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

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

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

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

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

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

Turnover of the Group for the six months ended 30
September 2004 amounted to approximately
HK$30,058,000, representing an increase of
approximately 2.2% 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 2004 amounted to approximately
HK$19,624,000.

The Directors do not recommend the payment of
an interim dividend for the six months ended 30
September 2004.
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RESULTS E45

The Board of Directors (the “Board”) of the Company is ARAFREEE ([EEg)) EHEMH
pleased to announce the unaudited consolidated results ~ AQTREMBAF ([KNE®]) HE
of the Company and its subsidiaries (the “Group”) forthe ~—ZZMFN/=+HILAEAR=
six months and three months ended 30 September 2004 AR AKERGAXE  EF_-Z
together with the unaudited comparative figures for the T =FFE 7 RABZLRHE TN

corresponding periods in 2003 as follows: T
CONDENSED CONSOLIDATED PROFIT AND fB&ZEAIERER
LOSS ACCOUNT
Six months ended Three months ended
30 September 30 September
HENA=THLAER BEAA=THLZMEA
2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)

—EENE  -TT= —EENE  -TT=
Notes THT TEL THT THEL
i3 (REEER) (REER) (REER)  (REER)

TURNOVER EXE 2 30,058 29,414 18,943 15,871
Cost of sales HEMK (20,520) (20,473) (13,456) (11,395)
Gross profit =7 9,538 8,941 5,487 4,476
Other revenue Hiwlras 2 1,740 596 1,366 372
Selling and distribution costs $4%& J 7 $45k &k (10,130) (9,242) (5,790) (5,751)
General and administrative ~ — & %17 5

expenses (20,721) (21,652) (10,434) (10,598)
Other operating expenses ~ E A &R % (661) (496) (506) (110)
LOSS FROM OPERATING ~ E& %% EiE

ACTIVITIES 4 (20,234) (21,853) (9,877) (11,611)
Finance costs WEER (24) (10) 3) ®)
LOSS BEFORE TAX BREAIEE (20,258) (21,863) (9,880) (11,616)
Tax HE 5 634 (447) 646 (279)
NET LOSS FROM ORDINARY [RE fEft B %

ACTIVITIES ATTRIBUTABLE %% 518358

TO SHAREHOLDERS (19,624) (22,310) (9,234) (11,895)
LOSS PER SHARE SkERE 6

Basic - (HK3.8 cents) (HK4.4 cents) (HK1.8 cents) (HK2.3 cents)

(3.8 i) (4.4%10) (1.8 4l1) (2.3l
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CONDENSED CONSOLIDATED BALANCE SHEET EH&AEESER
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
—ZENF ZTEQNF
hBA=+H =ZHA=+—H
Notes FET FET
M (REER) (EE%)
NON-CURRENT ASSETS FRBEE
Fixed assets TEE 7 2,847 2,872
Deposits and club debenture HEDS-EEE 2,468 2,904
Intangible asset BREE 8 - -
5,315 5,776
CURRENT ASSETS REBEE
Inventories FE 9 5,888 10,079
Trade receivables JE U BR 3R 10 24,872 21,270
Prepayments, deposits and BAFE - FTE&R
other receivables H U TR 5,454 7,127
Short term investments RERE 2,085 8,544
Pledged bank deposits BEEPERITER 581 3,363
Cash and cash equivalents AELREEEY 46,748 52,566
85,628 102,949
CURRENT LIABILITIES bk R=RE
Trade payables FETER 3K 11 14,401 13,908
Tax payable AR 1,003 1,242
Accrued liabilities, deposits EitBE - EWET2
received and other payables R H B FRIE 16,758 15,105
Current portion of finance BEMERMNZKE
lease payables 2 ENERE 137 133
32,299 30,388
NET CURRENT ASSETS RBEEFE 53,329 72,561
TOTAL ASSETS LESS BEAER
CURRENT LIABILITIES REAE 58,644 78,337
NON-CURRENT LIABILITIES ¥RBEE
Non-current portion of finance MERERMNTE
lease payables Z IEBNERE 24 93
58,620 78,244
CAPITAL AND RESERVES ERREE
Issued capital BETRA 12 51,125 51,125
Reserves & 7,495 27,119
58,620 78,244
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

Reserves
1
Issued Share  Statutory Exchange
share  premium  reserve fluctuation Accu-
capital  account fund  reserve  mulated
HK$'000  HK$'000 HK$'000 HK$'000  losses Sub-total Total
2% BH  EEHE ERE  HKP000  HK$000  HKS'000
TR RER  BEe BRAE  EIER it Eh
TEr FEr  TEr  TEx  FExr  TEr TEx
At 1 April 2003 WZZE=F
(Audited) LA—B(Z8%) 51,125 339,275 - 112 (71,3711) 68,016 119,141
Exchange differences RABNIE
arising on consolidation A &EHEEfIEE
of overseas subsidiaries 2[R EHE L&
and gains not recognised A EHEFER
in the profit and loss P&

account - - - 22 - 22 22

Net loss for the period BRNEETE - - - - (22310)  (22,310)  (22,310)
At 30 September 2003 ~ RZZT=F
(Unaudited) NA=1EH

REER) 51,125 339,275 - 134 (293681) 45728 96,853
At 1 April 2004 RZZETMF
(Audited) MA—B (&%) 51,125 339,275 53 335 (312,544) 27,119 78,244
Net loss for the period MAEREE - - - - (19,624) (19,624)  (19,624)
At30 September 2004 ~ R-ZETMEF
(Unaudited) NAZ+E

(REER) 51,125 339,275 53 335 (332,168) 7495 58,620
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CONDENSED CONSOLIDATED CASH FLOW fHEZ#8EEHER

STATEMENT
Six months ended
30 September
HEAA=+HLEAER
2004 2003
HK$’000 HK$°000
(Unaudited) (Unaudited)
—BEME  -TT=F
FTER FET
(REER) (REEEZ)
Net cash outflow from operating activities &4 27§ 2 H &R 55 (7,184) (10,706)
Net cash inflow/(outflow) from REEBZHERN/
investing activities () F8 4,927 (4,126)
Net cash outflow from financing activities B & /&8 2 & i HF 8 (65) (109)
Net decrease in cash and cash equivalents 3£ & KIR&ZEY R D EHE (2,322) (14,941)
Cash and cash equivalents at B HREREEEED
beginning of period 19,422 87,755
Cash and cash equivalents at end of period H4& 2H& K& SEY 17,100 72,814
Analysis of balances of cash and ReRBRLZLED
cash equivalents EERDAT
Cash and bank balances B MRTEH 12,050 9,494
Non-pledged time deposits placed at FRUBEER
financial institutions with original R=EAREHZ
maturity of less than three months EREBATHER - 45,658
Other liquid funds HiRBHED 5,050 17,662

17,100 72,814
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Notes:

1.

Basis of Preparation

The Group’s unaudited condensed interim financial
statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong and
comply with the Hong Kong Financial Reporting Standard —
Hong Kong Statement of Standard Accounting Practice No.
25 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure
requirements set out in Chapter 18 of the GEM Listing Rules.

The unaudited condensed interim financial statements have
been prepared under the historical cost convention 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 2004.

The unaudited condensed interim financial statements have
been reviewed by the audit committee of the Company.

Turnover and Revenue

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

An analysis of the Group’s turnover and other revenue is as
follows:

Six months ended
30 September
BENRA=1+HLAEA

B s

1.

REERE

R B2 RS E LR B S R
TREEEARGT RAMAR - I
HABRGHMAGRMGIBEEYE
AR - FET BRI F 255 [
igEmE ] RAIFER EmRAFE18EH
52 ERAE

BREMAEERREN  RERRH
B h BB 7 ¥R TOAR R IR A A A B
B - TR ST BRERKEE
E_FTME=[A=+—HIEFEZ
EFEUBRRZEABE B -

AEBZHAP AP BERRECALTR
RzERZREEMN -

EE V&

EEBIEEHEE R RTRERBE
HBRRE - #ri0 - 25 (B A) &
ZERHE - -MEEEANARAHEZE
AR HENEARBE R HH -
TEBEEREREME Rz T®M
T

Three months ended

30 September
BEAA=Z+RHLE=ZMEA

2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
—2RENE —TT-F ZTENEFE —TT=F
FET T FET T
(REER) CREER) CGREER)  CGREER)
Turnover: -
Sale of goods EmiHE 10,797 15,817 8,976 11,839
Services rendered RA AR5 19,261 13,597 9,967 4,032
30,058 29,414 18,943 15,871
Other revenue: Hi g
Financial subsidy from A B BT A R
the PRC governmental B 2 B %
authority B 558 - 558 -
Interest income FEMKA 410 567 243 352
Investment income BERA 307 15 100 7
Recovery of bad debts BEBEFEZ
provided for in prior years EAREHE 465 - 465 -
Others Hith - 14 - 13
1,740 596 1,366 372
Total revenue 4B UL 75 31,798 30,010 20,309 16,243

2
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3. Segment Information

The Group’s operating businesses are organised and managed
separately, according to the nature of their operations and the
products and services they provide. Each of the Group’s
business segments represents a strategic business unit that
offers products and services which are subject to risks and
returns that are different from those of the other business
segments. Summary details of the business segments are as

follows:

(a) Provision of broadband data networks and Internet
backbone solutions;

(b) Provision of applications software; and

(c) Provision of e-commerce solutions,

related IT

consultancy services and wireless value-added services.

An analysis of the Group’s unaudited revenue and results for
the six months ended 30 September 2004 and 2003 by
business segment is as follows:

Segment revenue:
Sales to external
customers

Segment results

Unallocated expenses
Other revenue

Loss from operating
activities
Finance costs

Loss before tax
Tax

Net loss from ordinary
activities attributable
to shareholders

Provision of
broadband data

DEER

AEBRERBREEHIEERMAE
HERRREDHETEHBER
FEBEREBHBIE-—EERR
fR%5 2 B ERREHNEMERD
B RREEISEM - EB OB 2HE
Lo

() RUEREBREEBERIHETS
BRERRTTER

() REEAHM R

(© REEFHEMRATR HEA
MEBREERRSE RERIEE
IR -

FEEBE_TTNER_FT=F
NAZ+BIEREARER S BESD
ZARBERREREBEZOMET ¢

Provision of
e-commerce
solutions, related IT
consultancy services and

wireless value-added services

networks and Internet Provision of REEFHE
backbone solutions applications BRFR - BEM
RURAHBRER software BEABZZARS Total
ERAIBEERABR REEARMSE RESEERY @it
2004 2003 2004 2003 2004 2003 2004 2003
HK$’000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$'000
—ERENF —TE=F_SENF _TRCF_SRNF _TE=-F -STNF _TT=F
FExT FET FHT FET FiET FHET FiEx FHET
2 iR
ST B
10,609 15,974 188 2,523 19,261 10,917 30,058 29,414
5 EPE & (3,310) (3,106) 39 (1,368) 1,094 2,855 (2,177) (1,619)
AHRER (19,797)  (20,830)
Hih iz 1,740 596
EEEBEE
(20,234) (21,853)
MKsEA (24) (10)
B 35 A1 5 1R (20,258)  (21,863)
BLIE 634 (447)
(19,624)  (22,310)
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4.

Loss from Operating Activities

The Group’s loss from operating activities is arrived at after

charging:

Depreciation
Minimum lease payments

under operating leases:

Land and buildings
Staff costs:

Wages and salaries
Pension scheme
contributions

Amortisation of an
intangible asset
Loss on disposal of

fixed assets

Tax

Current period provision:
Hong Kong
Elsewhere

Hong Kong profits tax
refunded

Overprovision in prior years

Tax charge/(written back)
for the period

wE
REHERE
HEMK:
THRET
BIKA :
TER¥S
B BIHEK

B A E

HEETEAERA

AHE R
BB

H i =
ROEE MG
EEBEEE

HARzHEXE
(=:9)

4. REXBEHR

AEEZEEXBBEREMETIE

BESH

Six months ended
30 September
BEAAZ+RHLEAEA

Three months ended
30 September
BEAA=Z+RLE=ZMEA

2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$°000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
—EENFE —_ZTT=F ZEENF —TT=F
FiEx FET FiEx FHET
(REFEZ) CREER)  (REER) (REER)
1,376 2,458 642 1,206
1,690 3,782 871 1,667
13,857 13,327 6,997 6,496
1,595 936 903 499
- 1,362 - 681
- 349 - 91

5. Bl

Six months ended
30 September
BERA=1+HLAEA

Three months ended
30 September
BEAA=Z+HLE=ZMEA

2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
—EENFE —TT=F ZTENF _—TT=F
FiExT FHET FiExT FHET
(REER) (REER) (REER) (REER
12 447 - 279

12 447 - 279

(503) - (503) -
(143) - (143) -

(634) 447 (646) 279
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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
2004 (20083: Nil). Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

The Group’s subsidiary operating in the PRC has been
awarded “&= #7 £ 1l7 1> % status by the PRC governmental
authority. In accordance with a notice issued by the PRC
governmental authority on 29 December 2003, the subsidiary
is entitled to a subvention on 7% of its assessable profits for
the period from 1 January 2003 to 31 December 2004 when
all conditions as set out in the notice are complied with. The
PRC governmental authority has confirmed the fulfillment of
the said conditions by the subsidiary and as such the
subsidiary has received approximately HK$558,000 of
subvention.

There was no unprovided deferred tax in respect of the six
months and three months ended 30 September 2004 and at
the balance sheet date (2003: Nil).

6. Loss Per Share

The calculation of basic loss per share amount for the six
months and three months ended 30 September 2004 are
based on the unaudited net loss from ordinary activities
attributable to shareholders of HK$19,624,000 (six months
ended 30 September 2003: net loss from ordinary activities
attributable to shareholders of HK$22,310,000) and
HK$9,234,000 (three months ended 30 September 2003: net
loss from ordinary activities attributable to shareholders of
HK$11,895,000), respectively, and on the weighted average
number of 511,250,000 ordinary shares (both for the six
months and three months ended 30 September 2003:
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 2004 and 2003 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.

7. Fixed Assets

The movements of fixed assets of the Group were:

Net book value, beginning of period/year 8REF(E « Hi%) 4 %)

Additions NE
Disposals &
Depreciation e
Exchange adjustments & 5 A%

Net book value, end of period/year BREFME - B FR

MR AKEREBEE_FTNFALA=
+EJJ:/\1IH& 18 A 3 5 8715 &
BRBUEN (ZTT=4F : &) - ¥
PO 8 R B BRI E B2 B o E
ol 7 FERRTBUM A TR AR B AL &
EBRAECBEREW 2RITEN &
BREMIZREMRITRHEERE

REE-HEDBREE 2B R RE
FERAT RS (SRt E] &
& RBPEBGTHAR —FT=F
TZA-tThRBHZEA -
BRRBERBAAHI 2 GE - BF
HES_TT=-F—-HHE_ZT
ME+ = A=+—H - #fHEZ ERH
A2 7% R o BB D E
wuxBﬁ% AEERATE 1T - &
It % Bf 8 % 7] B W ER £9568,00078 7T 2

A
HE-_ZZTWFNAA=THILAEA
R =18 A R & E QB A A R BB
ZEEBRE(CTT=F : |) o

BRER
HE-_TTNFAA=TAHILAEA
ER=EAZEREXEIESE LS
N2 RS EZRRIENL B EEBEE
B 519,624,000/ T (HE —TF
=FAA=+TAHIEAMEA - REREWS
A % ¥ 5% 85185 522,310,000 7T) &
9234000/%71(@ —TT=F1A
=+ @R : BREEAEER
Eﬂaa&%‘ﬁﬂsgsooo/%m LA R
ExHﬁFﬁE%’é‘ﬁE@H&zmﬁi¥m&§ﬁz
511,250,000/ & i@ fix (B == =
Enﬁ_JrEJt/\fIH&_fIH
511,250,000% ¥ @ M%) 5t & -
HE-_ZZNER-_ZTZ=FhA=
+THIEAEAR=EAZ SREEE
}aﬁﬁﬁji;xﬁﬁzsa CERITE 2 BR

HERBREEUZRN BRERE
BEREETE -
EE&EE
AEEZEEAEEHNT ;
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
—EEOEF e jspes
hA=+H =A=+—H
FiEx FHET
REERK) (BEZ)
2,872 5,779
1,351 1,664
- (420)
(1,376) (4,145)
- (6)
2,847 2,872




Interim Report 2004

L

—EENERHEERE

Prosten Technology Holdings Limited

RENEEREBERR

=

8. Intangible Asset

The movements of intangible asset of the Group were:

8. MIEE

Net book value, beginning of period/year fREF{E @ Hi%) /F 4] -

Amortisation
Impairment recognised in the profit
and loss account

Net book value, end of period/year

9. Inventories

Work in progress
Finished goods

rEBEZEVEEESHNT

30 September 31 March

2004 2004

HK$’000 HK$’000

(Unaudited) (Audited)

—EETONF —TEWEF

hA=+A =A=+—H”

FiEx FHET

(RBER) (&%)

5,922
3] - (2,724)

RIB &R AR ZRE

- (3,198)

EEFE BRER - -

9. ®E

30 September 31 March

2004 2004

HK$’000 HK$°000

(Unaudited) (Audited)

—EENF —TTNEF

hA=+A =A=+—H

FET FHEIT

(RGER) (g&E%)

ERM 498 2,200
B 5,390 7,879
5,888 10,079
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10. Trade Receivables 10. FEURERFX
BEEMEEHZHTE - BUERR—RK
HEEEH BURERRREEES
BPAERRIIE - WEAA] sl (el
H28e A EL REGFE T A0
B o SEBR IR EE AR S AR GY o

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 as at the PREER - RNEE 2 IR (N5
balance sheet date, net of provisions, is as follows: &) 2R -
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
—EEWF —TTNEF
hA=+A =A=+—8
FET FHET
(REER) (EZ)
0 - 90 days 0% 90H 11,927 19,470
91 - 180 days 91H E£180H 7,577 6
181 - 365 days 181H £365H 3,563 1,242
Over 365 days #BiA365H 1,805 552
24,872 21,270
11. Trade Payables 1. EHERX
An aged analysis of the Group’s trade payables as at the NMEHE B - ARBZENERRZERER
balance sheet date is as follows: DWWMT -
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
—EEWEF —TTNEF
hA=+A =A=+—8
FET FHET
(REER) (EZ)
0 - 90 days 0£90H 2,164 3,113
91 - 180 days 91H £180H 1,532 18
181 - 365 days 181H £365H - 314
Over 365 days BB 365H 10,705 10,463
14,401 13,908
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12. Share Capital 12. B
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
ZEETMEF ZTTEF
AB=+AH =A=+—H”
FET FAT
(RBER) (&)
Authorised: JEE MR -
2,500,000,000 shares of HK$0.10 each  2,500,000,0000% & &
FE{E0.107 T 2 i 17 250,000 250,000
Issued and fully paid: BETRERRKRA
511,250,000 shares of HK$0.10 each 511,250,000/% & fi&
E{E0.10% T2 & H 51,125 51,125

13. Operating Lease Arrangements

13, KEHERH

13

AEERBEEHERHEESE TH
REMERAE - BEAREHENE
ZHEHEMR—EMELRSE -

The Group leases certain of its office properties and motor
vehicles under operating lease arrangements. Leases for
properties are negotiated for terms ranging from one to four
years.

RZZEZWMFAA=+H  AEER
BAAHHEEHER AR ZREM

As at 30 September 2004, the Group had total future minimum

lease payments under non-cancellable operating leases falling

due as follows: EfR@EMT
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
—EEWEF —ETWEF
hA=+H =A=+—8
FiEx FAT
(RGER) (REZ)
Land and building: T RAEF -
Within one year —FR 5,621 5,262
In the second to fifth years, inclusive F_EERF (REEEME) 2,700 3,973
8,321 9,235
Motor vehicles: AE
Within one year —FR 264 316
In the second to fifth years, inclusive E_ZERE(BEERME) 98 236
362 552
8,683 9,787

The Company did not have any significant commitment under

REEER - AR R B AR

non-cancellable operating leases at the balance sheet date. METE 2 B REE -
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14. Commitments 14. &L
Capital commitments contracted for B TFBIEETH) 2 & AR EYE
30 September 31 March
2004 2004
HK$’000 HK$’000
(Unaudited) (Audited)
—EEONF —ETHWEF
hA=+A Z=A=+—8
FiEx T
(REER) (B E|%)
Acquisition of fixed assets WEEEEE 64 -
Investment in a subsidiary in the PRC AR —HP BN ERR 3,877 3,877
3,941 3,877

15.

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$31,018,000 (31 March 2004:
HK$32,569,000) in respect of banking facilities granted to
certain subsidiaries of the Company.

As at 30 September 2004, 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$581,000 (31 March 2004: HK$3,349,000).

15.

RRB S E B S R AGE

°

HREE

NEER  AEEYHERTEARA
afEe

RARBBRFAARETHEBLRGZ
RITWMEMME TRITRE SEE
31,018,000/ L (ZEZTWMF=F =+
—H : 32,569,000/ 7T) 2 X AHELR e

RZZEENFAA=+RH  REAR
AERITRAZERMEZTHEAR
ZRITRIE BB A 4581,0008 7T (=
TEMFE=[=+—H : 3,349,000
JT) ©
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16. Connected and Related Party Transactions

During the period, the Group had the following material
transactions with related parties:

Notes

B 3
Rental expenses paid EfESHEX (i)
Handling services fee paid BNERIEREEA (ii)
Rental expenses paid EfESHEX (ifi)

(0]

(i)

(i)

The rentals were paid in respect of the Group’s leased
motor vehicles to a related company, of which a
shareholder of the related company is the father-in-law
of Mr. Yip Heon Ping, a director of the Company. The
directors of the Company have confirmed that the
monthly rentals were calculated by reference to the then
prevailing open market rental value.

Handling services fee paid represented the fee charged
on services provided by a related company in handling
the Group’s mobile value added services, of which
shareholders of the related company are the mother-in-
law and sister-in-law of Mr. Yip Heon Ping, a director of
the Company. The fee was charged according to the
terms of an agreement dated 20 August 2003.

The rentals were paid in respect of the Group’s leased
staff quarter situated in Hong Kong to Mr. Yip Heon Wai,
a director of the Company, and Ms. Chan Fu Kuen,
Gladys, the spouse of Mr. Yip Heon Wai. The directors of
the Company have confirmed that the monthly rental was
calculated by reference to the then prevailing open
market rental value.

16. BEREBEALR

\%W $§l@% EANLETIE

PN

(i)

Six months ended
30 September
BEAAZ+HLEANEAR

2004 2003
HK$’000 HK$°000
(Unaudited) (Unaudited)
—EEOEF —E2E= ¢
RBERK) (& W%V)
378 317
421 141
180 180
BB DR AEER —HEE
NREHEREMIN - BULZH

BAR-—BBRRDAADERE
AFREZER « ARRESRE
BR - AAN2RER ZAMRT
EBFtHE -

ENEERGEME -—HEEA
FIFE TR AN 55 B B B B (B AR 7% AT IR
M2BR BUZBELRZMW
BBRRDARBEREMTEE
ZHNERIET - BEBBIRE
HYR-ZZ=F/\A=-+HZ
a8 2 AR MR -

FEASDHASEMARRE
FEABAEREZTREBL
TEEAEHEETIB/EMNMT -
AAREFER  ARLI2RE
BAMTETH -
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INTERIM DIVIDEND

The Directors do not recommend the payment of an
interim dividend for the six months ended 30 September
2004 (2003: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group’s turnover for the six months ended 30
September 2004 was HK$30,058,000, representing a
slight increase of approximately 2.2% over the
corresponding period in last year. This was mainly
attributable to the increase in Mobile Value Added
Services (MVAS) for the period under review, whose
revenue has accomplished approximately
HK$15,500,000, representing 51.6% of the Group’s total
revenue for the six months period ended.

For the three months ended 30 September 2004, the
turnover of the Group amounted to HK$18,943,000,
representing an increase of approximately 19.4% as
compared with that of the three months ended 30
September 2003. The increase was mainly attributed to a
rapid expansion of MVAS business, and the revenue of
MVAS was approximately of HK$7,358,000 for the three
months under review.

For the first half of 2004, the segment revenue generated
from the provision of e-commerce solutions, related IT
consultancy services and wireless value-added services
increased to approximately HK$19,261,000 as compared
with approximately HK$10,917,000 in the corresponding
period last year. This remarkable growth rate of 76.4%
was contributed by MVAS’s revenue through the sales
network/channel expansion and successful marketing
strategy in the PRC. However, the segment revenue from
provision of broadband data networks and Internet
backbone solutions dropped by HK$5,365,000,
representing a decrease of 33.6%. The drop was due to
the overall poor market condition in system integration
business in the PRC. Details of the information relating to
different business segments of the Group are set out in
note 3 to the Interim Report.

The gross profit of the Group for the six months ended 30
September 2004 amounted to HK$9,538,000,
representing a slight increase of 6.7% from last year. This
increase resulted from the higher gross profit as
contributed by the MVAS business.

hHRE

EFTRENAE_FTNFAAS
THEANEAREFHRS(ZET
=& ) o

EEENWRDN

1 7% Bl R

REEHEZ-_ZTTNFAA=THLE
7N B 7 % % %8 /5 30,058,000/8 7T °
BEFRPMIALH22%  LEBE L
FEZHRAEBEHAR IR ERGEE
hn - #2k4915,500,00078 7T 2 W&
EAREBERZAMEABHEAKEZ
51.6% °

HE-_ZTWNFEALA=+HIE=
A RNEBE 2 & S 5E 18,943,000
T BREE_ZEZ=FNAZ=1+HIL
={E R EFH4919.4% - L¥FE T
BHRBEIEERSESDLRERFT
B} R =—EARESEAN - BEgE
PR 7 4% 15 477,358,000/8 7T 2 U 25 ©

RZZTTNFLEF  BEETHEHE
FRRAR - HEMRERZ AR
5 R EGISERIEE S 2 HBkesig
£#919,261,000/8 7T * 1M = 4F R 8
#4410,917,0008 70 @ #HEEREFE
76.4% o W KB M ERBER
FIRERE 2 PHEBEEREERER
BN HEAT T IS HE SRR FTER © 9RTh -
REEESIE RS L ERA T BT
RAREEZ 5T K
5,365,000/ T * B 1833.6% * EFRHA
ARLARFPERGEAEBERMR
355 c REBETREBSBZERF
BHN P EEEREWES -

AEEHE-_TTENFALA=THLE
JNE A 2 EF3#9,538,000/8 T © #E
FEFA67%  BENIGERBEES 2
FEFBEN - EMEBREER EF -
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The Group devoted more resources to marketing activities
in order to cope with the development of MVAS business;
as a result, the selling and distribution costs were
increased by 9.6% to approximately HK$10,130,000 when
compared to the same period in last year. Nevertheless,
the Group continued to implement its tight cost control
policy. The overall operating expenses were maintained
at the same level when compared with the corresponding
period in last year. On the other hand, the other revenue
increased by HK$1,144,000 which was contributed by the
financial subsidy received from the PRC governmental
authority and recovery of bad debts provided for in prior
years in the amount of HK$558,000 and HK$465,000
respectively. Also, the Group successfully claimed back
HK$503,000 of Hong Kong profits tax. As a result, the
Group’s net loss from ordinary activities attributable to
shareholders was improved to HK$19,624,000 for the six
months ended 30 September 2004, representing a
decrease of approximately 12% from the corresponding
period in last year.

Financial Position, Liquidity, Finanicial Resources
and Debt Ratio

As at 30 September 2004, the shareholders’ fund of the
Group amounted to HK$ 58,620,000 which was decreased
by 25.1% as compared to 31 March 2004. The Group had
net current assets of HK$53,329,000 compared with that
of HK$72,561,000 as at 31 March 2004. The Group’s
current ratio was approximately 2.7 (31 March 2004: 3.4).
The gearing ratio of the Group, as a ratio of total
borrowings to shareholders’ fund, as at 30 September
2004 was 0.3% (31 March 2004: 0.3%).

As at 30 September 2004, the Group had cash and bank
balances including pledged bank deposits of
HK$47,329,000 (31 March 2004: HK$55,929,000). During
the period under review, the Group generally financed its
operations mainly with its operating revenue, internal
resources and banking facilities provided by its principal
bankers. The Directors believe that the Group has a sound
financial position to finance its business development in
the current year.

Capital Structure

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.

BREVEIZERBEBZEHE &
EECEREZERRMSHETE
£ BOHE RS R AREFRE £
F+9.6% Z 4910,130,0005% 7T © & %& 0
bt NEEDEE T R E 2 A

BIBRER - MEFRMLER - BgKgE
X EHIE - Z—70mE  mRPE

8 % B8 5% 1 2 B 7% 46 B 558,000/
ThERBEFE ZERERE
465,000/ 7T + H b Uz B 1 o0
1,144,000/ 7T © IL4) - AEBEKINER
@ & & 715 # 503,000/ 7T ° ALt

REBBE_ZTENFEFNLA=Z+THIE
NEA Z R EN B B EREE TS
25 2 % 19,624,000/8 7T * BREFRIHA

[ 4912%

B BURR
[EE s

R-ZETEWNFALA=+H  A&EEZ
fi% 58 & 7N 3 58,620,000/5 7T * B - T
TMF=ZA=+—B8E251% > &
%@zmﬁﬁéﬁﬁﬁwswom%

CM-EENFE=A=+—HAA
nsmom%m AEBZ RENL X
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34) c AEER-_TTNFNA=T
BrEERBEL R (BEEHERR
BARZER) B03% (ZDEPE=
B=+—H :03%) °

RZZEENFALA=1TH A&EEZ
ﬁﬁ&ﬁﬁ ﬁﬁ%aﬁﬁﬁﬁr
547,329,000 T (ZEZMFE = A
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Significant Investments and Disposals

There was 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 transaction, assets and
liabilities were denominated in Hong Kong dollars, United
States dollars and Renminbi. As the exchange rate of
United States dollars and the Renminbi to Hong Kong
dollars were 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 2004, the Group had no significant
exposures under foreign exchange contracts, interest or
currency swaps or other financial derivatives.

Capital Commitment

As at 30 September 2004, the Group had capital
commitments contracted for the acquisition of fixed
assets and investment in a subsidiary in the PRC for the
aggregate amount of HK$3,941,000.

Banking Facilities and Contingent Liabilities

As at 30 September 2004, the Group was granted banking
facilities of HK$9,886,000 that were secured by the
Group’s bank deposits of HK$581,000. The banking
facilities utilised by the Group amounted to HK$581,000.
The Group had no other material contingent liabilities.

Employee and Remuneration Policy

As at 30 September 2004, the Group had a total of 207
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.

BEARERHE

REESRA - AR EETHEA
ARBBAR CEREBREE -

B B B B R 5 R R

AEBRBAEERS - BERAE
TIAETL R RAREARFEE
i - ARETTRARE LB 27
THMERTE EEREINEELR
RYUAEEMERZFZEEM  AY
AEBEZEREBABEERNTHE
@,

RZZZEMAFNA=1H  FNEEH
BAEINERL - MIRFEB =K
HiheMITETEZERRAR -

BRI

RZZZENFNAA=+H  KEER
WHEEEEERTE-—HIBARZ
REZOANERNERELER
3,941,000 7T °

RITEERAREE

R-IZEENFHAZ+H  KEEHE
$%9,886,000/8 7T 2 R1TIEE + &% EE
B Jh LA 7K 5= [E581,00078 TTER 1T 17 3¢
ERIEF - AEBECHABBTEES
2 581,000/8 T - AEBEWEHME
RKARELE -

BERHMEE
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Business Review and Outlook

For the six months ended 30 September 2004, the Group
experienced a setback in revenue from provision of
broadband data networks and internet backbone
solutions as a consequence of continuing weak spending
in such sectors by telecommunications operators in
China. However, the shortfall of revenue was more than
offset by the increase in the revenue from MVAS. The
Group recorded a marginal 2.2% increase in gross
turnover for this six-month period compared to the
corresponding period of last year. The Group was able to
quickly adjust its business strategy for meeting changing
market conditions via appropriate reallocations of
resources. As a result, its net loss from ordinary activities
attributable to shareholders for the first six months 2004
improved by 12% when compared to the last year six
months operating result.

For the broadband data networks and internet backbone
solutions business, the Group leveraged on its extensive
project management experience in large-scale network
infrastructure projects and continued to complete projects
to fulfill customer needs. Consequently, it was awarded
kiNETic™ BillCare 4.0 software upgrade and services by
Shanghai Telecom, Fujian 179 ecommerce upgrade and
optimation services by Fujian Telcom, the ATM/IP network
upgrade and expansion contracts by Ningxia Telecom,
etc. The Group also partnered with Telecom NTT
Engineering Co. Ltd to provide IP network installation and
maintenance services to Japanese clients operating in
China. Due to projected weak demands in this business
sector for the remaining half financial year, the Group has
scaled down its operations in this business line and is
looking for other alternative revenue funnels to make up
for the shortfall, such as via increasing focus on MVAS
and exploring other potential channels of business co-
operations.

On the MVAS side, the Group made steady progress in
this segment of business. In comparison with the 1st
quarter 2004 result, it achieved a breakthrough increase
of subscriber base to approximately one million in
July 2004 which resulted in the highest recorded
gross turnover for that single month since the Group’s
entrance into MVAS business. However, the Group is
taking cautious approaches towards future expansion
plans of MVAS due to two main reasons. Firstly,
the MVAS revenue may decline in future as a result of
tightening up regulations in value-added services
by the Ministry of Information Industry (MIl) and the
Chinese telecommunications operators. Secondly,
provincial subsidiaries of China Mobile Communication
Corporation continue to install new MISC billing platform.

EBOERRESE
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As such, the Group is required to purchase additional
platforms and modify its existing billing software in order
to be compatible with the new MISC billing platform. Also,
the billing settlement period with China Mobile
Communication Corporation has been lengthened due to
the installation of the new MISC billing platform. These
factors generally will have an adverse impact on the MVAS
cash flow.

For the 2nd quarter 2004, MVAS concentrated on (1)
enhancing the existing SMS products, (2) expanding
Wireless Application Protocol (WAP) applications, (3)
upgrading Interactive Voice Response Services (IVRS) (4)
establishing media co-operations and (5) building up
alliances and profit sharing arrangements with third-party
content providers, service providers and mobile phone
vendors. For instance, it partnered with a PRC based
mobile phone manufacturing company to ensure that all
mobile phones manufactured by the latter were equipped
with wireless service menus and products offered by
MVAS before the phones were put on market for sale. The
objective is to make MVAS easily accessible via targeting
new mobile phone buyers. In addition, an exclusive
cooperative agreement was entered into with Miss World
Pageant organizer to jointly promote this event that will
be held starting from November this year in Sanya , Hainan
Province of China via caller voting of their most favorite
contestants.

Going forward, the Group will continue to concentrate on
developing the MVAS business and is confident on its
future engagements. It will put more attention to designing
and building new products and diversified services. As a
new and energetic wireless value-added service provider,
the Group is constantly looking for innovative ways of
improving its brand image and market share in the MVAS
in China. On the other hand, it will also look for technology
partners in system integration area for improving its
revenue and growth potential. The Group strongly believes
that if it delivers on fundamentals, shareholder values will
be realized.
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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 2004, 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 5.46 of the GEM Listing
Rules were as follows:

Long positions in shares of the Company

EERTHRAENKRMD RAE
R kEEEP 2EDZRAR

RZZBZEMFEAA=TH » HARA
RIEE RS G0 ([3F 5 R HE &
7)) F3s2kF E 2 BRMATR - =X
IR AR TR A F 54615 A A
RERBERBEZHAERAREL
ZHE  EERTBEHNARAER
HARROE R (2R 7 R E GRIIEXV
MzERE) 2B - BERD R EE
ERZERPOARMT

REQRBRD 2F A

Percentage of
the Company’s

Company/name issued share
of associated Number and class capital
corporation of securities {ERD T
Name of Director NI L Capacity BHHE BRITRA
BEME EEER BEEER RER Bk
Mr. Yip Heon Ping The Company An object of a 404,280,619 shares 79.08%
EmELs NG| discretionary trust 404,280,619 % %13
(Note 1)
PRERZAEYER
(F5E1)
Mr. Yip Seng Mun The Company  Interest of corporation 248,349,584 shares 48.58%
ERRLE A7) controlled by director 248,349,584 [ % {5

(Note 2)
MEEEH 2 EE 2 ER

(7E2)




Prosten Technology Holdings Limited

RENKEEZEKRER A A

Interim Report 2004

—EENFEPHERB S

Notes:

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

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

Long positions in underlying shares of the Company

Share Options

The interests of the Directors in the share options of the
Company are separately disclosed in the section “Share
option schemes” 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 2004, 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
“SFQO”)) 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 5.46 of the GEM Listing Rules.

(1) % Z W1 B Greenford Company
Limited - Century Technology Holding
Limited J Bakersfield Global

Corporation % 5!l LAThe Greenford Unit

Trust - The Century Unit Trust}2 The
Bakersfield Unit Trust 2 25t A & 15 #F
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Limited A The New Millennium Trust 2
XREAFMHEE - MThe New
Millennium Trust J374 & B LA 5 ) F 5t
ERERAEHRMBZRKEEHEE
5o

(2) %% A Century Technology
Holding Limited 2 Bakersfield Global
Corporationff A + WHEER LA E
WA o
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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 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.
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(b) 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 (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. 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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Options to subscribe for shares of the Company REBETERBERADNARMGD ZBR
under the Old Scheme 3

Details of the outstanding share options during the six- £/~ 18 5 HiR A 1 A 77 {8 BE AR M 2 7%
month period are as follows: BT -

Number of share options

BREHR
Exercise
price
Lapsed At 30 Date of Exercise period  of share
Name or category At 1 April during  September share options of share options options
of participant 2004 the period 2004 re-granted” re-granted re-granted
28% RZZZNE Bh R-ZZNE BRE EREREZ ERERE
#ERER mA—-H %% AR=tH ERBH AEHR 2TRE™
HKS
B
Directors
£
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 22 August 2001 to 0.40
ERREE —TE-F 21 August 2011
NAZ+Z=H _EE-F
NRZ+=RZ
—E——F
NAE=t+—H
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 2001 to 0.40
EmTis —TE-F 21 August 2011
NAZ+ZH ZEE-F
NAZ+ZRZE
—E2——F

NE=+-8
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Number of share options

BREHR
Exercise
price
Lapsed At 30 Date of Exercise period  of share
Name or category At 1 April during  September share options of share options options
of participant 2004 the period 2004 re-granted” re-granted re-granted
28% RZZZNE B R-ZZOE BRE ERBREZ ERERE
HEGER mA—H %% NR=tH ERBH TEHER  2TRE™
HKS
B
Mr. Yip Heon Wai 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
RErgit ZET-F 21 August 2011
NAZ+ZR —EE-F
NAZ+ZRZ
—E-—f
NEZ+—H
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
EAok:P ks “ET-F 21 August 2011
NAZ+ZH —TT-F
NAZ+ZHZ
—E-—F
NE=+-—H
22,900,000 - 22,900,000
Other employees
of the Group
rEEHMES
In aggregate 4,795,000 (190,000) 4,605,000 22 August 2001 22 August 2001 to 0.40
A& —TE-F 21 August 2011
NAZ+ZH ZEE-F
NAZ+ZRZ
—2——F
NE-+-8

27,695,000 (190,000) 27,505,000
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Options to subscribe for shares of the Company RIBEHFFTERBERDIARB2ER
under the New Scheme T
Details of the outstanding share options during the six- £/~ 1 B HiR A 14 A 77 B AR i 2 &F
month period are as follows: BoT :
Number of share options
BREHA
Exercise
price
Lapsed At 30 Date of Exercise period  of share
Name or category At 1 April during  September share options of share options options
of participant 2004 the period 2004 granted* granted granted **
28% R-ZEMNE B R-TEME BRE FREBRE RARLBR
#EGER mA—-H %% NR=tH it B8 ZORER B2AEE"
HKS
BT
Director
B2
Mr. Au Shing Kwok 500,000 - 500,000 22 May 2002 22 May 2002 to 0.26
ERELE —E%- 21 May 2012
AA-+=AH ZEECE
FAZt+ZA
E_R-CF
AA=t+-AH
Other employees
of the Group
rEEEMES
In aggregate 11,380,000 (190,0000 11,190,000 22 May 2002 22 May 2002 to 0.26
CH —TT-F 21 May 2012
hAZ+ZH —RERCF
RAA=+ZH
EE-CF
TR=1+-A”
In aggregate* 3,000,000 - 3,000,000 22 May 2002 1 February 2004 to 0.26
CHN “ER-F 31 January 2005
RAZ+ZH —TTmE
—R—B
Z_TTHF
—-A=+—-H
In aggregate 5,210,000 (70,000) 5,140,000 26 March 2004 26 March 2004 to 0.10
At —TEmE 25 March 2014
=E-tx8H “ZEME
ZAZtKE
E-T-QUF

“E-t+=®A8
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Number of share options

BREHR
Exercise
price
Lapsed At 30 Date of Exercise period  of share
Name or category At 1 April during  September share options of share options options
of participant 2004 the period 2004 granted* granted  granted ™
28% RZZENE Bh R-EZOE BRE fRitBERE AREBR
#EGER mA—-H %% NR=tH Riti B8 ZORER B2AEE"
HK$
B
Others
Hith
In aggregate 1,200,000 - 1,200,000 26 March 2004 26 March 2004 to 0.10
At “ZIMF 25 March 2014
= B = ZZEME
ZAZtKE
E-T-QUF
ZRE=+3A
21,290,000 (260,000 21,030,000
#  The Directors of the Company extended the expiry date of a # ARBIZEEER—HEE ZERE

former employee’s share options, whose 3,000,000 share
options would lapse upon the cessation date of employment
on 1 February 2004, from 1 February 2004 to 31 January 2005.

The time of acceptance of the share options was within 21
days from the options offer date. The share options granted
are subject to certain vesting period and vary for each
category of participant as specified under the respective share
option schemes.

The exercise price of the share options was subject to a
adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

As at 30 September 2004, the Company had 27,505,000
and 21,030,000 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 2004, 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:

Name of Shareholder

BRERERE B 5

Greenford Company Limited (
Century Technology Holding Limited (
Bakersfield Global Corporation 3
Cititrust (Cayman) Limited (

PRI 2 M IS R B A B IR i
TEEAAINARRASAAEEZE
EREX DAGSKRIEEREERT
BT Z S B AR » RN
EEITRE - ARARKHEEITZR
DR EEFERINRA - AR
AfERTEESRROEEZ D
FUABD R ERR - AERBRETT R A
AIE FE8H 2 B AR REE PO i AR T (R B
B MR -

EXeRRTERERSHMERY
BREzERER ARSRARE
B BRI RN TE  BF
REETLAZ R i 2 (B (A 1 R
fh e

FERR

R-ZZTMEAA=+H TIATL
(BEERARRRITHRAERIN HEY
FLERRNIR 1R 3B 5 K B 16 171 28 3361k
Rz &Rz A QR RN R
Bz EZRARNOT

Percentage of
the Company’s
issued share

capital

Interest in [N
ordinary shares BEITRAE
LZiERER B
155,931,035 30.50%
155,931,035 30.50%
92,418,549 18.08%
404,280,619 79.08%
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Notes:

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

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

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

(4) 404,280,619 shares were held through Greenford Company
Limited, Century Technology Holding Limited and Bakersfield
Global Corporation as trustee of The Greenford Unit Trust, The
Century Unit Trust and The Bakersfield Unit Trust, respectively,
all of the units of which were held by Cititrust (Cayman) Limited
as trustee of The New Millennium Trust, a discretionary family
trust established with Mr. Yip Heon Ping as the discretionary
object for the time being. Cititrust (Cayman) Limited is a
wholly-owned subsidiary of Citibank Overseas Investment
Corporation which in turn is owned by Citibank N.A.

Save as disclosed above, as at 30 September 2004, 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.

GEE

(1) Greenford Company Limited% & &, %
TRABARRAREFERFEEER
HE -

(2) Century Technology Holding Limited%
BEBTRABFIRREFTEERL
EEHESR

(3) Bakersfield Global Corporationz & 2
BIIRAARRRNEFEREREER
WA o

(4) & #£404,280,619 %A% 1% 1 Greenford
Company Limited - Century
Technology Holding Limited K&
Bakersfield Global Corporation 73 5l LA
The Greenford Unit Trust - The
Century Unit Trust } The Bakersfield
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LAThe New Millennium Trust” & 5T A
H1{5#578 ° The New Millennium Trust
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7] - M Citibank Overseas Investment
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COMPETING INTERESTS

None of the Directors or the management shareholders of
the Company or their respective associates (as defined
under the GEM Listing Rules) 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 2004, neither
the Company nor any of its subsidiaries has 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 5.34 to 5.45 of the GEM
Listing Rules throughout the reporting period.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the six months ended 30 September 2004, 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. The
Company has also made specific enquiry of all the
Directors and the Company was not aware of any non-
compliance with the required standard of dealings and its
code of conduct regarding securities transactions by
Directors.
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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 at that
time. The primary duties of the Committee are to review
and supervise the financial reporting process and internal
controls of the Group. The Committee’s terms of reference
has been reviewed by reference to the new amendments
for GEM Listing Rules which came into effect on 31 March
2004 and the Company must comply with the new
amendments for GEM Listing Rules by 30 September
2004. Currently, the Committee comprises only the two
independent non-executive Directors of the Company,
namely Mr. James T. Siano (who is acting as the Chairman
of the Committee) and Mr. Au Shing Kwok. Thus, the
Company is unable to strictly comply with the relevant
Rules 5.05 and 5.28 of the GEM Listing Rules requiring
the Company to retain at all times three independent non-
executive directors and a minimum of three members to
comprise the audit committee. Save as disclosed above,
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, 8 November 2004
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