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Prosten Technology Holdings Limited

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

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

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

The principal means of information dissemination on
GEM is publication on the internet website operated by
the Exchange. Listed companies are not generally
required to issue paid 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 BWE
e Turnover of the Group for the six months ended 30 o AEEHE-TTAFNA
September 2005 amounted to approximately =+RIEANEAZEREREN
HK$34,341,000, representing an increase of 534,341,000 ¢ © & E—
approximately 14% as compared to the WBFERBREAL14% -

corresponding period in the previous financial year.

e Net loss from ordinary activities attributable to o BE_ZETRFNLA=1H
shareholders for the six months ended 30 IEAREAZRREER T
September 2005 amounted to approximately B8 F 84 512,381,000
HK$12,381,000, representing a decrease of BT W INF R HR
approximately 37% as compared with the same DHIBT% ©

period of 2004.

e The Board does not recommend the payment of any e EZSTEEMNBE-ZZT
interim dividend for the six months ended 30 AFNA=ZTRHIEANEAR
September 2005. B PERE -

RENEERAER 2 A R R FRHEERS
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RESULTS EF

The Board of Directors (the “Board”) of the Company is AAFEEZE ([EEF|)EHEMH
pleased to announce the unaudited consolidated results ~ ARQT REMBAF ([KNE®]) HE
of the Company and its subsidiaries (the “Group”) forthe —ZEZERFNA=+HILANEAR=
six months and three months ended 30 September 2005 i A 2 R HFEZ LA EE BRI -T
together with the comparative unaudited figures for the ~ Z /N4 [/ H 2 REBZ L LB F 00
corresponding periods in 2004 as follows: ™

/|

CONDENSED CONSOLIDATED PROFIT AND LS ERE

LOSS ACCOUNT
Six months ended Three months ended
30 September 30 September
HENAZTH HEAAZTA
tREA LL=f8A
2005 2004 2005 2004
—ETRE -TTNE -TERE _TIMF
Notes HK$'000  HK$'000  HK$'000  HK$'000
Mgk TiER T TiEn TR
(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REBR)  (REER)
TURNOVER EEE 2 34,341 30,058 17,242 18,943
Cost of sales HERK (17,727)  (20,520) (8311)  (13,456)
Gross profit 7 16,614 9,538 8,931 5,487
Other revenue Hilia 2 733 1,740 398 1,366
Selling and distribution costs HERDHERA (10,179)  (10,130) (5,147) (5,790)
General and administrative expenses  — & R TE R & (18,483)  (20,721) (9,208)  (10,434)
Other operating expenses EEgRY (1,199) (661) (782) (506)
LOSS FROM OPERATING LexBER
ACTIVITIES 4 (12,514)  (20,234) (5,808) (9,877)
Finance costs B%ER (10) (24) (2) @)
LOSS BEFORE TAX BBAER (12,524)  (20,258) (5,810) (9,880)
Tax iz 5 143 634 143 646
NET LOSS FROM ORDINARY RREGAE
ACTIVITIES ATTRIBUTABLE $BEERE
TO SHAREHOLDERS (12,381)  (19,624) (5,667) (9,234)
LOSS PER SHARE SREE 6
Basic EX (HK2.4 cents ) (HK3.8 cents) (HK1.1 cents) (HK1.8 cents)

@4EM)  @8EIL) (UML) (1.8

—ETRFPEERS | R E R BEER AR 2 F
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CONDENSED CONSOLIDATED BALANCE

SHEET

NON-CURRENT ASSETS
Fixed assets
Deposits and club debentures

CURRENT ASSETS
Inventories
Trade receivables
Prepayments, deposits and
other receivables
Financial assets at fair value
through profit or loss
Short term investments
Pledged bank deposits
Cash and cash equivalents

CURRENT LIABILITIES
Trade payables
Tax payable
Accrued liabilities, deposits

received and other payables
Current portion of finance lease

payables

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

CAPITAL AND RESERVES
Issued capital
Reserves

RENKRERAER QA

Notes
B &

FRBDEE
[EE & & 7
e REmES

REBEE
TE& 8
FE W BR X 9
BENRE 7
T HL fih e e 3B
BATEEINERERR
REBZEBEE
KMHEIRE
BEMBITER
ReRRESED

RBEE

FERTBR X 10
FER B
ExtAE - BTS2

K H b A FRIB
BEmEEMTE

Z ENEREE

RBEEFE
EREERRDERE
EXRRE

BEITRA 11
L]

HRGEEEEER

30 September 31 March

2005 2005

—EEHF —TTRF

AB=+tH =A=+—H

HK$’000 HK$’000

T FHET

(Unaudited) (Audited)

(REER) (fe& %)

5,524 4,415

1,027 1,448

6,551 5,863

1,183 3,176

19,915 17,183

5,082 6,746

664 -

- 1,560

444 444

30,723 33,514

58,011 62,623

13,480 12,866

751 894

16,049 7,994

24 93

30,304 21,847

27,707 40,776

34,258 46,639

51,125 51,125
(16,867) (4,486)

34,258 46,639

R R FRHEERS
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CONDENSED CONSOLIDATED STATEMENT OF fHMGZSEASERE
CHANGES IN EQUITY

Reserves

ffE
Issued Share  Statutory Exchange
share  premium  reserve fluctuation
capital  account fund  reserve Accumulated
2% By EEH  EXEK  losses Sub-total Total
TRE  RER  REE  BRE ZHER it &zt
HK$'000  HK$'000  HK$'000 HK§'000  HK$'000  HK$'000  HK$'000
TEr  TExr  TEnr  TEx TR FTER  TEx

At1 April 2004 (Audited) H-FTEFEA—-H
(L&) 51,125 339,275 53 335 (312,544) 27,119 78,244
Net loss for the period HREBETE - - - - (19,624)  (19,624)  (19,624)

At30 September 2004 ~ H-ZTEMFAA=H
(Unaudited) (REER) 51,125 339,275 53 335 (332,168) 7,495 58,620

At 1 April 2005 (Audited) R=ZTREMA-H
(8%&%) 51,125 339,275 53 539 (344,353)  (4486) 46,639
Netloss for the period ~ SAEEFE - - - - (12381)  (12,381)  (12,381)

At 30 September 2005 RZETRFNA=TH
(Unaudited) (RE#E

%) 51,125 339,275 53 530 (356734)  (16867) 34,258

—esnEamEaRs R EN R ERAR 2 F
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CONDENSED CONSOLIDATED CASH FLOW BHHGEHEESRER
STATEMENT

Six months ended
30 September
BEAA=+HLEXMEA

2005 2004
—ETHE —TIMNF
HK$'000 HK$'000
FhR T

(Unaudited) (Unaudited)
(RER) (RgER)

Net cash outflow from KEEBz2REME

operating activities FER (1,434) (7,184)
Net cash inflow/(outflow) BEEBZRERAN

from investing activities Cr) 8 (1,288) 4,927
Net cash outflow from BEEE 2R E N

financing activities R (69) (65)
Net decrease in cash and RekReEED

cash equivalents B FE (2,791) (2,322)
Cash and cash equivalents BMYzBRekBe

at beginning of period ZEY 33,514 19,422
Cash and cash equivalents MKz R RRE

at end of period EED 30,723 17,100
Analysis of balances of cash ReRBReEEY

and cash equivalents o
Cash and bank balances R RIBITEH 1,368 12,050
Non-pledged time deposits TFR B S MR TR

placed at financial institutions =B A NEE

with original maturity of less 2 AR E

than three months TR 29,355 -
Other liquid funds HEMREBHES - 5,050

30,723 17,100

RENBRKEERAR R R FRHEERS
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Notes:

1.

Basis of Preparation

The Group’s unaudited condensed interim financial
statements have been prepared in accordance with the Hong
Kong Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” and other relevant HKASs and interpretations and
the Hong Kong Financial Reporting Standards (“HKFRS”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles generally
accepted in Hong Kong and the disclosure requirements set
out in Chapter 18 of the GEM Listing Rules. They have been
prepared under the historical cost convention except for
certain financial instruments which are measured at fair values,
as appropriate.

The HKICPA has issued a number of new and revised HKFRS
and HKAS (“new HKFRSs”) which are effective for accounting
periods beginning on or after 1 January 2005. The Group has
adopted a number of new HKFRSs, for the first time, in the
preparation of financial statements for the period from 1 April
2005 onward.

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

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

The adoption of HKFRS 2 “Share-based Payment” has
resulted in a change in accounting policy for share options. In
accordance to HKFRS 2, the share options granted by the
Company after 7 November 2002 are measured at fair value
at the date of grant and recognized as expenses over the
vesting period. The Directors consider the adoption of HKFRS
2 does not have material impact on the results for the six
months ended 30 September 2005 and accordingly, no

“ETHFPHFEERS R E N R ER B R 2 F
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adjustment has been recorded to reflect the impact of applying
HKFRS 2 in the unaudited condensed interim financial
statements for the six months ended 30 September 2005.

Save as disclosed above, the adoption of the new HKFRSs
had no material impact on the Group’s results of operations
and financial position.

The unaudited 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:

EAPEZEELREATE - Bt
BHE-ZTTRFNAA=TRHLAREAR
Rz REEZHAPHPBERERAL
REHEFBBARRRNEBHH
HEAF2R 2 HE -

B?Lﬁ(ﬁﬂ&?é:?l\ BRI E B S R
RN EAREE 2 &8 EE R B
/Ritéﬁiik%; °

RAREBREAD AP BERREALTR
RIZERERBEEH -

EEERWE

EEFHDHEER RARE/RBE
HBRRE 0 BEB (WER) &
ZHREFE MAKEAARHEZE
AR GENERAREHE -

FEBEEBREMEEZ DTN
N

Three months ended
30 September
HEANA=THIE=MEAR

Six months ended
30 September
BEAAZ+HLAMEA

2005 2004 2005 2004
“ZTRE Z—TTWNF —ZTTREF —TITNF
HK$’000 HK$’000 HK$’000 HK$’000
FTER FET FER FTET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
REER)  CREER) REER)  (REER)
Turnover: R
Sale of goods EmiHE 3,095 10,797 1,161 8,976
Services rendered RERH 31,246 19,261 16,081 9,967
34,341 30,058 17,242 18,943
Other revenue: Hfth e as
Financial subsidy from AR BT A
the PRC governmental B2 S B
authority - 558 - 558
Interest income S A 486 410 262 243
Investment income BHERA 217 307 111 100
Recovery of bad debts BRBTFEZ
provided for in prior HEREE
years - 465 - 465
Profit on disposal of HEBREAEE
fixed assets il 7 - 5 -
Others Hith 23 - 20 -
733 1,740 398 1,366
Total revenue Uz 35,074 31,798 17,640 20,309

28 K&
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Segment Information

The Group’s operating businesses are organised and managed
separately, according to the nature of their operations and the

DEER

AEERERBIRAEHIEERARE
HEMRREDHETEHBER

products and services they provide. Each of the Group’s REEBBEEE D EBTIE— B2 fHE
business segments represents a strategic business unit that SHEANREMER S BREAKR R E®R

offers products and services which are subject to risks and
returns that are different from those of the other business

Em R 2R fﬂ%%n"“iu o EB D
MZMELT

segments. Summary details of the business segments are as

follows:

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

(b) Provision of applications software; (b) REEREM

(c) Provision of e-commerce solutions and related IT ) REEFEHEMAAIRREEA
consultancy services; and BEBEz#BARE : &

(d) Provision of mobile value added services. (d) IRHEBHILERE -

ARERE-FTRTR-FINE
NB=+EILAEARER S BE5
ZREBRIGERERZHTMT ¢

An analysis of the Group’s unaudited revenue and results for
the six months ended 30 September 2005 and 2004 by
business segment is as follows:

Provision of
Provision of e-commerce solutions
broadband data and related IT
networks and Internet  Provision of  consultancy services Provision of
backbone solutions ~ applications ~ RHEFHERARR mobile value
RUBREALR software REEANGEBZ added services Total
EREIBEEARE ROERUL #HRH REBBEERE &t
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
CERRF CTIMECRERE_STNECETRE-_TTNECSRRE-_TINFCERRE-D
HK$'000 HK$ 000 HKS'000 HK$ 000 HKS'000 HK$ 000 HK$'000 HK$ 000 HKS$'000 HK$ 000
TEx TErx TEx TEx FEx TEr TErx TEr TER TEx
(Note)
(RizE)
Segment revenue:
Sales to external
customers 3432 10,609 2 188 358 3778 30,529 15483 34,341 30,058
Segment results pEES (141)  (3310) 2 39 228 " 479 93 4882 (177
Unallocated expenses FIRER (18,129)  (19,797)
Other revenue Etls 733 1,740
Loss from operating BEzE T
activities BB (12514)  (20,234)
Finance costs BEER (10) (24)
Loss before tax BHAER (12,524)  (20,258)
Tax KA 143 634
Net loss from ordinary RRER T
activities attributable HEEH
to shareholders FRFE (12,381)  (19,624)

SEEAEHRARE

REMNKRERAERZA| 9
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Note: PR EE -
During the year ended 31 March 2005, in the opinion of the REE_TTRF=A=T—HILF
directors, separate disclosure of the business segment of ER - EFERAREBIHGERSE 2
provision of mobile value added services was more %i‘“"*ﬁf‘ﬁbﬂﬁi?ﬁ ZERMAKE
appropriate in reflecting the Group’s segment information. ZOBERMERAEE - Al - &
Accordingly, certain comparative amounts have been FhHRZEHECEEHHE - EEE
reclassified to conform with the current period’s presentation. M Z 23 °
4. Loss from Operating Activities 4. REEKER
The Group’s loss from operating activities is arrived at after AEBZEEEBBBENR (G
charging/(crediting): A) T EIERZEE -
Six months ended Three months ended
30 September 30 September
BEAAZTHILAEA BEAA=THL=MEA
2005 2004 2005 2004
—ZZRE —TTNFE ZTTHFE —TITNF
HK$°000 HK$°000 HK$°000 HK$’000
TER FET FEx FHET

(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER) (REER) (RBER)

Depreciation e 868 1,376 434 642
Minimum lease payments mERE ffﬁ
under operating leases: HERMK
Land and buildings T REF 3,321 3,521 1,663 1,803
Staff costs: BIKA :
Wages and salaries IERES 13,107 13,857 6,539 6,997
Pension scheme RIKE ET B R
contributions 1,137 1,595 570 903
Profit on disposal of HEEE B E
fixed assets 234 7 (7) - (5) -
5. Tax 5. BiE
Six months ended Three months ended
30 September 30 September
BEAA=+RHLEAMEA BEAA=+THL=ZMEA
2005 2004 2005 2004

“ETRE —TTNF CZZTTRF —TITNF
HK$’000 HK$’000 HK$’000 HK$’000
FTER FET FTiEx FTHET
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REE®R) (REER) (REER) (RBER)

Current period provision: ARERR A

Hong Kong B - - - -

Elsewhere H b [ - 12 - -

- 12 - _

Hong Kong profits tax REIFBFEH

refunded - (503) - (503)
Overprovision in prior years & 4F 8 & # &5 (143) (143) (143) (143)
Tax written back for the period i A1 22 7 18 o] f8 (143) (634) (143) (646)

ENEEREBRALLTA ZETRFEPRHREEARS
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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
2005 (2004: Nil). Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

The Group’s subsidiary operating in the PRC is adjudicated
as a “=® ¥ 1T & % by the PRC governmental authority. In
accordance with a notice issued by the PRC governmental
authority, the subsidiary is entitled to a subvention on 3.5% of
its assessable profits for the period from 1 January to 31
December 2005 when all attaching conditions are complied
with.

There was no unprovided deferred tax in respect of the six
months and three months ended 30 September 2005 and at
the balance sheet date (2004: Nil).

Loss per Share

The calculation of basic loss per share amount for the six
months and three months ended 30 September 2005 are
based on the unaudited net loss from ordinary activities
attributable to shareholders of HK$12,381,000 (six months
ended 30 September 2004: net loss from ordinary activities
attributable to shareholders of HK$19,624,000) and
HK$5,667,000 (three months ended 30 September 2004: net
loss from ordinary activities attributable to shareholders of
HK$9,234,000), respectively, and on the weighted average
number of 511,250,000 ordinary shares (both for the six
months and three months ended 30 September 2004:
511,250,000 ordinary shares) in issue throughout the periods.

The amount of diluted loss per share for the six months and
three months ended 30 September 2005 and 2004 have not
been disclosed, as the share options outstanding had an anti-
dilutive effect on the basic loss per share for the periods.

“ETHFPHFEERS R E N R ER B R 2 F
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165 B 8 4585 185 5619,624,0007 7T)
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7. Fixed Assets 7. BEEE

AEBZETEEESHNT

The movements of fixed assets of the Group were:

Net book value, beginning of
period/year

Additions

Disposals

Depreciation

Exchange realignment

Net book value, end of
period/year

Inventories

Work in progress
Finished goods

FREVFE - B9,/ F1

NE
HE
Fiik
ERECE

REDFE - B Fe

R
E

No inventories were stated at net realisable value as at 30
September 2005 and 31 March 2005.

RENKRERAER QA

30 September 31 March
2005 2005
—EETRF —ETRF
hA=+A =A=+—H
HK$’000 HK$’000
FiER FET
(Unaudited) (Audited)
(RBER) (&%)
4,415 2,872
1,979 3,747

(2) (12)

(868) (2,204)
- 12
5,524 4,415

7E

30 September 31 March
2005 2005
—EERF —TTRF
hA=+A =A=+—H
HK$’000 HK$’000
FiEx FHET
(Unaudited) (Audited)
(REFER) (&%)
83 166
1,100 3,010
1,183 3,176

HEZ

HFEIIE -

R R FRHEERS
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10.

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 as at the
balance sheet date, net of provisions, is as follows:

0 - 90 days 0%90H
91 - 180 days 91E180H
181 - 365 days 181£365H
Over 365 days iBiA365H

Trade Payables

An aged analysis of the Group’s trade payables as at the
balance sheet date is as follows:

0 - 90 days 0Z£90H
91 - 180 days 91£180H
181 — 365 days 181E365H
Over 365 days E#iA365H

—esnEamEaRs R EN R ERAR 2 F

FE Wt B 5%

REEBEHNZRE  BURER
BEEEY - BURTIZERRE Tﬁ
BT AR RS - WEA R
HE2 P2 |REHREM - TR
B o SRR E LR -

é EH A Zli‘ﬁlZFguﬁzﬁEm@ W g
1) 2 M

30 September 31 March
2005 2005
—EERF —TTRF
hA=+A =A=+—H
HK$’000 HK$°000
FiEx FHET
(Unaudited) (Audited)
(REFER) (g&E=%)
13,071 11,005

6,633 4,449

132 1,248

79 481

19,915 17,183

10. FEATERA

REER - AEEZEAERZER
AT

30 September 31 March
2005 2005
—ETRF —ZTRF
hA=+A =A=+—H
HK$’000 HK$’000
FiER FET
(Unaudited) (Audited)
(RBER) (&%)
1,129 2,082

1,262 153

522 234

10,567 10,397
13,480 12,866
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11. Share Capital 11. B
30 September 31 March
2005 2005
—EEEF —TTRHEF
hA=+A =A=+—H
HK$’000 HK$’000
FET FHET
(Unaudited) (Audited)
(REER) (B E|%)
Authorised: EEIRA
2,500,000,000 shares 2,500,000,000/% & i E &
of HK$0.10 each 0.10 7L 2 19 250,000 250,000
Issued and fully paid: BETRHAZKRE
511,250,000 shares of 511,250,000/% & % (&
HK$0.10 each 0.10% 7T 2 i 15 51,125 51,125

12. Operating Lease Arrangements

12. KeHEETH

i3

AEBERBEEHELHEES TH
REMERAE - KEHREENE
ZHEMR-—E=5T%-

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 three
years.

RZZEERFAA=+H  FEER
BRI AL B ER S ER 2 KK
REEENREENT ¢

As at 30 September 2005, the Group had total future minimum
lease payments under non-cancellable operating leases falling
due as follows:

30 September 31 March
2005 2005
—®BRE T4
hA=+A —A=+—8
HK$’000 HK$’000
FiEx FAT
(Unaudited) (Audited)
(REER) (B E%)
Land and building: T RAETF
Within one year —FR 5,419 4,224
In the second to fifth F_EZERF (BE
years, inclusive HEME) 294 1,473
5,713 5,697
Motor vehicles: AE
Within one year —FR 194 333
In the second to fifth FE_EZERF (BE
years, inclusive HEME) - 45
194 378
5,907 6,075

RENEERAER 2 A R R FRHEERS
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13.

14,

15.

The Company did not have any significant commitment under
non-cancellable operating leases at the balance sheet date.

Commitments

Capital commitments contracted for

REN—HPEHEEAR

Investment in a subsidiary
in the PRC

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

Contingent Liabilities

The Company has given corporate guarantee in favour of a
bank to the extent of HK$31,199,000 (31 March 2005:
HK$31,199,000).

As at 30 September 2005, the bank facilities granted to a
subsidiary subject to this guarantee given to a bank by the
Company was utilised to the extent of approximately
HK$444,000 (31 March 2005: HK$444,000).

Connected and Related Party Transactions

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

Rental expenses paid BENEERX
Handling services fee paid BT R R AR TS B
Rental expenses paid BENEERX

—EEAEHEERE

13.

14.

15.

AR @) A A AF ] A A i EE
ZEREE -

NEER -
KEMEE

IR

BTN EERTR 2 A EYE

30 September 31 March
2005 2005
—EERF —TTRF
hA=+AH =A=+—H
HK$’000 HK$°000
FiEx FHET
(Unaudited) (Audited)
(REFER) (g&E=%)
3,900 3,900
AAGBREE B EERAE -
RAREE
AAF W —BRTIRM A HE

m1%om&mp,77ﬁ¢ A=+
—H 31,199,000/ 7T) 2 A A FE R °

RZZERFNAE=1+H  BEARQ
AlM—RERITREZ BRTR T —H
B AR 2 $RITRVE B B) A 4)444,000
BL(ZEZTRAF=A=1+—8":
444,000/ 1) °

BERBHEALRS
EAE'HW ﬁiléﬁiﬁi EANLTETIE
AE

Six months ended
30 September
BEAA=+THLAEAR

2005 2004

—=25 —zEm

HK$’000 HK$’000

Notes FET FHET
B 5 (Unaudited) (Unaudited)
(REER) (REEZ)

0 383 378
(i) 424 421
(i) 207 180

2 M R EZ

B A R
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(iii)

=3

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.

ERBEERER2A

() BREESIRARE R —HBER
AAEREMXN  ZEELQR—
BRRDARRESFERAFEELZ
ER - AAREEDER - AR
2REBZAMMEHRSE -

(i) ENEEREERE—HEEQF
BRIE AR B IR (E AR P 2
BR ZBERRZMERRTIAR
RAEREMTAREZETRE
F o EHERNREANA-_ZE
ZENRAZ TR ZHEZ &R
HR e

(IVEEESIRARERARRES
EEprEREZFREBRLLAE
EEMERTEEMA - AAF
BEEWR - AADN2RERQRT
BEEEHE -
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INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the six months ended 30 September
2005 (2004: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The consolidated turnover for the six months ended 30
September 2005 was HK$34,341,000, representing an
increase of 14% over the same period in 2004. During the
period under review, the revenue from Mobile Value Added
Services (“MVAS”) business increased by 97% to
HK$30,529,000 compared with the same period of last
year. On the other hand, the revenue generated from
provision of broadband data networks and Internet
backbone solutions and provision of e-commerce
solutions and related IT consultancy services were
decreased by 68% to HK$3,432,000 and by 91% to
HK$358,000 respectively.

For the three months ended 30 September 2005, the
revenue from MVAS business was increased by
HK$8,475,000 and the revenue from solution integration
business was significantly decreased by HK$10,176,000
compared to the corresponding period in 2004. The
consolidated turnover for the three months ended 30
September 2005 was slightly decreased by HK$1,701,000
or 9% compared to the corresponding period in 2004.

Among MVAS revenue, revenue from Interactive Voice
Response Services (“IVRS”) and Multimedia Messaging
Service (“MMS”) increased significantly in the current
period due to increased popularity of these services in
China market and more marketing and promotion
activities being launched. Besides, revenue from Wireless
Application Protocol (“WAP”) was also increased
significantly in the second quarter of 2005 due to change
of promotional strategy. However, the increase in revenue
from IVRS, MMS and WAP was partly offset by the
decrease in revenue from Short Messaging Services
(“SMS”), which was mainly due to the removal of silent
mobile phone user accounts by telecom operators.

—EEEErHEAES EE N B ERAER A F

hHRE

EFETRANBE_TTAFAA
=+ B 1k 718 B R B £ 1 7R AR
(CEEmE ) -

EEENWR D
B 35 ELBE

REEHRE-_ZSZTHREAA=THIE
SNME A 2 ERE & ¥ 5 534,341,000
UC RM_TZOF R L MN14% A
EIEEEIA - B B)IGERE ([MVAS])
E¥BZREREFRBEMIT%E
30,529,000 70 c Z—HHE © REE
SEEIE R R EBA T R RERTE
T 4 2 U508, 1 68 % 2= 3,432,000/
7T Mt EFERERRATRREE
MEHE B B 2 AR ATE S 2 W
BIl3E 2 91% = 358,000/% 7T °

HE-_ZTRFAAZ=ZTHIL=@E
A MVASER 2 Wik MR R R
EEBZWED IR -TTNFRE
#18,475,000% jT K A 18 B 4
10,176,00057C - HEZ-TZTHF 11
A=+tBIE=MA  HKeExEs_
=T Y4 [F] BRES 30R, 401,701,000 7T
59%

EMVASH s EF - REEHEZ[E
FERR T ([IVRS]) &% A8 & B R 15
(TMMS]) Z U 2% 7 B A9 K IR 1 A0 -
FERABZERE R T EATISHBR
T URETEZMSEREREEE
BIFTEN o WA - RIS HEREE
B W_TTAFE_FREELRE
9 E BRTS (TWAP)) Z Uz TR oK
TR0 - AT - REIVRS * MMS &
WAPZ Sz RA MRS
([sMS)) Yezsim L mig iy - TEZ
EMEEEMENRESEEALR
BATE -
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The Group’s gross profit for the six months ended 30
September 2005 amounted to HK$16,614,000,
representing a 74% increase as compared to the same
period in 2004. Moreover, the gross profit margin was
increased by 16% from 32% to 48% in the current period.
The increase in Group’s gross profit margin was because
MVAS accounted for 89% of the Group’s turnover in 2005,
which was largely increased from 52% in 2004, and the
gross profit margin for MVAS business is generally much
higher than solution integration business.

During the six-month period under review, the selling and
distribution costs were maintained at similar level as last
period. The promotion and marketing expenses for MVAS
business were significantly increased during the current
period, however, it was mostly net-off by the decrease of
staff cost, business trip and entertainment expenses due
to curtailing of solution integration business. The general
and administrative expenses were decreased by 11% to
HK$18,483,000. On the other hand, the other operating
expenses were increased by 81% to HK$1,199,000 as
higher staff cost for research and development team was
incurred during the period.

The overall operating expenses including selling and
distribution costs, general and administrative expenses,
other operating expenses and finance costs amounted to
HK$29,871,000 for the six months ended 30 September
2005. Such amount was slightly decreased by
HK$1,665,000 or 5% as compared to the corresponding
period in 2004.

The net loss from ordinary activities attributable to
shareholders for the six months ended 30 September
2005 was HK$12,381,000, representing an improvement
of HK$7,243,000 or 37% as compared to HK$19,624,000
for the same period in 2004.

28 K&

B ER LA

AEEHE-_TTRFNLAZTHL
NE A 2 EFi£16,614,0008 7T+ 8K
ZTTUFREAEINT4% o tEHD - ]

N2 EFNRIEIN16%HE32%E48% °
ANEE 2 EFEIE T AR MVASHE
NREBR -_ZSTREZEEHB
89% ' MiER =TT IF 252% K18
BINEMVAS¥ER 2 EFE—KME
RENRRTREAEBZEFE -

REEZ A EARA - HE RS HEK
R#FrR e FHEEEZKFE -
MVASEH 2 EERMISHER N
ANEARI AN AN - AT RERAX 2
AEDERME R RS RESERM
SIMBINA EBEREBRRIERE
R mEEE o —MERITHREAZRE
111%% 18,483,000/ 7T ° B — 7
o ARAEBRARERNEESRSZ
BIRA - E b 48 & B X & M on
81%% 1,199,000/ 7T °

HE_ZETZRFNLA=FTHLA~RE
A BRELLEAY (BREEERDH
AR - —MRITHAS - HAib &5

i&%ﬁ%%)kmsﬁom%m
TN F R KR D
L%amaanxs%o

ﬁ

BHE-_ZTRAFAA=THILAE
A k%ﬁﬁaaiﬁ%ﬁaﬁﬁ
12,381,000/ 70 + 8 =T T P04 [/ Hf
219,624,000,%EE&%7,243,000,%7E
537% °
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Financial Position, Liquidity and Financial Resources

The shareholders’ fund of the Group as at 30 September
2005 was HK$34,258,000 (31 March 2005:
HK$46,639,000). The Group had net current assets of
HK$27,707,000 (31 March 2005: HK$40,776,000). The
Group’s current ratio, as a ratio of current assets to current
liabilities, was approximately 1.9 as at 30 September 2005
(31 March 2005: 2.9).

During the period under review, the Group financed its
operations mainly with its revenue from operation, internal
resources and balance of proceeds from initial public
offering. The Group had cash and bank balances including
pledged bank deposits of HK$31,167,000 as at 30
September 2005 (31 March 2005: HK$33,958,000). The
Group’s financial and liquidity positions remain at a stable
and healthy level.

Gearing Ratio

As at 30 September 2005, the gearing ratio of the Group,
as a ratio of total borrowings to shareholders’ fund, was
0.1% (31 March 2005: 0.2%).

Capital Structure

The shares of the Company were listed on GEM on 28
March 2000. There has been no change in the capital

structure of the Company since that date.

Significant Investment and Disposals

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

—ETRFPEERS | R E R BEER AR 2 F

BEHMRRE RBESRVBER
RZZEZTRFALA=1THE F&EEZ
% 58 & /X 534,258,000 7T (T E
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ﬁ) Z’S/E.Zwéﬁﬁ}%/?fﬁtj
27,707,000 L (ZEERF=A =
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Foreign Currency Exchange Exposure and Treasury
Policies

The Group’s trading transactions, monetary assets and
liabilities were substantially denominated in Renminbi,
United States dollars and Hong Kong dollars. As the
exchange rate of all these currencies 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 2005, no related currency hedges were
made by the Group.

Capital Commitment

As at 30 September 2005, the Group had capital
commitment contracted for investment in a subsidiary in
the PRC for the amount of HK$3,900,000.

Save as disclosed above, the Group had no significant
commitment as at 30 September 2005.

Banking Facilities

As at 30 September 2005, the Group was granted banking
facilities of HK$444,000 that were secured by the Group’s
bank deposits of HK$444,000. As at 30 September 2005,
the banking facilities utilised by the Group amounted to
HK$444,000.

Contingent Liabilities

In 2004, Grace & Digital Information Technology Co., Ltd.
(“GDIT”) filed a civil complaint against the Company and
other parties in the Superior Court of California (“the
Court”) for the County of Monterey in the United States of
America (“U.S.A”). With respect to the Company, GDIT
alleged in its complaint that the Company purportedly
interfered with a contract. GDIT then sought
compensatory damages against the Company, and other
defendants, in excess of US$59 million. GDIT also sought
unspecified punitive damages against the Company and
other defendants.
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During the period under review, the Company filed a
motion to quash service of GDIT’s complaint and to set
aside a default. In July 2005, the Court granted the
Company’s motion. The Court set aside the default and
quashed the service of the complaint on the Company on
the grounds that the Court lacks jurisdiction over the
Company. GDIT may appeal that ruling to the California
Court of Appeal. Based on California law, the time for GDIT
to file an appeal of the court’s order quashing service of
the complaint ran out on 4 October 2005. To date, neither
the Company nor its counsel in the U.S.A. has received
any notice of appeal from GDIT. Currently, the Directors
consider a provision for the action is not necessary.

Save as disclosed above, the Group had no other material
contingent liabilities.

Employee and Remuneration Policy

As at 30 September 2005, the Group had a total of 172
employees. The Group’s remuneration policy is basically
determined by the performance of individual employees
and the market condition. 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 2005, the Group
continued to concentrate on expanding its MVAS
business, the MVAS revenue recorded a turnover of
HK$30,529,000, representing a 97% increase when
comparing with that of the prior corresponding period. The
revenue of MVAS increased significantly because it further
expanded the customer base of the Group. At the same
time, revenues of the other business segments were
decreased which is in line with the Group’s planned
business strategy. The Group achieved gross profit margin
of 48% for this period. The net loss from ordinary activities
improved by 37%. Despite the rapidly changing MVAS
industry regulations and policies, the Group continued to
keep the MVAS revenue in a healthy and stable growth in
the second quarter of 2005.
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During the first quarter, the Group entered a pilot testing
agreement with a mobile operator to launch its Mobile
Intelligent Navigation Engine (“MINE”) powered mobile
music search platform for 3 provinces in China. The music
search pilot test was completed in September with an
overwhelming success. As a result, the music search
platform has been rolled out to 4 additional provinces in
China. Within six months, MINE has launched in 7
provinces with a potential reach of over 70 millions mobile
subscribers and 30 millions ring-back tone subscribers.
MINE is the first commercial mobile music search platform
in China. The Group is pleased with the outcome and
plans to deploy MINE search platform to other provinces
in China. In addition, MINE mobile search solution was
adopted by one of the largest handset manufacturers in
China by embedding the kjava version of MINE music
search solution onto their latest handset models.
Furthermore, numerous content and service providers
approached the Group for alliance and cooperation on
MINE. The Group will carefully evaluate the opportunities
being put forward.

The Group has re-structured and streamlined its MVAS
organization by business lines during the first half of 2005.
As a result, the Group has achieved a higher operational
efficiency and productivity as compared with the same
period last year. These achievements have been reflected
by the Group’s improved gross profit margin and lowered
general administration expenses. The Group expects the
operating costs of MVAS will be gradually and steadily
decreased. At the same time, it is expected that the bad
debts rate will be lowered and the credit periods to
telecom operators will be shortened. The Group expects
that gross profit margin will be further improved in the
second half financial year.

Due to the rapidly growth of the MVAS business, the
Group has established a dedicated customer services
team in order to meet the increasing need by a vast
number of potential mobile users. The Group plans to
acquire new call center equipments and software to
automate the workflow and handle the increasing
capacity. The customer services team will play an
important role to bridge the gap between the mobile users
and our businesses.
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On the broadband data network and Internet backbone
solutions business, the Group completed during the
second quarter the China Unicom VOIP V project in the
provinces of Liaoning and Henan for the preliminary stage
and in Guizhou, Shandong, Heilongjiang and Hainan for
the final stage. Besides, the Group completed the China
Unicom VOIP phase six extension project in the provinces
of Liaoning, Anhui, Jiangxi, Ningxia, Chongging and
Shandong for its equipment installation works. In line with
the Group’s business direction, the team has been mainly
focusing on completion of the existing projects and the
collection of accounts receivable.

The Group aims to elevate the income of MVAS business
by building a strong product sales team and developing
alliances with leading media and technology partners. The
Group anticipates MINE will create new opportunities for
the Group. The management is confident that the Group
is well positioned to take up growth opportunities in the
telecom industry in China in this financial year.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 September 2005, the interests or short positions
of the Directors and chief executive of the Company in
the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)) which were notified to the Company
and the Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO), or which were recorded in the register
required to be kept by the Company under section 352 of
the SFO, or which were required, pursuant to the Code of
Conduct regarding Securities Transactions by Directors
adopted by the Company (“Code of Conduct”), to be
notified to the Company and the Exchange, were as
follows:

EERERG - HERORERE
B2 EEmRAR

R-ZZZRFEAA=1+A  ARAE
EREBITHABRARQR S EEM
HEEZE(EEREHFRBEKN
(IBHERBEHED]) EXVE) 2 &
5 ABBARIR D REEE T E A RIEE
ERIERGIEXVEBETRESH A
HMEARA LM ERIAR
(BENEBRESEREEEZZ
ZSHEXWBRIAEBEE 2 EEIAK
B) HERHRARRIRELSRHE
B35 BB T 2 & Mm 2z 4
mEAR  REAARERMAZE
RETEHFRSMIZEST A (ELESF
A1) BRI AR DR KB A 2 S
KEWT -

Long positions in the shares of the Company RARBRDZHER
Percentage of
the Company’s
issued share
Capacity and Number of capital
Name of Director Notes nature of interest ordinary shares A1 FE BT
e M REREHRME EBRRROHA BRAEBD
Mr. Yip Heon Ping (1) Object of a discretionary 404,280,619 79.08%
EmTisE family trust & interest of
a controlled corporation
2RREEFEZHER
REHAR R
Mr. Yip Seng Mun ) Founder of a discretionary
ERREE family trust & interest of 404,280,619 79.08%

controlled corporations
2RREEFEZEBAR
REHIDAE
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Notes:

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

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

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

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

Long position 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.

“ETHFPHFEERS R E N R ER B R 2 F -

CEX

(1) % Z W1 B Greenford Company
Limited * Century Technology Holding
Limited 2 Bakersfield Global
Corporation %l LA The Greenford Unit
Trust » The Century Unit Trust}2 The
Bakersfield Unit Trust 5 55 A & 19 £
B - Z5 55T 2 BB B9 f Cititrust
(Cayman) LimitedAThe New
Millennium TrustZ Z7EA F 9354 -
1M The New Millennium TrustJ5 & B A
HERFEERER—E2RTELHR
Mk 2 2RERIEET -

Erh + Greenford Company Limited (47
FXFRERRFEA)RFE
155,931,035/% % {5 - Greenford
Company Limited,z 2 #8 2 317 & AN i
HERTEraEERESR -

(2 WBEFFRAEKY ZEBRRSE(H
B ER T AARER BEThe New
Millennium TrustZ &l A) # 1% AR 7R
A F)404,280,619f% M fh R A 2w o

H e+ Century Technology Holding
Limited & Bakersfield Global
Corporation (40 - 3 fr it ¥ 1E & 5 5%
A) 5 5 #5E 155,931,035 % ik 15
92,418,549k k15 - Century
Technology Holding Limited &
Bakersfield Global Corporation &
ERERITRABEBRR AT RE
F=i
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Save as disclosed above, as at 30 September 2005, none
of the Directors or chief executive of the Company had,
any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) which would have to be notified to the Company
and the Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO), or which were recorded in the register
required to be kept by the Company under Section 352 of
the SFO, or which were required to be notified to the
Company and the Exchange pursuant to the Code of
Conduct.

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 GEM of 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 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 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.

—ETRFPEERS | R E R BEER AR 2 F
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Options to subscribe for shares of the Company under  RIBEEZFTBE R QA TRMD 2B RE
the Old Scheme

Details of the outstanding share options during the six-  #£ /16 5 Hi R A 15 R 17 {8 B AR i 2 =%

month period are as follows: BT -
Number of share options
Lapsed Date of Exercise period Exercise price
Name or category At 1 April during At 30 September share options  of share options  of share options
of participant 2005 the period 2005 re-granted * re-granted re-granted **
sz R-225%F ET = 5l BER ESBRE  EABRE
HZ B mA-A 3 hAZTH ERAH" ZITRAR zhﬁ%“
HK(
BT
Directors
EE
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 22 August 2001 to 0.40
EBREE “ET-% 21 August 2011
NE=Z+=H —ZTE-F
NAZ+ZHE
2%
NA=t+-H
M:r. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 2001 to 040
EmTas “ET-% 21 August 2011
NEZ+ZH ZET-F
NAZ+ZHE
—E——F
/ \ﬂ +_ A
Mr. Yip Heon Waif 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
Empe ks Z3%- 21 August 2011
NAZt+ZR 22
NAZ+ZHE
—E—-F
NA=+-H
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
Emais “ET-F 21 August 2011
NAZt+ZR Z3%-
NRZ + BE
)\ﬂ _+ A
22,900,000 - 22,900,000
Other employees
of the Group
rE@EMES
In aggregate 4,585,000 (120,000) 4,465,000 22 August 2001 22 August 2001 to 0.40
At 2% 21 August 2011
NEZ+ZH —2%-F
NAZ+ZHZ
2%
NA=t+-H
27,485,000 (120,000) 27,365,000

EERERL2A R R FRHEERS
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Options to subscribe for shares of the Company under  RIEHHEFTE R QA TRMD 2 BRE
the New Scheme

Details of the outstanding share options during the six- £/~ 16 5 HiR A 15 R 178 B AR i 2 &%

month period are as follows: BoT -
Number of share options
BREHE
Granted Lapsed At 30 Date of Exercise period  Exercise price
Name or category At 1 April during during September  share options of share options  of share options
of partlmpant 2005 the period the period 2005 granted* _ granted _ granted ™
2% R=ZZLfF B B R-2TEE BRE fRuBRE FRUERE
HZ R ER mA-A BT x4 ABZtH ERAH  ZARER zhﬁ%“
HK
BT
pirector
Mr. Au Shing Kwok® 500,000 - (500,000) - 22May2002 22 May 2002 to 0.26
BAB L AH ZZEZF 21 May2012
BAZTZH It > Sk 2
BAZ+=ZRZ
-
AE-f-H
Other employees
of the Group
rEEEMES
In aggregate 1,490,000 - (650,000) 840,000 22 May2002 22 May 2002 to 0.26
CH “EEZF 21 May 2012
TAZTZA “ZZCfF
il oty =g
—ZE--
RE-t-A
In aggregate 5,090,000 - (720,000) 4.370,000 26 March 2004 26 March 2004 to 0.10
ait ZZZMF 25 March 2014
ZA= + ~H —ZENE
=Rt/ RE
—2-RmE
=it il
Others
In aggregate 1,200,000 - - 1,200,000 26 March 2004 26 March 2004 to 0.10
ait -*‘PIJE 25 March 2014
—15H —TENE
=Rt/ RE
—2-RmE
=ik il
In aggregate - 3,000,000 - 3,000,000 24 June 2005 24 June 2005 to 0.10
GHI ZZTHF 23June 2015
~EZTER —ZEnE
ARAZTWAZE
“E-nE
~EZTZH

8,280,000 3,000,000 (1,870,000) 9,410,000
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# In addition to the 5,300,000 share options personally held by
Mr. Yip Heon Wai, he is also deemed to be interested in the
share options held by his spouse (in her capacity as an
employee of the Company) to subscribe for 4,300,000 ordinary
shares of the Company at an exercise price of HK$0.40 within
the meaning of Part XV of the SFO, and whose exercise period
is from 22 August 2001 to 22 August 2011.

# 500,000 share options lapsed following the passing away of
Mr. Au on 8 August 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.

*k

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 2005, the Company had 27,365,000
and 9,410,000 share options outstanding under the Old
Scheme and the New Scheme, respectively.

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.
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INTERESTS AND SHORT POSITIONS OF FERFZHEIZRAKAE

SUBSTANTIAL SHAREHOLDERS

As at 30 September 2005, shareholders (other than the R-TZRENA=1TH  HARQF
Directors or chief executive of the Company) who had  RX {7 SR T B RIEES LB
interests of short positions in the shares or underlying — S1EHIEXVERE 2R E30 2 (5 AE
shares of the Company which would fall to be disclosed  HZARRAFHFE @ S HR AR FTIRE
to the Company under the provisions of Divisions 2 and 3 % K& Hi & 15| 533614 E 17 2 & it
of Part XV of the SFO, or which were recorded in the RWZHEFI AR ZBR(KAAFES
register required to be kept by the Company under Section st E BT A BB 40T -

336 of the SFO were as follows:

Percentage of

the Company’s

issued share

Capacity and Number of capital

Name of Shareholder Notes nature of interest ordinary shares {5 RAFE &

RRAE ME  ERERRME EBERBROYE TREABA

Greenford Company Limited 1) Directly beneficially owned 155,931,035 30.50%
ERERER

Century Technology Holding Limited 2 Directly beneficially owned 155,931,035 30.50%
BEREERER

Bakersfield Global Corporation 3) Directly beneficially owned 92,418,549 18.08%
ERERER

Cititrust (Cayman) Limited 4) Trustee of a discretionary 404,280,619 79.08%

(as trustee of The New
Millennium Trust)
(AThe New Millennium
TrustZ ZFEAF1H)

—EF

=

I FHRRERE

family trust & through

controlled corporations
2RREEFEZRTEA

REBXAHRT
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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) An aggregate of 404,280,619 shares were held through
Greenford Company Limited, Century Technology Holding
Limited and Bakersfield Global Corporation as trustees of The
Greenford Unit Trust, The Century Unit Trust and The
Bakersfield Unit Trust, respectively, all of the units of which
were held by Cititrust (Cayman) Limited as trustee of The New
Millennium Trust, a discretionary family trust established with
Mr. Yip Seng Mun as the founder and Mr. Yip Heon Ping as 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 2005, the
Company has not been notified by any persons (other than
Directors or chief executive of the Company) who had
interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section
336 of the SFO.

CEX

M

Greenford Company Limited% &5 & 2
TRABARBEEERNTAEER
HE -

Century Technology Holding Limited &
BEBTREABFARREFTEERL
EE A

Bakersfield Global Corporationz & 2
BIIRAARRRNEFEREREER
WA o

4 #£404,280,619 % % 15 £ Greenford
Company Limited - Century
Technology Holding Limited K&
Bakersfield Global Corporation? 5l LA
The Greenford Unit Trust + The Century
Unit Trust &2 The Bakersfield Unit Trust
ZREINGORE  ZEEERZH
A B i1 15 # Cititrust (Cayman) Limited
LAThe New Millennium Trust” & 5T A
H193#5% ° The New Millennium Trust
RTEHERAEEREERAPAR
NEMTLEERZEITEHRMEZ
2 R &{=+ ° Cititrust (Cayman)
Limited & Citibank Overseas
Investment Corporation .z & & iff @& 2
7] - T Citibank Overseas Investment
Corporation X A Citibank N.A.FT#ES ©
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COMPETING INTERESTS

None of the Directors or the management shareholders of
the Company or their respective associates (as defined
under the GEM Listing Rules) have any interests in a
business which competes or may compete with the
business of the Group, or has any other conflict of interest
with the Group during the period under review.

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

During the six months ended 30 September 2005, neither
the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities.

COMPLIANCE WITH CODE ON CORPORATE
GOVERNANCE PRACTICES

The company has applied the principles and complied
with all the code provisions set out in the Code on
Corporate Governance Practices as contained in
Appendix 15 of the GEM Listing Rules (“Code on CG
Practices”) throughout the period under review, except the
following deviations:

Code provisions

<F A5 32

A3.1 & C3 Following the passing away of Mr. Au Shing
Kwok on 8 August 2005, the Company
currently has only two independent non-
executive Directors and two Audit
Committee members
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Steps to be taken
Bz TR

The Company is now in the progress of
identifying and appointing a suitable
candidate to fill such vacancies
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Code provisions

<F AR
A4.2 Not all Directors are subject to retirement
by rotation at least once every
three years
THL2EESHEAZEIE-ERESE
_//\
B1.1 Following the passing away of Mr. Au Shing

Kwok on 8 August 2005, the majority of
the members of the Remuneration
Committee are not independent
non-executive Directors

%%E%I%$F77?£Eﬂﬂﬂaﬁﬁ
B FHWEEGZAZHKELRBY
#ﬂﬂé?

The Board was also in the progress of assessing the effect
of the implementation of the Code on CG Practices on
the Company’s operation. Save as disclosed, the
Company has met the code provisions set out in the Code
on CG Practices throughout the six months ended 30
September 2005.

Steps to be taken
BERzT R

The Board considered that for stability
reasons, the Chairman and the
Managing Director of the Company do
not need to be subject to retirement
by rotation in accordance with the
Company’s Articles of Association

BFEERARKIEE - REXARZES
B ARAIZEFERESLLERE
X WEEEAR

The Company is now in the progress of
identifying and appointing a suitable
candidate to fill such vacancy
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the six months ended 30 September 2005, the
Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. The Company
has also made specific enquiry of all 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 any of the Directors.

AUDIT COMMITTEE

The Company established an audit committee (“Audit
Committee”) on 7 March 2000 and has formulated its
written terms of reference in accordance with the
provisions set out in the Code on CG Practices. As
mentioned above, following the passing away of Mr. Au
Shing Kwok on 8 August 2005, the Company currently has
only two independent non-executive Directors and two
Audit Committee members, namely Mr. James T. Siano
(Chairman of the Audit Committee) and Ms. Tse Yuet Ling,
Justine.

The primary duties of the Audit Committee include the
review and supervision of the Group’s financial reporting
system and internal control procedures, review of the
Group’s financial information and review of the
relationship with the auditors of the Company.

The Audit Committee has reviewed the draft of this report
and has provided advice and comments thereon.
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REMUNERATION COMMITTEE

According to the Code on CG Practices, the Company
established its remuneration committee (“Remuneration
Committee”) on 17 June 2005 with written terms of
reference. As mentioned above, the Remuneration
Committee since 8 August 2005 has comprised one
independent non-executive Director of the Company, Ms.
Tse Yuet Ling, Justine (Chairman of the Remuneration
Committee) and one executive Director, Mr. Yip Heon
Keung.

The principal responsibilities of the Remuneration
Committee include making recommendations to the Board
on the Company’s policy and structure for all remuneration
of the Directors and senior management and reviewing
the specific remuneration packages of all executive
Directors and senior management by reference to
corporate goals and objectives resolved by the Board from
time to time.

By Order of the Board
Yip Seng Mun

Chairman

Hong Kong, 11 November 2005
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