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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.

BEBax AR A (TBRF)
RIZER (TRIZER]) 258

AERRATETESRERRZA
MR c—EmE - LRERM
2 REAERLT2ARBAEBA
BAIFE 8% - I8 B 28 FEOR R AR E A BE
b°%%1&%¥ﬁtm2A7W
REEEMEEERZE N REEER
Zﬁ%?@%ﬁmﬁﬂw°ﬁnhﬁ
ERTHREEAZS B
I AR %EH#Z%F&EWE&
BRE - AIERZEABERS - LA
BEMEE  RTAIERBESEHE
REMEREECRESE -

A A 36 AR £ T A BT B2
R EAIEREE 2B FAUREIER
FREE 2R HZEAZRA TSR
EE - FREERELAXREE
REEEaREBEEZWS -

RIERBHBERNZETERZRBEBR
ARl ERmMmE2EHARAE EF
Bo FHAT— &ﬂﬁf%ﬁ?iﬁ
BRENRAN - Bt BEREE
BEE  HERBABAIERAER U
HEBRIER LETRITAZRIER -

BXHAREZATHTEE - 4
LI G [ Bl 5T B I T K AE (] B
By - WK & B A& 2 AT
18] &8 20 PO 2 i 2 A 28 A fa B AZ E A&
15| B2 (F (] 1B K ASEETEAE ©

R TI BRI BT BIERES L
AR ([BIZMR_EMTARA) 1R B BT
RERIBHERER NG ([ARa]]).2
BH - 5EF([EF])HAREHRA
REFIEESFET - ARBISEF
EEH — U FEB AR TR - BLRE
BTHIR HE(E - (1) A& AEERHES
Iﬁﬁﬁﬁ\ﬁﬁ& %&Mﬁ$%
K5 QU AT EMEE - B
?Iﬁ%%ﬁ?ﬁ%#%i&@%ﬁ
R REC BRI FEEFZERE
RITIEM + WU R FE B2 HERE
axﬁgﬁ;@ °

ﬁi%ﬂﬁ%%ﬂﬁﬁl‘ﬁ@ﬁ



Prosten Technology Holdings Limited

First Quarterly Report 2006

HIGHLIGHTS

Turnover of the Group for the three months ended
30 June 2006 amounted to approximately
HK$16,237,000, representing a decrease of
approximately 5% as compared to the
corresponding period in the previous financial year.

Loss attributable to shareholders of the Company
for the three months ended 30 June 2006 amounted
to approximately HK$7,724,000, representing an
increase of approximately 15% as compared with
the same period of 2005.

The Board does not recommend the payment of any
interim dividend for the three months ended 30
June 2006.

FEBHE-_TTRFERA
=tHIE=ERZEEEN
716,237,000/ 7T+ ¥ F—
88 B F ERET B
5% °

BE_ZZXFXA=+H
IE=@A  AREREE
15 518 497,724,000/ 7T -
BR-TTAFRBEMG
15% o

EFETRARBE_TT
AEAAZTAE=EAR
BEMB RS -




First Quarterly Report 2006 | Prosten Technology Holdings Limited

UNAUDITED CONSOLIDATED RESULTS REERGEEE

The Board of Directors (the “Board”) of the Company is AAFNEEZE ([EEF])EHEMH
pleased to announce the unaudited consolidated results ~ AQT REMBAF ([KNEE])HE
of the Company and its subsidiaries (the “Group”) for the =~ —ZTZ/XF XA = 'l' EI thflﬁ ZR
three months ended 30 June 2006 together with the WEEZIGAEE  ER_ZTHER
unaudited comparative figures for the corresponding ﬁﬂZiR%é%%Tthf%(%ﬁﬂT :
period in 2005 as follows:

Three months ended 30 June
BEXA=+tBHLE=M@EA

2006 2005
—EEXRE —TTRF
Notes HK$°000 HK$°000
Mt 5= FExT FHET

TURNOVER EE L 2 16,237 17,099
Cost of sales SHE AR (5,993) (9,416)
Gross profit E7 10,244 7,683
Other income H Al A 315 335
Selling and distribution costs SHE R H AR (7,730) (5,032)
General and administrative expenses — % & 1T i &% (10,007) (9,275)
Other operating expenses Hibis e (544) 417)
LOSS FROM OPERATIONS KREEE (7,722) (6,7086)
Finance costs WisER (2) (8)
LOSS BEFORE TAXATION BRELAIE B (7,724) (6,714)
Taxation IR 3 - -
LOSS FOR THE PERIOD AATRR

ATTRIBUTABLE TO FEALERR

SHAREHOLDERS OF &8

THE COMPANY (7,724) (6,714)
LOSS PER SHARE FREE 4

Basic HAR (HK1.5) (HK1.3)

cents &1L cents &1l
Diluted e (HK1.4) N/A

cents &1l i A
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Notes:

1.

Basis of Preparation

The Group’s unaudited consolidated results have been
prepared in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified
Public Accountants, accounting principles generally accepted
in Hong Kong and the disclosure requirements set out in
Chapter 18 of the GEM Listing Rules.

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

The principal accounting policies used in the preparation of
the unaudited consolidated results are consistent with those
adopted in the preparation of the annual consolidated financial
statements of the Group for the year ended 31 March 2006.

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

Turnover

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

Taxation

No provision for Hong Kong profits tax and PRC enterprise
income tax had been made as the Group did not generate any
assessable profits in Hong Kong and the PRC for the three
months ended 30 June 2006 (2005: Nil).

There was no unprovided deferred tax in respect of the period
and at the balance sheet date (2005: Nil).

Loss per Share
(a) Basic

The calculation of basic loss per share amount for the
three months ended 30 June 2006 is based on the
Group’s loss attributable to shareholders of
HK$7,724,000 (three months ended 30 June 2005:
HK$6,714,000) and the weighted average number of
531,475,275 ordinary shares (three months ended 30
June 2005: 511,250,000 ordinary shares) in issue
throughout the period.
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5.

(o) Diluted

The calculation of diluted loss per share amount for the
three months ended 30 June 2006 was based on the
Group’s loss attributable to shareholders of
HK$7,724,000 and the weighted average number of
540,966,900 ordinary shares, after adjusting for the
effects of all dilutive potential ordinary shares for the
period.

A diluted loss per share for the three months ended 30
June 2005 has not been presented, as the share options
outstanding had an anti-dilutive effect on the basic loss
per share for the period.

(0)

i P

BE-ZZEXA=THIL=
BAZSREEHESIEIIEA
K E 2 IR E(E &5 187,724,000
TR OE B 2 kTR
540,966,900/% (4 FEEFTH EI A
BEBERNZVE)FE -

BE-ZTRAFAA=tAL=
BAZEREEBELRES
5 BRTTRZBREEZEA
ZEREABERERBETE -

Reserves 5. &%
Foreign
Share Statutory currency Share
premium reserve  translation option  Accumulated
account fund reserve reserve losses
&3 AT SME[E Bk &3t Total
BB BES SRR BRE B 3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEn ThEL FiEn FhL ThEL FiEn
At 1 April 2005 R-2FREMA-A 339,275 53 539 - (344,353) (4,486)
Loss for the period E;ﬁ NER - - - - (6,714) (6,714)
At 30 June 2005 ZEZRFRAZTR 339,275 53 539 - (351,067) (11,200)
At 1 April 2006 339,275 53 954 283 (371,533) (30,968)
Loss for the period - - - - (7,724) (7,724)
Issue of new ordinary shares E 1,912 - - - - 1,912
Recognition of share-based
payments - - - 461 - 461
At 30 June 2006 RZEZRERA=1A 341,187 53 954 744 (379,257) (36,319)
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INTERIM DIVIDEND

The Board does not recommend the payment of any
interim dividend for the three months ended 30 June 2006
(2005: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review
Revenue

The consolidated turnover amounted to HK$16,237,000
for the quarter ended 30 June 2006, which was decreased
by HK$862,000 or 5% as compared with the same period
in 2005. During the period under review, revenue from
Mobile Value Added Services (“MVAS”) accounted for
approximately 96% of the Group’s total consolidated
revenue. The MVAS revenue was increased by 5% to
HK$15,582,000 compared to the corresponding period in
last year. On the other hand, the revenue from solution
integration businesses were continuously dropped by
approximately 92% to HK$181,000. Our new strategic
product, Mobile Intelligent Navigation Engine (“MINE”),
first recorded revenue for approximately HK$474,000 in
this quarter.

The increase in MVAS revenue was attributable to the
increase in revenues from the Wireless Application
Protocol (“WAP”) and Multimedia Messaging Services
(“MMS”) and partly offset by the decrease in Interactive
Voice Response Services (“IVRS”) and Short Messaging
Services (“SMS”). During the quarter, WAP, SMS, IVRS and
MMS accounted for 40%, 38%, 12% and 8% respectively
of the total MVAS revenue. The percentage of revenue
attributable to WAP and MMS were increased by 34% and
7% respectively. The growth in WAP and MMS revenues
were attributable to the Group’s focused promotion and
marketing activities during this quarter. On the other hand,
the percentage of revenue attributable to SMS and IVRS
were dropped by 10% and 31% respectively. The
decrease of SMS and IVRS revenues were attributable to
the Group’s change in focus on WAP business and the
negative impact from strengthening market regulations by
the PRC telecom operators.
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Gross Profit

The Group’s gross profit was increased by HK$2,561,000
or 33% to HK$10,244,000. In addition, the Group’s gross
profit margin was increased from 45% to 63% in this
quarter. The improvement in gross profit and gross profit
margin was mainly due to the proportion of WAP revenue
to total MVAS revenue was largely increased from 6% in
the same period of last year to 40% for this quarter, and
its gross profit margin was higher than other MVAS
business lines such as IVRS and SMS.

Operating Expenses

During this quarterly period, the selling and distribution
costs increased by 54% to approximately HK$7,730,000
when compared to the same period in 2005. The increase
was mainly attributable to the increase in promotion and
marketing expenses for our MVAS business.

General and administrative expenses were increased by
HK$732,000 or 8% to HK$10,007,000 mainly due to the
increase in share-based payments during the quarter.

Other operating expenses were increased by HK$127,000
or 30% to HK$544,000 due to the staff cost for the
research and development team being increased during
the period.

The overall operating expenses including selling and
distribution costs, general and administrative expenses,
other operating expenses and finance costs amounted to
approximately HK$18,283,000 for the three-month period,
which was increased by 24% as compared to the same
period in 2005.

Loss for the Period Attributable to Shareholders of the
Company

Loss attributable to shareholders of the Company was
HK$7,724,000 for the quarter ended 30 June 2006,
representing an increase of HK$1,010,000 or 15% as
compared to the corresponding period in last year.
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Financial Position, Liquidity, Gearing Ratio and
Financial Resources

The shareholders’ fund of the Group as at 30 June 2006
was HK$19,919,000 (30 June 2005: HK$39,925,000). The
Group had net current assets of HK$14,570,000 (30 June
2005: HK$33,918,000). The Group’s current ratio, as a
ratio of current assets to current liabilities, was
approximately 1.5 as at 30 June 2006 (30 June 2005: 2.2).
As at 30 June 2006, the gearing ratio of the Group, as a
ratio of total borrowings to shareholders’ fund, was 0%
(30 June 2005: 0.1%).

The Group had cash and bank balances including pledged
bank deposits of HK$14,738,000 as at 30 June 2006 (30
June 2005: HK$33,193,000). During the period under
review, the Group financed its operations mainly with its
revenue from operations and internal resources. The
Group’s financial and liquidity positions remain at a stable
level.

The Group adheres to a prudent cash and financial
management policy. In order to achieve better cost control
and minimize cost of funds, the Group’s treasury activities
are centralized and the cash is generally placed on
deposits, mostly denominated in United States dollars,
Renminbi and Hong Kong dollars.

Capital Structure

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

For the period under review, the Group recorded a
turnover of HK$16,237,000, representing a 5% decrease
as compared with the same period in the last year. The
gross profit margin of the Group was 63% for this quarter
compared with the gross profit margin of 45% for the
corresponding period in 2005. The higher gross profit
margin of the Group was attributable to the increase in
MVAS revenue that has a higher profit margin and the
Group focused on relatively high gross profit margin
services lines of WAP and SMS. Although the Group’s
gross profit increased by HK$2,561,000 in this quarter, its
overall selling and distribution costs increased by
HK$2,698,000 to HK$7,730,000, mainly caused by the
marketing and promotion activities in the new products of
IVRS, WAP and SMS.

During this quarter, the Group continued to focus on the
wireless valued added services business in China. The
Group successfully allied with some media partners,
including fashion website, TV and newspapers. In
addition, the Group launched a new service line of Kjava
during this quarter.

In July 2006, China Mobile issued a series of new rules
and regulations to tighten its supervision over wireless
service providers. Such new polices are used to respond
to the complaints from mobile users and to clear up
abusive billing practice among services providers. The
potential revenue impact of the policy change on the
Group’s wireless value added services business would be
negative and likely be material in the fiscal year of 2006/
2007. The revenue from MVAS is expected to reduce
roughly by 20% to 30% in the coming quarters. The main
reasons included requirement of a longer free trial period
to be offered to subscribers, a double confirmation to be
required from new subscribers, and a billing reminder to
be delivered to subscribers. Such policy changes may
result in the revenue with a downward tendency.
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To respond to these adverse market conditions, the Group
has implemented a series of new cost control policies to
reduce the running costs and to improve the operational
efficiency of wireless valued added services team. The
Group has implemented a headcount reduction program
in July 2006 and an approximately 15% workforce has
been cut. In addition, the Group will be very selective in
choosing business partners to launch its promotion
activities in order to ensure the efforts of the Group would
be rewarded. In addition, an MVAS business operation
agreement will expire in August 2006 and the Group is
now discussing with the relevant business partner whether
and, if so, on what terms the Group will renew the
agreement. The Group may re-formulate its business
strategy and structure, if necessary.

On the broadband data networks and Internet backbone
solutions business, the Group continued to focus on the
final stage works of China Unicom VOIP phase six
extension services project during this quarter. Consistent
with the Group business direction, the team is still mainly
focusing on the completion of existing projects and the
collection of accounts receivable.

During this quarter, the Group’s new strategic product of
Mobile Intelligent Navigation Engine (“MINE”) started to
recognize its revenue. The Group plans to establish an
information center and music search platform for MINE in
Cheng Du in the next quarter. It will be used to facilitate
the Group to launch wireless music search services to all
provinces in China. To cope with China Mobile’s wireless
music strategy, the Group will continue to focus on the
development of wireless music search services in order
to provide mobile users a new experience of faster and
easier music download through their on-hand mobile
phone.

Due to the uncertainties of changes in wireless value-
added services market, the Group will place emphasis on
driving its operational costs down, continue to improve
its operating efficiency and monitor its resource allocation.
In line with the Group’s business direction, it will continue
to focus on developing the MINE project. The Group
expects that MINE will contribute progressively larger
share to the Group’s revenue in the near future.
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DIRECTORS’ INTERESTS AND SHORT EEZRRKfH - HERORES
POSITIONS IN SHARES, UNDERLYING SHARES 2 HEZR XA
AND DEBENTURES

As at 30 June 2006, the interests or short positions ofthe HR-_ZZXFNA=1+H EELE
Directors and chief executive in the shares, underlying  Z7TH A& \A N A AR R

shares and debentures of the Company or any of its E (TEREFHFLBEEN ([FEHR
associated corporations (within the meaning of Part XV of ~ Hi&E&6]) EEXVER) Z B p ~ HHEMK
the Securities and Futures Ordinance (“SFO”)) which were D R E5 T HERIEEF L EED
notified to the Company and the Exchange pursuant to ~ EXVEHE LM E NS EHAEME AR F]

D

Divisions 7 and 8 of Part XV of the SFO (including interests ~ BB Fr 2 # s R xR (BIEEEE
or short positions which they were taken or deemed to % N Hi & (&) ‘Mﬁﬁﬁ WXT&‘T%&MME_X
have under such provisions of the SFO), or which were 7%%7‘%%%21& wE) AR
recorded in the register required to be kept by the N AIRIEFE %‘&Hﬂhﬂ 25352

Company under Section 352 of the SFO, or which were fwﬁfz SRz #ERmRRE -
required, pursuant to the code of conduct regarding RIEARQRFFRMNEHESETES
securities transactions by Directors adopted by the X Z2Z{TASFEIAMERLNT R
Company, to be notified to the Company and the FTZEZEABMT ¢

Exchange, were as follows:

Long positions in the shares of the Company RARBRDZHR

Percentage of

the Company’s

issued share

capital

Note (4)

Capacity and Number of EARRQT

nature of interest  ordinary shares EELES

Name of Director Notes SR EER Btk

ESpA i &F REHE RO#A M 3T (4)

Mr. Yip Heon Ping (1) Object of a discretionary 404,280,619 71.89%
ERFLE family trust & interest of
a controlled corporation
2RREETEZHER
REH DA #R

Mr. Yip Seng Mun ) Founder of a discretionary 404,280,619 71.89%
EBERLE family trust & interest of
controlled corporations
2RREEEZEBAR
REH DA #R

Mr. Yip Heon Keung 3) Interest of 404,280,619 71.89%
EmEiE a controlled corporation

REH ARz R
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These shares are held by Greenford Company Limited,
Century Technology Holding Limited and Bakersfield Global
Corporation as trustees of The Greenford Unit Trust, The
Century Unit Trust and The Bakersfield Unit Trust, respectively.
All the units of which are held by Ace Central Group Limited
as the trustee of The New Millennium Trust, a discretionary
family trust established with Mr. Yip Heon Ping as one of the
discretionary objects for the time being.

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

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

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

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

Based on 562,375,000 shares in issue as at 30 June 2006.

N

=

CEX

M

(©)}

@

%% M 1 f 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 55 A & 19 £
£ ZEERZMAEMSAACe
Central Group LimitedAThe New
Millennium TrustZ 25 A FHFHH -
i The New Millennium TrustJ5 & B 1A
BERFEEREP—B2RIELHR
MRz E2RRIEET -

ZERMF - 155,931,035 A 1

Greenford Company Limited A 3t 5%

SEAH DA o Greenford Company

Limitedz 2 #2317 A A E 1w F 5
BmEAR -

BIEFEHFLBEKRD - The New
Millennium Trust 2 A 37 A K B3 A E
BREEEBAFALXRQA
404,280,619 ix 17 2 #E 2= ©

ZEMRMHF - 155,931,035/ A 15 K
92,418,549 i% 17 5 7 5 Century
Technology Holding Limited &
Bakersfield Global CorporationA it
ZEAFHHA ° Century Technology
Holding Limited }2 Bakersfield Global
Corporation® 8 2 £ # 2 #47iR & 15
HEBRRTEERESR °

25 % 4 AAce Central Group
LimitedZ W —E S R ME—KE - M
Ace Central Group Limited % _ #li The
New Millennium Trust” & FE A ©

RER -ZEZRFRA=ZTHEHET
2562,375,000% I 7 7t & -

ERERE
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Long positions in underlying shares of the Company

Share Options

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants include the Company’s
Directors and employees of the Group. Under the terms
of the share option scheme adopted by the Company on
7 March 2000, the Board was authorised, at its absolute
discretion, to grant options to the Company’s Directors
and employees of the Group, to take up options to
subscribe for ordinary shares of the Company. The share
option scheme became effective for a period of 10 years
commencing on the listing of the Company’s shares on
the GEM of the Exchange on 28 March 2000 (the “Old
Scheme”).

Pursuant to the annual general meeting held on 27 July
2001, ordinary resolutions were passed by the
shareholders to approve the cancellation and the re-grant
of the share options under the Old Scheme.

At the extraordinary general meeting of the Company held
on 9 April 2002 (the “EGM?”), ordinary resolutions to
approve the termination of the Old Scheme and the
adoption of a new share option scheme (the “New
Scheme”) were duly passed by the shareholders. Upon
termination of the Old Scheme, no further options will be
granted thereunder but in all other respects, the provisions
of the Old Scheme shall remain in force and all options
granted prior to such termination shall continue to be valid
and exercisable in accordance therewith. The New
Scheme became effective for a period of 10 years
commencing on 23 April 2002. Under the New Scheme,
the Directors may, at their sole discretion, grant to any
eligible participants under the New Scheme options to
subscribe for ordinary shares of the Company at the 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

RAQXFHEARD 2T A
W T A
RARZAE—ERERESE - §EH

BB RSB NN EIEE R
Bz e ERSEE - AEKSHEER
BARAREZEERAKERE - REX
NRAN-ZETTF = A+HRMNZ
BREAEER  EEoREES2E
MEREAARAEERAEEEES
RHBRE  UERBREREAD
Rz AR o AT B A A AR
PR_ETTEF=—RF -+ \BEHZ
FrEIZR E e Fm AR - AH10F
(r&:+8)) -

BRER-_ZZ-FEtA-_+EAAR
ZBREEFRE  BRRBEZTBAR
BoOHEREREMROEFETZ
BB -

ERRAFTN -_ZZ-FNANEHR
ZHEREFIAE (TREFIKRE])
FREEFRBBLRRAZER - #E
I B R R — B R &
(T#ret &) - REFTEIRIEE - BT
BIRBE SR HBERRE - e
ZEXRITBEMFENABR - A
R B 2T EBRESRES
KRR AT R ERET LAAT(E o FET I8
CEECFMA -+ = HEBER
BE0F - BIBEFETE - EFA 28
MEREAEMNEERSHEERTE
BEAE - DR ()P B4R ) B BRES X FT
BAHREE LAIAARBRNBIEAISE
RZWHE  RHBZEBELHREBEH
AR S MR EERES LA
ARRBRDEBERZ FHKH
& R)ROEEZER (URSE
BE)RERRAZEBEBR - HRHE
HEREZO R AZLH B HREL
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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 total number of shares which may be allotted and
issued upon exercise of all options to be granted under
the New Scheme is an amount equivalent to 10% of the
shares of the Company in issue as at the date of the EGM.

The maximum number of securities to be allotted and
issued upon the exercise of all outstanding options
granted and yet to be exercised under the New Scheme
and any other share option schemes of the Group must
not in aggregate exceed 30% of the relevant class of
securities of the Company in issue from time to time.

In accordance with the terms of the relevant share option
schemes, the exercise period of the options granted is
determinable by the Directors, and commences after
certain vesting period and ends in any event not later than
10 years from the respective date when the share options
are granted, subject to the provisions for early termination
thereof.

A total of 10,980,000 share options at an exercise price of
HK$0.17 per share and a total of 1,000,000 share options
at an exercise price of HK$0.38 per share were granted
by the Company on 10 May 2006 and 29 June 2006
respectively. During the three months ended 30 June
2006, a total of 70,000 share options were lapsed under
the New Scheme. As at 30 June 2006, the Company had
outstanding options to subscribe for up to 27,365,000
shares and 21,300,000 shares under the Old Scheme and
the New Scheme, respectively.

210 - MR AN RENRE
18T -

BRI T AT B3R 2 PR B R R
TEmA i RETZRODEE B
HEMEENEERRSIAEETH
HZARB D ETRNZ10% -

EARIEFT AT 8] R AN BT ] A B AR
REEMEE R FIEZMBRE
AT 2 BRI TEmAS PR R
BTy ES5RRYE  wASETE
BB BT AR R BERES
230% °

RZEA RSB B 2 1650 - TR
BREZTEHRRHBESEE - TR
HTRBHRAL  RETABRLT
REARESA WX EERER HEst
TEER - AT IR L Z G
R -

RARR-ZEEANEFRATER-Z
TRFANAZTNBDRIUAFZA0.17
7B TT 2 17 (B 1% H ££10,980,00017 &
e R A B AR0.38B T2 TR BHE T
$£1,000,00015 & #E - HEZT TN
FXNABZTHIE=EABRE - Rt
£~ 4 #£70,00015 BEREHE LK » A =
TTENFAA=ZTH  BREEFER
Fetdlc ARASREARERS
27,365,0008% %2 21,300,000/ f% 15
i ARATE R AR AE -
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The following Directors were granted share options under LA T%%ﬂ?‘d)@ ETEIEEEREUR
the Old Scheme to subscribe for shares of the Company, A QARG @ FHBHOT :
details of which are as follows:

Number of share options
BREHA
Lapsed Date of  Exercise period  Exercise price
At 1 April during At 30 June share options  of share options ~ of share options
2006 the period 2006 re-granted re-granted re-granted
Name of Director RZEEXRE L RZZERE BiRE ERBERE BERBRE
EEHE mA-A P ~B=1AH BERAH ZITEHR 218
HK$
B
Mr. Yip Seng Mun 6,000,000 - 6,000,000 22 August 2001 22 August 2001 to 0.40
EER%E “TT-% 21 August 2011
NAEZ+=H 5%
NEZ+ZB%
—E-—F
NB=t-H
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 2001 to 0.40
ETiE T 21 August 2011
NE=tZH 5T
NAZ+ZRZ
—E--F
NEB=+-H
Mr. Yip Heon Waif 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
ol ZTE-F 21 August 2011
NBZ+Z8H —2T-F
NEZtZBZ
—F-—F
NA=+-H
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 0.40
ERiE “TT-% 21 August 2011
NE=tZH —BT-E
NEZ+ZBZ%
NB=t-H
#  In addition to the 5,300,000 share options personally held by # B[4S A BRE A £ 5 5,300,00017
Mr. Yip Heon Wai, he is also deemed to be interested in the ARHEESN - TRHEAR R R H BB UARR
share options held by his spouse (in her capacity as an BlEE 5 10) RSl 2 s - IR
employee of the Company) to subscribe for 4,300,000 ordinary BB H R HE A EXVED ?§0.40‘}7§7f
shares of the Company at an exercise price of HK$0.40 within Z 171 (B3R fE 7~ X 7]4,300,0000% &
the meaning of Part XV of the SFO, and whose exercise period iR ZEEREZITERA-T 3 -
is from 22 August 2001 to 21 August 2011. FNAZ+ZHEZZ—FNAZ
t—AL-

None of the Directors were granted share options under  RIEFTTE] - ME LM ESEE TR
the New Scheme to subscribe for shares of the Company. B AR AR 2 B AL HE ©
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INTERESTS AND SHORT POSITIONS OF

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2006, shareholders (other than the Directors
or chief executive of the Company) who had interests or
short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of

the SFO were as follows:

Long positions in the shares of the Company

Name of Shareholder Notes
RREE Mt
Greenford Company Limited 1

Century Technology Holding Limited 2

Bakersfield Global Corporation 9

Ace Central Group Limited (4)
(as trustee of The New
Millennium Trust)
(The New Millennium Trust
ZRFEA)

Knicks Capital Inc. (5)

Mr. Zhang Xingsheng (5) & (6)

REAKL

TERR2EBERAR

=

RZTZTZRFAA=ZTH  RARF
R AR D P EARIEES R
BEROIEXVHE—_RE= ’\*BZMY
AMARTRE » RALHERAR
REE ﬁ&ﬁﬁh‘ﬂ%fﬂ%%m\%ﬁﬁz
TRz #asiAkrs 2 RE (KA
RIEERFETHAERINMOT
RARXRRG Z2HFE
Percentage of
the Company’s
issued share
capital
Note (7)
Capacity and Number of EAERQT
nature of interest ordinary shares BRITRAR
£ EER Bok
BHEME RPEE W EE(T)
Directly beneficially owned 155,931,035 27.73%
BERERER
Directly beneficially owned 155,931,035 27.73%
BERERER
Directly beneficially owned 92,418,549 16.43%
BERERER
Trustee of a discretionary 404,280,619 71.89%
family trust & through
controlled corporations
i *L%Eﬁfm E%ZXE{)\
REHR
Directly beneficially owned 51,125,000 9.09%
BERERER
Beneficially owned 51,625,000 9.18%

& through a controlled
corporation

Bi#EA
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The entire issued share capital of Greenford Company Limited
is beneficially owned by Mr. Yip Heon Ping, a Director of the
Company.

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

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

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 Ace Central Group 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
one of the discretionary objects for the time being.

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

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

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

Based on 562,375,000 shares in issue as at 30 June 2006.

Save as disclosed above, as at 30 June 2006, 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

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

(2) Century Technology Holding Limited%
BEBTRABEIRREFEERL
EEHES °

(3) Bakersfield Global Corporationz & 2
BITRAARRRNEFEREREERE
WA o

(4) & ££404,280,6190% % 1% B Greenford
Company Limited » Century
Technology Holding Limited &
Bakersfield Global Corporation? 5l LA
The Greenford Unit Trust + The Century
Unit Trust &2 The Bakersfield Unit Trust
ZREINGORE  ZEERZME
B {2 ¥9 th Ace Central Group Limited A
The New Millennium Trust> S 5EA &
9454 + M The New Millennium Trust
RAERAEBRREERANER
NEmMFELEEREP—R2EAETY
KM 2 2ERIEET

RN A)E £ B[R 58 5% 4 B Ace Central

Group Limited M — & 2 o Mt — IR 2R -
(5) Knicks Capital Inc.2 82 #{TAR AN H

REBESREERMES -

6 Ubsh - REEXEEMEEARRQA
500,000/ f (7 2 B A # &5 -

(7) BERZZZRFNA=+BEH#T
2.562,375,0000¢ i D a1 & °

BEXFRBEEI  R-TEBREX
R=18 KQrRYTEEMSEMA
T (RARESEREETHASR
BERBEER LIBRRPISEXVEE =
KB =D 82 R ARA R R W
HRER AR AIRESF KB GIIS
336 EF 2 ERMAZ AR BN
AR 2 EIORE ©

REMNKRERAERZA| 17
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TOP-UP PLACING OF EXISTING SHARES AND
SUBSCRIPTION OF NEW SHARES

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

The total of 51,125,000 placing shares represent 10% of
the Company’s issued share capital before the Placing
(511,250,000 ordinary shares) and approximately 9.09%
of its enlarged issued share capital of the Company after
the Placing (562,375,000 ordinary shares). The net
proceeds from the Placing was approximately
HK$7,000,000. The Company used such net proceeds
mainly for working capital of the Group. The placing by
transfer of shares was completed on 25 May 2006 and
the top-up subscription was completed on 26 May 2006.

COMPETING INTERESTS

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

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

During the three months ended 30 June 2006, neither the
Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities.

UEBEFAABRERERND
K 3288 # R A

RE-_ZZXFRATNBZEER
REWE - AATUEEEFHAB
— BRI FE = H L 51,125,0000% &
BEEIOE T B - NREE
BRIEBO14E T ([BEEEE]) -

Bl &R 1) A £ 551,125,0000% -
ARAREESETEAMEHETRA
(511 250,000% & @ A%) 10% + KA
AR E BHEBAZ B BEITRA
(562,375,000H§%§1§Hx)%@9.0996°
REEHEZAHABARBIEFENA
7,000,000/ 7T ° ARG E 2 HZA
BREFHEEAAEELEES - B
BEZERHZEEER-_TET FR
AZ+HARK  MAEERHZRE
jTEE/\_? 7/\¢£H +/\E|TEEX

([ZRN

e

REBEHA - SEBRAARZERE
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CORPORATE GOVERNANCE PRACTICES

Save for the deviations as disclosed in the annual report
of the Company for the year ended 31 March 2006, the
Company 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 three months ended 30 June 2006.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings as set out
in Rules 5.48 to 5.67 to the GEM Listing Rules. In response
to specific enquiry made by the Company, each of the
Directors gave confirmation that he/she complied with the
required standard of dealings and the code of conduct
regarding securities transactions by the Directors
throughout the three months ended 30 June 2006.

AUDIT COMMITTEE

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

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

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

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

REMUNERATION COMMITTEE

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

The Remuneration Committee comprises two
independent non-executive Directors of the Company,
namely Ms. Tse Yuet Ling, Justine (Chairman of the
Remuneration Committee), Ms. Lai May Lun and one
executive Director, Mr. Yip Heon Keung.

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

By Order of the Board
Yip Seng Mun
Chairman

Hong Kong, 10 August 2006
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