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

GEM has been positioned as a market designed
to accommodate companies to which a higher
investment risk may be attached than other
companies listed on the Stock Exchange. 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.

Hong Kong Exchanges and Clearing Limited and the
Stock Exchange take no responsibility for the contents
of this report, make no representation as to its accuracy
or completeness and expressly disclaim 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 Health Holdings Limited (the “Company”) collectively
and individually accept full responsibility, includes
particulars given in compliance with The Rules Governing
the Listing of Securities on GEM of the Stock 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 the information contained in this
report is accurate and complete in all material respects and
not misleading or deceptive, and there are no other matters
the omission of which would make any Sstatement herein or
this report misleading.
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HIGHLIGHTS

BE

Revenue of the Group for the nine months ended
31 December 2016 amounted to approximately
HK$16.5 million, representing an increase
of approximately 136% as compared to the
corresponding period in the previous financial year.

The Group's gross profit for the nine months ended
31 December 2016 was approximately HK$4.6
million, increased by approximately HK$0.5 million
compared with the same period of last financial
year.

Loss attributable to equity holders of the Company
for the nine months ended 31 December 2016
amounted to approximately HK$16.0 million, which
represented a decrease in loss of approximately
HK$2.3 million compared with the same period of
2015.

The Board does not recommend the payment of
any interim dividend for the nine months ended
31 December 2016.
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UNAUDITED CONSOLIDATED RESULTS

The board of Directors (the “Board”) of the Company
announces the unaudited consolidated results of the
Company and its subsidiaries (the “Group”) for the nine
months and three months ended 31 December 2016
together with the unaudited comparative figures for the
corresponding periods in 2015 as follows:

RRBEREERE

ARBEERE ((EF2)) Ef A2
AREMEAR ([AKE]) B#E—F
—ARFtrtZA=t—HLENEAR=
BRAZAEECFEEE  ER_F
—hFRPZAREERLBHEFTOT

Nine months ended Three months ended
31 December 31 December
BZt-A=t+-8L BE+-A=t-BL
nEA =f@A
2016 2015 2016 2015
“B-xE TR ZB-xE CZT-8F
Notes HK$'000 HK$'000 HK$'000 HK$'000
Bizx TEn FAT TER AT
(Unaudited)  (Unaudited) ~(Unaudited)  (Unaudited)
(REER) (REFR)  (REER)  (REER)
Revenue [ 2 16,527 7,004 8,312 2,769
Cost of sales HEMA (11,895) (2,868) (6,538) (2,130)
Gross profit e 4,632 4,136 1,774 639
Other income and gains EA REs 195 1,325 — 913
Selling expenses HERX (2,337) (3,784) (801) (2,238)
Administrative expenses THRAX (18,273) (19,678) (7,567) 8,919
Other expenses Hinfi (169) (257) (102) (28)
Finance costs B - (10 = =
Loss before tax IRBiAIEE (15,952) (18,268) (6,696) (9,633)
Income tax expense PSS 3 (39) — (6) =
Loss for the period PAUNGL E
attributable to equity #E AR
holders of the Company HREE (15,991) (18,268) (6,702) (9,633)
Other comprehensive expense Hft2Ep%
Items that may be reclassified R AEEF 7 HE
subsequently to profit or oss: B EH
Exchange differences on RERIER
translation of foreign operations [ % 258 (1,487) (100) (828) (432)
Total comprehensive expense A7 Az
for the period attributable HEAER
to equity holders of BRZHEMAX
the Company B (17,478) (18,368) (7,530) (10,065)
Loss per share attributable to A2 FEEE#R
ordinary equity holders of BE AELR
the Company ERER 4
Basic E- YN HK$(1.44) HK$(2.14)  HKS$(0.59) HK$(1.03)
cents&{l  centsi&l  cents L cents il
Diluted B N/A N/A N/A N/A
TER NEA AER Naf
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Notes:

BASIS OF PREPARATION

The Group’s unaudited consolidated results have been
prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") (which include all individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants and accounting
principles generally accepted in Hong Kong. In addition, the
unaudited consolidated results include applicable disclosures
required by the GEM Listing Rules. The measurement basis
used in the preparation of the unaudited consolidated results
is the historical cost convention, except for available-for-
sale financial assets and financial assets at fair value through
profit or loss which have been measured at fair value. These
unaudited consolidated results are presented in Hong Kong
dollar which is also the functional currency of the Company
and all values are rounded to the nearest thousand except
when otherwise indicated. The Group’s major subsidiaries
are operated in the People’s Republic of China (the “PRC")
with Renminbi (“RMB") as their functional currency.

The accounting policies applied 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 2016, except that the Group has adopted a number
of new or revised HKFRSs, which are newly effective for the
period under review. The adoption of these new or revised
HKFRSs had no change in significant accounting policies and
no significant effect on the financial results of the current
periods. There is no prior period adjustment required.

The Group has not applied or early adopted the new or
revised HKFRSs (including their consequential amendments)
which are relevant to the Group that have been issued
but not yet effective in the preparation of these unaudited
consolidated results. The Group is currently assessing the
impact of these new or revised HKFRSs upon their initial
application but is not yet in a position to state whether they
would have any significant impact on the Group’s results of
operations and financial position. It is anticipated that all of
the pronouncements relevant to the Group will be adopted
in the Group’s accounting policies in the accounting periods
when they first become effective.

The unaudited consolidated results have been reviewed by
the audit committee of the Company (“Audit Committee”).
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REVENUE AND SEGMENTAL INFORMATION 2. Wi R 2 BER
Revenue represents the net invoiced value of good sold and Wz 78 70 B B8 HA N 22 G S R PR
services rendered during the periods under review. R 2 HRFE -
The Group’s operating activities are currently attributable REBEZ QX5 E A5 BN UE
to four operating segments focusing on the wireless value- HrNESEBERYE  KEEER
added services, trading and retailing of jewelry, lending TE BEEBAREERERE
business and pharmaceutical and healthcare products BEMEL (BELYE) 288D
business (continuing operations). These operating segments e ZELEDBHENEREREE
have been identified on the basis of internal management MM EEA SRR MERZ
reports prepared in accordance with accounting policies AEEBERE TABA - WHBHIT
conformed to HKFRSs, that are regularly reviewed by the EFR ((WTEE] BARAIZEE
executive Directors (the “Executive Directors”) (being the KRS E) FHERM - TEEE
chief operating decision makers of the Company). The BAREE 2 AR EUTHERRE R
Executive Directors review the Group’s internal reporting in DEEIR - AEEZ L& KA AR
order to assess performance and allocate resources. The DEBFEBFT ¢
details of operating and reportable segments of the Group
are as follows:
. Wireless value-added services . LRI A R TS
. Trading and retailing of jewelry . KEEERTE
. Lending business . BEES
. Pharmaceutical and healthcare products . B iR AE M
The following is an analysis of the Group’s revenue and REEDHE D 2 AEE s R
results by operating segments: AT -
Wireless  Trading and Pharmaceutical
For the nine months ended value-added retailing of Lending and healthcare
31 December 2016 services jewelry business products  Consolidation
BE-8-1F HRER BER
TZA=t+-ALAEA ERBERY REE HEEE  REEEER Ait
HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000
Fian Fin Fax Fian Fax
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBEH) (REBEHR) (REEH) (RBEH) (REBEH)
REVENUE [h¢:3
External sales HEPHE - 9,340 2,785 4,402 16,527
RESULTS E7
Segment results (loss)/profit PEEE (B8) /57 (1,302) (1,320) 1,626 (3,283) (4,279)
Unallocated income ROTMA 195
Unallocated expenses FAAEHR (11,868)
Loss before tax BBRIEE (15,952)
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REVENUE AND SEGMENTAL INFORMATION 2.

WK o EHER (&)

(Continued)
Wireless  Trading and Pharmaceutical
For the three months ended valued-added retailing of Lending and healthcare
31 December 2016 services jewelry business products  Consolidation
HE-E-RE HREE BER
+=A=+-AL=fR BREERYE REE REER  REEEER At
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
TEn TER TER TEn TEr
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEHR) (REEH) (REER) (REER) (REEH)
REVENUE [¢:3
External sales HEEE — 6,503 1,042 767 8,312
RESULTS ¥
Segment results (loss)/profit PHEE (Bi8) /47 (300) (225) 622 (2,215) (2,118)
Unallocated expenses FAEER (4,578)
Loss before tax BRAEE (6,696)
Wireless Trading and Pharmaceutical
For the nine months ended valued-added retailing of lending  and healthcare
31 December 2015 services jewelry business products Consolidation
HE-T-1% HEEE BER
+ZA=+-RILhEA EREERE KZE BEXE  RRERER fit
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThT Thx Thx Th TART
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REEER) (REER) (REEER) (REEER)
REVENUE e
External sales INPEHE 7,004 — — — 7,004
RESULTS E7
Segment results profit AHEERR 342 - - - 342
Unallocated income RATBA 1,325
Unallocated expenses AAWER (19,935)
Loss before tax BRAER (18,268)
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REVENUE AND SEGMENTAL INFORMATION 2. W RkoBER (&)

(Continued)
Wireless Trading and Pharmaceutical
For the three months ended valued-added retailing of lending  and healthcare
31 December 2015 services jewelry business products Consolidation
B2-%-0F FEEE BER
+-R=t+-AIt=fA ERILER Kk2E BEXE  REERER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHL FAL Fi THL
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (REER) (REzn) (REEER) (REEH)
REVENUE [h¢:3
External sales HEHE 2769 — — — 2769
RESULTS E7
Segment results loss PHEERE (1,5%9) = = = (1,599)
Unallocated income RABPA 93
Unallocated expenses FARAEX (8947)
Loss before tax BERIEE (9,633
As most of the Group’s customers and operations were ARAEB 2 ABOES REKH
located in the PRC, no geographical information was RPE HTE2INEE=-F
presented for the nine months and three months periods —ANERZZE—RF+=ZA=1—
ended 31 December 2016 and 2015. BIEAEAR=18A M2 HmEE
o
Segment profit/loss represents the profit/loss earned/ AEHEF S EEIES D IATHELZ
incurred by each segment without allocation of central wA EEZER ERIEARSE
administration costs, certain other income and gains FRRITERAA « & T HMAURA R K
and other expenses. This is the measure reported to the wmAREMFER o kA EEIR
Executive Directors for the purposes of resource allocation EABREmMRRTESER S E
and performance assessment. P
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INCOME TAX EXPENSE

Hong Kong profits tax is calculated at 16.5% of the estimated
assessable profit for the nine months and three months
ended 31 December 2016. Hong Kong profits tax has not
been provided as the Group did not generate any assessable
profits arising in Hong Kong for the nine months and
three months ended 31 December 2015. Taxes on profits
assessable elsewhere have been calculated at the rates of
tax prevailing in the countries or jurisdictions in which the
Group operates.

FRISHBAX

HE-_T-XF+-A=t+—H1Lt
NEAR=EA  BEFE mn&
5t E R B E ) 2 16.5%ET & -

mm%sm§§:§7£¢+:ﬁ
=+—HIEABEARR=/EANILE
BEEMREBSELEZBRT G
o W EELEBFEH B
f o E bR 2 FERBE T AR IR
REEEEEBREZAREAE
R & it 2 BT AT EAIE -

Nine months Three months
ended 31 December ended 31 December
BEZE+t-B=1-H BE+=A=t-H
LEAfEA E={8A
2016 2015 2016 2015
—ZE-AE —T-R1F —E-XE —T-F1F
HK$'000 HK$'000 HK$'000 HK$'000
TER TAR TR TAER
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEER) (REER) (RISEZ) (RiEE)
Current — Hong Kong: BN — & -
Charge for the period HRX 33 — — —
Current — Qverseas: ENE3 — ig5h :
Charge for the period HRX 6 — 6 —
Total tax charged BNBIES LB
for the period 39 — 6 —
LOSS PER SHARE ATTRIBUTABLE TO ORDINARY AAREEREBREAELS
EQUITY HOLDERS OF THE COMPANY REE
The calculations of the basic loss per share for the nine BE-_Z—XR"E&+=-A=+—AHL

months and three months ended 31 December 2016 are
based on the unaudited loss for the periods attributable
to equity holders of the Company of approximately
HK$15,991,000 (nine months ended 31 December
2015: HK$18,268,000) and approximately HK$6,702,000
(three months ended 31 December 2015: HK$9,633,000)
respectively, and the weighted average numbers of ordinary
shares in issue of 1,108,087,773 and 1,133,403,978,
respectively, for the nine months and three months ended
31 December 2016 (nine months and three months ended 31
December 2015: 854,786,250 and 935,512,000 respectively).

No diluted loss per share for the periods are calculated as
there were no dilutive potential ordinary shares in existence
at 31 December 2016 and 2015. Hence, the basic and diluted
loss per share were the same for the periods.
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5.

RESERVES 5. &
Available-
forsale Foreign
Share  Statutory financial currency Share
premium reserve  assetsequity  translation option  Accumulated
account fund reserve reserve reserve losses Total
Rt EE THEEER e BRE 2t
HER fEEE EERGRR ELRfE Ei il @3t
HKS'000 HKS'000 HK$'000 HKS$'000 HKS'000 HKS'000 HKS'000
T Fir T T Fin T Fhr
(Note ) (Note b) (Note )
(Bizta) (iE) (MzEe)
At 1 April 2016 (audited)
455,438 3349 6,760 14,766 316 (51921 (38582)
Loss for the period (unaudited) ~ BREE (RE%H) - - - - - (15991) (15991)
Other comprehensive BARb2ERS
expense for the period (RE8R):
(unaudited):
Bxchange difference on
tranglation of foreign
operations (unauditea) = = = (1487 = = (1487)
Total comprehensive expense for A2 EFZEE
the period (unaudited) 157 - - - (1487 - (15991) (17,478)
Issues of shiares on a comversion AT RBEZER
of convertiole note (unaudited)  E472RR (3 (K4 2709 - - - - - 23709
At 31 December 2016
(ungudited) T
(FEER) 479,47 3319 6,760 13219 316 (535200) (32,351
At 1 April 2015 RZF-245MA-A
(audited) (@5%) 378628 3319 - 14787 61 (487,852) 90477)
Loss for the period (unaudited)  HIREE (E%H) - - - - - (18269) (18268)
Other comprehensive HRRbR2ERL
expense for the period (RE8R):
(unaudited):
Exchange difference on HERERL
translation of foreign EfER
operations (unaudted) (REEH) - - - (100) = = (100)
Total comprehensive expense BN ERREH
forthe period (unaudited) (FE%H) - - - (100) - (18269) (18369)
Fquity-settled share option EREE BRELH
armangements (unaucited) (REE) = = - - 9 - 79
Exercise of share options ffEAE
(umauditec) (FE%t) 704 - - - (407 - 33
Placement of new shares REFRD
(unaudited) (REEH) 44,969 = = = = — 44969
Expense on issue of KR &R
new shares (unaudited) (RiE%z) (1359) - - — = = (1359)
At 31 December 2015
(unaudited) 4298 3349 - 14,687 2% (506,120 (64,353)
RERREZERBRAH
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5.

RESERVES (Continued)

Notes:

@

(b)

Statutory reserve fund

Pursuant to the relevant laws and regulations for
business enterprises in the PRC, a portion of the
profits of the entities which are registered in the
PRC has been transferred to the statutory reserve
fund which is restricted as to use. When the balance
of such reserve fund reaches 50% of the capital of
that entity, any further appropriation is optional. The
statutory reserve fund can be utilised, upon approval
of the relevant authority, to offset prior years’ losses
or to increase capital. However, the balance of the
statutory reserve fund must be maintained at least
25% of capital after such usage.

Available-for-sale financial assets equity reserve

Available-for-sale financial assets equity reserve
relates to the cumulative gains or losses arising
on the change in fair value of available-for-sale
financial assets that have been recognised in other
comprehensive income, net of amounts reclassified
to profit or loss when those financial assets are
disposed or impaired.

Foreign currency translation reserve

Foreign currency translation reserve, represents
exchange differences relating to the translation of
the net assets of the Group's foreign operations
from their functional currencies to the Group’s
presentation currency (i.e. Hong Kong dollar), are
recognised directly in other comprehensive income
and accumulated in the foreign currency translation
reserve. Such exchange differences accumulated
in the foreign currency translation reserve are
reclassified to profit or loss on the disposal or
deconsolidation of the foreign operations.
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INTERIM DIVIDEND

The Board does not recommend the payment of any interim
dividend for the nine months ended 31 December 2016 (for
the nine months ended 31 December 2015: nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Financial Review
Revenue

Following the diversification of the Group’s business to
the jewelry trading and retailing business, and the lending
business in the second half of the year ended 31 March
2016, the Group further diversified to pharmaceutical
and healthcare products business (“New Businesses”).
During the nine months and three months ended
31 December 2016, the Group has recorded revenue
of approximately HK$16,527,000 and HK$8,312,000,
respectively, representing an increase of approximately
136% and a surge approximately 200% as compared to the
revenue of for the nine months and three months ended 31
December 2015, respectively. Due to the expiry of contracts
with telecommunication operator in the PRC during the
year ended 31 March 2016, there is no revenue from the
wireless value-added services (“WVAS") since then.

Cost of sales and gross profit margin

As a result of entering into the trading and retailing of
jewelry business, and the pharmaceutical and healthcare
products business, cost of sales of the Group increased
from approximately HK$2,868,000 and HK$2,130,000 for
the nine months and three months ended 31 December
2015, respectively, to approximately HK$11,895,000 and
HK$6,538,000 for the nine months and three months ended
31 December 2016, representing increases of approximately
315% and 207%, respectively. As the Group has revenue
generated from the New Businesses which have a lower
gross profit margin, the overall gross profit margins
decreased from approximately 59% and 23%, respectively
for the nine months and three months ended 31 December
2015 to approximately 28% and 21% for the nine months
and three months ended 31 December 2016.
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Other income and gains

Other income and gains during the nine months and
three months ended 31 December 2016 amounted to
approximately HK$195,000 and nil, which was reduced by
approximately HK$1,130,000 and HK$913,000, respectively,
which mainly because of no gain on disposal of property,
plant and equipment during the nine months and three
months periods under review as compared with that in the
corresponding periods of 2015.

Expenses

Selling expenses incurred for the nine months and three
months ended 31 December 2016 was approximately
HK$2,337,000 and HK$801,000, reduced by approximately
38% and 64%, respectively, as compared with those in the
corresponding periods of 2015. The lower selling expense
incurred than those for the nine months and three months
ended 31 December 2015 was mainly due to reduced staff
cost and business development expense.

Administrative expenses were reduced by approximately
HK$1,405,000 and HK$1,352,000, respectively, from
approximately HK$19,678,000 and HK$8,919,000 for the
nine months and three months ended 31 December 2015
to approximately HK$18,273,000 and HK$7,567,000 for the
nine months and three months ended 31 December 2016,
which mainly due to the reason of reduced staff costs and
legal and professional fees.

Loss for the period

As a combination effect of the above, the loss attributable
to equity holders of the Company for the first three quarters
of 2016 amounted to approximately HK$15.99 million, as
compared to that of approximately HK$18.27 million for the
same period last year.
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Financial Position
Total equity

Despite the loss in the first nine months period under
review, as at 31 December 2016, the Group has a total
equity amounted to approximately HK$88,475,000 and net
current assets amounted to approximately HK$51,619,000,
as compared with the total equity amounted to
approximately HK$70,954,000 and net current assets of
approximately HK$42,935,000 as at 31 March 2016, which
mainly due to the reasons of funds raising upon the issue of
the convertible note during the nine months period under
review.

Liquidity and financial resources

The Group adopts a prudent cash and financial management
policy. In order to achieve better cost control and minimise
the cost of funds, the Group's treasury activities are
centralised and cash is generally placed in deposits with
banks.

As at 31 December 2016, total cash and cash equivalents of
the Group amounted to approximately HK$18,729,000 (as
at 31 March 2016: HK$28,761,000). As at 31 December 2016
and 31 March 2016, the Group has not borrowed any loan
from third party.

The decrease in cash and cash equivalents was mainly due
to the increase in accounts receivable for lending business,
as well as the payment for acquisition of subsidiaries.

Treasury policies and foreign currency exchange
exposure

Despite that the Group’s trading transactions, monetary
assets and liabilities are mainly denominated in RMB and
Hong Kong dollars, it does not believe that the impact of
foreign exchange exposure to the Group was material.
The Group does not use derivative financial instruments
to protect against the volatility associated with foreign
currency transactions and other financial assets and
liabilities created in the ordinary course of business. The
majorities of the Group’s operating assets are located in
Mainland China and are denominated in RMB.
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Cash is generally deposited at banks in the PRC and Hong
Kong and denominated mostly in Renminbi and Hong Kong
dollar. As at 31 December 2016, no related hedges were
made by the Group (as at 31 March 2016 nil).

Contingent liabilities

As at 31 December 2016, the Group had no material
contingent liabilities (as at 31 March 2016: nil).

Significant investments, acquisitions or disposals

Except for the conditional acquisition of the entire interest in
and shareholder’s loans to King Win Intelligent Technologies
Limited ("King Win") (the acquisition was completed in
January 2017), which had been disclosed in the Company's
announcements dated 13 December 2016 and 13 January
2017, respectively, the Group does not have any material
acquisition or disposal which requires disclosure during the
nine months ended 31 December 2016.

Capital structure

The shares of the Company were listed on GEM on 28
March 2000.

On 31 May 2016, the Company and a potential investor
entered into a subscription agreement pursuant to which
the subscriber agreed to subscribe for, and the Company
agreed to issue, a convertible note in the aggregate
principal amount of HK$35 million. All the conditions
precedent under the subscription agreement have been
fulfilled and completion took place on 31 October 2016.

On 24 November 2016, the Company received notice
from the holder of the convertible note, requesting for the
conversion of the convertible note in the principal amount
of HK$35,000,000 into shares of the Company. On 29
November 2016, the Company allotted and issued a total
of 112,903,225 shares of the Company to the holder at the
conversion price of HK$0.31 per share.
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Upon conversion of the convertible note, excess of
the carrying amount of the convertible note over the
nominal value of shares being issued of approximately
HK$23,709,000 was transferred to the Company’s share
premium account.

The Company’s authorised, issued and fully paid share
capital were as follows:
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Number Share
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HK$'000
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At 1 April 2016 (audited) and RZE—RFMNA—H (EHE%)
31 December 2016 k=T R"F+=ZA=+—H
(unaudited) (HK$0.1 each) (R#EEZ) (BRMEE0.1%7T)  2,500,000,000 250,000
Issued and fully paid: BEBITRER :
At 1 April 2016 R-ZE—ARFMNA—A
(HK$0.1 each) (audited) (BERmEE.1BIT) (KEF'iX) 1,095,360,500 109,536
Issue of shares upon IR AT AT =R
conversion of BT 2 ’D
convertible note (unaudited) (CREEEZ) 112,903,225 11,290
At 31 December 2016 R=ZE—X"F+=A=+—H
(HK$0.1 each) (unaudited) (SREEO0BIT) (REEX) 1,208,263,725 120,826

The Group’s capital structure is sound with healthy
working capital management and strong cash flow. As at
31 December 2016, the Group's total equity amounted
to approximately HK$88,475,000, representing an
increase of approximately 25% compared with that as at
31 March 2016 (31 March 2016: HK$70,954,000). As at
31 December 2016, the Group's cash and cash equivalents
totaled approximately HK$18,729,000 (as at 31 March 2016:
HK$28,761,000). The current ratio (note 1) and quick ratio
(note 2) of the Group as at 31 December 2016 was 2.6 (as
at 31 March 2016: 2.3) and 2.2 (as at 31 March 2016: 1.9),
respectively.
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Apart from the above, there has been no material change in
the structure of the Group during the period.

Notes:

Q] Current Ratio = Current Assets + Current Liabilities

2) Quick Ratio = (Current Assets — Inventories) + Current
Liabilities

Events after the Reporting Period
New loan receivable

Pursuant to the Company’s announcement dated
25 January 2017, an unsecured loan agreement with
principal loan amount of HK$10 million was entered into
between SZ Enterprise Union Finance Limited, an indirect
wholly-owned subsidiary of the Company, and the borrower
Mr. Chen Tianju on 25 January 2017. Details of the term of
loan agreement were set out in the announcement dated
25 January 2017.

Ccompletion of acquisition of King Win

The acquisition of 100% interest in King Win was completed
on 13 January 2017. Details of the completion was set out in
the Company’s announcement dated 13 January 2017.

Save from the above, there was no particular event after
the reporting period of 31 December 2016.

Business Review and Outlook
Wireless value-added services

Further to the expiry of WVAS contracts with a PRC
telecommunication operator during the year ended 31
March 2016, the Group did not have any revenue from
WVAS during the nine months and three months ended
31 December 2016.
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Lending business

During the previous financial year ended 31 March 2016,
the Group had commenced in lending business in Hong
Kong to diversity the Group's income sources by acquiring
a group of companies with a valid money lending licence in
Hong Kong.

The lending business was introduced to the Group in the
second half of the year ended 31 March 2016. It continues
to grow and gives a positive result to the Group during
the nine months ended 31 December 2016. The Group
will pay a close attention to the market and the external
economic environment and consider the possibility of
further expansion in the lending business sector. During
the nine months ended 31 December 2016, there were
three major loan receivables with the Group. All of them
constitute transactions carried out as part of the ordinary
and usual course of business of the Group and will continue
to bring in interest income to the Group. One of the debts
was in the principal amount of HK$13,000,000 under the
loan agreements entered into between SZ Enterprise Union
Finance Limited, an indirect wholly-owned subsidiary of the
Company, and the borrower, Mr. Xu Weigiang, on 21 March
2016 and 20 September 2016. This loan was unsecured
and bearing an interest at a rate of 10% per annum for an
original term of six months and an extended term of another
six months. The original and extended final repayment date
is 21 September 2016 and 21 March 2017 respectively and
early repayment is allowed. Interest accrued under the loan
for the original term has been fully paid to the Group before
31 December 2016. Accrued interest for the extended term
shall be paid in the first instance upon the end of the third
month of the extended term, and thereafter on the final
repayment date together with repayment of the principal.
This loan was granted to enhance the borrower’s short-
term cash flow. For more details of the loan, please refer to
the Company’s announcements dated 21 March 2016 and
20 September 2016.

On top of the above loan, pursuant to the loan agreement
and two extension agreements made between SZ Enterprise
Union Finance Limited and the borrower, Mr. Yu Shaoheng,
on 22 April 2016, 21 October 2016 and 23 December 2016
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respectively, a loan in the principal amount of HK$6,000,000
bearing interest at a rate of 10% per annum was advanced
to this borrower for an original period of six months with
extended periods of three months and one month. The final
repayment date of the loan fell on 21 January 2017 and the
loan in amount of HK$6,000,000 together with the accrued
interest had been fully settled before the date of this report.

In addition, pursuant to the Company’s announcement
dated 8 November 2016, an unsecured loan agreement
was entered into between SZ Enterprise Union Finance
Limited and the borrower, Mr. Wen Qimin, on 8 November
2016, according to which a loan in a principal amount of
HK$13,000,000 bearing interest at a rate of 10% per annum
for a six-month period, was drawn down on 8 November
2016. The final repayment date of the loan is on 8 May 2017,
but early repayment is allowed. Accrued interest shall be
paid in the first instance upon the end of the third month
of the term, and thereafter on the final repayment date
together with the repayment of the loan principal.

Furthermore, pursuant to the Company’s announcement
dated 25 January 2017, an unsecured loan agreement
with principal loan amount of HK$10,000,000 has entered
into between, SZ Enterprise Union Finance Limited and
the borrower, Mr. Chen Tianju, on 25 January 2017. The
interest is 12% per annum. The first drawdown of the loan
in the amount of HK$6,000,000 (“Installment 1") was on 25
January 2017 and the remaining of loan of HK$4,000,000
(“Installment 2") is to be drawdown on or before 28
February 2017. The final repayment date of the Installment
1 is on 25 January 2018, and the Installment 2 is to be
repaid on the date falling on the next day of the end of the
12th month from the drawdown date, but early repayment
is allowed. The Company has conducted internal risk
assessment on the subject loan arrangement. To the best
knowledge, information and belief of the Directors having
made all reasonable enquiries, the borrower has substantial
investments and assets in the PRC which support his
financial capability to repay the loan. The purpose of the
loan is to enhance his short-term cash flow. Therefore, the
Company has not sought securities or collaterals for his
repayment of the loan.
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Trading and retailing of Jewelry business

The Group had also expanded into the trading and retailing
of jewelry business in the second half of the year ended
31 March 2016 by acquiring a group of jewelry companies
which are mainly based in Shenzhen, the PRC. Such
acquisition was to broaden the Group's income sources
and so as to compensate the effect of the reduction of
income attributable to the WVAS.

The increase in revenue in trading and retailing of Jewelry
business during the nine months and three months ended
31 December 2016 was mainly because of trading of gold
and golden jewelry products in the PRC.

Because of the devaluation of the PRC’'s Renminbi, the
income from jewelry business was affected. The Group
incurred loss in this segment due to the maintenance of the
selling and administration expense in the PRC.

Pharmaceutical and healthcare products business

Further to the commencement of pharmaceutical and
healthcare products business, the Group is expected to
benefit from entering into a market with a population of
1.4 billion in the PRC. Despite that the current economic
conditions in the PRC is challenging, it is believed that
this could turn out to be an opportunity for the Group to
develop a sound market share there. As the Group has
just made effort in developing this business segment, its
pharmaceutical and healthcare products business in China
is still at the development stage.

Nevertheless, the Group would continue to adopt a cautious
approach to balance between our business development
process and its financial liquidity position.
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Updates on matters relating to the De-consolidation

With reference to the annual report of the Company for
the year ended 31 March 2016 (“2016 Annual Report”),
the Directors considered that the Group was unable to
govern the De-Consolidated Subsidiaries (as defined
under the 2016 Annual Report) and the control over the
De-Consolidated Subsidiaries was lost. Therefore, from 1
January 2016 onwards, the Group had de-consolidated the
De-Consolidated Subsidiaries from its financial statements
for the financial year ended 31 March 2016 (the "De-
Consolidation”).

The Company has been in negotiation with the relevant
party(ies) with an aim to resolving the matters arising
from or in connection with the loss of control over the De-
Consolidated Subsidiaries.

The Company has also engaged an internal control reviewer
to conduct an internal control review for the Group with the
following objectives:

(@  toreview and assess whether there is any existing
internal control weaknesses of the Group indicated
by the incident(s) leading to the De-consolidation;

(b)  to review the Group’s current enterprise risk

management and internal controls in order to assist
the Directors to ensure that the management of the
Group maintains a sound system for (i) evaluating
the risks it is willing to take in achieving the Group’s
strategic objectives; and (i) ensuring the internal
controls to safeguard the investments of the
shareholders of the Company (the “Shareholders”)
and the Group's assets; and

(©) to make recommendation on any measures which,
in the internal control reviewer’s opinion, the
Group should take in order to rectify any material
weaknesses which have been identified in (a) above
and its enterprise risk management and internal
controls.
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The scope of review shall cover four major areas, namely,
(i) corporate internal control; (ii) financial reporting and
disclosure internal control; (iii) internal control over business
processes; and (iv) operational manual.

The aforesaid internal control review is in progress. The
Company will keep the Shareholders and potential investors
of the Company informed of any material development in
the above matters as and when appropriate.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2016, the interests and short positions
of the Directors and chief executive in the shares and
underlying shares of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")) which were notified to
the Company and the Stock 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, pursuant to the code
of conduct regarding securities transactions by Directors
adopted by the Company, notified to the Company and the
Stock Exchange, were as follows:
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Long positions in

the ordinary shares of the

Company

Capacity and
nature of interest
Name of Directors Notes S8R
EEHE BisE ERtE
Mr. Yip Heon Keung (1 Personal interest
EmogkE AR
Mr. Chen Weixi 2 Interest of a controlled
BRIEER & corporation
—EXEH AR B
Mr. Song Xuxi (€) Personal interest
RIBRE 4 (EPN: 3
Notes:

(M

@

Mr. Yip Heon Keung is personally interested in 6,300,000
shares of the Company.

294,276,619 shares of the Company are held by Dynamic
Peak Limited and its entire issued share capital is held as
to 80% by Mr. Chen Weixi and as to the remaining 20% by
Mr. Xu Zhigang. Both of them are the Directors. By virtue
of the SFO, Mr. Chen Weixi is deemed to be interested in
294,276,619 shares of the Company held by Dynamic Peak
Limited.

Mr. Song Xuxi is personally interested in 1,000,000 shares of
the Company.

Based on 1,208,263,725 shares of the Company in issue as
at 31 December 2016.
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Percentage of the
Company's issued

share capital

Number of x|
ordinary shares ERITRE
ZERHE EVii

Note (4)

BEE @)

6,300,000 0.52%
294,276,619 24.36%
1,000,000 0.08%

H R ST A A BB AR 2 R 6,300,000
Reftn 2 sk

Dynamic Peak Limited # &
294,276,619 AR A R MR D R E 2B
BRI ARIEER A5 H 80% &
HRREREERFHRT 20% © WAL
HARES - REBHFRBEKA -
PR AE BR 5% A 5 AR A Dynamic Peak
Limited#% 4 2 294,276,6 198 A A 7]
iR A o

R B 5 A B A #5282 5] 1,000,000
AR 2 H g ©

BER-T-AF+-A=+—8
B 8172 1,208,263,725 & AN A 7] i%
3t -



Long positions in underlying shares of the Company
Share Options

The Company adopts and administers a share option
scheme which is currently in force and effect for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. The Company'’s original share option scheme
was approved by the Shareholders on 7 March 2000, and
was terminated and replaced by a share option scheme
approved by the Shareholders on 9 April 2002, which in
turn was terminated and replaced by a new share option
scheme approved by the Shareholders on 5 August 2011
(the “2011 Scheme”).

A summary of the share option schemes is set out below:
2011 Scheme

At the annual general meeting of the Company held on 5
August 2011 (the “2011 AGM”), an ordinary resolution was
passed by the Shareholders to approve and adopt the 2011
Scheme.

The 2011 Scheme became effective for a period of 10 years
commencing on 10 August 2011. Eligible participants of
the 2011 Scheme include all Directors and employees of
the Group, suppliers, customers, consultants who provided
services to the Group, shareholders of the subsidiaries
of the Group and joint venture partners. Under the 2011
Scheme, the Directors may, at their sole discretion, grant to
any eligible participants options to subscribe for ordinary
shares of the Company at the highest of (i) the closing price
of shares of the Company on GEM as stated in the Stock
Exchange’s daily quotation sheet on the date of the offer
of grant; (i) the average closing price of the shares of the
Company on GEM as stated in the Stock 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 Company’s 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, which
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commences after the date of offer with a 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.

An ordinary resolution was passed at the annual general
meeting of the Company on 28 September 2016 (the “2016
AGM") to refresh the scheme mandate limit of the 2011
Scheme. The total number of shares of the Company which
may be allotted and issued upon exercise of all options to
be granted under the 2011 Scheme is an amount equivalent
t0 10% of the shares of the Company in issue as at the date
of the 2016 AGM.

The maximum number of shares to be allotted and issued
upon the exercise of all outstanding options granted and
yet to be exercised under the 2011 Scheme and any other
share option schemes of the Group must not in aggregate
exceed 30% of the relevant class of shares of the Company
in issue from time to time.

The number of shares in respect of which options may be
granted to any individual in any 12-month period is not
permitted to exceed 1% of the shares of the Company in
issue at any point in time, without prior approval from the
Shareholders. Options granted to substantial shareholders
or independent non-executive Directors in excess of 0.1%
of the Company’s share capital and with an aggregate value
in excess of HK$5 million must be approved in advance
by the Shareholders. The 2011 Scheme does not provide
for any minimum period for holding of options or any
performance target before exercise of options.
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The following Director was granted share options under

NTEERE - ——FrrEIERE

the 2011 Scheme to subscribe for shares of the Company, — MRIELAREARATRD « #FHBWT
details of which are as follows:
Number of shares to be subscribed for by outstanding options
HATERRETIE 2 RA%A
Exercise Exercise
At Transferred  Exercised Lapsed At Dateof period of price of
Name or category 1 April during during during  31December  share options  share options  share options
of participant 2016 theperiod the period  the period 2016 granted* granted granted**
S6a% RZB-RE R=B-7% ERE RiBRE RibBRE
ERLER mA-H BhER  BAGE  BAXX tSAST-B 0 RS ZITRER ZATEE
HKS per share
#7 (5R)
Director
g2
Mr. Yip Heon Keung 700,000 - - - 700,000 5December 2013 5 December 2013t 0,165
Ematt “3-=f% 4 Decernber 2023
t-ARR  -%-=%
t-RRAZ
-t
TZAMA
700,000 = = = 700,000
Other employees
of the Group
FEEEMES
In aggregate 2,000,000 — — — 2000000 5December 2013 5 December 20130 0.165
Bif e 4 December 2023
t-AER  F-zF
t-R1RZ
S
+-BmA
2,700,000 — - — 2,700,000
= The time of acceptance of the share options was within 21 E HEREsZEAREABEREZLN

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 is subject to some
adjustments in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.
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Save as disclosed above, as at 31 December 2016, none
of the Directors and chief executive of the Company had
an interest or short position in the ordinary shares or
underlying shares of the Company or any of its associated
corporations that was notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO, or was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to Rule 5.46 of the GEM
Listing Rules.

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

As at 31 December 2016, 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 ordinary shares or underlying
shares of the Company

Capacity and
nature of interest
Name of shareholder ~ Notes  E#&
BRREB PisE ERtE
Dynamic Peak Limited (1) Beneficially owned
ERA
Rainbow Enterprise 2 Beneficially owned
Holdings Co., Ltd. EwnA
Mr. Cheng Haiging ) Interest of a controlled
REERE corporation
—REX R R F 2 R
Glory Gate International @) Interest of controlled
Limited corporations

SRS ARz #a
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Percentage of the

Number of  Company’s issued
ordinary shares or share capital
underlying shares {EAAE]

ZERR ERITRAE
HERHAHE Bk
Note (8)

Pi5E (8)

294,276,619 24.36%

206,647,000 17.10%

206,647,000 17.10%

127,582,675 10.56%



Percentage of the
Number of  Company's issued

Capacity and ordinary shares or share capital
nature of interest underlying shares EARAT]
Name of shareholder ~ Notes  EH# K ZERR BRITRA
BRRERE MisE EEHE HEBRAE BOL
Note (8)
FiI5E (8)
Legit Ability Limited (@) Interest of a controlled 127,582,675 10.56%
corporat'\on
ke VNI 3
Ms. Shen Jing (3),(4),(5) Interest of a controlled 127,582,675 10.56%
ELt corporation
—MREF R A2 R
Dragon Fortune Group (5) Beneficially owned 112,903,225 9.34%
Holdings Limited EnkA
EEREERERAR
Right Advance Management  (6) Beneficially owned 111,000,000 9.19%
Limited e o
Ms. Wang Li Mei (6) Interest of a controlled 111,000,000 9.19%
Tigit corporation
—EX R E 2 R
Mr. Wang Leilei (6) Interest of a controlled 111,000,000 9.19%
FEEEE corporation
—RAX R A2 R
Will City Limited 7) Beneficially owned 100,000,000 8.28%
EMA BT ERER
Ms. Zhang Yingnan 7) Interest of a controlled 100,000,000 8.28%
Rt corporation
—RREF R Az
Mr. Pei Chuang Beneficially owned 70,000,000 5.79%
FalkE EaR
Notes: BfeE

(1) Dynamic Peak Limited is a company incorporated in the (1) Dynamic Peak Limited &— R % /®

British Virgin Islands and its entire issued share capital is held BXBESHMKIZ AR HE2E
as to 80% by Mr. Chen Weixi and as to the remaining 20% by B BT IR AN 1 BR AR BR 58 A 45 5 80%
Mr. Xu Zhigang. Both of them are the Directors. R EBBRERISEAEFRA T 20% © MAL
2 Rainbow Enterprise Holdings Co., Limited is a company. 2) Rainbow Enterprise Holdings Co.,
incorporated in the British Virgin Islands and its entire issued Limited /& — & 74 25 & fz 22 B¥ S iRt
share capital is registered in the name of Mr. Cheng Haiging, RIZZRAAE - HEEEBITRAIA
and such shares are solely owned by Mr. Cheng Haiging. BEELAEzBEGEM  SIREE

FEEBEEZS L ©

REREERERAH
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€] Glory Gate International Limited is a company incorporated
in the British Virgin Islands and its entire issued share capital
is held by Legit Ability Limited.

(4) Legit Ability Limited is a Company incorporated in the British
Virgin Islands and its entire issued shares capital is held by
Ms. Shen Jing.

(5) Dragon Fortune Group Holdings Limited is a company
incorporated in the British Virgin Islands and its entire issued
share capital is held by Glory Gate International Limited.

6) Right Advance Management Limited (“Right Advance”) is a
company incorporated in the British Virgin Islands and its
entire issued share capital is registered in the name of Ms.
Wang Li Mei, and such shares are ultimately owned by Mr.
Wang Leilei. Ms. Wang Li Mei is the sole director of Right
Advance.

) Will City Limited is a company incorporated in the British
Virgin Islands and its entire issued share capital is held by
Ms. Zhang Yingnan.

®) Based on 1,208,263,725 shares of the Company in issue as
at 31 December 2016.

Save as disclosed above, as at 31 December 2016, the
Company has not been notified by any persons (other than
the Directors or chief executive of the Company) who had
interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO.

COMPETING INTERESTS

None of the Directors or the controlling 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.

PROSTEN HEALTH HOLDINGS LIMITED
Third Quarterly Report 2016

(3) Glory Gate International Limited &
—FRAEBREAFSEMKRLZ
AR H A B 817 R 7N B Legit
Ability Limited #75 °

() Legit Ability Limited /& — & 7 2 & &
ZESHEMKR Lz RE  H2FHE
BITRABLEFLTHSA -

(5) REEEIERARAAA—ER
RBERZBESEMAR Iz AR
H 2 # 2 % 17 IR A B Glory Gate
International Limited # 74 -

(6) Right Advance Management Limited
([Right Advance]) & — i 2 &
BEREESFMKIZ AR HEH
ERTRAAETIBL T 2 EBET
it - MEESREERERLHEEZS
&1p o £ 374§ 2+ A Right Advance
ZE—EE .

@ THERRA RN RBELE
BRMKLz B E2EEHT
A RREMELRA o

8) BER-_Z—X"F+=-A=+—8
B 317 2 1,208,263,725 f% X A 7] A%

DETE

B EXRBEN RZB—RF+=
A=+—H ARARALEEEMAL
(BEEFARAEBRTHABRIN A
BRENAR R R LRI %
BRBEEFRHEEOIFEXVEE2 R
58 30 BB Z SR AR R A R M A
HKR - HEAERBERARAREE S
K B 161915 336 {6 7R 117 < B R A
ZRETHAR -

BEES

REERA - FEEHAREZERK
BRABEEFEEZHEA (ERRAIE
R ETRR) REAREEREBEEHRF
KA BB T REARER EFAH
M EFHREBH  BEEFEH

FE25 o
m



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

On 31 October 2016, the Company issued a convertible note
with a principal amount of HK$35,000,000. The convertible
note was fully converted into 112,903,225 ordinary shares
of the Company on 29 November 2016 at the conversion
price of HK$0.31 per share.

Save as disclosed above, neither the Company nor any of
its subsidiaries has purchased, redeemed or sold any of the
Company’s listed securities during the nine months ended
31 December 2016.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less
exacting than the required standard of dealings as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules. In
response to specific enquiry made by the Company, each
of the Directors gave confirmation that he/she complied
with the required standard of dealings and the code of
conduct regarding securities transactions by the Directors
throughout the nine months ended 31 December 2016.

CORPORATE GOVERNANCE CODE

Save as the deviation disclosed below, the Company
has complied with all the code provisions set out in the
Corporate Governance Code (the “CG Code”) as contained
in Appendix 15 to the GEM Listing Rules throughout the
period under review.

With respect to the deviation, the CG Code provision
A.2.1 provides that the roles of the chairman and chief
executive officer (“CEQ") should be separated and should
not be performed by the same individual. The division of
responsibilities between the chairman and CEO should be
clearly established and set out in writing. During the period
under review, the Company has not appointed a CEO and
the Chairman, Mr. Xu Zhigang, assumed the post of acting
CEOQ. The Board considers that the current arrangement is
adequate in view of the size and complexity of the Group's
operations. The Board will, nonetheless, review the business
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growth of the Group and locate suitable candidate to fill
the vacancy of the CEO when considered essential and will
continue setting out a clear division of responsibilities at
the board level and the day-to-day management team to
ensure a proper balance of power and authority within the
Company.

Code provision A.6.7 of the CG Code requires all
independent non-executive directors and non-executive
directors should attend general meetings of listed issuers.
Mr. Poon Yan Wai, being independent non-executive
Director, was unable to attend the annual general meeting
held on 28 September 2016; and Mr. Xu Xiaoping, being
independent non-executive Director, and Mr. Chen Weixi,
Mr. Yip Heon Keung and Mr. Song Xuxi, being non-executive
Directors, were unable to attend the annual general
meeting and the extraordinary general meeting held on 28
September 2016 and 18 October 2016 respectively due to
their personal commitments.

CHANGE OF DIRECTORS’ INFORMATION

Mr. Lam Kwok Cheong, an independent non-executive
Director of the Company, has resigned as non-executive
director of Mega Medical Technology Limited (stock code:
876) and resigned as independent non-executive director of
Southwest Securities International Securities Limited (stock
code: 812), both of which are companies with shares listed
on the Stock Exchange, effective from 1 July 2016 and 19
September 2016 respectively.

Save as disclosed above, there is no change in Director’s
information to be disclosed.

AUDIT COMMITTEE

The Company established the 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 CG Code. The primary duties of
the Audit Committee include review and supervision of the
Group’s financial reporting system, risk management and
internal control procedures, review of the Group’s financial
information and review of the Group's relationship with its
auditors.
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As at the date of this report, the Audit Committee
comprised three independent non-executive Directors,
namely Mr. Poon Yan Wai (Chairman of the Audit
Committee), Mr. Xu Xiaoping and Mr. Lam Kwok Cheong and
one hon-executive Director, namely Mr. Chen Weixi.

The Audit Committee has reviewed this report and has
provided advice and comments thereon.

REMUNERATION COMMITTEE

In accordance with the CG Code, the Company established
the remuneration committee (“Remuneration Committee”)
on 17 June 2005 with written terms of reference. The
principal responsibilities of the Remuneration Committee
include making recommendations to the Board on the
Company'’s policy and structure for remuneration of all
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.

The Remuneration Committee comprises two independent
non-executive Directors, namely Mr. Xu Xiaoping (Chairman
of the Remuneration Committee) and Mr. Lam Kwok
Cheong, and one executive Director, namely Mr. Xu Zhigang.

NOMINATION COMMITTEE

In accordance with the CG Code, the Company established
the nomination committee (“Nomination Committee”)
on 29 March 2012 with written terms of reference. The
principal responsibilities of the Nomination Committee
include formulating nomination policy and making
recommendations to the Board on nomination and
appointment of Directors and Board succession, developing
selection procedures for nomination of candidates,
reviewing the size, structure and composition of the Board,
as well as assessing the independence of independent non-
executive Directors.

RABERY EXEZEEH=%8
SUIFRTERRCEELE (BREEY
ER) N FRERMBEERERR
—HIFMITE R RIEER AR

BRERECEHARE - Uitk
HE R ¥ o
FHESS

REBEEERTRZHAE  ARFL
REIZZRFRNATEHKRIHFME
Bg ((FHZEE))  YHIEHEET
BERE- - FWERe 2T ERAE
BRARAMBEESRSMEREZ
PR R AENESSRERS
NEE2EERETRZARZEHXA
BERENE  BHMARTEERD
REBBZRHEFHFMEE -

FNZEeaMBBELIFRTEERR
INREE (FFINERES ) RMEE
Sk AR —RRITERREM L
DA

REEZES

REBECEEATRAZIAE  NARIE
R-B——E=A-t+hBRIIER
ZEg ([REEEg])  UHlEHE
AREGE - RREESZEEHT
BEIEREZBE  UARREBEEZIRE
FZINEEeBEIRNESSIREE
o FETIRBIREAMBERER - B
NEEeCHE  EERAK UK
THEBERITE S Z B -

REREERERAH
CE-AFECZEXERS




The Nomination Committee comprises one executive
Director, namely Mr. Xu Zhigang (Chairman of the
Nomination Committee) and two independent non-
executive Directors, namely Mr. Xu Xiaoping and Mr. Lam
Kwok Cheong.

By Order of the Board
Xu zZhigang
Chairman

Hong Kong, 9 February 2017
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