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Dated the 3 dayof August 2004

PROSTICKS INTERNATIONAL
HOLDINGS LIMITED

and

JL STRATEGIC FUND

SUBSCRIPTION AGREEMENT

in respect of the issue of convertible bond
in the aggregate principal amount of

HK$2,500,000.00

by

PROSTICKS INTERNATIONAL
HOLDINGS LIMITED
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THIS AGREEMENT is made on the 3 day of August 2004

BETWEEN:

(1)

2)

PROSTICKS INTERNATIONAL HOLDINGS LIMITED principal place
of business is situated at 15% Floor, Asia Financial Centre, 120 Des Voeux
Road Central, Hong Kong (the “Company”); and

JL STRATEGIC FUND with particulars sct out in Schedule 4 of this
Agreement (the “Subscriber™).

WHEREAS:

(A)

B)

The Company is a limited liability company duly incorporated under the laws of
Cayman Islands having an authorized share capital of HKS$80,000,000.00
divided into 8,000,000,000 Ordinary Shares of HK$0.01 cach, of which
651,700,000 shares are issued and listed in the Growth Enterprises Market
Board of the Stock Exchange {the “Shares™); and

The Company has agreed to issuc and the Subscriber have agreed to subscribe
for the Bond upon and subject to the terms and conditions set out in this
Agreement,

NOWIT 1S HEREHY AGREED AS FOLLOWS:

18-APR-20885

INTERPRETATION

In this Agreement, including Recitals and Schedules hereto, the words and
cXpressions set out below shall have the meanings attributed to them below
unless the context otherwise requires:-

“Agreement” means this subscription agreement;

“Business Day” means a day (excluding Saturday) on which banks are
open [or business in Hong Kong and in Singapore;

“Bond” or means the convertible bond of an aggregate principal

“Convertible Bond” amount of HK$2,500,000.00 to be issued by the Company
and subscribed for by the Subscriber in accordance with
this Agreement subject to the Conditions.
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“Bondhoider”
“Certificates”

“Completion”

“Conditions”

“Conditions
Precedent”

“Conversion Rights”

“Conversion Shares”

“GEM”

“Group”

“Listing Rules”

“HK$”, “cents”

“Ordinary Shares”

“Parties™
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means the person or persons, corporaticn or corporations
who is or are for the time being the registered holder or
holders of the Convertible Bond;

means a ccrtificatc for the face value of
HKS$2,500,000.00 10 be issued in respect of the Bond
substantially in the form set out in Schedule 1;

means the completion of the issue and subscription for the
Bond in accordance with Clausc 4 and Schedule 3;

means the terms and conditions to be attached to the
Certificate (with such amendments thereto as the Parties
may agree) as more parlicularly contzined in Schedule 2
hereto; and “Condition” refers to the relative numbered
paragzraph of the Conditions;

means the conditions precedent set out in Clause 3.1;
means the rights attached to the Bond to convert its
principal amoun! or a part thereof into Ordinary Shares;
means the Ordinary Shares to be issued by the Company
under the Bond which shall be ranked pari passu with the
other existing shares of the Company and shall be entided
to all dividends and rights appertaining thereto (whether
upon exercise by the Bondholder of the Conversion Rights,
or otherwise pursuant 10 the Conditions);

means the Growth Enterprise Market Board of the Stock
Exchange;

means the Company and its Subsidiaries;

Means the Rules governing the Listing of Securities on
GEM as amended or varied from time to time;

means Flong Kong dollars and cents respectively;

means the ordinary shares of HK$0.01 each in the ordinary
share capital of the Company;

means the partics 10 this Agreement and “Party” shall
mean any one of them;
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“Stock Exchange”  means The Stock Exchange of Hong Kong Limited;

“Subseriber’s: means Jobnson Stoke¥ & IMAster; and
Solicitors?
“Subsidiary” has the meaning ascribed to it in section 2 of the

Companies Ordinance (Cap. 32 of the Laws of Hang
Kong) and any entity which is accounted for and
cousolidated in the audited consolidated accounts of the
Company pursuant to applicable Hong Kong Financial
Reporting Standards or International Financial Reporting
Standards.

The expressions “Company” and “Subscriber” shall, where the context permits,
include their respective successors and permitied assigns and any persons
deriving title under them.

Any reference in this Agreement to a “person” includes any individual, company,

body corporate or unincorporated or other juridical persen, partnership, firm,
joint venturc or trust or any federation, state or subdivision thercof or any
government or agency thereof,

Any reference in this Agreement to 2 “Clause” or “Schedule™ shal] be construed
as a reference 1o a clause of or a schedule to this Agreement.

Words importing the singular number shall include the plural and vice versa and
words importing a gender shall include every gender.

Headings of Clauses are for reference only and shall be ignored in construing
this Agreement. '

ISSUE OF AND SUBSCRIPTION FOR THE BOND

Subject 10 Tullillment of the Conditions Precedent and on Completion, the
Company shall issue the Bond at their face value to the Subscriber for such
amount as set against cach of their names in column III of Schedule 4.
CONDITIONS PRECEDENT

The obligation of the Parties to effect Completion shall be conditional upon:

(a) the Listing Committee of the Stock Exchange granting listing of and
permission to deal in the Conversicn Shares 10 be issued pursuant to the
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exercise of the Conversion Rights; and

(b}  all other waivers or approvals (if any)} which are required or
appropriate for the issuc of the Bond under this Agreement and of the
Shares thereunder from any authorities or third parties being obtained.

If the Conditions Precedent are not fulfilled on or before 30" September 2004
{or such later date as may be agreed between the Subscriber and the Company),
this Agreement will lapse and become null and void and the Partics will be
released from all obligations hereunder, save for any liability arising out of any
antgcedent breaches hereof,

COMPLETION

Subjeet to fulfillment of the Conditions Precedent in accordance with Clause 3,
Completion shall take placc at #5™ Eloot, AsiaFinantial ‘Centre; 120 Dés Voeux
Road* Central, Hong Kong within seven Business Days after the Subscriber is
notified in writing by the Company that all the Conditions Precedent have been
fulfilied (or such other date as the Company and the Subscriber shall agree) and
each Party shall perform all (and not part only) of its respective obligations as
set out in Schedule 3.

CONTINUING OBLIGATION

The obligation of the Company after the Completion shall include the
followings:

(a) The Company agrees to maintain its Group’s outstanding amount of bank
loans/term loans and indebtedness including the indebledness under this
Convertible Bond and the convertible bond issued by the Company as
stated in its announcement dated 25% February 2003 but excluding
normal trade payable of the Group, will not be higher than HKS$1i0
million at any time during the life of the Bond;

{(b) The Parties agree that the limit of HKS$10 million outstanding bank
loans/term loans/indebtedncss may be adjusted upward as mutually agreed
from time to time; and

(¢) The Company agrecs not to issuc new ccnvertible bond in the next 6
months after the issue date of the Bonds issued to JL Strategic Fund and
Swordfish Fund Limited.
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FURTBER ASSURANCE AND UNDERTAKINGS

Each of the Parties agrees 1o do and execule or procure to be done and executed
all such further acts, deeds, documents and things as may be reasonable and
appropriate for such Party to do or execute or procure to be done or executed in
order to give full effect to the terms of this Agreement.

The Company represcnts and warrants 1o the Subscriber on the date hereof and
on Completion as f[ollows.

(@)

(b

©

(@)

(e)

1e:685

Incorporation

Each of the Company and the Subsidiaries is a company duly
incorporated and validly existing under the laws of the country of its
incorporation and has the corporate power and authority to own its
propertics and conduct its business and is lawfully qualified to do
business in those jurisdictions in which business is conducted by it,

Validity of Contracts

This Agreement has been duly authorised, executed and delivered by the
Company and constitutes valid and legally binding obligations of the
Company.

Validity of Bond

The Bond have been duly authorised by the Company and, when duly
issued and delivered will constitute valid and Jegally binding obligations
of the Company,

Authorisation

The new Shares that may be issued under the Bond have been duly
authorised by the Compeny and, when issued in the manner
contemplated by the Bond, will be duly and validly issued and fully-paid,
will rank pari passu with all other Shares then in issue, and will not be
subject to any pre-cmption or similar rights.

Shares
The Company has available out of its authorised but wnissued Shares and
free [rom any pre-cmption rights such number of Shares as would be

required to be issued on conversion of all the Bond at the initial
conversion price.
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Compliance

The execution, delivery and performance of this Agreement, the issuc of
the Bond and the new Shares, the carrying out of the transactions
contemplated by this Agreement and compliance with the terms hereof
and thereof do not conflict with or result in a breach of any of the terms
or provisions of, or constinite 2 default under, the Memorandum of
Association and Articles of Association of the Company, or any
indenture, trust deed, mortgage, guarantiee, loan or other agrecement or
instrument to whicl the Cormpany or any of its Subsidiaries is a party or
by which either of them or any of their respective assets are bound, or
infringe any existing applicable law, rule, regulation, judgment, order,
authorisation or decree of any government, governmental body or court,
domestic or forcign, having jurisdiction over the Company or any such
Subsidiary or any of their respective properties or assets or infringe the
rules of any stock exchange on which securities of the Company or any
such Subsidiary are listed.

Financial Statements

(1) The consolidated financial statements to the Company and its
Subsidiaries taken as a whole were prepared in accordance with
accounting principlcs generally accepted in, and pursuant to the
relevant laws of, Hong Kong consistently applied and present
fairly the financial position of the Company and of the Group as
at the dates, and the results of operations and changes in financial
position of the Company and of the Group for the periods, in
respect of which they have been prepared; and

(1)  sincethe date of the last audited consoclidated financial statements
of the Group there has been no change (nor any development or
event involving a prospective change of which the Company s,
or might rcasonably be expected to be, aware) which is materially
adverse to the condition (financial or other), prospects, results of
operations or general affairs of the Company or of the Group
respectively.

Litigation

There are no current actions, suits or proceedings against or affecting the
Company, or its Subsidiaries or any of their respective properties or
assets, which if determined adversely to the Company or any such
Subsidiary would individually or in the aggregate have a material
adverse effect on the condition (financial or other), prospects, results of
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operations or general affairs of the Company or the Group, or on the
ability of the Company to perform its obligations under this Agreement
or the Bond, and, to the best of the Company’s knowledge, no such
actions, suits or procecdings are pending or threatened.

Event of Default

No event has occurred or circumstance arisen which, had the Bond
already been issued, would conslitute an event described under “Events
of Default” in the Bond.

The Company agrees with the Subscriber as follows.

(a)

©)

Representations and Warranties

The Company will notify the Subscriber promptly upon becoming awarc
of the any event or development making untrue, or any change affecting,
any of its representations or warranties herein at any time prior tc
payment being made to the Company on Completion and 1ake such steps
as may be reasonably requested by the Subscriber to remedy and/or
publicise the same.

Listing of Shares
The Company will use all reasonable endeavours to maintain or cause

the maintenance of the listing of the Shares on the Hong Kong Stock
Exchange.

TERMINATION

Notwithstanding anything herein contained, any of the Subscriber may, by notice
in writing to the Company, terminate this Agreement at any time before
Completion when payment would otherwise be due under Clause 4 above in any
of the following circumstances:-

(a)

(b)

16:86

if there shall have come 10 the notice of any of the Subscriber any
material breach of, or any cveat rendering untrue or incorrect in any
material respect, any of the warranties and representations contained in
Clause 6.2 or any material failure to perform any of the Company's
covenants or agreements in this Agreement;

if, in the reasonable opinion of any of the Subscriber, there shall have

been such a change in the national or international financial, political or
economic conditions or currency exchange rates or exchange controls as
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would in its view be likely to prejudice materially any dealings in the
Bond.

Upon such notice being given pursuant to above, this Agreement shall terminate
and be of no further cffect and no Party shall be under any lisbility to any other
in respect of this Agreement except that (i) any cause of action accrued or any
liability arising before or in relation to such termination shail continue (ii) the
obligations under Clause 9 shall continue.

SUCCESSORS AND ASSIGN

This Apreement shall be binding on and for benefit of each Party’s successors
and shall not be assignable without the written consent of the other Party.
COSTS AND EXPENSES

Each of the Parties shall bear its own costs and expenses incurred in connection
with the preparation and negotiation of this Agreement.

NOTICES

Each notice, demand or other communication 1o be given or made under this
Agreement shall be in writing and delivered or scnt to the relevant Party at its
respective address or facsimile number set out below (or such other address or

facsimile number as the addressee has by [ive (5) days’ prior written notice
specified to the other Parties):

To the Company
Address : 15% Floor, Asia Financial Centre,
120 Des Voeux Road Central, FHong Kong
Fax No. : (852) 2866 8650
Attention : Mr, Li Ching Ping Vincent
To the Subscriber
Address : 100, Beach Road #16-01,
Shaw Tower
Singapere 189702
Fax No. : (65) 62948880
Attention : Mr. James Loh

Any notice, demand or other cormunication so addressed to the relevant Party

16:86 28862888 8%
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shall be deemed to have been delivered: (a) if given or made by letter, when
actuzlly delivered to the relevant address; and (b) if given or made by facsimile,
when dispatched with confirmation of successful transmission.

ANNOUNCEMENTS

Subject to the requirements of the Stock Exchange, other than the announcement
to be made by the Company in relation to this Agreement and the proposed issue
of the Bend, neither Party may make any press or other announcements relating
to this Agreement and the Bond without the prior written consent with the other
Party (such consent shall not be unreasenably withheld) as to the form and
manner of such announcement,

COUNTERPARTS

This Agrecment may be executed by the Parties in any number of counterparts
and on separate counterparts, each of which when so executed shall be deemed
an original but all of which shall constitute one and the same instrument and is
binding on all Parties, once all persons expressed 10 be Parties have exccuted
this Agreement,

MISCELLANEQUS-
Time shall be of the essence of this Agreement.

This Agreement constitutes the entire agreement between the Parties with
respect 10 its subject mater (neither Party having relied on any representation or
warranty made by the other Party which is not containcd in this Agreement) and
no variation of this Agreement shall be effective unless made in writing and
signed by all of the Parties.

[f at any time any provision of this Agreement is or becomes illegal, invalid or
uncnforccable in any respect, the legality, validity or enforceability of the
remaining provisions shall not be affected or impaired thereby.

GOVERNING LAW AND JURISDICTION

This Agreement shall be governed by and construed in accordance with the laws
of Hong Kong and each Party hereby submits to the non-exclusive jurisdiction
of the courts of Hong Kong as regards any claim or matter anising under this
Agreement.
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IN WITNESS whereof the parties have caused this Agreement to be executed the day
and ycar first above written.

SIGNED by )

JL CAPITAL PTE LTD. )

as fund manager ) M
duly authorized for and on bchalf of )

JL Strategic Fund ) JAMES LOH

g DIF:ECTOH ) q‘tﬂ e
in the presence of :- ) -

) CHiN \Y MEL
SIGNED by )

) o e B K A 7
duly authorized for and on behalf of ) PROSTICKS INTERMATIONAL HOLDINGS LIMITED
the Company ) ‘

) \ R reerrst e

) “iuthorized Signature(s)
in the presence of - )

ooty e T )
10
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Schedule 1

FORM OF THE CERTIFICATE OF THE BOND

ProSticks International Holdings Limited
{Incorporated in Cayman Islands with limited liability)

HKS$2.500,000 CONVERTIBLE BOND DUE 2006

(Convertibie Bond due of principal amount of ITK$2,500,000 issued pursuant
to the constitutional documents of PraSticks International Holdings Limired (the “Issuer™)
and a resolution of irs Board of Direcrors passed on in registercd form
Jorming part of the series as specified in the above title of the Issuer,)

THIS IS YO CERTIFY that for value received, the Company promises to pay to
of

, being the registered holder {the “Bondholder™) of this
Bond, on the Marurity Datc (or on such earlier date as such sum may become payable in
accordunce with the terms and conditions as attached (the “Conditions™) the principal sum
swated above together with any additional amounts as may be payable under Lthe Conditions, in
accordance with the Conditions. This Bond is issued with the benefit of and subject 1o the
Conditions which arc binding on the [ssuer and the Bondholder.

GIVEN under the Seal of the [ssuer this

Director

Director
BOND:-

The Bond cannot be transferred to beurcr on delivery and is only transferable to the extent
permitled by Condition 2 as set out in the Conditions. This Bond must be delivered to the
Secretary of the lssuer [or cancellation and reissue of an appropriate certificate in the event of
any such transfer,

(For endorsement in the event of partial conversion, transfer or redemption)

e Amount Converted | Amount Transferred { Amownd Redepmed Amount Qurstanding

]

il
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Schedule 2

Terms and Conditions of the Convertible Bond

The Bond shall be held subject o and with the benefit of the terms and conditions sct out below
and such t2rms and conditions shall be binding on the Issuer.  In this Bond, the words and
expressions sct oul below shall huve the meuanings attributed to them below unless the context

otherwise required:-

“Bond” or “Convertible Bond"”

“Bondholder™

“Business Day”

“Certificate”

“Conditions™

“Conversion Date”

“Conversion Price”

“Conversion Righis™

“Conversion Shares™

“(TEM Board” or *GEM™

“Group”

1B-APR-28BE 16:87

the convertible bomd in the principal amount of
HKS$2,500,000 1o be issued by lssuer with the benelil and
subject to the provisions of the Conditions and “Bond”
shall be construed accordingly;

the person or persons, corporation or corporations who is
or arc for the time being the holder vr a Bond,

a day (excluding Saturday) on which banks in Hong Kong
and in Singapore open for business;

the certificate Lo be issued in respect of the Bond;

the terms and Conditions to he attached 1o the Certificare
and “Condition” refers to the relative numbered paragraph
of the Conditions;

the date on which the Conversion Rights are exercised in
accordance with the Conditions;

bears the meaning ascribed thereto in the Condition 5;

the rights uttached to the Bond o convert the principal
amount or a part thereof into Ordinary Shares;

the Ordinary Shares 1o be issued by the Issuer under the
Bond which shall be ranked pari passu with the existing
shares of the lssuer and shall be entitlied o all dividends
and righis appertaining therelo (whether upon exercise by a
Bondholder of the Conversion Rights, or otherwise
pursuant 1o the Cenditions);

The Growth Enterprise Market Board of the Stock
Exchange;

means the Issuer and its Subsidiaries;

28662880 9B
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“Issuer™ ProSticks Iuternational Holdings Limited (duly registered
under Part XI of the Companies Ordinance, Chapter 32
Laws of Hong Kong);

“Listung Rules” the Rules Governing the Listing of Securities on the GEM
Board of Stock Exchange;

“Maturity Date” bears the meaning ascribed thereto in the Condition I

“Mujor Subsidiary™ means any Subsidiary of the Company except for three

dormant companies namely ProSticks Multi-text Limited,
Daily Vantage [nvestment Limited and Global Media
Services Limited,

“Qrdinary Shares™ or “Sharas” ordinary shares of HK$0.01 each in the share capital of the

Issuer;
“Stock Exchange” The Stock Exchange of Hong Kong Limited;
“Subsidiary” has the meaning ascribed to it in section 2 of the

Companics Ordinance (Cap. 32 of the Laws of Hong Kong)
and any entity which is accounted for and consolidared in
the audited consolidated accounts of the Company pursuant
to applicable Hong Keng Financial Reporting Standards or
International Financial Reporting Standards; and

“HKS™ and “cents” Hong Kong dollars and cents respectively.

The expressions “lasuer™, “Bondholder” and “Bondholders™ shall where the context permits
include their respective successors and permitted assigns and any persons deriving tle under
them.

In these Conditions, unless the context requires otherwise, references to stututory provisions
shall be conswued as references to those provisions as replaced, amended, modified or
re-enacted from time to time; words importing the singular include the plural and vice versa and
words importing gender or the neuter include both genders and the neuter; references 1o this
Agreement or any issue document shall be construed as references to such document as the
samec may he amended or supplemented from time 1o time, unless otherwise stated, references to
“Ciauses” and the “Schedule™ are 1o clauses of and the schedule o the Agreement issuing this
Bond. Cleuse headings arc inserted for reference only and shall be ignored in construing this
Agreement.

i Period

Subject as provided herein, the Issucr shall repay on the second anniversary date from
the date of issne of the Bond (“Mawrity Date™ such principal amount outstanding
under the Bond to the Bondholder(s) logether with all outstanding interest accrucd
thercon at the rate referred to in Condition 3(a) up to and including the Maturity Date.

1B-APR-28B6 16:87 28662888 98
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Status and Transfer

The obligations of the Issuer arising under the Bond consttute general, and
uncondizional unsecured obligations of the [ssuer and rank, and will rank pari passu
among themsclves and with all other present and future unsecured and un-subordinated
obligations of the Issuner except for obligations accorded preference by mandatory
provisions of applicablc law. No application will be mmade for 2 listing of the Bond in
any jurisdiction.

Subject 1o full compliance with (i} relevant provisions of the Listing Rules [ii) the
approval for listing in respect of the Conversion Shares and (iil) all applicable laws and
regulations and the prior writien consent of the Issuer which shall not be unrcasonably
withheld, the Bond may be assigned or transferred 1o any party or parties if, and only if,
the assignment or transfer s in accordance with the provisions of this Condition 2,

Any assignment or trunsfer of the Bond can be in respect of the whole or any part of Lhe
outstanding principal amount of the Bond PROVIDED THAT any such assignment or
transfer shall be for the sum of [HK$500,000.0C or integral multiples thereof. Title to
the Bond passes only upon the cancellation of the existing certificate and the issue of
new certificate in accordance with Condition 2(d)(ii). The Bondholder(s) shall (except
as otherwise required by law) De weated as the absolure owner of the Bond for all
purposes and no person will be lisble for so treating the Bondhoider.

tn relation to any assignment or Lransfer of the Bond permitied under or otherwise
pursuant to this Condition 2:-

(i} it can only be transferred by execution of a form of ransfer (the “Transfer
Form™) in the form annexed under the hand of the transferor and the translerce
(or their duly authoriscd representatives) or, where cither the transferor or
transferee is a corporation, under its common seal (if any) and under the hand
of one of its officers duly authorised in writing or otherwise executed by a duty
authorised officer thercoll In this Condition, “transfcror™ shell, where the
conlext otherwise permits or requires, include joint transferors and shall be
construed accordingly; and

(i) the Bond must be delivered {or cancellation to the Tssuzr accompanied by (D) a
duly executed Transfer Form; (ii) in the case of the execution of the Translcr
Form ¢n behalf of a corporation by its olficers, the authority of that petson or
those person 10 do so;  (iii} such other evidence as the Issuer may reasonably
require if the Transfer Form is executed by some other person on behall of the
Bondholder(s) of the authority of that other person; and (iv) such other evidence
(including legal opinions) as the Issuer may reascnably require to support that
the conditions and reguirements of this Condilion 2 are satisficd.  The Issuer
shall, within 14 Business Days of receipt of such documems from the
Bondholder(s), cancel the existing Bond and [ssue a new Bond under the seal of
the Issuer, in favour of the transferes or assignee as applicable.

‘T'he Issucr shall maintain and keep a full and complete register at such location as it

16:87 28662868 2B
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shal] from time to time determine, the conversion, cancellation and destruction or all
replaccment Bond issued In substitution for any mutilated, deficed, lost, swolen or
destroyed Bond and ol sullicicnt identification details of all Bondholder(s) from time 10
time holding the Bond. The Issuer shall further procure thal such register shall be
made available for inspection 1o any holder of the Bond at all reascnable times

Any reasonabie legal and other costs and expenses which may be incurred by the Tssuer
in connection with any transfer or assignment of the Bond on any request therefor shall
be borne by the Bondholder,

Interest

Subject 10 Conditions 3(b) and 3(c}), the Bond will bear interest fram the dare of issue at
Heong Kong Prime rate - 0.5 per annurn ol the principal wmount of the Bond outstanding,
which subjoct as provided herein, will be payable by the lssuer hall yearly in arrcars.
The first payment shall be made on the date falling SIX calendar months after the date
of issuc of the Bond.

On the Maturity Date or such earlier date of repayment as notificd by the Bondhoider(s)
under Condition 10, the Issucr shall pay interest on the outstanding principal amount of
the Bond for the period from the immediarcly preceding interest payment date to the
Mazurity Date or the eurlier date of repaymens {as the case may be).

In the cvent that any Bondholder(s) converted part or whole of the principal amount of
the Band held by it or that the Issuer redeemed part or whole of the principal amount (as
the cuse may be), the Bondholder(s) shall be entitied to interest in respect of such part or
whole, as Lthe case /may be, of the principal amount for the period from the immediately
preceding Interest payment date up o and excluding the Conversion Date concernad.

Whenever il is necessary to compute an amount of interest in respect of Lhe Bond for a
period of less than a full half=ycar, such interest will bz calculated on the basis of a
365-day year and, in the case of incomplete month, the number of days clupsed.

Payments

To the extent not previously redcoamed, purchased, cancelled or converted as herein
provided, repayment of the principal amount in respect of the Bond will be made on the
Marurity Date by way of crossed cheque 1o be delivered 1o the Bondholder(s) at the
address as set out in Condition 14, Payments of interest in respect of the Bond will be
made in accordance with Condition 3 by way of crossed cheque to be delivered 1o the
Bondholder(s) at it address as set out in Condition 14.

If the due date for paymeunt or repayment of any amounl in respecet. of the Bond is not a
Business Day, the Bondholder(s) will be entitled to payment on the next following
Business Day in the same manner and wilt not be cntitied to further interest or other
payment in respect of any such delay.,

i5
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Conversion

Subject as hereinafter provided, uniess otherwise approved by the board of directors of
the Issuer upon written request from the Bondholder, the Bondholder has the right o
convert all or part of the Bond into Conversion Shares. The initlal conversion price
shall be HK30.05 per Share (“Conversion Price™), subject to adjustment in the event of
share consolidation, sub-division, etc (if any) pursuant 1o Condition 7{(a) before the
Maturity Date.

Conversion Rights may only be exercised in respect of 10,000,000 Conversion Shares
or intepral multiples thereof or if the remaining outstanding amount is less than
HK$500,000, in the entire putstanding amount.  Fractions of Ordinary Shares will not
be issued on cenversion and no cash adjustment will be made in respect thereof.

[n the event of any consolidation or sub-division of Shares referred 10 in Condition
7¢a)(i1), the aumber of Conversion Shares shall ipso facts, at the time the rclevant
consalidation or sub-division or reclassiAcution akes place, be adjusted to such number
as shall be certified by an approved acecountant (as defined in Cendition 7(b)) appointed
by the Issuer ta be in its opinion appropriate.

The Conversion Riglus shall be exercisabie by any Bondholder(s) on any Busincss Day
prior to the Maturity Date of the Bond (to the extent that the relevant Bond have not
been redeemed) subject to any applicable fiscal or other laws or regulations, by
completing and serving from time to time on the Issucr a notice (a “"Conversion Notice™)
in writing in the form anncxced 1o this Bond together with the Certificate of the relevant
Bond to the principal place of business of the Issuer on any Business Day. A
Conversion Notice once given may not be withdrawn without the consent in writing of
the Issuer.  If a Conversion Notice is not duly completad or is inaccurare, the Issuer
may (but is not obliged to) reject the same and any intended conversion shall not be
rreated as taking cffect until a duly completed, accurate conversion notice is recetved by
the Issuer, The Issuer shall be responsible for the payment of all taxes and stamp, {ssue
and registration duties (if any) and Stock Exchange levies and charges (if any) arizsing
on conversion in Hong Konyg or Cayman [slands.

The Issucr may, within three Business Day from the date on which it receives a
Conversion Natice, by notice (the “Notice of Election™) 1o the Bondholder(s) in the
form annexed, elect not 1o issue shares 1o the Bondholder(s) pursuant w thar Conversion
Notice but instead to redeem the lower of (i) the amount specified in that Conversion
Notice next 1o the words “amount 10 be converted”, and (i) the total principal amount
outstunding on the Bond as at the date on which that Conversion Notice was rcccived by
the Issuer (the “Election Amount™) within three Business Davs alier the date on which
the Notice of Election is regeived by the Bondholder(s) and the Issuer shall pay o the
Bondholder(s) the Election Amount and, for the avoidance of doubt, any accrucd
interest under Condition 3.

Redemption

The lssuer will be entitled to redeem all or any part (in an @wmount or integral multiple of
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HK3$500.000}) of the principal amount of the Bond, by giving not less than 30 days’
written notice (such notice to expire on a date, on or belore the Maturity Date) in the
form anncxed to the Bondholder(s) by payment t¢ the Bondhelder(s) the principal
amourt of the Bond which the Issuer inlends to redeem from time Lo time afler the date
of issuc of the Bond and, for the avoidance of doubt, any accrued interest under
Coendition 3.

In the case of a partial redemption of the Bond, the Bond to be redecmed shall be
sclected Tndividually by ballot in such place and in such manner as the Issuer shall deem
10 be appropriate.

Oncz a notice of redemption is given in accordance with puragraph (a) above, the lssuer
shall deliver 1o the relevant Bondholders ar his address set out in Condition 14 a crossed
cheque for the principal amount of the Bond to be redeemed together with all interest
accrued therson up 1o and exciuding the date of redemptlion, against delivery by thai
Bondholder(s) to the Issuer of his Bond for cancellation, and in the case of a partial
redemption of the Bond for endorsement of the partial redemption of the Bond not so
rcdeemed.

The Issucr or any of its subsidiaries may at any time and from time to time purchase
Bond at any price mutually agreed by beth paties.

All Bond which urc redecnied, converted or purchased by the Issuer or any of it
subsidiaries will forthwith be cancelled.

Adjustinents

Subject as hercinafter provided, the Conversion Price shall from time 1o time be
adjusted in accordance with the following relevant provisions so that if the event giving
rise to any such adjusiment shall be such as would be capable of (alling within more
thar one of sub-paragraphs (i) to (vi) inclusive of this Condition 7{a} i1 shall fall within
the first of the applicable paragraphs o the exclusion of the remaining paragraphs:-

() If and whenever the Shares by reasen of any consclidation or sub-division or
re-classification become of a dilferenl nominal amaunt, the Conversion Price in
force immediately prior therero shall be adjusted by multiplying it by the
revised nominal amount and dividing the result by the former nominal amount.
Each such adjustment shall be eflective from the close of business in Hong
Kong on the date on which the copsolidation or sub-division becomes effective,

D) 1f and whenever the Issuer shall issue (other than in lieu of a cash dividend) any
Shares credited as Rifly paid by way of capitalisation of profits or reserves
(including any shara premium aceount or capital redemption reserve lund), the
Conversion Price in force inunediately prior to such issue shall adjusted by
multiplying it by the aggregate nominal amount of the issued Shares
immediately before such issue and dividing the result by the sum of such
aggregate nomingl amount and the aggregate nominal amount of the Shares
issued after such capitalisation. Fach such adjustment shall be ¢ffective (if
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apprapriale retroactively) from the commencement of the day next following
the record date for such Issue.

If and whenever the Issuer shall make any Cupital Distribution (as defined in
Condition 7(b)) w holders (in their capacity as such) of Shares (whether on a
reduction of capital or otherwise) or shall grant to such holders rights (o acquire
for cash assets of the Issuer or any of its subsidiuries, the Conversion Price in
force immediately prior 1o such disvibution or grant shall be adjusted by
multiplying it by the following fraction:

A-R
A

where:

A~  the market price (as defined in Condition 7(b)) on the dealing date on
which the Capital Distribution or, as the case may be, the grant iy
publicly announced oy (failing any such announcemenl) next preceding
the date of the Capilal Disiribution or, as the case may be, of the grant;
and

B=  the fair market value on the day of such announcement or {as the case
may require) the next preceding day, as determined in good faith by an
approved accountant (as defined in Candition 7(b}), of the portion of the
Capital Distribution or such rights which is atributable to onc Share,

Provided that:

) if in the opinion of the relevant approved accountant {as defined in

Condition 7(b)), the use of the fair marker value as aforesaid produces a
result which is significantly inrequitable, it may instead determine (and
in such event the above formula shall be construed as if B meant) the
amount of the said market price which should properly be attributed to
the value of the Capial Distribution or rights; and

{2) the provisions of this sub-paragraph (iif) shall not apply in relution to
the issue of Shares paid out of profits or reserves and issued in liew of a
cash dividend.

Each such adjustment shall be effective (iff appropriale retrosctively) fram the
commencement of the day next following the record date for the Capital
Distribution or grant.

If and whenever the Issuer shall offer to helders of Sharcs new Shares for
subscription by way of rights, or shall grant 1o holders of Shares any options or
warTants to subscribe (or new Shares, at a price which is less than 50% of the
market price (as defined in Condition 7(b)) at the datc of the announcement of
the terms of the offer or grant, the Conversion Price shall be adjusted by
multiplying the Conversion Price in force Immediarely before the date of the
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announcement of such offer or grant by a fraction of which the numerator is the
number of Shares in issue immediately before the date of such announcement
plus the number of Shures which the apgregate of the amount (il any) payable
for the rights, optiens or warrants and of the umount payable for the total
rumber of new Shares comprised therein would purchase at such market price
(as defined in Condition 7(b)) and the denominator is the number of Shares in
issue immediately before the date of such anncuncement plus the aggregale
number of Shares offered for subscription or comprised in the options or
warrants {such adjustment to become effective (If appropriate retroactively)
from the comunencement of the day following the record date for the offer or
grant) provided that the adjustment referred to in this sub-paragraph (iv) shall
not apply 1f the offer on substantially the same terms is extended to the
Bondholder(s).

m 1 and whenever the Issuer shall issue wholly for cash any sceuritics
which by their terms are canvertible into or exchangeable for or cary
rights of subscription for new Shares, and the total Eficctive
Consideration per Share (as defined below) Initially receivable for such
securities is less than 90% of the murket price (as defined in Condition
7(b)) the date of the announcement of the terms of issue of such
securities, the Conversion Price shall be adjusted by multiplying the
Conversion Pric?mazeiy prior to the issue by a fraction of
which the numecrator is the number of Shares in issue immediately
before the dare of the issuz plus the number of Shares which the total
Effcetive Consideration receivable for the securities issued would
purchase ar such market price and the denominator is the number of
Shares in issue immediately before the date of the issue plus the number
of Shares to be issued upon conversion or exchange of, or the exercise
of the subscription rights conferred by, such securities at the Inftial
conversion or exchange rate or subscription price. Such adjustment
shall become ¢ffective (if appropriate retrospectively) from the close of
business in Hong Kong on the Business Day next preceding whichever
is the earlier of the date on which the issuc is announced and the date on
which the lssucr deterniines 1he conversion or exchange rate or
subscription price.

(2) If and whencver the rights of conversion or exchange or subscription
attached 1o any such securities as arc mentioned in section (1) of this
sub-paragraph (v} are modified so that the fotal ElTective Consideration
per Share initally recsivable for such securities shall be less than 90%
of the market price (as defined in Condition 7(b)) at the date of
announcement of the proposal to modify such rights of conversion or
exchange or subscriptien, the Conversion Price shall be adjusted by
multiplying the Conversion Price-in force immediately prior 10 such
modification by a fraction of which the numerator Is the number of
Sharcs in issue immediately before the date of such medification plus
the number of Sharcs which the 1otal Effective Consideration receivable
for the securities issued at the modificd conversion or exchange price
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would purchase at suck market price and of which the denominatar is
the number of Shares in issue immediately before such date of
modification plus the number of Sharcs to be issued upon conversion or
exchange of or the exercise of the subscription rights conferred by such
securities at the modified conversion or exchange rate or subscription
price. Such adjustment shall become cffcctive as at the date upon
which such modification shall take effect. A right of conversion or
exchange or subseription shall not be treated as modified for the
foregoing purposcs where it is adjusted 10 take account of rights or
capitalisation issues and ather events narmally giving rise to adjustment
of conversion or exchange lerms.

Tor the purposes of this sub-paragraph (v), the “rotal Cifective Consideration”
reccivable for the securities issued shall be deemed 1o be the consideration
receivable by the Tssuer for any such securities plus the addirional minimum
consideration (if any) 10 be received by the Issuer upon (and assuming) the
conversion or exchange thereof or the exercise of such subscription rights, and
the total Effective Consideration per Share initially receivable for such
sceurities shall be such aggregate consideralion divided by the number of
Shares to be issusd upan (and assuming) such conversion or exchange at the
initial conversion or exchange rate or the exercise of such subscription rights at
the initial subscription price, in each case without any deduction for any
cominissions, discounts or expenscs paid, allowed or incurred in connection
with the issus.

If and whenever the [ssuer shall issue wholly for cash any Shares al a price per
Sharz which is [ess than 90 % of the marker price (as defined in Cendition 7(b))
at the date of the announcement of the terms of such issue, the Conversion Price
shall be adjusted by multiplying the Conversion Price in foree immediately
before the date of such announcement by a fraction of which the numerator is
the number of Shares in issuc immediately before the date of such
announcement plus the number of Shares which the aggregate amount payable
for the issue would purchuse at such marker price and the denominator is the
number of Shares in issue immediately before the date of such announcement
plus the number of Shares so issued.  Such adjustment shall become cffective
on the date of the issue,

For the purposes ol this Condition 7:

“announcement™ shall include the release of an announcement to the press or the
delivery or transmission by telephone, facsimile transmission, telex or otherwise of an
announcernent o the Stock Exchange and “date of announcement”™ shall mean the date
on which the announcement is first so released, delivered or transmitted;

“approved accountant” means a public accountant of repute in Hong Kong be jointly
sclected by the Issuer and the Bondholder(s);

“Capital Distribution™ shall (without prejudice to the generality of that phrase) include

16:89
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distributions in cash or specie.  Any dividend charged or provided for in the accounts
for any financial period shall (whenever paid and however described) be deemed to be a
Capital Distribution provided that any such dividend shall avtomatically be deemed not
a Capital Distribution if it is paid out of the aggregate of the net profits (less any
consolidated net losses) anribuiable 10 the holders of Shares far all {inancial perieds
after 31% Decemnber, 2002 as shown in the audjted consclidated profit and loss account
of the Issuer and its subsidiarics for cach financial pericd ended 31 December, 2002;

“issue” shall include allot;

“market price” means the average of the clesing prices of one Share on the GEM
Board of the Stock Exchange as quoted in the olficial sheet of the GEM Board of the
Stock Exchange (or the equivalent) for cach of the last five Stock Exchange dealing
days on which dealings in the Sharcs on the Stock Exchange took place ending on the
fast such dealing day preceding the day on or as of which the market price is 10 be
ascertained provided that if at any time during the said five dealing days the Shares
shall have been quoted ex~dividend and during some other part of that period the Shares
shall have been quoted cum-dividend then

(N if the Shares 10 be issued or purchased do not rank for the dividend in question,
the guotations on the dates on which the Shares shall have been quoted
cum~dividend shall for the purposc of this definition be deomed to be the
amount thereol reduced by an amount equal to the amount of that dividend per
Share: and

(i) if the Shares to be Tssued or purchased rank for the dividend in question, the
quotations on the dates on which the Shares shall have been quoted ex-dividend
shall for the purpose of this definition be deemed to be the amount thersof
increased by an amount equal to the amount of that dividend per Sharg;

and provided further that if the Shares on each of the sald five dealing days have been
quoted cum-dividend in respect of a dividend which has been declared or announced
but the Shares to be ssued or purchased do not rank for that dividernd, the quotations on
each of such dates shall (or the purpose of this definition be deemed to be the amount
thereof reduced by an amount equul to the amount of that dividend per Share;

“reserves™ inciudes un-appropriated profits;

“rights” includes rights in whatscever form issued; and

“Shares” includes, for the purposcs of Shares comprised in any issue, distribution or
grant pursvant to sub-paragraphs (fiD), (iv) (V) or (vi) of Condition 7(a), any such

ordinary sharcs of the Issuer as, when tully paid, wiil be Shares,

The provisions of sub-paragraphs (ii), (i1}, (iv), (v} and (vi) of Condition 7(a) shall not
apply to:-

(i) an issus of fully-paid Shares upon the exercise of any conversion rights attached
to securities convertible into Shares or upon exercise of any rights (ineluding
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any conversion of the Bond) to scquire Shares provided thar un adjustment has
been made under this Condition 7 in respect of the issue of such securities or
granting of such righes or ary modification of such rights (as the casc may be);

an issue ol Sharcs or other securities of the Issuer or any subsidiary of the Issuer
wholly or partly convertible into, or rights to acquire, Shares to officers or
employces of the Issucr or any of its subsidiaries pursuant to any employee or
exccutive share scheme which share scheme shall be in compliance with the
Listing Rulcs;

an issuc by the Issuer of Shares or by the Issuer or any subsidiary of the Issucr
of securities wholly or parily convertible into or rights to acquire Shares in any
such case in consideration or part consideration for the acquisition of uny other
securities, assets or busincss provided that an adjusunent has been made (if
appropriate) under this Condition 7 in respect of the issue of such securities or
granting of such rights or any modification of such riphts (as the case may be);

an issue of fully-paid Shares by way of capitafisation of all or parl of any
subscription right reserve, or any similar reserve which has been or may be
cstablished pursuant to  the tarms of any securities wholly or partly convertible
inlo or rights o 4cquire Shares provided thar an adjustment has been made (if
appropriate) under this Condition 7 in respect of the issue of such securities or
the granting of such rights, or any modification of such rights {as the case may
be); or

an issue of Shares pursuant to a scrip dividend scheme where an amount not
less than the nominal amount of the Shares so issued is capitalised and the
market value of such Shares is rot mare than 110% of the amount of dividend
wihich holders of the Shares could clect to or would otherwise recelve in cash,
for which purpose the “market value™ of 2 Share shall mean the average of the
clasing prices as quoted in the official sheet of the GEM Board of the Stock
Exchange (or the equivalent) for such Stock Exchange dealing days on which
dealings in the Shares took place (being not less than five such days) as are
selected by the directors of the Issuer in connaotion with determining the basts
of alloiment in respeet of the relevant serip dividend and which fall within the
period of one month ending on the last day on which holders of Shares may
elect to receive or (as the case may be) not 1o receive the relevant dividend in
cash,

Any adjustment to the Conversion Price shall be made to the nearest hundredth of one
cent so that any amount under half of the hundredth af 2 cent shall be rounded down and
any amount of hall of the hundredth of a cent or more shall be rounded up and in no
event shall any adjustment (otherwise thun upon the consolidation of Shares into Shares
of' a larger nominal amount} involve an increase in the Conversion Price,

Notwithstanding anything contained herein, no adjustment shall be made (o the
Conversien Price in any case in which the amount by which the same would be reduced
in accordance with the foregoing provisions ¢f this Condittons would be less than the
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hundredth of one cent and any adjustment that would otherwise be required then to be
made shall not be carried forward.

If the Issuer or any subsidiary of the [ssuer shall in any way modIfy the rights arached
1o any share or Joan capital so as wholly or partly to convert or muke convertible such
sharc or loan capital into, or attach thereto any rights to acquire, Shares, the Issuer shall
appoint an approved accountant to consider whether any adjustment to the Conversion
Price is gppropriate (and if such approved accountant shall certify that anmy such
adjustment is appropriate the Conversion Price shall be adjusted accordingly and the
provisions of Conditions 7{d), 7(e} and 7(h) shall apgply).

Whenever the Canversion Price is acjusicd as hercin provided the Issuer shall give
notice to the Bondholder(s) that the Conversion Price has been adjusted (setting forth
the event giving rise 1o the adjustment, the Conversion Price in ¢ffect prior 10 such
adjustment, the adjusted Conversion Price and the effective date thereof) and shall at all
1imes thereafter so leng as the Bond remains outstanding make available for inspection
at its principal place of business in Hong Kong a signed copy of the said certificats of
the approved accountant and a certificate signed by the director of the Issuer setting
forth brief particulars of the event giving rise to the adjustment, the Conversion Price in
cffeet prior to such adjustment, the adjusted Conversion Price and the effective date
thereof and shall, on request, send a copy thereofl to the Bondholder(s).

If applicarion of any of the provisions of this Condition 7 would but or this puragraph
(h) result in the Conversion Price being reduced so that on conversion Shares shall fall
to be {ssued ar a discount to their nominal value, then the Conversion Price shall be
adjusted to an amount equal to the nominal value of one Share,

The costs of the approved accountant in the performance of any of the functions
cnvisaged under this Condition 7 shall be borne by the Issuer solzly.

Protection of the Bondholder(s)

So long as the Band arc outstanding, and subject to any approvals otherwise given in
writing by the Bondholder(s):

the issuer shall keep available for issue, free from pre-emptive rights, cut of its
authorised but un-issued capital sufficient Ordinary Sharcs to satisfy in full the
Conversion Rights at the Conversion Price from time To time and all other rights for the
time being outstanding of subscription for and conversion into Conversion Shares;

the fssucr shall not in uny wuy modify the rights attached to the Ordinary Shares as a
class or attach any special restriclions therelo;

if an offer is wmade to holders of Ordinary Shares {or such holders other than the
offeror or and/or any company controlled by the offeror or and/or persons acting in
concert with the offeror) o acquire all or any proportion of the Ordinary shares, the
Issuer shall forthwith give notice of such offer to the Bondholder(s) and wse all i
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reasonable endeavours to progure that a simifar ofTer is extended in respect of the Bond
or in respect of any Ordinary Shares issued on conversion of the Bond during the period
of the offer or 10 be issued where the Conversien Date oceur on or before the offer
closes.

the Issuer shall use its best endeavgurs other than in circumstances where an olTer made
to helders of Ordinary Shares to acquire all or any proportion of the Ordinary Shares
becomes unconditional (i) to maintain & listing for all the issued Ordinary Shares on the
GEM Board of the Stock Exchange or on such other stock exchange (an “alternative
stock exchange™) as the Jssuer may (with the approval of the Bondholders} from time to
time determine and (i) to obtain and maintain a listing on the GEM Board of the Stock
Exchange (or an allernative-stock exchange) for all the Ordinary Shares issued on the
excreise of the Conversion Rights.

as soon as possible and in any event not later than |4 Business Days aflter the
announcement of the terms of any issue referced 1o in Condition 7 (or if latcr, as soon as
the relevant adjustment thereunder can reascnably be determined) give notice to the
Bondholder{s) advising it af the date on which the relevant adjustinent of the
Conversion Price is likely to become cffective and of the effect of exercising their
Conversion Rights pending such date;

the [ssuer shall comply with and procure the compliance of all conditions imposed by
the Stock Exchange or by any othey competent authority (in Hong Kong or elsewhere)
or the alternative stock exchange as the casc may be, for approval of the issuc of the
Bond or for the listing of and permission to deal in the Ordinary Shares issued ot 1o b
issued on the exercise of the Conversion Rights and to ensure the continued compilance
thereof.

the Issuer shall ensure that all Ordinary Shares issued upon conversion of the Bond will
be duly and validly issucd, fully paid and registered.

the Issuer shall maintain its Group's outstanding anoeunt of bank loans, term loans, and
indebtedness including any convertible bond issucd by the Issuer including this Bond
but excluding normal trade payable will ot be higher the HK$10 miflion in aggregate
at any tUme during the life of the Bond unless otherwise agreed to by all the
Bondholders.

Issue of Ordinary Shares on Conversion

The Issuer undertakes 10 issue Ordinary Sharcs to the Bondholder(s) or as it may direet
upon cxcrcige of the Conversion Rights by the Bondholder(s), The Ordinary Shares
arising on conversion shall be allotzed and issucd by the Issuer to the Bondholder(s) or
as it may direct within fourtcen Business Days after, and with effect from, the dare on
which the Conversion Notice is reccived by the Issuer and certificates for the Ordinary
Shares to which Lhe Bendholder(s) shall hecome entitled in consequence of exercising
its Conversion Rights shall be issuced in board lots (or in such manner as the Issuar may
in its discretion think fit), together with an endorscment on the Certificate for the Bond
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by a directar of 1he Issuer for any balance of the principal amount of the Bond not
converted. :

ig, Events ol Delault

Any Bondholder may give notice in the form annexed 3o tle Issuer that the principal
amount of the Bond held by it together with any sccrucd interest thereon calenlated up
to and including the date of repayment are immediaely due and payable if any the
foilowing evenrs occurs:~

@

(b)

©

(D

®

18-APR-2B8B6 16:11

the Issuer fails to pay the principal amount when dus or the Issuer fails o pay
inicrest on the Bond when due unless non-payment of such interest is duc solcly
0 administrative or technical error and payment is made within three Business
Duys ol the due date thereof;, or

the Issuer defaults in performanee or observance or compliance with any ol its
other obligations set our herein which default is incapuble of remedy or, if
capable of remedy, is not remedicd within 21 Days after notice of such default
shall have been given Lo the Tssuer by such Bondholdey(s); or

{i) any indebtedness for borrowed money of the Company or any of its
Subsidiaries {excluding apy intra-group borrowings) becomes payable
prior to its stated mawrity following a default by the Company or any
of its Subsidiurics; or

(if) the Company or any of its Subsidiarics defaulls n the payment of any
indebtedness for borrowed moncy (cxeluding any intra-group
borrowings) at the maturity thereof or at the expiration ol any originally
applicable grace period therefor; or

(iify  the Company or any of its Subsidiaries fails 1o pay when due any
amourtt payable by it under uny guarantee or indemnity In respect of
any indebtedness for borrowed money of any other person.

A distress or exscution or other legal process is levied or enforeed or sued out
upon or against any part of the undertaking, assets or revenues of the Company
or any of ils Major Subsidiaries and is not discharged within 30 davs of having
been so levied, enforoed or sued our.

An encumbrancer takes possession or an administrative or other receiver,
manager or other similar officer is appointed of, or an attachment otder is
issucd in respeet of, the whole or any part of the underaking, assets or revenucs
of the Compaay or any of its Major Subsidiaries and is not discharged within 30
days of having taken posscssion or been eppointed or issued.

An order of a court of competent jurisdiction is made or an effective resolution
passed for the winding up or dissolution or administration ol the Company or
any of its Major Subsidiaries or the Cempany or any of its Major Subsidiaries
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ccuscs or threatens 1o cease to carry on all or substantially all of its busingss or
the Company or any of its Major Subsidiarics stops or threatens o stop
payment (within, if applicable, the meaning of the bunkrupley law of any
appropriate jurisdiction) or applies for ¢or consents to the appointment of an
administrative or other receiver, manager, administrator or other sinilar officer
over the whole or any materizl purt of the undertaking, property, assets or
revenues of the Company or any of its Major Subsidiaries; or

(2) the Ordinary Shares (as & class) ccusc to be listed on the GEM Board of the
Stock Bxchange (as defined in Cordition §) or an allernative slack exchange
(dafined in Condition 8{d)) for a continuous period of [0 wading days due to the
default of the Issuer {other than in circumstances witcre an offer envisaged in
Condition 8(d) becomes unconditional ).

The Tssuer will lorthwith on becoming aware of any such event as is meationed in this
Condition give notice in wriling thereof 10 the Bondholder(s). At any time aftcr the
Bond has became payahle the Bondholder(s) may without further notice institute such
proceedings as it may think fit to enforec payment of the monies due,

Voting

The Bondholder(s) will not be endtled 10 receive notices of, anend or vote at any
meeting of the Issuer by reasen only of it being the Bondholder(s).

Experts

In giving sny cerlificate or making any adjustment herennder, the auditors of the Issuer
or (s the case may be) the approved accountant shall be deemed 1o be acting as experts
and not as arbitrators and, in the absence of manifest crror, their decision shull be
conclusive and binding on the Issuer and the Bondholder(s) and all persons claiming
through or under them respectively.

Replacement Bond

If the certificate for 4 Bond is lost or mutilated the Bondholder{s) shall forthwith notify
the Tssuer and a replacement certificate for the Bond shall be issued if the Bondholder(s)
provides the Issuer with: (1) the mutilated cortificate for the Bond; (1) a declaration by
the Bondholder(s) or its ofticer that the Bond had begn lest or mutilated (as the case
may be) or other evidence that the certificate for the Bond had been lost or murilated;
and (311) an appropriate indemnity In such form and conicnt as the Issuer may reasonably
require. Any certificate for the Bond replaced In accordance with this Condition shall
lorthwith be cancelled.

Notices
Any notice, demand or other communication required or permilied o be given by or

under these terms and conditions shail be in writing and shall be given by delivering or
sending it to the relevant party at its address or [zesimile number sct out beJow (or such
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other address or facsimile number in Hong Kong as the parly coneerned may have
notificd to the other parties pursuant to this Condition):-

To the Issucr:

Address : . 15" Floor, Asia Financial Centre,
120 Des Vocux Road Central, Hong Kong
Facsimile No. : (852) 2866 8650
Attention : Mr. Li Ching Ping Vincent
Te the Bondholder:
Address : JI Stratcgic Fund
¢/o JL Capital Pre Lid

100 Beach Road #(6-01,

Shaw Tower,

Singaporc 189702
Facsimile No. : (65) 6294 8880
Attention : M. James Loh

Any notice, demand or other comnmunication so addressed to the relevant party shzli be
deemed to have been delivered:-

(i) if delivered by hand, when delivered 1o the relevant address;

(i) if given or made by letter in a prepaid envelope by post 48 hours after posting,
or upon acknowlcdgoment of receipt by the addressce, if soone,

(i) if given cr marie by facsimile, when despatched.

Amendment

The terms and conditions of this Agrecment mmay be varied, cxpanded or amended only
by agreement in writing between the Issuer and the Bondholder(s).

Governing law and jurisdiction
The Bond and the terms and conditions of the Bond arc govermned by and shall be

construed in accordance with Hong Kong law and the Bondholder(s) and the Issuer
agree to submit to the non-exclusive jurisdiction of the couns of Hong Kong,
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EARLY REPAYMENT NOTICE

[To be attached 1o the Conditions]
The undersigned hereby irrevocubly demands that ProSticks International Holdings Limited (the

“Issuer™) repays all the owrstanding principal amount of the Bond on the repayment dale
specilicd below together with all interest thereon in accordance with the Conditions.

Date of Bond:

Repayment Dare:
[date faliing 30 days after the date of this rotice]

Name of Bondholder:

Date:

(n The Boadholder must deliver the Bond to the Tssuer for cancellation on the Mawrity
Date before payment is made.

(2 This Form is only applicable in the cvent of defaults as provided in Condition 0 of the
Conditions.
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REDEMPTION NOTICE
[To be artached 1o rhe Condirions]

Name of Bondholder:

We, ProSticks Iuternational Holdings Limited, hereby notify you pursuant to Condition 6 that
we shall redeem the principal amount of the Bond in the sum of FIKS on the
redemprtion dare specified below against your delivery of the Bond to us for cancellation on that
day in accordance with the Conditions and the terms below.

Date of Bond:

Amount to be redeemed:

Redemption Dates:
[date falling 30 days after the date of thiy notice)

Principal amount of Bond culsianding as at the datc ol this notice:

For and on behalf of

ProSticks International Holdings Limired

18-APR-2BZ6 16712 28562888 S8 P, 38



FROM 18 04 2006 15:58/87. 15:50 PO31

CONVERSION NOTICE

[To be attached 10 the Conditions]
The urdersigned hereby irrevocably elects to convert ail/part of the Bond speeified below inta
ordinary shares of HK$ euch, of ProSticks Imternarional Holdings Limited (the

“Issuer’™) in accordunce with the Conditions and the tenms below.

NDate of Rond:

Amount to be converted:

Conversion date:
[at least 14 days after the receipt of 1his notice by the Issuer unless otherwise Agreed]

Principzl Amount of Convertibje Bond 1o be convericd:

Name in which Ordinary Shares to be issued:

Address of shareholders:

Signawre of Bondholder:

Name of Bondholder:
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NOTICF, OF ELECTION

[to be attached 10 the Conditions]

Tv:

Dear Sirs,
We refer to your conversion notice dated
In accordance with Condition 5 {c) of the Bond dated (the “Bond'y held by you,

we hereby elect to redeem the principal amount of HKS and such redemption notice is
attached herewith for your reference.

Yours fuithfully,

Forand on behalf of
ProSticks Internztional Moldings Limired

18~APR-28B6 16:12 2B662858 98 P.32



FROM

18 04 2008 15:00/8T. 15:50

FORM OF TRANSFER

[t6 be attached o the Conditions]

We, [name of transferor] of [address} (the “transferor™} in consideration of the Sum of Hong
Kong Dollars (HKS ) paid to us by [name of translerce] of [address)
(hercinafier called “the Transferee™ do herchy transfer to the Transferee [the outstanding
principal amount of HK$  [(“Transferred Note™] of the HKS convertibie Bond
issucd by ProSticks Imternational Holdings Limited to the Transferor dated to hold
unto the Transferee, his Excculors, Administrators or Assigns, subject to the several conditions
upon which we hold the same at the time of cxceution hereof.  We, the Transferee, do hereby
agree 1o take the Transftrred Note subject 1o the same conditions.

Witness ro our hands
Witness to the signature(s) of

Name:

Address:_

(Transferor)

Name:

Address:

{lransleree)

(%3]
b
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Schedule 3

Cempletion Reguirtement

l. DOblieations of the Company

At Completion, the Company shall deliver to the Subseriber or their nominees as each

of the Subscriber may direct:

(a) a certificd copy of the board resohition of the Company approving ind guthorizing the
exeeution and completion of this Agreement and the issue of the Bond and the

Certificale;

(b) the Certificale duly issucd in favour of sach Subscriber (or its nomines in respect of the

principal amount of the Bond set against its name in column [T of Schedule 4); and

(c) certified copy(ics) of the documents, permission, waivers or approvals listed out in

Clause 5.7(a) and (b) of the Agreement.

(d) a confirmation {rom the Company that all representations and warranties contained in

Clause 6.2 arc accurate and correct in all material respect as if made on such date.

2. Oblizations of the Subscriber
At Completion, cach Subscriber shall detiver to the Company
(a) a certified copy of the board resolution of the JL Strategic Fund approving and

authorizing the execution and completion of this Agreement; and

(b) Telegraph transfer in the sum of ITKS$2,500,000 for the principal amount of the Bond in
Tavour of the Company.
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I
Name

JL Strategic Fund

acting through JL Capital Pte
Lid of 106 Beach Road #16-01,
Shaw Tower,

Singapore 189702 (“JL
Capital”} as its fund manager

18-APR-20B6 16:12
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Schedule 4

11
Address

¢fo M&C Comorale Scrvices
Limited

P.O. Box 309GT

Uglang House

South Church Streel

Grand Cayman

Cayman [slands
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in
Amount of Bond
HKS

2,500,000
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