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THIS AGREEMENT is madc on the 1 Kd’ day of 9’}/ \ 2008.

BETWEEN:

) Prosticks International Heldings Limited, whose principal place of business
is situwated at 15th Floor, Asia Financial Centre, 120 Des Vocux Road centrat,
Hong Kong (the “Company™); and

(2) Rapid Falcon Limifed whose registered office is situated at 1ith Floor, 36-32
Des Veoux Road Central, Hong Kong (the “Subscriber™)

WHEREAS:

(A)  The Company is a limited liability company duly incorporated under the laws of
Cayman lslands having an authoriced share capital of [K$80,000,000.00
divided into 8,000,000,000 Ordinary Sharcs of HK30.0! each, of which
651,700,000 shares are issued and listed in the Growth Enterprises Market
Board of the Stock Exchange; and

(B}  The Company has agreed 1o issue and the Subscriber has agreed 1o subscribe for

the Bond upon and subject to the terms and conditions set out in this Agreement.

NOW IT IS HEREHY AGREED AS FOLLOWS:

L. INTERPRETATION

L] In this Agreement, including Recitals and Schedules hercto, the words and
expressions 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 for business in Hong Kong;

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

“Convertible Bond” amount of HK$2,000,000.00 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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“Bondholder” means the person or persons, corporalion or corparations
who is or arc for the time being the registered holder or
holders of the Convertible Bond;

“Certificatc” means the certificatc for the face value of
HK$2,000,000.00 10 be issued in respect of the Bond
substantially in the form sct out in Scheduie 13

“Complction” means the completion of the issuc and subscription for the
Bond in accordance with Clause 4 and Schedule 3;

“Conditions™ means the terms and cenditions to be attached 10 the
Certificate (with such amendments therelo as the Parties
may agree) as more particularly contained in Schedule 2
hereto: and “Condition” refers to the relative numbered
paragruph of the Conditions;

“Conditions means the conditions precedent set out in Clause 3.1;
Precedent™

*Conversion Rights” mecans the rights attached to the Bond to convert [1s
principal amount or a part thereof into Ordinary Shares;

“Conversion Shares” means the Ordinary Shares 1o be issucd by the Company
under the Bond which shall be ranked pari passu with the
other existing shares of the Company and shall be entitled
1o all dividends and rights appertaining thercto (whcther
upon ¢xercise by the Bondholder of the Canversion Rights,
or otherwise pursuant to the Conditions);

"GEM" means the Growth Enterprise Market Board of the Stock
Exchange;
"Listing Rules” Means the Rules govemning the Listing of Securities on

GEM us amended or varied from time to time and other
appropriate listing rules ol the Stock Exchange gaverning
the listing of Securitics;

“HKS$”, “cents” means Hong Kong dollars and cents respectively;

“Ordinary Shares”™  means the ordinary shares of FIKS0.01 each in the sharc
capital of the Company;

“Partics” means the partics 1o this Agreement and “Party” shall
mean any one of them;
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“Stock Exchange™  means The Stock Exchange of Hong Kong Limited;

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

Any referenee in this Agreement to a “person” includes any individual, company,
body corporate or unincorporaied or other juridical person, partnership, fire,
joint venture or trust or any federation, state or subdivision thereof or any
government or agency thereof.

Any reference in this Agreoment to a “Clause™ or “Schedule” shall be construed
as a reference 10 a clausc of or a schedule 1o this Agreement.

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

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

ISSUE OF AND SUBSCRIPTION FOR THE BOND

Subject to fuiflllment of the Conditions Precedent and on Completion, the

Company shall issue the Bond at their face value 1o the Subscriber.

CONDITIONS PRECEDENT

The obligation of the Parties 1o ¢{Ject Completion shall be conditicnal upon:

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

(b)  all other approvals (if any) 1o be granted by the appropriate authoritics.

If the Conditions Precedent arc not fulfilicd on or before 31% October 2003 (or

such Jater dale as may be agreed between the Subscriber and the Company), this

Agreement will lapse and become null and void and the Parties will be released

from all obligations hereunder, save for any liability arising out of any
antecedent breaches hereof.

w3
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COMPLETION

Subject 1o the [ulfiflinent of the Conditions Precedent in accordance with Clause
3, Completion shall 1ake place at the office of the Company within seven
Busincss Days after the Subscriber is notified in writing by the Company that al|
the Conditions Precedent have been fulfilled (or such other date as the Company
and the Subscriber shall agree) and cach Party shall perform all of its respective
obligations as sct out in Schedule 3.

FURTHER ASSURANCE

Each of the Partics agrees to do and execute or procure to be done and cxceuted
all such further acts, deeds, documents and things as may be reasonable and
appropriate for such Party to do or cxccute or procurc to be done or executed in
order to give full effect to the terms of this Agreement,

SUCCESSORS AND ASSIGN
This Agreement shall be binding on and for benelit of each Party’s successors
and shall not be assignable without the written consent of the other Party.

COSTS AND EXPENSES

Each of the Partics shall bear its own costs and expenscs incurred in connection
with the preparation and negotiation of this Agreement,

NOTICES

Each notice, demand or other communicalion to be given or made under this
Agreement shall be in writing and delivered or sent 1o the relevant Party at its
respective address or facsimile number set our below (or such other address or
facsimilc number as the addresses has by five (5) days’ prior written notice
specified to the ather Partics):

T'o the Company

Address : 15™ Floor, Asia Financial Center, 120 Des Voeux
Road Central, Hong Kong
FFax No. : 2866 8650
Aflention : Mr. Li Ching Ping Vincent
-4-
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To the Subscriber

Address : 11* Floor, 30-32 Des Voeux Road Central, Hong
Kong

Fax No. : 2810 6704

Attention : Mr. Chow Lork Sang

Any notice, demand or other communication so addressed to the relevant Party
shall be deemed 10 have been delivered: (a) il given or made by leter, when
actually delivered to the relevant address; and (b) if given or made by facsimile,
when dispatched with confirmation of successful transmission.

ANNOUNCEMENTS

Subjeet to the requirements of the Stock Exchange, other than the announcement
1¢ be made by the Company in relation to this Agreement and the proposed issue
of the Bond, neither Party may make any press or other announcements relating
10 this Agrecement and the Bond without the prior wrilten consent with the other
Party (such consent shall not be unrcasonably withheld) as to the form and
manner of such announcement.

COUNTERPARTS

This Agrecement may be executed by the Parties in any number of countcrparts
and on separate counlerparts, each of which when so cxccuted shall be deemed
an original but all of which shall constituie one and the same instrument and is
binding on all Parties, once all persons expressed to be Parlics have executed
this Agreement.

MISCELLANEOQUS
Time shall be of the essence of this Agreement.

This Apgreement constinates the entire agreement between the Parties with
respect to its subject mater {neither Party having rclicd on any representation or
warranty made by the other Party which is not contained in this Agreement) and
no variation of this Agreement shall be effective unless madce in writing and
stgned by all of the Parties,

If at any time any provision of this Agreement is or becomes illegal, invalid or
unenforceable in any respeet, the legality, validity or enforceability of the
remaining provisions shall not be affected or impaired thereby.
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12. 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 courls of Hong Kong as regards any claim or matter arising under this
Agreement.

IN WITNESS whercof the parlics have caused this Agreement to be executed the day
and year first above written,

SIGNED by Mr. Chow Lork Sang, )
its director -~ ) For md on bebalf of

duly authorized for and on behalf of ) ID FALCON LIMITED

the Subscriber )
\ 3 L%‘ L - bl sk b ol ol L1 ) a

in the presence of )

)

Mok Chiu Lam

Soliciter, Hong Kong SAR
Messrs, Joseph Mok & 5:0.

For and an behalf of
$E34 50 B M2 I PR - 9
PROSTICKS |INTERNATIONAL HOLDINGS LIMITED

duly authorized for and on behalf of
the Company

in the presenc - Authorired Signature(s)

vy Yan sHun
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Schedule 1

FORM OF THE BONDS

Prosticks International Holdings Limited
(Incorporated in Cayman Islands with limited liabilily)

HK$2,000,000.00 CONVERTIBLE BOND

(Canvertible bond due of principal amount of HKS2,000.000.00 issued
pursuant to the constitutional documents of Prosticks International FHoldings Limited (the
“fysuer”) and a resolution of its Board of Directors passed on )

THIS IS TO CERTIFY that the Company will pay o of
being the holder (the “Bondhoider™) of this Bond, on the Maturity Dute (or on such earlier date
as such sum may become payable in accordance with the terms and conditions as attached (the
“Canditions™) the principal sum stated above together with any additional amounts as may be
pavable under the Coaditions, in accordance with the Conditons.  This Bond is issucd with the
benelit of and subject to the Conditions which are binding on the Issuer and the Bondholder.

GIVEN under the Seal of the Issuer this

Director

Director

BOND:-
The Bend cannot be transferred to bearer on delivery and is only transferable to the exrent
permitted by Condition 2 as set out in the Conditions, This Bond must be delivered to the

Secretary of the {ssuer for canccliation and reissue of an appropriate certificate in the event of
any such wansfer,

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

Dute Amount Converted | Amount Traasferred | Amount Redeemed Amount Outstanding

21-PPR-28BE 15:42 28652868 o8 P.23S
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Schedule 2

‘Terms and Conditions ol the Convertible Bond

The Bond shall be held subjeet 1o and with the benefit of the terms wnd conditions set out below
and such terms and conditions shall be binding on the Issuer. In this Bond, the words and
expressions scl out betow shall have the meanings attribuied to them below unless the conltext

otherwise required:-

“Bond™” or “‘Cenvertible Bond™

“Bondholder”

“Business Day™

“Certificate™

“Conditions™

“Conversion Date”

“Conversion Price”

“Conversion Rights”

“Conversion Shares™

“GEM Board” or “GEM™

“ISSUB[”

21-APR-2B86 15:42

the convertible bond it the principal amount of
HKS$2,000.000.00 to be issucd by the Issuer with the
benefit and subject o the provisions of the Conditions and
“Bond™ shall be construed accordingly;

the personi or persons, corporation or ¢orporations who is
or e for the time being the holder or 4 Bond;

a day (excluding Saturday) on which bunks in Hony Kong
open for business;

the certificule Lo be issued in respect of the Bond;

the terns and Conditions to be attached to the Certificaic
and “Condition” reflers 1o the relative numbered paragraph
of the Conditions;

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

bears the meaning ascribed thereto in Condition 5;

the rights attached to the Bonds to convert the principal
amount or a part thereof into Ordinary Shares;

the Ordinary Sharcs 1o be issued by the Issuer under the
Bond which shall be ranked pari passu with the existing
shares ol the [ssuer and shall be entitled to all dividends
and rights appertaiming thercto {whether upon exercisc by a
Bondholder of the Conversion Rights, or otherwise
pursuzanl (o the Conditions);

The Growth Enterprise Market Board of the Stock
Exchange;

Prosticks International Holdings Limited (duly registered

under Part X1 of the Companies Ordinance, Chapter 32
Laws of Hong Kong);

28662888 98%
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“Listing Rules™ the Rules Governing the Listing of Securitics on the GEM
Board of Stock Exchange;
“Malurity Dalc™ bears the meaning ascribed thereto In Condition 1;

“Ordinary Shares™ or “Shares™ ordinary shares of HKS0.01 cach in the share capital of the

[ssuer;
“Stock Exchange” The Stock Exchange of Hong Kong Limited; and
“HEKS™ and “cents™ Heng Xong dollars and cents respectively.

The expressions “Issuer”, “Bondholder” and “Bondholders” shall where the context permils
include thelr respective successors and permitted assigns and any persons deriving title under
them.

In these Conditions, unless the context requires otherwiss, references to statutory provisions
shail be construed as references 1 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 gendor or the neuter include both genders and the neuter; raferences 1o this
Agreement or any issue document shall be construed as references to such document as the
siume may he emended or supplemented from time to time, unless otherwise stated, references to
“Clanses™ and the “Schedule™ are to clauses of and the schedule to the Agreement issuing this
Bond. Clause headings are inserted for reference only and shull be ignored in construing this
Agreement.

I Period

Subject as provided herein, the Issuer shall repay on the day 18 monthy from the dawe of
issue of the Bond (*Maturity Date™) such principal amount outstanding under the Bond
to the Bondhoider(s) together with all outstanding interest accrued thercon it the rale
referred 1o in Condition 3(a} up to and including the Muturity Dute.

2. Status and Transfer

(=) The obligations of the Issuer arising under the Bond constiute general, and
unconditional unsecured obligations of the Issuer and rank, and will rank pari passu
among themselves und with ull other present and future vnsecured and un-subordinated
obligations of the Issuer except for obligations accorded preference by mandatory
provisions of applicable law.  No application will be made for 4 listing ol the Bond in
any jurisdiction.

(b Subject to full compliance with (i) rclevant provisions af the Listing Rules {il) the
appraval {or lisling in respect of the Conversion Shares and (iit) all applicable laws and
regulations and the prior written consent of the Issucr which shall not be unreasonably
withheld, the Bond may be assigned or transfzrred o any party or parties if, and only if,
the assignment or transfer is in accordance with the provisions of this Condition 2.

9
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(e) Any assignment or wansfer of the Bond can be in respect of the whole or any part of the
outstanding principal amount of the Bond PROVIDED THAT any such assignment or
transfer shall be for the sum of HK$500,000.00 or integral multiples thereol.  Title to
the Bond passcs only upon the cancellation of the existing certificate and the issue of
new certificate in accordance with Condition 2(d)(3i). The Bondholder(s) shall {exeept
a5 otherwise required by law) be treated as the absolute owner of the Bond for all
purposes and no person wiil be liable for so treating the Bondholder,

(d) In relation 10 any assignment or transfer of the Bond permitted under or otherwise
pursuant to this Condition 2:-

(0 it can only be transferred by execution of a form of wansfer (the “Transfer
Form™) in the form anncxed under the hand of the transferor and the transieree
(or their duly authorised representatives) or, where cither the transferor or
transferee 15 a corporation. under its common scal (if any) and under the hand
of one of its officers duly authorised in writing or otherwise executed by a duly
authorised officer theyeof. In this Condition, “wansferor” shall, where the
context otherwise permits or requires, include joint transterors and shull be
construcd accordingly; and

(i) the Boad must be delivered for cancellation 1o the Issuer accompanied by (i) a
duly exceuled Transfor Form; (ii) in the case of the execution of the Transfer
Form on behalf of a corporation by its ofTicers, the authority of that person or
those person to do so;  (Iil) such other evidence as the Issuer may reasonably
require if the Transfer Form is excouted by some other person on behalf of the
Bondholder(s) of the authority of that other person; and (iv) such other evidence
(including legal opinions) as the Issuer may reasonably  require to support that
the conditions and requirements of this Condition 2 are satisfied. The Issuer
shall, within 14 Business Days of reecipt of such documents from the
Bondholder(s), cancel the existing Bond and issue a new Bond under the seal of
the Tssuer, in favour of Lhe transfetee or assignee as applicable,

(e) The Issuer shall maintain and keep a full and complete register at such locatien as it
shall from time 10 time delenmine, the conversion, cancellation and desuuction or all
replacement Bond issued in substitution for any mutilated, delaced, lost, stolen or
destroyed Bond 2nd of sufficient identification details of all Bondholder(s) from time to
time hiolding the Bond. The Issuer shall further procure that such register shall be
made avaifable lor inspection to any helder of the Bond ar all reasonable times

(n Any vcusonable logal and other costs and expenses which may be incurred by Lhe Isscer
in connection with any trunsfer or assignment of the Bond on any request therefor shall
be borne by the Bondholder,

Interese

L

{a) Subject to Conditions 3(b) and 3(c), thc Bond will bear interest from the date of issue ar
the rate of Fong Kong prime rate per annum on the principal amount of the Bond

-10-
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cutstanding, which subject as provided herein, will be payable by the Issuer half yearly
in arrears.  The first payment shall be made on the date falling SIX calendar months
after the date of issue of the Bend.

On the Marurity Date or such earlier date of repayment as notified by the Bondholder(s)
under Condition 10, the Issuer shall pay interest on the outstanding principal amount of
the Bend for the peried from the immediately preceding interast payment dare w0 the
Maturity Date or the carlicr date of repaviment (as the casc may be).

In the event that any Bondholder(s) converted part or whole of the principal amount of
the Bond held by it or that the Issugr redeemed part or whole of the principal amount (as
the case may be), the Bondholder(s) shall be entitled 1o interest in respect of such part or
whcle, as the case may be, of the principal amount for the period from the immediately
preceding interest payment date up 10 and excluding the Conversion Date concerned.

Whenever it is necessary to compurte an amount of interest in respect of the Bond fora
period of less than a full half-year, such interest will be calculaied on the basis of a
365-day ycar and, in the case of incomplete month, the number of days elapsed.

Payments

To the extent not previously redeemed, purchased, cancelled or converted as herein
provided, repayment of the principal amount in respect of the Boad will be made on the
Mauwrity Date by way of crossed cheque to be delivered 1o the Bondholder(s) at the
address as sel out in Condition 14, Paymuenls 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 its address as sct out in Condition 14,

If the due date for payment or repayment of any amount in respect 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 will nat be entided to further interest or other
payment in respect of any such delay.

Conversion

Subject as hereinafter provided, unless othorwise upproved by the board of directors of
the issuer upon wrilten request from the Bondholder, the Bondholder has the right to
convert all or part of the Bond into Conversion Shares at a conversion price of
HKE0.021 per Ordinary Shure (“Conversion Price™) subject Lo adjustment before the
Maruriry Date.

Conversion Rights may only be exercised in respect of 10,000,000 Convession Sharcs
or integral muitiples thereof or if the romaining outstanding amount is less than
HK3210,000.00, in the entire outstanding amount. Fractions of Ordinary Shares will
not be issued on conversion and no cash adjustment will be made in respect thercof.

In the event of any consolidation or sub-division of Shares referred to In Condition
@)D, the number of Conversion Shares shall ipso lacls, al the time the relevant

15:43 28652888 98x%
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consolidation or sub-division lakes pisce, be adjusted to such number as shall be
certified by an approved accountant (as defined in Condition 7(b)) appointed by the
Issuer to be in its opinien appropriate.

The Conversian Rights shall be exercisable by any Bondholder(s) on any Business Day
prior to the Maturity Date of the Bond (to the extent that the relevant Bond has not been
redeemed) subjeet to any applicable fiscal or other laws or regulations, by completing
and serving from time to time on the Issucr a nolice (2 “Conversion Notice™) in writing
in the form annexed to this Bond together with the Certificate of the relevant Bond to
the principal place of business of the Issucr on any Business Day. A Conversion
Notice once given may not be withdrawn without the consent in writing of the [ssuer.
If'a Conversion Notice is not duly completed or is inaccurate, the 1ssuer may (but is not
obliged t0) rgject the same and any intended conversion shall not be rreated as tuking
cffect untit a duly completed, accurate conversion notice is received by the Issuer.  The
Issucr shall be responsible for the payment of all tuxes and stamp, issue and registration
duties (if any) und Stock Exchange lovies and charges {if any) arising on conversion in
Hong Kong or Cayman Islands.

The Issuer may, within three Business Day from the date on which it receives a
Conversion Notice, by notice (the “Noticc of Election™) to the Boadholder(s) in the
form annexed, elcct not to issuc shares to the Bondholder(s) pursuant to that Conversion
Notice bur instead to redeem the lower of (i) the umount speeified in that Conversion
Notice next to the words “amount to be converted™, and (i) the total principy! armount
outstunding on the Bond as at the date on which that Conversion Notice was received by
the [ssuer (the “Election Ameount™) within three Business Days after the date on which
the Notice of Elcetion is received by the Bondholder(s) and the Issuer shall pay 10 the
Bondholder(s) the Election Amount.

Rederption

The Issuer will be entilled to redeem all or any part (in an amount or integral multiplc of
HK3500,000.00) of the principal amount of the Bond, by giving not less than 30 days'
written netice (such nctice 10 expire on u date, on or before the Manurity Date) in the
form annexcd to the Bondholder(s) by payment 16 the Bondholder(s) the principal
amount of the Bond which the Issuer intends 1o redeem from time to time afler the date
of issuz of the Bond.

In the case of a partial redemption of the Bond, the Bond to be redeemed shall be
selected individually by lot in suck place and in such manner as the Issuer shall deem to
be appropriate.

Once & notice of redemption is given in accordance with paragraph (a) above, the Issucr
shall deliver to the relevant Bondholders) at his address set out in Conditien 14 a
crossed chieque for the principal amount of the Bond to be redeemed together with all
interest acerued thercon up to and excluding the date of redemprion, against delivery by
that Bondholder(s) to the Issuer of his Bond for canccllation, and in the case of a panial
redemption of the Bond for endorsement of the partial redemption of the Bond not so
redeemed.

-12-
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The Issuer or any of its subsidiarics may at any time and from time to time purchusce
Bond at any price mutually agreed by both partias.

Any part of the Bond which are redeemed, converted or purchascd by the issuer or any
of its subsidiaries will forthwith be cuncelled '

Adjustments

Subject as hereinafter provided, the Conversion Price shall from time to time be
adjusted in accordance with the following relevanr provisions so that if the event giving
rise to any such adjustment shall be such us would bz capable of falling within more
than one of sub-paragraphs (i) to (vi} inctusive of this Condition 7{a) it shall fal] within
the first of the applicable paragraphs to the exclusion o the remaining paragraphs:-

(1)

(i)

(iif)

15:44

If and whenever the Shares by reason of any consolidation or sub-division
become of a different nominal amount, the Conversion Price in force
immediately prior thereto shall be adjusted by multiplying i1 by the revised
nominal amount and dividing the result by the former nominal amount. Each
such adjustment shall be cfTective from the close of business in Hong Kong on
the duy bmmediately preceding the date on which the consolidation or
sub-division becomes effcetive,

IT and whenever the Issuer shall issue (other than in lieu of a cash dividend) any
Shares credited as fully paid by way of capitalisation of profits or reserves
(including any share premium account or capital redemption reserve fund), the
Conversion Price in force mmediately prior o such issue shall adjusted by
multiplying it by thc apgregate nominal amount of the issued Shares
immediately befors such issue and dividing the result by the sum of such
agerepate nominad amount and the aggregale nominal amount of the Shares
issucd in such capitalisation. Each such adjustment shall be offective (if
appropriate rewoactively) from the commencement of the day next followiny
The record date for such issue.

If and whenever the Issuer shull muke any Capital Distribution {as defined in
Condition 7(b)) 1o 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 Issucr or any ol its subsidiaries, the Conversion Price n
force immediately prior to such distribution or grant shall be adjusted by
multiplying it by the following fraction:

A-B
A
where:
A= the market price {as defined in Condition 7(b)) on the date on which the

Capiral Distribution or, as the casc muy be, the grant js publicly
announced or (failing any such announcement) next preceding the date

28652888 58%
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of the Capital Distribution ar, as the case may be, of the grant; and

B=  the fair market vahec on the day of such announcement or (as the casa
may require) the next preceding day, as determined in good faith by an
approved accountant (as defined in Condition 7(b)), of the portion of the
Capital Distribution or such rights which is attributable 10 one Share,

Provided that:

(1 if in the opinion of the relevant approved accountant (as defined in
Condition 7(b)), the use of the fair market value as aforesaid preduces &
result which is significantly inequitable, it may instead determing (and
in such event the above formula shall be construed as if B meant) the
wmount of the said marker price which should properly be attributed to
the vaiue of the Capital Distribution or rights; and

(2) the previsions of this sub-paragraph (lii) shell not apply in relation to
the issue of Shares paid out of profits or reserves and issued in lieu of a
cash dividend.

Each such adjustment shall be effoctive (il appropriate retroactively) from the
commencement ol the day next following the record date for the Capital
Distribution or grant.

If and whenever the lssuer shall offer to holders of Shares new Shares for
subscription by way of rights, or shall grant 1o holders of Shares any oplions or
warrants to subscribe for new Shares, at a price which is less than 0% of the
market price (as defined in Condition 7(b)) at the date of the announcement of
the terms of the offer or grani, the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately before the date of the
announcement of such ofler or grant by a fraction of which the numerator is the
number of Shares in issue immediately belore the dale of such announcement
plus the number of Shares which the aggrepate of the amount (if any) payuble
for the rights, options or warmants and of the amount payable for the twtal
number of new Shaves comprised therein would purchase at such market price
and the denominator is the number of Shares in issue immediately before the
date of such announcement plus the aggregate number of Shares offered for
subscription or comprised in the options or warranis (such adjusimenl Lo
become effective (if appropriate retroactively) from the commencement of the
day following the record date for the offer or grant) provided that the
adjusiment referred to in this sub-paragraph (iv) shall not apply if the offer on
substantially the same terms is extended to the Bondholder(s).

n if and whenever the Issuer shall issue wholly for cash any securities
which by their terms are convertible into or exchanucabie for or carry
rights of subscripiion for new Shares, and the total Effective
Consideratien per Share {as defined below) mitially receivable for such
securitics s less than 90% of the marker price at the date of the

-4
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announcement of the terms of issue of such seourities, the Conversien
Price shzll bz adjusted by multiplying the Conversion Price in force
immediately piior to the issue by a fraction of which the numerator is
the number of Shares in issue immediately before the date of Lhe issue
plus the number of Shares which the tomal Effective Consideration
receivable for the sceurities issued would purchase at such market price
and the denominator is the number of Shares in issuc immediately
before the dute of the issue plus the number of Shares to be issued upon
conversion or exchange of, or Lhe exercise of the subscription righls
conferred by, such securities at the initial conversion or exchenge rate or
subscription price. Such adjustment shall become elfective (O
appropriate retrospectively) from the close of business in Flong Kong
on the Business Day next preceding whichever is the carlicr of the date
on which e issue is announced and the date on which the Issuer
determines the conversion or excliange rate or subscription price.

(2) If and whenever the rights of conversion or exchange or subscription
attached to any such securities 2s arc mentiened in section {1} of this
sub-paragraph (v) are inodified so that the total Effective Consideration
per Share initially receivable for such sceuritics shall be less than 90%
of the market price at the date of announcement of the proposal 10
modily such rights of convursion or exchange or subscriplion, the
Conversion Price shall be adjusted by multiplying the Conversion Price
in force immediately prior to such modification by a fraction of which
the numerator is the nrumber of Shares in issue immediately before the
datc of such modification plus the number of Shares which the rotal
Effcctive Consideration receivable for the securities issued at the
modified conversion or exchange price would purchase at such market
price and of whicl the denominator is the number of Shares iy issue
immediately before such date of modification plus the number of Shares
to be issued upon corversion or exchange of or the exercise of the
subscription riglts conferred by such securities at the modified
conversion or exchange rate or subscription price.  Such adjustment
shall become effective as at the date upen which such madification shall
take cffect. A right of conversion or exchange or subscription shall not
be treated as modificd for the foregoing puiposes where it is adjusted to
take account of rights or capilalisation issucs and olher events normally
giving risc 10 adjustment of conversion or exchange terms.

For the purposes of this sub-paragraph (v), the “total Effective Consideration™
receivable for the securitics issucd shall be deomed to be the consideration
receivable by the Issuer for any such securiries plus the additional minimum
consideration (if any) to 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
securities shall be such aggregate consideration divided by the number of
Shares 1o be issucd upon {(and assuming) such conversion or exchange at the
initial conversion or exchange rate or the excreise of such subscription rights at

286626888 98%

PO17

P.17



=RCY

(b)

21-APR-2815

21 04 2006 19:32/87.95:27

the initial suhscription price, in each case without any deduction for any
commissions, discounts or expenses paid, sllowed or incurred in copnection
with the issue.

{vi)  If and whenever the lssucr shall issue wholly for cash any Shares at a price per
Shure which is less than 90 % of the rmarket price (as defined in Condition 7(b)}
at the date of the announcement of the terms of such issue, the Conversion Frice
shall be adjusted by multipiying the Conversion Pricc in force immediatcly
before the date of such announcement by a fraction of which the numerator is
the number of Shares in issue immedialely before the date of such
announcement plus the number of Shares which the aggregate amount payable
for the issue would purchase 8l such market price and the denominatar is the
number of Shares in issue immediately before the dalc of such armouncement
plus the number of Sharces so issued.  Such adjustment shall become effective
on the date of the issue.

For the purposes of this Condition 7:

“announcement” shall include the release of an announcement e the press or the
delivery or transmission by telephone, facsimile transmissicn, telex or otherwise of an
announcement to 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 ITong Kong be jointly
selected by the Issuer and the Bondholder(s);

“Capital Distribution” shall (without prejudice to the gencrality of that plrase) include
distributions in cash or spccic.  Any dividend charged or provided for in the accounts
for any financial period shali (whenever paid and however described) be deemed 1o be a
Capital Distribution provided that any such dividend shall automatically be deemed not
a Capital Distribution iF it is paid our of the aggregate of the net prefits (less lTosses)
atiribulable to the holders of Shares for all financial periods after 31™ December, 2004
as shown in the audited consolidated profit and loss account of the Issuer and its
subsidiaries for 2ach financial period ended 3 1* December, 2004,

“issne"” shall include allot:

“market price”™ means the average of the closing prices of one Share on the GEM
Board of the Stock Exchange as quoted in the official sheet of the GEM Bourd of the
Stock Exchange (or the equivalent) for cach of the last five Stock Exchange dealing
days on which deulings in the Shares on the Stock Exchange ook place ending oa the
last such dealing day preceding the day on or as of which the market price is 10 be
ascertained;

“Shares™ includes, for the purposes of Shares comprised in any issue, distribution cr

grant pursuant to sub-paragraphs (ii5), (iv) (v) or (vi) of Condition 7(z), any such
ordinary shares of the Issuer as, when fully paid, will be Shares;

- 16 -
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“reserves” includes un-apprepriated profits;

“rights” includes rights in whatsoever form issued.

The provisions of sub-paragraphs (if), (iii), (iv), (v) and (vi) of Condition 7{a) shall not
apply to:-

@

(in

(i)

(iv)

(v)

an issue of fully-paid Shares upon the exercise ol any conversion rights artached
10 securities convertible into Shares or upon exercise of any rights (Including
any conversion of the Bond) 10 acquire Shares provided that an adjustment has
been made under this Condition 7 in respect of the issue of such securitics or
granting al such rights {as the case may be);

an issuc of Shares or other sceurilics of the 1ssuct or any subsidiary of the Issuer
wholly or partly convertible into, or rights 10 acquire, Shares 16 officers or
cmploycees of the Issuer or any of its subsidiarics pursuant 10 any employee or
executive share scheme;

an issuc by the Issuer of Shares or by the lssuer or any subsidiary of the ssver
of securities wholly or partly convertible into or rights to acquire Shares in any
such case in consideration or part cousiceration for the acquisition of any olher
securities, assets or business provided that an adjustment has been made {if
appropriate) under this Condition 7 in respect of the issue of such securitics or
eranting ol such rights (as the case may be):

an issue of fully-paid Shares by way of capitulisation of all or part of any
subscription right reserve, or any similar reserve which has been or may be
established pursuant 1o the terms of any securities wholly or partly convenible
into or rights to acquire Shares; or

an issue of Shares pursuant to a scrip dividend scheme where an amount not
less than the nominal amount or the Sharcs so issued is capitalised and the
market value of such Shares is not more than 110% of the amount of dividend
which holders of the Shares could elect to or would otherwise receive in cash,
for which purpase the “market value™ ol & Sharc shall mean the average of the
closing prices as quoted in the official sheet of the GEM Board of the Stock
Exchange (or the equivalent) for such Stock Exchange dealing diys 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 connection with determining the basis
of allotment in respect of the relevant serip dividend and which [all within the
period of one month ending on the last day on which holders of Shares may
elect to recetve or (as the case may be) not to receive the relevant dividend in
cash.

Any adjustment to the Conversion Price shall be made to the nearest hundredth of onc
cent so thar any amount under half of the hundredth of a cent shall be rounded down and
any amount of kal{ of the hundredth of 4 cent or mere shall be rounded up and in no
avent shall any adjustment (otherwise than upon the consolidation of Shares into Shares

15:45
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of a larger nominal amount) involve an increase in the Conversion Price.  In addition
10 any delermination which may be made by the directors of the Issuer every adjustment
to the Conversion Price shall be certified either (ut the cption of the Issuer) by the
audirors of the Issucr for the time being or by an approved accouniant.

Notwithstanding anything commined herein, no adjustment shall be made to the
Conversion Price in any case in which the amount by which the same would be reduced
in accordance with the foregoing provisions of this Condition would be less than the
hundredth of one cent and any adjustment that would otherwise be required then 10 be
made shall not be carried forward.

1f the Issuer or any subsidiary of the Issuer shall in any way modify the rights armached
to-any share or loan capital so as wholly or partly to convert or make convertible such
share or loan capiral into, or uttach thereto any rights to scquire, Shares, the Lssuer shail
appoint an approved accountant to consider whether any adjustment lo the Conversion
Price is appropriate (and if such approved accountant shall certify that any such
adjustment is appropriate the Conversion Price shall be adjusted accordingly and the
provisions of Conditions 7(d), 7(c) and 7(h) shall apply).

Whenever the Conversion Price is adjusted as herein provided the Issucr shall give
notice 1o the Bondholder(s) that the Conversion Price has been adjusted (setting forth
the event giving rise o the adjustment, the Canversion Price in effect prior to such
adjustment, the adjusted Conversion Price and the effective date thereof) and shall at all
times thereafter so long as the Bond remains outstanding make available for inspeetion
at its principal place of business in Hong Kong a signed copy of the said certificate of
the approved accountant and a centificate signed by the director of the Issuer setting
forth brief particulars of the event giving rise to the adjustment, the Conversion Price in
effect prior to such adiustment, the adjusted Conversion Price and the cffective date
thereol and shall, on request, send a copy thereof to the Bondholder(s).

If application ol any of the provisions of this Condition 7 would but for this paragraph (i)
result in the Conversion Price being reduced so that on conversion Shares shall fall to be
issued 2t a discount to their nominal value, then the Conversion Price shall be adjusted
10 an amount cqual to the nominal value of one Share.

The costs of the appreved accountant in the performance of any of the functions
envisaged under this Condition 7 shall be borne by the Issucr solcly.

Protection of the Bondholder(s)

So fong as the Bond are cuwstanding, and subject to any approvals otherwise given in
writing by the Bondholder(s):

the Tssuer shall keep available f{or issue, free from pre-cmptive rights, out of its
authorised bul un-issued capital sufficient Ordinury Shares 1o satisfy in full the
Conversion Rights ar the Coaversion Price from time to time and all other rights for the
time being outstanding of subscription for and conversion into Conversion Shares;
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the Issuer shall not in any way modify the rights attached to the Ordinary Sbares as a
class or attach any special restrictions thereto;

if an offer is made 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) to acquire ali or any proportion of the Ordinary shares, the
[ssuer shall forthwith give notice of such offer to the Bondholder(s) and use all its
reasonable endeavours o procure that a similar offer is extended In respect of the Bond
or in respect of any Ordinary Shares issued on conversion of the Boand during the period
of the offer.

the Issuer shall use its best endcavours other than in circumstances where an offer made
1o holders of Ordinary Shares 1o acquire alt or any proportion of the Ordinary Shares
becomes unconditions! (i) 10 maintain  a listing for all the issued Ordinary Shares on
the GEM DBoard of the Stock Exchange or on such other stock exchange (an “altarnative
stock exchange™) us the Issuer may fram time 1o 1ime determine and (i) to oblain and
maiatain a listing on the GEM Board of the Stock Exchange (or an alternative stock
exchange) for all the Ordinary Shares issucd on the excrcise of the Conversion Rights.

as soon a5 possible and in any event not later than 7 Business Days after the
announcoment of the terms of any fssue referred to in Condition 7 (or il later, as soon as
the relevant adjusument thereunder cun reasonubly be determined) give notice 10 the
Bondholder(s) advising it of the date on which the rclevant adjustment of the
Conversion Price is likely to become effective 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 other competent authority (in Hong Kong or clsewhere)
for approval of the issue of thc Bond or for the listing of and permission to deal in the
Ordinary Shares issued or to be issued on the excreise of the Conversion Rights and to
ensure the continued compliance thereof.

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

issue of Ordinary Shares on Conversion

The Issucr undertakes to issue Ordinary Shares w the Bendholder(s) or as jt may direct
upen exercise of the Conversion Rights by the Bondholder(s). The Ordinary Shares
arising on conversion shall be allotted and issued by the Issuer to the Bondholder(s) or
as it may direct within fourteen Business Days after, und with effect from, the date on
which the Conversion Notice is received by the Issucr and certificates for the Ordinary
Shares 1o which thz Bendholder(s) shall become entitled in consequence of exercising
its Conversion Rights shall be issned in board lols (or in such manner as the Issuer may
in its discretion think fi), together with an endorsement on the Cerlificale for the Bond
by a dircetor of the Issuer for any balance of the principal amount of the Bond not
converted.
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Events of Default

Any Bondholder may give notice in the form annexed to the issuer that the principal
amount of the Bond held by it together with any acerued interest thereon caleulated up
to and including the dare of repayment are immediately duc and payable i any the
following events acours:-

(2) the Issuer fails to pay the principul amount when due or the Issuer fuils to puy
interest on the Bond when due unless non-payment of such inlerzst is dus solely
to administrative or technical error and puyment is made within seven Business
Pays of the due date thereof; or

(b) the Issuer defaults in performance or observance or compliance with any of ifs
other obligations set out herein which default is incapable of remedy or, if
capable of remedy, is not remedicd within 2] Business Days afier notice of such
default shall have been given 1o the Issver by such Bondholder(s); or

{c) an order is made or an effective reselution passed for winding-up of the Issuer,
or

() the Ordinary Shares (as a class) cease 10 be listed on the GEM Bowrd of the
Stock Exchange or a recognised stock exchange for # comtinuous period of 20
wading days due to the default of the Issuer (other than in circumstances where
an ofTer envisaged in Condition 8(d) becomes unconditional )

The Issuer will forthwith on becoming aware of any such event as is mentioned in this
Condition give notice in writing thereof to the Bondholder(s). At any time after the
Bond has become payable the Bondho!der(s) may without further notice institute such
praceedings as it way think it to enforce payment of the monies due.

Voting

The Bondholder(s} will not be entitied 1o roecive notices of, attend or vote at any
mectling of the Tssuer by reason only of it being the Bondholder(s).

Experty

In giving any certificate or making any adjustment hereunder, the auditors of the Issuer
or (s the case may be) the approved accountant shall be deemed 10 be acting as experts
and not as arbitrators and, in the absence of manifest error, their decision shall be
conclusive and binding on the Issuer and the Bondholder(s) and all persons claiming
through or under them respectively.

Replacenient Bond
i the certificate for a Bond is lost or murilated the Bondholder(s) shall forthwith natify

the Tssucr and o replacement certificate for the Bond shall be issued iT the Bondholder(s)
provides the Issuer with: (i} the mutilated certificate for the Bond; (ii) a declaration by

-20 -
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the Bondholder(s) or its officer that the Bond had been lost or mutilated (as the case
may be) or other evidence that the cortificate {or the Bond had been lest or mutilated;
and {iii} an appropriate indemnity in such form and content as the lssuer may reasonably
require. Any certificate for the Bond replaced in accerdance with this Condition shall
lorthwith be cancelled,

Notices

Any notice, demand or other communication required or permitted to be given by or
under these terms and conditions shall be in writing and shall be given by delivering or
sending 1t to the relevant party at ity address or facsimile number set our below {or such
other address or facsimile number in Hong Kong as the party concerncd may have
notified to the other parties pursuant to this Condition):-

To the Issuer:

Address : 15" Floor, Asiz Financial Center, 120 Des Voeux Road
Central, Hong Kong

Facsimile No. : 2866 8050

Attention : Mr. Li Ching Ping Vingent

To the Bondholder:

Address : 1" Floor, 30-32 Des Voeux Road Central, Hong Kong.
Facsimile No. : 2810 6704
Anention : Mr, Chow Lork Sang

Any notice, demand or other communication so addressed to the relevant party shall be
deemed 10 have been delivered:-

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

(i) if piven or made by lctler in a prepaid envelope by post 48 hours aller posling,
or upon acknowledgement of receipt by the addressee, if socner,

(iif) it given or made by facsimile, when despatched.
Amendnient

The terms and conditions ol this Agreement may be varied, expanded or amended only
by mgreement in writing between the Tssuer and the Bondholder{s).

Governing law and jurisdiction
The Bond and the terms and conditions of the Bond are governed by and shall be

construed in aceordance with Hong Kong law and the Bondhelder(s) and the Issuer
agree 1o submit 1o the nan-exclusive jurisdiction of the courts o Hang Kong,

21
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EARLY REPAYMENT NOTICE

[To be attached to the Conditions]
The undersigned hereby irrevocably demands thar Prosticks Intemational Holdings Limited (the

“Issuer’™) repays all the outstanding principal amount of the Bond on the repayment date
speeified below together with all interest thereon in accordance with the Conditions.

Date of Bond:

Kepayment Dale:
[date falling 30 dups ufier ihe date of this norice]

Name of Bandholder:

Date:

Nale:

(1) The Bondholder must deliver the Bond to the Issuer for cancellazion on the Maturity
Date before payment is made.

(2) This Form is onty applicable in the event of defaults as provided in Condition 10 of the
Condirtions.
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REDEMPTION NOTICE

{To be atrached 1o the Conditions]

Name of Bondholder:

We, Prosticks International Holdings Limited, hereby notify you pursuant to Condition 6 that
we shall redeem the principal amount of the Bond in the sum of HKS on the
redemption dare specified  below uguinst your delivery of the Bond 1o us for cancellaiion on
that day in accordunce with the Conditions and the terms below.

Dale of Bond:

Amount 1o be redeemed:

Redemption Dates:
[date fulling 30 days after the date of this notice]

Principal amount of Bond outstanding as al the date of this notice:

Forand on behalf of

ProSticks International Holdings Limited
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CONVERSION NOTICE

[To be attached to the Conditions]
The undersigned herchy irrevecably elects 1o convert all/part of the Bond specified below inte
ordinary shares of ITKS cuch, of ProSticks Internarional Holdings Limited (the
“Issuer”) in accordance with the Conditions and the terms below.

Date ol Bond:

Amount to be converied,

Conversion dute:
farlease 14 days affer the receipt of this nonice by the Issuer unless otherwiye Agreed]

Principal Amount of Convertible Bond to be conrverted:

Name in which Ordinary Shares to be issued:

Address of sharcholders:

Signature of Bondholder:

Name of Bondholder:
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NOTICE OF ELECTION

[t be attached to the Conditions]

Tor

Dear Sirs,
We refer to your conversion notice dated
In accordunce with Cendition 5 (e} of the Bond dated {the “Bond") held by you,

we hereby elect 1o redeem the prineipal amount of FIKS and such redamption notice is
attached herewith for your reference.

Yours faithfully,

For and on behalf of
Prosticks [nternational Holdings Limited

axecution yerdicn
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FORM OF TRANSFER

[to be attached to the Conditions)

We, [name of transicror] of [address] (the “rransferor™ in consideration of the Sum of Hong
Kong Dollars {HKS ) paid to us by [name of tansferee] of [address]
(hereipaller called “the Transferee™ do hereby transfer lo the Transtferee [the outstanding
principal amount of HKS ] [(*Transferred Note™)] of the HKS convertible bond
issued by Prosticks [nternational Iloldings Limited to the Transferor dated 10 hold
unto the Transferee, his Execulors, Administrators or Assigns, subject to the several conditions
upon which we hold the same at the time of exceution heveof,  We, the Transferee, do liereby
agree to take the Transferred Note subject to the same conditions.

Witness to aur hands
Witness to (he signature(s) of

Name:

Address:

(Transferar)

Name:

Address:

(Transleree)
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Schedule 3

Completion Requirement

L. Obligations of the Companyv

Al Completion, the Company shall deliver to the Subscriber or its nomince us the

Subseriber may direct :

(a) a cerlified copy of the board resolution of the Company approving and authorizing the
exceution and completion of this Agreement and the issuc of the Bond and the
Certificate,

(b} the Certificate duly issued in favour of the Subseriber (or its nominee); and

{¢) certified copy(iss) of the documents, permission or approvals listed oul in clause 3.1(a)

and (b) of the Agreement

o]

Oblications of the Subscriber

At Completion, the Subscriber shall deliver to the Company
{a) a certified copy of the board resolution of the Subseriber approving and authorizing the
execution and completion of this Agreement; and

(b) a cashier order by a licenced Bank in Hong Keng in the sum ol HK$2,000,000.00 being
the Principal amount of the Bond in favour of the Company.
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