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DIGITALHONGKONG.COM (“Digital HK" or “the Company”) was listed on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) in April 2000. Started as a commerce service provider (CSP) that specialised in the provision of
electronic payment outsourcing services for online commerce, Digital HK has strategically positioned itself to integrate both online and
offline assets, as well as to engage in selected technology investments and distribution of branded technology products and solutions.

Digital HK and its subsidiaries (“the Group”) now operate the following complementary lines of business:

+  provision of Internet and e-commerce enabling solutions
+  provision of IT consulting and technical services
+  strategic investments in selected technologies and applications with a view to providing total solutions

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

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

The principal means of information dissemination on GEM is publication on the internet website operated by the Exchange. Listed companies are not generally required to
issue paid announcements in gazetted newspapers. Accordingly, prospective investors should note that they need to have access to the GEM website in order to obtain up-
to-date information on GEM-listed issuers.
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Financial Highlights

2002 2001 2000
HKS$'000 HKS$'000 HKS$'000
Results
(for the year ended 30 June)
— Turnover 13,393 10,829 3,213
- Net profit/(loss) 274 (3,350) (9,262)
— Earnings/(Loss) per share
- basic (in cents) 0.18 (2.23) (7.12)
Financial Position
(as at 30 June)
— Non-current assets 104 310 515
— Current assets 16,450 16,058 19,897
— Current liabilities 612 700 1,394
- Shareholders'funds 15,942 15,668 19,018
Financial Ratios
(as at 30 June)
— Current assets/Current liabilities 27 23 14
— Assets/Shareholders' funds 1.04 1.04 1.07
— Sales/Assets 0.81 0.66 0.16
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Chairman’s Statement

Dear Shareholders,

The operating environment of the technology sector remained extremely challenging in 2002, and there was industry consolidation across the
board. One positive and welcome development has emerged from the shake-up: IT executives have learned to focus on managing their
businesses, rather than managing the high expectations of the investment community.

Given the harsh market conditions, which were exacerbated by global economic uncertainties, directors have critically reviewed the Group's
operations and business direction. At the same time, extreme diligence was exercised in managing the Group's resources, resulting in the
reduction of the number of staff by almost half,and 28% reduction in operating expenses. A number of our activities and operations were
scaled down or postponed, as it was against our policy to engage in cut-throat offers in order to win contracts. There was only one motto that
we all adhere to while we search for a sustainable business model and redefine our business:invest only where there is good growth potential and
where the board of directors of Digital HK is convinced of an attractive return on investment.

During the period under review, the Group continued its efforts in pursuing business in relation to e-commerce solutions, and service fees
derived from the Group's technical consultation services remained the primary source of our income.We also had some preliminary success in
making inroads into the China market, as we were engaged to develop an e-commerce solution targeted at mainland participants. We ended
the year with a comfortable cash level, and we were profitable for the second consecutive year as well as for the tenth consecutive quarter.
Despite a reduced turnover which reflects the continuing soft demand for IT services, Digital HK was cushioned by the overall lower cost of
operations which helped to sustain the Group's profitability, albeit a modest one.

In order to expand our revenue base, Digital HK has been actively exploring new prospective business opportunities and pursuing partnerships
to broaden its product offerings. For example, last year we reviewed a number of investment opportunities in education, multimedia, digital
library, mobile security, and enterprise mobile solutions.We also met with technology companies from Israel, Canada, UK, Germany, Korea,
Hong Kong, and Japan, who approached us to act as their strategic partner and distributor for the Greater China market. Hopefully more
definitive collaborative opportunities can be reported in the coming months.The common ingredients of such prospects include one or more
of the following: domain expertise with proven technology and solutions; an established brand in a niche market; recurring cash flow;and
dedicated management team.

Our senior executives have kept update with global industry trends and maintained close contact with the industry players through active
participation in various IT events and forum held in Hong Kong, China, and overseas. We have also contributed to the nurturing of local IT talent
through participation in the Mentorship Programme of Hong Kong Science and Technology Parks Corporation, and provided support to a
number of similar initiatives.

The information technology industry is highly dynamic and fast changing, and the Group must be flexible and versatile in order to respond to
such changes.Thankfully we have maintained sufficient momentum in light of an unforgiving market.

I remain optimistic of the IT industry. The Net's power as a business tool has grown from strength to strength. Indeed, the recent resurgence of
new listings of Internet-related companies on the Nasdagq is proof that we're only starting to see the real commercial promise of the Internet.
The reality remains that those who meet the challenges will be much stronger than their bubble predecessors.

Digital HK will continue its prudent approach in the search for new opportunities for growth in complementary businesses that can generate
immediate and reliable cash flow.The objective is to either reduce running costs of operation or move up the value chain by bundling services
together to create higher value-added tailored products and solutions for the customers.

China is widely recognised as the world’s most dynamic economy today. Digital HK will actively participate in the growth of this market. The
recent conclusion of Closer Economic Partnership Arrangement (CEPA) between Hong Kong and China has placed Hong Kong based
companies in a particularly favourable position as cross-border trade is enhanced and there will be more IT adoption across the board that will
bode well for the future and profit potential of the industry.

I would like to thank the staff of the Group for their consistent dedication, hard work and loyalty through what has been a difficult year for the
industry.| would also like to thank my board of directors, particularly the independent directors, for displaying similar fortitude and continuing
to provide extremely valuable advice and guidance.

Paul KAN Man Lok
Chairman
23 September 2003



Management Discussion and Analysis

The technology sector remained depressed in the year under
review. Amidst the Internet meltdown that hit the global markets,
Digital HK has proved its agility and nimbleness in adjusting and
adapting to a rapidly changing competitive market.

As mentioned in our last annual report, the exuberance and
ambitions surrounding the Internet have proved to be wrongly
placed. Indeed, more and more people, young and old, as well as
businesses, are using the Internet, yet online advertising,
commerce, or purchases has failed to pick up to the same extent.
At the height of Severe Acute Respiratory Syndrome (SARS) during
the second quarter of 2003, students were kept at home as schools
were suspended,and people also reduced their out-of-home
activities. This led to a brief upshot of online purchases and
increased usage of the Internet.

Given the continuing difficult economic situation in Hong Kong
and a very competitive market during the period under review, the
[T industry has developed and transformed into something quite
different from the industry’s forecast in 2000. In response, the
Group has taken a more conservative approach in rolling out its
business objectives than was originally planned. A number of our
activities and development plans were scaled down or revised, as
described in more details as below:

Development plan and marketing initiatives on the Group’s
Phone-a-Drink™ vending kiosk system have been revised.

Despite the state-of-art design and integration of wireless Internet
technology and micro-payment by cellular phones, as well as
publicity by local media and BBCChinese.com as one of the most
innovative products, initial market test did not meet with large
scale support and the proposed deployment of Phone-a-Drink™
did not materialise. Building a brand has consumed more resources
and taken longer time while market uncertainties persist.The
situation in Hong Kong is also quite different from that in Japan
and Europe, where consumers are big users of vending kiosks and a
wide range of merchandise is available on these mobile kiosks.
Without the economy of scale in Hong Kong, even licensing the
technology has not proved to be viable under current market
conditions.

Yet the basic mobile payment proposition remains strong.There
has been a mismatch between the services that consumers say
they want and the services that they are actually being offered.The
original solution we offered in the initial phase was a bit
complicated (open an account, register as a member, remember a
password, have a credit card for payment and so on).Where there is
a simple mechanism and economic solution, consumers are more
prepared to adopt it. The recent sharp reduction in cost in sending
SMS by and among the mobile operators in Hong Kong pointed
the Phone-a-Drink™ project to a new direction.

Project plan for Video Vision™ has been postponed due to a weak
advertising market and the closure of one of our business partners.

Infrastructure requirements and expenditure for business
development and marketing efforts on the Group’s innovative out-
of-home multimedia advertising display solution, which integrates
the Internet, wireless communication and flat panel display
technology, were postponed as the retail market remained weak,
and advertisers were reluctant to commit to new spending.The
decision of one of our business partners to go out of business also
disrupted our original plan.Work programme for smart card
integration and applications development has also been revised in
light of the circumstances.

During the period, we reduced the number of staff by about fifty
percent and also cut our operating expenses by 28 percent in line
with the level of business activities. As the Group focused its efforts
on providing e-commerce enabling solutions and technical
consultation services to clients keen to upgrade their website with
online transaction capabilities, there was increasing use of third
party collaboration and partnerships to economise on resources.
Service fees derived from the Group’s IT services remained the
primary source of income for the Group.

The Group has been engaged to provide technical services to a
B-to-C (business to consumer) Internet portal specially catered to
healthcare and life science.The portal, ehealthscience.com,
aggregates valuable information on a wide range of health related
topics,and is an initiative that took advantage of the community’s
heightened consciousness of health and awareness of hygiene as a
result of the outbreak of SARS. Online purchases of health items are
enabled on the portal and Digital HK will receive set-up fees from
content providers, provision of ongoing technical services and
maintenance, as well as a fee split out of consumer purchases.The
project is scheduled to commence in the first half of FY2004.

During the period under review, the Group obtained a contract to
develop an e-commerce solution with payment capabilities and
security features for deployment in the China market. The beta
version of the system is expected to be ready for testing towards
end of the year.

The Group also reviewed several investment opportunities in the
period under review. Its primary investment objective is to achieve
medium-term capital appreciation by investing in unlisted
companies mainly in Hong Kong and China. Investments will
normally be made in the form of equity-related securities and debt
instruments in companies that have a proven track record in the
respective fields in which they operate and which the board of
directors of Digital HK believes there to be prospects for long-term
growth.Where possible, Digital HK would seek to identify
investments where there will be synergy between such
investments and the other investee companies on the Group's
prospect list,and where co-operation between such companies
would be of mutual benefit to each other.

Digital HK is still in the early stage of appraising these prospects,

and we expect to come up with a more detailed evaluation plan in
the coming months.

DIGITALHONGKONG.COM ANNUAL REPORT 2003



MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Results for the year

The Group recorded its second full year profit since its
commencement of operation. Net profit for the year ended 30 June
2003 was HK$142,000, as compared with the net profit of
HK$274,000 for the previous year. Audited consolidated turnover
for the year was HK$9,642,000, representing a 28 percent decrease
compared with HK$13,393,000 in the last year. For the quarter
ended 30 June 2003, turnover was HK$2,369,000, and net profit was
HK$38,000. It was the tenth consecutive quarter of reported profit
for the Group.

The above results reflected the continuing soft demand for IT
services amidst a weak economical climate during the period under
review. Nevertheless, the Group was able to maintain its
momentum by pursuing business in relation to e-commerce
solutions despite very tough market conditions. Meanwhile,
management maintained stringent control over the Group's
operating costs, which totalled HK$9,536,000, a 28 percent
reduction from the previous year.The most significant cost cutting
measure was to reduce the number of staff by about fifty percent
beginning the first quarter of the financial year.This has resulted in
a 39 percent reduction in total staff costs to HK$2,669,000. General
and administrative expenses at HK$2,362,000 represented savings
of 51 percent. Meanwhile, marketing and promotion expenses
increased by 36 percent to HK$ 1,697,000, compared with
HK$1,250,000 of the previous year, as a result of the increased use
of third parties and business partners to promote the Group's
services. Overall, the Group had conserved valuable cash resources
by scaling back the original development programme in light of
rapidly changing market conditions.

Liquidity and Financial Resources

As at 30 June 2003, shareholders' funds of the Group stood at
approximately HK$16.1 million. Current assets amounted to
approximately HK$14.8 million, of which approximately HK$7.3
million were represented by deposits, bank balances and cash.The
Group had no non-current liabilities and its current liabilities
amounted to approximately HK$0.5 million made up mainly of
other payables and accrued charges.

The Group did not have any bank borrowings for the year ended 30
June 2003.The Group financed its operations primarily with
internally generated cash flow. As at 30 June 2003, the Group did
not have any material contingent liabilities nor any charges on its
assets.With net current assets of HK$14.3 million, the Group was in
a financially liquid position at the end of the financial year under
review. As at 30 June 2003, the Group's gearing ratio, defined as the
Group's total borrowings to the shareholders'funds, was nil.

The Group made no acquisitions or disposals of subsidiaries and
affiliated companies during the year. As at 30 June 2003, the Group
had no capital expenditure (2002: capital expenditure of HK$0.8
million) contracted for but not provided in the financial statements
and capital expenditure of HK$0.5 million (2002: HKS1 million)
authorised but not contracted for.These commitments are set
aside for the acquisition of property, plant and equipment and
systems and networks.

The Group's foreign currency exposure is limited and foreign
exchange rate fluctuation had no material impact on the Group's
results.

Itis envisaged that the Group’s financial resources are sufficient to
provide for expenditure on operations and the development of
new software solutions and value-added services based on the
current plan.The Directors do not see the need to make any
material borrowings or to raise additional capital in the near term.
Management will carefully review the market conditions and
available opportunities.

Human Resources

As at 30 June 2003, the Group employed 8 full-time staff members
(2002:15), all of whom are based in Hong Kong. Staff costs for the
year under review were HK$2.7 million (2002: HK$4.4 million).
Remuneration includes monthly salaries, performance-linked year-
end bonuses, share options, and the retirement benefits under the
Mandatory Provident Fund Scheme and other benefits.

The Directors will continue to monitor the staffing requirements in
line with the expected level and nature of business activities, and
where appropriate, some members of the team will be redeployed
to take on other jobs.



Directors and Senior Management Profile

Paul KAN Man Lok is the Chairman and Executive Director with
responsibility for Digital HK's visionary planning and development.
He is also the Chairman of both Champion Technology Holdings
Limited and Kantone Holdings Limited, the shares of which are
listed on the Main Board of the Stock Exchange. Mr.Kan holds a
Master's degree in Business Administration from the Chinese
University of Hong Kong, and brings over 30 years of experience in
the computing and telecommunications industries to bear on fully
leveraging the e-commerce technology that is a key success factor
for business today. As author of the books in The Hong Kong e-
Commerce Studies Series published by Digital HK, he has forged a
strong link between his T legacy and the promise of an online-
assisted life. Prior to setting up the Champion Technology group in
1987, he was the general manager of Asiadata Limited, a
computing services subsidiary of Cable & Wireless PLC.

In civic duties, Mr. Kan has served twice on the Stock Exchange
Working Group on Corporate Governance during 1994-1995 and
1999-2000, and was a member of the Listing Committee of the
GEM Board for the period 1999-2003. He is currently Chairman for
the second successive term of the Hong Kong Information
Technology Industry Council; council committee member of the
Federation of Hong Kong Industries;and member of Hong Kong
Legislative Council Election Committee for the IT sector. Other
memberships include the Hong Kong Trade Development Council
Electronics and Electrical Appliances Advisory Committee; the
Chinese People’s Political Consultative Conference of Anhui
Province in the PRC; and the Election Committee for the Hong
Kong representatives of National People’s Congress of China.

Mr.Kan also sits on the board of CLP Holdings Limited as an
independent non-executive director.

John WONG Yuk Lung is the Executive Director and Chief
Financial Officer. He has extensive financial and management
experience in the information technology field, having previously
served in various senior positions including Chief Financial Officer
of the Champion Technology group between June 1992 and
August 1994, and having served in similar capacities for 16 years
with the Cable and Wireless Group. He stayed on as advisor to the
Champion Technology group after his departure, and rejoined the
Group in early 2000. He is a fellow member of the Hong Kong
Society of Accountants and the Australian Society of Certified
Practising Accountants, and an associate member of the Australian
Institute of Banking and Finance.

Shirley HA Suk Ling is responsible for spearheading the Group's
business activities including corporate finance and strategic
development. She also focuses on building strategic partnerships
and alliances for the Group, liaising with government departments,
solutions and business partners, different sectors of the business
and academic communities in driving the e-revolution.

Prior to joining the Group, she was the Executive Vice President of
Corporate Development for Champion Technology which she
joined in March 1992, and oversaw the listing and corporate
development of three listed companies within Champion
Technology group. She holds a Bachelor's degree in Arts from the
University of Hong Kong and a Master's degree in Business
Administration from the Chinese University of Hong Kong. She is a
member of the Advisory Committee of the Division of Computer
Studies at the City University of Hong Kong, and Convenor of IDC
(International Development and Co-operation) Subcommittee of
Information Technology Industry Council of the Federation of Hong
Kong Industries. She has been appointed by Hong Kong Science
and Technology Parks Corporation as Mentor to its incubatee under
the Mentorship Programme.

Billy HO Yiu Ming joined the board of directors in November
2001.He is the senior partner of an accountant firm and has
extensive management experience in various industries.He is a
chartered certified accountant,and is a fellow member of Hong
Kong Society of Accountants,a member of Chartered Institute of
Arbitrators,and a fellow member of the Hong Kong Association of
the Advancement of Science and Technology. He holds a Master’s
degree in Business Administration. He is also an independent
non-executive director of Jade Dynasty Food Culture Group
Limited, whose shares are listed on the Main Board of the Stock
Exchange.

Francis Gilbert KNIGHT has been an independent non-executive
director since March 2000. Mr.Knight is the Chairman and
Managing Director of Asian Security and Investigation Services
Limited which is a private company. A fellow of each of the British
Institute of Directors and the British Institute of Management, the
American Society for Industrial Security and the International
Association of Police Chiefs, Mr.Knight has over 20 years'
experience in the field of copyright protection, security and
commercial investigations, and acts as security adviser to a number
of major organisations.

Robert SIA Chun Chung is Vice President, e-Commerce Projects.
He oversees the technical management and systems support of the
Group’s e-Commerce and Internet operations. He holds a Bachelor’s
degree in Engineering from the University of Hong Kong and a
Master of Science degree in Electronic Engineering from the
Polytechnic University of Hong Kong.He had been working in the
Champion Group since 1995 before joining the Group in July 1999.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the annual general meeting of
DIGITALHONGKONG.COM (the “Company”) will be held at 3rd Floor,
Kantone Centre, 1 Ning Foo Street, Chai Wan, Hong Kong, on 26
November 2003 at 9:00 a.m. for the following purposes:

1. To receive and consider the audited financial statements and
the reports of the directors and auditors for the year ended 30
June 2003.

2. To elect directors and to authorise the board of directors to fix
their remuneration.

3. Toappoint auditors and to authorise the board of directors to
fix their remuneration.

4. As special business, to consider and, if thought fit, pass the
following resolution as an ordinary resolution:

“THAT:

(@) subject to paragraph (c), the exercise by the directors of
the Company during the Relevant Period of all the powers
of the Company to allot, issue and deal with additional
shares in the capital of the Company and to make or grant
offers,agreements and options which might require the
exercise of such power be and is hereby generally and
unconditionally approved;

(b) the approval in paragraph (a) shall authorise the directors
of the Company during the Relevant Period to make or
grant offers, agreements and options which might require
the exercise of such power after the end of the Relevant
Period;

(c) the aggregate nominal amount of share capital allotted or
agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) by the
directors of the Company pursuant to the approval in
paragraph (a), otherwise than pursuant to a Rights Issue or
scrip dividend scheme or similar arrangement of the
Company or the exercise of the subscription rights under
the share option scheme of the Company shall not exceed
20 per cent of the aggregate nominal amount of the share
capital of the Company in issue as at the date of this
resolution and the said approval shall be limited
accordingly;and

(d) for the purposes of this resolution:

"Relevant Period” means the period from the passing of this
resolution until whichever is the earlier of:

(i) the conclusion of the next annual general meeting of
the Company;

(ii) the expiration of the period within which the next
annual general meeting of the Company is required by
the articles of association of the Company or any
applicable law to be held;and

(i

=

the revocation or variation of this resolution by an
ordinary resolution of the shareholders of the
Company in general meeting; and

"Rights Issue” means an offer of shares open for a
period fixed by the directors of the Company to
holders of shares on the register of members of the
Company on a fixed record date in proportion to their
then holdings of such shares (subject to such exclusion
or other arrangements as the directors of the Company
may deem necessary or expedient in relation to
fractional entitlements or having regard to any
restrictions or obligations under the laws of, or the
requirements of any recognised regulatory body or any
stock exchange in any territory outside Hong Kong)."

By Order of the Board
Jennifer Cheung Mei Ha
Company Secretary

Hong Kong, 30 September 2003

Principal Office:

Room 1702 One Exchange Square
8 Connaught Place

Hong Kong

Notes:

(1) A member entitled to attend and vote at the meeting convened by the
above notice is entitled to appoint proxies to attend and, in the event
of a poll, vote in his stead. A proxy need not be a member of the
Company.

(2) In order to be valid, the form of proxy must be deposited at the
Company'’s principal office in Hong Kong together with a power of
attorney or other authority, if any, under which it is signed or a
notarially certified copy of that power or authority, not less than 48
hours before the time for holding the meeting or adjourned meeting.
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The directors present their annual report and the audited financial statements for the year
ended 30 June 2003.

PRINCIPAL ACTIVITIES

The Company is an investment holding company.The principal activities of its subsidiaries
are set out in note 12 to the financial statements.

RESULTS

The results of the Group for the year ended 30 June 2003 are set out in the consolidated
income statement on page 16.

The directors do not recommend the payment of a dividend.
FINANCIAL SUMMARY

A summary of the results of the Group for each of the five years ended 30 June 2003 and of
the assets and liabilities as at 30 June 1999, 2000, 2001, 2002 and 2003 is set out on page 33.

RESERVES

Movements in the reserves of the Group and of the Company during the year are set out in
note 18 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group incurred an aggregate of approximately HK$1,000 in the
acquisition of property, plant and equipment. Details of the movements in property, plant
and equipment of the Group during the year are set out in note 10 to the financial
statements.

SUBSIDIARIES

Details of the Company’s subsidiaries at 30 June 2003 are set out in note 12 to the financial
statements.

DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive directors:

Mr.Paul Kan Man Lok, Chairman
Mr. John Wong Yuk Lung

Ms. Shirley Ha Suk Ling

Independent non-executive directors:

Mr. Francis Gilbert Knight
Mr.Ho Yiu Ming

In accordance with provisions of the Company’s Articles of Association, Mr. Francis Gilbert
Knight retires and, being eligible, offers himself for re-election.

DIGITALHONGKONG.COM
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DIRECTORS (Continued)

No director proposed for re-election at the forthcoming annual general meeting has a
service contract which is not determinable by the Group within one year without payment
of compensation (other than statutory compensation).

The independent non-executive directors have been appointed for a period up to their
retirement by rotation as required by the Company's Articles of Association.

DIRECTORS’ INTEREST IN CONTRACTS AND CONNECTED TRANSACTIONS

During the year ended 30 June 2003, the Group had the following transactions with
Champion Technology Holdings Limited (“Champion] the Company’s ultimate holding
company) and Champion Technology Limited (a subsidiary of Champion) which are deemed
to be connected parties pursuant to the Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “GEM Listing Rules”):

HK$’000

TR

Registration fee, annual fee and technical fee received 945
from Champion Technology Limited

Administration fees paid by the Group to Champion 960

ARAEBER -_ZEZEZTF=A _++ERF
T —HESWERE B BERBERA
AEBZUHRFERE -AEER SRR
EEREEELME AR (REBBKRIN) A
FE 2 L oy R AN CE B R 2

X R
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BEXFREEEN AAREEEARR H
EFERAR AENBARKMERRZ2
BTy  BEAFEERBFIERFEANE
MERDRAERCERR AT HEEEK
MR EMER -

The Company and Champion entered into a fee sharing agreement dated 27 March 2000
whereby Champion agrees to employ the payment platform services of the Group.The
Group shares the transaction amount received by using the payment platform at a rate to be
agreed between the Group and Champion and its subsidiaries (other than the Group).

In the opinion of the independent non-executive directors, the above transactions were
carried out in the ordinary and usual course of business under normal commercial terms and
are in accordance with the relevant agreements governing them and on terms that are fair
and reasonable and in the interests of the shareholders of the Company as a whole. Details
of connected transactions are set out in note 22 to the financial statements.

Save as disclosed above, no contracts of significance to which the Company, any of its
holding companies, fellow subsidiaries or subsidiaries was a party and in which a director of
the Company had a material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.
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DIRECTORS’ INTERESTS OR SHORT POSITIONS IN SECURITIES

At 30 June 2003, the interests and short positions of the directors of the Company in the
shares, underlying shares or debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the Securities and Futures Ordinance (the “SFO")) which
were recorded in the register required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Stock Exchange pursuant to Rule 5.40 of the GEM
Listing Rules were as follows:

Number Number
Name of director Capacity of shares of warrants
EEER 513 378 4 RREENE
Securities of the Company Mr. Paul Kan Man Lok The person who sets up Note 1 -
FOFRESH S the discretionary trust and Bt &1
a discretionary object of the trust
TIRIZEREEENALRZER
ZER—BZHEA
Securities of Champion Mr. Paul Kan Man Lok The person who sets up Note 2 Note 2
BEEH S the discretionary trust and B 52 B 52
a discretionary object of the trust
TIRIZEREEENALRZER
ZER—BZHEA
Securities of Kantone Holdings Limited Mr. Paul Kan Man Lok The person who sets up Note 3 -
SERERRLFES S the discretionary trust and B 53
("Kantone’ a subsidiary of Champion) a discretionary object of the trust
(BB BEZMBERF) TIRIZEREEENALRZER
ZER—BZHEA
B 2 - Notes:

1. 117,300,000/ B EHF A * 12,669,171 Al &
Lawnside International Limited ( [Lawnside])
%8 LawnsideMLanchester Limited 2 & #
Aelanchester Limited 3 —M A —HA EIKS
R ABRBEXEXTEREREKEARTEE
REMBARIBEIZ2HEXMEREAZ
REC BRI EHXELTERERKKE RS
EEAZEA-RZZEZT=FA=1+8"
Lawnside B 78 E 2 B £)35.8% 2 ##
REMBRAEEZSHEERE 2 RMHE
Mo BBBIER ETRA ZEROERBES
H e o

2. 237,923,3030%%43,910,60417 RAAEE A
Lawnside 75 « % SRR IEF T B E EE#IT
WEHGHR-_TTME— A+ =HEm RE
BIER EMARA ZERMHMEEAH i
%o

3. 1,265,940,7028% A B+ 5 399,084,420/ &
Lawnside¥ B - RIEAIZE R Ei A ZFR
DR A i

BEXPRBEEN RZBE=FA=+
B REEFIREIHEALHRBEELAAR
HERREE (E& R B 5K BEHRGIFEXY
) 2@5 RO R ESFTEE EAEE

A

1. 117,300,000 shares were held by Champion and 2,669,171 shares were held by Lawnside
International Limited (“‘Lawnside”). Lawnside is wholly owned by Lanchester Limited which is a
company beneficially owned by a discretionary trust, the eligible discretionary objects of which
include Mr. Paul Kan Man Lok and his family members and staff of Champion and its subsidiaries.
Currently, only Mr.Paul Kan Man Lok and his family members are discretionary objects of the trust.
As at 30 June 2003, Lawnside had interests in approximately 35.8% of the entire interest of
Champion and was accordingly deemed to have an interest in these shares which were owned by
Champion.These are classified as other interests under the GEM Listing Rules.

2. 237,923,303 shares and 43,910,604 warrants were held by Lawnside. The warrants issued by
Champion will expire on 12 January 2004.These are classified as other interests under the GEM
Listing Rules.

3. 1,265,940,702 shares were held by Champion and 399,084,420 shares were held by Lawnside.These
are classified as other interests under the GEM Listing Rules.

Save as disclosed above, none of the directors or any of their associates had any interest or
short position in the securities, underlying shares or debentures of the Company or any of its
associated corporations as defined in Part XV of the SFO as at 30 June 2003.

DIGITALHONGKONG.COM
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2003, the register of substantial shareholders maintained by the Company
pursuant to Section 336 of the SFO showed that, other than the interests disclosed above
under directors'interests or short positions in securities, the Company has not been notified
of any other interests representing 5% or more of the Company’s issued share capital.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS OR SIMILAR RIGHTS

Other than the share option scheme as set out in the report, the Company had no
outstanding convertible securities, options, warrants or other similar rights as at 30 June
2003 and there was no exercise of convertible securities, options, warrants or similar rights
during the year.

SHARE OPTIONS AND DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

On 27 March 2000, the Company adopted the share option scheme (the“Old Scheme”).No
share option was granted by the Company under the Old Scheme since its adoption.
Particulars of the Old Scheme are set out in note 17 to the financial statements.

On 29 November 2002, the Company approved the termination of the Old Scheme and
adopted the new share option scheme (the “New Scheme”) which will expire on 28
November 2012 in order to comply with the terms of the new Chapter 23 of the GEM Listing
Rules. No share option was granted by the Company under the New Scheme. Particulars of
the New Scheme are set out in note 17 to the financial statements.

Champion and Kantone each has an executive share option scheme which enables the
directors of Champion and Kantone to grant options to directors and employees, for the
primary purpose of providing incentives to their employees, to subscribe for shares in
Champion and Kantone respectively. Under the previously adopted share option schemes of
Champion and Kantone, the share options granted by Champion and Kantone are
exercisable at any time for a period as it may be determined by its directors. Options granted
are exercisable within ten years from the date of grants, where the acceptance date should
not be later than 21 days after the date of offer. The subscription price of the option shares is
the higher of the nominal value of the shares and an amount which is 80% of the average of
the closing prices of the shares on the five trading days immediately preceding the date of
grant of the options. No share option was granted by Champion and Kantone to directors of
the Company.
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SHARE OPTIONS AND DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
(Continued)

On 29 November 2002, Champion and Kantone approved to terminate the previously
adopted share option schemes and to adopt the new share option schemes in order to
comply with the terms of the new Chapter 17 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”). The purpose of the new share option
schemes is to attract and retain quality personnel and other persons and to provide
incentive to them to contribute to the business and operation of Champion and Kantone.
Under the new share option schemes, the directors may grant options to any directors,
employees, consultants, advisors in respect of business, operation, management,
technology, legal, accounting and financial matters of the Company, its subsidiaries or
affiliates or any discretionary trust whose discretionary objects include the aforesaid persons
or a company beneficially owned by the aforesaid persons as well as customers and
suppliers of Champion and Kantone, to subscribe for shares of Champion and Kantone.The
share options granted by Champion and Kantone are exercisable at any time for a period as
it may be determined by its directors. Options granted are exercisable within ten years from
the date of grants, where the acceptance date should not be later than 21 days after the
date of offer. The subscription price (subject to adjustment as provided therein) is the higher
of (i) the nominal value of the shares; (i) the closing price per share as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, which must be a business day and
(iii) the average closing price per share as stated in the Stock Exchange's daily quotations
sheets for the five business days immediately preceding the date of grant.No share option
under the newly adopted share option schemes was granted by Champion and Kantone to
directors of the Company for the year ended 30 June 2003.

Other than the share option schemes as described above, at no time during the year was
the Company, any of its holding companies, fellow subsidiaries or subsidiaries a party to any
arrangement to enable the directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body corporate and
none of the directors, or their spouses or children under the age of 18,had any right to
subscribe for the securities of the Company, or had exercised any such rights during the
year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group accounted for about 99.8% of the
turnover of the Group and the largest customer of the Group accounted for about 39.7% of
the total turnover.

Save as disclosed above, none of the directors, their respective associates and shareholders
of the Company (which to the knowledge of the directors own more than 5% of the issued

capital of the Company) had any interest in any of the five largest customers of the Group for
the financial year ended 30 June 2003.

For each of the two years ended 30 June 2003, no party has been classified as a supplier of
the Group.
PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

DIGITALHONGKONG.COM
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles of Association
or the laws of the Cayman Islands, which would oblige the Company to offer new shares on
a pro-rata basis to existing shareholders.

COMPETING INTERESTS

None of the directors nor the management shareholders of the Company (as defined in the
GEM Listing Rules) had an interest in a business which competes with the Company or may
compete with the business of the Group.

CORPORATE GOVERNANCE

The Company has complied with the board practices and procedures as set out in Rules 5.28
to 5.39 of the GEM Listing Rules during the year.

The Company’s audit committee comprised of Messrs. Ho Yiu Ming, Francis Gilbert Knight

and John Wong Yuk Lung.

During the year, the audit committee held four meetings.The primary duties of the audit
committee are to review and supervise the financial reporting process and internal control
system of the Group.

AUDITORS

A resolution will be submitted to the annual general meeting of the Company to re-appoint

Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Paul KAN Man Lok
Chairman

23 September 2003
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(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 16 to 32 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company's directors are responsible for the preparation of financial statements which
give a true and fair view.In preparing financial statements which give a true and fair view it
is fundamental that appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those
financial statements and to report our opinion solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for
the contents of this report.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the
Hong Kong Society of Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements. It also includes
an assessment of the significant estimates and judgments made by the directors in the
preparation of the financial statements, and of whether the accounting policies are
appropriate to the circumstances of the Company and the Group, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements. We believe that our audit provides a
reasonable basis for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the
Company and the Group as at 30 June 2003 and of the profit and cash flows of the Group for
the year then ended and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Hong Kong
23 September 2003
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Consolidated Income Statement

For the year ended 30 June 2003 BE —ZTZE=FA=THILFE
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NOTES Bt 5 2003 2002
HK$’000 HK$'000
THT FHT
= Turnover 4 9,642 13,393
H A & U Other operating income 5 36 116
RN Operating costs
B A Bl 2 i Acquired technology expensed (2,808) (2,807)
—BRITHER General and administrative expenses (2,362) (4,780)
MiZHEEE R Marketing and promotion expenses (1,697) (1,250)
B BAA Staff costs (2,669) (4,398)
AR Profit from operations 6 142 274
1A Taxation 8 - -
NEEm AF R Net profit for the year 142 274
BRRAM —ER Earnings per share — basic 9 0.09 cents fll  0.18 cents fil




Consolidated Balance Sheet 4R EEA /R

At 30 June 2003 R=ZZT=F/"A=+H

NOTES Bt 52 2003 2002
HK$’000 HK$'000
THT FHT
JERENEE Non-current assets
LEN G ] Property, plant and equipment 10 23 104
R R A Systems and networks 1 1,787 -
1,810 104
RENEE Current assets
FEWE 5 7RIE Trade receivables 13 4,455 3,261
ke REMNKE Deposits and prepayments 1,062 1,232
W —FER RM B AR 2 KB Amount due from a fellow subsidiary 14 1,951 3,279
FHRITERRR S Deposits, bank balances and cash 15 7,327 8,678
14,795 16,450
nENAR Current liabilities
H At B RRIE K B 5T B A Other payables and accrued charges 521 612
BN A EFE Net current assets 14,274 15,838
BEFRE Net assets 16,084 15,942
BEER kR Capital and reserves
&N Share capital 16 15,000 15,000
& Reserves 18 1,084 942
RERE S Shareholders'funds 16,084 15,942
FI6EFENEMEACHMBREEN_TZ= The financial statements on pages 16 to 32 were approved and authorised for issue by the
FNAZT=HhEEFEHZRATIES Board of Directors on 23 September 2003 and are signed on its behalf by:
REREE:
Paul KAN Man Lok fifj 37 % Shirley HA Suk Ling Hill ¥
DIRECTOR % DIRECTOR £ %

DIGITALHONGKONG.COM



Balance Sheet EE& &R

At 30 June 2003 R=ZZT=F/"A=+H

NOTES B 5 2003 2002
HK$’000 HKS$'000
THT FHBT
MBI E Non-current assets
KB AR ZIEE Investments in subsidiaries 12 2,071 2,071
REEE Current assets
SCANE € Prepayments 63 58
FE U B BB A Rl 2 5RIE Amounts due from subsidiaries 11,109 10,095
FHCRITERRR S Deposits, bank balances and cash 15 2,694 3912
13,866 14,065
b4 h-Ki Current liabilities
H At B RRIE K B 5T B Other payables and accrued charges 451 445
MEVEEFRE Net current assets 13,415 13,620
BEFHE Net assets 15,486 15,691
BEER kR Capital and reserves
f& 2 Share capital 16 15,000 15,000
(k] Reserves 18 486 691
RRE S Shareholders' funds 15,486 15,691

Paul KAN Man Lok fifi 37 4¢

DIRECTOR £ %

Shirley HA Suk Ling B ¥

DIRECTOR %



Consolidated Statement of Changes in Equity &R & IR Rz %

For the year ended 30 June 2003 BBE —ZZE=FA=THILFE

R

2003 2002

HK$’000 HK$'000

THT FHT

F1) At beginning of the year 15,942 15,668
NS s MR HE Net profit for the year 142 274
FiR At end of the year 16,084 15,942

DIGITALHONGKONG.COM



Consolidated Cash Flow Statement &8 IR &R B+

For the year ended 30 June 2003 BE —ZTZE=FA=THILFE

2003 2002
HK$’000 HK$'000
THT FAT
REXBRSZBRERE Cash flows from operating activities
N m M F R Net profit for the year 142 274
Bk Adjustments for:
B A Interest income (34) (116)
M BEEZE2TE Depreciation of property, plant and equipment 82 236
R R < 5 Amortisation of systems and networks 163 -
BEESEHAI KB EREESRE  Operating cash flows before movements in working capital 353 394
FEU R SR8 2 (3E) 7 (Increase) decrease in trade receivables (1,194) 720
e R FRIEZ N Increase in deposits and prepayments (1,000) (1,115)
FEW — R R Hf B 1 B 2 58
B (&) Decrease (increase) in amount due from a fellow subsidiary 1,328 (675)
E At A5 R TE B FE 5T B R A Decrease in other payables and accrued charges (91) (88)
REXEFFE 2R & FHE Net cash used in operating activities (604) (764)
REEHFIS2RENE Cash flows from investing activities
R R AR IE Payments for systems and networks (780) -
BEWX BEHERE Purchase of property, plant and equipment (1) (30)
B FLE Interest received 34 116
REEE (PT#E) IS 2R & F Net cash (used in) from investing activities (747) 86
ReERBeFEIMDFE Net decrease in cash and cash equivalents (1,351) (678)
FNzReRBeEHE Cash and cash equivalents at beginning of the year 8,678 9,356
FRZBGRBESEHE Cash and cash equivalents at end of the year,
T RITERRR S represented by deposits, bank balances and cash 7,327 8,678
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For the year ended 30 June 2003 BBE —ZZE=FA=THILFE

GENERAL

The Company is incorporated in the Cayman Islands as an exempted company with
limited liability under the Companies Law (Revised) of the Cayman Islands and its shares
are listed on the Growth Enterprise Market (the “"GEM”) of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). Its ultimate holding company is Champion
Technology Holdings Limited (“Champion”),a company which was originally
incorporated in the Cayman Islands but subsequently re-domiciled to Bermuda, and its
shares are also listed on the Stock Exchange.

The Company is an investment holding company.The principal activities of its
subsidiaries are set out in note 12.

ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING
PRACTICE

In the current year, the Group has adopted for the first time a number of new or revised
Statements of Standard Accounting Practice (“SSAP"s) issued by the Hong Kong Society
of Accountants.The adoption of these SSAPs has resulted in a change in the format of
presentation of the consolidated cash flow statement and the introduction of the
consolidated statement of changes in equity, but has had no material effect on the
results for the current or prior accounting periods. Accordingly, no prior period
adjustment has been required. Comparative amounts for the prior year have therefore
been restated to achieve a consistent presentation.

Cash flow statements

In the current year, the Group has adopted SSAP 15 (Revised) “Cash flow statements”.
Under SSAP 15 (Revised), cash flows are classified under three headings — operating,
investing and financing, rather than the previous five headings. Interest received, which
was previously presented under a separate heading, is classified as investing cash flows.

Employee benefits

In the current year, the Group has adopted SSAP 34 “Employee benefits; which
introduces measurement rules for employee benefits, including retirement benefit
schemes. Because the Group participates only in defined contribution retirement
schemes, the adoption of SSAP 34 has not had any material impact on the financial
statements.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention and
in accordance with accounting principles generally accepted in Hong Kong.The
principal accounting policies adopted are set out below:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the
Company and its subsidiaries made up to 30 June each year.

The results of the subsidiaries acquired or disposed of during the year are included in
the consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropriate.

All significant intercompany transactions and balances between group companies are
eliminated on consolidation.

DIGITALHONGKONG.COM
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in subsidiaries
Investments in subsidiaries are included in the balance sheet of the Company at carrying

value, less any identified impairment loss. Results of subsidiaries are accounted for by
the Company on the basis of dividends received or receivable during the year.

Revenue recognition
Service income is recognised when the services are rendered.

Interest income is accrued on a time basis by reference to the principal outstanding and
at the interest rate applicable.

Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation and any accumulated
impairment losses.

The gain or loss arising from disposal or retirement of an asset is determined as the
difference between the sale proceeds and the carrying amount of the asset and is
recognised in the income statement.

Depreciation is provided to write off the cost of property, plant and equipment over
their estimated useful lives, using the straight line method, at the following rates per
annum:

Computer system and equipment 20% - 33'/3%
Furniture and fixtures 20%

Systems and networks

Systems and networks are stated at cost less amortisation and any accumulated
impairment losses.

Systems and networks represent all direct costs incurred by the Group in setting up
systems and networks, including the cost of equipment, development cost and
subcontracting expenditure. Such assets are recognised only if all of the following
conditions are met:

— anasset is created that can be identified (such as software and new processes);

- itis probable that the asset created will generate future economic benefits; and

- the development cost of the asset can be measured reliably.

Development costs that cannot fulfil the above conditions are recognised as expenses in
the period in which they are incurred. Systems and networks that fulfil the above
conditions are amortised on a straight line basis over their estimated useful lives of three
years.Where the recoverable amount of systems and networks has declined below their
carrying amount, the carrying amount is reduced to reflect the decline in value.



3. EEERBE (@)

BiIE

BIAXHDRESFEEGENE LB
IR B AR R R BIR 2 I8 B 7
HomnAa TSR B BB B RO RER
HAMBRERIB LG BREERT
A BAmEERZ LRBEEAE 2 HE
B R BER BRE LIFRER A -
HEENATRABRRHRER BEHE
ERRe

A
REHER AKREEENEEEZR

RAHBURE R R - fhF EEZ A E
SEMONEREE BEEZREE
R L AT UG 3 < < R B RS 1R S B B
R B

fied B0 (L B PR ELAR M3 - B S 2 BRI B
IR MEE KB 2Bt RE S8
HECE N REESSBIBRNEE
RNBEFEY EEDREBERTREREZ
AR (B < BB 1R 2 3 1S B B R 2R
WA -

TR BB R A

MEBARZHZFATIARER
BHEBARXBEZEFRIARER FRIE
ZFEENIEET-REAFS BHE
mIRARER A EBRRZEEED
1S LA MR [E] o % 3 R 3 B 7S S P PR A 7 3
EE) 2 B BZIAR S 2 FHIRT
Rt nPRRAS-

s

IASMNE T 2 R HHIEZ 5 BB 2 B4
ERFE-UINETEZEREERE
BEHREEAZCEXZEMME-ELR
BB A M =R P R IR

BB RA

TE R FUR IR B2 (5 B H =2 5 B
ERFAX M-

. ERTRSERH

BRBDIER R REE BT RE
T B R 2 B MR B ROR -

AERZWEZIEEDBOT KR D
BERDI RN ARE 2 255
REARRIEXRERERKEFHR
EREARKNE (BEEE)BLZS
A RETE R I

NOTES TO THE FINANCIAL STATEMENTS (Continued) 8753k & iz (48)

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation

The charge for taxation is based on the results for the year after adjusting for items
which are non-assessable or disallowed. Certain items of income and expense are
recognised for tax purposes in a different accounting period from that in which they are
recognised in the financial statements. The tax effect of the resulting timing differences,
computed using the liability method, is recognised as deferred taxation in the financial
statements to the extent that it is probable that a liability or an asset will crystallise in the
foreseeable future.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to
determine whether there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the revised estimate of its recoverable amount, so that the increased
carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in prior years. A
reversal of an impairment loss is recognised as income immediately.

Research and development costs

Research costs are charged to the income statement in the year in which they are
incurred. Development costs are charged to the income statement in the year in which
they are incurred except where a major project is undertaken and it is reasonably
anticipated that development costs will be recovered through future commercial
activity. Such development costs are deferred and written off over the life of the project
from the date of commencement of commercial operation subject to a maximum of five
years.

Foreign currencies

Transactions in foreign currencies are translated at the approximate rates ruling on the
dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies are re-translated at the rates ruling on the balance sheet date. Gains and
losses arising on exchange are dealt with in the income statement.

Retirement benefit costs

Payments to the defined contribution retirement schemes are charged as expenses as
they fall due.

. TURNOVER AND SEGMENT INFORMATION

Turnover represents the amounts received and receivable for services rendered in
establishing and providing secured electronic payment processing platform.

No business segment analysis and geographical segment analysis are presented for the
years as substantially all the Group's turnover and contribution to results were derived
from the business of development and operation of payment infrastructure which
facilitates web-enabled transactions in the People’s Republic of China including Hong
Kong.

DIGITALHONGKONG.COM
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5. OTHER OPERATING INCOME

Included in other operating income is interest income of HK$34,000 (2002: HK$116,000).

(ZZZ=%:116,00087T) °

. EBERT

6. PROFIT FROM OPERATIONS

+TELFESAERBRZME SR A
131,0008 7L (ZEE=%:126,000%
JT) ~882,000/%8 7T (=TT =4 :933,000
HBIL) &227,0008 L (=TT =6
198,000/7T)  ME (ZTEE_F:=8)
ﬁi;Fﬁﬂf?%%ﬁA%i—? 775E/\)5]
=THIFESREKE50,000/% T
(ZZTZ —4:50,000/7T) 20,0007 7T
(ZBET—:1200087T) RE(ZZTZ
T :29,000/870) X EBH S W E(E
B IFFRTEER LA REEE Rk
B (AT E b B & o

2003 2002
HK$'000 HK$'000
THT FHT
B HE B R Profit from operations has been arrived at after charging:
A Gl e Auditors' remuneration 260 268
R Rk 2 BN Amortisation of systems and networks 163 =
M- BB EEBHEITE Depreciation of property, plant and equipment 82 236
oe KB A ’E?‘EE\IEJZK Research and development costs, including staff costs of
1,003,000/ 7T (ZEFZ = 4F: HK$ 1,003,000 (2002: HKS1,527,000)
1,527,000/ 7T) 4,070 4814
. EFHeREREME 7. DIRECTORS' EMOLUMENTS AND EMPLOYEES’ EMOLUMENTS
2003 2002
HK$'000 HK$'000
THT FHBT
ESHE Directors’ Emoluments
BUIARITES Independent non-executive directors
wne Fees 70 91
WITES Executive directors
e REAET Salaries and other benefits 1,216 1,233
RIRAE AT &I R Retirement benefits scheme contributions 24 24
EXMesE Total directors’emoluments 1,310 1,348
SERNTESERBE_TT=F,A= The three executive directors received individual emoluments for the year ended 30

June 2003 of HK$ 131,000 (2002: HK$126,000), HK$882,000 (2002: HK$933,000) and
HK$227,000 (2002: HK$198,000). The two (2002: three) independent non-executive
directors received directors'fees for the year ended 30 June 2003 of HK$50,000 (2002:
HK$50,000), HK$20,000 (2002: HK$12,000) and HKSnil (2002: HK$29,000) respectively. No
independent non-executive director received other emoluments in both years.
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 8753k & iz (48)

7. DIRECTORS' EMOLUMENTS AND EMPLOYEES' EMOLUMENTS (Continued)
Employees’ Emoluments
During the year, the five highest paid individuals include two directors (2002: one)

whose emoluments are reflected in the analysis presented above. The total emoluments
paid to the remaining three (2002: four) individuals were as follows:

mMAE R EFE 2 ERBUEN B 28
DEEFERAEBR RYEREER
BREL B

RIERBEIERTEE BEF 58 2 7 B s
5E19°

. BRET

EREF TR ANFE 2 & FF56142,000
BT (ZTT —4:274,00087) REA
B 21T hn#E F920150,000,000 (=
T E —4:150,000,000) AT E -

P 50 3 4 5 B ) 2 R A e I
2 EREERTF -

M) AL zBEsEEmT:
2003 2002
HK$'000 HKS$'000
THT FHBT
e REAET Salaries and other benefits 669 1,737
RREFET B R Retirement benefits scheme contributions 29 48
698 1,785
Number of employees
EEAH

2003 2002

EBEZBMENFTHIEHE: Emoluments of the employees were within the following band:
% — 1,000,000 7T Nil — HK$1,000,000 3 4

. R\ 8. TAXATION

No provision for Hong Kong Profits Tax has been made as the estimated assessable profit
for both years was wholly absorbed by tax losses carried forward.

Details of net unrecognised deferred tax asset are set out in note 19.
9. EARNINGS PER SHARE
The calculation of the earnings per share is based on the net profit for the year of

HK$142,000 (2002: HK$274,000) and on the weighted average of 150,000,000 (2002:
150,000,000) shares in issue throughout the year.

No diluted earnings per share has been presented as there were no dilutive potential
ordinary shares in issue.

DIGITALHONGKONG.COM
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10. PROPERTY, PLANT AND EQUIPMENT

Computer Furniture
system and and
equipment fixtures Total
TR R R R FARKE £t ]
HK$'000 HK$'000 HK$'000
FHT FHT FHT
AEHE THE GROUP
A COST
R-ZTEZTE=F+H—H At 1 July 2002 732 6 738
ANE Additions 1 - 1
R-BE=FXHA=+H At 30 June 2003 733 6 739
e DEPRECIATION
R-ZEZTE=F+H—H At 1 July 2002 633 1 634
REEEE Provided for the year 81 1 82
R-BE=FXHA=+H At 30 June 2003 714 2 716
REFEE NET BOOK VALUES
R-BE=FXHA=+H At 30 June 2003 19 4 23
R-ZTETE=FA=1+H At 30 June 2002 99 5 104

REEE R AR BIW BV S E
R

The Company did not have any property, plant and equipment at the balance sheet
date.

R R 11. SYSTEMS AND NETWORKS

HK$'000

FHT

rEE THE GROUP
RAE COST
FABA Acquired during the year 780
HERES Transferred from deposits 1,170
FIR At end of the year 1,950
1 84 AMORTISATION
NEFERBEHERFRER Amount provided for the year and balance at end of the year 163
REEE NET BOOK VALUE
Far At end of the year 1,787

ARG R B BERLRAEAEKE S
R HBRGR RS B2 B EER
KA -REEZ R RERERATE
EERHEZEEB G EETAFS
(REBRR=F) #H-

RAEE R - 282 RIS A R A R 4G -

Systems and networks include all direct costs incurred in the setting up and
development of internet based knowledge systems and networks. The Group's systems
and networks are amortised over the estimated economic useful lives of the projects
from the date of commencement of commercial operations subject to a maximum
period of three years.

The Company did not have any systems and networks at the balance sheet date.
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12. INVESTMENTS IN SUBSIDIARIES

THE COMPANY
F2F
2003 2002
HK$'000 HK$'000
TR FET

Unlisted shares 2,071 2,071

R A B2 R E 2 BRE A RR &
RAKRERRIKE 2 A2 BEAREBE
D

AT RARBZHERRFHMAER
BEAR—_ZEZ=FANA=THBER

The carrying value of investments in subsidiaries reflects the value of the underlying net
assets of the subsidiaries at the time they became members of the Group.

Details of the Company’s subsidiaries, all of which are held directly by the Company at
30 June 2003, are as follows:

AEERE:

Issued and Attributable
Place of fully paid  equity interest
Name of subsidiary incorporation share capital of the Group Principal activity
ERITR FREEN
MEARRE & T EX 3L 3 B BMERS BEES FTERB
DIGITALHONGKONG. COM INC. British Virgin Islands USST 100% Provision of an e-Commerce
— limited liability 1%7T platform for payment
company process for global business
REBRELHES RERDAREEFHE
—EREMERQA NERFFA
DIGITAL COMMERCE LIMITED Hong Kong HKS2 100% Development of e-Commerce
6 23T platform and evaluation of
e-Commerce opportunities
MBEEFHETARTEETFEAEEHK
Digital Hong Kong Limited Hong Kong HKS$2 100% Provision of an e-Commerce
HIBEEEBRBEARAA B 28T platform for payment process
for retail customers and
e-malls based in Hong Kong
REBEBZZEEFPRETRSREM
RN 48 R R NI & None of the subsidiaries had any debt securities outstanding at the end of the year or at
WEARMEEAHREREZERE any time during the year.

%o

DIGITALHONGKONG.COM
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13. TRADE RECEIVABLES

The aging analysis of trade debtors at the balance sheet date is as follows:

THE GROUP
*RME

2003 2002
HK$’000 HK$'000
THT FHET
0Z260H 0 - 60 days 2,308 1,667
61E120H 61— 120 days 2,026 1,594
1208 A £ Over 120 days 121 -
4,455 3,261

AERERTERBSEFZFHERHNA
90HE1208-

14.Bl—FMRARME 2T ZREA
FZHEEERATHE -EERA E
B2 FRIRTEIRER M T N 2 AR UE

e
A °

The Group allows an average credit period ranging from 90 days to 120 days to its trade
customers.

14. AMOUNT DUE FROM A FELLOW SUBSIDIARY

The amount is unsecured and non-interest bearing. In the opinion of the directors, the
amount is repayable under the terms comparable to outsiders.

15. 8 RTHRBERA L 15. DEPOSITS, BANK BALANCES AND CASH
THE GROUP THE COMPANY
FEME . 34|
2003 2002 2003 2002
HK$’000 HKS$'000 HK$’000 HKS$'000
THIT FHT THT FHET
LIRSRERE Interest bearing deposits 7,179 3,898 2,678 3,898
RITHEBEES Bank balances and cash 148 4,780 16 14
7,327 8,678 2,694 3,912
16.18 & 16. SHARE CAPITAL
2003 & 2002
HK$'000
FHET
JETE Authorised:
800,000,000 & AR E{E0.107 7T 2 I& 15 800,000,000 shares of HK$0.10 each 80,000
BT R Issued and fully paid:
150,000,000% & A% EI1E0.107 7T 2 AR 19 150,000,000 shares of HK$0.10 each 15,000

N ERBEEE  RRRZEE BET
R RBEAGEES-

There were no changes in the Company's authorised, issued and fully paid share capital
in both years.
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NOTES TO THE FINANCIAL STATEMENTS (Continued) 8753k & iz (48)

17. SHARE OPTION SCHEME

Pursuant to the Company’s share option scheme (the “Old Scheme”) adopted on 27
March 2000, the Company may grant options to executive directors and employees of
the Company or its subsidiaries, for the primary purpose of providing incentives to its
employees, to subscribe for shares in the Company without initial payment at a
subscription price. Options granted are exercisable at any time during a period as may
be determined by the directors, which shall be not less than three years and not more
than ten years from the date of issue of the relevant options, where the acceptance date
should not be later than 21 days after the date of offer. The subscription price (subject to
adjustments as provided therein) is equal to the higher of (i) the nominal value of the
shares; (i) the closing price per share as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; and (iii) the average closing
price per share as stated in the Stock Exchange's daily quotations sheets for the five
business days immediately preceding the date of grant. The maximum number of shares
in respect of which options may be granted under the Old Scheme shall not exceed 10%
of the share capital of the Company in issue from time to time (except (i) shares issued
pursuant to the Old Scheme and (i) any pro rata entitlements to further shares issued in
respect of those shares mentioned in (i) during the period of the Old Scheme) and the
maximum number of shares in respect of which options may be granted to any one
employee shall not exceed 25% of the maximum number of shares in respect of which
options may be granted under the Old Scheme. Unless otherwise terminated or altered,
the OId Scheme will remain in force for a period of ten years from the date of adoption.
No share option was granted by the Company under the Old Scheme since its adoption.

On 29 November 2002, the Company approved the termination of the Old Scheme and
adoption of the new share option scheme (the “New Scheme”) which will expire on 28
November 2012 in order to comply with the terms of new Chapter 23 of the Rules
Governing the Listing of Securities on the Growth Enterprise Market of the Stock
Exchange.The purpose of the New Scheme is to attract and to retain quality personnel
and other persons and to provide them with incentive to contribute to the business and
operation of the Group. Under the New Scheme, the directors may grant options to any
eligible persons of the Group, including directors, employees, consultants, advisors in
respect of business, operation, management, technology, legal, accounting and financial
matters of the Company, its subsidiaries or affiliates or any discretionary trust whose
discretionary objects include the aforesaid persons or a company beneficially owned by
the aforesaid persons as well as customers and suppliers of the Group, to subscribe for
shares in the Company. Options granted are exercisable within ten years from the date
of grant, where the acceptance date should not be later than 21 days after the date of
offer.

DIGITALHONGKONG.COM
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17. SHARE OPTION SCHEME (Continued)

The subscription price (subject to adjustment as provided therein) of the option shares
under the New Scheme is equal to the higher of (i) the nominal value of the shares; (ii)
the closing price per share as stated in the Stock Exchange’s daily quotation sheet on the
date of grant, which must be a business day and (jii) the average closing price per share
as stated in the Stock Exchange’s daily quotation sheet for the five business days
immediately preceding the date of grant. The maximum number of shares in respect of
which the options may be granted under the New Scheme shall not exceed 10% of the
issued share capital of the Company at the date of approval of the New Scheme.
However, the total maximum number of shares which may be issued upon exercise of all
outstanding share options must not exceed 30% of the issued share capital of the
Company from time to time.The number of shares in respect of which options may be
granted to any individual in any one year is not permitted to exceed 1% of the shares of
the Company in issue from time to time, without prior approval from the Company’s
shareholders. No share option under the New Scheme was granted since its adoption.

. RESERVES
Special Capital Share Accumulated
reserve reserve premium losses Total
15 B G BEGME Bip@R RitiEH e
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
THET THET FHET FHET THET
THE GROUP
At 1 July 2001 - 7,540 8,461 (15,333) 668
Net profit for the year - - - 274 274
ZT-_FRA=+AH At 30 June 2002 and 1 July 2002 = 7,540 8,461 (15,059) 942
ZE_F+A—H
REZHEMFRE Net profit for the year - - - 142 142
R-BE=FXA=1+H At 30 June 2003 - 7,540 8,461 (14,917) 1,084
FAH THE COMPANY
RZZEZT—F+H—H At 1 July 2001 1,971 8,461 (1,934) 8,498
AEFERFE Net loss for the year - - (7,807) (7,807)
At 30 June 2002 and 1 July 2002 1,971 8,461 (9,741) 691
Net loss for the year - - (205) (205)
R-BE=FXA=tH At 30 June 2003 1,971 - 8,461 (9,946) 486
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18. RESERVES (Continued)

The capital reserve represents the excess or shortfall of the purchase consideration over
the Group's share of the fair value ascribed to the separable net assets of the subsidiaries
at the date of acquisition.

The special reserve represents the difference between the book values of the underlying
net assets of DIGITALHONGKONG.COM INC,, DIGITAL COMMERCE LIMITED and Digital
Hong Kong Limited at the date on which the shares of these companies were acquired
by the Company together with the acquisition of a shareholder’s loan of HK$7,640,000,
and the nominal amount of the Company’s shares issued for the acquisition.The special
reserve is available for distribution under the Companies Law (Revised) of the Cayman
Islands.

The Company's reserves available for distribution amounted to approximately
HK$486,000 (2002: HK$691,000) as at 30 June 2003.The share premium of the Company
is available for paying dividends to shareholders subject to the provisions of its
Memorandum and Articles of Association and provided that immediately following the
distribution of dividend the Company is able to pay its debts as they fall due in ordinary
course of business. In accordance with the Company’s Articles of Association, dividends
can be distributed out of the profits, special reserve and share premium of the
Company.

19. X EREERAEERE 19. NET UNRECOGNISED DEFERRED TAX ASSETS
THE GROUP
F5E
2003 2002
HK$’000 HKS$'000
THT FHT
£ At beginning of the year 2,614 2,558
REE (HIRR) & @ (Charge) credit for the year (16) 56
HEFE B0 Attributable to a change in tax rate 245 -
Far At end of the year 2,843 2614

REER REREEHRAEEFEE
2235 AT G 8H R SR B AR B A 2 B IR S
BeBEMSIBZRBZEREERY
BMENMG BB T ERERG
HHEMMBITERTERE 2
Z= o IR BERETE A B TR A s A8 7]
RARREEH A B RIEEHRIAE E
-

REAINEER AR AL EEAE
AARMERIEIETHIH

At the balance sheet date, the net unrecognised deferred tax asset represented
principally the tax effect of timing differences attributable to tax losses available to offset
future assessable profits and the timing differences attributable to the excess of
accounting depreciation charged in the financial statements over depreciation
allowances claimed for tax purposes.The net deferred tax asset has not been recognised
as it is not certain that the tax benefit will be realised in the foreseeable future.

The Company had no significant unrecognised deferred tax for the year or at the
balance sheet date.
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20. B F %Ki 20. CAPITAL COMMITMENTS
THE GROUP THE COMPANY
xRE . 3/
2003 2002 2003 2002
HK$’000 HKS'000 HK$’000 HKS$'000
THIT FHT THT FHT
BEYME BEREHEZ Capital expenditure in respect of the
BEERBEERET acquisition of property, plant and
HERFAR equipment authorised but not
contracted for 500 1,000 500 1,000
BERRRBE Capital expenditure in respect of the
BETAMERTE acquisition of systems and networks
B S SR R B e contracted for but not provided in
=N the financial statements - 780 - -
21 B FEt & 21. RETIREMENT BENEFITS SCHEME

AEBLZHIREEZMABRERRES
measERAES ([RES]) 5T & 8=
EET B2 RIREM KA BVAN R B4% 58
T R8I A P8 E b 3 2 R 4R
iR Ak

RE A - RAAE T ET B L3k (R 2 He 4
H25 821 BT (ZET-F:8\)) A
25,4938 (ZEZTZF:105,364/8
JT) °

22.[REALTHE

FAAEEGEBEALET TR
5

22.

The Group enrolled all eligible employees in Hong Kong into a mandatory provident
fund (the "MPF") scheme.The retirement benefit cost for the MPF scheme charged to the
consolidated income statement represents contributions to the MPF scheme by the
Group at rates specified in the rules of the MPF scheme.

During the year, retirement benefits scheme contributions paid, net of forfeited
contributions of HK$25,821 (2002: HK$nil), amounted to HK$25,493 (2002: HK$105,364).

RELATED PARTY DISCLOSURES

During the year, the Group had the following transactions with related parties:

NOTES Bz 2003 2002
HK$’000 HK$'000
THT FHIT

ERalSIGES )= INCIEe:) d Registration fee, annual fee and technical
BB FERRINE fee received from a fellow subsidiary (@) 945 6,687
X FEEZITRER Administration fees paid to Champion (b) 960 3,000

B aE

(@) RBWADRARRERLL2EAHIL
B MBS ERREE-

(b) THRERADIBEARFRBEERLZE
B KE - A% 580,000 T (ZFF
=% :250,0007T) °

EHE—MRERMNBARZEHRZFHE
BRAMIEE14 ©

Notes:

(@) The service income was charged with reference to comparable market prices as determined by
the directors of the Company.

(b) The administration fees were charged at a monthly fee of HK$80,000 (2002: HK$250,000)
pursuant to a management agreement entered into between the Company and Champion.

Details of the balance with a fellow subsidiary are set out in note 14.



Financial Summary BiHEE

Year ended 30 June
BEXA=tHLEEE

1999 2000 2001 2002 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FHT FHT THT THT THT

E S| RESULTS

EEHE Turnover - 3213 10,829 13,393 9,642

Hith 42 2 A Other operating income - 270 930 116 36

REE AR Operating costs

BARTE Acquired technology expensed - (4,674) (3,778) (2,807) (2,808)
—MRRITEER General and administrative expenses (2,605) (3,954) (4,774) (4,780) (2,362)
mEEERSEER Marketing and promotion expenses - (250) (2,203) (1,250) (1,697)
EEKA Staff costs ) (3,867) (4,354) (4,398) (2,669)
REF (BHE) %7 (Loss) profit for the year (2,609) (9,262) (3,350) 274 142
At 30 June
RRA=+A
1999 2000 2001 2002 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FHT FHT THT THT THT

RERAR ASSETS AND LIABILITIES

FRBHEE Non-current assets 107 515 310 104 1,810

RBEE Current assets 8 19,897 16,058 16,450 14,795

mEE & Current liabilities (2,836) (1,394) (700) 612) (521)

RRE S (B1R) &gk (Deficiency) balance of shareholders' fund (2,721) 19,018 15,668 15,942 16,084

B 2 - Notes:

1. BEZZZZF X A=+THIMEFESSE 1. The results for each of the two years ended 30 June 2000 have been prepared on a combined basis
ZEBDREVELERE MNEHESEEA as if the group structure immediately after the group reorganisation, as set out in the paragraph
(RARARN_ZZTZTFMA AR FIEZBKR headed “Corporate reorganisation”in Appendix Il of the prospectus issued by the Company dated 5
Ei2M=[ARIEH]| —RAmd) & 2 KELE April 2000, had been in existence since 1 July 1997.

BE-AWNEFELtA—BRE—EFE-

2. R=—AANERA=ZTERZZZZEF A 2. The assets and liabilities as at 30 June 1999 and 30 June 2000 have been extracted from the 2000
—tHAZEERABEHBE_TTTFE annual report.

FiRe
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IRRE

—EERF TR —F ZERTF
FET FA&ET FET
E £ ]
(BEXAZTHLERE)
— 13,393 10,829 3,213
—wH, (E18) B 274 (3,350) (9,262)
—BREF, (Ei8)
—ZAR GBI 0.18 (2.23) (7.12)
MBI
(B7<BA=+AH)
—JEMENEE 104 310 515
—REEE 16,450 16,058 19,897
—REEE 612 700 1,394
—REREE 15,942 15,668 19,018
ML
(R7<BA=+H)
—REBEE/RBAE 27 23 14
—EE/BEES 1.04 1.04 1.07
—eE¥m BE 0.81 0.66 0.16
501
160
122
63
43 30 41 30 38
I J f n I
/
F== ZFENE F—F F=F F== ZFOFE F—F F== F==
2001 2001 2002 2002 2002 2002 2003 2003 2003
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