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About DIGITALHONGKONG.COM Ei5&E# 1/ (stock code BRE4RS%: 8007)

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 HK is a subsidiary of Champion Technology Holdings Limited, a communications software development group which is listed on the Main
Board of the Stock Exchange.

BISEE ([ AR ) R ZFNAESBHAERIFIAR AR ([BRPT]) IR - FHIEMN A5 E ARG ER (CSP) * LA
gfé@%g%ﬁéiﬁﬁ%%ﬁ&%ﬁ& BB ERBSEEAL SR R RBHEM A E 55 WHETEZM 2 B8 E U R HmER
2 oo X, El

BHBBREMBAR ([AEE]) RRKLE N2 EMER:

. RETHERETIHEANTE
o EEESRIRENRRITE RS
. EBERARAEL FHERERER BERESERASE

BHEERTEMRERERAR ([BEERR]) MBAR -BEMRVABERFREER NBR AR Eme

Characteristics of the Growth Enterprise Market (“GEM”) of the Stock Exchange
Bt Z PRI &

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 Stock 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.

IR AT AERARRMATRE— A LTTS A S EAIR DA TSR BARFES TEBERARRER -1 £
BIRR E ARl ME B E RS ARG E R BT ERBRMAARR AR ANALE T REARZE A RN BER
f 3 R AR B TR A Al B R AR R AR R S A RS S R AR IR E -

ARERIER EM AR ERHREE  FRIFREENESF IR ERNBRAEREBNESAIRANTHKIBRR - FESEAR
HHEAIEREENESFEAERNBENTS-

BIEREMERNE R FASEBMA/REIERMZM EBERE ETHE LM ARESERRETHRETENRAMEEE
e BERENA LTI R FHHEAIZRE R AERBAIZIR EMERITANRHER -



DIGITALHONGKONG.COM

B &%

Financial Highlights (1 1B & R438)

Corporate Information (¥ &5 R44H)

Chairman’s Statement (EE3R & R45H)

Management Discussion and Analysis (B2 E:#h K 217 R46H)
Directors and Senior Management Profile ( EERSEEEAER4M7E)
Directors’ Report (B &# &)

Auditors’ Report (1 iR &)

Consolidated Income Statement (48 & 185 %)

Consolidated Balance Sheet (FE&EEEER)

Balance Sheet (EE&&R)

Consolidated Statement of Changes in Equity (5R & R RIEX S ER)
Consolidated Cash Flow Statement (4R & B & RE &)

Notes to the Financial Statements (87 % 3% & &)

Financial Summary (¥ E)



DIGITALHONGKONG.COM  ANNUAL REPORT 2004

02 ‘ FINANCIAL HIGHLIGHTS

2004 2003 2002 2001 2000
HKS$’000 HK$'000 HK$'000 HK$'000 HK$'000

Results
(for the year ended 30 June)

- Turnover 9,642 13,393 10,829 3,213
- Net profit/(loss) 142 274 (3,350) (9,262)
- Earnings/(Loss) per share

- basic (in cents) 0.09 0.18 (2.23) (712)
Financial Position (as at 30 June)
- Non-current assets 1,810 104 310 515
- Current assets 14,795 16,450 16,058 19,897
- Current liabilities 521 612 700 1,394
- Shareholders’ funds 16,084 15,942 15,668 19,018
Financial Ratios (as at 30 June)
- Current assets/Current liabilities 28 27 23 14
- Assets/Shareholders’ funds 1.03 1.04 1.04 1.07
- Sales/Assets 0.58 0.81 0.66 0.16
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CORPORATE INFORMATION
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Principal Bankers
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Hong Kong
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Hong Kong
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Certified Public Accountants
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The Harbour Trust Co. Ltd.
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Secretaries Limited
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For the year ended 30 June 2004, the Group’s financial performance is summarised as below:
« achieved a turnover of HK$8,492,000 compared with HK$9,642,000 last year

«  reported an audited consolidated profit for the year of approximately HK$243,000, which represents an improvement
of 71% over last year

The Group's financial position remains healthy and we have no bank borrowings.

During the year under review, the Group’s main focus was continuing pursuit of business in relation to e-commerce solutions.
Service fees derived from the Group’s technical consultation services remained the primary source of income for the Group.

Amidst intense market competition and soft demand for IT services, the Group has taken a more conservative approach in
rolling out its business objectives than was originally planned. This was reflected in the reduced spending on new systems
and networks, as well as in upgrading our infrastructure in order to align with the level of business attained. Management
felt that it would not be in the Group's interest to engage in aggressive marketing in order to increase revenue from
e-commerce activities at the expense of our margins.

In our previous years’ annual reports, | already predicted that organic growth through continuing pursuit of e-commerce
activities would be quite unexciting, considering the substantial resources required to build market share to achieve the
necessary critical mass, while the Internet and high technology industry we are in is fast changing. To expand our revenue
base, Digital HK has been exploring new prospective business opportunities and pursuing partnerships which could offer
synergy to the Group’s development.

During the year, the Group has identified healthcare and related IT services as the direction for growth. Websites on
healthcare, as well as online purchases of health foods, medical prescriptions and consultation are gaining increasing
popularity, especially among the younger Internet population. Encouraged by the strong growth prospects, the Group
intends to participate more actively in the marketing and promotion of information medicine and online healthcare services
in order to achieve enhanced return.
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I would like to extend a warm welcome to Ms Shao Xiang Ming, who joined our Board as Independent Non-executive
Director in March 2004. Shao's 15 years of experience in biomedical research, Chinese medicine, and information science
would prove to be of immense value to the Group in its new pursuit of healthcare and related IT services.

In spite of the gradual economic recovery and increasing optimism on the general operating environment, overall outlook
for the IT industry remains uncertain, and intense price and services competition is expected to continue.

To expand our revenue streams and increase our growth potential, the Group has identified healthcare and related IT
services as the direction and opportunity for future growth. Globally, the huge demand for health services and the heightened
consciousness of hygiene has created an enormous market with abundant opportunities. The sector is also a heavy user of
IT where the Group's expertise can be leveraged. The directors hope to participate more actively in the healthcare arena
and to bring enhanced revenue to the Group through new investments and partnerships.

Paul KAN Man Lok
Chairman
16 September 2004
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For the year ended 30 June 2004, the Group recorded a profit for the third consecutive year of HK$243,000, an improvement
of 71% from HK$142,000 of last year. Audited consolidated turnover for the year was HK$8,492,000, a drop of 12%
compared with HK$9,642,000 of last year. For the quarter ended 30 June 2004, turnover was HK$2,091,000, and net profit
was HK$117,000. It was the fourteenth quarter of reported profit for the Group since it was listed in April 2000.

The Board of Directors does not recommend the payment of any dividend for the year in order to retain cash to finance the
continuing development of the Group’s business as well as prospective investment opportunities.

Operating profit margin increased from 1.5% to 2.9% during the year under review. Such increase was mainly attributable
to the Group's effective cost control measures, which resulted in a further savings of 13% in operating costs from HK$9,536,000
of last year to HK$8,285,000 this year. Among the operating cost items, there was a 66% reduction in acquired technology
expensed in line with the level of business activity attained and a 19% reduction in staff costs, which were recorded at
HK$962,000 and HK$2,151,000 respectively. Meanwhile, general and administrative expenses increased by 13% to
HK$2,667,000, which was attributable to the full-year amortisation of systems and networks acquired in the previous year;
while marketing and promotion expenses rose 48% to HK$2,505,000 as a result of the increased use of third parties and
business partners to promote the Group’s services.

There was no impairment in assets or provision for accounts receivable during the year.

As at 30 June 2004, shareholders’ funds of the Group stood at approximately HK$16,327.000 (2003: HK$16,084,000).
Current assets amounted to approximately HK$15,863,000 (2003: HK$14,795,000) and current liabilities amounted to
approximately HK$678,000 (2003: HK$521,000). As at 30 June 2004, the Group had deposits, bank balances and cash of
HK$4,868,000 (2003: HK$7,327,000). The Group continued to finance its operations with internally generated cashflows.
During the year under review, the Group had no non-current liabilities.

As at 30 June 2004, the Group did not have any bank borrowings. Neither did it have any material contingent liabilities nor
any charges on its assets. With net current assets of HK$15,185,000, the Group was in a financially liquid position at the end
of the financial year under review. As at 30 June 2004, the Group’s gearing ratio, defined as the Group’s total borrowings
to the shareholders’ funds, was nil. It is envisaged that the Company’s financial resources are adequate to provide for
expenditure on ongoing operations and prospective investments.

The Group's foreign currency exposure is limited, as most of its transactions, assets and liabilities are denominated in Hong
Kong dollars and United States dollars.
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MANAGEMENT DISCUSSION AND ANALYSIS

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND DISPOSAL
The Group has no acquisitions or disposals of subsidiaries and affiliated companies during the year under review.
CAPITAL COMMITMENTS

As at 30 June 2004, the Group’s capital commitments authorised but not contracted for was HK$500,000 (2003:
HK$500,000). These commitments were set aside for the acquisition of property, plant and equipment, and systems and
networks.

HUMAN RESOURCES

During the year, the Group employed 8 full-time staff members, all of whom are based in Hong Kong. Staff costs for the year
under review were HK$2,151,000. Remuneration is determined by reference to market terms and the performance,
qualification and experience of the individual employee. Remuneration includes monthly salaries, performance-linked year-end
bonuses, share options, the retirement benefits under the Mandatory Provident Fund Scheme and other benefits.
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Paul KAN Man Lok is Chairman with responsibility for Digital HK's visionary planning and development. He is also
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 IT 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 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 overseeing 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, member of the Hong Kong Information Technology
Industry Council of the Federation of Hong Kong Industries, and member of the Hong Kong Corporate Counsel Association.
She has been appointed by Hong Kong Science and Technology Parks Corporation as Mentor to two incubatees under the
Mentorship Programme.
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Billy HO Yiu Ming joined the board of directors in November 2001. In March 2004, he was appointed as an independent
non-executive director of Kantone Holdings Limited. 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. 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. He is a member of the International Association of Police Chiefs, a member of the Hong
Kong Intellectual Property Society, and a fellow of each of the British Institute of Directors and the British Institute of
Management. He had also been the past President of the American Society for Industrial Security (Hong Kong Branch).

SHAO Xiang Ming was appointed as an Independent Non-executive Director of the Company in March 2004. She has
over 15 years of experience in biomedical research, Chinese Medicine, and healthcare products. She graduated from No. 3
Military Medical University in China in 1985 with a Bachelor's degree in medicine, and in 1988, with a Master’s degree in
Pathology Analysis. In 2000, she served as a director of the World Association of Special Medical Treatment. In 2001, she
was appointed as Deputy Executive Officer of Health and Poverty Relief of The Foundation of Chinese Elementary Hygiene
and Healthcare, responsible for the promotion of health education and the use of preventive medicine in villages and
communities. Since 2001, she has served as chief research officer of Beijing East-West Medical Center, responsible for
research and development of bioenergetic medicine. In the past ten years, Ms Shao's main research interest is information
medicine.

Paul KAN Man Lok is Chief Information Architect, with responsibility for shaping and spearheading the Group’s
e-information revolution, planning and control. He holds a Master’s degree in Business Administration from the Chinese
University of Hong Kong and is the author of the books in The Hong Kong e-Commerce Studies Series published by Digital
HK. He has over 30 years of experience in the computing and telecommunications industries to bear on fully leveraging the
e-commerce technology. Mr Kan is also Chairman and an Executive Director of the Company.

Shirley HA Suk Ling is Chief Corporate Development Officer, with responsibility for overseeing the Group’s corporate
and strategic development as well as new business activities. 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 has over 20
years of experience in business management, corporate development and marketing. Ms Ha is also an Executive Director
of the Company.

John WONG Yuk Lung is Chief Financial Officer, with responsibility for the Group’s financial and accounting policy and
control. He has 30 years of financial and management experience in the information technology field and brings extensive
financial expertise to the Group. 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. Mr Wong
is also an Executive Director of the Company.

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 Technology group since 1995 before joining the Group in July 1999.
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The directors present their annual report and the audited financial statements for the
year ended 30 June 2004.
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 2004 are set out in the consolidated
income statement on page 19.

The directors do not recommend the payment of a dividend.
RESERVES

Movements in the reserves of the Group and of the Company during the year are set out
in note 19 to the financial statements.

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 2004 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

Ms. Shao Xiang Ming (appointed on 29 March 2004)
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DIRECTORS (Continued)

In accordance with provisions of the Company’s Articles of Association, Ms. Shirley Ha
Suk Ling and Ms. Shao Xiang Ming retire and, being eligible, offer themselves for re-
election.

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).

Each of the independent non-executive directors has a service contract with the Company
for a term of one year.

DIRECTORS’ INTEREST IN CONTRACTS AND CONNECTED TRANSACTIONS

During the year ended 30 June 2004, 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
TER

Registration fee, annual fee and technical fee received
from Champion Technology Limited 884
Administration fees paid by the Group to Champion 960
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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 23 to the financial statements.

11
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DIRECTORS’ INTEREST IN CONTRACTS AND CONNECTED TRANSACTIONS
(Continued)

Save as disclosed above, no contracts of significance to which the Company, any of its
holding company, 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.

DIRECTORS’ INTERESTS OR SHORT POSITIONS IN SECURITIES

At 30 June 2004, 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
“SFQO™)) 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 5.46 of the GEM Listing Rules were as follows:

Long position:

Name of director

EEHA

Mr. Paul Kan Man Lok
BTt

Mr. Paul Kan Man Lok
B EEE

Mr. Paul Kan Man Lok
B EEE

Capacity
g%

The person who set up
the discretionary trust
and a discretionary
object of the trust
TyRRAL % E (SRR
AT R#EFEZES
—HBXEHA

The person who set up
the discretionary trust
and a discretionary
object of the trust
TORRAL 2 ST
AT RZEFRZE D
—HBXEHA

The person who set up
the discretionary trust
and a discretionary
object of the trust

PAE V=)
AL RZEFZET
—E&X=mA

Number
of shares

BHEE

Note 1
Al

Note 2
FtzE2

Note 3
Ft3E3

Percentage
of the issued
share capital

BERITREZ
B

79.98%

28.800%

74.9500

Number
of warrants

AREEHE

Note 2
BizE2
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DIRECTORS’ INTERESTS OR SHORT POSITIONS IN SECURITIES (Continued)

Notes:

1. 117300,000 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 2004, Lawnside had interests in approximately 28.80% of
the entire interest of Champion and was accordingly deemed to have an interest in these
shares which were owned by Champion.

2. 340,930,150 shares and 64,437,619 warrants were held by Lawnside. The warrants issued by
Champion will expire on 7 February 2005.

3. 1,322,420,962 shares were held by Champion and 407,779,752 shares were held by Lawnside.

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 2004.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2004, the following persons (other than the directors of the Company
whose interests are disclosed above under directors’ interests or short positions in
securities) that had interests or short positions in the share capital or underlying shares
of the Company as recorded in the register required to be kept by the Company under
Section 336 of the SFO are as follows:

Percentage

of the issued

Capacity Number of shares share capital
=27 R E A BRITREBIL
Beneficial owner 117,300,000 78.20%

EaHAA

Other than as disclosed above, the Company has not been notified of any other interests
representing 5% or more of the Company’s issued share capital.
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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
2004 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 18 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 18 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 for a period of up to 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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DIGITALHONGKONG.COM

SHARE OPTIONS AND DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES (Continued)

On 29 November 2002, Champion adopted a new share option scheme while Kantone
approved to terminate the previously adopted share option scheme and to adopt another
new share option scheme 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 s 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 for a period of up to 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; (ii) 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 2004.

Other than the share option schemes as described above, at no time during the year was
the Company, any of its holding company, 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.
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DIGITALHONGKONG.COM

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group accounted for about 74.2% of
the turnover of the Group and the largest customer of the Group accounted for about
24.4% of the total turnover.

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 2004.

For the year ended 30 June 2004, 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.

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.
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CORPORATE GOVERNANCE AND AUDIT COMMITTEE
The Company has complied with the board practices and procedures as set out in Rules

5.34 to 5.45 of the GEM Listing Rules during the year.

The Company’s audit committee comprised of Mr. Ho Yiu Ming, Mr. Francis Gilbert Knight
and Ms. Shao Xiang Ming, all of whom are independent non-executive directors.

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

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

16 September 2004
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DIGITALHONGKONG.COM

TO THE SHAREHOLDERS OF DIGITALHONGKONG.COM
(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 19 to 41 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 Institute of Certified Public 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 2004 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
Certified Public Accountants
Hong Kong

16 September 2004
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NOTES B35 2004 2003
—EBEOEF —EE=F
HKS’000 HK$'000
FERT FHBT

] Turnover 4 8,492 9,642
H g A Other operating income 5 36 36
AW Operating costs

AR Acquired technology expensed (962) (2.808)

—RRTHRER General and administrative expenses (2,667) (2,362)

MiZHEEEA Marketing and promotion expenses (2,505) (1,697)

B E KA Staff costs (2,151) (2,669)
=Yyl Profit from operations 6 243 142
HIE Taxation 8 - _
NF EmFFEE Net profit for the year 243 142
BlRAERN - EK Earnings per share - basic 9 0.16 cents i 0.09 cents 1l
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NOTES B35 2004 2003
—FFOF b
HKS’000 HK$'000
FExT FiET
FIRBEE Non-current assets
EN e Property, plant and equipment 10 5 23
ES e e Systems and networks 11 1,137 1,787
1,142 1,810
RBEE Current assets
FEWE P FRIE Trade receivables 13 1,823 4,455
e RIENFHIA Deposits and prepayments 14 8,883 1,062
FEW—FHR Z B A R 2 5KIB Amount due from a fellow subsidiary 15 289 1,951
k- RITEHR RIS Deposits, bank balances and cash 16 4,868 7327
15,863 14,795
REBEE Current liabilities
EAthfE N RIA R EET E A Other payables and accrued charges 678 521
MEBNEE R Net current assets 15,185 14,274
BEFHE Net assets 16,327 16,084
B #iE Capital and reserves
&N Share capital 17 15,000 15,000
{15 Reserves 19 1,327 1,084
R E & Shareholders’ funds 16,327 16,084

FOEZFNEMBZABREER
—ETENFNATSNARESTS X

KA THNEERREE:

Paul KAN Man Lok f& 37 4%
DIRECTOR %

Shirley HA Suk Ling Z 8%

DIRECTOR &%

The financial statements on pages 19 to 41 were approved and authorised for issue by
the Board of Directors on 16 September 2004 and are signed on its behalf by:
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NOTES Fff&F 2004 2003
—EENE —ET=F
HKS’000 HK$'000
FExT FH&TT
FERBEE Non-current assets
RHIBRA R ZIE Investments in subsidiaries 12 2,071 2,071
REEE Current assets
TEfSRIA Prepayments 60 63
JFE YR B A B) 2 FUE Amounts due from subsidiaries 10,395 11,109
k- RITEHR RIS Deposits, bank balances and cash 16 3,365 2,694
13,820 13,866
REBASE Current liabilities
E A SRIA R EET B A Other payables and accrued charges 568 451
MENEEFRE Net current assets 13,252 13,415
BETRE Net assets 15,323 15,486
EXRf#EE Capital and reserves
A&7 Share capital 17 15,000 15,000
1 Reserves 19 323 486
RERESR Shareholders’ funds 15,323 15,486

Paul KAN Man Lok f& 32 £

DIRECTOR &%

Shirley HA Suk Ling 8%
DIRECTOR %
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2004 2003

—EBEOF —EE=F

HKS$’000 HK$'000

FHET FAT

F4 At beginning of the year 16,084 15,942
NEEHFFEE Net profit for the year 243 142

FiE At end of the year 16,327 16,084
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2004 2003
—FFOF b
HKS’000 HK$'000
FExT FiET
REXEB2IREmE Cash flows from operating activities
IS FER Net profit for the year 243 142
FEE Adjustments for:
FBWA Interest income (34) (34)
M- BEHEREINTE Depreciation of property, plant and equipment 18 82
R A 2 B Amortisation of systems and networks 650 163
EEESEHAI Operating cash flows before movements
WEmE in working capital 877 353
FEUE 55038 2 Bk A> (350) Decrease (increase) in trade receivables 2,632 (1,194)
e RIBRNFRIE 2 G Increase in deposits and prepayments (7,821) (1,000)
FEU— IR 2B A FIFRIE 2 k4> Decrease in amount due from a fellow subsidiary 1,662 1,328
HAbfE SRR ERT B Increase (decrease) in other payables and
2 G 4) accrued charges 157 @1
B HETEFTRE 2 I 2 R 5 Net cash used in operating activities (2,493) (604)
BREEFEZHERE Cash flows from investing activities
BFE Interest received 34 34
R R ABEEFRIE Payments for systems and networks - (780)
BEYFE WEEEE Purchase of property, plant and equipment - m
L& EEFTS (FT#E) 23R4 %% Net cash from (used in) investing activities 34 (747)
He RIAeERE 2R F8 Net decrease in cash and cash equivalents (2,459) (1,351)
FHzHe MRS ERE Cash and cash equivalents at beginning of the year 7,327 8,678
FR7BEG MRS FRE Cash and cash equivalents at end of the year,
GFRCIRITEBRNIRS represented by deposits, bank balances and cash 4,868 7327
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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 HONG KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted, for the first time, Hong Kong Financial
Reporting Standards (“HKFRS") - the Statement of Standard Accounting Practice
("SSAP") 12 (Revised) “Income taxes” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) (“SSAP 12 (Revised)"). The term of HKFRS is
inclusive of SSAPs and Interpretations approved by the HKICPA.

The Group has adopted SSAP 12 (Revised). The principal effect of the adoption of
SSAP 12 (Revised) is in relation to deferred tax. In previous years, partial provision
was made for deferred tax using the income statement liability method under which
a liability was recognised in respect of timing differences arising, except where those
timing differences were not expected to reverse in the foreseeable future. SSAP 12
(Revised) requires the adoption of a balance sheet liability method, whereby deferred
tax is recognised in respect of all temporary differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases
used in the computation of taxable profit, with limited exceptions. The adoption of
SSAP 12 (Revised) has had no significant effect on the results for the current or
prior accounting periods. Accordingly, no prior period adjustment has been required.
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3. EESBXR 3. SIGNIFICANT ACCOUNTING POLICIES
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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.

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.

Income from licensing is recognised when the relevant licensing agreements are
formally concluded.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

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'/:%
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.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred
tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs
from net profit as reported in the income statement because it excludes items of
income and expense that are taxable or deductible in other years, and it further
excludes income statement items that are never taxable and deductible.
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DIGITALHONGKONG.COM

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deferred tax is the tax expected to be payable or recoverable on differences between
the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, and is accounted
for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date
and reduced to the extent that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset is realised. Deferred tax is charged or credited
in the income statement, except when it relates to items charged or credited directly
to equity, in which case the deferred tax is also dealt with in equity.

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.
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DIGITALHONGKONG.COM

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment (Continued)

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 it is 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.
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4, BEHBRSEER 4. TURNOVER AND SEGMENT INFORMATION

SEBIER MIRELZEE Turnover represents the amounts received and receivable for services rendered in
RFIEF T AR RIBHEHE establishing and providing secured electronic payment processing platform and

FTARTES 2 B U B FE YR IE provision of software licensing services.
2004 2003
—EENEF T =F
HKS’000 HK$'000
FExT FHBT

REZE2ETNR Provision of secured electronic

BF¥a payment processing platform 6,233 9,018
R EHEFRT RS Provision of software licensing services 2,259 624
8,492 9,642

RREEELRSTIEBARS
1 RS AR DT e Ty e
AEEY BEEREERR R
AR RS R A REHEA
RIEAE (fEEE) B LR R
R ER R

5. HMEEWA 5.

W«ﬁfﬂﬁz)\@%ﬁﬂ B A 34,000

/%rc (ZZBZT=5:34,000/87T) °

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.

OTHER OPERATING INCOME

Included in other operating income is interest income of HK$34,000 (2003:
HK$34,000).

6. KEHRA 6. PROFIT FROM OPERATIONS
2004 2003
—EENF ZET=F
HKS$’000 HK$'000
FE R FET
A A B HIRR Profit from operations has been arrived at
after charging:
ZE A & Auditors’ remuneration 272 260
FFA—MERITHRERZ Amortisation of systems and networks
R R ABEE 2 #5E included in general and administrative expenses 650 163
ME WEHEZEHEIITE Depreciation of property, plant and equipment 18 82
MERFAEKRA BIFEET Research and development costs, including staff costs
FX7Z776,000% 7T of HK$776,000 (2003: HK$1,003,000)
(ZZZT=%:1,003,000757T) 1,979 4,070
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DIGITALHONGKONG.COM

7. DIRECTORS’ EMOLUMENTS AND EMPLOYEES’ EMOLUMENTS

2004 2003
—EENEF —EE=F
HKS$’000 HK$'000
FERT FET
EEME Directors’ Emoluments
B EMITES Independent non-executive directors
ik Fees 11 70
HEME Other emoluments 64 =
WITESR Executive directors
ﬂ?ﬁ’f&ﬁﬁﬂ%*‘] Salaries and other benefits 960 1216
RINEAET IR Retirement benefits scheme contributions 24 24
=T e k] Total directors’ emoluments 1,059 1,310
CHRPTESREBE-_STNF The three executive directors received individual emoluments for the year ended 30
NAZTHIEFEEBEKEZ June 2004 of HK$120,000 (2003: HK$131,000), HK$738,000 (2003: HK$882,000)
45 BlA&120,0008 7T (ZEBEE= and HK$126,000 (2003: HK$227,000). The three (2003: two) independent non-
£ :131,000/87T) 738,000% 7T (= executive directors received directors’ fees for the year ended 30 June 2004 of
LT =4:882,0007&7T) 5 126,000 HK$5,000 (2003: HK$50,000), HK$5,000 (2003: HK$20,000) and HK$1,000 (2003:
BT (ZEET=4:227,00087T) ° HK$nil) respectively. For the year ended 30 June 2004, the three independent
—H(ZEE=F WB) BULIEH non-executive directors received other emoluments of HK$45,000, HK$15,000 and
TEERBZE-_ZETNF A= HK$4,000 respectively. The two independent non-executive directors did not receive

+ B L FE 5 R B 4ER5,000% 7T other emoluments in prior year.

(=T =4:50,00087T) *5,000
BT (ZEZ =:20,00087T) &
1,008 (2T =F 8) &=
WE - ZBBIIFRTESHNEE
—EENMEXA=ZTHILFESY
BB U ER 45,0007 7T+ 15,000/8 7T K
4,000 7T 2 S - EFE-
MG B IENTTE S I EUERT
Al E LB & o
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7. EEMeREEME (B 7. DIRECTORS’ EMOLUMENTS AND EMPLOYEES’ EMOLUMENTS
(Continued)
EEME Employees’ Emoluments
RRAEFERN AdxasALTE During both years, the five highest paid individuals include two directors whose
ERMEAES EMESE 25110 emoluments are reflected in the analysis presented above. The total emoluments
EEREBREBAT S EEE paid to the remaining three individuals were as follows:
BT
2004 2003
—EENEF —EE=F
HKS$’000 HK$'000
FHER FET
e REAMRET Salaries and other benefits 675 669
RIRERETBIER Retirement benefits scheme contributions 28 29
703 698

Number of employees

EEAH
2004 2003
—gEmE | —TT=F

EEZMEN T T35 E: Emoluments of the employees were within the
following band:

#£—1,000,000/7C Nil - HK$1,000,000 3 3
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For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

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.

A statement of reconciliation of taxation is as follows:

2004 2003
—EENEF T =F
HKS’000 HK$'000
FET FiET
Syl Profit from operations 243 142
?ﬁ% BFISTHE17.50 Tax at Hong Kong Profits
STE IR Tax rate of 175% 42 25
TERIBRRSH 2 Tax effect of expenses not
BE & deductible for tax purposes 10 28
SR Z B & Tax effect of income not taxable for tax purposes (6) 67)
e R F ARERTIA Tax effect on utilisation of tax losses previously
iR T E not recognised 81 (35)
RERRIBBEZ Tax effect of tax losses
ik not recognised 28 35
HAh, Others 7 14
FEMIA Taxation for the year - -
BREF 9. EARNINGS PER SHARE

SRAFNTIRANFE 2w F5E
243,000 T (ZET=5F:142, ooo
BIT) RERE BT ke
£7150,000,000 (:%%EE:
150,000,000) A% 5tE -

e BT ] AL M
2 EAR - B R 25| SRR
B

The calculation of the earnings per share is based on the net profit for the year of
HK$243,000 (2003: HK$142,000) and on the weighted average of 150,000,000

(2003: 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.
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10. M3 B FE R HE

11.

DIGITALHONGKONG.COM

10. PROPERTY, PLANT AND EQUIPMENT

Computer Furniture
system and and
equipment fixtures Total
BRAGREE ERRES FEEC]
HK$'000 HK$'000 HK$'000
FH&T FH&T FET
rEE THE GROUP
AR COST
RZET=F+H-ABK At 1 July 2003 and 30 June 2004
ZETWFERA=1+H 733 6 739
e DEPRECIATION
R-ZEZE=F+H—H At 1 July 2003 714 2 716
RNEERE Provided for the year 16 2 18
RZZEZTWMEA=+H At 30 June 2004 730 4 734
BRI FHE NET BOOK VALUES
RZZEZTWMEA=+H At 30 June 2004 3 2 5
RZBZ=F,"A=1H At 30 June 2003 19 4 23

REER ARBWEEMFDE

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

% 5= B 5% A date.
R R EE 11. SYSTEMS AND NETWORKS
HK$ 000
FH&TT
rEH THE GROUP
2% COST
RN_EE=F+A—HBR
—EENFSRA=TH At 1 July 2003 and 30 June 2004 1,950
e AMORTISATION
RZZEEZ=F+H—H At 1 July 2003 163
NEFEAE Provided for the year 650
RZEZTWFEASA=1H At 30 June 2004 813
REFRE NET BOOK VALUE
R-EZEWNFENA=1H At 30 June 2004 1,137
R-EBEZE=FA=1H At 30 June 2003 1,787
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DIGITALHONGKONG.COM

RIERBE (B) 11. SYSTEMS AND NETWORKS (Continued)
A RABBERILIFAELE Systems and networks include all direct costs incurred in the setting up and
A8 RN 2 HI R s R AR B sl development of internet based knowledge systems and networks. The Group'’s
BB EERA - RNEEZ Z5 systems and networks are amortised over the estimated economic useful lives of
LBt a R ARG EER Rk the projects from the date of commencement of commercial operations subject to a
HE fEHOE AFH (BRR maximum period of three years.
=) #He
REHER ARV EERRG R The Company did not have any systems and networks at the balance sheet date.
RHB AR ZRE 12. INVESTMENTS IN SUBSIDIARIES
THE COMPANY
PN
2004 2003
—EENEF T =F
HKS$’000 HK$'000
FExT FAT
JE FT S Unlisted shares 2,071 2,071
R A B2 A 2 FRE (A R R The carrying value of investments in subsidiaries reflects the value of the underlying
EHBARKASARARKEZA net assets of the subsidiaries at the time they became members of the Group.
Bz EREEME
é;ﬁgﬁjifﬁﬂﬁ B;%%%EZ%;Z_H Details of the Company's subsidiaries, all of which are held directly by the Company
B KFHEAR _—_SSHF/NA = at 30 June 2004, are as follows:
THBEARAREERSE:
Issued and Attributable
Place of fully paid equity interest
Name of subsidiary incorporation share capital of the Group Principal activity
~ 2BITR rEH
MEARERE S 10 X 3L 3 B BERA PEAR R AN FTEEK
DIGITALHONGKONG. British Virgin Islands US$1 100% Provision of an e-Commerce
COM INC. - limited liability 1257T platform for payment
company process for global business
RBREZHS RERATREETEE
—HREFEAA NFEFTEa
DIGITAL COMMERCE  Hong Kong HK$2 100% Development of e-Commerce
LIMITED B 28T platform and evaluation of
e-Commerce opportunities
MEEFHEYA RS
BT E gk
Digital Hong Kong Hong Kong HK$2 100% Provision of an e-Commerce
Limited BB 278 TT platform for payment
G HBBIR process for retail customers
BRAF] and e-malls based in

Hong Kong
BEE I TEEFRET
BISRUETHETA
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12. RMB AR ZRE (&)
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12.

DIGITALHONGKONG.COM

INVESTMENTS IN SUBSIDIARIES (Continued)

None of the subsidiaries had any debt securities outstanding at the end of the year

- &M E A | AR mRER or at any time during the year.
ZBIEE e
13. EWWE S F1E 13. TRADE RECEIVABLES
WeEE B 7 FEWE BRIERR D The aging analysis of trade debtors at the balance sheet date is as follows:
MTEATR:
THE GROUP
AEE
2004 2003
—BENE —TT=F
HKS$’000 HK$'000
FHT FHRT
0£60H 0 - 60 days 1,823 2,308
61£120H 61 - 120 days - 2,026
120854 £ Over 120 days - 121
1,823 4,455

14

15.

AEBETHESRFEZFHE
EHIAHZE1208

BERANFE

LEEREIIE A807,702,0008 T (—F
T=F ) JENTRES Z
EreHE—IEH—FBYE=FH
EEORR B ETEE AR
ORI IR EE BB IR IETE
RIS EZIEE MR

«‘ﬂo

FEW — R R M B AR 2R
REE
ZHEEERE TR -EER

R B8 Z R TYIR BRI T 51\
Z ARRELUESR -

14.

15.

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

DEPOSITS AND PREPAYMENTS

Included in the balance is an amount of HK$7702,000 (2003: HK$nil) representing
a refundable deposit paid in connection with a potential investment project relating
to internet operations with an independent third party. The deposit was partially
refunded subsequent to the balance sheet date upon the termination of negotiation
in respect of the investment project.

AMOUNT DUE FROM A FELLOW SUBSIDIARY

THE GROUP

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

DIGITALHONGKONG.COM

16. DEPOSITS, BANK BALANCES AND CASH

THE GROUP THE COMPANY
REH KAT
2004 2003 2004 2003
—EENE  —TT=F | ZEEOF | —TT=F
HK$'000 HK$'000 HK$’000 HK$'000
FEx FET FEx FAT
Mt BTFR Interest bearing deposits 109 7179 109 2,678
IRITEBRKRIRE Bank balances and cash 4,759 148 3,256 16
4,368 7327 3,365 2,694
17. R 17. SHARE CAPITAL
2004 & 2003
“EENER-EE=F
HK$'000
FH&TT
JARE Authorised:

800,000,0003% = AR EI1E0.1078 7T 2 A% 17 800,000,000 shares of HK$0.10 each 80,000

BEEITRESE: Issued and fully paid:
150,000,000/ &A% EI{E0.1078 7T Z B 15 150,000,000 shares of HK$0.10 each 15,000

REAMEFE ARBZEE
BRI EE S

There were no changes in the Company’s authorised, issued and fully paid share
capital in both years.
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18. B IRFERT 2 18. SHARE OPTION SCHEME

BRERARARR_ZTZF=/=
++ B PTERA 2 BB AT &I ([ &
Bital)) RNARARAREHE
MERRZAITEEREEBRT
B TEERRTHRERE 2K
B WHREL R F A B/ S (N 3R
EmMRBARARD AR 2B
IRFE R EEE S 26 2 B I BE R
17 X MR AR P NE R
BRTRHRA =F BB T5
mEA B RETEREZL B R
218 -RBBE (AP r] T35
) OO < HE: ()RR A
H(BWAREER) EMZMER
WER PR BT E: R iDE
BEfR i B AR A A X A EBR
e A RERARERETE
ZFHE (ARSERE) RIBE
BB R 2 BARERTS K 2
B &RS#E NMFEBAAFT
RETTZ AR 100 (IEMREBEESR
el BT 2RO R ERE
REARE R () Pt 2 B (R 2 B 31T
BESNIR A7) P P #2 LE 51 2 A AT R )
BN RIRTFER—2REE ZBK
RIS R 2B &SE8E TFE
BRBEGEARY 2B
g N 2 BRtnExm BB 22500 © FR
FEUREM TR R E e BRIE
BETEIK B RA B R T8
B—E4ER-mRANEEEIZA
AR R ERBEEATEE L
EIREAAE-

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 (jii) 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 (ii) 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
Old 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.
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18. IBIRAERT &I (&)
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DIGITALHONGKONG.COM

18. SHARE OPTION SCHEME (Continued)

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 GEM 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 without initial payment at a
subscription price. Options granted are exercisable for a period of up to ten years
from the date of grant, 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) of the option
shares under the New Scheme 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
quotation 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 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.
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19. f#& 19. RESERVES

Special Capital Share Accumulated
reserve reserve premium losses Total
RHIRE EXRE REERE 2t BB ko)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET THET FET

ZFﬁ THE GROUP

—EE-F+H—H At 1 July 2002 - 7,540 8,461 (15,059) 942
Zliig/ﬁnf‘l/ﬂéi Net profit for the year = = - 142 142

777_%\)% +HB  At30June 2003 and 1 July 2003

“ET=Ft+HA—H = 7,540 8461 (14,917) 1,084
Zliig/ﬁnf‘l/ﬂéi Net profit for the year = = - 243 243
RZZEZMFA=+THE  At30June 2004 = 7,540 8,461 (14,674) 1327
ZMﬁJ THE COMPANY
RZZET-_F+H—H At 1 July 2002 1,971 - 8,461 (9,741) 691
AEEEETH Net loss for the year = = = (205) (205)

EA_gv FRAZTH  At30June 2003 and 1 July 2003

“EE=F+H—H 1,971 = 8,461 (9,946) 486
$¢EJ§5§‘E\/¥§E Net loss for the year = = = (163) (163)
RZZZMFA=TH  At30June 2004 1,971 - 8,461 (10,109) 323
BAREEBEREEAEH The capital reserve represents the excess or shortfall of the purchase consideration
RUEE BB DG B AR 2 Bz over the Group's share of the fair value ascribed to the separable net assets of the
BEFEZAFEEZHIERE subsidiaries at the date of acquisition.

Ko

SRR = R RN NN R @ The special reserve represents the difference between the book values of the
DIGITALHONGKONG.COM INC. * underlying net assets of DIGITALHONGKONG.COM INC., DIGITAL COMMERCE
DIGITAL COMMERCE LIMITED X % LIMITED and Digital Hong Kong Limited at the date on which the shares of these
WEBERAGBRNE B ZEA companies were acquired by the Company together with the acquisition of a
Al BEARNEEREFEERTI shareholder’s loan of HK$7,640,000, and the nominal amount of the Company’s
B8 2 IR B 77,640,000/ 70 B2 5L shares issued for the acquisition. The special reserve is available for distribution
LIBT3 1T 2 AR B AR D E under the Companies Law (Revised) of the Cayman Islands.

TEEH%F‘?Z%%E REFSHEK
BRI ABLE R plEE AT H DI
}Eﬁo
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19.
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21.

B RS R B EE
For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

f#E (&)

BE2-_ZEZWFAA=Z1+H &R
AR IR 2 R #323,00078 7T (=
BT =4 486,000/ 7T) o ANA R A]
B R a B AR R B S -
HASARNRZARMBBERKN
DS ENCIFER -+ S N
ERENIRERR SR ANAEAIEE
—REKBR 2 BIEEE H Ak
L PNNC /NCTFEE- F
ANA B A B T E ) R B R IR

7 (B R B A S
REERIELEBLIH

REEH ANEERAARKRE A
Z BTEE1E 5 Bl #915,941,00078 7T
(=BT =%:16,245,00087T) &
3,783,000 L (ZEE =4
3,622,00078 7T)  A] ALK 8 5K 2R e
RFE R R T RETRRIAR 2R 2
BRI EE IR E T B E
E - THIAE B ] ER Bt

19.

20.

DIGITALHONGKONG.COM

RESERVES (Continued)

The Company’s reserves available for distribution amounted to approximately
HK$323,000 (2003: HK$486,000) as at 30 June 2004. 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.

UNRECOGNISED DEFERRED TAXATION

At the balance sheet date, the Group and the Company have unused tax losses of
approximately HK$15,941,000 (2003: HK$16,245,000) and HK$3,783,000 (2003:
HK$3,622,000) respectively available for offset against future profits. No deferred
tax asset has been recognised due to the unpredictability of future profit streams.
These tax losses may be carried forward indefinitely.

BEAEE 21. CAPITAL COMMITMENTS
THE GROUP THE COMPANY
TEHE ¥ NG|
2004 2003 2004 2003
—EEME | —TT= —ETNE | ZTT=F
HKS$’000 HK$'000 HK$’000 HK$'000
FTEx FAT BT FET
BEME BEEZH Capital expenditure in respect of the
[BEGHERES) acquisition of property, plant and
BARAR equipment authorised but not
contracted for 500 500 500 500
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B RS R B EE
For the year ended 30 June 2004 #HZE_—FTZWFNA=THILFE

22, RIRERIETE

AEREZHNBRZMBEER
BEZ2MaHEATES ([RE
&) 5T8l-wTRE R 8 2 RIKER
A BN BiRsa i 2 At 2R A
FIIERELL R 2 1 NR A BER
G

RER RGN TSI (N
B R E(ZTE =
:25,821787T) ) A64,0538 7T (=
BT =4:25493/T) ©

(

23. FEALTHE

FR AEEGEFEALTETT
SRS

22. RETIREMENT BENEFITS SCHEME

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$nil (2003: HK$25,821), amounted to HK$64,053 (2003:
HK$25,493).

23. RELATED PARTY DISCLOSURES

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

2004 2003
—EBENEF —EE=
Notes Bt HK$’000 HK$'000
FHET FA&T
B —ERZRWB A FWRE Registration fee, annual
BB FEREME fee and technical fee
received from a fellow
subsidiary (@ 884 945
Y FREEZITRER Administration fees
paid to Champion (b) 960 960
P 5E: Notes:

@ BRBEATHARRERESRE
AR IS ERIREE -

(b) FHMEEEZITERERRE
AARIERBEER N 2 BRI HEK
B A& £80,00078 7T °

ERE-MRAWMBRARZEBRZHF
eIl

(a) 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 for both years 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 15.
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DIGITALHONGKONG.COM

Year ended 30 June

BEAA=tTHLEE

2004 2003 2002 2001 2000
—EEmE | —TT=F —TT-F —TT-F —ZTTTHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FExT FET FET FAT FAT
S RESULTS
] Turnover 8,492 9,642 13,393 10,829 3,213
Hmeg A Other operating income 36 36 116 930 270
IR AN Operating costs
BARMSZH Acquired technology expensed (962) (2,808) (2,807) (3,778) (4,674)
—BRITHRER General and administrative expenses (2,667) (2.362) (4,780) (4,774) (3,954)
mSHEE R Marketing and promotion expenses (2,505) (1,697) (1,250) (2,203) (250)
BEKA Staff costs (2,151) (2,669) (4,398) (4,354) (3,867)
RNEE (B518) %A (Loss) profit for the year 243 142 274 (3,350) (9,262)
At 30 June
RAB=+H
2004 2003 2002 2001 2000
—EENE | —TT= —TE-F —TEF —TTTF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTExT FET FET FAT FAT
BERERE ASSETS AND LIABILITIES
FERBEE Non-current assets 1,142 1,810 104 310 515
MENEE Current assets 15,863 14,795 16,450 16,058 19,897
mEaRE Current liabilities (678) (521) (612) (700) (1,394)
16,327 16,084 15,942 15,668 19,018
st BEZTETFA=THILFE Note:  The results for the year ended 30 June 2000 have been prepared on a combined basis as

ZEBETRE G EERR HWE
BEESA (RARRR_ZTZT
FOAR AT AR ERME=
[AEEA] —BAmh) &2 R EZR
BE-NWNEFLA—BRE—&E
ez

if the group structure immediately after the group reorganisation, as set out in the paragraph
headed “Corporate reorganisation” in Appendix |1 of the prospectus issued by the Company
dated 5 April 2000, had been in existence since 1 July 1997.
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HBRE 43
T=F —TT-F ZTT—F ZTTH
FHET FHET FET FHET
(BEAA=THLEE)
—EEE 9,642 13,393 10,829 3,213
—m Al (E518) 5 142 274 (3,350) (9,262)
—gREF, (EE)
— ER (8L 0.09 0.18 (2.23) (7.12)
MBEMRR (RAA=18)
—JFnRBEE 1,810 104 310 515
—mEVAE 14,795 16,450 16,058 19,897
—nBaE 521 612 700 1,394
—REES 16,084 15,942 15,668 19,018
¥R (RAA=1A)
—REBEE/ TRBAE 28 27 23 14
—BE/REES 1.03 1.04 1.04 1.07
—BEE S BE 0.58 0.81 0.66 0.16
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SEEE

HE-ZZWNFAAZTAHLETFE AEREEE-FNE2FEF 8:15243,0008 70 BEF 2 142,000 7T
EFR710 0 REFE 2 TS S EERR 58,492,000/ 7T BEF 2.9,642,000/8 7T TiH1200 - REZE — T4
NAZTBHIEFE AREE S BISKE L E582,091,0008 T Moa FFE8117,0008 0 hAEBEE —SEZTFIUA
ETARE +HEFEREB AT

EEERATENRETMABRE HMRBHES SREESERSERRBERERS-

B 755l B8

FELIEEFE A L& 2B FE (operating profit margin) HEFE 2150 FAZERFE 2290 : BRI EANDEBZ
ERAREB AR KA HE S ANEE 2 &L K AREFE 29,536,00078 70H# — 25 T F513%Z=8,285,000/8
TLoE R TAKE R AR B AR B PRES E BN T RE6600E 962,000/ 7T 18 B A AT 4 19%Z2,151,000
BT T — AR MITEE AR EF130E2,667,0008 0 R EF—FEBAZ ZHENBE 2 2 FHEERE B
EBR I EF480%0% 2,505,000/ 70 RERANEEIE INFERE =& R EKBHERAER RS-

FOBEFERN AEBVENEEEEITRERBUREITEE-

BERERTBER

RITBENFENA=TH REBZIRHEE S #416,327,000/8 7T (ZEZE=5:16,084,000/87T) " RBEELN A
15,863,000/8 70 (ZZEE =1 114,795,000/ 7T) B B (ERI4A678,0008 7T (ZEE=F:521,00087T) cR=F
ZNFERNA=ZTH NEBBEEFR RITEHRIIRESE £4,868,0008 70 (ZEE=4F:7,327,000870) - ANEH
BESBEEMSESTEAREF - EOBEFERN AEB T EIEREEGE-

RZZEZNFEARNA=ZTH AEETETMFETEE TETNEAKAGBBEREERB -EARETETER
REBEA FREEE5,1850008 0 PHBEERB R_ETNFAA=ZTH LKAEELAERELKRERE
S AEEZEFRELEERAS AARRAEMNBEREATRIFELERASTIUARBEREKS -

SN 5. 3 | By

HRAEERINZR S BERBEHUBTRETL AT BIINERRER-
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FOBEFERN AEBUEBASLEHERBEQR-

BAEIE

R-BENFXAZTH AEECREENARE S K2 EAFYE 500,000 7T (ZFZF =4 500,000/ 7T) ©
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