DIGITAL £

HONG KONG %)

DIGITALHONGKONG.COM

2005

Annual Report
www.digitalhongkong.com



About DIGITALHONGKONG.COM (stock code: 8007)

DIGITALHONGKONG.COM (“Digital HK”) 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 now operate the following
complementary lines of business:

e provision of Internet and e-commerce enabling solutions
¢ provision of IT consulting and technical services
e strategic investments in selected technologies and applications

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.

Characteristics of the Growth Enterprise Market (“GEM”) of The
Stock Exchange of Hong Kong Limited (the “Exchange”)

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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DIRECTORS
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COMPANY SECRETARY
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COMPLIANCE OFFICER
Shirley HA Suk Ling
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BUSINESS REVIEW

During the period under review, the Group continued to
maintain momentum in its pursuit of business in relation to
e-commerce solutions. It benefited from a steadily growing
customer base as there was increased awareness of the
Group’s products and services. Service fees derived from
the Group’s online payment solutions and technical
consultation on e-commerce integration remained the
primary source of income for the Group.

Amidst intense market competition and pricing pressure,
the Group had taken a conservative approach in rolling out
its business objectives. Spending on technology
development, as well as infrastructure upgrades, were
strictly in line with the level of business attained, and the
Group’s resources were deployed in such a way as to
produce optimum results. Management strongly believes
that it would be in the Group’s best interest to avoid
aggressive marketing and to preserve margins.

STRATEGIC INVESTMENT

In order to expand its revenue sources other than the
provision of electronic payment services, the Group
identified healthcare and related IT services as opportunity
for future growth. It acquired a 40% interest in Belcher
Technology Limited (“Belcher”), a company involved in
software consulting and the development of software
packages that enable researchers to efficiently examine,
interpret and store data to speed up drug discovery and
advanced scientific knowledge. Belcher’s solutions are
based on proprietary software and customised database
design tools targeted at empowering the process of drug
discovery. Its area of expertise is in bio-pharmaceutical
products, particularly in developing drugs and vaccines for
serious infectious diseases.

Meanwhile, the Group had been in active pursuit of
alliances with universities, research institutes, and
technological partners to seek collaboration on research
and development in bicinformatics. The presence on our
Board of Ms Shao Xiang Ming as Independent Non-
executive Director, with her 15 years of experience in
biomedical research and information science, had proved
to be of value in providing input for related opportunities
and in achieving synergy for the Group.

OUTLOOK

We have continued to achieve important strategic objectives
in the face of escalating competition during the period. The
final results speak for themselves and clearly show that the
Group has adapted itself admirably in the highly
competitive marketplace and the rapid technological
changes in the IT industry.

Globally, the huge demand for health services and the
recognition of the merits of information medicine 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. Websites on healthcare, for
example, as well as online purchases of health foods,
medical prescriptions and consultation are gaining
increasing popularity. The Directors are confident that the
Group’s investment in life sciences and information
medicine will bring promising return.

Looking ahead, | can envisage that the Group will continue
to maintain its agility in making the necessary investments
in complementary businesses that can expand its income
base and generate reliable cashflows.

Paul KAN Man Lok
Chairman

23 September 2005



RESULTS FOR THE YEAR

FINANCIAL REVIEW
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LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2005, the Group’s shareholders’ funds
amounted to approximately HK$17,567,000. Current assets
amounted to approximately HK$17,456,000, of which
approximately HK$9,154,000 were deposits, bank balances
and cash. The Group had no non-current liabilities, and its
current liabilities amounted to approximately HK$689,000
made up mainly of other payables and accruals arising in
the normal course of operations.

The Group did not have any bank borrowings at 30 June
2005. The Group financed its operations primarily with
internally generated cashflows. As at 30 June 2005, the
Group did not have any material contingent liabilities nor
any charges on its assets. With net current assets of
HK$16,767,000, the Group was in a financially liquid
position at the end of the period under review. The Group’s
gearing ratio, defined as the Group’s total borrowings
divided by shareholders’ funds, was nil.

It is envisaged that the Company’s financial resources are
sufficient to provide for expenditure on operations and the
development of new software solutions based on current
plan. If required, the Directors would consider the use of
either debt or equity financing, or both, for business
expansion, especially when the appropriate business
opportunities become available and market conditions are
favourable.

SIGNIFICANT INVESTMENTS,
ACQUISITIONS AND DISPOSAL

Save for the acquisition of 40% interest in Belcher
Technology Limited, details of which are set out in the
section headed “Strategic Investment” under “Chairman’s
Statement”, the Group made no significant acquisitions or
disposals of subsidiaries and affiliated companies during
the reporting period.
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CAPITAL COMMITMENTS

As at 30 June 2005, the Group’s capital commitments
authorised but not contracted for was HK$500,000 (2004
HK$500,000). These commitments were set aside for the
acquisition of property, plant and equipment, and systems
and networks.

EXPOSURE TO EXCHANGE RATE
FLUCTUATIONS

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.

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$2,190,000 (2004:
HK$2,151,000). Remuneration is determined with
reference to market terms and the performance,
qualifications, 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.

In determining the remuneration of all the directors,
including benefits in kind, pension rights and compensation
payments, the remuneration committee will consider factors
such as salaries paid by comparable companies, time
commitment and responsibilities of the directors,
employment condition and desirability of
performance-based remuneration.



EXECUTIVE DIRECTORS
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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 Institute of Certified
Public 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 for three
consecutive years as Mentor to the incubatees under the
Mentorship Programme.

Ms Ha also sits on the board of Champion Technology
Holdings Limited and Kantone Holdings Limited as non-
executive director.

NON-EXECUTIVE DIRECTORS

Leo KAN Kin Leung was appointed as a non-executive
director of the Company in January 2005. He is the Chief
Executive Officer and an executive director of Champion
Technology Holdings Limited, as well as a non-executive
director of Kantone Holdings Limited. He is the brother of
Mr Paul Kan Man Lok, Chairman and substantial
shareholder of the Company. Prior to joining the Champion
Group in 1988, Mr Kan held management positions in
several international companies in Hong Kong. He holds a
Master’s degree in Business Administration from Dalhousie
University in Canada and a Master’s degree in Economics
from the University of Alberta in Canada.

Mr Kan is a member of the Telecommunications Standards
Advisory Committee at the Office of the
Telecommunications Authority. He serves on a number of
sub-committees of the Hong Kong Information Technology
Industry Council of the Federation of Hong Kong Industries,
including International Development and Co-operation Sub-
committee, China Development and Co-operation Sub-
committee, and Government and Sub-vented Funding Sub-
committee. He is Chairman of the IT Committee of the
Hong Kong IT Alliance.

LAl Yat Kwong was appointed as a non-executive director
of the Company in January 2005. He is the Chief Financial
Officer and an executive director of Champion Technology
Holdings Limited, and the Chief Executive Officer (Acting),
Chief Financial Officer, as well as an executive director of
Kantone Holdings Limited. He holds a Bachelor’s degree in
Business Administration from the Chinese University of
Hong Kong and has over 32 years of experience in
accounting, auditing and company secretarial matters. He
is a fellow member of the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants (Practising).
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Directors and Senior Management Profile

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 the Hong Kong Institute of Certified
Public Accountants (Practising), 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,
shares of which are listed on the Main Board of the Stock
Exchange, and Sau San Tong Holdings Limited, shares of
which are listed on the GEM 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.
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SENIOR MANAGEMENT

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 Institute of Certified
Public 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 2005.

The Company is an investment holding company. The principal activities
of its subsidiaries and associate are set out in notes 12 and 13 to the
financial statements respectively.

The results of the Group for the year ended 30 June 2005 are set out in
the consolidated income statement on page 20.

Movements in the reserves of the Group and of the Company during the
year are set out in note 20 to the financial statements.

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.

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

Non-executive directors:
Mr. Leo Kan Kin Leung (appointed on 3 January 2005)

Mr. Lai Yat Kwong (appointed on 3 January 2005)

Independent non-executive directors:
Mr. Francis Gilbert Knight

Mr. Ho Yiu Ming

Ms. Shao Xiang Ming

In accordance with provisions of the Company’s Articles of Association,
Messrs. Ho Yiu Ming, Leo Kan Kin Leung and Lai Yat Kwong 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 non-executive directors has a service contract with the
Company for a term of one year.
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During the year ended 30 June 2005, 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”):
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HK$'000
FAIT

Annual fee and technical fee received from Champion BRERFEERA RWEZ
Technology Limited FERBINE 408
Administration fees paid by the Group to Champion AEBMT N FREEZITHRER 480

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 24 to the
financial statements.

Save as disclosed above, no contracts of significance to which the
Company, its holding company, any of 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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As at 30 June 2005, 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 Company and the
Stock Exchange pursuant to the required standard of dealings by the
directors of the listed issuers as referred to in Rule 5.46 of the GEM
Listing Rules were as follows:
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Percentage

Number of the issued Number

Name of director Capacity of shares share capital of warrants
HEBRITRA
EEgE 514 R EE 2B RARERHAE
Securities of the Company
PN L
Mr. Paul Kan Man Lok Corporate interest Note 1 79.98% -
BT A NGILE g FfizEL
Securities of Champion
Mr. Paul Kan Man Lok Corporate interest Note 2 28.64% Note 2
BT A NGILE g FfizE2 FifzE2
Securities of Kantone Holdings Limited
(“Kantone”, a subsidiary of Champion)
EEEEERATAES
(TRl BEZHMEARF)

Mr. Paul Kan Man Lok Corporate interest Note 3 75.00% -
LR Sits NEER Ffi5E3
Notes: B3 :

1. 117,300,000 shares were held by Champion and 2,669,171 shares were
held by Lawnside International Limited (“Lawnside”). Lawnside is
beneficially wholly owned by Mr. Paul Kan Man Lok. As at 30 June 2005,
Lawnside had interests in approximately 28.64% of the entire interest of
Champion. Mr. Paul Kan Man Lok was deemed to have corporate interest in
the shares which were owned by Champion and Lawnside.

2. 355,783,876 shares and 66,054,182 warrants were held by Lawnside. The
warrants were issued by Champion pursuant to a bonus issue effected in
February 2005, all of which will be expired on 16 February 2006.

3. 1,387,020,962 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 shares, 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 2005.
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As at 30 June 2005, the following persons (other than the directors of the
Company whose interests are disclosed above under the section of
directors’ interests and short positions in securities) that had interests
and short positions in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company under
Section 336 of the SFO were as follows:
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ERAR

Percentage

Long/short of the issued

Name of shareholder position Capacity Number of shares share capital

RER A "R/ KA 54 ROBE HERTREBDE

Champion Long Beneficial owner 117,300,000 78.20%
8 TR EREBA

Other than as disclosed above, the Company has not been notified of any
other interests or short positions representing 5% or more of the
Company’s issued share capital.

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 2005 and there was no exercise of
convertible securities, options, warrants or similar rights during the year.
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On 29 November 2002, the Company adopted a share option scheme
(the “Scheme”) which will expire on 28 November 2012. No share option
was granted by the Company under the Scheme. Particulars of the
Scheme are set out in note 19 to the financial statements.

Champion and Kantone each has a share option scheme which enables
the directors of Champion and Kantone to grant options to any directors,
employees, consultants, advisors in respect of business, operation,
management, technology, legal, accounting and financial matters of
Champion, Kantone and their respective affiliates as well as their
respective customers and suppliers to subscribe for shares of Champion
and Kantone respectively. The purpose of the 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. The share options granted by Champion and
Kantone are exercisable at any time for a period as it may be determined
by its directors which shall be less than ten years from the date of grants,
where the acceptance date should not be later than 21 days after the
date of offer. The exercise price (subject to adjustment as provided
therein) of the option is equal to the highest 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 (iii) the average closing price per share as stated in
the Stock Exchange’s daily quotation sheet for the five business days
immediately proceeding the date of grant of the option. No share option
was granted by Champion and Kantone to directors of the Company for
the year ended 30 June 2005.

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

During the year, the five largest customers of the Group accounted for
about 95.1% of the turnover of the Group and the largest customer of the
Group accounted for about 35.8% of the total turnover.

To the best knowledge of the Company, 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 2005.

For the year ended 30 June 2005, no party has been classified as a
supplier of the Group.
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During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

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.

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.

During the year, 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
which were in force until 1 January 2005.

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of all directors, all directors
confirmed that they have complied with the required standard of dealings
and the code of conduct regarding securities transactions by directors
adopted by the Company.

The Company has received an annual confirmation of independence
from each of the independent non-executive directors of the Company
pursuant to Rule 5.09 of the GEM Listing Rules. The Company considers
all the independent non-executive directors to be independent.

The Company’s audit committee comprised three independent non-
executive directors, Mr. Francis Gilbert Knight, Mr. Ho Yiu Ming and Ms.
Shao Xiang Ming and two non-executive directors, Mr. Leo Kan Kin
Leung and Mr. Lai Yat Kwong.

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 of the Group.
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The Company established a remuneration committee, comprising a
majority of independent non-executive directors and a non-executive
director of the Company, with written terms of reference. The

remuneration committee comprised Mr. Francis Gilbert Knight (Chairman

of the remuneration committee), Mr. Ho Yiu Ming, Ms. Shao Xiang Ming,
Mr. Leo Kan Kin Leung and Mr. Lai Yat Kwong.

The remuneration committee will consult the chairman about their
proposals relating to the remuneration of other executive directors and
have access to professional advice if considered necessary.

The duties of the remuneration committee include the following:

(a)

(b)

(d)

(e)

(f)

to make recommendations to the Board on the Company's policy
and structure for all remuneration of directors and senior
management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration;

to determine the specific remuneration packages of all executive
directors and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment, and make recommendations to the Board of the
remuneration of non-executive directors;

to review and approve performance-based remuneration in
accordance with corporate goals and objectives resolved by the
Board from time to time;

to review and approve the compensation payable to executive
directors and senior management relating to any loss or termination
of their office or appointment to ensure that such compensation is
determined with reference to relevant contractual terms and that
such compensation is otherwise fair and not excessive for the
issuer;

to review and approve compensation arrangements in connection
with dismissal or removal of directors for misconduct to ensure that
such arrangements are determined in accordance with relevant
contractual terms and that any compensation payment is otherwise
reasonable and appropriate; and

to ensure that no director or any of his associates is involved in
deciding his own remuneration.

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 2005
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Deloitte.
=)

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

We have audited the financial statements on pages 20 to 39 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 2005 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

23 September 2005

19

BEBBEBIMLRR
(RASBESEMK L ZBRAR)

AZHENTE TR BE RN E20A E L3RR
REBEERMZGHEARRE MBS

EERBREEZEREE
BAREBAREREARRATHEH
S EREREIHRER EELARBRAL
B wHEE-

RIZEERBERTIEZER UZEHH
WEELBY 2B R SWAAREREL RS BRI
SMBIEELAD B &Y o 1T I M L AN S A A [RIE(R
Hip ALAREMEE

BERCHER
RATEIRBE S E I A B 2 HBCERET
ERTE-BRREREURS S A SRR B
REFRIER R E RO BE a5
BEFNE LRSI MER e BAMGH R
BT BT BB RTEA BARR
EEEY ARER URESEMERL TR
BRZEHEE

ANTER S RETEX TR HUBE— IR
TREVE ZERKBRERBZR FARTREES
D ZEE RSN REER T EEEHAR
Bl (EH A B2 EE ERER B RTINS
BEZSVBREMBCENEEEIRRR
W ARITIRIE AT ZERTIEE B NIEREY
B EEo

=R

AR/ LMABHREDEER AR &
~Ek BEEER-_ZETRFANA=THAZHE
Ak BEEEEBEZALEFEZENERSR
B YERREEQA AR 2 HEREZLERS-

EE e RAEMRS S5HAIT
HEEEFTED

BB
—EERFAAT=H



20

YIEERE —BSREER

2004

ZETF

NOTES HK$'000

PEE FHT

Turnover S 4 8,492

Other operating income Hobag B A 5 36
Operating costs FEI N

Acquired technology expensed B AR T2 (962)

General and administrative expenses —RRITHRER (2,667)

Marketing and promotion expenses miGHEE R (2,505)

Staff costs EEKA (2,151)

Profit from operations 1 g A 6 243

Taxation el 8 -

Net profit for the year REEmAFEE 243

Earnings per share — basic FRAEF —EXK 9 0.16 centsfll
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2004
ZETF
NOTES HK$'000
PEE FHET

Non-current assets FERENEE
Property, plant and equipment L ER LR 10 5
Systems and networks ES S E S 11 1,137
Interest in an associate R E QR 2B 13 =
1,142

Current assets REBEE
Trade receivables EUE 5508 14 1,823
Deposits and prepayments e RTENFIE 15 8,883
Amount due from a fellow subsidiary FE U — R 2 [T B A B 2 5KIE 16 289
Deposits, bank balances and cash FRCBRITEBLIES 17 4,868
15,863
Current liabilities REBEE

Other payables and accrued charges HibfERIB R EFTER 678
Net current assets REEEFH 15,185
Net assets BEFE 16,327

Capital and reserves BEAXR#E
Share capital R 18 15,000
Reserves A 20 1,327
Shareholders’ funds RERE S 16,327

The financial statements on pages 20 to 39 were approved and
authorised for issue by the Board of Directors on 23 September 2005
and are signed on its behalf by:

Paul KAN Man Lok 3 4%
DIRECTOR &%

F0REEEMH U BHREENR—TFTA
FNA-—T=AHEFTSHE LB TIEEKEX
BE

Shirley HA Suk Ling E#§#&
DIRECTOR &=
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2004
—TENF
NOTES HK$'000
PEE AT
Non-current assets kRBEE
Investments in subsidiaries BB AR ZEE 12 2,071
Current assets REBEE
Prepayments SEENE O 60
Amounts due from subsidiaries EUHIB A F) 2 ZIB 10,395
Deposits, bank balances and cash TR RITEBR MRS 17 3,365
13,820
Current liabilities REBEE
Other payables and accrued charges HibfEtRIB R ERTE R 568
Net current assets REEEFH 13,252
Net assets BEF 15,323
Capital and reserves BEAXRRE
Share capital R 18 15,000
Reserves e 20 323
Shareholders’ funds RERE S 15,323

Paul KAN Man Lok 3z £
DIRECTOR &=

Shirley HA Suk Ling Z§#%
DIRECTOR &=
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2004
—TETNF
HK$'000
FHETT

At beginning of the year F1) 16,084
Net profit for the year NEE R FRE 243

At end of the year Fih 16,327
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2004
ZETF
HK$'000
FHT
Cash flows from operating activities KEXBBZHERE
Net profit for the year REEmAFEER 243
Adjustments for: FHEE
Interest income N ON (34)
Depreciation of property, plant and
equipment R = 18
Amortisation of systems and networks R s 2 5y 650
Operating cash flows before movements in BEECBHA K EER
working capital REne 877
(Increase) decrease in trade receivables FEWE S IE 2 (3Ehn) s 2,632
Decrease (increase) in deposits and
prepayments Ze RIEM I Z [ (g h) (7,821)
Decrease in amount due from a fellow FElk— AR R B A BsRIE 2
subsidiary VoA 1,662
Increase in other payables and accrued HibENRIBRETERZ
charges 0 157
Net cash from (used in) operating activities ARG (FTRE) 2 R F8E (2,493)
Cash flows from investing activities KRERHAEZRERE
Interest received BEHFH S 34
Acquisition of interest in an associate Uy BE B 4 N\ B 2 A e -
Advance to an associate 2 F—REBE QR -
Net cash (used in) from investing activities & RS (FTFE) FTiS 2 & F 5 34
Net increase (decrease) in cash and BENRIReFB2IEM
cash equivalents Omc ) 558 (2,459)
Cash and cash equivalents at beginning
of the year FYzBReRREERE 7,327
Cash and cash equivalents at end of the year,
represented by deposits, bank balances FRZ2BACRARCER"
and cash R RITEBRRIE S 4,868
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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 and associate are set out in notes 12
and 13 respectively.

Since 2004, the Hong Kong Institute of Certified Public Accountants
(the “HKICPA") issued a number of new or revised Hong Kong
Accounting Standards (“HKASs”) and Hong Kong Financial
Reporting Standards (“HKFRSs”) and interpretations (hereinafter
collectively referred to as “new HKFRSs”) which are effective for
accounting periods beginning on or after 1 January 2005 except for
HKFRS 3 “Business Combinations”. The Group has not early
adopted these new HKFRSs in the financial statements for the year
ended 30 June 2005.

HKFRS 3 is applicable to business combinations for which the
agreement date is on or after 1 January 2005. The Group has not
entered into any business combination for which the agreement
date is on or after 1 January 2005. Therefore HKFRS 3 did not have
any impact on the Group for the year ended 30 June 2005.

The Group has commenced considering the potential impact of
these new HKFRSs but is not yet in a position to determine whether
these new HKFRSs would have a significant impact on how its
results of operations and financial position are prepared and
presented. These new HKFRSs may result in changes in the future
as to how the results and financial position are prepared and
presented.
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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.

Investments in associates

The results and assets and liabilities of associates are incorporated
in the financial statements using the equity method of accounting.
The carrying amount of such interest is reduced to recognise any
identified impairment loss in the value of individual investments.

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.

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% - 33'5%
Furniture and fixtures 20%
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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:

- an asset is created that can be identified (such as software
and new processes);

- it is 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.

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
profit 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 and associates,
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.
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Taxation (Continued)

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 profit 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 to 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.

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.

YIEERE —BSREER
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BERAEEZ REERSEGEBEE
ity 75 R 8 1 R BETF 2 /2 S B AR Tt 2R 1R
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Turnover represents the amounts received and receivable for
services rendered in establishing and providing secured electronic
payment processing platform and provision of software licensing
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BEBDERLMERZ2EFNFKIZRF
F B IR RS B R IR 2 B U R e
Yeag -

services.

2004
ZETF
HK$'000
FHETT

Provision of secured electronic payment
processing platform REZE2ETNFEFTE 6,233
Provision of software licensing services IREE R RT AR TS 2,259
8,492

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.

Included in other operating income is interest income of

HK$31,000 (2004: HK$34,000).

R EFERE L2 5B D BT KR
DEERSIT AR AEE 2 EX5E R
FEEHTERERERCEFHRET
FEARKANE (BHEEE) BL2 523K
EE R

H g U A BT B URA31,000/8 7T
(ZZZPY4:34,000/87T) ©

2004
—TTME
HK$'000
FAT
Profit from operations has been arrived at after KR FE R
charging:
Auditors’ remuneration 1% R B <& 272
Amortisation of systems and networks included SA—BRITBER 2 Z5R
in general and administrative expenses W4k > 650
Depreciation of property, plant and equipment R = 18
Research and development costs, including I RRABKA  BiE
staff costs of HK$833,000 8 T X A833,000/8 7T
(2004: HK$776,000) (ZZEZ4F:776,000/87T) 1,979
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Directors’ Emoluments

Year ended 30 June 2005

Name of executive directors
Paul Kan Man Lok
John Wong Yuk Lung
Shirley Ha Suk Ling

Name of non-executive directors
Leo Kan Kin Leung
Lai Yat Kwong
Francis Gilbert Knight

RATESEHE
ERES
BR%

FRTES
GEIZ)
BAX
Francis Gilbert Knight

Fees

e
HK$'000
Ti#T

E=e

HIEDE —BRHEFH

BE—ZZAFAA=THLEEE

Salaries
and other
benefits
&R
Bt &
HK$'000
TET

114

120
793

Retirement
benefits
scheme

contributions
EHREF
SRR
HK$'000
TER

Total
directors’
emoluments

E Rt
HK$'000
TEL

120
126
805

Ho Yiu Ming A 1R2ER
Shao Xiang Ming B8R
Year ended 30 June 2004 BE_TTNOFA=1THIFE
Retirement
Salaries benefits Total
and other scheme directors’
Fees benefits  contributions  emoluments
ek RINEF
ik HibEH AEES  EEHensE
HK$'000 HK$'000 HK$'000 HK$'000
FHT FAT THT FAT
Name of executive directors HTEELH
Paul Kan Man Lok 4 - 114 6 120
John Wong Yuk Lung =R - 120 6 126
Shirley Ha Suk Ling ERR - 726 12 738
Name of non-executive directors FHTES
Francis Gilbert Knight Francis Gilbert Knight 5 45 - 50
Ho Yiu Ming 28 5 15 - 20
Shao Xiang Ming BBIAA 1 4 - 5
11 1,024 2% 1,059
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Employees’ Emoluments

During both years, the five highest paid individuals include one
(2004: two) director(s) whose emoluments are reflected in the (=
analysis presented above. The total emoluments paid to the
remaining four (2004: three) individuals were as follows:
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BEME
ﬁ’éﬁﬁfigm'ﬂ%%%%)\i@%—%
TERE) ER EMEEINZ
ﬁlJﬁDt SEBINE (Z2TF: =5)
AL 2 & BREIFIT

2004
—TTME
HK$'000
FHT
Salaries and other benefits e REAMAEF 675
Retirement benefits scheme contributions RIRERIFT B 28
703
Number of employees
EEAH
2004
ZETF
Emoluments of the employees were within the
following band: EEZMEN T T 5&HE:
Nil - HK$1,000,000 4 — 1,000,000/ 7T 3

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

R B S 2 A EHERBUR N B 280
B eEniREE MBS BB RSHE

tax losses carried forward. R o
The tax charge for the year can be reconciled to the profit per the REE AT HRGEIBER AT
consolidated income statement as follows: HRAA T
2004
—TTME
HK$'000
FAT
Profit from operations b 243
Tax at Hong Kong Profits Tax rate of 17.5% REBFERELT5%
(2004: 17.5%) (ZZTEFE:17.5%) sTE 2 FIE 42
Tax effect of expenses not deductible for tax
purposes TERIER ST B2 RS2 10
Tax effect of income not taxable for tax purposes @A Z FE #5572 (6)
Tax effect on utilisation of tax losses previously RIER A F R ERTRIBEE
not recognised IR R (81)
Tax effect of tax losses not recognised RIERHIBEB 2RISR 28
Others HAtb 7
Taxation for the year FEMIE =
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The calculation of the earnings per share is based on the net profit
for the year of HK$1,240,000 (2004: HK$243,000) and on the
number of 150,000,000 (2004: 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.

YIEERE —BSREER

BB TRAEE 2HFF581,240,000
BT (ZTZPOF:243,00087C) REFERE
ZE{TAZ15 150,000,000 (Z B E Y4
150,000,000) A&zt & -

R A HEEE ) 2 B S I
2 SREERTN

Computer Furniture
system and and
equipment fixtures Total
BHAGRRE BRREE B
HK$’000 HK$’000 HK$’000
FAT FAT FAT
THE GROUP AEH
COST 5%
RZZTMFLA AR
At 1 July 2004 and 30 June 2005 —ETRFSA=TH 733 6 739
DEPRECIATION e
At 1 July 2004 RZZETMFELH—H 730 4 734
Provided for the year NEEEE 3 1 4
At 30 June 2005 RZZETRFASA=1H 733 5 738
NET BOOK VALUES IREFE
At 30 June 2005 RZZTZTRFA=1H - 1 1
At 30 June 2004 RZZTZTMFESA=+H 3 2 5

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

INCHSRR YN SES Ok E Y R
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HK$'000
FAT
THE GROUP REE
COST 2%
R-ZZTZEMFLA—AK

At 1 July 2004 and 30 June 2005 —ETRFSNA=1+H 1,950
AMORTISATION 65
At 1 July 2004 R=ZZEZTWF+LH—H 813
Provided for the year NEE R 650
At 30 June 2005 R-ZZTZERFA=1H 1,463
NET BOOK VALUE REFE
At 30 June 2005 R-ZEERFA=1H 487
At 30 June 2004 R_ZEZNFEXA=1H 1,137

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.

R R s BIRRAL R B A B B R A 2 A
R LA a| B2 P B AR E 2 &
R A B RA R B (E B SRR B R
AREH (RPERR=F) #iH-

REEE B - AN B A R R A4 -

THE COMPANY
PN
2004
—TETNF
HK$'000
FHTT

Unlisted shares

FE LR

2,071




34

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 2005, are as follows:

YIEERE —BSREER

RIB AR ZE 2 REERRSHEA
ARRAARIKEZ APz EAEEE-

AT RARREMBRRZFAER KF
AR -ZZERFNA=THHARFEE

=E:
Issued and Attributable
Place of fully paid equity interest
Name of subsidiary incorporation share capital of the Group Principal activity
BRTR AEE
Ft I 2 B & B AR 32 3t B B R A PEAE R ASFE RS FEEHK
Calgary Investments Samoa US$1 100% Investment holding
Limited fEPETn 1%t AR
DIGITALHONGKONG. British Virgin Islands US$1 100% Provision of an e-Commerce
COM INC. — limited liability 1%t platform for payment
company process for global business
REBELES REFAFRBEETFEE
—BREEAA NHEFEa
DIGITAL COMMERCE Hong Kong HK$2 100% Development of e-Commerce
LIMITED BB 27 TT platform and evaluation of
e-Commerce opportunities
REEFHE YA RTE
BFEEREK
Digital Hong Kong Hong Kong HK$2 100% Provision of an e-Commerce
Limited B 27 TT platform for payment
IS B BB AR AR process for retail customers
and e-malls based in Hong
Kong
RBEBZEEEPRET
EHEREETFHETYR
Pickworth Limited Samoa US$1 100% Investment holding
f& PECE 17T REER

None of the subsidiaries had any debt securities outstanding at the
end of the year or at any time during the year.

MANEE A REE RN FEAEMRRE SHE AR
BRI AR EE 2 EBES -
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THE GROUP
NEE
2004
—TETNF
HK$'000
FHT

Share of net assets
Amount due from an associate

DIEEERE
R L2 Hsh i R B 5RIA

The amount due from an associate is unsecured, interest free and
has no fixed repayment terms. In the opinion of the directors, the
amount will not be repaid within the next twelve months from the
balance sheet date. Accordingly, the amount is shown as a non-

current asset.

Particulars of the Group’s associate at 30 June 2005 are as follows:

JRE LS Bsh i X B RIR TS SRR AR 40 B N S B TE A& R
H-BERR ZREBTENEE B RE+
—{AAREE Bt ZFIRFRIEREB EE

AEER-BRREA A= B2 BE QTS
T

Proportion of
nominal value of

Form of issued share capital
business Place of indirectly held
Name of company structure incorporation by the Company Principal activity
AN
BEERT
ARER FBEBEX 11 B L 3t B RATE 8 2 oA FEEHK
Belcher Technology Limited Incorporated Samoa 40% Investment holding in
EEailifsAva f& PECE software consultation

and the development
of software systems

FE TR B B I EE
;RS
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The aging analysis of trade debtors at the balance sheet date is as
follows:

YIEERE —BSREER

REER ZEBE ZFRRESITAT

THE GROUP
EH

2004
—TENF
HK$'000
FHT
0 - 60 days 0Z60H 1,823
61 - 120 days 61E120H -
Over 120 days 120H A E =
1,823

The Group allows an average credit period ranging from 90 days to
120 days to its trade customers dependent on their credit
worthiness, nature of services and condition of the market.

THE GROUP

Included in the balance is an amount of HK$4,162,000 (2004:
HK$7,702,000) representing the balance of 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 during the year upon the termination of
negotiation in respect of the investment project.

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.

AEBRBEEESEP ZEERHE RIS
G RmiS R mAe T E /908 E120
RZEEH-

REE

EERBIEAE4,162,0008 T (Z BB E:
7,702,00087T) 282 TENAIRER & 5%
LR HE—BHE—FBVE= HKE T
W2 EREEBE AR MRS ITRER
PR IEERREZIAR M EERE

A
ZFEHEKFATNE -EER A EE
2RI TR BB T HNE 2 AR ER LR

THE GROUP THE COMPANY
A£E KRR

2004 2004
—ZTME —ZTME
HK$'000 HK$'000
THET THET
Interest bearing deposits Mt 2R 109 109
Bank balances and cash RITERERE 4,759 3,256

4,868 3,365
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2005 & 2004
—EERFR_ZTZTMF
HK$’000
FHT
Authorised: SETE

800,000,000 shares of HK$0.10 each 800,000,000/% &A% E{E0.10/8 7T 2 f& {5 80,000

Issued and fully paid: BEITREE:
150,000,000 shares of HK$0.10 each 150,000,000% Z AR E1E0.1078 T2 &1 15,000

There were no changes in the Company’s authorised, issued and
fully paid share capital in both years.

On 29 November 2002, the Company adopted a share option
scheme (the ” Scheme”). The purpose of the 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 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 of
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 exercise price (subject to adjustment as provided therein) of
the option under the Scheme is equal to the highest 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 (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 Scheme shall not exceed 10% of
the issued share capital of the Company at the date of approval of
the 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 one grantee 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 Scheme was granted by the Company since its
adoption.

P L i R E 235 RIZEE BETR
BB AR A

i -1— A=+ B RATRS
—IHER—E-—F+ A=+ N\BER
Z%Hﬂ&‘ﬁ'?\ ([5HE1]) BRIt Bl B &Y
ERRARBEREASREMAL TN
HERERNEE Z EG REE R BB
REFTE EFAAARE EBRARIRK
SEBAR KR 28 B R OAE &
ARMBEE MAKEZ EAaERAL
(RREES EE B FAA) RZEA
@#EJ:?@/\:':ZE@%%E%%E&EEJ:%&/\
BB 2 AR RAEE 2R P Rt
AR T RE R %?&%%’*ﬁt‘!ﬂoiﬁw
EMREARE 2B Pt 2 i
7‘5"?‘&EIHH;*LEJrEieriWﬁﬁ'&%%WEI
HENER BN R EE21R -

ST EITE T 2 BRI 2 1T(E & (R0 SFT
aA] FRER) TG 2 mE: (DRI E B
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8% 2 B R Bt 322 AT B SRER TR 2 B
WM EZFHE AREEAE) RIET
2l T?*u”jzﬁﬁﬂxﬁéﬁﬁ/ﬁﬁzwﬁ?%%( =
SHBBA RN AR BIHLE B HREE 1T 2 A%
7T'<10% o ST B TE AT R T{ERB A
AT RERHHE NMEBBARAGT
BFE81T 2 BRZR30% ° TFEARLEAN A EIIRERH 5T
HET REA—FRFEAN—BEEAZ
E%Hﬂ%ﬁﬁ/ﬂ?&ZHxT\ == B NS BB
RNEITEEEEIT 2D 1%  NAR) BT
B AZRSD AR AR AT B3R T BB A4 -
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YIEERE —BSREER

Special Capital Share Accumulated
reserve reserve premium losses Total
Rl AE BEXGRE ROEE RER HmE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTAT FTAT FAT FTAT FAT
THE GROUP rEE
At 1 July 2003 RZZET=F+H—H - 7,540 8,461 (14,917) 1,084
Net profit for the year REE RN FE - - = 243 243
At 30 June 2004 RZZTTMFARA=+H
and 1 July 2004 kZZTTNE+A—H - 7,540 8,461 (14,674) 1,327
Net profit for the year REEHEMNFE - - - 1,240 1,240
At 30 June 2005 RZZTZTRFA A=1H - 7,540 8,461 (13,434) 2,567
THE COMPANY AAH
At 1 July 2003 RZZEE=F+A—H 1,971 - 8,461 (9,946) 486
Net loss for the year AEEEEFE - - - (163) (163)
At 30 June 2004 RZTZTMFERA=1H
and 1 July 2004 kZZTTNE+A—H 1,971 - 8,461 (10,109) 323
Net loss for the year AEEBEFE - - - (243) (243)
At 30 June 2005 RZZETAFASA=1H 1,971 - 8,461 (10,352) 80

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$80,000 (2004: HK$323,000) as at 30 June
2005. The share premium of the Company is available for paying
distributions or dividends to shareholders subject to the provisions
of its Memorandum and Articles of Association and provided that
immediately following the distribution or 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.

BARFETEBERERASENEE RN
MEBEARZBYEEFEZAFEEZHRENRE
we

LSl A DRE ) YNEIL
DIGITALHONGKONG.COM INC. * DIGITAL
COMMERCE LIMITED X B & BB R A A
BHEB ZERRZEAEERTFEERM
W B ~ AR R B 507,640,000 7T - B2 5t 1t 18 U B
BIZARRROEEMREM ZB-REHS
BELETARNA FRBEIES IR B

BE_ZERFA=TH ARFR DK
1##780,000/8 7T (= ZZ P 4F :323,000/87T) ° 4
A AT FE R 1 04 (B DA TR BRI B 3 R B AR 2. -
WA ARNE 2 A AAAMERAL N A BAMA
A7 16K PR ) R E BN IR B DRI E A& AR
AR EE - REBBIEZBHMER S Al {FE-E
BRAAT 2 ARMABAR AR B AT BT 45
PR R I s B EALS -
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At the balance sheet date, the Group and the Company have
unused tax losses of approximately HK$14,037,000 (2004
HK$15,941,000) and HK$4,048,000 (2004: HK$3,783,000)
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.
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ISEICASRF SEISEIN ﬂﬂi@)ﬁﬁZﬁélﬁ

BB RI4714,037,000% 7T (Z T Z U4 :
15,941,000 7T) K4,048,000% 7T (=&
T4 3,783,000/ 7T) Al K $H R K
st e BN BETRBIAR SR Z s FE 5
B M RE R IR B IR & B - B R 5 18 A R (R
HifsiE.

THE GROUP THE COMPANY
AEE NG|

2004 2004

—TTMmE —TTWmE

HK$'000 HK$'000

THIT FTET
Capital expenditure in respect of the acquisition BEMF BEEERESR
of property, plant and equipment, systems and ZERBHEZERER

networks authorised but not contracted for RETHBARX 500 500

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$nil (2004: HK$nil), amounted to
approximately HK$65,000 (2004: HK$64,000).

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

AEBZHNELZMAAREAREISZM
sepERTES ([RER]) 5HEl-mEESs
8 RRBMRA - IS EIRaia &t Sl
HAFTHEE LR 2 130 AR & Ba R A

RER Mﬂmﬂ SHEIHTR GRRR R U

%k (2T |) ) 565,00087T (=
TN :64,000/7T) ©

FRN AEEZREEATETNIRS:

2004
—TTME
Notes HK$'000
HiaE FAT
Annual fee and technical fee received from B —EFE ZHB A FUKELZ
a fellow subsidiary FEREMNE (a) 884
Administration fees paid to Champion TR TEE2ITERER (b) 960
Notes: B3 :
(a)  The service income was charged with reference to comparable market (a) BRBWATIHAARESLREAHLER
prices as determined by the directors of the Company. Z TS EREETE
(b)  The administration fees were charged at a monthly fee of HK$40,000 (b) EMRNEFE2THERIREAAR R

TBE R 2 B i U A & /340,000
7T (ZZZT M4 80,000/ 7T)

ERE—RRRMEB QR AR FI58
RPFEEL6e

(2004: HK$80,000) 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 16.
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Year ended 30 June

BEAA=THLEE
2000 2001 2002 2003 2004
—ZTTF —TE-F —TTCF —TE=F —TENF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHL FHL FHT
RESULTS 4
Turnover S 3,213 10,829 13,393 9,642 8,492
Other operating income Hib &g A 270 930 116 36 36
Operating costs RERA
Acquired technology expensed BE AT S (4,674) (3,778) (2,807) (2,808) (962)
General and administrative
expenses —MEIBER  (3,954) (4,774) (4,780) (2,362) (2,667)
Marketing and promotion
expenses miZEEER (250) (2,203) (1,250) (1,697) (2,505)
Staff costs EERKA (3,867) (4,354) (4,398) (2,669) (2,151)
rEE (BE)
Net (loss) profit for the year AR (9,262) (3,350) 274 142 243
At 30 June
RAA=+H
2000 2001 2002 2003 2004
—TTITE ZZTF —ZTCE ZTT=F ZTTNF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHL FHL FHT
ASSETS AND LIABILITIES BEREE
Non-current assets FRBEE 515 310 104 1,810 1,142
Current assets REEE 19,897 16,058 16,450 14,795 15,863
Current liabilities mEaE (1,394) (700) (612) (521) (678)
19,018 15,668 15,942 16,084 16,327
Note: The results for the year ended 30 June 2000 have been prepared on a Miit: BE—TTTFEANA=TRHIEFEZEEIRE

combined basis as if the group structure immediately after the group

reorganisation, as set out in the paragraph headed “Corporate

reorganisation” in Appendix Ill of the prospectus issued by the Company

dated 5 April 2000, had been in existence since 1 July 1997.

HEERE HNREEEEE (RARAR-F
TREN /A AT BRERMSR=[RARE
M —BRAT) & 2 SEAEE - NANEF LA
—HEE—EfFE
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R

MEIRER

RARAZHRBBERE ([BHEFE X ARF X [ARE] B@E-_TTAFA=1H
IFFEzFHR RERHRZIBBKRE-

FEFEA FEL&EEHER N EERELE ENTRE2EHAEBEERE SBE %Pﬁ
BEHRTT 2 E M INA MR LTt A AR EERHR IS HEF AR BRI 2B
EEE-ERRLARREEZEREMEERENGS WHRIEEKAE E%Taﬁﬂzo
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