DIGITAL WORLD HOLDINGS LIMITED

數字地球控股有限公司*
(incorporated in Bermuda with limited liability)

Announcement of Result for the year ended 30 June 2001

RESULTS

The board of directors (the "Directors") of Digital World Holdings Limited (the "Company") wishes to announce that the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 30 June 2001 together with the comparative figures for the previous year are as follows:



2001

2000


Notes
HK$'000

HK$'000

Turnover
1
81,313

93,814

Cost of sales

(72,630
)
(89,913
)

Gross profit

8,683

3,901

Other revenue

623

898

Net investment income

696

14,034

Distribution costs

-

(2,775
)

Administrative expenses

(19,597
)
(12,144
)

Provision for impairment loss

of long term investments

(49,950
)
-

Provision for other receivables

(36,430
)
-

(Loss) profit from operations
2
(95,975
)
3,914

Finance costs

(26
)
(867
)

Gain on disposal/liquidation of subsidiaries

22,585

-

Share of (loss) profit of an associate

(567
)
513

(Loss) profit before taxation

(73,983
)
3,560

Taxation
3
(130
)
-

(Loss) profit for the year

(74,113
)
3,560

(Loss) earnings per share
4

Basic

(HK$13.91 cents
)
HK$2.29 cents

Diluted

N/A

HK$2.28 cents

Notes:

1.
Turnover and segmental information

Turnover represents the net amounts received and receivable for goods sold to outsider customers, less returns and discounts and services provided during the year.


Turnover
Segment results


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Business segments:

Distribution of electrical

consumer products, computer related

products and electronic components
76,471

93,213

(8,072
)
4,311

Provision of entertainment services
1,072

601

(899
)
(397
)

Advertising
3,770

-

(624
)
-


81,313

93,814

(9,595
)
3,914

Provision for impairment loss

of long term investments




(49,950
)
-

Provision for other receivables




(36,430
)
-

(Loss) profit from operations




(95,975
)
3,914

The Group's turnover and results are principally conducted in Hong Kong.

2.
(Loss) profit from operations


2001

2000


HK$'000

HK$'000

(Loss) profit from operations has been arrived at after charging:

Directors' remuneration
2,045

1,730

Pension contributions
53

-

Other staff costs
2,452

817

Total staff costs
4,550

2,547

Amortisation of intangible assets
1,333

-

Auditors' remuneration
502

380

Depreciation
1,365

30

Loss on disposal of fixed assets
-

49

Operating lease rentals in respect of land and buildings
1,089

255

3.
Taxation

The charge represents provision for Hong Kong Profits Tax calculated at 16% of the estimated assessable profit for the year.

4.
(Loss) earnings per share

The calculation of the basic and diluted (loss) earnings per share for the year is based on the following data:


2001

2000


HK$'000

HK$'000

(Loss) earnings:

(Loss) profits attributable to shareholders

and (loss) earnings for the purpose of basic

and diluted (loss) earnings per share
(74,113
)
3,560

Number of shares:

Weighted average number of ordinary shares

for the purpose of basic (loss) earnings per share
532,795,343

155,797,042

Effect of dilutive potential ordinary share

in respect of share options
-

598,885

Weighted average number of ordinary shares for

the purpose of diluted (loss) earnings per share
532,795,343

156,395,927

The weighted average number of ordinary shares used for the purposes of calculating basic earnings per share for the year ended 30 June 2000 has been adjusted for the effect of rights issue and consolidation of shares.

The computation of the dilutive loss per share for the year ended 30 June 2001 does not assume the exercise of outstanding warrants since their exercise would result in a decrease in net loss per share from continuing operations.

DIVIDEND

The Directors do not recommend the payment of any dividend for the year ended 30 June 2001 (2000: Nil).

BUSINESS REVIEW AND OUTLOOK

Results

Year 2000/2001 can be characterized by being a year of difficulties. The Company is also affected by the captioned downturn.

The consolidated turnover for the Company and its subsidiaries (the "Group") has reduced to approximately HK$81.3 million (2000: HK$93.8 million), representing a drop of 13%. The Group has recorded a net loss of approximately HK$74.1 million (2000: profit of HK$3.6 million) due primarily to the provision for receivables for HK$50.0 million, the writing down of long term investment for HK$36.4 million and the additional amortization of intangible assets & depreciation of HK$2.7 million. Had it not for these "exceptional" items, the Company should be operating at an profitable angle.

MANAGEMENT DISCUSSION AND ANALYSIS

While the Group has gradually transited from the trading of electronic components to a premier regional internet/communication player, the progress is not as fast as anticipated due to certain external factors. Consequently, trading of electronic components remained the majority of the revenue vehicle. These factors, nonetheless, have all been gradually resolved. The trend is expected to reverse during the year 2001/2002 whereby contribution from internet/communication would predominate.

Geographically, Hong Kong remained the major market for the Group.

Apart from the electronic component trading, the Company also involves in:

(A)
Michael Lai Production Holdings Limited ("Michael Lai"): the promotion specialist for the People's Republic of China market. Business of Michael Lai has started picking up and steady. Growing revenue is anticipated.

(B)
Digital Nunet Exchange Limited. ("Dnunet"): Internet Exchange Center with emphasis on valued added service. Dnunet has also encountered some delay in both the negotiation and the subsequent implementation. Operations have been kicked off in September 2001. Considerable revenue is anticipated for the fiscal year 2001/2002.

(C)
Ancora Worldwide Limited ("Ancora"): the first mover in the Chinese WAP. The Board is conservatively optimistic about the same in view of the initial market response.

(D)
Riverhill Holdings Limited ("Riverhill", previously known as Beijing Spatial Port Network Technology Ltd.): the infrastructure builder. Business has progressed quite smoothly and Riverhill has listed in the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited in June 2001. No contribution to the bottom of the Group is anticipated in view of the small shareholding.

Liquidity and Capital Resources

Along the year under review, the Group always had a strong liquidity position. As at 30 June 2001, the Group had a cash and cash equivalent (including cash at bank and pledged deposit) of HK$120.4 million (2000: HK$59.0 million). Moreover, the Group had a net current assets balance of HK$177.0 million (2000: HK$89.3 million) and a current ratio of 30.55 (2000: 3.62). Gearing ratio that is expressed as a ratio of total liabilities and minority interests to shareholders' funds was only 0.025 (2000: 0.210).

As at 30 June 2001, the net asset value of the Group is HK$237.6 million or HK$0.37 per share.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the year ended 30 June 2001, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company's listed securities.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 30 June 2001 with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

PUBLICATION OF FURTHER INFORMATION ON THE STOCK EXCHANGE'S WEBSITE

All the financial and other related information of the Company required by paragraphs 45(1) to 45(3) of Appendix 16 of the Listing Rules will be published on the Stock Exchange's website in due course.

By Order of the Board

Chan Tak Hung

Chairman

Hong Kong, 18 October 2001

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of Digital World Holdings Limited (the "Company") will be held at Room 1103, 11/F, Far East Finance Centre, 16 Harcourt Road, Admiralty, Hong Kong on 28 November 2001 at 10:00 a.m. to transact the following ordinary business:

1.
to receive and consider the audited consolidated financial statements and reports of the directors and auditors for the year ended 30 June 2001;

2.
to re-elect directors and to authorise the board of directors to fix the directors' remuneration;

3.
to re-appoint auditors and to authorise the board of directors to fix their remuneration;

and, as special business, to consider and, if thought fit, passing the following Resolutions as ordinary resolutions:

4.
"THAT:

(a)
subject to paragraph (c) below, pursuant to the Rules (the "Listing Rules") Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Stock Exchange"), the exercise by the directors of the Company during the Relevant Period of all the powers of the Company to allot, issue and deal with unissued shares (each a "Share") of HK$0.01 each in the capital of the Company and to make or grant offers, agreements and options, including warrants to subscribe for Shares, which might require the exercise of such powers be and the same is hereby generally and unconditionally approved;

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

(c)
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to options or otherwise) by the directors of the Company pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue; or (ii) the exercise of any options granted under the share option scheme of the Company; or (iii) any scrip dividend or similar arrangements providing for the allotment and issue of Shares in lieu of the whole or part of a dividend on Shares in accordance with the bye-laws of the Company in force from time to time; or (iv) any issue of Shares upon the exercise of rights of subscription or conversion under the terms of any warrants of the Company or any securities which are convertible into Shares, shall not exceed the aggregate of:

(aa)
20 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of this Resolution; and

(bb)
(if the directors of the Company are so authorised by a separate ordinary resolution of the shareholders of the Company) the nominal amount of any share capital of the Company repurchased by the Company subsequent to the passing of this Resolution (up to a maximum equivalent to 10 per cent. of the aggregate nominal amount of the share capital of the Company in issue on the date of the passing of that Resolution),

and the authority pursuant to paragraph (a) of this Resolution shall be limited accordingly; and

(d)
for the purposes of this Resolution:

"Relevant Period" means the period from the date of the passing of this Resolution until whichever is the earliest of:

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

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the bye-laws of the Company, the Companies Act 1981 of Bermuda (the "Companies Act") or any other applicable law of Bermuda to be held; and

(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the directors of the Company by this Resolution;

"Rights Issue" means an offer of Shares, or offer or issue of warrants, options or other securities giving rights to subscribe for Shares open for a period fixed by the directors of the Company to holders of Shares on the register on a fixed record date in proportion to their then holdings of Shares (subject to such exclusion or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements, or having regard to any restrictions or obligations under the laws of, or the requirements of, or the expense or delay which may be involved in determining the existence or extent of any restrictions or obligations under the laws of, or the requirements of, any jurisdiction outside Hong Kong or any recognised regulatory body or any stock exchange outside Hong Kong)."

5.
"THAT:

(a)
the exercise by the directors of the Company during the Relevant Period of all powers of the Company to purchase the Shares on the Stock Exchange or any other stock exchange on which the Shares of the Company may be listed and recognised by the Securities and Futures Commission and the Stock Exchange for such purpose, and otherwise in accordance with the rules and regulations of the Securities and Futures Commission, the Stock Exchange, the Companies Act and all other applicable laws in this regard, be and the same is hereby generally and unconditionally approved;

(b)
the aggregate nominal amount of Shares which may be purchased by the Company pursuant to the approval in paragraph (a) during the Relevant Period shall not exceed 10 per cent. of the aggregate nominal amount of the issued share capital of the Company as at the date of the passing of this Resolution and the authority pursuant to paragraph (a) of this Resolution shall be limited accordingly; and

(c)
for the purposes of this Resolution, "Relevant Period" means the period from the date of the passing of this Resolution until whichever is the earliest of:

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

(ii)
the expiration of the period within which the next annual general meeting of the Company is required by the bye-laws of the Company, the Companies Act or any other applicable law of Bermuda to be held; and

(iii)
the passing of an ordinary resolution by the shareholders of the Company in general meeting revoking or varying the authority given to the directors of the Company by this Resolution."

6.
"THAT the directors of the Company be and they are hereby authorised to exercise the authority referred to in paragraph (a) of Resolution no. 4 above in respect of the share capital of the Company referred to in sub-paragraph (bb) of paragraph (c) of such Resolution."

By order of the board of directors

Digital World Holdings Limited

Chan Tak Hung

Chairman

Hong Kong, 18 October 2001


Head office and principal place

Registered office:
of business in Hong Kong:

Clarendon House
Room 2001, 20th Floor

2 Church Street
Hong Kong Diamond Exchange Building

Hamilton HM 11
8-10 Duddell Street

Bermuda
Central


Hong Kong

Notes:

1.
A member entitled to attend and vote at the meeting convened by the above notice is entitled to appoint one or more proxy to attend and, subject to the provisions of the bye-laws of the Company, vote in his stead. A proxy need not be a member of the Company.

2.
In order to be valid, the form of proxy must be deposited together with a power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or authority, at the offices of the Company's Hong Kong branch registrars, Tengis Limited at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong not less than 48 hours before the time for holding the meeting or adjourned meeting.

3.
In relation to proposed resolutions nos. 4 and 6 above, approval is being sought from the shareholders for the grant to the directors of a general mandate to authorise the allotment and issue of shares under the Listing Rules. The directors have no immediate plans to issue any new shares of the Company other than shares which may fall to be issued under the share option scheme of the Company or any scrip dividend scheme which may be approved by shareholders.

4.
In relation to proposed resolution no. 5 above, the directors wish to state that they will exercise the powers conferred thereby to repurchase Shares in circumstances which they deem appropriate for the benefit of the shareholders. An explanatory statement containing the information necessary to enable the shareholders to make an informed decision to vote on the proposed resolution as required by the Listing Rules will be set out in a separate document to be despatched to the shareholders with the annual report for the year ended 30 June 2001.

* for identification purpose only

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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