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The directors present their annual report and the audited financial statements of the
Company and its subsidiaries (hereinafter collectively referred to as the “Group”) for the
year ended 30 June 2002.

Principal Activities

The Company is an investment holding company. Its subsidiaries are principally engaged
in sales of general systems products, provision of services and software licensing, leasing
of systems products and investments in e-commerce projects.

Results

The results of the Group of the year ended 30 June 2002 are set out in the consolidated
income statement on page 15 and in the accompanying notes to the financial
statements. The directors do not recommend the payment of a dividend and propose
that the profit for the year be retained. Movements of the accumulated profits are set out
in note 28 to the financial statements.

Share Capital
Details of movements in the share capital of the Company during the year are set out in
note 27 to the financial statements.

Reserves
Details of movements in the reserves of the Group and the Company during the year are
set out in note 28 to the financial statements.

The Company’s reserves available for distribution represent the special reserve and
accumulated profits. In accordance with the Company’s Articles of Association, dividends
can only be distributed out of the accumulated profits of the Company of HK$12,685,000.

Property, Plant and Equipment

During the year, the Group acquired additional property, plant and equipment of
approximately HK$11.6 million to expand its continuing business. Details of movements
in property, plant and equipment of the Group during the year are set out in note 10 to
the financial statements.

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

Executive directors:
Paul Kan Man Lok
Sunny Lai Yat Kwong
Henry Fung Kin Leung
Michael Walker

(appointed on 25 October 2002)
(resigned on 25 October 2002)

Non-executive directors:
Leo Kan Kin Leung

Prof. Liang Xiong Jian*
Prof.Ye Pei Da*

Frank Bleackley*

Poon Shun Kwok*

Ronald Chow Mei Tak*

(appointed on 9 July 2001)
(appointed on 30 November 2001)
(appointed on 30 November 2001)
(retired on 30 November 2001)
(retired on 30 November 2001)

*  Being independent non-executive directors
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Directors and Service Contracts - Continued

In accordance with Article 87 of the Company’s Articles of Association, Mr. Leo Kan Kin
Leung and Mr. Sunny Lai Yat Kwong retire by rotation and, being eligible, offer
themselves for re-election.

No directors being proposed for re-election at the forthcoming annual general meeting
has a service contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of compensation other
than statutory compensation.

The non-executive directors have been appointed for a term subject to retirement by
rotation as required by the Company’s Articles of Association.

Share Options and Directors’ Rights to acquire Shares or
Debentures

The Company, its ultimate holding company, Champion Technology Holdings Limited
(“Champion”),and a fellow subsidiary, DIGITALHONGKONG.COM, each has an executive
share option scheme under which employees, including executive directors, of the
Company, Champion, DIGITALHONGKONG.COM or any of their subsidiaries may be
granted options to subscribe for shares in the Company, Champion and
DIGITALHONGKONG.COM respectively.

(i) The Company
Under the Company'’s share option scheme (the “Share Option Scheme”) which was
adopted at a general meeting of the Company on 20 December 1996, 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 more than ten years from the date of issue of the
relevant options. The subscription price is equal to 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 as stated in the daily quotations sheet of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) for the five trading days immediately preceding the
date of grant. The maximum number of shares in respect of which options may be
granted under the Share Option Scheme shall not exceed 10% of the share capital of
the Company in issue from time to time (except any shares issued pursuant to the
Share Option 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 Share
Option Scheme. Unless otherwise terminated or altered, the Share Option Scheme
will remain in force for a period of ten years from the date of adoption.

As the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) relating to the Share Option Scheme were
amended on 1 September 2001, share option can be granted under the Share
Option Scheme, provided that the existing Listing Rules on share option scheme are
complied with.

No share option was granted by the Company and outstanding during the year.
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Share Options and Directors’ Rights to acquire Shares or
Debentures - Continued

(i)

Champion

Champion has an executive share option scheme which enables the directors of
Champion to grant options to directors and employees, for the primary purpose of
providing incentives to their employees, to subscribe for shares in Champion.The
share options granted by the Champion are exercisable at any time for a period as it
may be determined by its directors. 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. As the Listing Rules relating to share
option schemes were amended on 1 September 2001, share option can be granted
under these share option schemes provided that the existing Listing Rules on share
option schemes are complied with.

BERADFESHEL 2 BREFFN A summary of the movements of share options granted by Champion to the
T directors of the Company are as follows:
Options shares (adjusted as appropriate)
BRERSRZBRD (BEHEEAE)
Adjustment
Outstanding Adjustment on con- Lapsed Outstanding
Exercise at on bonus solidation during at
Directors Exercisable period price 1.7.2001 issue# of share* the year  30.6.2002
R-ZB-F RZBBZE
tA—-H HARES HEBEaH ~A=tH
EERkE T R ARITHE AR fEH AR~ FREH AT
HKS
BT
Sunny Lai Yat Kwong 30.4.1999 to 29.4.2002 0.08664# 15,000,000 15,000,000 - (30,000,000) -
RAKX —ANNEHA=+RE
“ZZ-FMA=+hH
8.2.2000 to 7.2.2003 5.82#* 1,000,000 1,000,000 (1,920,000) - 80,000
“ZETF-_AN\HZE
ZZT=F"A+A
Leo Kan Kin Leung 30.4.1999 to 29.4.2002 0.08664# 15,000,000 15,000,000 - (30,000,000) -
HER “WANENA=THZE
“ZZ-FMA=+hH
8.2.2000 to 7.2.2003 5.82#* 1,000,000 1,000,000 (1,920,000) - 80,000
—ZTEF-_A)\RZE
“ZT=F"A+tA
32,000,000 32,000,000 (3,840,000)  (60,000,000) 160,000
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Share Options and Directors’ Rights to acquire Shares or
Debentures - Continued

(ii) Champion - Continued

#  The number of share options and the corresponding exercise prices have been adjusted as a
result of bonus issue of Champion’s shares on the basis of one share for every share then held
by the shareholders of Champion on 19 December 2001.

* The number of share options and the corresponding exercise prices have been adjusted as a
result of consolidation of 25 shares of Champion of HK$0.10 each into 1 share of HK$2.50 each
and thereafter reduction of the nominal value of each of issued and unissued shares of
Champion from HK$2.50 each to HK$0.10 each on 4 May 2002.

(iii) DIGITALHONGKONG.COM
The share options granted by DIGITALHONGKONG.COM are exercisable at any time
for a period as may be determined by its directors, which shall be not less than three
years and not more than ten years from the date of issue of the relevant options.The
subscription price of the option shares is the higher of the nominal value of the
shares, an amount which is the closing price per share on the date of grant and an
amount which is 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 DIGITALHONGKONG.COM to directors of the Company since its adoption.

Other than the share options described above, at no time during the year was the
Company, its holding company, any of its fellow subsidiaries or subsidiaries a party to any
arrangement to enable the directors of the Company to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body corporate and
none of the directors, or their spouses and 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.

Directors’ Interests in Securities

At 30 June 2002, the interests of the directors and their associates in the securities of the
Company and its associated corporations as recorded in the register maintained by the
Company pursuant to Section 29 of the Securities (Disclosure of Interests) Ordinance (the
“SDI Ordinance”) were as follows:

Number Number
(i) Securities of the Company of shares of warrants
;278 8= ] REREERE

Name of director

Paul Kan Man Lok Note 1 ff£F1 _
Sunny Lai Yat Kwong - -
Henry Fung Kin Leung - _
Michael Walker - -
Leo Kan Kin Leung - -
Prof. Liang Xiong Jian - -
Prof.Ye Pei Da - _
Frank Bleackley - -
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Directors’ Interests in Securities - Continued

(ii) Securities of Champion

Name of director

Paul Kan Man Lok
Sunny Lai Yat Kwong

Henry Fung Kin Leung

Michael Walker
Leo Kan Kin Leung

Prof. Liang Xiong Jian

Prof.Ye Pei Da
Frank Bleackley

Number
of shares
;208 4=

Note 2 ffi 52

(iii) Securities of DIGITALHONGKONG.COM

Name of director

Paul Kan Man Lok
Sunny Lai Yat Kwong

Henry Fung Kin Leung

Michael Walker
Leo Kan Kin Leung

Prof. Liang Xiong Jian

Prof.Ye Pei Da
Frank Bleackley

Notes:

Note 3 Ffi7E3

11

Number
of warrants
REREEsE

Note 2 Hff7E2

1. 1,265,940,702 shares were held by Champion and 399,084,420 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 2002, Lawnside had interests in approximately 40% of the
entire interest of Champion and was accordingly deemed to have an interest in these shares
which were owned by Champion.These are classified as other interests under the Listing Rules.

2. 227,901,601 shares and 1,043,056,835 warrants were held by Lawnside.The warrants issued by
Champion will expire on 6 January 2003.These are classified as other interests under the Listing

Rules.

3. 117,300,000 shares were held by Champion and 2,669,171 shares were held by Lawnside. These
are classified as other interests under the Listing Rules.

Save as disclosed above and other than certain nominee shares in subsidiaries held by
directors in trust for the Company or its subsidiaries, none of the directors or any of their
associates had any interest in the securities of the Company or any of its associated
corporations as defined in the SDI Ordinance as at 30 June 2002.
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Directors’ Interests in Contracts and Connected Transactions
During the year ended 30 June 2002, the Group had transactions with Champion or its
subsidiaries as follows:

HK$’000

Nature of transactions THET
Fees paid by the Group to Champion and its subsidiaries for the provision

of office premises and facilities,and management services 1,200
Purchases of telecommunications equipment by the Group from subsidiaries

of Champion 214
Sales of pagers and equipment by the Group to subsidiaries

of Champion 128
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In the opinion of the independent non-executive directors of the Company, the above
transactions were carried out in the usual course of business and on normal commercial
terms.

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

Substantial Shareholders

As at 30 June 2002, the register of substantial shareholders maintained under Section
16(1) of the SDI Ordinance showed that, other than the interests disclosed above under
directors’interests in securities, the Company has not been notified of any interests
representing 10% or more of the Company’s issued share capital.

Convertible Securities, Options, Warrants or Similar Rights
The Company had no outstanding convertible securities, options, warrants or other
similar rights as at 30 June 2002 and there was no exercise of convertible securities,
options, warrants or similar rights during the year.

Purchase, Sale or Redemption of the Company’s Listed
Securities

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

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.
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Major Customers and Suppliers

For the year ended 30 June 2002, the aggregate amount of turnover and purchases
attributable to the Group’s five largest customers and suppliers respectively represented
less than 30% of the Group's total turnover and purchases.

Corporate Governance
The Company has complied throughout the year with the Code of Best Practice as set out
in Appendix 14 of the Listing Rules.

The Company'’s audit committee formerly comprised Messrs. Poon Shun Kwok and Ronald
Chow Mei Tak and they resigned as members of the audit committee on 30 November
2001. Mr. Leo Kan Kin Leung, Prof. Liang Xiong Jian and Prof. Ye Pei Da were appointed as
members of the audit committee on the same day.

Auditors
A resolution will be proposed at the annual general meeting to re-appoint Messrs.
Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Paul KAN Man Lok
CHAIRMAN

Hong Kong

25 October 2002



