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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 2003.

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 AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2003 are set out in the
consolidated income statement on page 21 and in the accompanying notes to the
financial statements. The directors recommend the payment of a final dividend of
HKO0.60 cents per share in scrip form, with a cash option, and propose that the
balance of the profit for the year be retained. Movements of the accumulated
profits are set out in note 32 to the financial statements.

SHARE CAPITAL
Details of the share capital of the Company are set out in note 30 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 32 to the financial statements.

The Company'’s reserves available for distribution represent the aggregate of
dividend reserve, 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$14,529,000.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired additional property, plant and equipment of
approximately HK$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 11 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:
Mr. Paul Kan Man Lok
Mr. Lai Yat Kwong
Mr. Fung Kin Leung
Mr. Michael Walker

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

Non-executive directors:
Mr. Leo Kan Kin Leung
Prof. Liang Xiong Jian *
Prof. Ye Pei Da *

Mr. Frank Bleackley *

Prof. Julia Tsuei Jo * (appointed on 24 October 2003)

*  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, Prof. Ye Pei
Da and Mr. Frank Bleackley 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 share option schemes under which eligible persons, including 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
On 20 December 1996, the Company adopted the share option scheme (the
“Old Scheme”). No share option was granted by the Company under the Old
Scheme since its adoption. Particulars of the Old Scheme are set out in note
31 to the financial statements.

On 29 November 2002, the Company approved the termination of the Old
Scheme and adopted the new share option scheme (the “New Scheme”)
which will expire on 28 November 2012 in order to comply with the terms of
the new Chapter 17 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing
Rules”). No share option was granted by the Company under the New
Scheme. Particulars of the New Scheme are set out in note 31 to the financial
statements.

(i) Champion
On 29 July 1992, Champion adopted a share option scheme (the “Old
Champion Option Scheme"”) which enabled 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.
Under the Old Champion Option Scheme, the share options granted by
Champion were exercisable at any time for a period as it may be determined
by its directors. Options granted were exercisable within ten years from the
date of grants, where the acceptance date should not be later than 21 days
after the date of offer. The subscription price of the option shares was the
higher of the nominal value of the shares and an amount which was 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. Options granted
under the Old Champion Option Scheme prior to its cessation which had not
been fully exercised remained valid until such time that such options were fully
exercised or had lapsed. The scheme expired on 29 July 2002.
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On 29 November 2002, Champion adopted a new share option scheme (the
“New Champion Option Scheme”) in order to comply with the terms of the
new Chapter 17 of the Listing Rules. The purpose of the New Champion
Option 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 Champion. Under the New Champion Option Scheme, the
directors may grant options to any directors, employees, consultants, advisors
in respect of business, operation, management, technology, legal, accounting
and financial matters of the Company, its subsidiaries or affiliates or any
discretionary trust whose discretionary objects include the aforesaid persons
or a company beneficially owned by the aforesaid persons as well as
customers and suppliers of Champion, to subscribe for shares of Champion.
The share option granted by Champion is exercisable at any time for a period
as it may be determined by its directors. Options granted are exercisable
within ten years from the date of grant, where the acceptance date should not
be later than 21 days after the date of offer. The subscription price (subject to
adjustment as provided therein) of the option shares under the New
Champion Option Scheme is equal to the higher of (i) the nominal value of the
shares; (ii) the closing price per share as stated in the Stock Exchange's daily
quotation sheet on the date of grant, which must be a business day and (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. No share option under the New Champion Option Scheme was granted
by Champion to directors of the Company since its adoption.

A summary of the movements of share options granted by Champion to the
directors of the Company under the Old Champion Option Scheme is as
follows:

Options shares

IBIRHERT S R 2 R 6
Outstanding Lapsed  Outstanding
Exercise at during at
Directors Exercisable period price 1.7.2002 the year 30.6.2003
RZBBZF R-BB=F
tH—H ~A=+H
= 1TIEH TiEE il R AT 8 FERKRYK i8 RAT
HK$
T
Mr. Lai Yat Kwong 8.2.2000 to 7.2.2003 5.82 80,000 (80,000) -
REXELE —EEEF_A/ABE
—ZTT=F=-A+tH
Mr. Leo Kan Kin Leung 8.2.2000 to 7.2.2003 5.82 80,000 (80,000) -
AR REE —ZETTF-_ANEZE
—EE=F_"H+H
160,000 (160,000) -
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SHARE OPTIONS AND DIRECTORS' RIGHTS TO ACQUIRE SHARES OR

DEBENTURES - Continued

(iii) DIGITALHONGKONG.COM
On 27 March 2000, DIGITALHONGKONG.COM adopted a share option
scheme (the "Old DHK Option Scheme”). Under the Old DHK Option Scheme,
options granted by DIGITALHONGKONG.COM are exercisable at any time
during a period as it may be determined by the directors of
DIGITALHONGKONG.COM, 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, 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 business
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 under the Old DHK Option Scheme.

On 29 November 2002, DIGITALHONGKONG.COM approved the termination
of the Old DHK Option Scheme and adopted a new share option scheme (the
“New DHK Option Scheme”) in order to comply with the terms of new
Chapter 23 of the Rules Governing the Listing of Securities on the Growth
Enterprise Market of the Stock Exchange. The purpose of the New DHK
Option 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 DIGITALHONGKONG.COM. Under the New DHK Option
Scheme, the directors may grant options to any directors, employees,
consultants, advisors in respect of business, operation, management,
technology, legal, accounting and financial matters of the Company, its
subsidiaries or affiliates or any discretionary trust whose discretionary objects
include the aforesaid persons or a company beneficially owned by the
aforesaid persons as well as customers and suppliers of
DIGITALHONGKONG.COM, to subscribe for shares of
DIGITALHONGKONG.COM. Options granted by DIGITALHONGKONG.COM
are exercisable at any time within ten years from the date of grant. The
subscription price of the option shares is the higher of (i) the nominal value of
the shares; (ii) the closing price of the shares on the date of grant and (iii) the
average closing price of the shares on the five business days immediately
preceding the date of grant. No share option under the New DHK Option
Scheme 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.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES

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

Name of director

EEng

Mr. Paul Kan Man Lok
€ St

Mr. Paul Kan Man Lok
€ St

Mr. Paul Kan Man Lok
€ St

Notes:

Capacity
St

The person who sets up

the discretionary trust and

a discretionary object of the trust
DRIZERETNALRZETZ
HEh—ZR#A

The person who sets up

the discretionary trust and

a discretionary object of the trust
DRIZERETNALRZETZ
HEh—ZR#A

The person who sets up

the discretionary trust and

a discretionary object of the trust
DRIZERETNALRZETZ
HEh—ZR#A

Number
of shares

KHEE

Note 1
FiizE

Note 2
MiizE2

Note 3
MizE3

Number
of warrants

BREEYNE

Note 2
MiizE2

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 2003, Lawnside held approximately 35.8% of the entire
issued share capital of Champion and was accordingly deemed to have an interest in these
shares which were owned by Champion.

2. 237,923,303 shares and 43,910,604 warrants were held by Lawnside. The warrants issued by
Champion will expire on 12 January 2004.

3. 117,300,000 shares were held by Champion and 2,669,171 shares were held by Lawnside.

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 or short position in the securities,
underlying shares or debentures of the Company or any of its associated

corporations as defined in Part XV of the SFO as at 30 June 2003.
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DIRECTORS’ INTERESTS IN CONTRACTS AND CONNECTED TRANSACTIONS
During the year ended 30 June 2003, the Group had transactions with Champion
or its subsidiaries as follows:

Nature of transactions HK$'000
TR
Fees paid by the Group to Champion and its subsidiaries
for the provision of office premises and facilities, and
management services 1,440
Sales of pagers and equipment by the Group to subsidiaries
of Champion 47
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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. Details of connected transactions are set out in note 39 to the
financial statements.

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 2003, the register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO showed that, other than the
interests disclosed above under directors’ interests and short positions in
securities, the Company has not been notified of any interests representing 5% 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 2003 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.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 30 June 2003, 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.
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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.

On behalf of the Board

Paul KAN Man Lok

24 October 2003

The Company’s audit committee comprised of Mr. Leo Kan Kin Leung, Prof. Liang
Xiong Jian, Prof. Ye Pei Da and Prof. Julia Tsuei Jo.

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