
 
 

 
 

chinadotcom Achieves US GAAP Profitability for Q4 2002 
 
chinadotcom’s Q4 2002 Results Highlights: 
 
• Net income in Q4 2002 under US GAAP was US$1.2 million compared to a net loss of 

US$3.3 million in Q3 2002  
 

• The results of our continuing operations, after excluding the discontinued operations:  
 
- Revenue rose 2% to US$15.7 million versus Q3 2002 

 
- Gross margin improved to 34% as compared to 32% in the previous quarter 

 
- Q4 2002 SG&A fell firmly to single digits of US$7.2 million, a 39% drop quarter-to-quarter 
 

• The company continued to execute its software strategy to move up the value curve through 
investments in software-related business and through entering strategic partnerships with 
leading software vendors such as Vignette, Best Software and Human Concepts 
 

• The company continued to develop its China-based technology services group into a low-
cost outsourcing solution for global clients and acquired Praxa Limited (“Praxa”) with an eye 
toward moving client development into China 
 

• The company balance sheet remained strong with US$377 million in net cash and cash 
equivalents including marketable debt securities 

 
 
[Hong Kong, February 13, 2003]  chinadotcom corporation (NASDAQ: CHINA; Website: 
www.corp.china.com), a leading integrated enterprise solutions company in Asia, today 
announced its financial results for the fourth quarter and full year ending December 31, 2002 
under US GAAP.  The company reported a US GAAP net income of US$1.2 million for Q4 2002 
compared to a US$3.3 million loss for Q3 2002.  
 
For the continuing operations in Q4 2002, after excluding results from discontinued operations:  
revenues increased by approximately 2% to US$15.7 million from US$15.5 million in Q3 2002. 
For Q4 2002, gross margins were 34%, up from 32% in Q3 2002 and gross profit in Q4 2002 
was US$5.4 million, up from US$5.0 million in Q3 2002. SG&A expenses reduced 39% in Q4 
2002 to US$7.2 million versus US$11.8 million in Q3 2002, in line with the company guidance.  
 
The results from continuing operations on a full year basis:  revenues for 2002 were US$59.3 
million versus US$64.5 million in 2001, a decline of 8%, in line with company guidance. Overall 
gross margins in 2002 were 34% versus 37% in 2001 and 2002 SG&A was US$38.0 million 
versus US$87.9 million SG&A in 2001, a 57% improvement. Operating loss in 2002 was 
US$29.7 million versus 2001 levels of US$133.6 million. Net loss in 2002 was US$11.6 million 
versus 2001 levels of US$118.2 million, a year over year improvement of 90%. Including 
discontinued operations, net loss was US$18.2 million in 2002 versus US$124.4 million in 2001. 
2002 overall loss per share was US$0.18 and in 2001, it was US$1.21.  
 

http://www.corp.china.com/
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 “We are pleased to report a milestone quarter, with US GAAP profitability and the best 
operating performance since the company’s public offering in 1999,” said Daniel Widdicombe, 
Chief Financial Officer of chinadotcom corporation. “In the difficult market conditions of the past 
2 years, we’ve managed expenses, realigned revenue streams and are now better positioned as 
we enter into 2003 from a much healthier platform.”  
 
The information presented in the results highlights herein should be read in conjunction with the 
more detailed financial statements included at the end of this press release.  
 
Continued momentum in many aspects of our software strategy 
 
After the conclusion of the quarter, the company signed a Master Developer Agreement with 
Best Software, Inc, the manufacturer of the “Platinum for Windows” products including the 
BatchMasterPFW suite for Process Manufacturers. This agreement will provide the company 
access to the source code of Best Software products which it distributes in the Greater China 
region. The company is the only international Best Software distributor to be selected to join this 
program. In addition, under this agreement, CDC Software will own the IP (intellectual property) 
rights relating to the Customized Program Modules developed by the company. 
 
Vignette Corporation appointed the company as a master distributor in Greater China. The 
company will manage the sales channel for Vignette and provide training, and sales and 
customer support across the Greater China region. CDC Software will build on chinadotcom's 
position as the largest Vignette solutions channel partner in the region and its proven track 
record implementing Vignette applications in Greater China and the Asia Pacific region. 
 
The company signed a strategic technology licensing and distribution alliance with 
HumanConcepts, a market leader of industry-leading tools in visualizing organizational structure 
and changes. The key provisions include: 1) OrgPlus™ will become an essential component to 
the company’s product suite -- PowerHRP, 2) the company has been appointed as the exclusive 
master distributor, 3) the company will fully localize OrgPlus to meet the requirements of 
Chinese users for both simplified and traditional Chinese characters, and 4) the company will 
establish a call center providing telephone and online support to OrgPlus users. 
 
The company was awarded a Software and Service Master Purchase Agreement with Shangri- 
La Hotel Group in China. Under the MPA, Shangri-La hotels in China will adopt PowerHRP 
(Human Resources & Payroll) and PowerATS (Attendance Tracking System) as their back-end 
human resources management and payroll software. As part of the agreement, the company will 
provide a comprehensive maintenance and support plan as well as training and implementation 
services to Shangri-La in China.  
 
The company also secured a strategic technology alliance with a major US-based travel sector 
software firm. The newly bundled, jointly-marketed software is designed to offer seamless 
business intelligence and reporting from both the front- and back-end office of a hotel’s 
operations. 
 
At the conclusion of Q4 2002, the company continued to expand its channel partnership network 
by appointing 10 Value-Added Resellers (VAR) for certain software products. These companies 
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will resell and recommend both chinadotcom's self developed and partner software products to 
their clients. 
 
Finally, earlier in the quarter, the company established a strategic relationship with Sagent 
Technology, Inc., a leading provider of enterprise business intelligence solutions, with a view to 
developing operational initiatives going forward. 
 
Building a low-cost China-based outsourcing service for global clients 
 
Through 2002, the company has stabilized its e-solutions business by scaling operations in an 
effort to match its revenue opportunity in Asia Pacific. The company has formed deeper 
relationships with existing clients like Northwest Airlines, KLM and Bank of China/Prudential.  
 
The company has been successful in recent quarters in offering price competitive services to 
clients managed through offices in UK, US and Hong Kong in conjunction with development 
from its low-cost China-based outsourcing center. The company has been winning work over 
numerous multi-national IT services companies, clients include UK’s Department of Trade and 
Industry, Cathay Pacific and the Hong Kong Housing Authority. 
 
With this operational trend emerging, the company acquired Praxa Limited (“Praxa”), an 
Australian IT professional services organization with a 21-year operating history. The company 
gains Praxa’s strong capabilities in the Microsoft .NET products space as well as the potential 
distribution of the company’s software products into the Australian marketplace. With Praxa, the 
company hopes to achieve potential margin improvement by moving fixed cost and contracted 
work to its low-cost China-based outsourcing center. As a result, Praxa is expected to be more 
cost competitive in future bids and offer a wider range of services than previously available. 
 
 “In this, the first full quarter after our repositioning strategy was announced, we’ve made early 
strides by signing several master distributorship agreements, making investments in 
technologies that are ripe for the region and establishing a reseller network,” commented Peter 
Yip, Chief Executive Officer of chinadotcom corporation. “While our software and outsourcing 
strategy is in its early stages, we’re encouraged by progress to date and look forward to the co-
development of Intellectual Property with global software makers like Best Software for the 
China marketplace. With our change in operating focus, integration of acquisitions, and strict 
cost management, the company strives toward sustained profits in the long term." 
 
Other Developments 
 
Technology services revenues from continuing operations rose 16% quarter on quarter as the 
group continued to make progress building the base of long-term, recurring work derived from 
application outsourcing, government services, and software implementation and support 
businesses. Gross margins improved to 40% up from 36% in Q3 2002 reflecting the on-going 
focus on higher margin business. 
 
In the marketing and media area revenues from continuing operations rose 3% quarter on 
quarter, although gross margins fell slightly to 30% in Q4 2002 from 31% in Q3 2002.  CDC will 
continue to exit the lower-margin segments of the marketing operations if they do not produce 
positive returns going forward. The higher-margin area of the business is focused in proprietary 



 
 

 
 

 4 

marketing data mining services, leveraging off its existing Australian marketing properties. The 
current strategy involves development and enhancement of the existing proprietary marketing 
databases, low cost extension into recurring subscription based data services and solidification 
of existing sales channel relationships.  
 
In the portal operation the company has managed expenses broadly in line with revenues, and 
is focusing on improving the contribution from non-advertising revenues and is currently 
exploring initiatives that include the potential introduction of games and SMS-related content. 
 
As part of the company’s US$20 million share repurchase program announced in September 
2001, to date the company has repurchased approximately 6.23 million shares of common stock 
for an aggregate purchase value of US$15.6 million, completing approximately 78% of the 
announced repurchase program. Of the above repurchase amounts, the company repurchased 
nearly 4.5 million shares of common stock from New World Infrastructure Limited and its wholly-
owned subsidiary, Modern Links Limited (collectively, "NWI"). The company's repurchases to 
date have ranged from US$1.92 to US$3.24 per share. 
 
In addition, the company noted that certain of its senior management, including both the 
Executive Chairman and the Chief Executive Officer, have beneficially purchased an aggregate 
of approximately 4.9 million shares of chinadotcom common stock since the middle of 2002. 
These purchases were done in accordance with regulatory limitations in both the open market 
and from NWI. At this time, it is the company's understanding that NWI, formerly one of the 
company's larger shareholders, has sold its entire shareholdings in chinadotcom. 
 
Currently, chinadotcom has approximately 99 million common shares outstanding. Depending 
on market conditions and other factors, repurchases may be made from time to time in the open 
market and in negotiated transactions, including block transactions, and may be discontinued at 
any time.  
 
“I am pleased with the company’s move into US GAAP profitability and very encouraged by the 
initial progress made in the company’s software and outsourcing strategies, ” said Raymond 
Ch’ien, Executive Chairman, “In the post-WTO era whereby Chinese enterprises embark on  
upgrading networks and systems to international standards, we look forward to capitalizing on 
the opportunity that China now represents in the software and outsourcing space. In addition, we 
are an active proponent of the Chinese government’s efforts in IT-related education and expect 
to see benefits to our business as we work with the government implementing global software 
development standards.” 
 
Conference Call 
 
chinadotcom will hold a conference call to review its fourth quarter 2002 earnings and operations 
at 9:00 am on February 13, 2003 Hong Kong time. Investors can call at that time to US Toll Free: 
800-365-8460 or Hong Kong Number: 852-2258-4002; the passcode is Q4 CHINA;   
alternatively the conference call can be heard on the Internet at 
[http://webcast.ibeam.com/starthere.asp?pres=21334 ]. For those unable to listen to call in or 
listen to the live broadcast via the web, a replay will be available after the call at 
www.corp.china.com. 
 

http://webcast.ibeam.com/starthere.asp?pres=21334
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About chinadotcom corporation 
 
chinadotcom corporation (NASDAQ: CHINA; Website: www.corp.china.com) is a leading 
integrated enterprise solutions company offering technology, marketing and media services for 
companies throughout Greater China and the Asia-Pacific region, the US and the UK.  The 
companies under the chinadotcom group have extensive experience in several industry groups 
including finance, travel and manufacturing, and in key business areas, including e-business 
strategy, packaged software implementation, precision marketing and supply chain management. 
chinadotcom leverages this expertise with alliances and partnerships to help drive innovative 
client solutions. 
 
A separate software unit, CDC Software, has been established to spearhead the company's 
strategy to move up the value curve in the software services and products area.  It focuses on 
building up the company’s IP assets base, establishing partnerships with software vendors and 
broadening its overall software product offerings in the areas of enterprise solutions and 
integration. It currently has over 1,000 installations and 600 customers in the Asia Pacific region.  
 
For more information about chinadotcom corporation, please visit www.corp.china.com. 
 
Cautionary Note Regarding Forward-Looking Statements 
 
This release contains forward-looking statements that involve risks and uncertainties, including those relating to the company’s ability 
to successfully transition its operations to its focus to grow its software business and accomplish its software objectives, sustain its 
revenues, make progress in its financial results, reduce its cash usage from existing operations, migrate to higher margin services and 
reach breakeven or profitability. All statements other than statements of historical fact, including those with respect to the company’s 
goals, plans, prospects and strategies are forward-looking statements. The following factors and uncertainties, among others, could 
cause actual results to differ materially from those described in the forward-looking statements: (a) the ability to realize our strategic 
objectives by taking advantage of market opportunities in its geographic markets; (b) the ability to make changes in business strategy, 
development plans and product offerings to respond to the needs of our current, new and potential customers, suppliers and strategic 
partners; (c) the ability to integrate its operations or new acquisitions in accordance with its business strategy; (d) the effects of our 
restructurings and the ability to successfully support our operations; (e) the potential negative reaction by our customers or our 
shareholders to our reduced size or market capitalization; (f) the ability to recruit and retain qualified, experienced employees; (g) the 
ability to successfully partner with other companies; (h) the ability to acquire additional companies and technologies and manage an 
increasingly broad range of businesses; (i) negotiations of claims with, and reduced importance of, certain of its shareholders and 
existing operations; (j) the ceasing of funding to certain business units who do not meet stated objectives and the consequent related 
ramifications thereof; (k) risks associated with the development and licensing of software generally, including potential delays in 
software development and technical difficulties that may be encountered in the development or use of our software; (l) increased 
global competition; (m) manage regulatory and litigation risks; (n) the ability to rationalize its operations in a cost effective manner, 
particularly as related to certain subsidiaries and employees; (o) technological changes and developments; (p) general risks of the 
Internet, marketing and software sectors; and (q) the uncertain economic and political climate in Asia, the United States and 
throughout the rest of the world and the potential that such climate may deteriorate further. 
 
As the company continues its evolution towards a long term software and services strategy, the role of its current or former material 
shareholders is no longer, and is not expected to be, material or strategic to the company's operations or results and therefore, 
increases the likelihood that these material shareholders will seek to materially reduce their holdings in chinadotcom shares.  In the 
process of exiting or reducing its current or former operations, the company has engaged in negotiations with many of its material 
shareholders to resolve various respective claims which necessarily strain its relationship with these material shareholders. These 
negotiations could result in liabilities, arbitration, litigation, settlement or unfavorable publicity, any of which could divert significant 
amounts of the company's management time and other corporate resources. The current and former material shareholders of note 
are AOL Time Warner Inc., a subsidiary of Xinhua News Agency and 24/7 Real Media, Inc. 
 
The company hold an 81% interest in hongkong.com Corporation which is a separate publicly traded entity on the Hong Kong Growth 
Enterprise Market with its own distinct business model that is focused on broadening its media assets.   
 
For a detailed discussion of these and other cautionary statements that could affect the company’s business and financial results, 
please refer to the risk factors discussed in filings with the U.S. Securities and Exchange Commission (SEC), including but not limited 
to the company's Annual Report on Form 20-F and its other SEC filed reports. All documents also are available from chinadotcom’s 
corporate web site at www.corp.china.com. Notwithstanding changes in the above listed factors or any others that may affect the 

http://www.corp.china.com/
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company’s forward-looking statements that may occur in the interim, the company does not expect to update its forward-looking 
statement included in this release until the release of its next quarterly earnings announcement; however, chinadotcom reserves the 
right to update the full forward-looking statement or any portion thereof at any time for any reason.  

 
For further information, please contact: 
 
Media Relations 
 
Jane Cheng, Public Relations Manager 
Tel : (852) 2961 2750 
Fax : (852) 2571 0410 
e-mail : jane.cheng@hk.china.com 
 
Investor Relations 
 
Craig Celek, US, VP, Investor Relations 
Tel : 1 (212) 661 2160 
Fax : 1 (973) 591 9976 
e-mail : craig.celek@us.china.com 
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