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BUSINESS REVIEW

During the year, the Group continued to follow its established
strategies and business structure, with information technology
services, wealth management services, investment banking and
recovery of non-performing assets as our main business
directions. We maintained the provision of service as the core
of our business nature and our main source of revenue. We
conducted our principal businesses with advanced financial
concepts and management measures. The modification of
corporate governance practices with innovative concept was
carried out in the process of business development throughout
the year.

Despite the fierce competition, BJHB managed to consolidate
its competitive position in the domestic IT service market by
adopting advanced organizational structure and management
measures. While continuing to serve the major customers from
the telecommunications and finance industries during the year,
the Group also focused on extending our IT service to
government authorities and departments. As at the end of this
financial year, BJHB has provided IT services to various customers
from government authorities and large corporations, such as
China Banking Regulatory Commission, Ministry of Water
Resources, National Bureau of Statistics, State Environmental
Protection Administration, China Unicom, China Netcom, China
Telecom, Bank of China, China Everbright Bank, China
Construction Bank, the Export-Import Bank of China,
Dengxiaoping Memorial Museum and Beijing Capitel Co., Ltd,
and received wide recognition.
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Management Discussion and Analysis

As the wealth management business is at its initial stage of
development in the PRC, Plus Financial Management Services
Ltd. ("PFMS") cooperated with professional bodies and offered
certified financial planner training to more than 200 wealth
management professionals from the main branches of China
Construction Bank, the Guangdong branch of China
Construction Bank and the main branches of Agricultural Bank
of China. It also provided all rounded training courses ranging
from certified wealth management training, effective
communications, sales and marketing skill builder programs to
financial planners, customer service managers and management
personnel of various financial institutions such as different
branches of Agricultural Bank of China, Guangdong branch of
China Construction Bank, Bank of China, CITIC Industrial Bank,
China Everbright Bank and CITIC Prudential Life Insurance
Company Limited. The commencement of training business not
only brings operating revenue to the Company, but also
establishes a solid foundation for the business of PFMS in terms
of business experience and clientele. It also creates a lot more
opportunities to promote our integrated business solution to
financial institutions delivering wealth management services.

As there are very few companies that possess both the IT
know-how and wealth management expertise in the PRC, BJHB
and PFMS, the subsidiaries of the Group, jointly developed a
wealth management business solution for financial institutions.
This business solution contains eight features addressing the
concerns of: Employee Continued Training (both frontline
salespersons and back office personnel); Incentive and
Performance Assessment, Customer Relationship Management,
Product Supply Chain, Data Analysis and Data Mining. The
adoptions of this solution will substantially improve the wealth
management business performance operated by financial
institutions. The Group was given an indication of interest from
a domestic financial institution for the build-up of this business
solution. As both the reform of the domestic capital markets
and financial institutions are taking place, this business solution
is expected to be widely promoted and extensively applied by
institutional clients. The Group anticipates the sales of this
business solution will become one of our stable and recurring
operating incomes.
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FUTURE PROSPECT

The management believes that, through the continuous
prominence and organic integration of the three major core
businesses of information technology service, wealth
management by financial institutions and non-performing assets
disposal, the Group will have a broader room for business
expansion. Internationally, the impact of energy crises has been
gradually unveiled by the volatile oil prices. While such impact
leads to a great deal of uncertainties in respect of energy
exploitation, consumption, control and fighting, it implies the
existence of tremendous opportunities. Against the unparalleled
shareholders’ background, the Group’s business development
capability and leading business management model, the Group
shall play a decisive role in the scenario. The Group is monitoring
closely the latest trends and dynamic of global politics and
economy and will consider, at appropriate time, turning the
opportunity into business.

FINANCIAL RESULTS

In the financial year ended 31 March 2005, the Group recorded
a turnover of HK$137,280,000 compared to HK$163,116,000
in the preceding financial year, a decrease of HK$25,836,000
or 15.8 percent.

The revenue shortfall was consistent across the Group's
operating divisions: sales and integration service, maintenance
service and, contract service, due to the close functional link
among them. The significant decline in turnover was the direct
consequence of the major reorganization initiated in the late
autumn of 2003. The reorganization was a strategic decision
to enable the divisions to respond to clients’ demand faster

and in a more cost effective manner.

Gross margin generated for the financial year ended 31 March
2005 amounted to HK$34,065,000, or 24.8 percent, compared
with HK$27,721,000 and 17.0 percent, respectively, in the
preceding financial year. Loss attributable to shareholders for
the year was HK$13,738,000, compared with a loss of
HK$28,291,000 last year, a notable improvement.
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

As at 31 March 2005, the Group had net current liabilities of
approximately HK$33,587,000, compared to the net current
liabilities of approximately HK$39,303,000 as at 31 March 2004.

As at 31 March 2005, the Company had outstanding convertible
bonds amounted to US$1,800,000 (equivalent to approximately
HK$14,040,000), of which the maturity date is to be agreed
by both parties.

The Group’s total borrowings amounted to approximately
HK$41,867,000 (2004: HK$42,879,000). The total borrowings
will be due as to approximately HK$22,881,000 (2004:
HK$40,403,000) repayable within one year, as to approximately
HK$18,986,000 (2004: HK$2,476,000) repayable between two
to five years.

The Group had bank balances and cash of approximately
HK$4,826,000 as at 31 March 2005 (2004: HK$6,750,000).

As at 31 March 2005, the Group’s current ratio of current
assets to current liabilities, was 0.82 (2004: 0.76) and the
gearing ratio, as a ratio of total liabilities to total assets, was
1.13 (2004: 1.07).

The Group had limited exposure to foreign exchange rate
fluctuations as most of its transactions, including borrowings,
were mainly conducted in Hong Kong dollars, US dollars or
Renminbi and the exchange rates of these currencies were
relatively stable throughout the year.

PLEDGE OF ASSETS

Details of pledge of assets of the Company are set out in note
29 to the financial statements.
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EMPLOYMENT AND REMUNERATION POLICIES

As at 31 March 2005, the Group had approximately 143 (2004
120) employees. Total staff costs (including directors’
emoluments) incurred during the year amounted to
approximately HK$15.1 million (2004: HK$17.8 million).
Remuneration packages are generally structured by reference
to market terms and individuals merits. Salaries are normally
reviewed and bonuses paid on an annual basis based on
performance appraisals and other relevant factors. Staff benefit
plans maintained by the Group include mandatory provident
fund scheme, share option scheme and medical insurance.
The Company has a share option scheme (the “Scheme”)
whereby the Board may at its absolute discretion, grant options
to employees and executive directors of the Company and any
of its subsidiaries to subscribe for shares of the Company. The
subscription price, exercisable period and the maximum number
of options to be granted are determined in accordance with
the terms of the Scheme. Details of the Scheme are set out in
note 26 to the financial statements.

LITIGATION

Details of the legal actions are set out in note 32 to the financial
statements.
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