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Company Profile
NI I

Digital China Holdings Limited (“Digital China” or the “Company”; Stock Code:
00861) is a leading integrated IT services provider in China. Digital China was
listed on the main board of The Stock Exchange of Hong Kong Limited on 1
June 2001 following a spin off from the Legend Group. It focuses on providing
customers with sophisticated and applicable IT solutions, driving technological
innovations for work and life and enhancing the digitalization process in China.
In order to achieve these goals, the Company is striving to become the premier
IT services provider with the most comprehensive services for a majority of

Chinese users.

Digital China focuses on eight major business segments in the China market:
IT Planning, Business Process Outsourcing, Application Development,
System Integration, Hardware Infrastructure Services, Maintenance, Hardware
Installation, Distribution and Retail. A full range of IT services are available to

industry clients, large enterprises, SMEs and individual consumers.

Headquartered in Beijing, Digital China has regional centres in 19 major
cities in China. Leveraging on its strategic partnership with over 100 leading
IT vendors world-wide and a network of over 10,000 re-sellers and agents
across the country, the Company provides the best and most convenient
IT services to users in China. With extensive experience in the market, the
Group is a leading IT Services provider to the financial, telecommunications
and government sectors. Digital China has also sustained to be the leading IT

products distributor for years.
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Financial Highlights
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For the Year
Revenue
Profit from
Operating Activities
Net Profit from Ordinary
Activities Attributable
to Shareholders
Earnings per Share
(HK cents)
Dividends per Share
(HK cents)

At Year-end
Total Assets
Shareholders’ Funds

Financial Ratio
Return on Equity (%)

Interest Cover (times)

Current Ratio (times)

Total Interest Bearing
Debts to Shareholders’

Funds Ratio (times)

FY2008/09
—ZBN\/BAMEF
HK$m E¥EFET
REER
LON 42,326
Edevinpl 884
RERELES 641
E rditil
FE
FREF 66.58
(70)
AR S 14.55
(70
REER
BEE 11,546
RRE S 3,140
b 3e
EN-EAEETES 20.42
(BEHt)
FISEEL = (%) 5.55
BN (%) 1.45
apsN et 0.57
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b (1)

Profit from Operating Activities

FY2007/08
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HK$m &8 & T

35,244
651

401

43.72

14.55

9,314
2,626

15.28

3.13
1.56
0.60

Revenue
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48,000 900
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300

16,000
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0
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FY2006/07
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HK$m &% &% T

25,418
415

208

23.92

6,885
1,961

10.63

2.83
1.44
0.63

FY2005/06
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19,865
375

252

29419

10.00

5,827
1,787

14.10

3.91
1.25
0.68

FY2004/05
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15,457
222

186

21.64

8.53

4,887
1,579

11.80

4.59
1.40
0.68

Net Profit from Ordinary Activities

Attributable to Shareholders
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Company and staff supporting relief initiatives with cash donations of over
RMB1 million in the wake of the 5.12 Wenchuan earthquake

Digital China was strongly committed to post-quake relief following the
devastating Sichuan earthquake in May 2008. An internal earthquake relief
team was swiftly set up to organize emergency shipments of necessities to
the disaster-stricken areas, while members of the management paid visits to
colleagues working in the affected areas. Cash and other donations by the
Company and its staff, together with free provision of emergency IT equipment
for the government, amounted to approximately RMB6 million, as Digital China
acted vigorously to fulfill its social responsibility in response to this massive
catastrophe.

Debut of IT Proficient Services (IT8$i1THk75), the first branded services
product of Digital China ITS infrastructure service set to create values for
customers

As the first branded services product of Digital China’s ITS infrastructure service
segment, the IT Proficient Service (IT#1T7B&#) encompassed a wide range of
IT services such as maintenance, outsourcing, consulting, quality assurance
and testing, specialized IT services and training.

Digital China ¢ Port (/N &5 « /&) opened at Zhongguancun, Beijing as
first Digital China - Apple retail joint venture

On 15 June 2008, Digital China e Port was opened at Hailong Building,
Zhongguancun, Beijing as the first retail joint venture between Digital China
and Apple, signifying full cooperation of the two companies. The shop offered
a full range of Apple computer products, including desktops, notebooks, iPods
and accessories.

Cisco’s 10-year Cooperation Grand Award ($1 billion sales) for the Basic
Network segment of Digital China System Technology

At the Cisco Partner Summit 2009 for China, the Basic Network business
segment of Digital China System Technology Limited captured Cisco’s 10-year
Cooperation Grand Award ($1 billion sales). Digital China started to work with
Cisco 12 years ago and, by 31 July 2008, our Basic Network business segment
had completed sales of US$1 billion on an accumulative basis, making it the
first Cisco partner in the Asia Pacific to have attained that benchmark.
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Online shopping portal going live to provide B2C e-commerce retail
marketing services

Our online shopping portal went live on 8 August 2008 to provide B2C
e-commerce retail marketing services. It is an online retail shopping platform
created by Digital China by extensively integrating upstream as well as
downstream resources on the back of its decade-long experience in the IT
industry.

Digital China at the Beijing Olympics: timely delivery and smooth operation
of key operations

The public transport intelligence dispatch system, developed by Digital China for
the Beijing Olympic Games 2008, went on-line as scheduled before the Games
commenced. It provided strong support during the regular games and the
Special Olympics that followed and ensured normal traffic during the Olympics
month by organizing and directing the operation of 34 special routes for the
games and more than 2,000 T5 buses. Our efforts were highly commended
by the Olympics Organizing Committee and Beijing Public Transport Holdings
Limited.

Digital China also served as an equipment supplier and service provider for
the news dissemination system of the Olympic Games, offering solid and
professional back-up support in terms of system operation and maintenance.
We received an award and a letter of appreciation from the Beijing Organizing
Committee for the 29th Olympic Games in recognition of the quality, efficiency
and professionalism of the Digital China service team.

Furthermore, the quality testing team of Digital China served on a 24-hour roster
at Terminal 3 to assure the normal operation of the departure and security check
systems at Beijing Capital Airport Terminal 3. Our efforts won wide acclaim
and approval from patrons as Terminal 3 reported zero breakdown even amid
substantially increased passenger flow during the Olympic Games.
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Digital China among “Top 10 PRC Proprietary Branded Software Developer
(By Revenue) 2008”

Digital China sustained its 4th ranking among the “Top 100 PRC Software
Enterprises (By Revenue) 2008” announced by the Service Sector Division of
the Ministry of Industry and Information Technology on 5 September 2008.
We also secured a 2nd ranking among the “Top 10 PRC Proprietary Branded
Software Developer (By Revenue) 2008” in our first-ever inclusion in this
elite list.

HINEIEE ERMRFERAE (Digital China Information Technology
Service Co., Ltd.) founded in Suzhou with initial success

1N EAE {5 B BT AR5 A PR A 7] (Digital China Information Technology Service
Co., Ltd.) was established in Suzhou with an official opening ceremony held on
28 October 2008 in association with a summit forum on innovations in China’s
digitalization entitled “Serving China with Innovations for the Future” (AR7&H
» BIFTAR R — BioE R B Al ¥ 1€ 7% 18). The establishment of the new company
will provide stronger financial backing for the development of ITS business
and secure solid foundations for leaping business development. Digital China’s
Chairman, Mr. Guo Wei, delivered a keynote speech on the subject of “Turning
Crisis to Opportunity through Innovation” (EI%7 * #/& &), emphasizing the
need for strategic transformation of IT services to a service-oriented economic
activity that seeks to add value for clients through customization.
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Heading the list of “Top 100 PRC Business Technology Companies 2008”

Digital China ranked first in the “Top 100 PRC Business Technology Companies
2008”, announced by Information Week in Beijing on 10 November 2008,
after inclusion in the list for 3 consecutive years since its introduction to
China in 2005. The award underpinned recognition of Digital China’s planning
strategies, operational capabilities, deliverables and business contributions in
corporate application of business technologies, as well as its innovative ideas
demonstrated in the integration of technologies and businesses. Digital China’s
digital neural network system now represents a core competitive edge of the
Company.

Full-scale implementation of ESB platform promising broad market
prospects in banking sector

The enterprise service bus (ESB) system platform developed by #& /) &#5 &k
ZEF AR A 7] (Digital China Financial Software Ltd.) on behalf of Shenzhen
Ping An Bank went online on 27 November 2008 to become the first fully
implemented ESB platform of Digital China. Designed to address the future
application requirements of the banking industry, the EBS is set to enjoy broad
market prospects as a benchmark application for banks.

Digital China Engineering Institute: three-tier regime for IT Services R&D
and innovation coming into shape

Officially unveiled on 1 December 2008, Digital China Engineering Institute has
been established to provide seamless R&D support for sectors of IT Services
where the Company is enjoying competitive advantage, such as e-government,
finance and telecommunications. The institute is also charged with the mission
of technological exchange and cooperation with third parties, and is expected
to undertake relevant technology and industrialization projects tendered by
the central government or local governments. Together with our business
departments and R&D bases, Digital China Engineering Institute will form a
three-tier regime for R&D and innovation in future that supports the long-term,
sustainable development of the Company’s IT Services business.

HMEAEES [2008F EHEEER 10032 | 55—
#

2008511 4108 - ({5 B 4 T]) 20084 [Z [+ B 5
% RHE10058 ] AL R IBEE o [REmER T H R
ST EB)E20054F 5| AP B1& - 19N BT B A
% 2008 FELEE—%  THBTE T HBMNET
EREPEHEREMNIPERE  EREN - BEBEX
RMEBER - AREHEREERLES HHEL
BIFTEH o INEIEEE RS H T PIEA L
A5 BREKARRZOREN o

HMNBIBEE X TRERESBEAREK  MRBETE
WEETS

2008F11827H - M HEEREREBFR A
AARINFLZROTEBENCERBTBRERR
ESBFEEKI L& KABMNBETBEHXTE
FIERMESBY & R4 o 1 ¥ AR5 42 2 X #i(ESB)
NAZEEATENERERRNEAST K B
RAERTENEZEEAEBE MHEEHE TS
B -

+_—H

MBS TR ITIRIS 500 = R A Fraf 2
BZUERE

2008512 A1H -« 8 &6 TI2FTAK L - WEL R &)
BATMITIRISERITE  WETHE - €BMMERS
SRR IR AR I - [ERS AR R B R BN TR R
HLAE » BRAAEBR - b J5 BUF 08 R B fir A&
E(LIER o R - MBS TR B EEEL
FZEM —REBR I ERARITREESRE  Al#F
BEREN=FEIFEER -



X

Significant Events
N == [o] R

Digital China Si-Tech’s one-stop business IT support system for China
Unicom Anhui going online

The one-stop business IT support system of China Unicom Anhui completed
cut-over and went online successfully on 3 February 2009. With 1t 545 #5
5 BEAE BRI APR AR (Beijing Digital China Si-Tech Information
Technology Co., Ltd.) in charge of the implementation, it was China Unicom’s
first billing and customer relations management capable of integrated, one-
stop business support.

Digital China named “Best Packaged Solution Provider” and “Best IT
Service Management Provider” by users

Digital China was named by users the “Best Corporate Informatization
Packaged Solution Provider” and the “Best IT Service Management Provider”
at the nomination of the “Top 500 Companies in PRC Corporate Informatization
2008” hosted by National Informatization Evaluation Center in March 2009.
The awards underpinned strong recognition of Digital China’s contributions to
corporate informatization in China by fellow members of the IT industry, users
and the public.

Successfully Launched of Ji’nan Commercial Bank Core business
system

The core business system of Ji'nan Commercial Bank, which had been
implemented by Digital China, was launched on 27 March 2009. Boasting
comprehensive functions including core, fundamental business requirements
such as deposits, loans, intermediary services, bank cards and data integration
platforms applicable to both corporate and personal customers, this new core
business system will meet the needs of Ji'nan Commercial Bank’s business
development in the coming years. Meanwhile, this project represented
the first full application of a foreign core system by a domestic commercial
bank in realization of the objective of applying international concepts in local
businesses. It has also developed for Ji'nan Commercial Bank an advanced
ESB-based core banking system structure, which is set to enhance the bank’s
core competitive strengths in terms of its customer’s future development.

—H
BNBERRTARHBEEERNEERITIER
BRI EE LS

200942 A3H -+ db AN &S B s 5 15 B EAT AR %
BERARALZEEBERNEERITZERFRKY
iz Ly ERPEBBABE —EEEE2ERR
AXERNNTBNEFPAEREERR R8T -

=5

HMNBIEREAFHERD [ RERBRARERIBM
[ RIEITRES SRR 4

2009F3 7 + FEEIR {5 /L PRI H O E A [2008
FEREMEES(E500%8 ] FFEAP - M SIS
ERFPHER I EERBHEAFRREHA] M &
ETREEEREE] - ExHoRAER - BEM
ARE SNBSS R AR EE BT EME

HNEBER D ETEEBERTHORLOER
X5

2009F3727H + FMINEIE B A ER 1T/ D0
EB RGN LR o ERETRZROEERHEY
BETE BRETEHA  HLEL BETHFEZR B
K REES - BT R BEEKRTEFRITRE
N BIZOMEBENR - AR E R REF XS
BROTEES - A E—RFIFTHTHAGHERT
ZEEABRIMZORFRRI R - TR T AN S 8
BIfRIESMES @ REMBERITEET —EER
ESB (X RGBERS) MEERITRORFLE
B 2ERA TEPARKRERAOZOLESE T




|

:lH

|

i
‘\



Awards
43 18

Government and Third Party Organization

National Informatization Evaluation Center
Top 500 Companies in PRC Corporate Informatization 2008

National Informatization Evaluation Center
Top 500 Companies in PRC Corporate Informatization 2008 —
Group Informatization Achievement Award

National Informatization Evaluation Center
Top 500 Companies in PRC Corporate Informatization 2008 —
Best Corporate Informatization Packaged Solution Provider Award

National Informatization Evaluation Center
Top 500 Companies in PRC Corporate Informatization 2008 —
Best HR Management Application Award

National Informatization Evaluation Center
Top 500 Companies in PRC Corporate Informatization 2008 —
Best IT Service Management Provider Award

Beijing Municipal Government
Class | Science and Technology Award, Beijing

Z-Park Technology Zone Development Center
Z-Park’s Top 20 Influential Brand

Adjudication Committee for Top 100 Companies in the
PRC Security and Protection Industry
Top 100 Companies of the Security and Protection Industry

China Center for Information Industry Development
Best IT Service Solution Provider of the PRC Information Industry 2008

China Institute of Communications
Gold Medal Corporate Award for Operational Support in the PRC
Communications Industry 2008

China Enterprise Evaluation Association
Top 100 Companies in Proprietary Innovations by PRC Enterprises 2008
(Innovation Index: 5.91)

China International Electronic Commerce Center
Recommended Outstanding Enterprises in E-commerce — B2C sector
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Clients Selection

National Informatization Evaluation Center
Outstanding Packaged Solution Provider Award

National Informatization Evaluation Center
Outstanding IT Services Provider

Business Partners

Avaya Inc.
Best New Partner — Mid-end Market

Avaya Inc.
Gold Partnership

Cisco Systems, Inc.

Mutual Growth Distribution Cooperation Partner Award FY08

— Northern Region

Cisco Systems, Inc.

10-year Cooperation Grand Award — $1 Billion Sales

Cisco Systems, Inc.

Winner and 1st Runners-up in Technology Elite Contest FY08

— General Dealership

DOPOD
Best Partner 2008 — Enterprise Applications

EMC Corporation
VAD Partner Annual Award 2008

EMC Corporation
VAR Partner Annual Award 2008

EMC Corporation
Golden Prestige Award 2008 - Eastern China

EMC Corporation
Golden Prestige Award 2008 — Western China

EMC Corporation
Supreme Enterprise Annual Award 2008 — China

EMC Corporation
Best Service Partner — China

International Business Machines Corporation
Excellent Contributions Award

International Business Machines Corporation
Excellent Contributions Award 2008
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International Business Machines Corporation
Outstanding Contributions Award 2008

Juniper Networks, Inc.
Best Distributor 2007 — Asia Pacific

Microsoft Corporation
Best Sales for Authorized Dealers FY08

Motorola Inc.
Outstanding Contributions Award for Distribution — China

Nortel Networks
Outstanding Distributor 2007

Sony Corporation
Best Sales for Anti-surveillance Products — Global

Media Organization

Information Week
1st ranking in Top 100 PRC Business Technology Companies 2008

Netadmin World
Editors’ Choice Award 2008

China Computer Education
Outstanding Contributions Award 2008 — Education Sector

China Computer Education
Most Popular Informatization Brand for Teachers

China Computer Users
Trusted Brand, China Computer Users 25th Anniversary Awards

New Financial World
Core banking system named as Recommended Excellent Financial IT Products
and Solutions of China 2008

New Financial World
Financial outsourcing services named as Recommended Excellent Financial IT
Products and Solutions of China 2008

New Financial World
Recommended Excellent Financial IT Products and Solutions of China 2008

TeleinfoChina, Inc.
Excellent Project Award for PRC C-Network Support Teams 2008

China Public Security
Recommended Brand Award for Safe Cities 2008
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Chairman’s Staf
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While economic landscapes at home and abroad still look challenging for financial
year 2009/10... the Board of Directors has every confidence that the Company will
accomplish the short-term goals and longer-term objectives laid down by the Board
for the creation of greater shareholders’ value, given the management’s proven
experience in steering through adverse market conditions and the execution abilities
of our staff.

RE2009 1085 BEEBRREANEZEEERZ2AARBRE. EESHEEEQLATE
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Year 2008 has been a most extraordinary year for China and the rest of the
world in economic terms, as a full-scale crisis emerged for the global economy
to hurl uncertainties at the operating environment for any business. For this
reason, the Board of Directors is much delighted to report that the Company
managed growth against the current and delivered hard-earned results in
accomplishment of business targets set at the beginning of the year. For the
2008/09 financial year, total revenue of Digital China Group grew 20.10% year-
on-year to HK$42,326 million. Profit attributable to shareholders amounted to
HK$641 million, representing a year-on-year growth of 59.84%. There was also
significant improvement in the return on shareholders’ equity, which stood at
20.42%. Net cash inflow from operating activities increased substantially to
HK$727 million. Moreover, the Company’s IT Services Business continued its
growth trend with an annual profit of HK$88 million.

Inthe wake of the financial tsunami, the management adopted resolute measures
to ensure stable operation and growth, which included initiatives to safeguard
cash flow, shorten cash turnover and enhance fundamental management, etc.
In view of the constraints in profitability of traditional distribution business
models given especially changes in the current economic environment, the
management also stepped up with transformation at all business segments
during the financial year under review to introduce the value-added model. In
tandem with this strategic shift to a service-oriented approach, the Company
signed an official agreement with F¥1& /N T E @ 8|Z&%EH R A7) (China
Singapore Suzhou Industrial Park Ventures Co. Ltd.) and Infinity I-China
Investments (Israel), L.P. in July 2008 for the latter’s investment of RMB400
million in the Company’s IT Services business. In addition to providing solid
foundations for the further development of the IT Services business, such
equity financing also enabled the establishment of an attractive incentive plan
that imparted stronger motivation for business ventures on the part of key
personnel.
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The Board of Directors is also gratified to note that, on top of a demanding
business agenda, the Company remained diligent in honouring its commitment
to social responsibilities. In the aftermath of the mega-earthquake in Sichuan
that took place in May 2008, a disaster relief task force was swiftly set up within
the Company to organize emergency shipments of necessity items to disaster-
stricken areas. Cash and other donations by the Company and its staff, together
with free provision of emergency IT equipment for the government, amounted
to over RMB6 million.

Year 2008 was also the Olympics Year. Leveraging its own technological
edge and strengths in servicing, the Company offered professional back-up
support to the Beijing Olympics through projects such as the public transport
intelligence dispatch system, the Olympic Games news dissemination system
and quality testing at Terminal 3 of the Beijing Capital Airport to assure timely
delivery and stable operation of key projects for the Games.

Under the leadership of the Board of Directors during the 2008/09 financial
year, besides the institutions of general meetings, Board meetings and
meetings of specialised committees continued to operate in accordance with
relevant provisions of the Stock Exchange, valuable propositions in relation to
development strategies and day-to-day operations of the Company had also
been furnished by Directors. The Company also enhanced internal auditing
to further reduce potential risks that might arise in the course of its business
operation.

EFSWMEMED  ERINEBNER 2N
NAEIBERBEITREEL G EE - 2008554 1)l X
HEEAE - ARRBRKIMERIE - B2
R ERKE - R ARIRETIBREY
BT RRESITEE  BEBBAREG00ET -

2008 MR RIE 2 - AREMNM A FHEIME
EMRBES  BERERIERRENQRERE
AHXBEEHERS  BEEAEMEGREH
T B E SR SRR PRE T EXENEMR
%5 BER T EEEEIR B AR M ARGEST -

2008/0981 F - EEFGHIEE T » A AlbR iR R
RETMMEBREETRRAAE - EFeREXZE
BRETEEN  BEEMEEEH AN EREE
MBFEEERETESEEENEZ - 1o AF
BMETRAZHNE  #—PRETEEREPH
[2\Bg o



While economic landscapes at home and abroad still look challenging for
financial year 2009/10, the Company will continue to reinforce fundamental
management and commit strong resources to research and development, in
adherence to its prime objective of creating value for shareholders on an ongoing
basis. In face of intense market competition, the Company will continue to
pursue strategic transformation to the customer-focused and service-oriented
approach, seeking to capture business opportunities and enhance customer
value through a range of relevant business initiatives. In connection with future
uncertainties in the macro-economic environment, the management is fully
prepared to address possible market changes as and when they arise. With the
implementation of the government’s economic stimulus measures, the Board
of Directors has every confidence that the Company will accomplish the short-
term goals and longer-term objectives laid down by the Board for the creation
of greater shareholders’ value, given the management’s proven experience in
steering through adverse market conditions and the execution abilities of our
staff. Last but not least, | would like to take this opportunity to express sincere
appreciation for all shareholders, members of the management and employees
of Digital China.

Zf
Guo Wei &%

Chairman /&

Hong Kong, 17 June 2009
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1. The Group accomplished all annual performance targets with excellent
results and embarked on robust growth for the year ended 31 March
2009, despite difficult market conditions imposed by the earthquake,
the financial tsunami and other adverse developments. Meanwhile,
the Group made significant inroads and delivered spectacular results
in market development, business transformation and operation risk
control during this crucial year for the implementation of the “customer-
focused and service-oriented” strategy.

1.1 Market dominance reinforced by active market
development and outperforming growth rate

The Group recorded turnover of HK$42,326 million for the year ended 31
March 2009, an increase of 20.10% as compared to HK$35,244 million for
the corresponding period of last financial year. For four years in a row since
FY2005/06, the Group has continuously outperformed the industry by sustaining
growth rates in excess of 20%.

1.2 Outstanding overall performance underpinned by strong
profit growth

Profit attributable to the equity holders of the parent (profit attributable to
shareholders) amounted to approximately HK$641 million, representing
a 59.84% growth as compared to approximately HK$401 million for the
corresponding period of last financial year. Return on shareholders’ equity stood
at20.42%, increasing by 33.64% as compared to 15.28% for the corresponding
period of last financial year. Basic earnings per share grew 52.29% to 66.58
HK cents as compared to 43.72 HK cents for the corresponding period of last
financial year.
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1.3 Services Business charting new horizons as transformation
gained pace

Our Services Business enjoyed surging growth and a commanding position in
the industry. According to the IDC report released in April 2009, the Services
Business of the Group ranked No.1 among domestic enterprises in the same
business, as well as in the government and financial sub-segments. The
Services Business continued to report profit, generating a profit of approximately
HK$88 million according to the segment results. Our Services Business made
significant inroads in the acquisition of large customers, while our application
software solution capabilities were also substantially improved. Our products
support and IT outsourcing and maintenance services (PSOM) also reported
robust growth.

The Group reported continued growth in revenue as it capitalised on growth
opportunities and endeavoured to develop new customers in the enterprise,
SMB and consumer market segments in a move to carry out active reforms
and implement its customer strategy. For the year ended 31 March 2009, our
operating income from the Systems Business segment and the Distribution
Business segment reported growth of 37.24% and 15.31%, respectively, which
were above the overall growth rate of China’s IT market.

1.4 The Group boasted positive operating cash flow and
cash turnover while industry peers were generally
subject to difficulties, thanks to persistent efforts in risk
management and process management

The Group maintained stable overall operating cash flow for the year ended

31 March 2009 with net cash inflow from overall operating activities of the

Group of approximately HK$727 million, a record improvement as compared to

HK$77 million for the corresponding period of last financial year. The Group’s

cash turnover cycle for the financial year under review was 23.66 days, which

was 1.36 days less as compared to last financial year.
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1.5 Enhanced overall operating expenses control resulting
in substantially lower operating expenses ratio (total
operating expenses as a percentage of total turnover)

To address the global economic crisis and increasing difficulties in market
sales, the Group announced policies on stringent cost management during the
financial year. The Group’s overall operating expenses ratio for the year ended
31 March 2009 was lower at 5.96%), compared to 6.46% for the corresponding
period of last financial year. Management and control measures adopted
during the financial year effectively positioned the Group to cope with growing
severity in the economic conditions both abroad and at home.

2.1 Distribution Business (with a primary focus on the SMB &
Consumer Markets)

Growth in the Distribution Business against adverse market environment
to maintain market dominance

Turnover of the Group’s Distribution Business for the year ended 31 March 2009
amounted to approximately HK$24,087 million, representing a 15.31% growth
over the corresponding period of last financial year which was above the overall
growth rate of the China market. The Group made vigorous efforts to increase
the sales of volume products, assuring growth for the major product segments
against the market trend. Our business sectors of notebooks and accessories
reported substantial turnover growth of 35.15% and 38.82%, respectively, over
the corresponding period of last financial year, as the Distribution Business
sustained overall growth driven by the launch of new products from Dell and
Apple.

2.1.1 Rewarding efforts in penetrative regional expansion

As at 31 March 2009, the Group claimed in-depth coverage of 267 cities, an
increase by 18.14% as compared to the corresponding period of last financial
year, as it extended its sales operation under the Distribution Business to
provide solid foundations for snatching market shares. Turnovers from fourth-
to sixth-tier cities reported growth of 51.4%, as compared to the corresponding
period of last financial year.
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2.2 Systems Business (with a primary focus on the Enterprise
Market)

Systems Business sustained robust growth in a major boost to competitive
edge

Turnover of the Group’s Systems Business for the year ended 31 March 2009
increased to approximately HK$13,356 million, a 37.24% growth over the
corresponding period of last financial year which beat the overall IT growth
rate of the China market and assured absolute dominance of the Group in this
sector. The segment of storage products, UNIX servers, networking products
and packaged software continued to report rapid growth, with turnover growing
by 101.28%, 25.44%, 24.87% and 18.02%, respectively, comparing with the
corresponding period of last financial year, while overall turnover growth in the
Systems Business was driven by strong performance in businesses with EMC,
IBM and Cisco.

2.2.1 Growth in regional clients thanks to persistent implementation of
customer-focused strategy

New inroads were made in “IT systems integration services” required by regional
high-growth enterprises and “emergency command post systems” for local
governments, as the Group persisted in implementing the customer-focused
strategy in its Systems Business to identify opportunities in the regional market
and foster sales capabilities. For the year ended 31 March 2009, our regional
customer business grew by 85.34% as compared to the corresponding period
of last financial year.

2.2.2 Process of service transformation advanced by build-up in
capabilities

The Group achieved good progress in the build-up of know-how and servicing

capabilities as it continued to advance service transformation during the

financial year in line with customer requirements. For the year ended 31 March

2009, 58 solutions were launched by the Systems Business of the Group. The

headcount of technical staff also increased by 40.46%, year-on-year.
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2.3 Services Business (with a primary focus on the Industry
Market)

Rapid growth in scale for the Group’s Services Business

According to the segment results, the Group’s Services Business reported
rapid and sustainable growth with profit increasing to approximately HK$88
million for the year ended 31 March 2009 from approximately HK$71 million
for the corresponding period of last financial year. Such growth underpinned
strongly vast improvements of the Services Business as it started to make
profit contributions.

2.3.1 Significant inroads for large customer business and customer
servicing capabilities as strategic transformation to focus on
customers intensified

The Group’s Services Business reported substantial customer growth in various
sectors for the year ended 31 March 2009. Driven by the development of 3G,
there was substantial growth in new contracts from the telecommunications
sector, with an overall growth of 114% in contract value as compared to the
corresponding period of last financial year. In particular, there was significant
progress in new customer development in China Mobile and China Telecom
accounts. In the financial sector, a number of small/medium banks and
foreign banks were signed up. In the government sector, our digital municipal
service was expanding rapidly with leading positions in relation to traditional
customers such as the State Administration of Taxation, local tax bureaus,
quality inspection bureaus and National Grain Reserves.

2.3.2 Contracts growth and improved profitability underpinned by
enhanced software solution capabilities

The software application solution capabilities of the Group’s Services Business
were further enhanced during the year ended 31 March 2009 as the number
of major projects going on-line increased substantially. Our financial sector
solution ModelB@nk 2.0 was successfully applied in city commercial bank
clients, while our TD-BOSS, BOSS3.0 and full-service operation system for
the telecommunications sector won further contracts with the likes of China
Mobile and China Telecom. In the public sector, our Citizen Card solution was
successfully applied, as was our public transport system dispatching solution,
which played a part in facilitating the smooth progress of the Olympic Games.
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2.3.3 Rapid expansion of PSOM supported by effective system building

Revenue from the products support and IT outsourcing and maintenance
services (PSOM) under the Group’s Services Business for the year ended
31 March 2009 amounted to approximately HK$594 million, up by 74% as
compared to the corresponding period of last financial year, while profitability
was significantly improved. Meanwhile, the “Proficient Services Package” (#1717
AR7) during the year was well received by the market as sales were enhanced
by the promotion of standardised service products. We were firmly positioned in
the sector for large scale customers within industry verticals while maintaining
stable growth in the banking and mobile communications sectors, as active
efforts were being made to expand our value-added services and solutions.

3. Management Outlook

FY2008/09 was a year of opportunities as well as challenges for the Group.
We succeeded in implementing our planned tasks with outperforming growth
rates despite adverse factors. The overall strategy, introduced in FY2007/08, of
“customer-focused and service-oriented” business models proved very decisive
in winning the battle against severe market conditions during the financial year
under review. With persistent and resolute implementation, this strategy of
transformation is expected to prepare us well for better development in future.
After diligent study and research, in response to the global economic scenario
and changes in China’s IT market in 2009, the management has resolved to
designate FY2009/10 as the “Year of Strategic Marketing”. The organisational
structure has also been adjusted accordingly so that the operation of the
Company will be in closer tandem with customer and end-users, as well as
market developments. Meanwhile, the management is determined to target
on the incremental market opportunities on the back of the strengths from
the existing businesses, in a bid to assure sustainable overall growth for our
business. The management believes that the Group is well-positioned to
address the current challenges and continue to realise outperforming growth
with the benefit of its best-in-class business management teams, as well as its
longstanding and efficient management processes and risk control regimes.
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Capital Expenditure, Liquidity and Financial Resources

The Group mainly finances its operations with internally generated cash flows,
bank borrowings and banking facilities.

The Group had total assets of HK$11,546 million at 31 March 2009 which were
financed by total liabilities of HK$8,315 million, minority interests of HK$91
million and equity attributable to equity holders of the parent of HK$3,140
million. The Group’s current ratio at 31 March 2009 was 1.45 as compared to
1.56 at 31 March 2008.

During the year ended 31 March 2009, capital expenditure of HK$77 million
was mainly incurred for the acquisition of office equipment and IT infrastructure
facilities.

The aggregate borrowings as a ratio of equity attributable to equity holders of
the parent was 0.57 at 31 March 2009 as compared to 0.60 at 31 March 2008.
The computation of the said ratio was based on the total interest-bearing bank
borrowings and bond payable of HK$1,803 million (31 March 2008: HK$1,574
million) and equity attributable to equity holders of the parent of HK$3,140
million (31 March 2008: HK$2,626 million).
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At 31 March 2009, the denomination of the interest-bearing bank borrowings
and bond payable of the Group was shown as follows:

Denominated

R-ZBZENF=A=1+—0 A&EEHNHMERTE
REENESFOEREMLLT

Denominated

in United Denominated in Hong
States dollars in Renminbi Kong dollars
UETTH UARYER LB A Total
BB EENER BB st
HK$°000 HK$°000 HK$°000 HK$°000
BT BT BT BT
Current FRE
Interest-bearing bank MIBERITE R « EIRE
borrowings, unsecured 217,000 50,916 588,298 856,214
Interest-bearing bank MERITE - HIEE
borrowings, secured - 19,235 - 19,235
217,000 70,151 588,298 875,449
Non-current ETE
Interest-bearing bank MIBERITE R « EIKE
borrowings, unsecured - 701,516 - 701,516
Bond payable FEfIEH - 226,296 - 226,296
- 927,812 - 927,812
Total 1Bzt 217,000 997,963 588,298 1,803,261

Included in the Group’s current bank borrowings of approximately HK$19
million extended by a financial institution to a subsidiary of the Group, Beijing
Digital China Si-Tech Information Technology Co., Ltd. (“STQ”), were secured
by a property situated in the Mainland China with a value of approximately
HK$19 million at 31 March 2009 and 14,061,976 issued shares of STQ in
favour of Beijing Zhongguancun Sci-Tech Guaranty Co., Ltd. (the “Pledgee”),
an independent third party, for securing a guarantee issued by such Pledgee
on behalf of STQ. Included in the Group’s current and non-current bank
borrowings of approximately HK$51 million and HK$701 million respectively
represented the term loans and are repayable from Year 2009 to 2013.
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In December 2007, Digital China (China) Limited, a wholly-owned subsidiary of
the Company and three independent third parties entered into an agreement
with the underwriters to issue a bond to institutional and public investors in
the Mainland China with an aggregate principal amount of RMB305 million.
Pursuant to the agreement, the Group issued a RMB200 million (equivalent to
approximately HK$226 million) bond (the “Bond”) for financing the development
of IT services business. The Bond carries interest at a rate of 6.68% per annum,
which is payable semi-annually and will mature in December 2010. For the
purpose of the issue of the Bond, Beijing Zhongguancun Sci-Tech Guaranty
Co., Ltd. (“ZGC Guaranty”), an independent third party, has unconditionally
and irrevocably undertaken joint and several guarantee liabilities in full (the
“Guarantee Liabilities”) in favour of Digital China (China) Limited. Concurrently,
the China Development Bank has authorised its business department to
undertake the general guarantee liability in respect of the Guarantee Liabilities of
ZGC Guaranty, and Digital China Software Limited, a wholly-owned subsidiary
of the Company, has undertaken joint and several liabilities in respect of the
Guarantee Liabilities of ZGC Guaranty.

The Group’s total available credit facilities at 31 March 2009 amounted to
HK$10,250 million, of which HK$1,143 million were in term loan facilities,
HK$7,391 million were in trade lines and HK$1,716 million were in short-term
and revolving money market facilities. At 31 March 2009, the facility drawn
down was HK$752 million in term loan facilities, HK$1,562 million in trade lines
and HK$236 million in short-term and revolving money market facilities.

Under the normal course of business, the Group has issued performance
bonds to some customers for potential claims of non-performance in order to
satisfy the specific requirements of these customers. As no material claims had
been made by the customers under such performance bonds in the past, the
management considers that the possibility of realisation of any actual material
liabilities arising from such performance bonds is remote.
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Human Resources

At 31 March 2009, the Group had approximately 8,400 (31 March 2008:
approximately 7,700) full-time employees. The majority of these employees
work in the PRC. The Group offers remuneration packages in line with
industry practice. Employees’ remuneration includes basic salaries and
bonuses. With the increase in the total number of staff to cope with its
business requirements, the Group has recorded a 19.30% increase in staff
costs to approximately HK$1,438 million for the year ended 31 March 2009
as compared to approximately HK$1,205 million for the last financial year. In
order to attract and retain a high caliber of capable and motivated workforce,
the Company offers share options to staff based on the individual performance
and the achievements of the Company’s targets. The Group is committed to
providing its staff with various in-house and external training and development
programs.
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Biographical Details of Directors
EEHE

Executive Directors
HITES

Mr. GUO Wei, aged 46, is the Chairman and the Chief Executive Officer of
the Group and is responsible for the strategic development and management
of the Group. Mr. Guo has been the Vice Chairman, the President and the
Chief Executive Officer of the Group since February 2001 and was appointed
as the Chairman of the Board of the Company in December 2007. He is
also a director of certain subsidiaries of the Company. Mr. Guo obtained
a Master’s degree from the Graduate School of the Chinese Academy of
Science (formerly known as Graduate School of the University of Science and
Technology of China) in 1988. He joined the Legend group in 1988 and was
once an Executive Director and Senior Vice President. Mr. Guo was awarded
such major prizes included China’s Top Ten Outstanding Youths (2002),
SR B AR (L 2E (Practical and Outstanding Youth of Achievement)
(2002) by the China Association for Science and Technology, China’s Top
Ten Outstanding Youths in Technology Innovation (1998), Future Economic
Leader of China (2003), and the First Annual China Young Entrepreneurs
Creative Management Golden Honour (2005).

He is currently a standing committee member of the 11th National Committee
of the Chinese People’s Political Consultative Conference, a standing
committee member of the All China Youth Federation, Vice President of the
Chinese Young Entrepreneurs Association, and Vice President of Chinese
Young Technology Professional Association. He has over 21 years of
experience in business strategy development and business management.
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Non-executive Directo
EHITES

Mr. Andrew Y. YAN, aged 51, is a Non-executive Director of the Company.
He received his Bachelor Degree in Engineering from the Nanjing Aeronautic
Institute in the PRC in 1982 and a Master degree from Princeton University
in International Political Economy in 1989. Mr. Yan joined the Company in
December 2007. He is currently the Managing Partner of SAIF Partners
(“SAIF”). Prior to joining SAIF, he was the Managing Director of the Emerging
Markets Partnership from 1995 to 1999 and its Head of the Hong Kong office
from 1999 to 2001. From 1994 to 1995, he worked at Sprint International
Corporation as the Director of Strategic Planning and Business Development
for the Asia Pacific Region. Mr. Yan was voted by the China Venture Capital
Association as “The Venture Investor of the Year” in both 2004 and 2007.
He was also selected as one of the “Fifty Finest Private Equity Investors in
the World” by the Private Equity International in 2007 and “No. 1 Venture
Capitalist of the Year” by Forbes (China) in 2008. Under Mr. Yan’s leadership,
SAIF was voted as “VC firm of the Year” in 2004 and 2007 and it was also
named as “The Best Performing Fund in Asia” by Private Equity International
in 2005, 2006 and 2008.

Currently, Mr. Yan is the Independent Non-executive Director of China Qilfield
Services Limited, China Resources Land Limited, Fosun International Limited
and Stone Group Holdings Limited (all listed on The Stock Exchange of Hong
Kong Limited). Mr. Yan is also a Director of Acorn International Inc., Giant
Interactive Group Inc., (both listed on The New York Stock Exchange), ATA
Inc., (listed on the NASDAQ, USA) and Eternal Asia Supply Chain Management
Ltd. (listed on the Shenzhen Stock Exchange). He was previously a Director of
Shanda Interactive Entertainment Ltd. (listed on the NASDAQ, USA) and China
Digital TV Holding Co., Ltd (listed on The New York Stock Exchange) during
the period from January 2003 to January 2005 and May 2004 to September
2008 respectively, and an Independent Director of Eastern Communications
Co., Ltd. (listed on the Shanghai Stock Exchange) during the period from June
2003 to February 2006.
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Mr. CHEN Derek, aged 33, is a Non-executive Director of the Company.
He graduated with a Bachelor of Science Degree in Electrical Engineering
from University of lllinois at Urbana-Champaign and obtained a Master
of Business Administration from Columbia Business School. Mr. Chen
joined the Company in December 2007. He joined SAIF Partners IIl L.P.
in March 2004 and is currently a Principal. Prior to joining SAIF Partners
Il L.P., Mr. Chen worked with CITIC Frontier China Research Limited as
an Investment Analyst, Equity Research Associate with Thomas Weisel
Partners, San Francisco (listed on the NASDAQ, USA) and worked with
Cisco Systems, Inc. and Procter & Gamble.
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Mr. QIU Zhongwei, aged 40, is a Non-executive Director of the Company.
He holds a degree of Bachelor in Engineering from Xi’an Jiaotong University
and a degree of Master of Business Administration jointly from Northwestern
University in the United States and The Hong Kong University of Science
and Technology. Mr. Qiu joined the Company in February 2009. He joined
Hony Capital in 2005 and is currently its Managing Director. Prior to joining
Hony Capital, Mr. Qiu was the Section Chief of China Huaneng Group from
1990 to 2000 and was the Chairman and the President of Silverite Holding
Co., Ltd. (listed on the Shanghai Stock Exchange, Stock Code: 600683)
from 2000 to 2004. Since 2006, Mr. Qiu has been the Non-executive
Director of Changsha Zoomlion Heavy Industry Science and Technology
Development Co., Ltd (listed on the Shenzhen Stock Exchange, Stock
Code: 000157). Mr. Qiu has over 18 years of experience in corporate

management and operating investment.
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Professor WU Jinglian, aged 79, is an Independent Non-executive
Director of the Company. He graduated from Fudan University. Professor
Wu joined the Company in April 2001. He is a senior research fellow at the
Development Research Center of the State Council and a professor at the
Graduate School of the Chinese Academy of Social Sciences and China
Europe International Business School. He was previously an Executive
Director at the Development Research Center of the State Council and
a Deputy Director of the Programming Office for Economic Reform of the
State Council. Professor Wu was also a visiting fellow at Yale University, a
fellow at St. Antony’s College of Oxford University, a chair professor at the
Stanford University and a visiting fellow at the Massachusetts Institute of
Technology. Professor Wu is also an Independent Non-executive Director
of China Unicom (Hong Kong) Limited (formerly known as China Unicom
Limited, listed on The Stock Exchange of Hong Kong Limited).
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Mr. KWAN Ming Heung, Peter, aged 52, is an Independent Non-executive
Director of the Company. He graduated with a Bachelor of Commerce in
Accounting Management Information Systems from the University of British
Columbia, Canada, 1980. Mr. Kwan is a Chartered Accountant and is a
member of the Canadian Institute of Chartered Accountants. Mr. Kwan
joined the Company in August 2006. In addition to his public practice with
PricewaterhouseCoopers in Vancouver, Canada, he has over 18 years of
experience in IT related industries. Mr. Kwan has held senior finance and
management positions in Asia Pacific and has worked in Canada, Hong
Kong, Australia and Singapore. He is a Director of MM PowerPlus Busway
(HK) Limited, an electrical products manufacturing company owned by
himself and his partner. Mr. Kwan was previously a Director of Avaya
Global Connect Limited (India listed) during the period from January 2004 to

April 2005.

KWAN Ming Heung, Peter 5%t4& ' A+ =5 :

BARQNRBULFHITES - FR—ANAZERM
ERRTHES ML EABEX T IMESEHE ST
BHEERGE LB - Kwankdt b — B4
ENMEMERBETEFMAEEE - Kwanit
ERZZFZERNENAMARAT - HBRTEME
RBSEEERKESTHMEBTABIAEN

WAEITHETERZEB T NFLH - KwanEER
TNAPEFEHEHESRAVEREERN » W1E
MEXR -~ B BRI MK T - REA/MM
EEHFRERAR (" XBEREBHERL
BHERRENT) 2BE - KwantER=Z=
ZNFE-AZE-_ZEZTHEFMAHBYE HEAvaya
Global Connect Limited (EIE L) Z2ESE



Directors and Senior Management
E=MaEERB AR

N

Biographical Details of
Senior Management
BEEEAS Y HE

HEXE O+t N\ AEEEEUBHITE &
EXAKEERNVE  KLEBEFHRERNERS
T - BREAERDAETHBRARDZES - ERER
—NWNNFEERLEFTIEARE  BEIRELE
i IR-ZZEEAFRERIBERIFHEERLT
By - BEEER-NANFNABREER  EEE
B ERERMBEITE FEVKEE  BE  RE
DR EREHEIHmASHEES ENESR -




Directors and Senior Management
EENSEEEAE

Mr. YAN Guorong, aged 35, is a Senior Vice President of the Group.
Mr. Yan graduated from Renmin University of China with a Bachelor’s
degree in Economics and obtained an EMBA degree from Cheung Kong
Graduate School of Business. He jointed the Legend group in 1996 and
has been responsible for the day-to-day operation and management of the
company’s network and value-added business. From 2005 onwards, Mr.
Yan has assumed duties of strategic planning, operational management
and regional management of the Systems Technology Services SBU of ##
MNEHS (PR ) BPR2A = (Digital China (China) Limited). He has nearly 12
years of experience in distribution and sales management of IT networking
products.

BEEEE = +55 AEESREIRAR -
BEEEXNTBREARKRELBEZEXNEE
T8y IRRIBERNESREEAET
BEEEITEN - FR-ANASEMABES
B ZER-BEEEQARAPARREEXRKENAE
BEEEREEI -B-Z2ZRFE  BX4L
Fﬁ%é@ﬁf@d‘l‘lﬁﬁ% (FE) BERDFET
ZEGRRERATNEREE XKELE
BURESNERIH KREITRBRERDH
REEEEFTHERL T ZFHEER -



X

Directors and Senior Management
E=MaEERB AR

BEHTSRE Etm A5ESHREIER  BFIT
RIS SEERFRESBUMNELENSIE - HABELD
AETHEARZES - EXLEEXERPEREK
BEmMBELTEN > WHREEHBaylorkEMEBELE
il e EXER-ZZTNOFEMAGMNEL  EFITH
BEBNWESRBREEREE - HEE—AEEA=
TEMNREELR -




4

Directors and Senior Management
E=MaEERB AR

Mr. WONG Chi Keung, aged 42, is the Company Secretary of the
Company. Mr. Wong graduated from The University of Hong Kong with
a Bachelor’s degree in Social Sciences and is a fellow member of the
Association of Chartered Certified Accountants and an associate of the
Hong Kong Institute of Certified Public Accountants. Mr. Wong has over 19
years of experience in financial management and corporate administration.
He is mainly responsible for the financial reporting and listing issues of the
Group.
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Corporate Governance Report

The Group is committed to promote the highest standards of corporate
governance so as to enhance its transparency, accountability and corporate
value to the shareholders.

The Company’s corporate governance practices are based on the principles,
code provisions and certain recommended best practices as set out in the
Code on Corporate Governance Practices (the “Code”) contained in Appendix
14 to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”).

Code on Corporate Governance Practices

During the year ended 31 March 2009, the Company has complied with the
code provisions set out in the Code throughout the year, except for deviations
from the code provisions A.2.1, A.4.1, A.4.2, and B.1.1, details of which are
explained in the respective sections of this report.

Moreover, the Company publishes quarterly financial results of the Group by
way of announcement which exceeds the code provisions set out in the Code.
However, the Company does not publish and distribute report for quarterly
financial results of the Group as the Board is of the view that publication of
quarterly financial reports does not bring significant benefits to shareholders,
but at the cost of their own.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers contained in Appendix 10 to the Listing Rules (the
“Model Code”) as its code of conduct of the Company for Directors’ securities
transactions. Having made specific enquiry with the Directors, all of the
Directors confirmed that they have complied with the required standard as set
out in the Model Code throughout the year ended 31 March 2009.

Board of Directors
Composition

As at 31 March 2009, the Board comprised ten Directors, including two Executive
Directors, four Non-executive Directors and four Independent Non-executive
Directors. To the best knowledge of the Company, the Board members have
no financial, business, family or other material/relevant relationships with each
other.

Biographical details of the Directors are set out under the heading “Directors
and Senior Management” on pages 28 to 40 of this annual report.
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Board of Directors (continued)
Role and function

The Board takes responsibility for the formulation of the overall strategy and the
leadership and control of the Group such as the Group’s long term objectives
and strategies, the approval of the Group’s corporate and capital structure,
financial reporting and controls, internal controls and risk management, material
contracts, communication with the shareholders, the Board membership and
other appointments, remuneration of Directors and other senior management,
delegation of authority to Board committees and corporate governance
matters.

During the year ended 31 March 2009, the Board held four regular meetings at
approximately quarterly intervals and one additional meeting where the Directors
attended either in person or by other means of electronic communication. The
individual attendance records of each of the Directors at the Board meetings
held during the year ended 31 March 2009 are set out below:

Directors
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Number of meetings attended/
held during the tenure of

the respective Directors
BREENETHBNEE
EERE EEBIRH

BITEE

Executive Directors

GUO Wei (Chairman and Chief Executive Officer)* B (EEFREEHTE) 5/5
LIN Yang (President)* W5 (HEEL) * 5/5
Non-executive Directors FHITEFE

Andrew Y. YAN Bk 3/5
TANG Xudong ENBER 4/5
CHEN Derek CHEN Derek 5/5
QIU Zhongwei (appointed on 25 February 2009) BHE (R=ZFEFEAF-A—+AHEZE) 0/0
LUO Hong (resigned on 25 February 2009) B (RZFEZFNFZA=1AHAFHE) 4/5
Independent Non-executive Directors BB ITESE

HU Zhaoguang HARRE 4/5
WU Jinglian REREE 3/5
WONG Man Chung, Francis =R 4/5
KWAN Ming Heung, Peter KWAN Ming Heung, Peter 4/5

* Mr. LIN Yang was appointed and Mr. GUO Wei ceased to act as President of
the Company with effect from 1 April 2008.
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Board of Directors (continued)
Appointments and re-election

The Board is empowered under the bye-laws of the Company (the “Bye-Laws”)
to appoint any person as a Director either to fill a casual vacancy or as an
addition to the Board. Qualified candidates will be proposed to the Board for
consideration and the selection criteria are mainly based on the assessment
of their professional qualifications, experience and their possible contribution
to the Group. In February 2009, Mr. QIU Zhongwei was appointed as a Non-
executive Director with unanimous approval by the Directors.

Code Provision A.4.1 stipulates that Non-executive Directors should be
appointed for a specific term, subject to re-election.

All of the Non-executive Directors of the Company were not appointed for any
specific term. Since all Directors (save for the Chairman of the Board or the
Managing Director) are subject to retirement by rotation at each annual general
meeting in accordance with the Bye-Laws and shall be eligible for re-election.
The Board considers that the retirement by rotation at each annual general
meeting in accordance with the Bye-Laws has given the shareholders of the
Company the right to approve continuation of the service of the Directors.

The second part of Code Provision A.4.2 stipulates that every Director, including
those appointed for a specific term, should be subject to retirement by rotation
at least once every three years.

Under the Bye-Laws, at each annual general meeting one-third of the Directors
for the time being or, if their number is not three or a multiple of three, the
number nearest to one-third shall retire from office, the Chairman of the Board
or the Managing Director shall not, whilst holding such office, be subject to
retirement by rotation. Therefore, Mr. GUO Wei, Chairman of the Board, shall
not be subject to retirement by rotation.

Independent Non-executive Directors

Pursuant to Rules 3.10(1) and 3.10(2) of the Listing Rules, the Company
has appointed four Independent Non-executive Directors, one of whom has
appropriate professional qualifications or accounting or related financial
management expertise.

Each of the Independent Non-executive Directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all the Independent Non-executive Directors meet
the independence guidelines set out in Rule 3.13 of the Listing Rules and
considers that they are independent.
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Remuneration Committee

A Remuneration Committee was established on 31 August 2006 with specific
written terms of reference. At the date of this report, the Remuneration
Committee was made up of four members which comprised two Non-executive
Directors, namely Mr. Andrew Y. YAN as the Chairman and Mr. QIU Zhongwei,
and two Independent Non-executive Directors, namely Mr. WONG Man Chung,
Francis and Mr. KWAN Ming Heung, Peter.

Code Provision B.1.1 stipulates that a majority of the members of the
Remuneration Committee should be Independent Non-executive Directors.
Following the resignation of Mr. LUO Hong as a Non-executive Director and
his cessation of acting as a member of the Remuneration Committee of
the Company on 25 February 2009, the composition of the Remuneration
Committee changed from four members to three members, of which a majority
of the members are Independent Non-executive Directors. On 17 June 2009,
Mr. QIU Zhongwei, a Non-executive Director, was appointed as a member of
the Remuneration Committee of the Company. Since then, only half of the
members of the Remuneration Committee are Independent Non-executive
Directors. Due to each of the committee members has extensive experience
in setting up the remuneration policy for the directors and senior management,
the Board considers that this combination of the committee members can
mostly conform to the needs of the Company and is to the optimal efficiency
for the operation of the Committee.

The Remuneration Committee is responsible for, among others, the
determination, subject to the agreement with the Board, the framework
or policy for the remuneration of the Chairman, Chief Executive Officer, the
Executive Directors and such other members of the executive management as
it is designated to consider. The Remuneration Committee shall also determine
the total individual remuneration package of each Executive Director and other
senior executives including bonuses, incentive payments and share options or
other share awards within the terms of the agreed policy and in consultation
with the Chairman and/or Chief Executive Officer as appropriate.
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Remuneration Committee (continued)

The Remuneration Committee met once during the year ended 31 March
2009, where the members attended in person or by other means of electronic
communication to review the remuneration packages of the Executive Directors,
the individual attendance record of each of the committee members at the
Remuneration Committee is set out below:

Committee Members

REBE-_ZTTNF=A=+—HLFERN  HFMME
BE8TREH  KESRFAURMEFEAR
HTREERMATERZHFNES REEEKE
RENEEEER 2 EALERHIIMT :

Number of meeting attended/
held during the tenure of
the respective committee members

BEEEEHEREEHBNLE

ZEERE EERE EEBIRH
Andrew Y.YAN (Chairman) Bt (F/E) 1/1
WONG Man Chung, Francis =R 1/1
KWAN Ming Heung, Peter KWAN Ming Heung, Peter 11
LUO Hong (resigned on 25 February 2009) B (R=ZFENFZA=1HHEHF) 0/1

Details of the Director’s emoluments for the year ended 31 March 2009 are set
out in note 9 to the financial statements.

Chairman and Chief Executive Officer

Code Provision A.2.1 stipulates that the roles of chairman and chief executive
officer should be separate and should not be performed by the same individual.
The division of responsibilities between the chairman and chief executive officer
should be clearly established and set out in writing.

Mr. GUO Wei has been taking up the dual role as Chairman and Chief
Executive Officer of the Company since 19 December 2007. Mr. GUO has
extensive experience in business strategic development and management and
is responsible for overseeing the whole business, strategic development and
management of the Group. The Board believes that the dual role of Mr. GUO
will enable the consistency between the setting up and the implementation
of the business strategy and benefit the Group and the shareholders of the
Company as a whole.

Audit Committee

All members of the Audit Committee are Independent Non-executive Directors
and is responsible for, among others, the integrity of the financial statements
of the Group, reviewing the effectiveness of the Group’s internal controls and
risk management systems, reviewing the effectiveness of the Group’s internal
audit function in the context of the Group’s overall risk management system
and oversight of the relationship with external Auditors.
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Audit Committee (continued)

Following the effective of amendment to the Code Provision C.3.3 on 1 January
2009 by the Stock Exchange, the Audit Committee had recommended to the
Board to revise its Terms of Reference by the inclusion of an annual review of
the adequacy of resources, qualifications and experience of staff of the Group’s
accounting and financial reporting function, and their training programmes and
budget to the duties of the Audit Committee. This amendment to the Terms of
Reference had been approved by the Board on 22 May 2009.

The Audit Committee held four regular meetings during the year ended 31
March 2009 at approximately quarterly intervals where the members attended
either in person or by other means of electronic communication. The individual
attendance records of each of the committee members at the Audit Committee
meetings held during the year ended 31 March 2009 are set out below:

Committee Members

EREEE (H)

BEZRE R P SF AG X EC.3.3I6M — BT NF — A
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Begdc@AALFEEREHINNT

Number of meetings attended/held

EEERE HEER FRETRE
HU Zhaoguang (Chairman) tHRE (F/E) 4/4
WU Jinglian R B 4/4
WONG Man Chung, Francis EP&n 4/4
KWAN Ming Heung, Peter KWAN Ming Heung, Peter 3/4

For the year ended 31 March 2009, the Audit Committee reviewed with senior
management and the Auditors of the Company their respective audit findings,
the accounting principles and practices adopted by the Group, legal and
regulatory compliance, and internal control, risk management and financial
reporting matters. The Board has, through the Audit Committee, conducted
regular reviews on the effectiveness of the internal control system of the Group
during the year ended 31 March 2009.

The Audit Committee has no disagreement with the Board on the selection,
appointment, resignation or dismissal of the Auditors of the Company.

Remuneration of Auditors

For the year ended 31 March 2009, remuneration to Auditors of the Company
were approximately HK$4,600,000 for audit services and HK$1,600,000 for non-
audit services (in which agreed-upon procedures on connected transactions
was HK$75,000, agreed-upon procedures on quarterly/interim results was
HK$450,000 and compliance and tax advisory services was HK$1,075,000).
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Internal Control and Risk Management
Principle

The Board should ensure that the internal control of the issuer is solid, sound,
effective, so as to safeguard shareholders’ investment and the issuer’s
assets.

Internal Control and Risk Management

A well-designed internal control system is very important to the protection of
the Group’s assets, the reliability of its financial statements, and its compliance
with legislation and rules. As such, the Group is committed to establishing
and maintaining a sound internal control system to provide reasonable, though
not absolute, assurance against any serious misrepresentation or loss, and
to manage, though not eliminate, any risk of serious mistakes regarding the
operation system and the objectives of the Group. The Board also perceives
its overall responsibility for the internal control, financial control and risk
management of the Company, and will review its effectiveness from time to
time.

The Group has an Internal Audit Department, which is responsible for the internal
audit of the Group, independent assessment of risks, and internal control
procedures and system, and reports its findings, with recommendations, to the
Audit Committee on a quarterly basis.

The Internal Audit Department will assess the risks to which the Company is
exposed, and formulate an audit plan on that basis annually, so as to ensure that
the internal audit covers all areas of high risks. The audit plan will be submitted
to the Audit Committee for approval. The scope of audit review is determined
based on the risk assessment results. Special reviews will be conducted on
matters which are of concern to the management or the Audit Committee.

Monitoring Procedures

The Board establishes and maintains a good internal control system through
the following principal procedures:

(1) Establishing a reasonable and effective organisation structure with clear
functions, responsibilities and authority;

(2) Laying down stringent procedures for budget preparation and budget
management; formulating business plans and financial budgets annually;
rationally adjusting the organisation structure based on business
planning; ensuring the effective operation of the organisation; reviewing
the implementation of budgets; and making reasonable adjustment based
on the latest conditions;

(8) The Internal Audit Department - independently assessing the
comprehensibility and effectiveness of the monitoring of principal
business; reporting its principal findings, with recommendations, to the
Audit Committee on a quarterly basis; and
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Internal Control and Risk Management (continued)

Monitoring Procedures (continued)

(4) The Auditors — making a “management proposal” in its audit of annual
results; recommending ways to address some internal management
areas which are correspondingly weak; the management making serious
reviews, and making and submitting improvement proposals to the Audit

Committee.

Assessment of Annual Internal Monitoring

For the year ended 31 March 2009, the Internal Audit Department adopted
a risk-based methodology to focus on and monitor principal workflow, and
reported the internal audit results to the Audit Committee on a quarterly basis.
Through the Audit Committee, the Board reviewed the effectiveness of the
internal control system of the Group. The internal control system covers all
important matters to be monitored, including finance, operation and compliance
matters, as well as risk management functions. The Board firmly believes that
the Group was in full compliance with the internal control provisions set out in
the governance rules in the 2008/09 financial year.

Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Directors acknowledge their responsibility for the preparation of the financial
statements of the Group which give a true and fair view of the state of affairs of
the Company and of the Group on a going concern basis in accordance with
the statutory requirements and applicable accounting standards.

The statement of the Auditors of the Company about their reporting
responsibilities on the financial statements of the Group is set out in the
Independent Auditors’ Report on pages 65 to 66 of this annual report.
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The directors of the Company have pleasure in submitting their report together
with the audited consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31 March 2009.

Principal Activities and Segment Information

The Company is an investment holding company. Its principal subsidiaries
are principally engaged in the sale and distribution of general information
technology products and systems products; and provision of information
technology services.

Details of the principal subsidiaries of the Company at 31 March 2009 are set
out in note 20 to the financial statements. There were no significant changes in
the nature of the Group’s principal activities during the year.

An analysis of the Group’s revenue and results for the year by business is set
out in note 4 to the financial statements.

Results and Dividends

The results of the Group for the year ended 31 March 2009 and the state of
affairs at that date of the Company and the Group are set out in the financial
statements on pages 67 to 169 of this annual report.

The directors of the Company recommend the payment of a final dividend
of 14.55 HK cents (2008: 14.55 HK cents) per share in respect of the year
ended 31 March 2009 to shareholders whose names appear on the register of
members of the Company on 25 August 2009. This recommendation has been
incorporated in the financial statements as an allocation of retained profits
within the equity section of the consolidated balance sheet and the balance
sheet of the Group and the Company respectively.

Five-Year Financial Summary

A summary of the results and of the assets, liabilities and minority interests of
the Group for the last five financial years is set out on page 170 of this annual
report. The five-year financial summary does not form part of the audited
financial statements.

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Group and the
Company during the year are set out in note 15 to the financial statements.
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Investment Properties

Details of movements in the investment properties of the Group during the year
are set out in note 16 to the financial statements.

Share Capital

Details of movements, together with the reasons therefor, in the share
capital of the Company during the year are set out in note 34 to the financial
statements.

Reserves

Details of movements in the reserves of the Company and the Group during the
year are set out in note 36(b) to the financial statements and in the consolidated
statement of changes in equity set out on page 70 of this annual report,
respectively.

Distributable Reserves

At 31 March 2009, the Company’s reserves available for distribution,
calculated in accordance with the Companies Act of Bermuda, amounted to
HK$976,603,000, of which HK$140,030,000 has been proposed as a final
dividend for the year. In addition, the Company’s share premium account, in
the amount of HK$617,803,000, may be distributed in the form of fully paid
bonus shares.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Bye-Laws or the laws
of Bermuda although there are no restrictions against such rights under the
laws of Bermuda.

Directors

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

Executive Directors
Mr. GUO Wei (Chairman and Chief Executive Officer)*
Mr. LIN Yang (President)*

Non-executive Directors

Mr. Andrew Y. YAN

Mr. TANG Xudong

Mr. CHEN Derek

Mr. QIU Zhongwei (appointed on 25 February 2009)
Mr. LUO Hong (resigned on 25 February 2009)
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Directors (continued)

Independent Non-executive Directors
Mr. HU Zhaoguang

Professor WU Jinglian

Mr. WONG Man Chung, Francis

Mr. KWAN Ming Heung, Peter

*  Mr. LIN Yang was appointed and Mr. GUO Wei ceased to act as President of the
Company with effect from 1 April 2008.

At the forthcoming annual general meeting of the Company, Mr. HU Zhaoguang,
Mr. WONG Man Chung, Francis and Mr. KWAN Ming Heung, Peter will retire
from office by rotation in accordance with Bye-Law 99 of the Bye-Laws and Mr.
QIU Zhongwei will retire from office in accordance with Bye-Law 102(B) of the
Bye-Laws. Being eligible, all of them will offer themselves for re-election.

Directors’ Service Agreements

Each of the executive directors of the Company entered into a service agreement
with the Company which shall continue in force unless and until terminated by
(i) either the Company or the director serving on the other not less than three
months’ notice, or (i) his retirement as a director without being re-elected as a
director by the shareholders in an annual general meeting in accordance with
the Bye-Laws, or (i) in the event of the director’s default under the terms of the
service agreement.

Save as disclosed above, none of the directors of the Company proposed
for re-election at the forthcoming annual general meeting of the Company
has a service agreement with the Company which is not determinable by the
Company within one year without payment of compensation (other than the
statutory compensation).

Directors’ Interests in Contracts

No contracts of significance to which the Company or any of its 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.

Share Options

The Company adopted a share option scheme on 18 July 2002. Details of
movements in the share options during the year are set out in note 35 to the
financial statements.
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Directors’ and Chief Executive’s Interests and Short Positions in
Shares, Underlying Shares and Debentures

At 31 March 2009, the interests and short positions, if any, of each Director and
chief executive of the Company and their associates in the shares, underlying
shares and debentures of the Company and any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance (the
“SFQO”)) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of the SFO (including interests and
short positions which the directors and chief executive were taken or deemed
to have taken under such provisions of the SFO), or which were required
to be and are recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or which were required to be notified
to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by directors of Listed Issuers (the “Model Code”) were
as follows:

EERTHARNEND - AEKRGRE-EE
SRR

R-BRAF=A=+—0 ARASEERST
BB 0 5% 2 B A AR B R EAE A AR B
M (% RESRHEEROIEXVE ([EHRAEHK
BI1)) 2Bt - HERDREEED - BHREE
% R DI ETRESD HAMB A D R KB
ZRERKE () (BEREFRBEGOZE
PG TERRITREHES RBRIERE 2 #x
RHKR) - HARARERARARREESRAE
fpIEa52M5F B 2 B MR - RE EHEITA
ERETEARHMERTA (MER<FA)) ANg
AR RBRRZ RBRARIT :

Interests in  Percentage of
Interests in underlying aggregate
Name Capacity Ordinary shares shares holding (%)
ZRRRG RIEE R 4 EHRHERE
A g4 HEEZES HEEZER ZBEDL(%)
(Note 1) (Note 2) (Note 6)
(HiaE1) (Hiiz2) (H17E6)
GUO Wei Beneficial owner/ 11,504,000/ 960,000 41.51
Bl Interest of a controlled 89,414,286/
corporation (Note 3)/ 399,522,997
Interests of parties to concert
group agreement (Note 5)
EnEEANS
R EE e (K1523),/
BEAR—BTEER
fihig 2 ez (F1525)
Andrew Y. YAN Interest of a controlled 187,111,744/ - 41.51
7k corporation (Note 4)/ 399,522,997
Interests of parties to concert
group agreement (Note 5)
RIEEE s (MiF4)
BEAR—BITHEE
WhaE 2 ez (A1a25)
LIN Yang Beneficial owner 56,000 1,000,000 0.11
AN E=fEAA
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EEEWmE

Directors’ and Chief Executive’s Interests and Short Positions in
Shares, Underlying Shares and Debentures (continued)

Notes:

1. All of the interests disclosed herein represent long position in the shares of the
Company.

2. The share options held by Mr. GUO Wei and Mr. LIN Yang were granted on
21 May 2008 and are exercisable from 21 May 2009 to 20 May 2016 at an
exercise price of HK$5.89 per share for subscription of ordinary shares of the
Company.

3. 89,414,286 shares of the Company were beneficially held by Kosalaki
Investments Limited (“KIL”), incorporated in the British Virgin Islands (the “BVI”)
with limited liability, which is wholly-owned by Mr. GUO Wei, therefore, Mr. GUO
Wei was deemed to be interested in such shares in which KIL was interested.

4. 187,111,744 shares of the Company were beneficially held by Sparkling
Investment (BVI) Limited (“SIBL”), which is wholly-owned by SAIF Partners IlI
L.P.. SAIF Partners Il L.P. is controlled by SAIF Ill GP, L.P. which is controlled
by Mr. Andrew Y. YAN through SAIF lll GP Capital Ltd., therefore, Mr. Andrew
Y. YAN was deemed to be interested in such shares in which SIBL was
interested.

5. A concert group agreement dated 1 August 2007 entered into among the
concert group, namely SIBL, Charmway Trading Limited (“CTL”), Fine Elite
Management Limited (“FEML”), KIL and Mr. GUO Wei.

6.  The percentage of aggregate holding in shares was calculated on the basis of
962,390,581 shares of the Company in issue as at the 31 March 2009.

Save as disclosed above, at 31 March 2009, none of the Directors and chief
executive of the Company or their associates had any interests or short
positions in the shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of the SFO) which were
required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of the SFO (including interests and short positions which the
directors and chief executive were taken or deemed to have taken under such
provisions of the SFO), or which were required to be recorded in the register
required to be kept by the Company pursuant to Section 352 of the SFO or
which were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code.

EERTHARNRRKRG - HEROREEE
FeEERkAE (E)
HBiat -

1. AXHRBEZ#ER  2REARFRMZITR -

2. BREERMGEEREZERER-ZZNG
FAZ+—HEL  ZEEREUTR=_ZZNF
AA-t+—HE-ZE—XFHA -+ HHBIRT
FEGRBE5.80L/TF URBEARR R T B

{/\ ®

3. 89,414,286/% A2 Al %17 FiKosalaki Investments
Limited ([KIL]) Bzm#FH @ MKILR — RN HEES
HRRESIMKZZBRAR (BBALEES
E¥A) Bt - BRECEHERIEEEZZHKIL
P 2 Rt #eas o

4. 187,111,744%4 A 1A% ) B Sparkling Investment
(BVI) Limited ([SIBL]) & # #f & * MSIBLH
SAIF Partners lll L.P.Z & # & ° SAIF Partners
Il L.P.A1SAIF Ill GP, L.P.FT # &I - SAIF Ill GP,
L.P.8I Bk 5 4 3B BSAIF 1l GP Capital Ltd. BT
ol B - Rk ST AE W AR YEHE B 5% 55 R SIBLAT
B 2Dk °

5. M —BITE & E - BISIBL - Charmway Trading
Limited ([CTLJ) - Fine Elite Management
Limited ([FEML) ~ KILRZBREER T2 4
NA—RBEZ 2 —BITESRE IR -

ARFREZAD L NDEARAR_ETNF=
=+—H 2B #17%19962,390,581 A& B EAEET

o

B o o)

BEXFEEEIN RZEENF=A=+—8
ZIS RIZEE RITBBE SN S 2 B8 AEER A

NalskEEREEE (& REFRPEEG) 2
f&fn « R G EREETR - EAREEFALPEE
1EPIZET7 R FE8 D BB ME AR | RE R BT (B 1ER
BEAFRHEGA 2 BBIGEC NES RITBREE
BRI 2 ERSRR) » BB ALRA
AR BB 5 M S 50 E35215 17 B v B L ek iR
BIZESTRIZBAE AN G MEERFT 2 RS SRR ©
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Substantial Shareholders’ Interests and Short Positions in EERRRBROKEBRG z2EZRAE
Shares and Underlying Shares

At 31 March 2009, to the best knowledge of the Directors, the following R_ZTTAF=A=+—H BLESFMHM U TA
persons, not being a director or chief executive of the Company, had interests £ (IW3EARR R E FH1THAAE) RAR RGN K&
and short positions, if any, in the shares and underlying shares of the Company *H B N& D R A AR IR R 5 K B B IR I SBEXVEL %2
as required to be disclosed to the Company pursuant to Divisions 2 and 3 of ~ M37 #i#KEE T AR A] - SARIEE = M S &5
the SFO, or required to be recorded in the register required to be kept under ~ 53361& N7 & 2 & el Prac sk < #E e Mok A (10

Section 336 of the SFO: B):
Percentage
of aggregate
Number of holding
Name Capacity shares in shares (%)
EHERE
=L 54 KRB EE ZB (%)
(Note 1) (Note 11)
(Hfit1) (Hfit11)
Sparkling Investment (BVI) Beneficial owner/ 187,111,744/ 41.51
Limited Interests of parties to 399,522,997
(Note 2) (Kizt2) concert group agreement (Note 10)
ERBAENS
BEAR—BITBHEER
R (A10)
SAIF Il GP Capital Ltd. Interest of a controlled corporation/ 187,111,744/ 41.51
(Note 2) (K1#£2) Interests of parties to 399,522,997
concert group agreement (Note 10)
RIEEE S
BEAR—BTEBEHE
Tﬁjuﬁszg = (/]/7‘/7_{70)
Charmway Trading Limited Beneficial owner/ 77,373,077/ 41.51
(Note 3) (K1#£3) Interests of parties to 399,522,997
concert group agreement (Note 10)
EnBAEANS
BEAR—BITEBEE
R (A 10)
Hony Capital Fund Ill, L.P. Interest of a controlled corporation/ 77,373,077/ 41.51
(Note 3) (472#3) Interests of parties to 399,522,997

concert group agreement (Note 10)
RIEEB S

BEAR—HTEBEHE

R (A5210)
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Substantial Shareholders’ Interests and Short Positions in

FERRRROREBRO 2EZRKR

Shares and Underlying Shares (continued) (#&)
Percentage
of aggregate
Number of holding
Name Capacity shares in shares (%)
EHERE
=1 14 RGEE ZBE D (%)
(Note 1) (Note 11)
(Hfit1) (Hfit11)
Hony Capital Fund Ill, G.P. L.P. Interest of a controlled corporation/ 77,373,077/ 41.51
(Note 3) (K1#3) Interests of parties to 399,522,997
concert group agreement (Note 10)
RIEEE S
BEAR—BTEBEE
et (A/5210)
Hony Capital Fund Ill, G.P. Limited Interest of a controlled corporation/ 77,373,077/ 41.51
(Note 3) (K1#3) Interests of parties to 399,522,997
concert group agreement (Note 10)
RIEEE S
BEAR—BITEBEHE
hEaIiER (A75210)
Hony Capital Management Il Interest of a controlled corporation/ 77,373,077/ 41.51
Limited Interests of parties to 399,522,997
(Note 3) (K1#3) concert group agreement (Note 10)
R EE S
BEAR—BITEBEHE
hEaIiER (A75210)
John Huan ZHAO (Note 3) Interest of a controlled corporation/ 77,373,077/ 41.51
HSB (A1723) Interests of parties to 399,522,997
concert group agreement (Note 10)
REEE S
BEAR—BTEEE
EaiEs (A/5210)
Fine Elite Management Limited Beneficial owner/ 33,159,890/ 41.51
(Note 4) (Kiit4) Interests of parties to 399,522,997

concert group agreement (Note 10)
ERBEAANS

BIR—HTHEE

e (A/5210)
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EERHE

Substantial Shareholders’ Interests and Short Positions in

FERRRROREBRO 2EZRKR

Shares and Underlying Shares (continued) (#&)
Percentage
of aggregate
Number of holding
Name Capacity shares in shares (%)
EHERE
=t g4 RGEE ZBE D (%)
(Note 1) (Note 11)
(Hfit1) (Htat11)
IDG Technology Venture Interest of a controlled corporation/ 33,159,890/ 41.51
Investment Ill, LLC Interests of parties to 399,522,997
(Note 4) (Kiit4) concert group agreement (Note 10)
RIEEE
BEAR—BITBHER
MR (A 10)
IDG Technology Venture Interest of a controlled corporation/ 33,159,890/ 41.51
Investment Ill, L.P. Interests of parties to 399,522,997
(Note 4) (K1:£4) concert group agreement (Note 10)
R EE RS
BEAR—BTEBEHE
R (A5210)
IDG-Accel China Growth Fund Interest of a controlled corporation/ 33,159,890/ 41.51
GP Associates Ltd. Interests of parties to 399,522,997
(Note 4) (Kiit4) concert group agreement (Note 10)
REEE
BEAR—BITEBEE
R (A77E10)
IDG-Accel China Growth Fund Interest of a controlled corporation/ 33,159,890/ 41.51
Associates L.P. Interests of parties to 399,522,997
(Note 4) (K1:#4) concert group agreement (Note 10)
REEB RS
BEAR—HTEBEHE
R (A/5210)
IDG-Accel China Growth Fund L.P. Interest of a controlled corporation/ 33,159,890/ 41.51
(Note 4) (Kiit4) Interests of parties to 399,522,997

concert group agreement (Note 10)
RPAE R

BEAR—BITEBEE

Hr R (AfiE10)
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Substantial Shareholders’

Interests and Short Positions in

FERRRROREBRO 2EZRKR

Shares and Underlying Shares (continued) (#&)
Percentage
of aggregate
Number of holding
Name Capacity shares in shares (%)
EHERE
=1 14 BB EE ZB (%)
(Note 1) (Note 11)
(Hfit1) (Hfit11)
Patrick J. MCGOVERN Interest of a controlled corporation/ 33,159,890/ 41.51
(Note 4) (Kiit4) Interests of parties to 399,522,997
concert group agreement (Note 10)
RIEEE
BEAR—BITBHER
MR (A10)
Quan ZHOU (Note 4) Interest of a controlled corporation/ 33,159,890/ 41.51
Az (Kfit4) Interests of parties to 399,522,997
concert group agreement (Note 10)
RIEEE s
BEAR—BITBHER
MR (A 10)
Kosalaki Investments Limited Beneficial owner/ 89,414,286/ 41.51
(Note 5) (K7#£5) Interests of parties to 399,522,997
concert group agreement (Note 10)
ERBAENS
BEAR—BITBHER
R (A 10)
Legend Holdings Limited Beneficial owner/ 15,013,077/ 16.25
(Notes 6 & 7) Interest of a controlled corporation 141,368,642
AR RR B PR A 7 ExnEEAN
(H1776%7) SNl
Employees’ Shareholding Interest of controlled corporations 156,381,719 16.25
Society of Legend Holdings S TNE L
Limited (Notes 6 & 8)
AR B IR A R
BIHke (Hit6k8)
Allianz SE Interest of controlled corporations 67,512,000 7.01

(Note 9) (K17#9)

XY AE R
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Substantial Shareholders’

Interests and Short Positions in

Shares and Underlying Shares (continued)

Notes:

All of the interests disclosed herein represent long position in the shares of the
Company.

187,111,744 shares of the Company were beneficially held by SIBL, which is
wholly-owned by SAIF Partners Ill L.P.. SAIF Partners Ill L.P. is controlled by
SAIF Il GP, L.P. which is controlled by Mr. Andrew Y. YAN, director of the
Company, through SAIF Il GP Capital Ltd..

77,373,077 shares of the Company were beneficially held by CTL, which is
wholly-owned by Hony Capital Fund Ill, L.P.. Hony Capital Fund Ill, L.P. is
controlled by Hony Capital Fund Ill, G.P. L.P., which is controlled by Hony
Capital Fund Ill, G.P. Limited. Hony Capital Fund lll, G.P. Limited is wholly-
owned by Hony Capital Management lll Limited. Hony Capital Management llI
Limited is owned as to 55% by Mr. John Huan ZHAO and 45% indirectly by
Legend Holdings Limited through Right Lane Limited.

33,159,890 shares of the Company were beneficially held by FEML, which is
jointly-owned by IDG Technology Venture Investment lll, L.P., IDG-Accel China
Growth Fund L.P., IDG-Accel China Growth Fund-A L.P. and IDG-Accel China
Investors L.P.. IDG Technology Venture Investment Ill, L.P. is controlled by IDG
Technology Venture Investment I, LLC, which is in turn controlled by Mr. Quan
ZHOU and Mr. Patrick J. MCGOVERN. Both IDG-Accel China Growth Fund
L.P. and IDG-Accel China Growth Fund-A L.P. are controlled by IDG-Accel
China Growth Fund Associates L.P. which is controlled by IDG-Accel China
Growth Fund GP Associates Ltd. which is in turn controlled by Mr. Quan ZHOU
and Mr. Patrick J. MCGOVERN. IDG-Accel China Investors L.P. is controlled
by IDG-Accel China Investors Associates Ltd. which is in turn controlled by Mr.
Quan ZHOU and Mr. Jim BREYER.

FERRRROREBRO 2EZRKR

(#&)

Hret -

1.

X2 s - 2RARFRM ZIFA -

187,111,744f% 7~ A 7] B {5 BASIBLE &= 5 & -
fSIBLESAIF Partners Il L.P.2 & # & - SAIF
Partners Il L.P.E3SAIF Ill GP, L.P.Fr#z 4l - SAIF
Il GP, L.P.HZANA A= = Bt/ £ E BSAIF Il GP
Capital Ltd.FfriZ ) o

77,373,077 AR R BCTLE 2 F5H - MCTL
Bl FAHony Capital Fund Ill, L.P.Z2 & # A ° Hony
Capital Fund lIl, L.P.ffHony Capital Fund lIl,
G.P. L.P.AT#E %l > MHony Capital Fund Ill, G.P.
L.P.AJEgHony Capital Fund Ill, G.P. LimitedfT{%
%l  Hony Capital Fund Ill, G.P. LimitedfiHony
Capital Management Il Limited® & # & - M
Hony Capital Management Il Limited 8| A 5 < &L
S AERB HE55% 2 i R B EIE R AR A RS
RFRAA R A AR A HA45% 5 ©

33,159,890k X A &l IR {9 HFEMLE & 456 + M
FEMLE! FIDG Technology Venture Investment
Ill, L.P. ~ IDG-Accel China Growth Fund L.P. *
IDG-Accel China Growth Fund-A L.P.XIDG-
Accel China Investors L.P.2t [F # & °IDG
Technology Venture Investment Ill, L.P.AHIDG
Technology Venture Investment Ill, LLCFT#E 4 ©
IDG Technology Venture Investment Ill, LLC
Al 3 & 2 5t & KPatrick J. MCGOVERNJE 4 it
#%£ %l o IDG-Accel China Growth Fund L.P.}%
IDG-Accel China Growth Fund-A L.P.F§ & 3
B IDG-Accel China Growth Fund Associates
L.P.FT 4 | ° IDG-Accel China Growth Fund
Associates L.P.HIDG-Accel China Growth
Fund GP Associates Ltd. Ff 1% %l MmIDG-
Accel China Growth Fund GP Associates Ltd.
Al i & & % & KPatrick J. MCGOVERNZ: £
FT #& 4l - IDG-Accel China Investors L.P.FIDG-
Accel China Investors Associates Ltd.FT 2 | o
MIDG-Accel China Intestors Associates Ltd
8] B A & 5t £ KJim BREYERSE &£ AT 3% i
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EEEWmE

Substantial Shareholders’

Interests and Short Positions in

Shares and Underlying Shares (continued)

Notes: (continued)

10.

11.

KIL incorporated in the BVI with limited liability, is wholly-owned by Mr. GUO
Wei, director of the Company.

The English names “Legend Holdings Limited” and “Employees’ Shareholding
Society of Legend Holdings Limited” are direct transliterations of their Chinese
registered names “EfFRIZRRABR/AR]” and ‘BRI AR A RE TIHKS”
respectively.

141,368,642 shares were held by Right Lane Limited, a wholly-owned subsidiary
and a controlled corporation of Legend Holdings Limited, and therefore Legend
Holdings Limited was deemed to be interested in such shares by virtue of the
SFO.

Employees’ Shareholding Society of Legend Holdings Limited was the
controlling shareholder of Legend Holdings Limited and was therefore deemed
to be interested in the 156,381,719 shares in which Legend Holdings Limited
was interested.

67,512,000 shares were beneficially held by RCM Asia Pacific Limited. RCM

Asia Pacific Limited was indirectly wholly-owned by Allianz SE.

A concert group agreement dated 1 August 2007 entered into among the
concert group, namely SIBL, CTL, FEML, KIL and Mr. GUO Wei.

The percentage of aggregate holding in shares was calculated on the basis of
962,390,581 shares of the Company in issue as at 31 March 2009.

Save as disclosed herein, as at 31 March 2009, the Company had not been
notified by any persons who had interests or short positions in shares or
underlying shares of the Company which are required to be recorded in the
register required to be kept under Section 336 of Part XV of the SFO.

ITERRRNROREERO 2ERZR KR
(%)
Mt (&)

5. KILA—HREBEBRESEMKIZIZAERA
B ARRAEELR/ELEZERS -

6. 78 [Legend Holdings Limited | & [Employees’
Shareholding Society of Legend Holdings
Limited| I 0 Rl BB EEMER 2P XEH
(BB IR B R AR ] & (B8R AR A Al T
FriRE | o

7. 141,368,642 IRV EABEIZERBER ARG 22 &
HEMBRAR LRI ABMBERARRFSE -
I - IREFSRPEED - BAAERER AN
RV ZSRRD 2 #Eas o

8. HMBIEAAR AR THACE ThE AR WH&*[H‘EE’“
B2 AR - Bt - B RCAR RS B AR A
BRAAHE 2156,381,71908 8k 2 #Eam ©

9. RCM Asia Pacific Limited® z £ 567,512,000%
fi&1n ° MRCM Asia Pacific LimitedBllg5Allianz SE
WZE2EHA -

10. B —E17# %% E - BISIBL * CTL * FEML * KILX
FEEER_ZZTLFNA—BFILZ—BTE

B -

1. ARABRHBREZBEAHNREAAR-TEA
F=A=1+—RHzB&1T1k1H962,390,581 K =%
Y -

BEXPEEEN  R-ETAF=A=+—H"
$E5E4ET%H/\i%D@$ RAR B Z Bt S AERE
tne - BERBRERE %}&H & BIEXVED 22336
BARATHEFHELCMAAE 2 EEIAR °
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Report of the Directors
EEEWME

Connected Transactions

During the year under review, the Group entered into the following continuing
connected transactions which are of a regular and continuing nature and in the
ordinary and usual course of business of the Group or, as the case may be,
connected transactions under the Listing Rules:

1. (@ On7November2007, the Company entered into a master agreement
with Lenovo Group Limited (“Lenovo”) (the “Master Sale Agreement”)
with a term of three years commencing on 20 December 2007 in
relation to the Sales Arrangements, being the sales of IT products
and the provision of services by the Group to Lenovo and/or its
subsidiaries (the “Lenovo Group”).

(b) On 27 March 2006, the Company entered into a supplemental
master purchases agreement with Lenovo with a term of three years
commencing on 9 June 2006 (the “2006 Purchase Agreement”) for
the purpose of regulating the Purchases Arrangements, being the
purchases by the Group from the Lenovo Group of IT products and
the provision of services by the Lenovo Group to the Group. On 16
October 2008, the Company entered into a master agreement with
Lenovo (the “2007 Purchase Agreement”) with a term of three years
commencing on 25 November 2008, which superseded the 2006
Purchase Agreement in relation to the Purchases Arrangements.

Legend Holdings Limited (“Legend”) is a connected person of the Company
by virtue of being a substantial shareholder of the Company. Lenovo is an
associate of Legend by virtue of Legend being its controlling shareholder.
Pursuant to the Listing Rules, Legend and any of its associates are
regarded as connected persons of the Company. Lenovo is therefore also
regarded as a connected person of the Company.

For the year ended 31 March 2009, the aggregate amount of the continuing
connected transactions in relation to the sales by the Group to Lenovo
Group was approximately HK$77,582,000 and the aggregate amount of
the continuing connected transactions in relation to the purchases by the
Group from Lenovo Group was approximately HK$1,944,860,000.

BEXS
REEFEAR - EHRATAKEET IIBAE
BHE R REKBIETERARFEENSERE
RHREERH (BERME)

1. (@ RZZTZLF+—AEH  AQF)HEE
BEBERAR (BB 53— MmN
HEZH  BIAREEHEEITE I ZHE
RIS FEAE R SREWB AR ([HE%E
E) TE-ZT+F+=-A=1+HE
BE=F 2B (RSl -

7

b) RZZEEXF=ZA=+tH A FH
BT — M E TS AFENANBRE
BH=F R BREER® (ZTEX
HKEWZR])  NEEHRELH  BIASE
BB EERETER A EEE
MASBERERE - RZTZEN\F+A
+7NB AR R EBABET — 1D BERK
BZHYTE T \F+—A=+HAH
BRA=Fzanx (2= tRER
1) UK == RE R -

IR AR AR (B8R RAREZ
TERR  AUTRARRF ZEEAL - B
PERRER AR 2 IR R - B AR AR B AR A 2
BB o RIR ETAR RN - BARRRAR I HAEfr
BAIERSNRBZBEANTLT - MR TRE
MR SARRA] 2 FEANL ©

HE_ZTTNF=-A=1T—"HILEE - HiFE
MEXZERAEBHE THESE 288
X BB 77,582,000 T M I ERER S E
Bz ASERBESERE BB AEE
1,944,860,0007T °



X

Report of the Directors

EERHE

Connected Transactions (continued)

2.

On 31 December 2004, DGT Information Systems Limited (“DGT”), a
company owned as to 55% by the Company, 25% by GE Capital Mauritius
Equity Investment (“GE”) and 20% by TIS Inc. (“TIS”), entered into
master agreements with GE (“GE Agreement”) and TIS (“TIS Agreement”)
respectively for the purpose of regulating the transactions relating to the
provision of software development, applications outsourcing, IT support
and other related professional services by DGT and its subsidiaries to GE
and/or its associates (“GE Transactions”) and to TIS and/or its associates
(“TIS Transactions”).

On 23 January 2007, the Company announced that DGT entered into
supplemental agreements with GE and TIS respectively both dated 22
January 2007 to extend the term of each of the GE Agreement and the TIS
Agreement for a period of three years commencing on 1 April 2007 (the
“Supplemental Agreements”).

At the date of the GE Agreement, the TIS Agreement and the Supplemental
Agreements, GE and TIS were each a substantial shareholder of DGT,
therefore, GE, TIS and their respective associates were regarded as
connected persons of the Company under the Listing Rules.

After the allotment of new shares of DGT on 19 August 2008, TIS’s equity
interest in DGT was diluted to 9.41%. Since then, TIS and its respective
associates ceased to be connected persons of the Company under the
Listing Rules.

On 18 November 2008, the Company announced that Digital China
Software (BVI) Limited, a wholly-owned subsidiary of the Company,
would acquire the entire equity interest of GE in DGT at a consideration
of US$1,435,629, which constituted a connected transaction under the
Listing Rules. Upon the completion of the above share transfer on 20
November 2008, GE ceased to have any interest in DGT. Since then, GE
and its respective associates ceased to be connected persons of the
Company under the Listing Rules.

The amounts of the continuing connected transactions in relation to the
GE transactions and TIS transactions for the period starting from 1 April
2008 up to the respective dates of ceasing to be connected persons of
the Company were approximately HK$8,826,000 and HK$20,744,000
respectively.

BEXZ (&)

2.

N-ZBENE+—A=+—H  @MN&EEH
AR AR ([t NS BAERAE]) - —H
D RIRAAR#EH55% - GE Capital Mauritius
Equity Investment ([ GE) #525% K& TIS Inc.
([TIS)) % B20% % = 2 A 7 © 5 5l EGE
(TGEfpar]) KTIS ([TISthak]) 5] &M% -
LR E BB SMNETSBR R R E B AR
MGEN sk ELHt 8 A RS (R - A
HoNE - ITEEEEMABEZEZERY ([GER
%1) RIATISK sk E 58 AR EEFRZE -
FEREMING  ITH 1R R E M AR Z ¥R
(ITMsx5]) -

RIBTAF—HA-+=H " ARRSMHEMN
BB - D RIEGERTISFTTSZ B R —
TR F A+t Bz#R = SGER
ZRTISHHZBHRAE ST LA —HE
R=%F ([fripzl)

NGEW % ~ TISH#% R T i < B - GE
RTISH A MBS RAR M 2 T 2RI -
Ut - B EHARRIGE  TISRRER B 2 ME
ATHERR/RNRE ZBEAL ©

BEMEEBEREGR _EZENFNA\R T
B BCEFTAR - TISKAe MBS BRA R 2
MRAEM 5 229.41% Bt - RIE ETHARRA
TISREZBMBALINBRARNBZAEAL -

AARRZZZENF+—A+NBAH - AR
A#)—f 2 & K{E A A]Digital China Software
(BVI) Limited (18 SIS E BV ERAR]) #&
MGELAR (B1,435,6293 70 if A B35 7 11| £X
HmAE 2R - BRIE EHRA
RRREEEEN T —HEER S c R=ZT
NEFE+—A=+A Ll RS ETRE - GE
THEEEA@MNBHRATMG - B
it RFEHRE GERERMEALRE
RANRZBENT -

H-ZZ/\FNA—HEHSESETHEREAR
RAIZBAE AT BHZ BMA - EBGER 5 KTIS
RHBEAZIFERER I ZAZBSBNES
#58,826,0007T X5 #20,744,0007T °




4

Report of the Directors
EEEWME

Connected Transactions (continued)

The above continuing connected transactions have been reviewed by the
directors of the Company (including the independent non-executive directors).
The independent non-executive directors have confirmed that these continuing
connected transactions have been entered into:

(@ in the ordinary and usual course of business of the Group;

(b) either on normal commercial terms or on terms no less favourable to the
Group than terms available to or from independent third parties; and

(c) inaccordance with the relevant agreements governing them on terms that
are fair and reasonable and in the interests of the shareholders of the

Company as a whole.

The auditors of the Company have also confirmed that these continuing
connected transactions:

(@) have received the approval of the board of directors of the Company;
(b) are in accordance with the pricing policies of the Group;

(c) have been entered into in accordance with the relevant agreements
governing the transactions; and

(d) have not exceeded their respective caps disclosed in the announcements
dated 23 January 2007, 7 November 2007 and 16 October 2008.

The Company confirmed that it has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules in respect of the transactions
stated hereinabove.

Significant related party transactions entered into by the Group during the year
ended 31 March 2009 are disclosed in note 41 to the financial statements.
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Donations
During the year, the Group made donation of HK$3,405,000 (2008: Nil).

Major Customers and Suppliers

The aggregate percentage of turnover attributable to the Group’s five largest
customers was less than 30% (2008: less than 30%) of the Group’s total
turnover for the year.

The aggregate percentage of purchases attributable to the Group’s five largest
suppliers was approximately 41% (2008: approximately 49%) of the Group’s
total purchases and the percentage of purchases attributable to the Group’s
largest supplier was approximately 12% (2008: approximately 16%) for the
year.

None of the directors, any of their associates or shareholders (which, to the
best knowledge of the directors, own more than 5% of the Company’s issued
share capital) had any beneficial interest in the Group’s major customers or
suppliers noted above.

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

During the year ended 31 March 2009, the Company repurchased an aggregate
of 1,229,000 ordinary shares at the consideration of the highest and lowest
purchase prices of HK$2.72 and HK$2.18 per share respectively on the Stock
Exchange and the aggregate consideration paid (including transaction costs)
was approximately HK$2,887,000. All of the repurchased shares had been
cancelled.

Save as disclosed above, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities during the
year ended 31 March 2009.

Auditors

The consolidated financial statements for the year ended 31 March 2009 of the
Group were audited by Ernst & Young.

At the forthcoming annual general meeting of the Company, Ernst & Young
will retire but, being eligible, will offer themselves for re-appointment, and
accordingly a resolution will be proposed to re-appoint Ernst & Young as the
auditors of the Company.

B
RAFERN - AEE Z B3 5%5%3,405,0007T (=
TEN\EF  E) -

FEEFRHERS
RAFEEARBAEBRAARL AL 2 ¥ BN
AEBEREXB 2B PRI0% (ZFTZNF :
DLIA30%) ©

RAFEARBAEERAHERA X ZRBERIG
AEBRBAF AN LORN% (ZFT)N\F
#149%) - RRAAKEZAHERE 2 RBEMHE
BALK/12% (Z2T)\F : £916%) °

B IARSEIBHBEARRR BEEMAES
RAREBITRABBES%E) BIEE i AKEE
EXPHAHEETHA B SR -

BE - HEFWMEEXQAR 2 LHES

NEBE_TTAE=A=1+—HIEER " AR
AN REERES RREEABE K272 R A
2187 2 BB A2 FT B[l & $£1,229,0004% 3 i A%
BH o XMz BRE (BERSHKAR) HABE
2,887,0007T ° FTBEHE DB W o

B EXFTREESN  AAR REEAINERRRE
E_TENF=A=1+—RHIFERN  HEEE
HESBEEMANRAZ EHES °

BB
AEEBZE_TTNF=A=+—RALFEZFE
SRR HLOKGET BNV EIEFIERZ ©

LKA R 2 EMR N AR R EAFRTZ
BREBFRE LER  EEABEBRLREEERE
£ Bt - —RERERLKEAMEFEMA/ERR
B2 B ORBEAG TIARE ©




4

Report of the Directors
EEEWmE

IR
Digital China Holdings Limited h

Sufficiency of Public Float BEARSRKRE

Based on information that is publicly available to the Company and within ~ AR AIRBEAFER - UREZEFHRMEGE
the knowledge of the Directors, the Directors confirm that the Company has ' EERRBARRRBE_TTNF=A=1+—
maintained the amount of public float as required under the Listing Rules during B IEFE AD#ER LR R 2K THRIE R RFF K

the year ended 31 March 2009. =

Event after the Balance Sheet Date FEA®RZEE

Datails of the significant event after the balance sheet date of the Group are set ~ ANEEZ EXEE A& 7 FEF BN AT BHEK
out in note 44 to the financial statements. PisE44 o

ON BEHALF OF THE BOARD
REEFS

Zf
GUO Wei &4

Chairman and Chief Executive Officer +/E# E/Z#7TE

Hong Kong, 17 June 2009
B ZZENFERATLER
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Independent Auditors’ Report

Ell ERNST & YOUNG

= ik

To the shareholders of Digital China Holdings Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements of Digital China Holdings
Limited set out on pages 67 to 169, which comprise the consolidated
and company balance sheets as at 31 March 2009, and the consolidated
income statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the
true and fair presentation of these financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of the
Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation
and the true and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. Our report is made solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act 1981, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.

B 3z BUAD ¥ 5

B MNBRERERQIADZEERR
(REREZMEAL 2 ERLE])

RZEA (LTREBI&RM]) EEREMETFE
BRERQAHRNRETEEE169B W I R K
OB REEER-—SEZEAF=A=1+—BH&E
CEEBBRRAFEEABREBZEZALSE
ENFRENREE  REBREBRRESHER
2R URFESHBRBER LM EHEE -

EERVBRRARENEE

BERRESAEMEREBSHAOSTHEMGHN
(ERUBHREEL) R(BFEBRARKRL) 2KE
RERNILBEEM R AMIHZEHBHEIRE -
ELEAEERT  BRREERYBRREFER
REEMm A5 RAABEAY N AR - BUE R
BRI FEHRRFRERMEFNE RERRK
M BREREREENSEEE ) URRERE
HEBNE AR

BB R EE

EMNEEERRBERMANELHZSYBRERME
HER - EMWBEREERE-NAN-F(2
AE) FNTHRERZBRRER  MALFAE
HBEH HMABRFIRABRENATHEMEM
ATBEHEREESE -

EMERBEEBEFMOASHEMN(EBERE
A)MREANTER BLEENEREMETH
RERREH URBRIATER  EHESSE
RE BEZSUBBRREREIFREMERE
AR o




iy
al China Holdings Limited Y

VvV
Independent Auditors’ Report

B 3z BUAD ¥ 5

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosuresinthe financial statements. The procedures selected
depend on the auditors’ judgement, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation and true and fair presentation
of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state
of affairs of the Company and of the Group as at 31 March 2009 and of
the Group’s profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Ernst & Young

TGRSR

Certified Public Accountants

HFEE T

18/F., Two International Finance Centre

8 Finance Street, Central

Hong Kong
ERPREHEREEERMPLHTNE

17 June 2009
—EFNFARATLEH
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Consolidated Income Statement
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Year ended 31 March 2009 HE_-_ZZAF=-A=+—HLFE

2009 2008
—ZEEhE —ZET)N\F
Notes HK$’000 HK$’000
Krat B TFT BT T
REVENUE PN 5 42,326,342 35,243,773
Cost of sales PyE R A (39,367,767) (32,732,995)
Gross profit EF 2,958,575 2,510,778
Other income and gains HAa A K Uz 5 447,701 417,965
Selling and distribution costs HER D #HBR A (1,701,244) (1,548,118)
Administrative expenses THEAR (372,297) (394,624)
Other operating expenses, net Hih&EE R FE (449,053) (335,350)
Total operating expenses EEBRHARE 6 (2,522,594) (2,278,092)
Finance costs A& AR 8 (159,091) (207,791)
Share of profits and losses of: EBETH AR 2R REE :
Jointly-controlled entities H[EE S 2 (40) (880)
Associates iR RN 11,671 11,052
PROFIT BEFORE TAX BB AT SR 7 736,222 453,032
Tax BIE 11 (126,936) (52,152)
PROFIT FOR THE YEAR REERF 609,286 400,880
Attributable to: FER
Equity holders of the parent B RARRRER 12 641,145 401,125
Minority interests DHRRER (31,859) (245)
609,286 400,880
DIVIDENDS - Proposed final BRAHRE 13 140,030 140,210
EARNINGS PER SHARE BAREERRELESREAER
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT 14
Basic HAR 66.58 HK centsi&{ll  43.72 HK centsi&Al
Diluted e N/A TER  42.91 HK centsi& Al
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Consolidated Balance Sheet

31 March 2009 —ZZAF=A=+—H

2009 2008
—EENE —EENE
Notes HK$’000 HK$'000
K&t BT T BEF T
NON-CURRENT ASSETS RBEE
Property, plant and equipment ¥ BMERZE 15 397,767 401,124
Investment properties REYE 16 238,516 234,212
Prepaid land premiums ENLIES 17 14,671 14,765
Intangible assets ®mILEE 19 4,233 5,526
Interests in jointly-controlled entities AL EERSI ¥ 2 S 22 6,201 7,894
Interests in associates REE RN T 2R 23 23,409 35,612
Available-for-sale investments AHHEZRE 24 101,496 31,611
Deferred tax assets EERIEBEE 25 24,176 19,480
Total non-current assets HERBEE 810,469 750,224
CURRENT ASSETS REEE
Inventories =78 26 2,136,461 2,559,364
Trade and bills receivables EWE SRR ERERE 28 5,471,493 3,772,820
Prepayments, deposits and FEARIE - REREMMERRE
other receivables 1,366,277 1,233,629
Derivative financial instruments TTEE®mI A 31 27,097 -
Cash and cash equivalents HeERBEELEEY 29 1,734,428 998,454
Total current assets BREEE 10,735,756 8,564,267
CURRENT LIABILITIES REBEE
Trade and bills payables ENEZRTRENEZE 30 4,697,703 3,334,519
Other payables and accruals HENRIERERER 1,681,331 1,695,420
Tax payable FE SRR 18 133,010 66,405
Interest-bearing bank borrowings M ERITE 32 875,449 400,066
Total current liabilities HREEE 7,387,493 5,496,410
NET CURRENT ASSETS REBEEZRE 3,348,263 3,067,857
TOTAL ASSETS LESS CURRENT BEERABERS
LIABILITIES 4,158,732 3,818,081
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2009 2008
—EBhEF —EENE
Notes HK$°000 HK$’000
i3 BT T BEF T
NON-CURRENT LIABILITIES FREEE
Interest-bearing bank borrowings ff SRITE K 32 701,516 952,803
Bond payable EAES 88 226,296 221,582
Total non-current liabilities BIERBEE 927,812 1,174,385
Net assets EEFE 3,230,920 2,643,696
EQUITY fEm
Equity attributable to BARRREMES
equity holders of the parent
Issued capital 2 & TIRA 34 96,239 96,362
Reserves f#E 36(a) 2,903,667 2,389,347
Proposed final dividend BIRARHRE 13 140,030 140,210
3,139,936 2,625,919
Minority interests LPEBRRER 90,984 17,777
Total equity AR 3,230,920 2,643,696

GUO Wei 5% LIN Yang %%
Chairman E /& Director 2%
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Consolidated Statement of Changes in Equity
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Year ended 31 March 2009 HE_-ZTZ

NE=ZA=+—BLEFE

Attributable to equity holders of the parent

BARRREE
Employee
Share share-based Exchange Proposed
Issued premium Capital  compensation Reserve fluctuation Retained final Minority Total
capital account reserve reserve funds reserve profits dividend Total interests equity
B&fT it NRGLHEE EXRD B U2 |
i Bk ERGE  ZMERE fEES fife REER AERE @it RFESR EnE
Notes HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
Wit BEFr  EEfr BETx BEFr  EEfr BEfn BEFr B¥in BEFn EETn BEFx
At 1 April 2007 RZZZtEMA-A 87,404 319,572 625,334 56,269 64,002 38,432 697,970 72,310 1,961,363 11,893 1,973,246
Exchange realignment and REEEFHER
net gain recognised directly ERNVERER
in equty for the year ZhERE = - - - - 77,088 - - 77,088 - 77,088
Proft for the year RERER - - - - - - 401,125 - 401,125 (245) 400,880
Totalincome and expense FEEARARER
for the year - - - - - 77,088 401,125 - 478213 (245) 477,968
Exercise of share options fIiEERE g/ 8958 300995 - (52,806) - - - - 27,147 - 261,147
Release upon lapse of vested REGRERE
share options KNEEL - - - (5,039) - - 5,039 - - - -
Equity-settled share option NRHRAZ
arrangements BRERS 35 - - - 1576 - - - - 1,576 - 1576
Capital injection from minority -BRBATOERR
shareholders of a subsidiary LEEER = - - - - - - - - 6,457 6,457
Acquisttion of minortty interests WBOEREER - - - - - - - - - (328) (328)
Final 2007 dividend “EELERERE - - - - - - - (72,370) (72,370) - (72,370
Proposed final 2008 dividend BR-ESNERERE 13 - - = - = = (140.210) 140,210 = = -
Transfer to reserve funds ERZHEES - - - - 17,328 - (17,328) - - - -
At 31 March 2008 RZZENF=F=1-A 96,362 620,567 625,334 = 81,330" 115,520 946,596 140,210 2,625,919 17,777 2,643,696
At 1 April 2008 RZEENEMA-A 96,362 620,567 625,334 - 81,330 115,520 946,596 140,210 2,625,919 17,717 2,643,696
Exchange realignment and TERERAER
net gain recognised directly ERNERRD
in equity for the year ZhEEE - - - - - 7,518 - - 7,518 361 7,879
Profit for the year TEEER o - - - - - 641,145 - 641,145 (31,859) 609,286
Totalincome and expense KEEAWARRR
for the year - - - - - 7518 641,145 - 648,663 (31,498) 617,165
Repurchase and cancelation BEREHRS
of shares 34 (123) (2,764) - - - - - - (2,887) - (2,887)
Equity-settled share option WiRf%A2
arrangements BRERE 3 - - - 8451 - - - - 8451 - 8,451
Capital contrioution from SRENELT
minority shareholders of SERRZ
subsidiaries BRHE - - - - - - - - - 116,349 116,349
Acquistion of minorty interests WSO SRR - - - - - - - - - (11,644) (11,644)
(Gain on deemed disposal of RALE-EHELA
interest in a subsidlary EazbaE - - 110,461 - - - (110,461) - - - -
Final 2008 dividend “EEN\ERHRE - - - - - - - (1402100 (140,210) - (140210
Proposed final 2009 dividend BR-ZSNERERE 13 - - - - - - (140,030) 140,030 - - -
Transfer to reserve funds ERZRkES - - - - 16,674 - (16,674) - - - -
At 31 March 2009 RZZEENE=R=1-H 96,239 617,803* 735,795* 8,451 98,004* 123,038* 1,320,576 140,030 3,139,936 90,984 3,230,920
*  These reserve accounts comprise the consolidated reserves of approximately * RERERAKNGECEEEBRRYPZIGEHE

HK$2,903,667,000 (2008: HK$2,389,347,000) in the consolidated balance

sheet.

2,389,347,0007T) °

X 78 %2,903,667,000C (= BT N F: B &
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Consolidated Cash Flow Statement
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Year ended 31 March 2009 HE_-_ZZAF=-A=+—HLFE

2009 2008
—ZTAEF —EENE
Notes HK$’000 HK$'000
Kt B FT BT T
CASH FLOWS FROM OPERATING ACTIVITIES KEXEMEBRERE
Profit before tax BRBL A=A 736,222 453,032
Adjustments for: FEE
Finance costs BE AN 8 159,091 207,791
Share of profits and losses of iR EESI S EREE AT
jointly-controlled entities and associates ZinNREE (11,631) (10,172)
Interest income FIEYA 5 (14,283) (10,124)
Loss on disposal of items of property, HEWZE BERSZEZEER
plant and equipment 7 4,392 3,482
Fair value loss/(gain) on investment properties REMEZ A TEEERE (k) 7, 16 679 (1,108)
Gain on derivative financial instruments: TTESRT BN :
Realised gain 2E8HR 5 (28,435) -
Unrealised gain RERWH 5 (27,097) -
Gain on deemed disposal of interest RAELE—RHHEA kR
in a subsidiary ! 5 (110,461) -
Gain on disposal of interest in an associate HE—BEE QRS 2 WE 5 (42,997) -
Gain on disposal of non-current asset HEREFECERBEE
classified as held for sale Z Wz 5 = (2,49%)
Depreciation e 7, 15 83,522 70,839
Amortisation of prepaid land premiums SEAR i ke 5] 7, 17 408 376
Impairment of goodwill BERE 7, 18 6,406 -
Amortisation of intangible assets | EEE 7, 19 1,411 4,786
Impairment of intangible assets B ERERE 7, 19 35,181 16,731
Impairment of interest in REEESIEE ZERRE
a jointly-controlled entity 7 1,034 -
Equity-settled share option expenses DD 243 2 BB AR R =2 7 8,451 1,576
801,893 734,714
Decrease/(increase) in inventories FERL 7 (Zm) 422,903 (875,734)
Increase in trade and bills receivables FEWE 5 iR 3k % FE U S 453 (1,698,673) (920,416)
Increase in prepayments, deposits FENFIE  RZe R
and other receivables HAth e FRIE I 0 (132,648) (276,483)
Increase in trade and bills payables BB SRR R 5 IEhN 1,363,184 667,075
Increase/(decrease) in other payables HitE N ERFAREA
and accruals =i GEAd) (14,089) 720,090
Proceeds from derivative financial instruments TSR T B FSFIE 28,435 -
Effect of foreign exchange rate changes, net EHEE 2 E T 7,388 31,014
Cash generated from operations REBZAE 778,393 80,260
Interest received ERFIE 14,283 10,124
Hong Kong profits tax paid EHHE BTG (4,421) (2,228)
The People’s Republic of China EHPEARKENMBEICEMSH
corporate income tax paid (61,166) (11,021)

Net cash inflow from operating activities REZXBBRESFEE 727,089 77,135
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Year ended 31 March 2009 HE-ZTZTNF=A=+—HILFE

JUFIL
E EFORT
na Holdings Limited N

2009 2008
—EThF —EENE
Notes HK$’000 HK$'000
Btat B FT BT T
Net cash inflow from operating activities KETHERSFHE 727,089 77,135
CASH FLOWS FROM INVESTING ACTIVITIES R&EEZEFERES TR
Purchases of items of property, BAYIE - BENRE
plant and equipment 15 (76,917) (97,535)
Proceeds from disposal of items of HEWE - BMEKREZIEIE
property, plant and equipment 716 1,625
Proceed from disposal of non-current HEFEFEZIIRBEE
asset classified as held for sale ZF85IR = 16,412
Proceeds from disposal of interest in an associate H & — &= N7 Z?ﬁﬁﬁ)ﬁ%#ﬁ( 69,885 -
Dividends received from a jointly-controlled entity — UgBEY— R £ EHEHIDZE > FriS 2,949 -
Investments in jointly-controlled entities REFZEBIEEZRE (2,331) (5,130)
Investments in associates REENTZIRE (2,831) (1,590)
Purchase of an available-for-sale investment BARHHEZRE (69,885) -
Increase in time deposits with original maturity RUREERZIHI BB =EA 2
of more than three months when acquired EHRTFFIE AN (544,263) -
Net cash outflow from investing activities RETEFFERSFE (622,677) (86,318)
CASH FLOWS FROM FINANCING ACTIVITIES pamﬁrﬁtﬁﬁ SHERE
Proceeds from issue of new ordinary shares BATE S AR Z FT850E 34 - 257,147
Repurchase of ordinary shares IBEIEER 34 (2,887) -
New bank loans FIBERITER 7,977,346 7,772,284
Repayment of bank loans BEERTER (7,776,935) (7,767,685)
Proceeds from issue of a bond BITES 2 TBE = 213,288
Interest paid 2HFIE (159,091) (207,791)
Dividends paid EARE (140,210) (72,370)
Acquisition of minority interests B D> HRR R A (18,065) (330)
Capital contribution from minority shareholders EE NG
of subsidiaries ZERHE 191,715 -
Net cash inflow from financing activities RIESEEN TSI €T 71,873 194,543
NET INCREASE IN CASH RERRSEEYILINFEEE
AND CASH EQUIVALENTS 176,285 185,360
Cash and cash equivalents at beginning of year FPZRERBEELZEY 998,454 717,455
Effect of foreign exchange rate changes, net BN e T 15,426 95,639
CASH AND CASH EQUIVALENTS FRZRERBREEEY
AT END OF YEAR 1,190,165 998,454
ANALYSIS OF BALANCES OF CASH RERRESEY BB
AND CASH EQUIVALENTS
Cash and bank balances e RIRITEER 29 1,190,165 814,709
Non-pledged time deposits with original maturity ~ FAUKEERZIERA DR =188
of less than three months when acquired Z IR ERER = 183,745

1,190,165 998,454
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Balance Sheet
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31 March 2009 —ZZhF=A=+—H

2009 2008
—ETAF —ZEENFE
Notes HK$°000 HK$’000
Vi BT T BET T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M MENRRZRE 15 433 257
Investments in subsidiaries BB AR ZRE 20 756,813 750,390
Total non-current assets HIEREEE 757,246 750,647
CURRENT ASSETS RENEE
Prepayments, deposits FENFE  RER HAERFUE
and other receivables 11,022 2,647
Due from subsidiaries NG B 21 2,675,220 1,347,257
Cash and cash equivalents BERBEEEY 29 497,854 1,327
Total current assets BREEE 3,184,096 1,351,231
CURRENT LIABILITIES REEE
Other payables and accruals Htt B RTBIRE A 6,742 30,200
Due to subsidiaries FETH B A B FRIE 21 2,235,504 400,602
Total current liabilities HBREEE 2,242,246 430,802
NET CURRENT ASSETS REBEEFE 941,850 920,429
Net assets EEFE 1,699,096 1,671,076
EQUITY =
Issued capital 2RTRA 34 96,239 96,362
Reserves f# 15 36(b) 1,462,827 1,434,504
Proposed final dividend BORARER 2 13 140,030 140,210
Total equity A 1,699,096 1,671,076
S
Ve
72 /@
GUO Wei &5 LIN Yang #43

Chairman E /& Director 2%
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Notes to Financial Statements
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31 March 2009 —ZZAF=A=+—H

1. Corporate Information

Digital China Holdings Limited (the “Company”) is a limited liability company
incorporated in Bermuda. The head office and principal place of business of
the Company is located at Suite 2008, 20/F., Devon House, Taikoo Place,
979 King’s Road, Quarry Bay, Hong Kong.

During the year, the Group was involved in the following principal activities:

o sale and distribution of general information technology (“IT”)
products
° sale and distribution of systems products and provision of related

value-added services

° provision of systems integration, application software development,
consultancy and training, etc.

2.1 Basis of Preparation

These financial statements have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) (which include all Hong
Kong Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants, accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention, except for
investment properties and derivative financial instruments, which have
been measured at fair value as further explained in note 2.4. These financial
statements are presented in Hong Kong dollars (“HK$”) and all values are
rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of
the Company and its subsidiaries (collectively referred to as the “Group”) for
the year ended 31 March 2009. The results of subsidiaries are consolidated
from the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date that such control
ceases. All income, expenses and unrealised gains and losses resulting
from intercompany transactions and intercompany balances within the
Group are eliminated on consolidation in full.

Minority interests represent the interests of outside shareholders not held
by the Group in the results and net assets of the Company’s subsidiaries.
An acquisition of minority interests is accounted for using the parent entity
concept method whereby the difference between the consideration and the
book value of the share of net assets acquired is recognised as goodwill.
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2.2 Impact of New and Revised HKFRSs

The Group has adopted the following new interpretations and amendments
to HKFRSs for the first time for the current year’s financial statements.

HKAS 39 and HKFRS 7 Amendments to HKAS 39 Financial
Amendments Instruments: Recognition and
Measurement and HKFRS 7 Financial
Instruments: Disclosures —
Reclassification of Financial Assets

HK(IFRIC)-Int 12 Service Concession Arrangements

HK(IFRIC)-Int 14 HKAS 19 — The Limit on a Defined Benefit
Asset, Minimum Funding Requirements
and their Interaction

The adoption of these new interpretations and amendments has had no
financial effect on these financial statements.

2.3 Impact of Issued but not yet Effective HKFRSs

The Group has not applied the following new and revised HKFRSs, that
have been issued but are not yet effective, in these financial statements.

HKFRS 1 and HKAS 27 Amendments to HKFRS 1 First-time
Amendments Adoption of HKFRSs and
HKAS 27 Consolidated and
Separate Financial Statements
— Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate’

HKFRS 1 (Revised) First-time Adoption of HKFRSs?
HKFRS 2 Amendments  Amendments to HKFRS 2 Share-based
Payment — Vesting Conditions and

Cancellations’

HKFRS 3 (Revised) Business Combinations?
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2.3 Impact of Issued but not yet Effective HKFRSs

(continued)

HKFRS 7 Amendments

HKFRS 8
HKAS 1 (Revised)

HKAS 23 (Revised)
HKAS 27 (Revised)

HKAS 32 and HKAS 1
Amendments

HKAS 39 Amendment

HK(IFRIC)-Int 9 and

HKAS 39 Amendments

HK(IFRIC)-Int 13

HK(IFRIC)-Int 15

HK(IFRIC)-Int 16

HK(IFRIC)-Int 17

HK(IFRIC)-Int 18

Amendments to HKFRS 7 Financial
Instruments: Disclosure — Improving

Disclosures about Financial Instruments’

Operating Segments’
Presentation of Financial Statements’

Borrowing Costs'

Consolidated and Separate Financial
Statements?

Amendments to HKAS 32 Financial
Instruments: Presentation and
HKAS 1 Presentation of Financial
Statements — Puttable Financial
Instruments and Obligations Arising
on Liquidation’

Amendments to HKAS 39 Financial
Instruments: Recognition and
Measurement — Eligible Hedged Items?

Amendments to HK(IFRIC)-Int 9
Reassessment of Embedded
Derivatives and HKAS 39 Financial
Instruments: Recognition and
Measurement — Embedded Derivatives®

Customer Loyalty Programmes?®
Agreements for the Construction
of Real Estate’

Hedges of a Net Investment in a Foreign
Operation?

Distribution of Non-cash Assets to Owners?

Transfer of Assets from Customers®
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2.3 Impact of Issued but not yet Effective HKFRSs

(continued)

Apart from the above, the HKICPA has issued Improvements to HKFRSs*
which sets out amendments to a number of HKFRSs primarily with a
view to removing inconsistencies and clarifying wording. Except for the
amendment to HKFRS 5 which is effective for annual periods on or after 1
July 2009, other amendments are effective for annual periods beginning on
or after 1 January 2009 although there are separate transitional provisions
for each standard.

! Effective for annual periods beginning on or after 1 January 2009

2 Effective for annual periods beginning on or after 1 July 2009

g Effective for annual periods beginning on or after 1 July 2008

o Effective for annual periods beginning on or after 1 October 2008

& Effective for annual periods ending on or after 30 June 2009

& Effective for transfers of assets received on or after 1 July 2009

* Improvements to HKFRSs contains amendments to HKFRS 5, HKFRS 7,

HKAS 1, HKAS 8, HKAS 10, HKAS 16, HKAS 18, HKAS 19, HKAS 20, HKAS
23, HKAS 27, HKAS 28, HKAS 29, HKAS 31, HKAS 34, HKAS 36, HKAS 38,
HKAS 39, HKAS 40 and HKAS 41.

The Group is in the process of making an assessment of the impact of these
new and revised HKFRSs upon initial application. So far, it has concluded
that while the adoption of HKFRS 8 and HKAS 1 (Revised) may result in
new or amended disclosures and the adoption of HKFRS 3 (Revised) and
HKAS 27 (Revised) may result in changes in accounting policies, these
new and revised HKFRSs are unlikely to have a significant impact on the
Group’s results of operations and financial position.
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2.4 Summary of Significant Accounting Policies
Subsidiaries

A subsidiary is an entity whose financial and operating policies the Company
controls, directly or indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the Company’s income statement
to the extent of dividends received and receivable. The Company’s
investments in subsidiaries are stated at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement, whereby the
Group and other parties undertake an economic activity. The joint venture
operates as a separate entity in which the Group and the other parties have
an interest.

The joint venture agreement between the venturers stipulates the capital
contributions of the joint venture parties, the duration of the joint venture
and the basis on which the assets are to be realised upon its dissolution. The
profits and losses from the joint venture’s operations and any distributions
of surplus assets are shared by the venturers, either in proportion to their
respective capital contributions, or in accordance with the terms of the joint
venture agreement.

A joint venture is treated as:

(@) a subsidiary, if the Group has unilateral control, directly or indirectly,
over the joint venture;

(b) a jointly-controlled entity, if the Group does not have unilateral
control, but has joint control, directly or indirectly, over the joint
venture;

(©) an associate, if the Group does not have unilateral or joint control,
but holds, directly or indirectly, generally not less than 20% of the
joint venture’s registered capital and is in a position to exercise
significant influence over the joint venture; or

(d) an equity investment accounted for in accordance with HKAS 39,
if the Group holds, directly or indirectly, less than 20% of the joint
venture’s registered capital and has neither joint control of, nor is in
a position to exercise significant influence over, the joint venture.
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2.4 Summary of Significant Accounting Policies
(continued)

Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to joint control,
resulting in none of the participating parties having unilateral control over
the economic activity of the jointly-controlled entity.

The Group’s interests in jointly-controlled entities are stated in the
consolidated balance sheet at the Group’s share of net assets under the
equity method of accounting, less any impairment losses. The Group’s share
of the post-acquisition results and reserves of jointly-controlled entities is
included in the consolidated income statement and consolidated reserves,
respectively. Unrealised gains and losses resulting from transactions
between the Group and its jointly-controlled entities are eliminated to the
extent of the Group’s interests in the jointly-controlled entities, except
where unrealised losses provide evidence of an impairment of the asset
transferred.

Associates

An associate is an entity, not being a subsidiary or a jointly-controlled entity,
in which the Group has a long term interest of generally not less than 20%
of the equity voting rights and over which it is in a position to exercise
significant influence.

The Group’s interests in associates are stated in the consolidated
balance sheet at the Group’s share of net assets under the equity method
of accounting, less any impairment losses. The Group’s share of the
post-acquisition results and reserves of associates is included in the
consolidated income statement and consolidated reserves, respectively.
Unrealised gains and losses resulting from transactions between the Group
and its associates are eliminated to the extent of the Group’s interests
in the associates, except where unrealised losses provide evidence of an
impairment of the asset transferred.

When an investment in an associate is classified as held for sale, it is
accounted for in accordance with HKFRS 5 Non-current Assets Held for
Sale and Discontinued Operations.

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of
the cost of the business combination over the Group’s interest in the net
fair value of the acquirees’ identifiable assets acquired, and liabilities and
contingent liabilities assumed as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance
sheet as an asset, initially measured at cost and subsequently at cost less
any accumulated impairment losses.
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2.4 Summary of Significant Accounting Policies
(continued)

Goodwill (continued)

The carrying amount of goodwill is reviewed for impairment annually or more
frequently if events or changes in circumstances indicate that the carrying
value may be impaired. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date, allocated
to each of the Group’s cash-generating unit, or groups of cash-generating
units, that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are assigned
to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the
cash-generating unit (group of cash-generating units) to which the goodwill
relates. Where the recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount, an impairment loss
is recognised. An impairment loss recognised for goodwill is not reversed
in a subsequent period.

Where goodwill forms part of a cash-generating unit (group of
cash-generating units) and part of the operation within that unit is disposed
of, the goodwill associated with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss
on disposal of the operation. Goodwill disposed of in this circumstance is
measured based on the relative values of the operation disposed of and the
portion of the cash-generating unit retained.

Impairment of non-financial assets other than goodwill

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, deferred tax assets,
financial assets, investment properties, goodwill and non-current asset
classified as held for sale), the asset’s recoverable amount is estimated. An
asset’s recoverable amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs to sell, and is determined for
an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-generating
unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to
the income statement in the period in which it arises.
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2.4 Summary of Significant Accounting Policies
(continued)

Impairment of non-financial assets other than goodwill
(continued)

An assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist
or may have decreased. If such an indication exists, the recoverable amount
is estimated. A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates used
to determine the recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been determined (net of
any depreciation/amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such an impairment loss is credited to
the income statement in the period in which it arises.

Related parties

A party is considered to be related to the Group if:

(@) the party, directly or indirectly through one or more intermediaries,
(i) controls, is controlled by, or is under common control with,
the Group; (i) has an interest in the Group that gives it significant
influence over the Group; or (iii) has joint control over the Group;

(b) the party is an associate;
(©) the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of the
Group or its parent;

(e) the party is a close member of the family of any individual referred to
in (a) or (d);

(f) the party is an entity that is controlled, jointly controlled or significantly
influenced by or for which significant voting power in such entity
resides with, directly or indirectly, any individual referred to in (d) or
(e); or

(9) the party is a post-employment benefit plan for the benefit of the
employees of the Group, or of any entity that is a related party of the
Group.
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2.4 Summary of Significant Accounting Policies
(continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are
stated at cost less accumulated depreciation and any impairment losses.
When an item of property, plant and equipment is classified as held for
sale or when it is part of a disposal group classified as held for sale, it is
not depreciated and is accounted for in accordance with HKFRS 5, as
further explained in the accounting policy for “Non-current assets and
disposal groups held for sale”. The cost of an item of property, plant and
equipment comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for its intended
use. Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is normally
charged to the income statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the expenditure has
resulted in an increase in the future economic benefits expected to be
obtained from the use of an item of property, plant and equipment, and
where the cost of the item can be measured reliably, the expenditure is
capitalised as an additional cost of that asset or as a replacement.

Depreciation is calculated on the straight-line basis to write off the cost of
each item of property, plant and equipment to its residual value over its
estimated useful life. The principal annual rates used for this purpose are
as follows:

Over the lease terms or 2% to 5%,
whichever is shorter

Over the lease terms or 20% to 33%,
whichever is shorter

10% to 20%

10% to 20%

Leasehold land and buildings
Leasehold improvements

Office equipment
Motor vehicles

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis among
the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed,
and adjusted if appropriate, at least at each balance sheet date.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in the income statement
in the year the asset is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Construction in progress represents buildings and other fixed assets under
construction or installation, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of
construction and testing during the period of construction. Construction in
progress is reclassified to the appropriate category of property, plant and
equipment or investment properties when completed and ready for use.
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Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Investment properties

Investment properties are interests in land and buildings (including the
leasehold interest under an operating lease for property which would
otherwise meet the definition of an investment property) held to earn rental
income and/or for capital appreciation, rather than for use in the production
or supply of goods or services or for administrative purposes; or for sale in the
ordinary course of business. Such properties are measured initially at cost,
including transaction costs. Subsequent to initial recognition, investment
properties are stated at fair value, which reflects market conditions at the
balance sheet date.

Gains or losses arising from changes in the fair values of investment
properties are included in the income statement in the year in which they
arise.

Any gains or losses on the retirement or disposal of an investment property
are recognised in the income statement in the year of the retirement or
disposal.

If a property occupied by the Group as an owner-occupied property
becomes an investment property, the Group accounts for such property
in accordance with the policy stated under “Property, plant and equipment
and depreciation” up to the date of change in use, and any difference at
that date between the carrying amount and the fair value of the property is
accounted for as a revaluation recognised in the income statement.

Non-current assets and disposal groups held for sale

Non-current assets and disposal groups are classified as held for sale if their
carrying amounts will be recovered principally through a sales transaction
rather than through continuing use. For this to be the case, the asset or
disposal group must be available for immediate sale in its present condition
subject only to terms that are usual and customary for the sale of such
assets or disposal groups and its sale must be highly probable.

Non-current assets and disposal groups (other than investment properties,
deferred tax assets and financial assets) classified as held for sale are
measured at the lower of their carrying amounts and fair values less costs
to sell.

Intangible assets (other than goodwill)

The useful lives of intangible assets are assessed to be either finite or
indefinite. Intangible assets with finite lives are amortised over the useful
economic life and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The amortisation period and
the amortisation method for an intangible asset with a finite useful life are
reviewed at least at each balance sheet date.
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31 March 2009 —ZZAF=A=+—H

2.4 Summary of Significant Accounting Policies
(continued)

Intangible assets (other than goodwill) (continued)
Patents and licences

Purchased patents and licences are stated at cost less any impairment
losses and are amortised on the straight-line basis over their estimated
useful lives of five years.

Research and development costs

All research costs are charged to the income statement as incurred.

Expenditure incurred on projects to develop new products is capitalised
and deferred only when the Group can demonstrate the technical feasibility
of completing the intangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sell the asset, how the
asset will generate future economic benefits, the availability of resources
to complete the project and the ability to measure reliably the expenditure
during the development. Product development expenditure which does not
meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any impairment losses
and are amortised using the unit-of-sale method, commencing from the
date when the products are put into commercial production, with an
amortisation period limited to two years.

Systems software

Purchased systems software is stated at cost less accumulated amortisation
and any accumulated impairment losses. Amortisation is provided on the
straight-line basis over its estimated useful life of five years.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets
remain with the lessor are accounted for as operating leases. When the
Group is the lessor, assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable under the operating
leases are credited to the income statement on the straight-line basis over
the lease terms. Where the Group is the lessee, rentals payable under the
operating leases are charged to the income statement on the straight-line
basis over the lease terms.

Prepaid land premiums under operating leases are initially stated at cost
and subsequently recognised on the straight-line basis over the lease
terms. When the lease payments cannot be allocated reliably between the
land and buildings elements, the entire lease payments are included in the
cost of the land and buildings as a finance lease in property, plant and
equipment.
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Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Investments and other financial assets

Financial assets in the scope of HKAS 39 are classified as financial assets at
fair value through profit or loss, loans and receivables and available-for-sale
financial assets, as appropriate. When financial assets are recognised
initially, they are measured at fair value plus directly attributable transaction
costs.

The Group assesses whether a contract contains an embedded derivative
when the Group first becomes a party to it and assesses whether an
embedded derivative is required to be separated from the host contract
when the analysis shows that the economic characteristics and risks of the
embedded derivatives are not closely related to those of the host contract.
Reassessment only occurs if there is a change in the terms of the contract
that significantly modifies the cash flows that would otherwise be required
under the contract.

The Group determines the classification of its financial assets after
initial recognition and, where allowed and appropriate, re-evaluates this
designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised on
the trade date, that is, the date that the Group commits to purchase or
sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets
held for trading. Financial assets are classified as held for trading if they
are acquired for the purpose of sale in the near term. Derivatives are also
classified as held for trading unless they are designated as effective hedging
instruments. Gains or losses on investments held for trading are recognised
in the income statement. The net fair value gain or loss recognised in the
income statement does not include any dividends or interest earned on
these financial assets, which are recognised in accordance with the policy
set out for “Revenue recognition” below.
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2.4 Summary of Significant Accounting Policies
(continued)

Investments and other financial assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Such assets
are subsequently carried at amortised cost using the effective interest
method less any allowance for impairment. Amortised cost is calculated
taking into account any discount or premium on acquisition and includes
fees that are an integral part of the effective interest rate and transaction
costs. Gains and losses are recognised in the income statement when the
loans and receivables are derecognised or impaired, as well as through the
amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets in
unlisted equity securities that are designated as available for sale or are not
classified as loans and receivables. After initial recognition, available-for-sale
financial assets are measured at fair value, with gains or losses recognised
as a separate component of equity until the investment is derecognised
or until the investment is determined to be impaired, at which time the
cumulative gain or loss previously reported in equity is included in the
income statement. Interest earned is reported as interest income and is
recognised in the income statement as “Other income” in accordance with
the policies set out for “Revenue recognition” below.

When the fair value of unlisted equity securities cannot be reliably measured
because (a) the variability in the range of reasonable fair value estimates is
significant for that investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used in estimating fair
value, such securities are stated at cost less any impairment losses.

Fair value

For investments where there is no active market, fair value is determined
using valuation techniques. Such techniques include using recent arm’s
length market transactions; reference to the current market value of another
instrument which is substantially the same; a discounted cash flow analysis;
and option pricing models.

24 FESHBREE (8

RERHMEMEE (8)
B REKE

EXREVHRESEBEERTRENR  BE
ERTETEREZFTLESREE - ZFEE
BREZXABBRANREZRBERAREMREESR
DUBR o H 5K AR AN 42 Z B U B A VAR AT SR
HBERTE  UBEBRERANERRXZRAE
BRBONER ZEERRERFRELRLRE
R HBABERNETHERELE ZRBR RS X
R ©

HRHEZTHEE

AHHEZEREERERFLHESHRSZFE
PTTEMEREE  DAHEEREFIBRHERN
REBRFBAZEHMEE - SERAE  THHEHE
ZEMEEDNEAVEESE  BEAFEAES
Z—BEEBNAKNORER  EEZRECSH
RIERR JEEZRECHREEAHRBES
1k EELEREE TR 2 BE M A NS
RN BRNEDHRLSFSWA - BXRET
MTWAER | 82 BRRBERAERS [H
U A o

HR(EZRENS  SBATEEZAHE
FHEERNAI M - S(b)ETED FEERKEE
SEMFERERAEHEEERNTRER ZSEM
st UBEAT SEEt B EmERERE S 2O
FEER  LERSDREANBAEMARERRSE?
IE o

AFEE

ENRAEFRTE2RE  HAFEEBERNULE
FHEEE WEREBBEARIEQAFRAET
ZHERS  UEHIRBERZTAZRTHE
B2Z  RUBRSRBINAS T RPEEERE -



X

Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Impairment of financial assets

The Group assesses at each balance sheet date whether there is any
objective evidence that a financial asset or a group of financial assets is
impaired.

Assets carried at amortised cost

Ifthere is objective evidence that an impairment loss on loans and receivables
carried at amortised cost has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed at initial
recognition). The carrying amount of the asset is reduced either directly or
through the use of an allowance account. The amount of the impairment
loss is recognised in the income statement. Loans and receivables together
with any associated allowance are written off when there is no realistic
prospect of future recovery.

If, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is
reversed by adjusting the allowance account. Any subsequent reversal of
an impairment loss is recognised in the income statement, to the extent
that the carrying value of the asset does not exceed its amortised cost at
the reversal date.

In relation to trade and other receivables, a provision for impairment is made
when there is objective evidence (such as the probability of insolvency or
significant financial difficulties of the debtor and significant changes in the
technological, market, economic or legal environment that have an adverse
effect on the debtor) that the Group will not be able to collect all of the
amounts due under the original terms of an invoice. The carrying amount of
the receivables is reduced through the use of an allowance account. Impaired
debts are derecognised when they are assessed as uncollectible.

Assets carried at cost

If there is objective evidence that an impairment loss has been incurred on
an unquoted equity instrument that is not carried at fair value because its
fair value cannot be reliably measured, the amount of the loss is measured
as the difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the current market rate
of return for a similar financial asset. Impairment losses on these assets are
not reversed.
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2.4 Summary of Significant Accounting Policies
(continued)

Impairment of financial assets (continued)
Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount comprising the
difference between its cost (net of any principal payment and amortisation)
and its current fair value, less any impairment loss previously recognised in
the income statement, is transferred from equity to the income statement.
A provision for impairment is made for available-for-sale equity investments
when there has been a significant or prolonged decline in the fair value
below its cost or where other objective evidence of impairment exists. The
determination of what is “significant” or “prolonged” requires judgement.
In additional, the Group evaluates other factors, such as the share price
volatility. Impairment losses on equity instruments classified as available for
sale are not reversed through the income statement.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of
a group of similar financial assets) is derecognised where:

° the rights to receive cash flows from the asset have expired;

o the Group retains the rights to receive cash flows from the asset, but
has assumed an obligation to pay them in full without material delay
to a third party under a “pass-through” arrangement; or

° the Group has transferred its rights to receive cash flows from the
asset and either (a) has transferred substantially all the risks and
rewards of the asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred
control of the asset.

Where the Group has transferred its rights to receive cash flows from an
asset and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group’s continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of
the asset and the maximum amount of consideration that the Group could
be required to repay.

Where continuing involvement takes the form of a written and/or purchased
option (including a cash-settled option or similar provision) on the transferred
asset, the extent of the Group’s continuing involvement is the amount of
the transferred asset that the Group may repurchase, except in the case of
a written put option (including a cash-settled option or similar provision) on
an asset measured at fair value, where the extent of the Group’s continuing
involvement is limited to the lower of the fair value of the transferred asset
and the option exercise price.
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Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Financial liabilities at amortised cost (including interest-
bearing loans and borrowings)

Financial liabilities including trade payables, other payables and accruals,
interest-bearing loans and borrowings and a bond payable are initially stated
at fair value less directly attributable transaction costs and are subsequently
measured at amortised cost, using the effective interest method unless the
effect of discounting would be immaterial, in which case they are stated at
cost. The related interest expense is recognised within “Finance costs” in
the income statement.

Gains and losses are recognised in the income statement when the liabilities
are derecognised as well as through the amortisation process.

Financial guarantee contracts

Financial guarantee contracts in the scope of HKAS 39 are accounted for
as financial liabilities. A financial guarantee contract is recognised initially
at its fair value less transaction costs that are directly attributable to the
acquisition or issue of the financial guarantee contract, except when such
contract is recognised at fair value through profit or loss. Subsequent to
initial recognition, the Group measures the financial guarantee contract at
the higher of: (i) the amount of the best estimate of the expenditure required
to settle the present obligation at the balance sheet date; and (i) the
amount initially recognised less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 Revenue.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is
discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised
in the income statement.

Derivative financial instruments and hedging

The Group uses derivative financial instruments such as forward currency
contracts and interest rate swaps to hedge its risks associated with foreign
currency and interest rate fluctuations. Such derivative financial instruments
are initially recognised at fair value on the date on which a derivative contract
is entered into and are subsequently remeasured at fair value. Derivatives
are carried as assets when the fair value is positive and as liabilities when
the fair value is negative.

Any gains or losses arising from changes in fair value on derivatives that
do not qualify for hedge accounting are taken directly to the income
statement.

The fair value of such derivative financial instruments is determined using
valuation techniques.
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2.4 Summary of Significant Accounting Policies
(continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined on the weighted average basis. Net realisable value is based
on estimated selling prices less any estimated costs to be incurred to
completion and disposal.

Contract accounting

Contract revenue comprises the agreed contract amounts and appropriate
amounts from variation orders, claims and incentive payments. Contract
costs incurred comprise equipment and material costs, subcontracting
costs, direct labour and an appropriate proportion of variable and fixed
overheads.

Revenue from fixed price contracts is recognised on the percentage of
completion method, measured by reference to the proportion of work
completed to date to the estimated total work of the relevant contract.

Provision is made for foreseeable losses as soon as they are anticipated
by management.

Where contract costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus is treated as an
amount due from contract customers.

Where progress billings exceed contract costs incurred to date plus
recognised profits less recognised losses, the surplus is treated as an
amount due to contract customers.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash
equivalents comprise cash on hand and demand deposits, and short term
highly liquid investments that are readily convertible into known amounts
of cash, are subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months, less bank overdrafts which
are repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the balance sheets, cash and cash equivalents comprise
cash on hand and at banks, including term deposits, which are not restricted
as to use.
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Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Income tax

Income tax comprises current and deferred tax. Income tax is recognised in
the income statement, or in equity if it relates to items that are recognised
in the same or a different period directly in equity.

Current tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the
taxation authorities.

Deferred tax is provided, using the liability method, on all temporary
differences at the balance sheet date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences,
except:

° where the deferred tax liability arises from goodwill or the initial
recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with
investments in subsidiaries, associates and interests in joint ventures,
where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences,
carryforward of unused tax credits and unused tax losses, to the extent
that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o where the deferred tax asset relating to the deductible temporary
differences arises from the initial recognition of an asset or liability
in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable
profit or loss; and

° in respect of deductible temporary differences associated with
investments in subsidiaries, associates and interests in joint
ventures, deferred tax assets are only recognised to the extent
that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which
the temporary differences can be utilised.
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2.4 Summary of Significant Accounting Policies
(continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Conversely, previously unrecognised deferred tax
assets are reassessed at each balance sheet date and are recognised to
the extent that it is probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current tax
liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.

Government grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense
item, it is recognised as income over the periods necessary to match the
grant on a systematic basis to the costs that it is intended to compensate.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will
flow to the Group and when the revenue can be measured reliably, on the
following bases:

(@) from the sale of goods, when the significant risks and rewards of
ownership have been transferred to the buyer, provided that the
Group maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over the
goods sold;

(b) contract revenue, on the percentage of completion basis, as further
explained in the accounting policy for “Contract accounting” above;

(c) rental income, on a time proportion basis over the lease terms;

(d) interest income, on an accrual basis using the effective interest
method by applying the rate that discounts the estimated future
cash receipts through the expected life of the financial instrument to
the net carrying amount of the financial asset; and

(e) dividend income, when the shareholders’ right to receive payment
has been established.
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Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Employee benefits
Share-based payment transactions

The Company operates a share option scheme for the purpose of providing
incentives and rewards to eligible participants who contribute to the success
of the Group’s operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment transactions,
whereby employees render services as consideration for equity instruments
(“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by
reference to the fair value at the date at which they are granted. The fair
value is determined by an external valuer using a binomial model, further
details of which are given in note 35 to the financial statements. In valuing
equity-settled transactions, no account is taken of any performance
conditions, other than conditions linked to the price of the shares of the
Company (“market conditions”), if applicable.

The cost of equity-settled transactions is recognised, together with a
corresponding increase in equity, over the period in which the performance
and/or service conditions are fulfilled, ending on the date on which the
relevant employees become fully entitled to the award (the “vesting date”).
The cumulative expense recognised for equity-settled transactions at each
balance sheet date until the vesting date reflects the extent to which the
vesting period has expired and the Group’s best estimate of the number
of equity instruments that will ultimately vest. The charge or credit to the
income statement for a period represents the movement in the cumulative
expense recognised as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest, except
for awards where vesting is conditional upon a market condition, which are
treated as vesting irrespective of whether or not the market condition is
satisfied, provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an
expense is recognised as if the terms had not been modified. In addition,
an expense is recognised for any modification, which increases the total fair
value of the share-based payment arrangement, or is otherwise beneficial
to the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested
on the date of cancellation, and any expense not yet recognised for the
award is recognised immediately. However, if a new award is substituted
for the cancelled award, and is designated as a replacement award on
the date that it is granted, the cancelled and new awards are treated as if
they were a maodification of the original award, as described in the previous
paragraph.
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2.4 Summary of Significant Accounting Policies
(continued)

Employee benefits (continued)
Share-based payment transactions (continued)

The dilutive effect of outstanding options is reflected as additional share
dilution in the computation of earnings per share.

The Group has adopted the transitional provisions of HKFRS 2 in respect
of equity-settled awards and has applied HKFRS 2 only to equity-settled
awards granted after 7 November 2002 that had not vested by 1 April 2005
and to those granted on or after 1 April 2005.

Pension schemes

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for those employees who are eligible
to participate in the MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are charged to the income
statement as they become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately from those of
the Group in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed into the MPF
Scheme, except for the Group’s employer voluntary contributions, which
are partially refunded to the Group when the employee leaves employment
prior to the contributions vesting fully, in accordance with the rules of the
MPF Scheme.

The employees of the Group’s subsidiaries which operate in the Mainland
of the People’s Republic of China (“Mainland China”) are required to
participate in a central pension scheme operated by the local municipal
government. Contributions are made based on a percentage of the
participating employees’ salaries and are charged to the income statement
as they become payable in accordance with the rules of the central pension
scheme.

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained profits within the equity section of the balance sheet,
until they have been approved by the shareholders in a general meeting.
When these dividends have been approved by the shareholders and
declared, they are recognised as a liability.
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Notes to Financial Statements

2.4 Summary of Significant Accounting Policies
(continued)

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is the
Company’s functional and presentation currency. Each entity in the Group
determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency.
Foreign currency transactions are initially recorded using the functional
currency rates ruling at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the balance sheet date. All differences
are taken to the income statement. Non-monetary items that are measured
in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries, jointly-controlled
entities and associates are currencies other than the Hong Kong dollar.
As at the balance sheet date, the assets and liabilities of these entities are
translated into the presentation currency of the Company at exchange rates
ruling at the balance sheet date and their income statements are translated
into Hong Kong dollars at the weighted average exchange rates for the
year. The resulting exchange differences are included in the exchange
fluctuation reserve. On disposal of a foreign entity, the deferred cumulative
amount recognised in equity relating to that particular foreign operation is
recognised in the income statement.

For the purpose of the consolidated cash flow statement, the cash flows of
overseas subsidiaries are translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently recurring cash flows
of overseas subsidiaries which arise throughout the year are translated into
Hong Kong dollars at the weighted average exchange rates for the year.
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3. Significant
Estimates

Accounting Judgements and

The preparation of the Group’s financial statements requires management
to make judgements, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure
of contingent liabilities, at the reporting date. However, uncertainty about
these assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the assets or
liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management
has made the following judgements, apart from those involving estimations,
which have the most significant effect on the amounts recognised in the
financial statements:

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its investment
property portfolio. The Group has determined, based on an evaluation of the
terms and conditions of the arrangements, that it retains all the significant
risks and rewards of ownership of these properties which are leased out on
operating leases.

Classification between investment properties and owner-occupied
properties

The Group determined whether a property qualifies as an investment
property, and has developed criteria in making that judgement. Investment
property is a property held to earn rentals or for capital appreciation or
both. Therefore, the Group considers whether a property generates cash
flows largely independently of the other assets held by the Group.

Some properties comprise a portion that is held to earn rentals or for capital
appreciation and another portion that is held for use in the production or
supply of goods or services or for administrative purposes. If these portions
could be sold separately (or leased out separately under a finance lease),
the Group account for the portions separately. If the portions could not be
sold separately, the property is an investment property only if an insignificant
portion is held for use in the production or supply of goods or services or
for administrative purposes.

Judgement is made on an individual property basis to determine whether
ancillary services are so significant that a property does not qualify as an
investment property.
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3. Significant Accounting and

Estimates (continued)

Judgements

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the balance sheet date, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed below.

Impairment assessment for trade receivables

The policy for impairment assessment for trade receivables of the Group
is based on the evaluation of collectability and ageing analysis of trade
receivables and on the judgement of management. A considerable amount
of judgement is required in assessing the ultimate realisation of these
receivables, including the current creditworthiness and the past collection
history of each customer. If the financial conditions of customers of the
Group were to deteriorate, resulting in an impairment of their ability to make
payments, additional impairment may be required.

Provision for obsolete inventories

Management reviews the ageing analysis of inventories of the Group at each
balance sheet date, and makes provision for obsolete and slow-moving
inventory items identified that are no longer suitable for sale. Management
estimates the net realisable value for such inventories based primarily on
the latest invoice prices and current market conditions. The Group carries
out an inventory review at each balance sheet date and makes provision
for obsolete items.

Estimation of fair value of investment properties

As disclosed in note 16 to the financial statements, investment properties
are revalued at the balance sheet date on an open market, existing use
basis by independent professional valuers. Such valuations were based on
certain assumptions, which are subject to uncertainty and might materially
differ from the actual results. In making the judgement, information from
current prices in an active market for similar properties is considered and
assumptions that are mainly based on market conditions existing at the
balance sheet date are used.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual
basis. This requires an estimation of the value in use of the cash-generating
unit to which the goodwill is allocated. Estimating the value in use requires
the Group to make an estimate of the expected future cash flows from the
cash-generating unit and also to choose a suitable discount rate in order
to calculate the present value of those cash flows. More details are given in
note 18 to the financial statements.
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3. Significant Accounting
Estimates (continued)

Judgements and

Estimation uncertainty (continued)
Impairment of intangible assets

The Group determines whether an intangible asset is impaired where an
indication of impairment exists. This requires an estimation of the value in
use of the intangible asset. Estimating the value in use requires the Group
to make an estimate of the expected future cash flows from the intangible
assets and also to choose a suitable discount rate in order to calculate the
present value of those cash flows.

Deferred tax

Deferred tax is determined using tax rates (and tax laws) that have been
enacted or substantially enacted by the balance sheet date and are
expected to apply when the related deferred tax asset is realised or the
deferred tax liability is settled. Deferred tax assets are recognised to the
extent that it is probable that future taxable profit will be available against
which the temporary differences can be utilised.

The Group’s management determines the deferred tax assets based on the
enacted or substantially enacted tax rates and laws and its best knowledge
of profit projections of the Group for the coming years during which the
deferred tax assets are expected to be utilised. Management reviews the
assumptions and profit projections at each balance sheet date.

Income tax

The Group is subject to income taxes in various regions. As a result of
the fact that certain matters relating to the income taxes have not been
confirmed by the local tax bureau, objective estimates and judgements
based on currently enacted tax laws, regulations and other related polices
are required in determining the provision of corporate income taxes. Where
the final tax outcome of these matters are different from the amounts
originally recorded, the differences will impact the corporate income tax
and tax provisions in the period in which the differences realise.

Fair value of derivative financial instruments

Where the fair value of derivative financial instruments recorded in the
balance sheet cannot be derived from active markets, they are determined
using valuation techniques. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, a degree
of judgement is required in establishing fair values. The judgements include
considerations of inputs such as liquidity risk, credit risk and volatility.
Changes in assumptions about these factors could affect the reported fair
value of derivative financial instruments.
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BRCEMREES  ERREMABBRRAER
FEMITNMAE  UREFTHEEMEHITRZ
B MRZEBENKEARBERTRARER
PR e ERSFEZHERNBNLE
FriSB R AR -

TEEMTAZ 2 -FEE

EEEAERTNITESRITIAEZATEESE:
WERTSEER  AVEERAAERNHE
Eo hEEEEANSHEATEENTS &8
—ENHEHEE - HEEEHYRBURER - F8
EREEBIENZR HSHENWTREBRTES
FEEERTESRMIAZATFEENEHE -



X

Notes to Financial Statements

3. Significant Accounting and

Estimates (continued)

Judgements

Estimation uncertainty (continued)
Impairment of available-for-sale financial assets carried at cost

If there is objective evidence that an impairment loss has been incurred on
an unquoted equity instrument that is not carried at fair value because its
fair value cannot be reliably measured, the amount of the loss is measured
as the difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the current market rate
of return for a similar financial asset. Impairment losses on these assets are
recognised in the income statement and are not reversed.

4. Segment Information

Segment information is presented on the Group’s primary segment reporting
basis, by business segment. In determining the Group’s geographical
segments, revenues are attributed to the segments based on the location
of the customers, and assets are attributed to the segments based on the
location of the assets. No geographical segment information is presented
as over 90% of the Group’s customers and operations are located in
Mainland China.

The Group’s operating businesses are structured and managed separately
according to the nature of their operations and the products and services
they provide. Each of the Group’s business segments represents a strategic
business unit that offers products and services which are subject to risks
and returns that are different from those of the other business segments.
Summary details of the business segments are as follows:

(@) the “Distribution” segment engages in the sale and distribution of
general IT products which consist of notebook computers, desktop
computers, PC servers, data projectors, peripherals, accessories
and consumer IT products;

(b) the “Systems” segment engages in the sale and distribution of
systems products which consist of Unix servers, networking
products, storage products and packaged software, as well as the
provision of related value-added services; and

(c) the “Services” segment engages in the provision of systems
integration, application software development, consultancy and
training, etc..

During the year, the Group considered it more appropriate to disclose
certain gains and expenses in the segment results in order to better
reflect the performance of each segment. Accordingly, the corresponding
comparative amounts of the segment information have been revised to
conform with the current year’s presentation.
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3. FEEHAERMSER (@)

At 2 FHEEY (&)
A ESR 2 AR &2 M A E R E

MEEBRERS BAVTEERETETEM
EHRWHFARAFEEIIIRZETSREESZTE
HRBEER  ZEESHEAEERTERMGS
ARREFE (REKMHSELEREE 2O R
R REMEZZH - ZFEEZRERE
BRENGaRERPRTIERED -

4. HHWEH

DEERTDAREBEAR D BHRELE - XK
DEMZARER - REEAREBE 2 i35 5 3 -
WATIEEFFRERT AR MEERREE
FREMET AD RS « REMBBI0% 2T FREH
AR ERRE - IS BRI D ABE R o

FEECEEXBIREBEEHERFTREHRE
mEBRBERIFAAEREE - BEAKEELD
EIEFTIRAE R R R E Y 2 B ke K O R H A
EBOBERTEZRBMUEXEBEN - TH R
BBz REHA

(@ [2HEIIBREHEERIHEBRITER -
BREERAEN E2XH# - PCAMRESE - &
T MR EAREBRITER

(b)) TEBRIDPHBURBHEERIHEREAGER &
BUnixAMRE -  AKXER FRRERE
KM UAREHBBENBRERE &

) THREBIIBRBRHERASGER FHBREM
B BARZINE -

AEER AEERLBERREDB2ZRE -
ETUERAXERENRSHXETERESE -
At 2HER Z2HBELRBEFE FUER - U
HEAFEZE®-
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Digital China Holdings Limited

4. Segment Information (continued) 4. SBEH &)
Business segments ES Sk
The following tables present revenue, profit and certain asset, liability and TREINAEEEZ-_ZENEFR-ZFENEF=
expenditure information for the Group’s business segments for the years B=+—HLEFEEEIBZWA » HRRET
ended 31 March 2009 and 2008. EE BEREAER -
Distribution Systems Services Consolidated
28 £S5 FRA§ &8
2009 2008 2009 2008 2009 2008 2009 2008
“EENFE ZEZIN\FE ZBEThE —ZE\F ZBBNF ZZEN\F ZBERE —ZEN\E
(Restated) (Restated) (Restated) (Restated)
(E31) (&51) (E31) (E31)

HK$000  HK$'000  HK$000  HK$000  HK$000  HK$'000  HK$'000  HK$'000
BMTrn BT BETr  BETn  E¥Fx BETn BT BEFx

Segment revenue: iRl N

Sales to external customers HETFHNER 24,087,251 20,889,194 183,355,613 9,731,836 4,883,478 4,622,743 42,326,342 35,243,773
Segment gross profit ABER 1,035,887 966,820 1,267,753 906,268 654,935 637,690 2,958,575 2,510,778
Segment results PHESE 289,103 339,420 429,113 410,377 87,669 71,375 805,885 821,172
Interest income, unallocated FEWA > kD8

revenue and gains oL 298,496 64,018
Unallocated expenses APEEX (220,699)  (234,539)
Finance costs A& HA (159,091)  (207,791)
Share of profits and losses of: EETHARZ

RHRES

Jointly-controlled entities HEREH ¥ - - - - (40) (880) (40) (880)

Associates BeE AT - = - - 11,671 11,052 11,671 11,052
Profit before tax RE A E R 736,222 453,032
Tax $iE (126,936)  (52,152)

Profit for the year KEERA 609,286 400,880
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4. Segment Information (continued) 4. SEBEH &)
Business segments (continued) XKD (&)
Distribution Systems Services Consolidated
D EA R RE
2009 2008 2009 2008 2009 2008 2009 2008

ZERRE ZBENF ZBEAE ZE2EN\E ZREAF ZEBRNE BTN ZBERNE
HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$'000  HK$'000  HK$'000
AEFr  BEFn  EBMTr  BEFrT EEFr BETn BETrT BETx

Assets and liabilities BERERE
Segment assets ABEE 2,838,206 2,922,407 3,833,603 2,416,237 1,811,611 1,658,528 8,483,420 6,997,172
Interests in jointly-controlled REREFEZ

entities i - = - - 6,201 7,894 6,201 7,894
Interests in associates REE AT 2R - - - = 23,409 35,612 23,409 35,612
Unallocated assets RKDEEE 3,033,195 2,273,813
Total assets BEE 11,546,225 9,314,491
Segment liabilities PHERE 2,327,248 2,063,907 2,556,051 1,520,579 1,211,010 1,201,812 6,094,309 4,786,298
Unallocated liabilities KPEERE 2,220,996 1,884,497

Total liabilities Hmer 8,315,305 6,670,795
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4. Segment Information (continued) 4. SBEH H3)
Business segments (continued) XKD (&)
Distribution Systems Services Consolidated
ik -} EA PR Ra
2009 2008 2009 2008 2009 2008 2009 2008
“ETNFE —ZIN\FE ZBEhE —ZE\F ZBBNF —ZEN\F ZBERE —ZEIN\E
HK$’000 HK$°000 HK$’000 HK$'000 HK$°000 HK$'000 HK$’000 HK$'000
BEFr  BEFr  BETn  EBETFn EMFr BEFr  BETn BT
Other segment information: HtnAHER
Depreciation of property, ME- BER
plant and equipment REZNE 15,252 10,806 9,578 8,975 26,267 21,291 51,097 41,072
Unallocated amounts KA EE 32,425 29,767
83,522 70,839
Amortisation of intangible BREE#N
assets - - - 1,670 1,411 3,116 1,411 4,786
Amortisation of prepaid B L iE S
land premiums
- Unallocated - kD8 408 376
Capital expenditure EREX 11,796 23,122 19,140 10,925 24,152 26,831 55,088 60,878
Unallocated amounts ROBEG 21,829 36,657
76,917 97,535
Impairment/(reversal of FEWE ZIRRE
impairment) of trade ORUERE)
receivables 60,789 34,875 110,244 51,677 (8,013) 66,388 163,020 152,940
Provisions for/(reversal of REGERE /
provisions) and write-off of (BERE) RMs
obsolete inventories 43,641 3,038 42,619 8,401 (4,983) 1,892 81,277 13,331
Impairment of goodwill BERHE - - - - 6,406 = 6,406 =
Impairment of intangible assets EVERRMEB - - - 7,170 35,181 9,561 35,181 16,731
Impairment of interest in REREHEEZ
an jointly-controlled entity ERRE - - - - 1,034 - 1,034 -




5. Revenue, Other Income and Gains

Revenue, which is also the Group’s turnover, represents the invoiced value
of goods sold and services rendered to customers, net of business tax and
government surcharges, and after allowances for goods returned and trade

discounts.

An analysis of revenue, other income and gains is as follows:

Notes to Financial Statements
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5. A -HtltARMES

BATBRAEECEXE EOFFHEERR
REBRBE2HFZE HBREXRRBAHE - U
RREREZIM)

WA~ BEIRA R KRS DT

Group
rEE
2009 2008
—E2BhEF —ETNE
Note HK$°000 HK$’000
Kt B F T BEF T
Revenue ON 42,326,342 35,243,773
Other income Hg A
Government grantst BT A T 60,854 64,454
Bank interest income RATRIBUA 14,283 10,124
Gross rental income PRV N 31,861 29,393
Others Hits 35,452 7,341
142,450 111,312
Gains &
Fair value gain on investment properties  #R&EW ¥ 2 N EEWE = 1,108
Gain on derivative financial instruments: TELSBMTERE :
Realised gain 2 EBRkE 28,435 -
Unrealised gain BRI E 27,097 -
Gain on deemed disposal of RAELE—BHEBELRER
interest in a subsidiary” Z U 110,461 -
Gain on disposal of interest in HE—EBEARRER
an associate* 2 i 25 42,997 -
Gain on disposal of non-current asset HESEFECZERBERE
classified as held for sale##* 2 U g e = 2,495
Foreign exchange differences, net INEFEEZE 7 89,474 293,812
Others Hth 6,787 9,238
305,251 306,653

447,701 417,965

_E
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#

6.

Revenue, Other Income and Gains (continued)

Various government grants have been received for the sale of self-developed
software products approved by the tax authority in the People’s Republic of
China (the “PRC”), the development of software products in Mainland China,
and the investments in specific provinces in Mainland China. The government
grants received for the investments in specific provinces in Mainland China
were recognised upon the receipt of the grants, whereas those received for
the sale of self-developed software products approved by the tax authority in
the PRC and the development of software in Mainland China were recognised
upon the sale of the approved self-developed software products and the
completion of the development of the related software, respectively. There
are no unfulfilled conditions or contingencies relating to these grants.

The gain on deemed disposal of interest in a subsidiary recognised arose
from the dilution of the Group’s effective equity interest in Digital China
Information Technology Service Co., Ltd.* (“DCITS”), a subsidiary of the
Group, from 100% to 90.96% upon the investment in capital of DCITS by the
minority shareholders during the year.

The gain on disposal of interest in an associate recognised arose from the
disposal of the Group’s entire equity interest in Digital China Management
Systems (BVI) Limited.

The gain on disposal of interest in a non-current asset held for sale recognised
arose from the Group’s disposal of its entire equity interest in an associate,

Nanjing Mercuries DC Financial Systems Ltd*.

The English names of these companies are the direct transliterations of their
Chinese registered names.

Total Operating Expenses

An analysis of total operating expenses by nature is as follows:

6.

WA Efilr A RIS (4)

AEECHBEFEARANE ([HE D HE
MPIRAZBTRBEHMN  RAPEAREMAEER
HRRPEAESEEDETREMBRRE T
B - CWEHAERPEREEEE N E
TREZEFHEERBEZSHMEER
EREEBTHABRRERNPERERER
frm B RERERE - BB REERR T2
BITRAB MR TR AR RER - %
SHUBERER 2R RHRERE -

BERER/HE-—BHNBARES 2 WE  DE
REFEADHBRRRAEATAEENEL
AMMNBEBEERMTREARLA ((HERE
BN & BAEEREBEEMFAERER
100%#EE90.96% M E £ °

BRALE-—BBHEQARRREZWER  DELXEER
H &Digital China Management Systems (BVI)
Limited 2 288 #E 2% o
BRLEFESECERDEEZRE DA
AEEHERRAMNBB=BEERRARES
PRAGIZEREER -

ZERA RN EBIEZEREMEL 2P X
&% o

EERAeET

REMEN D 2EEERBBEIMMT ¢

Group

rEH
2009 2008
—E2EAE —Z2ENF
HK$’000 HK$’000
BT T BT T
Selling expenses HEEH 253,625 199,503
Promotion and advertising expenses EEREEEA 114,567 224,053

Staff costs included in operating expenses JIREEEBR 2B IRA

(including directors’ remuneration (note 9)) (BREEEME (#779)) 1,101,030 1,044,619
Other expenses HiEH 1,053,372 809,917
2,522,504 2,078,092




7. Profit Before Tax

Notes to Financial Statements

The Group’s profit before tax is arrived at after charging/(crediting):
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7. BRREAET
AEE 2 BRBATRFEEMER (GEA)

2009 2008
—EEREF —EETN\F
Notes HK$’000 HK$'000
et B F T BT T
Cost of inventories sold EHFERAK 38,521,886 32,062,729
Depreciation e 16 83,522 70,839
Amortisation of prepaid land premiums FEf L FH S E N 17 408 376
Impairment of goodwill* EERE" 18 6,406 =
Research and development costs fiff 7% K% BR 8% B AR 148,341 131,362
Amortisation of intangible assets** B EE#E 19 1,411 4,786
Impairment of intangible assets* EREERE" 19 35,181 16,731
Impairment of interest in a RERZEHEEZ
jointly-controlled entity* A" 1,034 -
Minimum lease payments under THREFZ
operating leases in respect of BREKEHEHSE
land and buildings 89,612 72,391
Auditors’ remuneration BREMM e 4,600 4,270
Employee benefits expense EERFFX
(including directors’ remuneration (BEESME (#79)) :
(note 9)):
Wages and salaries IERF®E 1,173,864 1,012,274
Equity-settled share option expenses DR 2z BRAER 8,451 1,576
Pension scheme contributions*** RKEFFEMHR 75,905 54,106
Other benefits HAb BRI 179,883 137,525
1,438,103 1,205,481
Provisions for and write-off of REFE B8 R s
obsolete inventories™® 81,277 13,331
Write-off of other receivables* L fth i L R T il g 3,229 1,770
Impairment of trade receivables* FEW & 5 ik SR E 28 163,020 152,940
Loss on disposal of items of property, HEVE  BMERREZEE
plant and equipment 4,392 3,482
Direct operating expenses ARBASHREEEHEN
(including repairs and maintenance) HEKEER
arising on rental-earning (BREEBIRE)
investment properties 10,022 7,761
Fair value loss/(gain) on REMEZDAFEBERE (WHF)
investment properties 16 679 (1,108)
Net rental income HEFRA (21,839) (21,632)
Foreign exchange differences, net SNEEFERE & (89,474) (298,812)
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7. Profit Before Tax (continued) 7.

The impairment of goodwill, the impairment of intangible assets, the
impairment of interest in a jointly-controlled entity, the provisions for and
write-off of obsolete inventories, the write-off of other receivables and the
impairment of trade receivables are included in “Other operating expenses,
net” on the face of the consolidated income statement.

> The amortisation of intangible assets is included in “Cost of sales” on the -
face of the consolidated income statement.

At 31 March 2009, the Group had no material forfeited contributions available
to reduce its contributions to the pension schemes in future years (2008:

FRRAERN (50

BERE  BREERE RARZEREEZ
ERRE REFERERME - HEWR
HMEREREZRABES S AGRERER
Mz [HEEERFEIA -

BREEBHCTAGERERPZHER
IR

RZZEZEANF=ZA=1+—H > AEEALEEKX
AR R R EE 2 B IR S s BIH R 2 B IR

Nil). MR (ZBENEFE  ]) -
8. Finance Costs 8. MERF

Group

rEH
2009 2008
—EZNEF —ZEENF
HK$’000 HK$’000
BT T BT T
Interest on bank borrowings RITEFRFE 109,356 127,272
Interest on bond payable BRHESFE 15,125 3,637
Interest on discounted bills EREZERNE 34,610 76,882
159,091 207,791
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9. Directors’ Remuneration

Directors’ remuneration for the year, disclosed pursuant to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and Section 161 of the Hong Kong Companies
Ordinance, is as follows:
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9. EFXHe
REEBHERZMERAARBSF LHAA (£
MR RBEBRARRMFIMRRE Z2AFE
EEMEWT :

Group

AEE
2009 2008
—ZEThEF —EENE
HK$°000 HK$’000
BT T JBHT T
Fees wme 600 637

Other emoluments: HttE < :

Salaries, allowances and benefits in kind e EMEREYER 8,267 9,267
Performance related bonuses B RIF AN 2 AL 3,102 8,427
Equity-settled share option expenses (note) LR 2t 2 IR fER X (BaE) 1,840 427
Pension scheme contributions EBIRE TR 54 62
13,263 18,183
13,863 18,820

(@) Independent non-executive directors

The fees paid to independent non-executive directors during the year were
as follows:

(a) BIFBITES

REERN XN THEIFATES Z2HESHIL
W

2009 2008

—BEAE —EENE

HK$’000 HK$’000

EBETFT EBEFT

Mr. HU Zhaoguang SRR LA 150 150
Professor WU Jinglian REBER T 150 150
Mr. WONG Man Chung, Francis BEYREE 150 150
Mr. KWAN Ming Heung, Peter KWAN Ming Heung, Peterst4 150 187
600 637

There were no other emoluments payable to the independent non-executive

directors during the year (2008: Nil).

AEERAFERNLEZNTHEILFATESA

AEMME (ZFT/\F &) -
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9. Directors’ Remuneration (continued) 9. EFMe &
(b) Executive directors and non-executive directors (b) HTEERIBITES
Salaries,
allowances Performance Equity-settled Pension
and benefits related share option scheme Total
Fees in kind bonuses expenses contributions remuneration
e B3 BRG X A
IR #Ha ZERE Bihg [
He ENEF ZIEAL X BELGE am
HK$’000 HK$’000 HK$°000 HK$’000 HK$’000 HK$’000
BT BYTT B FT BT BYETT BT
(Note)
(Hizz)
2009 —EENE
Executive directors: HITESE -
Mr. GUO Wei BHEE - 5,545 2,446 901 27 8,919
Mr. LIN Yang B EE - 2,722 656 939 27 4,344
- 8,267 3,102 1,840 54 13,263
Non-executive directors: FHTESE -
Mr. Andrew Y. YAN Bk E - - - - - -
Mr. TANG Xudong ERRLE = = = = = =
Mr. CHEN Derek CHEN Derek £ 4£ - - - - - -
Mr. QIU Zhongwei' BB A - - - - - -
Mr. LUO Hong? BEREE? - - - - - -
- 8,267 3,102 1,840 54 13,263
2008 —BENE
Executive directors: HITEE -
Mr. GUO Wei FHELE - 4,111 4,527 133 23 8,794
Mr. LIN Yang mEEE - 2,009 730 53 23 2,815
Mr. LI Qin® g g - 2,359 2,870 199 - 5,428
Mr. ZENG Maochao® LRE LS - - 300 - = 300
Mr. HUA Zhinian* ENF A - 788 - 42 16 846
- 9,267 8,427 427 62 18,183
Non-executive directors: HHTESE -
Mr. Andrew Y. YANS Bk S5 5 - - - - - -
Mr. TANG Xudong® ELE Wt - - - - - -
Mr. CHEN Dereks CHEN Derek 5t 45 - - - - - -
Mr. LUO Hong® B S S - - - - - -
Mr. William O. GRABE® William O. GRABEZL4° - - - - - -
- 9,267 8,427 427 62 18,183

R-BEAF_A-_+EHAEEZE
R-ZEZANF_A-THHEEE
R-BZELF+_A+HAARK
R-ZZLF+-A+ABEE
R-BEELF+_ATNhAEZE
R-ZZLF+-A+LHEE

Appointed on 25 February 2009
Resigned on 25 February 2009
Retired on 19 December 2007
Resigned on 19 December 2007
Appointed on 19 December 2007
Resigned on 17 December 2007

o o & ® N =
o o & © N o=
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e

9. Directors’ Remuneration (continued) 9. EFM£ &
(b) Executive directors and non-executive directors (continued) (b) HTESRIHITES (8)
There was no arrangement under which a director waived or agreed to T B RN F E A R] ML R K [E B A B
waive any remuneration during the year. 2R
Note: During the year, certain directors were granted share options, in respect of Het: AEER ETEBERAAEEREREME
their services to the Group, under the share option scheme of the Company, RANBBREFINBET 2 BRE  E—DF
further details of which are set out in note 35 to the financial statements. BRI B IR I 5E35 - A EMIREN D F
The fair value of such options, which has been recognised in the income BEDREHAHET  TEREBHANENR
statement over the vesting period, was determined as at the date of grant RN > M ARFERBRROESEET
and the amount included in the financial statements for the current year is EEFERLEYNESHEIRER -
included in the above directors’ remuneration disclosures.
10. Five Highest Paid Employees 10. AfIERESHENER
The five highest paid employees during the year included two (2008: three) rEEzEVGEaFHEEEEME (Z2EN
directors, details of whose remuneration are set out in note 9 above. Details F:1=8)ES, ?&%Zﬁ}ﬂﬁﬁ’%ﬁﬁé‘tﬁﬁﬁ?Q
of the remuneration of the remaining three (2008: two) non-director, highest AoBRT=F (ZEENF: W%) FESZHS
paid employees for the year are as follows: FMESRAEE 2 M S ERAMT :
Group
rEH
2009 2008
—EEREF —EENEF
HK$°000 HK$’000
B F T BT T
Salaries, allowances and benefits in kind e EMREYERN 3,282 1,830
Performance related bonuses BR R IR0 2 TEAL 6,033 2,680
Equity-settled share option expenses (note) BB 2 BREms (fi) 470 49
Pension scheme contributions B EIMHR 82 44
9,867 4,603
The number of non-director, highest paid employees whose remuneration MENFTIHEBEz2HES2RSFMEEZA
fell within the following bands is as follows: BT
Number of employees
EBEA™
2009 2008
—EENEF —EEN\F
HK$1,500,001 to HK$2,000,000 751,500,001 T Z B #2,000,0007T = 1
HK$2,000,001 to HK$2,500,000 7B#2 000,001 T EE#2,500,0007T 2 =
HK$2,500,001 to HK$3,000,000 7B#2 500,001 70 £ B #3,000,0007T = 1
HK$3,000,001 to HK$3,500,000 7E#£3,000,001 7T £ & #3,500,0007T = -
HK$3,500,001 to HK$4,000,000 7B#3,500,001 7t Z B #4,000,0007T = -
HK$4,000,001 to HK$4,500,000 7B¥54,000,001 T £ #E#4,500,0007T = -
HK$4,500,001 to HK$5,000,000 7B#4,500,001 7T Z B #5,000,0007T = -
HK$5,000,001 to HK$5,500,000 7B¥5,000,001 7T £ B #5,500,0007T 1 -
3 2
Note: During the year, share options were granted to certain non-director, highest M AEER ETHES EHEEERBAE
paid employees, in respect of their services to the Group, under the share l}Eﬂi\ﬁ BMERAD jﬂgﬂﬁg HEET 2B
option scheme of the Company, further details of which are set out in note B E— BRI EIRERMI IS5 - %
35 to the financial statements. The fair value of such options, which has been SHEBRENAFEEDARE A HERT th
recognised in the income statement over the vesting period, was determined E"Em BEHAEKRERARR > Mt ARFEER
as at the date of grant and the amount included in the financial statements BHRENWESBIEEBERLXNFESZES
for the current year is included in the above non-director, highest paid HFMESWER

employees’ remuneration disclosures.



al China Holdings Limited

4

Notes to Financial Statements
B & R & MY 5

31 March 2009 —ZZAF=A=+—H

11. Tax 11. R\
2009 2008
—EENE —EENEF
HK$°000 HK$’000
BT B FTT
Group: REH :
Current — Hong Kong REE-FB 9,591 2,661
Current — PRC AEE-FEH 121,631 41,632
Deferred (note 25) B (HfaE25) (4,286) 7,859
Total tax charge for the year AREEHEBEBZHET 126,936 52,152
(a) PRC corporate income tax represents tax charged on the estimated (a) FEICEMEBHBIERPRKREEE 2 &
assessable profits arising in the Mainland China. In general, the FE SR B3 Al P R 2 BE IR o BREE T B B
PRC subsidiaries of the Group are subject to the PRC corporate BRAAZEZBHRHEBERIN  AEEH
income tax rate of 25% except for certain PRC subsidiaries which ZHEMRB AT —RBHH P EDERR
are entitled to tax holidays and preferential tax rates. BB ZBER25% o
(b)  During the year, Hong Kong profits tax has been provided at the b) XEERN BBRISHIREEBES
rate of 16.5% (2008: 17.5%) on the estimated assessable profits st ERFERIR16.5% (ZEENEFE
arising in Hong Kong. The lower Hong Kong profits tax rate has 17.6%) 2B EFTH - BEERESHRBERZ
become effective from the year of assessment 2008/2009, and so AREE_ZEN\E / —_ZEAFRBEE
is applicable to the assessable profits arising in Hong Kong for the RBEEW  WEARBE-ZEZTHhE=A
whole year ended 31 March 20009. St HBL2FEREEBRELE ZERB
aF o
(c) No provision for Hong Kong profits tax has been made for the (c) HRLREHECERBKEATRBE_Z

jointly-controlled entities and associates as the jointly-controlled
entities and associates had no estimated assessable profits arising
in Hong Kong for the years ended 31 March 2009 and 2008. PRC
corporate income tax has been provided at the applicable rates on
the estimated assessable profits of the jointly-controlled entities
and associates for the years ended 31 March 2009 and 2008. The
share of tax charge attributable to the jointly-controlled entities of
approximately HK$262,000 (2008: Nil) and the share of tax charge
attributable to the associates of approximately HK$3,382,000
(2008: HK$679,000) are included in “Share of profits and losses
of jointly-controlled entities” and “Share of profits and losses of
associates” respectively on the face of the consolidated income
statement.

ENER-ZEENE=A=1+—HLEE

VEEEBELEMTERBERN 2L
BLHHEEFCERBEQNRARETENE

BAELERE PECERSHIRERSE
E_EENFER-_ZFEZENF=ZA=1T—H
IFFEHAREFCERBE AT 2T E
REORAIRE AR EELEE - EAH
[ 32 Hl b % 2 Fi1E X H 4 8 262,000t
(ZZZN\F &) REEQARAZHELXH
#) B 53,382,000t (ZEZ)\F @ B
679,0007t) * B2 Bl ARG E WK H
ZIEEEREHCEZBZIRER] R
[FEMREE DT BRI REE A -
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11. Tax (continued) 11. RIE &)

A reconciliation of the tax expense applicable to the profit before tax using RIBAABRAEHMDEMBARMER EEREZ
the statutory rates for the jurisdictions in which the Company and the EEMBTERBANGHN 2RMIBR L - EHIZER
majority of its subsidiaries are domiciled to the tax expense at the effective BEGFTE2HEILEIR  UARBEBABE (A%
tax rates, and a reconciliation of the applicable rates (i.e., the statutory tax EME) HERBIEHIRNOT

rates) to the effective tax rates, are as follows:

Group rEE
2009 2008
—EZhEF —EENEF
HK$’000 % HK$'000 %
BT =4 BT =4

Profit before tax BR A% A0 % R 736,222 453,032
Tax at the applicable tax rate RERARERFTE Z2FHRE 184,055 25.0 149,501 33.0
Effect on change in applicable tax rate BRAREREH o E - - (9,061) (2.0)
Lower tax rates for specific provinces or 43 E& Db H R T 2

enacted by local authority BRI = (143,514) (19.5) (155,958) (34.4)
Effect on opening deferred tax of MEEMEFNELEREZ

increase in rates -2 577 0.1 (8,174) (1.8)
Profits and losses attributable to HEZEHCEREE QT

jointly-controlled entities and associates  FE{h %= FI K B8 (2,909) (0.4) (2,534) (0.6)
Tax effect of unused tax losses RERZARBAREREZ

not recognised Mg E 26,753 3.6 14,110 3.1
Income not subject to tax AR 2 A (34,807) (4.7) (26,631) (5.9)
Expenses not deductible for tax NGRS 103,148 14.0 102,992 22.8
Tax losses utilised from previous periods  FI B > FHIEEE (6,367) (0.9) (12,093) (2.7)
Tax charge at the Group’s effective rate BRAEEEBERETEZHIEL H 126,936 17.2 52,152 11.5
12. Profit Attributable to Equity Holders of the 12. BAFKRRESGRR

Parent

The consolidated profit attributable to equity holders of the parent for the FARRBMERENBE_ZSETNEFE=A=1
year ended 31 March 2009 includes a loss of approximately HK$44,475,000 —HLFENBARRREMLGS N 8B
(2008: HK$43,244,000), which was arrived at after deducting dividend N AR L EEA162, 666,000 (ZEENE B
income received from a subsidiary and other intercompany income #151,925,0007T) FHERKR B ME A RREWA
totalling approximately HK$207,141,000 (2008: HK$195,169,000) from the RERIHATWRALFTLE207,141,000T (=
Company’s profit of HK$162,666,000 (2008: HK$151,925,000) that has ZZT)\FE : B¥105,169,0007T) & ' BELNAEEB
been dealt with in the financial statements of the Company (note 36(b)). #544,475,0007Tc (Z BT\ F : #B¥43,244,000

7t) (FfE36(b)) °
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13. Dividends 13. ER
2009 2008
—EZhEF —EENE
HK$’000 HK$’000
BT T BT T
Proposed final dividend — 14.55 HK cents #ERAERE — SRZEIR14.5581
(2008: 14.55 HK cents) (ZZZ)\F : 14.55%1l)
per ordinary share 140,030 140,210

The proposed final dividend for the year is subject to the approval of the
Company’s shareholders at the forthcoming annual general meeting.

14. Earnings Per Share Attributable to Ordinary
Equity Holders of the Parent

The calculation of basic earnings per share amount is based on the profit for
the year attributable to ordinary equity holders of the parent of approximately
HK$641,145,000 (2008: HK$401,125,000), and the weighted average
of 962,957,784 (2008: 917,512,860) ordinary shares in issue during the
year.

The calculation of diluted earnings per share amount is based on the profit
for the year attributable to ordinary equity holders of the parent and the
weighted average number of ordinary shares in issue during the year and the
weighted average number of ordinary shares deemed to have been issued
at no consideration on the deemed exercise of all the dilutive potential
ordinary shares of the Company into ordinary shares during the year.

For the year ended 31 March 2009, the outstanding share options had
anti-dilutive effect on the basic earnings per share.

The calculation of diluted earnings per share amount for the year ended
31 March 2008 was based on the profit for the year ended 31 March
2008 attributable to ordinary equity holders of the parent of approximately
HK$401,125,000 and 934,702,820 ordinary shares, which represented the
weighted average of 917,512,860 ordinary shares in issue during the year
ended 31 March 2008, and the weighted average of 17,189,960 ordinary
shares deemed to have been issued at no consideration on the deemed
exercise of all the outstanding share options during the year ended 31
March 2008.

AEERKARBREEALKA DA RRENGRIT
ZRRBFRE LHLE -

14. BLAREBEREBRREGSRET

EREGRBIADEAFEZBATEBERRKRERE
{ER R 4B H641,145,00078 (ZBENE © Bl
401,125,0007t) * ARRAFERZE BT E]

B& = N #ESF 19 21962,057, 784 (ZZEE N\ F :
917,512,860/ ) 5t & o

BEERSRBNDEZFEZSARNEERRR
BEEFNERZFEAZCBTEBR 2 MEF
HERBRRZFERZARRR ZAATELE
BNEEREAABTELIWEACEMEBRTE
BRZIMEFIIHEE -

BE-ZENFE=ZRA=+T—HLEFE  K{THEE
BREUEASRENARBELE -

BE-_ZZNF=ZA=1+—-BLEEFE-#E%
BREFN DES8ZE-_ZZNFEF=BF=+—H
LTFEZBLAREERBEREMLMEANNN B
401,125,000t % 934,702,820 R E @M TE » 1t
ROBEAREBE-_SZENF=A=1+—HLF
ERZERITEER 2 MEFIFE917,512,860
B UERBERBZE=_ZEZTN\EF=F=+—H
FTFERZABENRTEZEREHRGAET
FUERABCEEBRTEERZINELEH
17,189,960/ Z #H o
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15. Property, Plant and Equipment 15. Y%  BERRE
Group rEHE
Leasehold Leasehold
land and improve- Office Motor Construction
buildings ments equipment vehicles in progress Total
HELH WAZE
REF HEHEE E35] "E EEIR st

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
BEFT BEFT BEFT BEFT BE T BETT

31 March 2009 —EEAF=A=1+—H
At 31 March 2008 and R-ZBZFENF=ZA=1T-HK

1 April 2008: —EZNFNA—HF:

Cost BAE 171,085 78,573 425,504 27,541 5,981 708,684

Accumulated depreciation e (10,561) (40,579)  (236,648) (19,772) = (307,560)

Net carrying amount R EFE 160,524 37,994 188,856 7,769 5,981 401,124
At 1 April 2008, net of R-ZEENENA—H

accumulated depreciation HKREFINE 160,524 37,994 188,856 7,769 5,981 401,124
Additions RE - 3,794 62,915 6,211 3,997 76,917
Disposals HE - (262) (4,439) (407) - (5,108)
Transfers from construction ERATEIR

in progress - 4,524 66 - (4,590) -
Depreciation provided KEENE

during the year (4,054) (17,047) (60,119) (2,302) = (83,522)
Exchange realignment ERAZE 3,359 787 3,901 159 150 8,356
At 31 March 2009, net of RZBZEAE=A=+—1 -

accumulated depreciation HNKREiE 159,829 29,790 191,180 11,430 5,538 397,767
At 31 March 2009: R-ZZEBAE=A=1+—H:

Cost BAE 174,724 85,539 455,670 29,977 5,538 751,448

Accumulated depreciation ZiiTE (14,895) (55,749) (264,490) (18,547) - (353,681)

Net carrying amount R E R E 159,829 29,790 191,180 11,430 5,538 397,767
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15. Property, Plant and Equipment (continued) 15. ¥ BEREMR (&)

Group AEE
Leasehold
land and Leasehold Office Motor Construction
buildings  improvements equipment vehicles in progress Total
HE T WAZE
REF HEEE #1E AE EEIR Foy
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT BYTT BETT
31 March 2008 —EENF=ZHA=1—-H
At 1 April 2007: R-ZZLEWA—R:
Cost BAE 151,097 66,403 330,386 26,370 58 574,314
Accumulated depreciation ZEIE (5,855) (24,753) (185,899) (20,186) - (236,693)
Net carrying amount R E FHE 145,242 41,650 144,487 6,184 58 337,621
At 1 April 2007, net of RZZEZ+FWA—A -
accumulated depreciation MERBEHTE 145,242 41,650 144,487 6,184 58 337,621
Additions =t 1,804 5,877 72,683 3,235 13,936 97,535
Disposals HE - ) (4,426) (579) - (5,007)
Transfers from construction  EREBHEZEIR
in progress - 781 8,297 - (9,078) -
Depreciation provided REERE
during the year (4,669) (13,677) (50,629) (1,864) - (70,839)
Exchange realignment [ 7 HE 18,147 3,365 18,444 793 1,065 41,814
At 31 March 2008, net of RZIBENF=ZA=1+—H"
accumulated depreciation HBRETITE 160,524 37,994 188,856 7,769 5,981 401,124
At 31 March 2008: RZBEENEFE=ZF=1+—H:
Cost RAE 171,085 78,573 425,504 27,541 5,981 708,684
Accumulated depreciation ZitieE (10,561) (40,579) (236,648) (19,772) - (307,560)
Net carrying amount IR B 160,524 37,994 188,856 7,769 5,981 401,124

The Group’s leasehold land and buildings included above are held under
medium term leases in Mainland China.

BRENz2AEEHEL HREFHUAPER
BE - DURHERIEAQEER -
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31 March 2009

15. Y% - BEREE (&)

Company AAT
Leasehold Office Motor
improvements equipment vehicles Total
HE#E BAERE RE wst
HK$’000 HK$’000 HK$’000 HK$’000
BT BT B F T B F T
31 March 2009 —EEAF=ZA=+—H
At 31 March 2008 and R-ZZEENF=A=+—H
1 April 2008: FZEENFWOAE—A:
Cost R AME 2,847 1,665 985 5,497
Accumulated depreciation 2 E (2,829) (1,426) (985) (5,240)
Net carrying amount R EFE 18 239 - 257
At 1 April 2008, net of accumulated RZZEZEN\EMA—H -
depreciation HMBREFHINE 18 239 - 257
Additions NE 143 234 - 377
Disposals HE - (41) - (41)
Depreciation provided during the year KEEIFE (42) (118) - (160)
At 31 March 2009, net of accumulated RZ-ZZEZEAF=HA=+—H -
depreciation MBRBFTINE 119 314 - 433
At 31 March 2009: R-BEEAE=A=+—8 :
Cost RAME 2,990 1,261 985 5,236
Accumulated depreciation HZItiInE (2,871) (947) (985) (4,803)
Net carrying amount R T FHE 119 314 - 433
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15. Property, Plant and Equipment (continued) 15. ¥ BEREMR (&)
Company AAT
Leasehold Office Motor
improvements equipment vehicles Total
HERE MAEFRME RE st
HK$’000 HK$’000 HK$’000 HK$’000

B F T BEFT BEFT BEFT

31 March 2008 —EENF=A=+—8H
At 1 April 2007: R-ZZELFWMA—B:
Cost K ANME 2,847 1,666 985 5,498
Accumulated depreciation 25 E (2,696) (1,338) (985) (5,019)
Net carrying amount R EEE 151 328 - 479
At 1 April 2007, net of accumulated RZFESLHFWA—H -
depreciation HBREFTINE 151 328 = 479
Additions "E = 36 = 36
Depreciation provided during the year REETE (133) (125) - (258)

At 31 March 2008, net of accumulated R-ZBENF=A=+—8 -

depreciation HMBREFHINE 18 239 - 257
At 31 March 2008: R-ZZEZENF=B=+—H8:

Cost RAE 2,847 1,665 985 5,497

Accumulated depreciation 2L E (2,829) (1,426) (985) (5,240)

Net carrying amount R E F A 18 239 - 257
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16. Investment Properties 16. BEYX
Group
rEH
2009 2008
—®EhE =F N
HK$’000 HK$’000
BT BT T
Carrying amount at 1 April AMA—HZIREE 234,212 208,226
Net profit/(loss) from a fair value BRAFEEAR 2 F =R, (EE)
adjustment (note 7) (KteE7) (679) 1,108
Exchange realignment [E 5 3% 4,983 24,878
Carrying amount at 31 March R=BA=+—HAZREE 238,516 234,212

The Group’s investment properties are situated in Mainland China and are
held under medium term leases.

The Group’s investment properties were revalued on 31 March 2009 by
Vigers Appraisal & Consulting Limited, independent professionally qualified
valuers, at approximately HK$238,516,000 on an open market, existing use
basis. The investment properties are leased to third parties under operating
leases, further summary details of which are included in note 39(a) to the
financial statements.

At 31 March 2009, one of the Group’s investment properties situated
in Mainland China with a value of approximately HK$19,009,000 (2008:
HK$19,278,000) was pledged to secure certain bank loans granted to the
Group (note 32).

REB2REWMEDMLAHE AR - AP HHE
HEe-

RZBBEANF=A=+—0 XEELRENEH
BYBECERGEMBEHTEETEEBRS
RAGRAEMSRETAZREESHNEY
238,516,000 - ZEREVHEREBELLEHLA Y
HMFE=F E—FTHFBEEEHA N BEREM
5¥39(a) °

RZBBEANF=A=+—8 > XEB—BELRFR
B K FE H B {E 478 %19,009,0007t (ZEE N
F . B #19,278,000t) 2 WHEMEE F UK
B EAREEESE TRITERZER (M
32)
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16. Investment Properties (continued)

Further particulars of the Group’s investment properties are as follows:

16. |EME (40

REBREMEZE-SHBHIINOT :

Attributable

interest of
Location Use Tenure the Group
ih 2 B& FH AEEEGER
Digital Technology Plaza, Office building Medium term lease 100%
No.9 Shangdijiu Street, NN REAFE A
Haidian District,
Beijing,
The PRC
FELEETERE
i REEOHTOSR
HIER I ES
No.6 Zhongguancun, Office building Medium term lease 74%
Nanda Street, NN RERFR A
Haidian District,
Beijing,
The PRC
PR ETERE
RN K65
17. Prepaid Land Premiums 17. W t#ES
Group
AEH
2009 2008
ZEEBhF —EENE
HK$’000 HK$’000
B FT BT T
Carrying amount at 1 April AEA—HZIREE 15,165 13,904
Amortisation during the year NEE 2y (408) (376)
Exchange realignment [E 5 3% 322 1,637
Carrying amount at 31 March R=EA=+—HZIREE 15,079 15,165
Current portion included in prepayments, FREHDBFEERNRE 22K
deposits and other receivables H b fE U T8 (408) (400)
Non-current portion IR B9 14,671 14,765
The Group’s leasehold land is held under a medium term lease and is AREBEZHE L WM RPE AR WP HAE

situated in Mainland China.

WER -
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18. Goodwill 18. W&
The amount of goodwill capitalised as an asset, arising from the acquisition WELEBRRERELEMERMLAEEZHE
of minority interests, was as follows: EREUT :
Group
rEH
2009 2008
—EEhEF —EENEF
HK$’000 HK$’000
BT T BT T
At 1 April: AMA—H :
Cost RARE 46,158 46,158
Accumulated impairment Z:HRE (46,158) (46,158)
Net carrying amount R EFE = =
Cost at 1 April, net of accumulated AEA—HZRAE - HIBRBFTRE
impairment = -
Acquisition of minority interests WD ERRER 6,420 =
Impairment during the year REERE (6,406) =
Exchange realignment [ERT R (14) -
Net carrying amount at 31 March MR=BR=+—RAZREFE = =
At 31 March: R=ZA=+—8:
Cost BAE 52,578 46,158
Accumulated impairment Z:HRE (52,578) (46,158)
Net carrying amount I EFE - -
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18. Goodwill (continued)
Impairment testing of goodwill

Goodwill acquired through business combinations has been allocated to
the software development cash-generating unit, which is under the Services
segment, for impairment testing.

The recoverable amount of the software development cash-generating unit
is determined based on a value in use calculation using cash flow projections
based on financial budgets covering a five-year period approved by senior
management. The discount rate applied to cash flow projections is 6%.

During the year, due to the continuous losses incurred by the subsidiary
principally engaged in the software development, the directors, by
discounting the future cash flow generated from the subsidiary at the
discount rate applied to cash flow projections of 6%, considered the
goodwill of approximately HK$6,406,000 was fully impaired.

Key assumptions were used in the value in use calculation of the software
development cash-generating unit. The following describes each key
assumption on which management has based its cash flow projections to
undertake impairment testing of goodwill.

Budgeted gross margins — The basis used to determine the value assigned
to the budgeted gross margins is the average gross margins achieved in
the year immediately before the budget year.

Discount rate — The discount rate used is before tax and reflects specific
risks relating to the cash generating unit.

18. ®E& (&)
BERER

EBEBEOHUBIHEEIRRMHABREE
LB WRRBEDE - SUETRERR -

BHRBRSELEVZTREEDREBERE
EHEE MEABEDRARBESREREHE
ZHFEHMBAERN RS RETHE - R
EREFMEAZBREREY -

RAFERN BREIRBSRAMBZHNBLE
SEBEHE ESRRREAERUZHRE
6% EZMBAREEZARARRERESR » BH
#)78¥6,406,000 THAEE 2 BURIE -

AERAHARREELEN 2 ERAEEREFE
EERR - TXHAEEERETHERENA
FAREREMKBZEREIERR -

AEEFE -REENREBECEEEERRE
BEFEN—EFERREZFHERNR-

MBEE-FFRAZEREZSRBAUER > AR
REBEMIIS R 2BEERE
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19. Intangible Assets 19. | EE
Group RE
Deferred
Patents development Systems
and licences costs software Total
ERER %13
FAEE B B AR A Y0 st
HK$’000 HK$’000 HK$’000 HK$’000

BE T BT BETFT BEFT

31 March 2009 ZEENF=ZA=+—H
At 1 April 2008: RZZEENFMNA—H:
Cost MAE 6,457 90,062 - 96,519
Accumulated amortisation Rt B E R E
and impairment (931) (90,062) - (90,993)
Net carrying amount REFE 5,526 - - 5,526
Cost at 1 April 2008, net of accumulated R-ZEZENENA-BZHAE
amortisation and impairment MR BT ERRE 5,526 = = 5,526
Additions RE - - 35,181 35,181
Amortisation provided during the year I N (1,411) - - (1,411)
Impairment during the year REERE - - (35,181) (35,181)
Write-off during the year AN [ 8H = = = -
Exchange realignment EHAE 118 - - 118
At 31 March 2009 R-ZEENF=ZA=+—H 4,233 = = 4,233
At 31 March 2009: REZBBNEF=ZA=+—-0:
Cost MAE 6,457 - 35,181 41,638
Accumulated amortisation R EERRE
and impairment (2,224) - (35,181) (37,405)

Net carrying amount R EFE 4,233 = = 4,233
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19. Intangible Assets (continued)

19. | RE (&)

Group rEE
Deferred
Patents  development
and licences costs Total
ERER BT
AR B 2% A AR st
HK$'000 HK$'000 HK$’000
BEF T BEF T BT T
31 March 2008 —EENE=A=+—H
At 1 April 2007: R-BELEMA—F :
Cost RAE - 80,072 80,072
Accumulated amortisation and impairment 25 RRE - (60,985) (60,985)
Net carrying amount R E R E - 19,087 19,087
Cost at 1 April 2007, net of accumulated R-ZEZTLFNA—HBZRAE - 19,087 19,087
amortisation and impairment MR R RRE
Additions wE 6,457 - 6,457
Amortisation provided during the year NEE Y (1,317) (3,469) (4,786)
Impairment during the year REERE = (16,731) (16,731)
Exchange realignment & 5% 386 1,113 1,499
At 31 March 2008 R-ZEZENF=B=+—H 5,526 = 5,626
At 31 March 2008: R-ZZBEBENF=A=+—H:
Cost RAME 6,457 90,062 96,519
Accumulated amortisation and impairment BB RRE (931) (90,062) (90,993)
Net carrying amount IR EFE 5,526 = 5,526

During the year ended 31 March 2009, in view of the change in market
demand, the directors considered that the carrying value of the systems
software is irrecoverable after taking into consideration the estimated
future revenue. Impairment losses of approximately HK$35,181,000 were
recognised accordingly.

During the year ended 31 March 2008, in view of the change in market
demand, the directors considered that the carrying values of certain deferred
development costs were irrecoverable after taking into consideration
the estimated future revenue. Impairment losses of approximately
HK$16,731,000 were recognised accordingly.

REBE-ZEZAhE=A=1+—HLEEER AR
TEBEREANE  ESLZEMETRENZR
% REEFUEETERSHRG 2REME Hit
ERAB¥35,181,0007T ZiBEEIE

REBE-TENE=ZA=+—HLEER AR
TEEREHNE  ESLZEMATAENGS
%> RABFIUEETELMABEX A ZIREE
F BRI B%16,731,0007T Z B EEE °
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20. Investments in Subsidiaries 20. RMEBLARZ®/E
Company
/N
2009 2008
—EEAF —EEN\F
HK$’000 HK$’000
BT T BT T
Unlisted shares, at cost FEmBRMG o BB 699,407 699,407
Capital contribution in respect of URHZFEEZ
employee share-based compensation MeEARHE 57,406 50,983
756,813 750,390
Particulars of the principal subsidiaries are as follows: FEHMBLARFEROT :
Percentage
Place of of equity
incorporation/ Nominal value attributable to
registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities
QR LG
MR, ERTRAR EZAsH
=E BRREEMR R 2 H{E i=E:3 % FTEER
Digital China (BVI) Limited British Virgin Islands US$5,125 100 = Investment holding
REBERRES 5,1256% T REEZER
Digital China Limited Hong Kong HK$2 - 100 Investment holding
HMNBIFEERA A BE B2 REZR
Digital China (China) Limited** Mainland China HK$1,000,000,000 = 100 Systems integration

WMNEEE (R E) BRAR

LETPN

7 #1,000,000,0007T

and distribution of
IT products
ARERRDEHITER

e
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20. Investments in Subsidiaries (continued) 20. MMEBARZE’E (&)

Particulars of the principal subsidiaries are as follows: (continued) FTEMBLARFELT : (&)

Percentage
Place of of equity

incorporation/ Nominal value attributable to
registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities

QR G

HEMRYL, ERITRHEE EzAoH
=L BRREEME R4 2 HE =k i FEXH
Chengdu Digital China Limited*# Mainland China HK$5,000,000 — 100 Systems integration
FRER 1 N BB PR 2 7 Bl K BE 7 #5,000,0007T and distribution of
IT products
REERRDHEITER
Shenyang Digital China Limited*# Mainland China HK$5,000,000 - 100 Systems integration
R NS B R A = B K BE 7 #5,000,0007T and distribution of
IT products
REERRDHETER
Shanghai Digital China Limited** Mainland China HK$10,000,000 = 100 Systems integration
LB METEERA A" AR R 7#%10,000,0007T and distribution of
IT products
REERRDHETER
Digital China (Shenzhen) Limited**  Mainland China HK$12,000,000 = 100 Systems integration
wWMEES ORI BRA T B R BE 7 %12,000,0007T and distribution of
IT products
RRERRDEITER
Xian Digital China Limited** Mainland China HK$10,000,000 - 100 Systems integration
A MNEEER A A Fh B K pE 7 #10,000,0007T and distribution of
IT products
ARERRDEITER
Wuhan Digital China Limited** Mainland China HK$12,500,000 - 100 Systems integration
2 N BIE B R A =7 B K BE 7##12,500,0007C and distribution of
IT products
RRERRDEITER
Nanjing Digital China Limited** Mainland China HK$3,000,000 = 100 Systems integration

AR MNEEER AR

B KR

7 #3,000,0007T

and distribution of
IT products
REERRDHEITER
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20. Investments in Subsidiaries (continued) 20. MMEBATZ®’E (&)

Particulars of the principal subsidiaries are as follows: (continued) FTEMBLARFELT : (F)
Percentage
of equity
attributable to

Place of
Nominal value

incorporation/

registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities

A E G

HEMRL, ERITREE EZzAaok
=L BEREEHE Rz EH{E HE CiF:3 FEXHK
Guangzhou Digital China Limited*~  Mainland China HK$12,000,000 - 100 Systems integration
& M3 N BB B PR A = - 1PN 3 7 #12,000,0007T and distribution of
IT products
REERRDHEITER
Jinan Digital China Limited** Mainland China HK$2,000,000 - 100 Systems integration
EERMNEEE R AT Fh B K e 782 000,0007T and distribution of
IT products
REERR D HITER
Digital China Marketing British Virgin Islands US$1 - 100 Investment holding
& Services Ltd. KEERRED E REER
Digital China Technology Limited Hong Kong/ HK$1,000,000 - 100 Distribution of
HNHBREERERA A Mainland China 7#1,000,0007T IT products
BB PEKE DEITE M
Digital China Advanced Hong Kong/ HK$300,000,000 - 90.96 Systems integration
Systems Limited Mainland China 7&#£300,000,0007T and distribution of
HINBIEER RS ER QA BB PEIKME IT products
REERR D HEITER
Digital China (HK) Limited Hong Kong HK$10,000 - 100 Distribution of
MBS (B8) BRAF BB 7##10,0007T IT products

DEEITEm
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20. Investments in Subsidiaries (continued) 20. MMEBARZE’E (&)
Particulars of the principal subsidiaries are as follows: (continued) FTEMBLARFELT : (&)
Percentage
Place of of equity
incorporation/ Nominal value attributable to
registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities
A B EG
HEMRL, ERITREE EzAaol
B BEREEHE R 2 EH{E HE CiE:3 FEEK
E-Olympic International Limited British Virgin Islands US$1 - 100  Holding of trademarks
REERAES 1%7T FEEE
Digital China Networks, Ltd. British Virgin Islands US$10,000,000 - 100 Investment holding
BMNBBRKERDE" REBERRES 10,000,000% 7T BEER
Digital China Networks (HK) Limited Hong Kong/ HK$2 - 100 Distribution of
HWMNBIERE (BE) BRAA Mainland China BT networking products
BB PEKKE DEPFAEE m
Digital China (Shanghai) Mainland China HK$3,000,000 - 100 Development
Networks Limited*# Fh B K paE 73,000,000 and distribution of
HNEES (LF) RAEBRAT networking products
BBk DHEAEES
Digital China Networks Mainland China HK$3,000,000 - 100 Development
(Beijing) Limited** ] R 75#3,000,0007T and distribution of
HMNBIERE (LR) BRAF networking products
BBk DHEAEES
Grace Glory Enterprises Limited British Virgin Islands US$1 - 100 Investment holding
BEGEFRAF REEARES 1% REER
Digital China Software (BVI) Limited British Virgin Islands US$1 - 90.96 Investment holding

HNBIEE A BV ERAF" RBERRES 1%7T REZER
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20.

Particulars of the principal subsidiaries are as follows: (continued)

Investments in Subsidiaries (continued) 20. MMEBATZ®’E (&)
FTEMBLARFHEOT : (F)

Place of
incorporation/

Nominal value

Percentage
of equity
attributable to

registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities
A E G
A, EBRTRHR HEEDL
=L BEREEHE Rz EH{E HE CiF:3 FEEK
Beijing Digital China Limited* Mainland China RMB1,000,000,000 - 100 Systems integration
R MNEIFEERA A Fh B K A E#1,000,000,0007C and distribution of
IT products
ARERRDETER
Beijing Digital China Supply Mainland China RMB10,000,000 - 100 Distribution of
Chain Services Co., Ltd.* B K e AEK#10,000,0007T IT products
(Formerly known as “Beijing DEITER
Instant Technology Logistics
Co., Ltd.™)
b5 N B AS AL SE AR A A PR A R
(AT&H [ E=RHEYR
BEBERAA D)
Shenzhen Instant Logistics Mainland China RMB5,000,000 - 100 Provision of
Co., Ltd.* Fh B K e A R%5,000,0007T logistic services
FINBHEYRE R A = R AR RS
Digital China (Zhengzhou) Limited* Mainland China RMB5,100,000 - 90 Systems integration
ONEES (EM) BRRAF R B K e AER#5,100,0007T and distribution of
IT products
ARERRDETER
Talent Gain Developments Limited  British Virgin Islands US$H - 100 Investment holding
KEERAES 1£7T REER




Notes to Financial Statements
B & R & MY 5

31 March 2009 —ZZAF=A=+—H

20. Investments in Subsidiaries (continued) 20. MMEBARZE’E (&)

Particulars of the principal subsidiaries are as follows: (continued) FTEMBLARFELT : (&)

Place of
incorporation/

Nominal value

Percentage
of equity
attributable to

registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities
QR EAG
HEMRL, EBRITRHE EzAsl
=E BRREEMR K72 HE i=k:3 LiEE3 FEXH
DGT Information Systems Hong Kong Ordinary shares - 82.40 Investment holding
Limited (“DGT”) BE US$7,500,000 REER
NI EARGERA A Preference shares
(M NS 8 A ) US$1,000,000
EER
7,500,000 7T
BER
1,000,000 T
DGT Information Systems Mainland China US$1,500,000 - 82.40 Software
(Shanghai) Limited** B R 1,500,000% 7T development
1N B B AR and maintenance
(L&) BRAR" services
R ERRERE
DGT Information Systems Mainland China US$1,100,000 - 82.40 Software
(Beijing) Limited** B R 1,100,000% 7T development
1N B B AR and maintenance
(k=) BRAR" services
PR ERRERE
Power Gateway Limited British Virgin Islands US$100 - 100 Investment holding
KEARRES 100% T REZR
Beijing Digital China Si-Tech Mainland China RMB43,715,000 - 73.84 Research and

Information Technology
Co., Ltd.* (“STQ”)

b 7238 N B B A5 15 B AT

1EiPN 3

AR%43,715,0007T

development,
application and
maintenance of

B ERAR software products
(r2#xl) BHERZ
MERBE
UKIZEER

RRERE
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Particulars of the principal subsidiaries are as follows: (continued)

Place of
incorporation/

Nominal value
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20. RMEBATZERE (&)
FTEMBLARFHEOT : (F)
Percentage

of equity
attributable to

registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities

PN R

MR, ERTRAR EEAoH
=E: BRREEMR R 2 H{E i=E:3 SE3 FTEEWR
Hangzhou Digital China Limited** Mainland China HK$3,000,000 - 100 Systems integration
FUNE N BB R A =) B K BE 7 #3,000,0007T and distribution of
IT products
RERR D EITER
Digital China Software Limited** Mainland China US$6,000,000 - 100 Software
MBS B R A Fl* alEiPN 6,000,000 7T development
and maintenance
services
B RRE RS
Digital China Macao Macau MOP1,000,000 - 100 Distribution of
Commercial Offshore Limited B JEFI%E1,000,0007T IT products
0 N SRS R P B S RS DHITER

BIRAF

Fuzhou Digital China Mainland China HK$10,000,000 - 100 Distribution of
Company Limited** aEi PN F8%10,000,0007T IT products
BN ERE B R A 7)* DEHITE m
Changsha Digital China Mainland China HK$20,000,000 = 100 Distribution of
Company Limited** B K FE 7B #£20,000,0007T IT products
RAOBMNEIFERA A" DEITER
Digital China (Hefei) Mainland China HK$10,000,000 - 100 Distribution of
Company Limited+* B K e 7&%10,000,0007T IT products
NS (S0E) BRAF! DHITER
Wise Source Investments Limited British Virgin Islands US$1 - 100 Investment holding
REARRES 1E7T REZR
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20.

Investments in Subsidiaries (continued)

Particulars of the principal subsidiaries are as follows: (continued)

Place of
incorporation/

Nominal value

20. HMEBLARZ®RE (4)
FEMBARFEOT © (&)

Percentage
of equity
attributable to

registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities
AR EAG
EMRYL, ERITRHEE EzAol
=L BRREEMR K72 HE B LiEE3 FEXHK
Cellular Investments Limited Hong Kong HK$1 - 100 Investment holding
HEREBREFRAF "B BT REZR
Digital China Information Mainland China RMB295,307,900 - 90.96 Systems integration
Technology Service Co., Ltd.**~  FRE KBE AER#295,307,9007T services, application
MBS S R MTAR AR A 7 software development,
maintenance and
outsourcing,
consultancy and
training services
REE RS -
FEREMRE
RERIMRTE
B 5 ] 15 1 AR 75
Digital China Advanced Mainland China RMB500,000,000 - 90.96 Systems integration,
Systems Service Limited* ] K AR #500,000,0007T software development,
BMNEBRAERREEERA A and maintenance
services
BHRER
RE IR
Shanghai Digital China Mainland China RMB10,000,000 - 90.96 Systems integration,

Information Technology
Service Co., Ltd.*
EEMMNEBEEREMREERA A

LlEiPN 3

AR®10,000,0007T

software development
and maintenance
services

BHHER

RE IR
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20. Investments in Subsidiaries (continued) 20. MMEBATZ®’E (&)

Particulars of the principal subsidiaries are as follows: (continued) FTEMBLARFELT : (F)
Percentage
of equity
attributable to

Place of

incorporation/ Nominal value

registration of issued and the Company Principal
Name and operations paid-up capital Direct Indirect activities
QR G
HEMRL, ERTRHR EEAsH
=L BEREEME R ZHE =k SF:3 FTEEHR
Digital China Financial Mainland China HK$100,000,000 - 90.96 Research and

Software Ltd.** B K FE 78 %5100,000,0007TC development,

HMEERERGEERA T

application and
maintenance of
software products
BHEmZ
HEKREE
URREER
RIRERE

Newly established during the year.
*  Registered as wholly-foreign-owned enterprises under the PRC law.

Registered as Sino-foreign joint ventures under the PRC law.
*  The English names of these companies are direct transliterations of their Chinese
registered names.
The Chinese names are the trade names but not the official names of these
companies.

The above table lists the subsidiaries of the Company which, in the opinion
of the directors, principally affected the results for the year or formed a
substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in particulars of
excessive length.

Except for Digital China (HK) Limited, Digital China Limited, Digital China
Technology Limited, Digital China Advanced Systems Limited, Digital China
Networks (HK) Limited and Digital China Macao Commercial Offshore
Limited, the statutory audits for the above subsidiaries were not performed
by Ernst & Young Hong Kong or other member firm of Ernst & Young global
network.

21. Due from/(to) Subsidiaries

The amounts due from/(to) the subsidiaries are unsecured, interest-free and
have no fixed terms of repayment. The carrying amounts of these amounts
due from/(to) the subsidiaries approximate to their fair values.

Y BRDRIRAREEREL
tORBTEEEEREBERARMERE -

- RETBEREMEBLRATIISERE -

v BZELRZRAXERDEZREMBL 2P XA o

" RELRRZPXERDNESEE 0 WIHFAEXEHME o

ESRAREXRFHZALAMBLRAHAEEHE
FEZERAREAREILAEEHEEFEZE
KRBy - EER BRI EHEMHBLRAER - &
EREBRITE °

BREMNEE (F8) ARLRA  wMBBARLD
A HMEBNRERERAT - HMBIEER
ZHRARAR -~ WNBIERE (58) BRAAR
HMNBERMIBMFEERBERQIFIN - LA
BRRAMNEENBHRIFHEERKETAE
BHRBAZKEAMBHAEMSRARRENE
e

21. [l (FEfH) HELARREA

P (FEAS) MDA AREDEIRE - RERE
EEEEN  ZZEE (BN MBLRFEZ
REEEE QP EERES -



al China Holdings Limited

4

Notes to Financial Statements
B & R & MY 5

31 March 2009 —ZZAF=A=+—H

22. Interests in Jointly-controlled Entities

22. RWHEREEHNLEZES

Group
REH
2009 2008
—EEAF —EENE
HK$’000 HK$’000
BETFT BT T
Share of net assets EBLEEFE 7,235 7,894
Provision for impairment BERE (1,034) =
6,201 7,894

The Group’s trade receivable and payable balances due from/(to) the
jointly-controlled entities are disclosed in notes 28 and 30 to the financial
statements.

Particulars of the principal jointly-controlled entities are as follows:

rEBERK (BN ZELAREHEXBKRE
SRR RENE SRR ERRERN LSRR
F£28% 30 °

FTRAREFEEIHBOT :

Percentage of

Particular of ownership
Place of issued interest
incorporation/ share held/ attributable Principal
Name registration registered capital to the Group activities
A, BEERTRSE AEBEMGFIEE
=E Tt B HEMERFRE BEEDL FEXH
Digital China System Access Hong Kong Ordinary share of 50 Investment holding
Holding Limited" BB US$1,000 each REER
NS R S R IR IR A A SIRMEE1,000E T
ZEBR
Beijing Digital China System Mainland China Reqgistered capital 50 Provision of
Access Software Limited*" Bl R BE US$2,000,000 core banking
b 52 360 M E4 R B S5 L HEMER operation systems
BRAR" 2,000,000% 7T REZORTT
Carrick Technology Limited" British Virgin Islands Ordinary share of 45 Investment holding

RBERARES

US$1 each
SREEIET
ZE AR

REZR




22. Interests in Jointly-controlled Entities (continued) 22,
FTEHAERFCEZFHBNOT (&)

Particulars of the principal jointly-controlled entities are as follows:

(continued)

X

Notes to Financial Statements

B 7% ¥ 5% BT 5E

31 March 2009 —ZZhF=A=+—H

Percentage of

REREZRERZER (5)

Particular of ownership
Place of issued interest
incorporation/ share held/ attributable Principal
Name registration registered capital to the Group activities
A, BEERTRSE rEBEMGFEE
=E BRI HEMELRFRE HEEDL FEXH
Digital China BB Limited*" Mainland China Registered capital 45 Sale of software
bR MEFERREBRAT" lETPN US$1,460,000 and maintenance
& services
1,460,000% 7T BHHERRE
Suzhou Digital China JieTong Mainland China Registered capital 45 Sale of software

Technology Co., Ltd*" P ] A e RMB1,000,000 and maintenance

BHMNG N EEREERAR" & services

A R#1,000,0007T BHHERRE

< The English names of these companies are direct transliterations of their - ZEQATRZANEBIAZAZMBRL ZHX
Chinese registered names. £i8 o

" FHBEBRKEMBSEARNRKETMER
FrEMEHARREREX

Not audited by Ernst & Young Hong Kong or other member firm of Ernst &
Young global network.

REBRABEFCEZRELEBA DT 2K
BAREH -

The Group’s shareholdings in the jointly-controlled entities are held through
the subsidiaries of the Company.

EESRD/ELRFMBAEEARZREEHAE
BAFECREREAREY LA EBEREFE
ZEXREM  ESRAMINHEMHARZEFRE
BER - BEREBRITE °

The above table lists the jointly-controlled entities of the Group which, in
the opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give details
of other jointly-controlled entities would, in the opinion of the directors,
result in particulars of excessive length.

All the above jointly-controlled entities have been accounted for using the LR HEE S D E R AR I B3R
equity method in these financial statements. FIIDR ©
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22. Interests in Jointly-controlled Entities (continued)

The following table illustrates the summarised financial information of the

Group'’s jointly-controlled entities:

22. RERAZEFERZIES (5
TRIIGAEBHREZHEE U BERME :

2009 2008
—gBAE  —EENF
HK$’000 HK$’000
BT T BT T
Share of the jointly-controlled RS R
entities’ assets and liabilities: EEREE:
Current assets RBEE 10,838 11,655
Non-current assets ERBEE 1,218 1,160
Current liabilities RBEE (4,821) (4,821)
Net assets EEFHE 7,235 7,894
Share of the jointly-controlled entities’ results: RS aEEE
Total revenues AN 11,411 18,336
Total expenses HWE X (11,189) (19,216)
Tax g (262) -
Loss after tax B RER (40) (880)
23. Interests in Associates 23. REELAFZES
Group
AEE
2009 2008
=TT I I T
HK$’000 HK$’000
BT T JEBETF T
Share of net assets EhREEFE 23,409 35,612

The Group’s trade receivable balance due from the associates is disclosed

in note 28 to the financial statements.

REBEWS BB E QR 2 EWE SR RERE
BRI IR AR IRE2S ©
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23. Interests in Associates (continued) 23. REREBEARIZHEEZ (&)

REZZEENE=ZA=+—0 EWHELLATINE
PHEREEAEE2ANRE ReREMER
FIBEFLBHE2 984,0007T ©

At 31 March 2008, the amounts due from the associates included
in the Group’s prepayments, deposits and other receivables were
HK$2,984,000.

The amounts due from the associates are unsecured, interest-free and FEWEE ATRIENERE 2 EREEEEE
have no fixed terms of repayment. The carrying amounts of these amounts B o RN E N R FIE Z REEEE A FEEM
due from the associates approximate to their fair values. o

Particulars of the principal associates are as follows: FTEBENTZFBTOT ¢

Percentage of

Particular of ownership
Place of issued interest
incorporation/ share held/ attributable Principal
Name registration registered capital to the Group activities
EMRL, BEERTRE rEBEEGFRERE
=L Bioih B EMERFE EZEI FTEEHR
LiaoNing ZhongTian Digital China Mainland China Registered capital 45 Provision of
Technology Co., Ltd.* e lEN RMB10,000,000 enterprise resource
BERRBBEREBRAA" HEMER systems software
AK#¥10,000,0007T and the related
services
RMEGERSEM
REBRE
Digital China Golden Vista Hong Kong Ordinary share of 30 Investment holding
Company Limited" BB HK$1 each REER
BN SRERAF" SREEBE 1T
ZER
Digital China Golden Vista Mainland China Registered capital 30 Provision of
(Beijing) Technology Co., Ltd.* B K B HK$800,000 enterprise resource
MBI ERE (tR) BEERARE" HMER systems software
7E#£800,0007T and the related
services
RMBEERFEMG
REBERS
Beijing Digital China Golden Vista Mainland China Registered capital 30 Investment holding
Technology Co., Ltd.**" B K B RMB10,000,000 RELZER
ERBHERMNEREBRAT HEMER
AEK#¥10,000,0007T
* Newly established during the year. * ZATTIRAEREERNF KL °
- The English names of these companies are direct transliterations of their + FENFCENEBIIEEASMER P

Chinese registered names.

Young global network.

Not audited by Ernst & Young Hong Kong or other member firm of Ernst &

o

FHEBRKEAMEBAARKEAMES
FRE b2 BB E TR
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23. Interests in Associates (continued)

The Group’s shareholdings in the associates are held through the
subsidiaries of the Company.

The above table lists the associates of the Group which, in the opinion
of the directors, principally affected the results for the year or formed a
substantial portion of the net assets of the Group. To give details of other
associates would, in the opinion of the directors, result in particulars of
excessive length.

All the above associates have been accounted for using the equity method
in these financial statements.

The following table illustrates the summarised financial information of the
Group’s associates extracted from their management accounts:

23. WHELAFZES (&)

REBRBEATD 2REDEBADT ZMBELQ
AIEA -

ESRALEXRFHZAEEBRE QR AHAEEHE
FEZEBRREAZEIEAEEHEEFEZE
KRB - EERBMINHEMBELTNER - &
EREBRITEK °

L AR E N EHERES AR LM B RES
mE o

TRIIRAEEBEQR M BERBE (Fix
BHEEEER)

2009 2008
—EEAF —EENE
HK$’000 HK$’000
B F T BT T
Assets EE 85,978 182,140
Liabilities a& (19,136) (71,787)
Revenues PN 138,994 306,141
Profits i Al 29,178 28,387
24. Available-for-sale Investments 24. TWHHEZERR
Group
rEE
2009 2008
—EZhEF —EENE
HK$’000 HK$’000
B F T BEF T
Unlisted equity investments, at cost FLEFTEZRE » BEK 103,921 34,036
Less: Accumulated impairment loss B BstEEEE (2,425) (2,425)
101,496 31,611

The above investments consist of investments in equity securities which
were designated as available-for-sale financial assets.

TR EBEESEESRE  ZEREWEESD
AHEEESREE -
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24. Available-for-sale Investments (continued) 24, FHHEZHE (&)
The Group’s unlisted equity investments are measured at cost less AEBZF LTERBRERRANREZERESE
accumulated impairment losses. Their fair values cannot be measured iR - AR EREBEARASEMTZBEELSE
reliably because the probabilities of various estimates within the range FEEAUNGEAFLERE  NEELTEAEERD
cannot be reasonably assessed and used in estimating fair values. FEE
25. Deferred Tax 25. ERERIF
The movements in deferred tax assets and liabilities during the year are as BEERESEREERAFEREFHNOT :
follows:
Group rEHE
Deferred tax assets EERIEE =
2009
—EEAF
Losses
available for
offsetting
against future Asset
taxable profits provisions Others Total
a] A K 84
RIRERB
wmA 2z 8 BEERE HAth et
HK$’000 HK$°000 HK$’000 HK$’000
BEFT BETFT BETT BEFT
At 1 April 2008 R-ZEENFWOAE—H 8,749 22,840 26,146 57,735
Deferred tax credited/(charged) REEREWFERPEA
to the income statement (BR) ZIEFEFE
during the year 7,108 (5,055) (5,593) (3,540)
Exchange realignment [E R AR 213 458 545 1,216
Gross deferred tax assets A—EEAF=A=+—HZ

at 31 March 2009 ELERIBEEHARE 16,070 18,243 21,098 55,411
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25. Deferred Tax (continued) 25. RERE (&)
Group REH
Deferred tax liabilities EEBEE &
2009
—EThE
Unrealised
losses
from
intragroup Revaluation
transactions of properties Others Total
EEARS
EEfzX
BHER MESME Hit Mt
HK$’000 HK$’000 HK$’000 HK$°000
BEFT BMF T B¥F T BEFT
At 1 April 2008 RZZBEENFNA—H 23,882 2,680 11,693 38,255
Deferred tax charged/(credited) REEREWRZERBR
to the income statement (5t A) ZIEEFIE
during the year (8,098) - 272 (7,826)
Exchange realignment [E &, & 533 57 216 806
Gross deferred tax liabilities NR-ZZBEBEANFE=ZA=+—-B2
at 31 March 2009 EERIEEERE 16,317 2,737 12,181 31,235
Net deferred tax credited AEERAEWSZERFITTAZ
to the income statement during IEERLIEFEE (MaE11)
the year (note 11) (4,286)
Net deferred tax assets recognised R-BEZEANF=A=+—H%E
in the consolidated balance sheet FREEERBRPERZ
at 31 March 2009 EERIBEEETH 24,176
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25. Deferred Tax (continued) 25. BRERE (&)
Group rEE
Deferred tax assets EERIEEE
2008
—EENEF
Losses
available for
offsetting
against future Asset
taxable profits provisions Others Total
] A A 3K 88
A 2 E18 BEERE Hith st
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT T BT T BT T
At 1 April 2007 R-ZEE+FWA—H 21,565 10,055 10,642 42,262
Deferred tax credited/(charged) REEREWRS TP
to the income statement (HBR) ZIEERE
during the year (14,168) 11,382 13,791 11,005
Exchange realignment [E 5 3% 1,352 1,403 1,713 4,468
Gross deferred tax assets R-ZBEBENF=A=+—HZ

at 31 March 2008 EAER IR E ER 8,749 22,840 26,146 57,735
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25. Deferred Tax (continued) 25. GERIERIA (
Group rEE
Deferred tax liabilities BELEBIBEE
2008
—Z2ENEF
Unrealised
losses
from
intragroup Revaluation
transactions of properties Others Total
SEARS
BEEZR
BEREE MR Hith st
HK$’000 HK$'000 HK$’000 HK$’000
BT T BT BMEF T BT T
At 1 April 2007 R-ZZEELFNA—H 9,946 1,436 5,842 17,224
Deferred tax charged to REERNE WG TP IR
the income statement ZIRFERT 1E
during the year 12,684 977 5,203 18,864
Exchange realignment [E 5 3% 1,252 267 648 2,167
Gross deferred tax liabilities RZBENFE=A=+—H2Z
at 31 March 2008 EERIEEERE 23,882 2,680 11,693 38,255
Net deferred tax charged KEEREWZERPIBRZ
to the income statement IEAERLIEFER (M 171)
during the year (note 11) 7,859
Net deferred tax assets recognised R-ZEENFE=ZF=+—H
in the consolidated balance sheet EREEEEBERTERZ
at 31 March 2008 EEREEESE 19,480

The Group has tax losses arising in Mainland China of approximately
HK$197,671,000 (2008: HK$131,289,000) which are due to expire within
five years for offsetting against future taxable profits of the subsidiaries in
which the losses arose. These tax losses and certain deductible temporary
differences of approximately HK$121,766,000 (2008: HK$73,415,000)
have not been recognised as deferred tax assets since they have arisen in
subsidiaries that have been making losses for some time.

AEBREFPEAEZHEEBEBRNBE
197,671,000 (= ZF/)\F : ##131,289,000
7t) 0 HARIBHEELEEEBZHE QR ZKRER
BER > HEREFARER BHALEBIEESE
N & F Al H00R B R M =R A B #5121,766,0007T

—EZ)\F : B¥73,415,0007T) DREELEE

B-REFZMEAR ML REDR

BE-°

iR FE B 1R



Notes to Financial Statements

25. Deferred Tax (continued)

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the foreign
investment enterprises established in Mainland China. The requirement has
become effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied if there is a
tax treaty between China and the jurisdiction of the foreign investors. For
the Group, the applicable rates are 5% and 10%. The Group is therefore
liable to withholding taxes on dividends distributed by those subsidiaries
established in Mainland China in respect of earnings generated from 1
January 2008.

At 31 March 2009, no deferred tax has been recognised for withholding
taxes that would be payable on the unremitted earnings that are subject to
withholding taxes of the Group’s subsidiaries established in Mainland China.
In the opinion of the directors, it is not probable that these subsidiaries will
distribute such earnings in the foreseeable future. The aggregate amount
of temporary differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not been recognised
totalled approximately HK$18,109,000 at 31 March 2009 (2008: Nil).

There are no income tax consequences attaching to the payment of
dividends by the Company to its shareholders.

B 7% ¥ 5% BT 5E
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25. RIERIE (&)

RBPREEEMAEBE  FERAEZIERER
EMMEREEDIRKRE » FiR10% 2B EH UK
BN - ZRER-ZZENF-A-—BEEEXN
TERAR-ZZLF+ A=+ -HZREEZ
BA - B PREENIEREE2HBERRA R
I AR S TERAZAEHERA FRE -
REBZBERARERAS%NR10% - BAKEEARE
BARELRTEAEZHBARBA-—FTTN\F—
B-HERELEZBAMDIKZKREHMNBRETEN
B

REZZEANF=ZA=+—R0  BAKECRTE
REZHE QR RERBARE LB 2 BN ER
ME» WAEIEMELERER EFRE EF
RER  ZEWBLAKTEDIRZER - R=
EENF=ZA=+—H0 BRHVEKXEZHBELQ
AIZREFBECERMEEZRAE (AREIEM
ELERIEEE) A ABH18,109,000T (=ZF=F
JNE D 4E) o

AABERREREZR/ZRE  TEMEFREHER -

26. Inventories 26. &E
Group
EH
2009 2008
—ZEEhEF —EENFE
HK$°000 HK$°000
BT T BT T
Trading stock BS5FE 2,136,461 2,559,364
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27. Due from/(to) Contract Customers 27. Bk (M) SVERZRIA
Group
REM
2009 2008
—EEAF —EENE
HK$’000 HK$’000
BMF T BMF T
Gross amount due from contract customers Bt AEMERFEZ
included in other receivables BREHNER 2RIEHBE 103,671 36,309
Gross amount due to contract customers B AREMEMNREZ
included in other payables ENENEF 2 REHALE (127,755) (13,999)
(24,084) 22,310
Contract costs incurred plus recognised HEEHBREEZE PR
profits less recognised losses to date MEEREARE EREIE 1,010,617 414,077
Less: Progress billings B OEEREE (1,034,701) (891,767)

(24,084) 22,310
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28. Trade and Bills Receivables
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28. BERRZERREFHRRE

Group
rEE
2009 2008
—EEhEF —EENE
HK$’000 HK$’000
BT T BT T
Trade and bills receivables EWE SRR R ERERE 5,948,240 4,108,624
Impairment VERIES (476,747) (335,804)
5,471,493 3,772,820

The Group’s trading terms with its customers are mainly on credit, except for
new customers, where payment in advance is normally required. The credit
period is generally for a period of 30 days to 180 days. The Group seeks
to maintain strict control over its outstanding receivables and has a credit
control department to minimise credit risk. Overdue balances are reviewed
regularly by management. Trade receivables are non-interest-bearing.

An aged analysis of the trade and bills receivables as at the balance sheet
date and net of impairment is as follows:

AEBEITEUCESRNEERFIIEE SR
H—REERFEFEMNRE - EEH—KE30
RE180K o 7 & B ¥ H ok Uk [E] FE U 51 18 B e &
EoER WREFEEEEDM  BEREEER
BRERK SEES TSI BEHMRE  EK
B BRI EME o

RESER  HRBEERZEVREZRRAKRERE
BZREDFEOT

Group

rEH
2009 2008
—EEhE —ETN\F
HK$°000 HK$’000
B F T BT T
Within 30 days 30K~ 2,230,866 1,846,435
31 to 60 days 31XZE60K 1,145,323 467,480
61 to 90 days 61XZE90K 734,548 438,626
91 to 180 days 91 RE180K 819,115 601,101
Over 180 days HBiB180K 541,641 419,178

5,471,493 3,772,820




al China Holdings Limited

4

Notes to Financial Statements
B & R & MY 5

31 March 2009 —ZZAF=A=+—H

28. Trade and Bills Receivables (continued)

The movements in the provision for impairment of trade receivables are as
follows:

28. BHRRZERREBRRE (80
ERE SRR ZBEREZZBFFNT

Group

rER
2009 2008
—EZhEF —EENE
HK$’000 HK$’000
B F T BT T
At 1 April AUB—A 335,804 176,455
Amount written off as uncollectible AR UL E = igE & 58 (29,516) (20,067)
Impairment losses recognised (note 7) R ZRBEEBE (F7) 163,020 152,940
Exchange realignment M 5 AR 7,439 26,476
At 31 March MN=H=1—H 476,747 335,804

Included in the above the provisions for impairment of trade receivables is
a provision for individually impaired trade receivables of HK$207,333,000
(2008: HK$90,715,000). The individually impaired trade receivables related
to customers that were in financial difficulties and only a portion of the
receivables is expected to be recovered. The Group does not hold any
collateral or other credit enhancements over these balances.

The aged analysis of the trade and bills receivables that are not considered
to be impaired is as follows:

LA - B &0 FE WK B 55 iR ORK (B 13 4 5 18 B ORK B Y B
IR & 5 iR 7 8 58 207,333,000 (ZEZN
F . #B%90,715,0007T) c ERIRENEKRE S
RRDBEREE BB L&KM RS  §imBHnE
YRR AT E - REBARRZEEHRBFTEEMER
HRAREHEE MRS EEE -

FEEREZENE SRR ERZEZIRRS
MEFBOT ¢

Group
rEE
2009 2008
—EEAF —EENE
HK$°000 HK$’000
BT T BT T
Neither past due nor impaired K2 HEH AR E 4,764,981 3,102,040
Less than 30 days past due BHADRI0K 277,179 259,795
5,042,160 3,361,835
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28. Trade and Bills Receivables (continued)

Receivables that were neither past due nor impaired relate to a large number
of diversified customers for whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group.
Based on past experience, the directors of the Company are of the opinion
that no provision for impairment is necessary in respect of the balances as
there has not been a significant change in credit quality and the balances
are still considered fully recoverable. The Group does not hold any collateral
or other credit enhancements over these balances.

The carrying amounts of the trade and bills receivables approximate to their
fair values.

Included in the Group’s trade and bills receivables are amounts due
from the associates of the Company’s substantial shareholder and the
jointly-controlled entities of the Group of approximately HK$679,000 (2008:
HK$1,881,000) and HK$412,000 (2008: HK$1,609,000), respectively.

At 31 March 2008, included in the Group’s trade and bills receivables
were amounts due from the related companies of a subsidiary of the
Group, namely DGT, and the associates of the Group of approximately
HK$4,587,000 and HK$123,000, respectively.

The above balances are repayable on similar credit terms to those offered
to the major customers of the Group.

29. Cash and Cash Equivalents
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28. BEHERZERREFHRRE (40

REBERBEZEBVIERDRSEETEFE
B RS R R FRIR 2 R e

FEARNEBELERE 2 RUIRRTDEETEY R
FRB REXFAEASEABREFNESRT
%o REBELR  AAANESRRERZSSE
BRUEFRELRERE ERZEEF2FE
HEVEEANEZMRERDBMATUZEH
e AEBRMZEEREERFRIERH
iR EEHHE o

BREZIRANERZE 2RAELZEQAFEERE
& o

AEEERKVEZRARERZESHABERKRA
ANAFTERRz2HBLE A RARAEE 2 ZB LR E
H 2 RIED BB 679,000t (ZEEN
& 7B #1,881,0007t) KB ¥412,000T (=&
T\ : #B#1,609,0007T) ©

RZEENFE=A=+—H8 REEZEKES
RARENZESEESERERAEE ZHEQ
B @MNBIEBEARG 2 ZEEEARRAEER
ZZEEE N a2 RIE D B #%8 # 4,587,000
KB #123,0007T °

P EBIREEUTFAREEERF 2EUE
BIRREE -

29. BERBEEED

Group Company
AEE AAF

2009 2008 2009 2008
—EThEF —EENF —EZhEF —EENE
HK$’000 HK$'000 HK$’000 HK$'000
BT T B F T B F T BEF T
Cash and bank balances HERIRITEE 1,190,165 814,709 497,854 1,327
Time deposits TEMER 544,263 183,745 - -
Cash and cash equivalents HeERBEESEEY 1,734,428 998,454 497,854 1,327

Atthe balance sheet date, the cash and bank balances of the Group denominated REER  XEEUARY [ARY]) EEZR

in Renminbi (“RMB”) amounted to approximately HK$603,210,000 (2008:
HK$707,411,000). The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

S RIBITHSGESHAHBH603,210,000T (ZEE
N B#707,411,0007T) - ARBTEBEABAR
BAHMEY  RAM - REFEREZHIESE
GAREE NEREEEERE  ~AEEEE
ERERBETHELZECRTEARER RS
HihE ¥ o
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29. Cash and Cash Equivalents (continued)

Cash at banks earns interest at floating rates based on daily bank deposit
rates. Short term time deposits are made for varying periods of between
one day and one year depending on the immediate cash requirements of
the Group, and earn interest at the respective short term time deposit rates.
The bank balances are deposited with creditworthy banks with no recent
history of default.

30. Trade and Bills Payables

An aged analysis of the trade and bills payables as at the balance sheet
date is as follows:

29. BERBEEFEED (&)

ROTFERDEEARTERANZLUZEF R
B - BEHERFANERAI2E-—RE-—FF
£ AKENERRESFIRME @ WIRKEE
WERERFRRERREAL - RITEHFRED
I EEBNLEMEBHEE ZBRT -

30. EfRBIRRREMSRE

LR DECLE VT D FUT P
BEWT :

Group

rEE
2009 2008
—EZhEF —EENE
HK$°000 HK$’000
B F T BT T
Within 30 days 30RA 2,724,953 1,596,040
31 to 60 days 31RE60K 1,060,975 986,495
61 to 90 days 61 REIOKX 453,751 552,703
Over 90 days [ BIS[OPN 458,024 199,281
4,697,703 3,334,519

The trade payables are non-interest-bearing and are normally settled for a
period of 30 days to 180 days.

The carrying amounts of the trade and bills payables approximate to their
fair values.

Included in the Group’s trade and bills payables are amounts due to the
associates of the Company’s substantial shareholder of approximately
HK$921,000 (2008: HK$47,166,000).

At 31 March 2008, included in the Group’s trade and bills payables was
an amount due to a jointly-controlled entity of the Group of approximately
HK$342,000.

The above balances are repayable on similar credit terms to those obtained
from the major suppliers of the Group.

BNESRRBTME I —RMN30XRE180K
HEREE -

BNESZERARENREZIRAEREEQFEER
& o

AEEENESRANENZESHEBERMSAR
DRAIETERR 2B E N T REHNBE921,0007T
(ZZZTN\EFE : B¥47,166,0007T) °

RZZEZENFE=ZF=+—H  AEEEFEZIR
AEENEESHEEENIERz — B E
¥ 2 RIBLEBHE342,0007T ©

PSR IREASEETEH/ERBFG T 28U
FERREE -
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31. Derivative Financial Instruments
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31. T4 &MIR

Assets
EE
2009 2008
—ZThE —EENE
HK$°000 HK$’000
B F T BT T
Group AEH
Forward currency contracts RPEEEY 27,097 -

The Group has entered into various forward currency contracts and
interest rate swaps to manage its exchange rate and interest rate
exposures. Net fair value gains of such derivative financial instruments
amounting to HK$55,532,000 were credited to the income statement
during the year (2008: Nil).

The carrying amounts of the derivative financial instruments above are
the same as their fair values. The above transactions involving derivative
financial instruments are conducted with creditworthy banks with no
recent history of default.

32. Interest-bearing Bank Borrowings

AEBTYZEEPELESHORAEEHEH L
EEHERRANZRER BETHTESBRIANA
FEEFWE A B HS5532,000T (ZEZEN
FE)GTARFEEANRER -

PHAEBETEEMTECIRAERE N FEE
HE  ERPRITESMTIECRGNEGER
Y BT HA 30 S 4 R AC 8k 2 SRATHEAT

32. MERMITHEMR

2009 2008
—EENF —BENE
Effective Effective
interest interest
rate (%) Maturity HK$°000 rate (%) Maturity HK$'000
BBRF=x iR
(BAt) LN BEFT (B2th) FIE A BEFIT
Group rEE
Current TE
Bank loans, unsecured RITER  BEA 0.70-3.03 2009 805,298 5.37-5.66 2008-2009 311,433
Bank loans, secured RITEX > BEA 5.31-7.47 2009-2010 19,235 6.39-8.02 2008-2009 33,237
Current portion of long EHETERZ
term bank loans REEH
- unsecured — EI 5.94 2009 50,916 7.2 2008 55,396
875,449 400,066
Non-current EiiA-) ]
Bank loans, unsecured RITEF  EIKH 5.94  2010-2013

701,516 7.2 2009-2014 952,803

1,576,965 1,352,869
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32. Interest-bearing Bank Borrowings (continued) 32. MRBRRITER (@)
Group
rER
2009 2008
—EZhEF —EEN\F
HK$’000 HK$’000
B F T BT T
Analysed into: DATWT :
Bank loans repayable: FEEERITER
Within one year or on demand — F R IREH 875,449 400,066
In the second year RE_FR 50,916 55,396
In the third to fifth years, inclusive FEFEZEELF (BREEEWE) 650,600 343,452
Beyond five years HE#% - 553,955
1,576,965 1,352,869

Notes:

The Company guaranteed certain of the Group’s bank loans of approximately
HK$1,557,730,000 (2008: HK$1,319,632,000) at the balance sheet date.

Certain of the Group’s bank loans of approximately HK$19,235,000 (2008:
HK$33,237,000) extended by financial institutions to a subsidiary of the
Group, STQ, were secured by a property situated in Mainland China with
a value of approximately HK$19,009,000 (2008: HK$19,278,000) at the
balance sheet date and 14,061,976 issued shares of STQ in favour of Beijing
Zhongguancun Sci-Tech Guaranty Co. Ltd. (the “Pledgee”), an independent
third party, for securing a guarantee issued by such Pledgee on behalf of
STQ at the balance sheet date.

Except for bank borrowings of approximately HK$217,000,000 (2008:
HK$311,433,000) and HK$588,298,000 (2008: Nil) which are denominated
in United States dollars (“US$”) and in Hong Kong dollars respectively, all
bank borrowings are denominated in RMB.

The carrying amounts of the Group’s borrowings approximate to their fair
values which are calculated by discounting the expected future cash flows
at prevailing interest rates.

waz -

REHER ALAFAECRETAEERTER
#) 78 ¥1,557,730,000c (ZZEZENF : B
1,319,632,0007T) fEHIER ©

REER  AEBETRITERD AN BE
19,235,000t (=& &\ F : % %33,237,000
) cHERBERTFASEZ —BHEAR
BHEH YUHEBEELNBE%19,009,000T (=
T )\ F 1 B#19,278,0007T) LA B KB
Z—EYERBEFN14,061,976RE BT
HIERAF-—BABLE = TPERNBEER
BRAF ([FEFA LD UEBEBARKESET
ZEFEHZER -

B A& B 4078 #217,000,000T (ZZEE N F :
7 #311,433,0007T) & X% #588,298,0007T
(ZZEN\EFE  8) 2RITEXDBIUET [X
Tl RUABETHIMEN  FIERITEREGUA
R¥EDIE -

AEBERZIRAERE N FPEERS 2 FE
BENURTANRBRAHRRESREFNE -
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33. Bond Payable

In December 2007, Digital China (China) Limited, a wholly-owned subsidiary
of the Company and three independent third parties entered into an
agreement with the underwriters to issue a bond to institutional and public
investors in the Mainland China with an aggregate principal amount of
RMB305 million. Pursuant to the agreement, the Group issued a RMB200
million (equivalent to approximately HK$226 million) bond (the “Bond”)
for financing the development of IT services business. The Bond carries
interest at a rate of 6.68% per annum, which is payable semi-annually and
will mature in December 2010. For the purpose of the issue of the Bond,
Beijing Zhongguancun Sci-Tech Guaranty Co., Ltd. (“ZGC Guaranty”), an
independent third party, has unconditionally and irrevocably undertaken joint
and several guarantee liabilities in full (the “Guarantee Liabilities”) in favour
of Digital China (China) Limited. Concurrently, the China Development Bank
has authorised its business department to undertake the general guarantee
liability in respect of the Guarantee Liabilities of ZGC Guaranty, and Digital
China Software Limited, a wholly-owned subsidiary of the Company, has
undertaken joint and several liabilities in respect of the Guarantee Liabilities
of ZGC Guaranty.

The carrying amount of the Group’s bond payable approximates to its fair
value.

B 7% ¥ 5% BT 5E
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33. EfR%

RZZBZ2ELFE+-R > AR —HEE2ENBELA
NS (FPE) BRI KR =B 5 =5 B
SRR —EinE  BITREAARMI0CEE
TRZEBEFFHEAEZEERARRES - RIE
i AEECBRTSEAARYE2008E T (8
LN BE6EEB ) 2BEF ([EF)) BEME
BRITREX% - BEFMNERNER6.68% ¥ F
TIHAE > RER=—Z—ZF+_-FZH - b3
TESFHBYE=FLZFENREERERD
ATHENERAFD BEMNEE (RE) BR
AARHEZEEFRGTITRENESTSETREE
R (TZEERSME]) > B HERBERRTE
BERFARRITEEDIBTEANERAANZE
EREGRE-—RERSELT kBAQ27A—HE2
EMBEARSMNBEBRGERAAAPENIER
ARMNZEERETRBEFSERE

FEEEMES 2 IRAEEE QN FEEMES -

149




Notes to Financial Statements
B & R & MY 5

31 March 2009 —ZZAF=A=+—H

34. Share Capital 34. B*E
Shares gy
2009 2008
ZEENF —EENE
HK$’000 HK$’000
B F T BEF T
Authorised: SAE -
2,000,000,000 (2008: 2,000,000,000) ordinary ~ 2,000,000,000% (=ZZEZNF :
shares of HK$0.1 (2008: HK$0.1) each 2,000,000,0008%) SR EEHEH0.17T
(ZZZT)\F : B¥0Ix) 2EEBR 200,000 200,000
Issued and fully paid: EEITREBERA :
962,390,581 (2008: 963,619,581) ordinary 962,390,5818% (ZZZF/\F : 963,619,581%)
shares of HK$0.1 (2008: HK$0.1) each FSREER® 1T (ZEZ/N\F  B¥0.17T)
ZEBR 96,239 96,362
A summary of the movements of the Company’s issued capital and share REBZ-_ZZNFR-ZFEZTENF=ZA=+—HL
premium accounts during the years ended 31 March 2009 and 2008 is as FEER > AR TE’JE’E‘éﬁHﬂF&HxTﬁ/ ELE )
follows: BT
Number of Share
ordinary share Issued premium
in issue capital account Total
ERT BRI
ZEREE ;&N [ 47 % B ik ‘st
Notes HK$’000 HK$'000 HK$’000
g3 BYTT BETT BT
At 1 April 2007 RIEZLFEMA—H 874,039,081 87,404 319,572 406,976
Exercise of share options THEBRE (@) 89,580,500 8,958 300,995 309,953
At 31 March 2008 and 1 April 2008 WR=—ZEENE=A=+-H
KZZEENFWE—H 963,619,581 96,362 620,567 716,929
Repurchase and R K ER A
cancellation of shares (b) (1,229,000) (123) (2,764) (2,887)

At 31 March 2009 R=BENF=ZA=1+—H 962,390,581 96,239 617,803 714,042
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34. Share Capital (continued)
Shares (continued)

Notes:

(@) During the year ended 31 March 2008, the subscription rights attaching
to 89,580,500 share options were exercised at subscription prices
ranging from HK$1.976 to HK$3.604 per share, resulting in the issue of
89,580,500 ordinary shares of HK$0.1 each for a total cash consideration,
before expenses, of approximately HK$257,147,000. At the time when the
share options were exercised, the fair values of these share options in an
aggregate amount of approximately HK$52,806,000 previously recognised
in the employee share-based compensation reserve were transferred to the
share premium account.

(b) During the year ended 31 March 2009, the Company repurchased an
aggregate of 1,229,000 ordinary shares at prices ranging between the highest
and lowest purchase prices of HK$2.72 and HK$2.18 per share respectively
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and the aggregate consideration paid (including transaction costs) was
approximately HK$2,887,000. The shares were cancelled upon repurchase
and accordingly the issued share capital of the Company was reduced by the
nominal value of these shares. The premium of the repurchase was charged
against the share premium account.

Share options

Details of the Company’s share option scheme and the share options issued
under the scheme are included in note 35 to the financial statements.

35. Share Option Scheme

The share option scheme was adopted on 18 July 2002 (the “Share Option
Scheme”) and its principal terms are as follows:

(@) Purpose

The Share Option Scheme seeks to recognise and acknowledge the
contributions or potential contributions made or to be made by the qualified
persons (as defined below) to the Group, to motivate the qualified persons
to optimise their performance and efficiency for the benefit of the Group,
and to maintain or attract business relationship with the qualified persons
whose contributions are or may be beneficial to the growth of the Group.

B 7% ¥ 5% BT 5E
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34. B#F (@)
R (&)

(a) RBE-ZEENF=ZR=1T-—HLEEFER"
89,580,500 Mi B R B ZBREUS R B
1.976 T E3.604T 2R BEETHE Bt
89,580,500 BRE BB AT ZERKR UL
ReRE GRHKREX) H8%257,147,0007T
FUBT - TEEBRESR  ZSBRE (LA
RUBRHZHEE M RERR) 22 FEE
G HBBYES2 806,000 E EIBERMDIBER ©

(b) RBE-_ZZAhF=A=+—BLFER K
NADHEREREESEREEA B 272LE
BH2IBTZEBENREBHERZMERAD
= (THRAT]) BEE H1,229,0008% & i & AR
B X 2BAE (BEIXZHAR) NEBE
2,887,0007 ° ZERMEBEREER F UFE
o ALt ARATRZERTRAEHER X%
ERERHZEE - BEZEEESRRDEE
& HRHIRR ©

B

BEREALRBRETERBEZEMBTHE
PR A 9 R B B b B 7S SR R B RESS o

35. MBx#EEt®

REZBEZEELATNBRMT —BBRES
(TEBRESTE ) EEZMEAWT -

(a HBH®

BREAASERARTHEERAL (ERR
TX) BAREEFRERSSELH ZERMITEEZ
BiEt - BEUBBEERATRAEE SRS
RERRBEREZNE  YHEFRNBRESER
ATHEBREER SERAINEHEERES
BRAEEER
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35. Share Option Scheme (continued)
(b) AQualified persons

Any part-time or full-time employee or officer or director (including executive,
non-executive or independent non-executive directors) of any member of
the Group or of any associated company, or any supplier, agent, customer,
joint venture partner, strategic alliance partner, distributor, professional
adviser of, or consultant or contractor to, any member of the Group, or the
trustee of any trust pre-approved by the board of directors of the Company,
or the beneficiary (or in case of discretionary trust, the discretionary objects)
of any of the above-mentioned persons.

(c) Maximum number of shares

The maximum number of shares available for issue under the Share
Option Scheme was 86,303,308, which represents approximately 8.97%
of share capital of the Company in issue as at the date of these financial
statements.

(d) Maximum entitlement of each qualified person

The maximum number of shares issued and to be issued upon exercise
of the options granted under the Share Option Scheme and any other
share option schemes of the Company to each qualified person (including
both exercised and outstanding options) in any 12-month period shall not
exceed 1% of the shares of the Company then in issue. Any further grant of
share options in excess of this limit is subject to shareholders’ approval in
a general meeting of the Company.

Any grant of options to a director, chief executive or substantial shareholder
of the Company or any of their respective associates must be approved by
the independent non-executive directors of the Company (except when the
independent non-executive director is the grantee of such options).

Any grant of options to a substantial shareholder or an independent
non-executive director of the Company or any of their respective
associates must, in addition to obtaining the approval of the independent
non-executive directors of the Company, be approved by the shareholders
of the Company in a general meeting if such proposed grant of share
options, when aggregated with all options (whether exercised, cancelled
or outstanding) already granted to such substantial shareholder or
independent non-executive director during the 12-month period up to and
including the date of such grant of options, would (i) entitle that relevant
person to receive more than 0.1% of the total issued share capital of the
Company for the time being; and (ii) represent an aggregate value in excess
of HK$5,000,000 based on the closing price of the shares of the Company
on the Stock Exchange at the date of such grant.

35. MERR#Es® (&)
(b) BEHKAL

REBEAREARREMBHE QAR 2 EMEH
FREBEEASRAERES (BEAT - FH
TREILFHTES)  IAKEEAREQTZ
EREES KRB - FF - SEBH - REMLE
BEM 2B EXTAA - ERREEH
FARARESTRELMEZEMETE (HZEA
(HMERE2EET  AREETENHR) BEE
AEMAL) 2FFTA °

(c) BERHBE

ETEREMETAERBRT2RONESEE A
86,303,308k% » MR B KKRER A 2AQAE
BITIRAR#8.97% °

(d) BEEERATAERZESHE

BEAERATHEEMA+-EAPBREBRE
SFEIR AR EMEMBERESETER ZBR
B (BREETERERITE)  ETERTUERT
R TRITZEEROBEAFSEBLRLAER
EERTRH21%  FME-FRHBBL LR
ZBRE HASRRRAQRARRAE E4E
% BAEE -

ERNBEAARRARDES  THABIEZERRAEE
FEEZHMBARNBRE  SABALRAZEHY
FHATES (TEESAZEBEREEARAZE
MIEHATES) #HE o

AARAARZEFERRRBLFHTESIME
EXECHEBARLBRER  MESZRLZE
BENLEEZZAREBEREER L (BFEZ
BEAR) T AP HERERFZETERREE
VHBITESZFEBRE (THEETHE - F
SHE B ARITE) BE : ((FEZEBALTEEWERN
BREBBAATNERESBHTRAEEMN01%; &
(VEARRBRMONZELBREBRI Iz B mE
e HEEHEIBEY5000,000T  BIRT A
BMEAQATBILHBTES 2HEN  FHLER
BRAE LE&HAQTRERAE -
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35. Share Option Scheme (continued)
(e) Timing for exercise of options

The period during which an option may be exercised in accordance with the
terms of the Share Option Scheme shall be the period set out in the relevant
offer letter, provided that such period must expire on the date falling on the
tenth anniversary of the offer date.

() Acceptance of offers

An offer of the grant of an option shall be accepted by the grantee on or
before the last date for acceptance of such offer as set out in the offer
letter, which must not be more than 28 business days from the relevant
offer date. A consideration of HK$1.00 shall be received by the Company
on acceptance of each offer.

(g) Basis for determination of the subscription price

The subscription price shall be the highest of (a) the closing price of the
shares on the offer date; (b) the average of the closing prices of the shares
for the five business days immediately preceding the offer date; or (c) the
nominal value of a share.

(h) Life of the Share Option Scheme

The Share Option Scheme shall remain valid and effective for a period of
ten years commencing from 18 July 2002, the date on which such scheme
was deemed to take effect in accordance with its terms.

The following table shows the movements in the share options under the
Share Option Scheme during the year and the options outstanding at the
beginning and end of the year:

Number of share options

B 7% ¥ 5% BT 5E

31 March 2009 —ZZhF=A=+—H

35. MR#EHD (5
(e) ITHEBREZHIR
REBRE S 2R BRETHTEZHR

RERBREZORMGE MR - EXHMREA
RENABMZETAFERRER -

( BEREY

BRECZNANRBENRUHMARENZEZY 2
RERMDAERARAZR  MERHTEE
BEBEZNHRRE 228EE%EH - FEHENE
BARAQRARIMAKERRE1.007T °

(9) RBEzEETEE

ABEEATIR z2&SE  QRORENHB
ZWHE O)RONRBEZNHPANAEEE
BZFHRHE ; Sc)RDZHEHE °

(h) BRESEZEXE
BRESEAR-ZZT-_FLA+NA (BDZX:E
BREEGREEACENZH) Bt 2T 5HE
REFBRREER -

TREJNEBREFETHERREREAFERNZE
B - IR RFARFRERITEZBRE

BREHE
Outstanding Outstanding
as at Granted as at Subscription
Grantee 1/4/2008  during the year 31/3/2009  price per share Date of grant Exercisable period
RZZENF RZBENEF
mA—A =R=1+-H
ERA AT TEERER i RATE BRAEE RiBH T8
HK$
BET
(note i) (note i)
(Hti) (Hfatii)
Directors Bz
GUO Wei 5=} - 960,000 960,000 5.89 21/05/2008 21/05/2009-20/05/2016
LIN Yang w5 - 1,000,000 1,000,000 5.89 21/05/2008 21/05/2009-20/05/2016
Other employees HitfEE - 7,040,000 7,040,000 5.89 21/05/2008 21/05/2009-20/05/2016
In aggregate aar - 9,000,000 9,000,000
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35. Share Option Scheme (continued)

Notes:

(i) The subscription price of the options is subject to adjustment in the case
of rights or bonus issues, or other similar changes in the Company’s share
capital.

(i) All options granted are subject to a vesting period of four years with
25% becoming exercisable on the first anniversary, 25% on the second
anniversary, 25% on the third anniversary and 25% on the fourth anniversary
of the respective dates of grant.

(i) The closing price of the shares of the Company as stated in the Stock
Exchange’s daily quotation sheet on 20 May 2008 (being the date immediately
before the date of grant of the outstanding options) was HK$5.79.

(iv) No options were exercised, lapsed or cancelled under the Share Option
Scheme during the year.

Share options do not confer rights on the holders to dividends or to vote at
general meetings.

The fair value of the share options granted during the year was approximately
HK$19 million of which the Group recognised a share option expense of
HK$8,451,000 (2008: HK$1,576,000) during the year ended 31 March
2009.

The fair value of equity-settled share options granted was estimated as at
the date of grant, using a binominal model, taking into account of the terms
and conditions upon which the options were granted. The following table
lists the inputs to the model used:

Dividend yield (%)

Expected volatility (%)
Historical volatility (%) 45 per annum
Risk-free interest rate (%) 2.60 per annum
Expected life of options (year) 8
Weighted average share price (HK$) 5.89

3.50 per annum
45 per annum

The expected life of the options is based on the historical data over the past
three years and is not necessarily indicative of the exercise patterns that
may occur. The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not necessarily be the
actual outcome.

No other feature of the options granted was incorporated into the
measurement of fair value.

At the balance sheet date, the Company had 9,000,000 share options
outstanding under the Share Option Scheme. The exercise in full of the
outstanding share options would, under the present capital structure of the
Company, result in the issue of 9,000,000 additional ordinary shares of the
Company and additional share capital of HK$900,000 and share premium
of HK$52,110,000 (before issue expenses).

35. FMEEk#Est® (&)
Mt

(i) B IR RE 1 SR 1B R A 2 ) L IR SR B AL AR S A
AR A ARG R R TR -

(ii) FIERE-BRENZHARABNNFENEB
B Hpos%u REBHEBHES R —BE
Z BBBITHE  25% TR mRMBEZBBEKBIT
F25% R M=ZBFZHMBITHE  k25%
A ARIEEE 2 BBRITE -

(iii) AATBROR-ZTZENEFRA=TAH (NBER
HEARTEEBRERR A —B) EBRFEAE
HERZFES W HERBEES. 79T -

(iv) RAEAFENHEBRERERRES S WT
5~ RAEHAEUHE -

BRELEBTHEAZAREINRRRAE L
RENER -

RAEAFERAMBRHBERENAFLEELN B B9
BET REBEEZEZNF=A=1+—HLEE
A AEERARHENERERRBRERIA
7B #58,451,000t (ZZEZF )\ F : B #¥1,576,000
JT) °

LRSS EBRE A FEEDMER R G
EARA-CEABAEGE  EPCTRBREZ
E'ﬁ_ﬂﬁ%ﬂ&ﬂ%# s TREIKAREZHEE

BEZ (B2L) S43.50
JEHRE (Ao L) FHE45
B\AKE (BAL) FE45
ERMBFIZE (BoL) FE2.60
BRECRTES (F) 8
InfEFIIRE (B¥ ) 5.89

BRECHESFHADREBE=F2BETER
RS RBRATBEHIR ZATEER - BHKIER
BREZAEE T RRBERIE TR R ARRES - LR
R RVEBERERBA o

RIEBEAFEERLETAMKHBREN R

HEB AXPAREBRESTEES
9,000,000/ = RITE B IRFE - RIBEAR QA RE
MWERERE 2HETHEERESEREINEIT
9,000,000 A8 A 7 & B IR & i % 2 12 0 78
900,0007% * LA K H I8 4 8 %52,110,0007T #9 iR
MiaE (RIBRETRES) o



Notes to Financial Statements
B 7% R & MY 5

31 March 2009 —ZZhF=A=+—H

36. Reserves 36. ff#

(@) Group (a) ZFKE

The amounts of the Group’s reserves and the movements therein for the AEERAFERNIFEZREREREEZES
current and prior years are presented in the consolidated statement of HE2INEMERRFOBEZGEREEEH R
changes in equity on page 70 of the financial statements. A e

Reserve funds FHEEZ

Reserve funds are reserves set aside in accordance with the relevant PRC FEESALAEERFEREZHE A TZETE
regulations applicable to the Group’s subsidiaries in Mainland China. These EREABECHE ZESHREBESTHUIKE
reserve funds can be used to offset accumulated losses but are not be 2itEE ) BREUESREZARDIK

distributable in the form of cash dividends.

(b) Company (b) ZA&AF
Employee
Share share-based
premium Contributed compensation Retained
account surplus reserve profits Total
BUBR 43 3% A%
i3} EE2
RER BABH Me e REEF st
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Hizt BEFT BEFT BETT BEFT BEFT
At 1 April 2007 RZEZLFEMA—H 319,572 623,689 56,269 173,494 1,173,024
Exercise of share options THEBRE 34 300,995 - (52,806) - 248,189
Equity-settled share DR AT 2
option arrangements BREZE 35 - - 1,576 - 1,576
Release upon lapsed of REZBBRE
vested share options KMEE - - (5,039) 5,039 -
Profit for the year AEERF - - - 151,925 151,925
Proposed final 2008 dividend BR-ZEZNERHRE 13 - - - (140,210) (140,210)
At 31 March 2008 RZEENE=A=+—H 620,567 623,689 - 190,248 1,434,504
Repurchase and BE R
cancellation of shares TER G 34 (2,764) = = = (2,764)
Equity-settled share RG 2 AF 2
option arrangements BREZE 35 = = 8,451 = 8,451
Profit for the year REERF - - - 162,666 162,666
Proposed final 2009 dividend BR-ZThERGRE 13 - - - (140,030) (140,030)

At 31 March 2009 RZZBENF=ZA=+—H 617,803 623,689 8,451 212,884 1,462,827
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36. Reserves (continued)
(b) Company (continued)

The contributed surplus of the Company represents the excess of the fair
value of the shares of the subsidiaries acquired pursuant to a corporate
reorganisation in preparation for the listing of the Company’s shares on the
Main Board of the Stock Exchange, over the nominal value of the Company’s
shares issued in exchange therefor. Under the Companies Act of Bermuda
(as amended) and the Bye-Laws of the Company, the contributed surplus
can be distributed to the shareholders, provided that the Company will be
able to pay its liabilities as they fall due and subsequent to the distribution,
the aggregate amount of its total liabilities as well as the issued share capital
and premium is less than the realisable value of its assets.

The employee share-based compensation reserve comprises the fair value
of share options granted which are yet to be exercised, as further explained
in the accounting policy for share-based payment transactions in note 2.4 to
the financial statements. The amount will either be transferred to the share
premium account when the related options are exercised, or be transferred
to retained profits should the related options expire or be forfeited.

37. Notes to the
Statement

Consolidated Cash Flow

Major non-cash transaction

The non-cash capital contribution made by the minority shareholders into
a subsidiary of the Group was in the form of an intangible asset valued at
approximately HK$35 million (2008: HK$6 million).

38. Contingent Liabilities

At the balance sheet date, contingent liabilities not provided for in the
financial statements were as follows:

36. filfE (&)
(b) AT (&)

RRARZHABHRERBERSHERQ AR EH
REAERETMETZ-BAREATBIENRE
RAZBHHERXIFEESRAQAER/ IR
TZRNEEZEE REBREQRZE (BB
8) RAAB 2R AME - BARSKRADIKT R
RMHARAMABENEREIY 2GR - MAE
ZED KK NABRZBERUAREBHITRAEAR
BEDBEREEENTTZHE -

URHOXNEECHMERBHER T » HR1THE
MEBREz X FEERK  FRERLHBRS
MFE2 4B RO AR ETRENER - 186
BRETER  ZMRETHEHESEEARGDEE
bR REEEBREINNIANEER  BARE
@A e

37. FEReRERME

FTEHFRERS

DHRRUEEQNBYIEET (ZEBNF
BEEEBR) NEFEEFAFEE —BENER
AIZFREERHE -

38. EHRER

REER  WARARUEERRBEZIREEN
T :

Group Company
REH N
2009 2008 2009 2008
—ETREF —EENE —BENF —EENE
HK$°000 HK$’000 HK$°000 HK$’000
BEFT BEF T BT T BT T
Guarantees given for banking AMBATCFERZ
facilities utilised by subsidiaries RITHEERMEZER = = 1,972,790 1,947,790
Guarantees given to suppliers BB ATRMET
for subsidiaries HEER 2 R - - 1,824,515 815,807
- — 3,797,305 2,763,597
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39. Operating Lease Arrangements
(@) Aslessor

The Group leases its investment properties (note 16 to the financial
statements) under operating lease arrangements, with leases negotiated
for terms ranging from one to three years. The terms of the leases generally
also require the tenant to pay security deposits and provide for periodic
rent adjustments according to the then prevailing market conditions.

At 831 March 2009, the Group had total future minimum lease receivables
under non-cancellable operating leases with its tenant falling due as
follows:

B 7% ¥ 5% BT 5E

31 March 2009 —ZZhF=A=+—H

39. EEHERH
(a) fEAREHBA

AEERBEEEHEZHHBEELRENE (L
BmRME16)  MBEEENHBRAF-—FE=
FRAE - HOBGRBFEERBFZIRES -
WHIERIBERTRERAREE -

R-ZZZEAF=A=1+—0 REFEEEHMA
FHEIZAURE KLY AEEIHMER
WMz ARRFEHEFRAOT :

Group
rEE
2009 2008
—ZEEhE —EENE
HK$’000 HK$’000
BT T JBEF T
Within one year —FR 28,887 24,684
In the second to fifth years, inclusive BE_FZERLF (BREEEWME) 23,108 18,236
51,995 42,920

(b) Aslessee

The Group leases certain of its office properties and warehouses under
operating lease arrangements. Leases for properties are negotiated for
terms ranging from three months to ten years.

At 31 March 2009, the Group and the Company had total future minimum
lease payments under non-cancellable operating leases falling due as
follows:

(b) HERFEEA

AEERBEEHELHEEERTHLIENE
RER - TREMFEENHBARAF=ERAE+5F -

REZZZNF=ZA=1+—-0  REZTFTIUHE
ZEERY  AEBERAQAFEH AN ZREK
REEEMSROT :

Group Company
rEE P NG|
2009 2008 2009 2008
—EZThEF —EENF —BENF —EENE
HK$’000 HK$'000 HK$’000 HK$’000
B F T B F T BT BF T
Within one year —FR 101,534 95,097 4,789 2,809
In the second to fifth years, E_ERERE
inclusive (BEEREWE) 75,685 96,364 7,081 9,569
After five years hF# 7,360 5,961 - =
184,579 197,422 11,870 12,378
40. Commitments 40. Kif

Apart from the operating lease commitments detailed in note 39(b) above,
neither the Group nor the Company had any significant commitments.

BrE MRS iR EHE R I - AEH
RA R B W EAEME KA -
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41. Related Party Transactions

()] Transactions with related parties:

In addition to the transactions and balances detailed elsewhere in these
financial statements, the Group had the following material transactions with

related parties during the year:

41. REALRS
() HBEBEATZRES:

MR B MR B A AT 25 22 E R 5 R 48R
I REERAFERAEATERZBEALR
2

Group
rEE
2009 2008
—EEAF —EENE
Notes HK$’000 HK$'000
Kiat B F T BEF T
Lenovo Group Limited and its AAREERRZBEE QT
subsidiaries, the associates of the BHEEEERAAR
Company’s substantial shareholder: HfB AT :
Sale of goods by the Group AEEHEEZE (i) 77,582 107,227
Purchases of goods by the Group AEEBEZE (if) 1,944,860 1,309,519
Right Lane Limited, a wholly-owned AABEERERZ
subsidiary of the Company’s TEREHRELAT
substantial shareholder: MPERAR :
Rental expenses paid by the Group AEEXfFzHEE (iii) - 270
GE Capital Mauritius Equity NI B A 2 IRR
Investment, a shareholder of DGT, GE Capital Mauritius Equity
and its subsidiaries: Investment & E K& A 7
Provision of IT services by the Group NEBEREITRE (iv) 8,826 10,684
TIS Inc., a shareholder of DGT, WMNEEHE ARG ZRER
and its subsidiaries: TIS Inc. REM B AR :
Provision of IT services by the Group AN EE R HITRE (iv) 20,744 33,337
Digital China Management Systems AEBEZBERAT
(BVI) Limited and its subsidiaries, Digital China Management Systems
associates of the Group: (BVI) Limited R EMf{E A 7] :
Sale of goods and provision of TEEHEZEYR
IT services by the Group B HITIRE (i), (iv) 1,085 3,254
Purchases of goods by the Group and AEEBEZEYR
provision of IT services to the Group A A 55 [ 12 A1 T AR 7% (ii), (iv) - 2,939
Digital China Golden Vista Company AEETELNT
Limited, and its subsidiaries, HEMNBIEESEERATAR
associates of the Group: HB AT :
Provision of IT services to the Group B A& BRI TR (iv) 38,208 =
Nanjing Mercuries DC Financial Systems  ANEB L AT EREMNEHIE
Ltd.*, an associate of the Group: —EEMARRREERLA -
Purchases of goods by the Group AEBBEECE (i) - 1,545
KingNote Digital (Shenzhen) Co., Ltd.", z}x%.zgguzﬁna ,
an associate of the Group: HEEE CRII) EBE/‘T
Sale of goods by the Group ZF%I@%%Z (i) - 1,140
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41. Related Party Transactions (continued)
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41. REALRS (if-'s

()  Transactions with related parties: (continued) () HEHBEEALZX (48)
Group
rEE
2009 2008
—EENEF —EENEF
Notes HK$’000 HK$’000
K&t BT T BT T
PinHu Digital China BoHai Science REE 2 BE N T
& Technology Co., Ltd.*, SF/WWN%M%T%/@M&
an associate of the Group: BEAT :
Sale of goods by the Group REEHEZEY (i) - 1,050
LiaoNing ZhongTian Digital AEB2BENT
China Technology Co., Ltd.*, EERRXBIBRH
an associate of the Group: BEREAT :
Sale of goods by the Group AEBHEEZE (i) - 2,841
Beijing Digital China System REBEZ L RIEH B
Access Software Limited*, 1b S N SRS B SR R ¢
a jointly-controlled entity of the Group: BEREAT :
Purchases of goods by the Group and rEEBEZEYR
provision of IT services to the Group A A& B 1R AL TAR % (ii), (iv) 2,299 13,650
Digital China BB Limited, AEBZ HEEFIEE
a jointly-controlled entity of the Group: RN EBEESRREBRAR :
Sale of goods by the Group REBHEEZEY (i) 3,771 4,316
Purchases of goods by the Group REEBEZEY (ii) - 2,772
Notes: et
(i) The sales were made with reference to the listed prices and conditions 0) ZEHEDREAEEOETEEFRMAZE
offered to the major customers of the Group. BRAREMET ©
(ii) The purchases were made at prices mutually agreed between the Group and (ii) ZEBEDREBEASEEEMEMEEEATE S
the corresponding related parties. EZEREST ©
(iii) The rental expenses were determined at rates mutually agreed between the (iii) MEDREAEEEBEREA TRENFDHE
Group and the corresponding related party with reference to the prevailing REEMBEFHEZHEE -
market reference.
(iv) The prices for the provision of IT services were determined at rates mutually (iv) REITIRE 2 EEDRERAEEEERRBEAL
agreed between the Group and the corresponding related parties. BHIHEMETE °
+ The English names of these companies are direct transliterations of their + ZEATRZANEBIAZATMBERL 2PN

Chinese registered names.

The related party transactions with the associates of the Company’s
substantial shareholder and the shareholders of the Group’s subsidiary also
constitute connected transactions or continuing connected transactions as
defined in Chapter 14A of the Listing Rules.

=L

AAREBRRZBERRARAEEMNE QA
DERRCBEEAL RS TFER EHRANE T A
EERCBERZYEERERS °

m

M BT E W

-E
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41. Related Party Transactions (continued) 41. WREBEAXES (&)

() Outstanding balances with related parties: () EREBAIZAERESHE:

(a) Details of the Group’s trade balances with the associates of the (a) REER > REBEAQFFTERR 2B
Company’s substantial shareholder, jointly-controlled entities, EATE > HEZEFEE BEQARRKE
associates and related companies of a subsidiary as at the RAIZBERAZE R ERZFBHN I
balance sheet date are included in notes 28 and 30 to the financial B 3R R MITE28 &% 30 °
statements.

(b)  As at the balance sheet date, the amounts due from the associates (b) REER BRAAGREERR2BEE D
of the Company’s substantial shareholder included in the Group’s RAZAREAEEENRE ReREME
prepayments, deposits and other receivables totalled approximately W FRIE - HE 4B #47,336,0000T (=&
HK$47,336,000 (2008: HK$46,215,000). ZT)\F . B¥46,215,0007T) °

(c) Details of the Group’s amounts due from the associates as at (c) REER  RNEBREWEE QA RMRIEZHF
the balance sheet date are included in note 23 to the financial EEFA L B HE 3R R M EE23 ©
statements.

() Compensation of key management personnel of the () FEEEREEAEZRH -

Group:
2009 2008
ZEBEAF —BRENEF
HK$’000 HK$'000
BT BT T

Short term employee benefits EHEERA 21,455 24,337

Post-employment benefits EEEER 109 149

Equity-settled share option expenses RO zEBRER 2,780 529

Total compensation paid to key management personnel TRHHEBEREEAS 2R AT 24,344 25,015

Further details of directors’ emoluments are included in note 9 to the
financial statements.

FHESHE 2 E—SHBHNUTBERR

B EEQ ©
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42. Financial Instruments by Category 42, RENBSZEMIA

The carrying amounts of each of the categories of financial instruments as REER R T AER ZREENT ¢
at the balance sheet date are as follows:

Group rEE

2009 —BEAE

Financial assets SREE
Financial

assets at fair
value through

profit or loss Available-
- held for Loans and for-sale
trading receivables financial assets Total
UALEE
FTEERE
FFABREMN
CREE
- B EXRK AHEHEZ
=4 W FE SRMEE gt
HK$’000 HK$’000 HK$’000 HK$’000
BEFT BEFT BEFT BETFT
Available-for-sale investments AHEEZRE - - 101,496 101,496
Trade and bills receivables EWE SRR EREE - 5,471,493 - 5,471,493
Financial assets included in BERBENTE  BER
prepayments, deposits and Hith W FRIE
other receivables ZEMEE - 282,663 - 282,663
Derivative financial instruments fTESMIE 27,097 - - 27,097
Cash and cash equivalents BeRBEEEEY - 1,734,428 - 1,734,428
27,097 7,488,584 101,496 7,617,177
Financial liabilities cREE
Financial
liabilities at
amortised cost
R R AR
TE 2
SHEeE
HK$°000
BT T
Trade and bills payables ENESRERRENSEE 4,697,703
Financial liabilities included in other BEREMESRERBREAS
payables and accruals ZEMEE 840,486
Interest-bearing bank borrowings M ERITER 1,576,965
Bond payable EfHES 226,296

7,341,450
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Digital China Holdings Limited

42. Financial Instruments by Category (continued) 42, RENBSZEMIA (&)
The carrying amounts of each of the categories of financial instruments as REER ST AEBERZREENT @ (&)

at the balance sheet date are as follows: (continued)

Group rEE
2008 —EENFE
Financial assets tREE
Available-
Loans and for-sale
receivables financial assets Total
BERK AftHEZ
PR E SREE w5t
HK$'000 HK$’000 HK$’000
BT T BEFTT BT T
Available-for-sale investments AEHEZRE - 31,611 31,611
Trade and bills receivables ERESRFAREKREE 3,772,820 - 3,772,820
Financial assets included in BEREANRE B2k
prepayments, deposits and H A JE R B
other receivables ZEMEE 212,643 = 212,643
Cash and cash equivalents HERESZEY 998,454 - 998,454
4,983,917 31,611 5,015,528
Financial liabilities cTHEeE
Financial
liabilities at
amortised cost
1R 85 B AR
sTE
EHaE
HK$’000
BT T
Trade and bills payables BRESERRESRE 3,334,519
Financial liabilities included in other BEREMEARERERE AT
payables and accruals ZEREE 692,539
Interest-bearing bank borrowings M ESRITER 1,352,869

Bond payable EES 221,582

5,601,509
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42. Financial Instruments by Category (continued) 42, RENBSZEMIA (&)

The carrying amounts of each of the categories of financial instruments as REER ST AERZIREAENT : (&)
at the balance sheet date are as follows: (continued)

Company RAF
Financial assets SREE
2009 2008
—EBhEF —ETNE
Loans and Loans and
receivables receivables
=793 BXK
W FRE FEW R E
HK$°000 HK$’000
B F T BEF T
Financial assets included in prepayments, BEREMNRE - BZE&R
deposits and other receivables HttEWRBEFR 2 emEE 10,664 2,498
Due from subsidiaries FEUWRHI B A B FRIE 2,675,220 1,347,257
Cash and cash equivalents ReRREEEY 497,854 1,327
3,183,738 1,351,082
Financial liabilities EHmas
2009 2008
—ZEEhE —EENE
Financial Financial
liabilities at liabilities at
amortised cost amortised cost
2 8 R AN 78 F =12 %N
TEZ FrElZ
SRAE sHas
HK$’000 HK$’000
BT T BT T
Financial liabilities included in other BEREMEMRREBERBIREAF
payables and accruals ZEREE 6,742 30,200
Due to subsidiaries FE A BT B A BRI 2,235,504 400,602

2,242,246 430,802
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43. Financial
Policies

Risk Management Objectives and

The Group’s principal financial instruments, other than derivatives,
comprise interest-bearing bank borrowings, bond payable and cash and
cash equivalents. The main purpose of these financial instruments is to
raise finance for the Group’s capital expenditure and operations. The
Group has various other financial assets and liabilities such as trade and
bills receivables and trade and bills payables, which arise directly from its
operations.

The Group also enters into derivative transactions, including principally
interest rate swaps and forward currency contracts. The purpose is
to manage the interest rate and currency risks arising from the Group’s
operations and its sources of finance.

The main risks arising from the Group’s financial instruments are interest
rate risk, market risk, foreign currency risk, credit risk and liquidity risk. The
board of directors reviews and agrees policies for managing each of these
risks and they are summarised below. The Group’s accounting policies in
relation to derivatives are set out in note 2.4 to the financial statements.

Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates
primarily to the Group’s borrowings with floating interest rates.

At 31 March 2009, approximately HK$588,298,000 (2008: HK$311,433,000)
of the Group’s interest-bearing borrowings bore interest at floating rates.
The Group believes that the exposure to the risk of changes in market
interest rates is minimal.

The following table demonstrates the sensitivity to a reasonably possible
change in interest rates, with all other variables held constant, of the
Group’s profit before tax (through the impact on floating rate borrowings).

43. HMERKRERHERIEK

BRIOTERN  AEEZETESRH T AGRERER
TER EBAEZRRERRSLEY 252
MITANTEABRRATEECEARXREE
EREs -AEEERRBAMEREERE
B flINEBEBRPTEEELE CBRBEZIRAR
BREEARENEZRAREASRE

AEEFTUAETARS  HREBRENE
BHSORENENALH TYANBBEHAE
BB R EENRRRAERR -

FEBEERTIAREE 2T ERARARRER -
miEEAR - SMEER  FERBRRBERR -
EXERTRPBEEREAREE  BAK
BRGRIT - AEBEHABITETENSHBE
BN BTSRRI E2.4 o

R ER

REBFHEBE2TSANEEDAMRTIZELEER
BEBFEFE2ERERA o

RZEZAF=A=+—H x&EEzZHEE
A # 7B #588,208,000c (ZEENF: B
311,433,0007t) 32 BRI RGHE - REEHEE
TH B 2 ™ 15 Fl R 42 B 7| b [ B8 44 o

TRETAEURSD (MAMEBRETE) Y
REBRBADERN (BRFHFNRER 2LE) B
HRE -

Increase/
Increase/ (decrease)
(decrease) in in profit
basis points before tax
2 R Bt A= 7
= 4 #hn,
(B&1K) OR2)
HK$’000
BT T
2009 —EEREF
HK$ borrowings BEEE R 100 (222)
HK$ borrowings BEER (100) 222
2008 —EENEF
US$ borrowings ETER 100 (847)
US$ borrowings ETEX (100) 847
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43. Financial Risk Management Objectives and
Policies (continued)

Market risk

The Group trades in financial instruments including derivatives.

Market risk represented the risk that the fair values or future cash flows
of financial instruments will fluctuate due to changes in market variables,
such as interest rates and foreign exchange rates. The Group is exposed to
market risk through its derivative financial instruments.

Foreign currency risk

The Group has transactional currency exposures. Such exposures mainly
arise from purchases by operating units in currencies other than the units’
functional currencies. Approximately 22% (2008: 21%) of the Group’s
purchases are denominated in currencies other than the functional currencies
of the operating units making the purchase. In order to minimise the impact
of foreign exchange exposure, the Group has entered into forward currency
contracts with creditworthy banks to manage its exchange rate exposure.

The following table demonstrates the sensitivity at the balance sheet date
to a reasonably possible change in the RMB exchange rate, with all other
variables held constant, of the Group’s profit before tax (due to changes in
the fair value of monetary assets and liabilities).

B 7% ¥ 5% BT 5E

31 March 2009 —ZZhF=A=+—H
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Increase/
Increase/ (decrease)
(decrease) in in profit
RMB rate before tax
ARMER Rt A= T
EH #m,
(PEIR) Om2)
% HK$’000
H BT T
2009 —EEhEF
If RMB weakens against US$ EARBHEEETER (1) (31,861)
If RMB strengthens against US$ BEARBHEHEZTRE 1 31,861
2008 ZETNF
If RMB weakens against US$ EAREHEEHETER (1) (32,502)
If RMB strengthens against US$ BEARBHEEETRE 1 32,502
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43. Financial Risk Management Objectives and
Policies (continued)

Credit risk

The Group trades only with recognised and creditworthy third parties. It is
the Group’s policy that all customers who wish to trade on credit terms are
subject to credit verification procedures.

The creditrisk of the Group’s other financial assets, which comprise cash and
cash equivalents, available-for-sale financial assets, other receivables and
certain derivative instruments, arises from default of the counterparty, with
a maximum exposure equal to the carrying amounts of these instruments.
The Company is also exposed to credit risk through the granting of financial
guarantees, further details of which are disclosed in note 38 to the financial
statements.

Since the Group trades only with recognised and creditworthy third parties,
there is no requirement for collateral. Over 90% of the Group’s customers
and operations are located in Mainland China. Concentrations of credit risk
are managed by industry sector and customer.

Further quantitative data in respect of the Group’s exposure to credit risk
arising from trade and bills receivables are disclosed in note 28 to the
financial statements.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity
planning tool. This tool considers the maturity of both its financial instruments
and financial assets (e.g., trade and bills receivables) and projected cash
flows from operations.

The Group’s objective is to maintain a balance between continuity of
funding and flexibility through the use of interest-bearing bank borrowings
and other available sources of finances. In addition, banking facilities have
been put in place for contingency purposes.

43. MERBRETEARREE (4

FERR

REBEEEERTRGEBREZE=FETR
5 ARBEZHERAHMEREERERZ 2%
FETREREERN -

rEBHEMEMEE (BRRERASEEY
AEHESHEE - HOBUIRAIRE TITET
B 2EERRNERIZEFENRE - mA
AEzESRARBESHERENZETAZIREE -
AR TERBEVBERMEHEERR - 715
B L B T HR R B RESS o

HRAAEEEEERIREEBEE 2B =FET
X5 WEFTRMAER AEEEBEBO%ZEF
REBHURPEKE - SEEPEABRBITHERS
NREFEHR -

HttARASEEEHABRREZRARERRE
EENEERB B ERN B RRME
28 °

B R B

FEEXAEREEMRADESH A TAEEZE
THEROEAR ZTAZEESREMTIARS
BMEE (NMEVEZRARERREE) 2ZHAN
RREEEXB RAPEERTRE -

FEBZERREBERAMRRITERUR b
THEcESRE  #RFESEEMRBEML 2
T bk AEEMERSRITEEUMES 2
ﬁ o



43. Financial Risk Management Objectives and

Policies (continued)

Liquidity risk (continued)

The maturity profile of the Group’s financial liabilities as at the balance sheet

Notes to Financial Statements
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date, based on the contractual undiscounted payments, was as follows:

43.

31 March 2009

B MR (8

UTEIAEEREER2EREERHA (R
BERTAHERBRFETE) ¢

MERREREBRREER (4)

Group 2009
~EE —EEhF
Less than 3 to
3 months or less than 1to5 Over
on demand 12 months years 5 years Total
=Z@BAUT =F+= - k]
= AN BAR HiE "E Bt
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
B TFT BT T BT T BT T BT T
Interest-bearing bank borrowings K E4R{TE R 878,517 40,801 814,435 - 1,733,753
Bond payable &S 3,779 11,337 237,633 = 252,749
Trade and bills payables ENESRARESEE 4,637,228 60,475 - - 4,697,703
Other payables and accruals HthEMFERTEARER 513,751 326,735 - - 840,486
6,033,275 439,348 1,052,068 - 7,524,691
Group 2008
REH —EENF
Less than 3 to
3 months or less than 1to b Over
on demand 12 months years 5 years Total
=@EBUT =ZE = —Z k]
=% BNHA AR BE F st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT T BEF T BEF T BT T BT
Interest-bearing bank borrowings  Hf E4R1T & 32,884 450,906 632,021 579,614 1,695,425
Bond payable ENES 3,700 11,101 251,967 - 266,768
Trade and bills payables EBRNEZERRENEE 3,331,096 3,423 - - 3,334,519
Other payables and accruals HiE[NFIERTEIRE B 465,093 227,446 - - 692,539
3,832,773 692,876 883,988 579,614 5,989,251

M B T E M Woe

-E
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Digital China Holdings Limited

43. Financial Risk Management Objectives and 43. MERREEERERBE (&)
Policies (continued)

Liquidity risk (continued) MENEEBS ()
The maturity profile of the Group’s financial liabilities as at the balance sheet UTEINAEEREER2emEBEREHA (R
date, based on the contractual undiscounted payments, was as follows: BO T HMERBEERIEFE) ¢ (&)

(continued)

Company 2009
ESAL] —BBhE
Less than 3 to
3 months or less than 1to5 Over
on demand 12 months years 5 years Total
ZBANT =F+= - B
=% AN BAR HiE "E e

HK$’000 HK$’000 HK$’000 HK$°000 HK$°000
BETFT BETFT BETFT BETFT BETFT

Due to subsidiaries FEAST B A BT IE 2,235,504 - - - 2,235,504
Other payables other accruals HiENRIERARER 6,734 8 = = 6,742
2,242,238 8 - - 2,242,246
Company 2008
AN —ETN\HF
Less than 3 to
3 months or less than 1to b Over
on demand 12 months years 5 years Total
= EEPON =ZFf= —Z i
o BN &A BAR hEF hE At

HK$’000 HK$’000 HK$'000 HK$’000 HK$’000
BETIT BETT BT BEFT BETT

Due to subsidiaries FEATFE B A Rl FIE 400,602 - - - 400,602

Other payables other accruals HihEARIERERER 30,171 21 8 - 30,200
430,773 21 8 = 430,802

Capital management EXERE

The primary objectives of the Group’s capital management are to safeguard rEBEAEBEC2FTEZEANRATRRLAAASR

the Group’s ability to continue as a going concern and to maintain healthy Rz ERFRNERE2ERNERUIFEER

capital ratios in order to support its business and maximise shareholders’ REERSRREE -

value.
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43. Financial Risk Management Objectives and
Policies (continued)

Capital management (continued)

The Group manages its capital structure and makes adjustments to it, in
light of changes in economic conditions. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes were made in
the objectives, policies or processes for managing capital during the years
ended 31 March 2009 and 31 March 2008.

The Group monitors capital using a gearing ratio, which is net debt divided
by the total capital plus net debt. The Group’s policy is to maintain the
gearing ratio as low as possible. Net debt includes interest-bearing bank
borrowings, bond payable, trade and bills payables, other payables
and accruals, less cash and cash equivalents. Capital represents equity
attributable to equity holders of the parent. The gearing ratios as at balance
sheet dates were as follows:

B 7% ¥ 5% BT 5E
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EXREE (#)

AEBEREREBURRECERR 2 E2E
HAEAZ  AEETUEBRAEBHRRIKE 2R
B MRRBEEARANBTHIRURESHIARE
RER - AEBYELBETHIMERER -
REE-_ZEZNF=ZA=+-HR-BENF=
A=+—HLFEAR  FRAFAZEFEERBR
BRRIEF I EEE o

rEBMERAEEEBLRERER  EEAENR
EHABFERUACHARERAEEEFHEZN
HE o AEENBREERETVHEEEARGR
REFBERAT BEFHEEEMERITER
EBHES  BNESRAREMNEE  HMES
HEREREANRESRBESEEY - EXRAR
BATRRRELERZ REFAZEEEERN
T

Group

AEE
2009 2008
—EENE —EENE
HK$’000 HK$’000
B F T BT T
Interest-bearing bank borrowings M ESRITERK 1,576,965 1,352,869
Bond payable EBES 226,296 221,582
Trade and bills payables EBNESRARENSE 4,697,703 3,334,519
Other payables and accruals HihENFIERTARE A 1,681,331 1,695,420
Less: cash and cash equivalents B BReERREEEY (1,734,428) (998,454)
Net debt BEFEHE 6,447,867 5,605,936
Equity attributable to equity holders R A RRELER 3,139,936 2,625,919
Total capital FEE=PIN 3,139,936 2,625,919
Total capital and net debt WMEXRMEEFHE 9,587,803 8,231,855
Gearing ratio EEEBR 67% 68%

44. Event after the Balance Sheet Date

In April 2009,  %7%k N T % B & £] %1% & H R 2 5(China Singapore Suzhou
Industrial Park Ventures Co. Ltd.) and Infinity I-China Investments (Israel),
L.P., the minority shareholders of DCITS, further injected capital of RMB236
million or its equivalent amount in US dollar into DCITS. Upon the completion
of the further capital injection, the Company’s indirect equity interest in
DCITS decreased from 90.96% to 80.49%.

45. Approval of the Financial Statements

The financial statements were approved and authorised for issue by the
board of directors on 17 June 2009.

44. HHEB#EZER

REZZBEZNFNA  #MNEENDERER — P
M IEEERZEKRERRADQ T KRInfinity [-China
Investments (Israel), L.P. (EEKRE) B ¥ @M
SEBREE  SEAARK26EHEETRET
ZESFE RBIUEER  ARFBERE2®
M= ERFEM0.96% M ES0.49% °
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Five-Year Financial Summary
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A summary of the results and of the assets, liabilities and minority interests
of the Group for the last five financial years, as extracted from the published

AEBEBETAEMRFERZAC AMEELY
BERZXE EE BERIHBRREZHME

audited financial information, is set out below. W e
Results Ri|
Year ended 31 March
BE=A=+—HLEE
2009 2008 2007 2006 2005
—EEhRE CZZENF CZETLF CZTTRF —ZTTHHF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
BT T BEF T BT BEF T BEF T
REVENUE WA 42,326,342 35,243,773 25,418,398 19,864,897 15,456,902
PROFIT BEFORE TAX RRF A& F 736,222 453,032 241,944 269,581 175,904
Tax 18 (126,936) (52,152) (40,631) (20,970) 6,062
PROFIT FOR THE YEAR REEER 609,286 400,880 201,313 248,611 181,966
Attributable to: BB
Equity holders of the parent ISTNGI) 641,145 401,125 208,429 251,917 186,236
Minority interests DPERRER (31,859) (245) (7,116) (3,306) (4,270)
609,286 400,880 201,313 248,611 181,966
Assets, Liabilities and Minority Interests TE  BEHIBERRES
As at 31 March
R=A=+—H
2009 2008 2007 2006 2005
“E2EEhE ZZENFE CZEZTLHFE C—ZZTEXRE —ZZTHF
HK$°000 HK$'000 HK$’000 HK$’000 HK$’'000
BT T BT T BT T BT T BT T
TOTAL ASSETS BEE 11,546,225 9,314,491 6,885,060 5,827,364 4,887,373
TOTAL LIABILITIES Bme s (8,315,305) (6,670,795) (4,911,814) (4,021,496) (3,298,869)
MINORITY INTERESTS DEIRRES (90,984) (17,777) (11,893) (19,009) (9,972)
3,139,936 2,625,919 1,961,353 1,786,859 1,578,532
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