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COMPANY PROFILE

NG S

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. Through the integration of varied technical solutions
with a full range of IT products using globally amassed IT resources, Digital
China seeks to fulfill the diversified needs for IT services of industry,
corporate and individual users. Digital China provides end-to-end integrated
IT services to customers on the back of a complete IT service value chain
that covers IT planning and consultation, design and implementation of
software solutions, outsourcing of IT system operation and maintenance,
systems integration, IT distribution and maintenance.

After a decade of consistent efforts, Digital China has accumulated strong
capabilities in industry application services that give it a leading edge in the
provision of IT services for sectors such as finance, telecommunications and
the government. Owing to our outstanding performance in IT services, we
have been appointed by the government to assist in the formulation of
national IT service standards. Meanwhile, leveraging on its strategic
partnerships with more than 130 top IT vendors as well as a network
comprising more than 10,000 resellers and agents across the country, Digital
China has maintained a prime position in IT product distribution over the
years. Digital China’s outstanding performance has been highly recognized by
the industry, as testified by its inclusion in “Forbes Asia’s Fab 50" for two
consecutive years in 2009 and 2010 and Fortune China 500, with a 77th
ranking, in 2010.

In pursuit of its mission of “digitizing China” with a persistent drive in its
strategic transformation to a “customer-focused and service-oriented”
business model, Digital China will focus on the creation of a “Sme@rt City”
industry chain with regional characteristics by collaborating the processes of
urbanization and informatization. With proven experience in the provision of
IT services in China, the Company is set to become a guiding force in the
dawning of the “Sme@rt City” era.
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FINANCIAL HIGHLIGHTS

FY2010/11 FY2009/10
—2-%/ —ZTH/
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FY2008/09 FY2007/08 FY2006/07
—TTEN/ Tt/ ZTETX

SAME EVAN RS TLHEF

HK$m HK$m HK$m

BEEET BEEET BEEET

For the Year REER
Revenue KA 56,804 50,178 42,326 35,244 25,418
Profit from Operating Activities 4 ) 1,462 1,164 884 651 415
Net Profit from Ordinary Activities BREEEETEED

Attributable to Shareholders 2@ A F 1,005 824 641 401 208
Earnings per Share (HK cents) FREF B 96.13 83.12 66.58 4372 23.92
Dividends per Share (HK cents) A% B B (B AL 32.25 28.26 14.55 14.55 8.28
At Year-end REER
Total Assets WEE 19,946 15,670 11,546 9,314 6,885
Shareholders’ Funds BEES 6,033 4,201 3,140 2,626 1,961
Financial Ratio B ¥ bt &
Return on Equity (%) BRESEHRE (AL 16.66 19.62 20.42 15.28 10.63
Interest Cover (times) FEREE (B 6.38 9.31 5.55 3.13 2.83
Current Ratio (times) TENE &R () 1.44 1.43 1.45 1.56 1.44
Total Interest Bearing Debts to M BB KR

Shareholders’ Funds Ratio (times) & E(RE) 0.33 0.41 0.57 0.60 0.63

Revenue Profit from Operating Activities Net Profit from Ordinary Activities

WA meE R R Attributable to Shareholders
REEBEBEER 2GR FE

HK$m HK$m HK$m
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APRIL

Selected as a “Hundred-Billion-Worth Enterprise” for key support in the
Zhangguancun National Proprietary Innovation Exemplary Zone

In response to the instructions of the PRC State Council to step up with the
construction of Zhangguancun National Proprietary Innovation Exemplary
Zone, Zhongguancun launched the “10-100-1,000 Project” and selected
200 key enterprises, typically industry leaders with sizeable business scale
and a strong edge in innovation, as recipients of policy and resource support,
with a standalone policy for each individual enterprise. The purpose of the
policy would be to foster enterprises with global impact (hundred-billion
worth); enterprises that serve as industry drivers (ten-billion worth) and
enterprises that command high growth (billion-worth). In recognition of its
rapid growth, sound business results, strong technological innovation and
outstanding corporate governance, Digital China was selected as one of the
first “Hundred Billion Worth Enterprises for Key Support” under the “10-
100-1,000 Project” of the National Proprietary Innovation Exemplary Zone
of Zhongguancun.

MAY

Further change to the Company’s shareholding structure in anticipation of
new development opportunities

KIL, a company controlled by the Company’s management, acquired a 9.80%
equity interest in Digital China held by Right Lane Limited (a wholly-owned
subsidiary of Legend Holdings Limited). The ongoing acquisition of Digital
China’s shares by the management was conducive to the rationalization of its
shareholding structure and consistent implementation of its strategic
development, which would further enhance the Company’s growth potential
and value. Following the transaction, Legend retained 5.52% shares in
Digital China. The restructuring of shareholding, following a similar exercise
in 2007, represented another important strategic opportunity for
development.

Among the leading trio of top 100 PRC software companies in revenue

On 28 May 2010, the Ministry of Industry and Information Technology and
the National Bureau of Statistics announced the 9th “List of Top 100 PRC
Software Companies in Revenue” of 2010. Digital China was among the top
three revenue-making software players with an annual revenue of RMB13
billion. We ranked first in application software excluding embedded software
and also headed the list of top 100 companies in e-government for the 9th
year in a row.
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SIGNIFICANT EVENTS
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AUGUST
Ranked 77th in 2010 Fortune China 500 to top all IT companies on list

In August 2010, Digital China was named in the first “Fortune China 500"
announced by Fortune China, ranking 77th among all companies and 1st
among IT companies. Such rankings underpinned the Company’s outstanding
profitability and potential for development in China’s vibrant market.

SEPTEMBER
Among “Forbes Asia’s Fab 50" for the second consecutive year

Digital China was named in “Forbes Asia’s Fab 50" of large-cap listed
companies for two consecutive years in 2009 and 2010, confirming its
leading position in Asia Pacific in terms of profitability and sustainable
growth.

NOVEMBER

Digitized City and Sme@rt City strategies announced at the Global Partner
Summit 2010

At the Global Partner Summit 2010 attended by delegates of 130 top
suppliers all over the world including IBM, CISCO, Microsoft, Oracle and
EMC, as well as close to 1,000 domestic channel distributors, the Company
officially unveiled the strategies of Digitized City and Sm@rt City. These
strategies marked the beginning of a transformation process for the entire
industry chain, orchestrated on the back of Digital China’s strengths built up
over the past decade, in line with the macro-economic trend integrating
industrialization, urbanization and informatization as suggested in the 12th
Five-Year Plan of the nation.

Digital China TDR traded strongly to trigger ceiling price limit on debut

The Taiwan Depositary Receipts (TDR) of Digital China were listed on Taiwan
Stock Exchange on 24 November 2010 at an issue price of NT$30.2
(approximately HK$7.736) per unit. Being the largest scale TDR in 2010, the
TDR issue represented a new milestone in the Company’s business venture
in Greater China. Digital China claimed the strongest debut performance
among TDRs issued during the period as it triggered the 7% ceiling limit for
price movement on the first day of trading.

Acquired shares in DigiWin to access China’s ERP market

On 18 October 2010, Digital China acquired approximately 30% equity
interests in DigiWin, the largest ERP manufacturer in China. The stake
acquisition, which is set to further enhance Digital China’s strategic
advantage in the IT service sector, indicates the determination of the
Company to establish its presence in China’s ERP market. The joining force
of the two companies was well supported by the government, with the
Ministry of Industry and Information Technology and the State-owned Assets
Supervision and Administration Commission offered strong assistance.
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Taking part in the formulation of national IT service standards

At the PRC Computer Information Systems Integration 10th Anniversary
Conference and 2009 PRC Information Service Summit hosted by the
Software Service Industry Division of the Ministry of Industry and Information
Technology and the Office of Computer Information System Certification in
Beijing in mid-October, the “White Paper on IT Services Standards (First
Edition)” was officially launched. By merit of its leading industry position and
proven experience, Digital China’s system integration service SBU was
designated Deputy Chief of the Working Group and the Head of the
Supporting Team by the “Working Group on Standardization of China’s IT
services” to assist in the formulation of national IT service standards.

DECEMBER
Named “China’s Most Influential Brand in IT Services”

At the “Forum on New Marketing Models for Chinese Corporate Brands and
Prize-giving Ceremony of China Prime Award (% & #&) for Signature Brand
Companies in PRC Industries” jointly organized by Economy, China Business
Times, China Association of Economic Newspapers and Journals and the
China Alliance for Innovative Economic Development in Beijing, Digital China
was honored with the title of “China Prime Award — China’s Most Influential
Brand in IT Services” in recognition of its integrated strengths and
outstanding innovative ability.

JANUARY

Major strides in “Sm@rt City” with strategic framework agreements in 5
cities

In January 2011, Digital China entered into strategic framework agreements
with the People’s Governments of Nanjing and Wuhan, respectively, following
strategic framework agreements previously signed with Shenzhen,
Zhengzhou, Nanjing and Chancheng District of Foshan City. These
agreements eloquently testified the leading edge of Digital China in the
Sme@rt City notion in terms of customer understanding, planning and
technology, and signaled broad future prospects for Digital China in China’s
urbanization process.

Major breakthrough for our Software Business in the 2010 financial year

With effective from 1 January 2011, Digital China officially took over
Shenzhen’s “core tax collection and administration system”. This was the
second “core tax collection and administration system” of local tax
authorities at deputy provincial level or above won by Digital China through
tender, following the local tax system of Hainan. Digital China also enjoyed a
year of harvest in core banking system in 2010 and became the most
important core system provider in China’s banking sector with rapidly
expanding market shares, as it wrapped up successful tenders for “new-
generation core business systems” from 7 banks including Bank of Chengdu,
Qinhuangdao City Commercial Bank, China Resources Bank of Zhuhai,
Zhengxin Bank of Thailand, BOC Fullerton Community Bank and Shenzhen
Longgang Dingye Community Bank.
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SIGNIFICANT EVENTS
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Received the IBM 2010 Best Contribution Award, highest honor for IBM’s
China partners

On 25 January 2011, Digital China received the IBM 2010 Best Contribution
Award, the highest honor for IBM’s China partners given to one recipient
only, at the IBM 2011 annual conference for China partners. The award
indicated, among others, that Digital China’s strategies of Digitized City and
Sm@rt City were in perfect tandem with IBM who pioneered with the
proposition of “A Smarter Planet”. Cooperation between the two companies
in this area will play a pivotal role in China’s informatization.

MARCH
2010 Asset Corporate Awards—Gold Winner for the Best Investor Relations

On 1 March 2011, Digital China was named a Gold Winner for the Best
Investor Relations in the 2010 Asset Corporate Awards organized by The
Asset, being the only technology company among the 12 gold winners. This
was subsequent to being named one of the “China’s Most Promising
Companies” by The Asset in 2009. This award indicated the Company had
been highly rated by the capital markets for its proactive disclosure of
operating results and future development plans, participation in domestic
and international investment conferences and consistent transparency in
communications.
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GOVERNMENT AND THIRD PARTY
ORGANIZATION

Asia Pacific City Informatization Cooperation Office/China Computer Users
Association

2010 City Informatization Award of China — Outstanding Service Provider

Beijing Municipal Science and Technology Commission

Beijing Proprietary Innovation Product Certificate (LinkManager Net
Administration System v1.0)

China Information Industry Association

2010 City Informatization Award of China — Excellent Enterprise

China Information Industry Association

2010 City Informatization Award of China — Innovative Service

China Medical Information Association/Medical Information Chapter of
Chinese Institute of Electronics

2010 Preferred Brands for Medical and Hygiene Informatization Networks of
China

China Public Security Research Institute/Shenzhen Security Association

2010 (5th Session) Top 100 Companies in Security Services of China

Ministry of Science and Technology

Key Hi-Tech Enterprise of National Torch Programme

Ministry of Science and Technology
National Key New Product Certificate (DCRS-9816 100G core router switch)

Organizing Committee, ICT City Summit 2010

2010 “Beijing Senses” Exemplary Projects — Innovative Applications

Organizing Committee, Open Web Application Security Project
2010 Web Security Surveillance Award — Outstanding Solution

National Development and Reform Commission

Exemplary Project on Industrialization of Advanced Technology for IPv6
Security Gateway Platform

Smart Card Comm'iitee, China Information-Industry Trade Association

Standing Member, Smart Card Committee, China Information Industry Trade
Association

e
e
b
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BUSINESS PARTNERS

Check Point
Check Point Best Distributor Award — Greater China

Cisco Systems, Inc.
FY10 Best General Distribution Agent

Cisco Systems, Inc.
FY10Q4 Sales Award — 1st

Cisco Systems, Inc.

Best Certification Award (Engineer)

Cisco Systems, Inc.

Best Activation Award

Cisco Systems, Inc.

Best Project Reporting and Filing

CLEARONE

Best Partner — Asia Pacific

EMC Corporation
EMC VAD Partner Annual Award

Hewlett Packard
FY2010 Best Distributor — Bulk Volume Products

IBM
IBM 2010 Best Contribution Award

IBM

IBM Choice Award — Growth Markets Unit Most Outstanding Performance
Distributor Awards

IBM
IBM Blue Elite Technology Certification — Platinum

IBM ir
IBM 2010 Channel Award — Best Eco Support

Juniper Networks, Inc.
Juniper 2010 Best Distributor Award — Greater China
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LIFESIZE
Best Partner — Asia Pacific

Microsoft Corporation

FY10 Microsoft Best General Agency Award

Microsoft Corporation

FY10 H1 Microsoft Best General Agency Sales Award — South China

Microsoft Corporation
FY10 Best Sales Award

Microsoft Corporation

FY10 Microsoft Authorized Distributor Award — Best Contribution

Microsoft Corporation

Microsoft Business Development Award — Best Sales Performance

Polycom Inc.
Distribution Partner of the Year 2010

Radware, Inc.
2010 Outstanding Distributor Award — Asia Pacific

RADVISION
Most Outstanding Partner — Global

RADVISION
Most Outstanding Partner — China

RSA
RSA Best Cooperation Partner Award

Samsung
2010 Best Growth Award — Printer Products

Schneider
2010 Schneider ITB Fastest Distribution Growth Award

ZTE

Best Partner Award

%
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MEDIA ORGANIZATION

Forbes
Forbes Asia’s Fab 50

Fortune China
2010 Fortune China 500 (77th Ranking)

The Asset

2010 Asset Corporate Awards — Gold winner for the Best Investor Relations

AS Security Media
Top 10 Domestic Security Brands

hc360.com
Top 10 Domestic Security Brands of China

Netadmin World

2010 Most Recommended Security Gateway (Government and Public
Organization)

Netadmin World

Most Favorable Switch Products of Net Administrator

Netadmin World
Most Favorable VPN Net Administration Product of Net Administrator

Network World/cnw.com.cn
2010 Corporate WLAN Solution Competition — Class Three Award

Network World
2010 Innovative Product Award — Switch

Network World
2010 Innovative Product Award — Wireless AP
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CHAIRMAN'S STATEMENT
FEWwE

Look to the fiscal year 2011/12, China’'s 12th Five-

Year-Plan has called for the collaboration of

industrialization and informatization in the process of
urbanization, so that informatization will drive the
development of industrialization. The information
technology sector in which we are engaged is fully in
line with the development of our nation. Our

transformation in the past decade has enabled us to

be deeply embedded in the development of our
society. China’s development has given rise to a
marvelously unique opportunity for Digital China. The
Directors are convinced that, on the back of the
management’s experience generated in the past
decade and our solid customer base, our Company is
set for more illustrious achievements in the next 10

years.
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The 2010/11 financial year marks the 10th anniversary of Digital China's
spinoff in 2000 and IPO listing in 2001.

During these 10 years, Digital China has seen a more than 5-fold increase in
revenue. Profit has grown by more than 6 times, while total assets have been
multiplied by 7 times. Net assets are more than 19 times of what it was at
the beginning.

During these 10 years, the number of Digital China’s manufacturing partners
has grown from 25 to close to 300. Initially, we were dealing with less than
50 types of products, as compared to over 400 types by now. Ten years ago,
our sales network comprised some 3,000 channels in less than 200 cities.
Ten years on, this network has become China’s largest network for IT sales
formed by 600 Digital China “@PORT"”, 13,000 bulk-volume distribution
channels and 6,000 value-added distribution channels covering 860 cities in
China.

During the past decade, Digital China has been engaged in persistent efforts
to investigate the need for transformation and how it may be realized. With
well-founded confidence in China’s IT service market and steadfast conviction
in the prospect for business transformation, our Company has performed
remarkably well in its strategic transformation to a customer-focused and
service-oriented business approach. While continuing to report growth in the
revenue from solution and value-added services in our Distribution Business,
we have also built up core competence that enables the direct provision of
full-scale integrated IT services to over 100 large enterprises, stocked over
888 solutions featuring proprietary intellectual property and 315 patents and
software authorships. These achievements have provided with a solid
customer base and a strong technical fort for future development, as we
establish ourselves as a highly trusted service provider.

Ten years ago, Digital China had a staff headcount of 2,000 or so. Ten years
on, we are supported by 11,400 employees.

Over the years, we have always been mindful of our social responsibility,
seeking to reward the community by taking part in various charity and relief
initiatives with our best efforts. In this connection, our Company has made
donations for the building of 10 Hope Schools over the past decade.

With ten years of hard work, Digital China has won the respect and
recognition of the capital markets and investors. Through ongoing exchanges
and communications, investors have provided positive guidance and
encouragement in connection with the Company strategic options and
business development, reinforcing our confidence in developing value-
intensive businesses.

The Directors are pleased to report remarkable operating results for the
2010/11 financial year under the guidance of overall strategic transformation,
against the backdrop of a capricious market environment, as a tribute to our
Company’s 10th anniversary. For the 2010/11 financial year, total revenue of
Digital China Group grew 13.2% to HK$56,804 million. For the same period,
the Group’s overall profitability was also substantially improved, as evidenced
by a 21.97% year-on-year growth in profit attributable to shareholders to
approximately HK$1,005 million. Notably, we reported a 78% growth in
operating profit, which highlighted the positive effect of our strategic
transformation.
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CHAIRMAN’S STATEMENT
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Our Group remained a bright spot in the capital markets in the 2010/11
financial year. Our performance in the capital market has provided assurance
for our strategic deployment and operating results, as well as a positive
capital market environment for our future strategic development.

— On 24 November 2010, our Taiwan Depositary Receipts were listed on
the Taiwan Stock Exchange as the largest issue of Taiwan Depositary
Receipts in 2010, signifying a new milestone in Digital China’s
business venture in Greater China.

— In May 2010, our Group completed the second tranche of
management share acquisition to further rationalize the shareholding
structure of our Company, ensure consistent implementation of
strategies and further enhance our growth potential and value.

— In October 2010, we completed the acquisition of shares in DigiWin,
the largest ERP manufacturer in China, and gained access to the
domestic ERP market to complement the future Sm@rt City value
chain with additional value-added resources.

On the back of these initiatives in equity operations and solid business
performance, the Group was included in Forbes Asia’s Fab 50 for the second
consecutive year in 2010 and named among Fortune China 500 in 2010,
ranking top among information technology companies. Furthermore, we
received the “Gold winner for the Best Investor Relations” in the Corporate
Awards 2010 hosted by The Asset, being the only technology company
among the 12 gold award recipients. Meanwhile, in recognition of our rapid
growth, sound business results, strong technological innovation and
outstanding corporate governance, the Group was selected as one of the
“Hundred Billion Worth Enterprises for Key Support” under the “10-100-
1,000 Project” of the National Proprietary Innovation Exemplary Zone of
Zhongguancun.

The Directors are pleased to note that recognition in the capital markets and
the achievement of sound results both underline our persistent
implementation of the transformation strategy. The 2010/11 financial year
was by no means a year of plain sailing. It started with declining results for
one of the major partners in our Distribution Business and significant
volatility in the PC market. The management prudently examined the
situation and adopted appropriate measures in a timely manner. Assistance
was rendered to the partner to resolve its problem and ensure market
stability, while new market channels were developed through cooperation
with upstream and downstream players, which was made possible by our
improved ability in solutions and end-customer market developed through
ongoing strategic transformation. With the benefit of our solid experience, we
were able to overcome the difficulties and duly delivered after committed
efforts on both ends. Our Services Business has signed strategic cooperative
agreements with a number of medium/large-sized cities, while achieving
breakthroughs in scale in its core banking system business with banking
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customers. Remarkable progress in the work of our Services Business has
also been signified by the official publication during the year of the “White
Paper on IT Services Standards (First Edition)”, drafted under the leadership
of the Ministry of Industry and Information Technology with Digital China as
a head support unit. At the close of the year, we were honored with the title
of “China’s Most Influential Brand in IT Services”.

We have also made new progress in corporate governance over the financial
year under review. The Board of Directors have upheld the three-tier
governance structure comprising shareholders, board of directors and
management in strict accordance with the provisions of the Stock Exchange
of Hong Kong, as well as rendered full support to the management in terms
of strategic formulation and execution. The Audit Committee of the Board of
Directors have also done a great deal of meticulous work to facilitate further
improvements in legal compliance, financial accuracy and management
transparency. With regard to management incentive, the Remuneration
Committee has formulated specific KPI performance appraisal indicators for
the management. At the same time, the Board of Directors are also actively
considering the adoption of flexible incentive mechanisms in order to
enhance our leading edge in human resources and ensure that the Company
stays competitive in the market.

As we greet the first year of China’'s 12th Five-Year-Plan period, which
incidentally is also the commencing year of the 3rd five-year plan of our
Company, the Board of Directors are looking to the future with full
confidence. The 12th Five-Year Plan of the nation has called for the
collaboration of industrialization and informatization in the process of
urbanization, so that informatization will drive the development of
industrialization. The future development of our Group is nowhere more
clearly indicated. The information technology sector in which we are engaged
is currently the most talked about business, as well as one that is fully in line
with the development of our nation. Our transformation in the past decade
has enabled us to be deeply embedded in the development of our society.
China’s development has given rise to a marvelously unique opportunity for
Digital China. The Directors are convinced that, on the back of the
management’s experience generated in the past decade and our solid
customer base, our Company is set for more illustrious achievements in the
next 10 years.

N

GUO Wei 205
Chairman T /&

Hong Kong, 14 June 2011
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EBEWESH

In 2010, being the final year of the 11th Five-Year-Plan period of China, the
nation sustained stable economic growth with solid deliverables in the
aftermath of the financial turmoil. It was also a spectacular year for the
Group, in which the transformation from a “product-oriented distribution
business” into a “customer-focused and service-oriented” integrated IT
service provider for 10 years has finally been successfully achieved. While
our Group was celebrating the 10th anniversary of public listing, we
engineered the “second wave” of our business transformation by remolding
ourselves into an “IT operation service provider” on top of being an “IT
service provider”. With proven experience and execution capabilities garnered
through the construction of “Digitized City” in the past two years, we
commenced yet another transformation process to assume a strategic
commanding position in the development of the “Sme@rt City”. In overview of
the financial year, the “customer-focused and service-oriented” strategy was
implemented in full swing, while the “Digitized City/Sm@rt City” strategy was
rolled out in a most favorable manner, with all segments reporting stable
growth that outperformed the industry average in fulfillment of benchmarks
set at the beginning of the year. As a result, our market leadership has been
further reinforced and our customer value significantly enhanced.

For the year ended 31 March 2011, the Group:

. Delivered excellent performance with continuous improvement in
overall profitability — The Group’s profit attributable to ordinary equity
holders of the parent (profit attributable to shareholders) for the year
amounted to approximately HK$1,005 million, representing a 21.97%
growth as compared to last financial year. And, the operating profit
achieved was HK$942.20 million, representing a strong growth of
78% as compared to operating profit of approximately HK$529.18
million for last financial year. Profit attributable to shareholders for the
fourth quarter of the financial year under review was approximately
HK$176.21 million, representing a 19.37% growth as compared to
HK$147.61 million for the corresponding period of last financial year.
Basic earnings per share amounted to 96.13 HK cents, which was
15.65% higher as compared to 83.12 HK cents for the corresponding
period of last financial year.

. Reported sound growth in operating income underpinned by solid
quarterly results — With the benefit of a balanced coverage of various
industry segments, outstanding customer value and comprehensive
product offerings, the Group continued to report steady increase in
turnover, bagging approximately HK$56,804 million for the full year
which was 13.20% higher compared to approximately HK$50,178
million for the corresponding period of last financial year. More
particularly, we finished the second and third quarters with successive
record-high levels of quarterly sales to assure strong growth in annual
results. Turnover for the fourth quarter of the financial year amounted
to approximately HK$14,421 million, representing growth of close to
17% as compared to the corresponding period of last financial year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Assured notable enhancements in profitability for principal operations
— Our gross profit margin generally increased across all principal
business segments thanks to our successful strategic transformation;
on an annualized basis, profitability for all business units either
sustained or exceeded the level attained last financial year in terms of
gross profit; the Group’s overall cumulative gross profit margin was
6.89%, increasing by 0.31 percentage point as compared to 6.58%
for the corresponding period of last financial year. Notably, gross profit
margin for the fourth quarter of the financial year reached 7.07%,
significantly improved as compared to the corresponding period of last
financial year.

Achieved prominent results in risk control and cash flow management
on the back of improved capability — The Group’s net cash inflow from
operating activities for the financial year amounted to HK$433
million. The Group assured healthy business development and stable
growth thanks to persistent efforts in stringent risk control measures
and strengthened cash flow control. Fund efficiency was significantly
improved as overall cash turnover for the financial year was reduced to
18.42 days, shortened by 0.8 day as compared to 19.22 days of the
corresponding period of last financial year.

Assuming strategic advantage with successful launch of “Sme@rt City”
Portfolio — The Group enjoyed initial success in the roll-out of the
Sm@rt City strategy, with business deployment commencing in 57
cities throughout the nation. Sm@rt City as a Group strategy has
established an initial leading edge in the market, as a publicity
campaign promoting our brand new image as “China’s Sm@rt City
Expert” based on the concept of “integration service” has also been
launched in full scale. The “Citizen Card” projects for Yangzhou, Wuxi,
Zhangjiagang and Zhenjiang were hugely successful, while the “Cloud-
Based Platform for Smart Cards” in Foshan City was smoothly
progressing. The successful conclusion of strategic cooperation
agreements with Hainan Province and the cities of Shenzhen, Nanjing,
Zhengzhou, Wuhan and Guilin during the year have also provided a solid
foundation for the Group as “China’s Sm@rt City Expert”.
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Distribution Business (with a primary focus on the SMB & Consumer
Markets)

The Group’s Distribution Business is primarily focused on meeting the
demand for IT products and solutions from SMB and consumer
markets.

Outperforming growth for Distribution Business courtesy of timely
opportunities and dominant market coverage

Turnover from the Group’s Distribution Business for the year ended 31
March 2011 grew 18.47%, as compared to the corresponding period
of last financial year, to approximately HK$26,918 million,
representing a higher growth rate than the average market level for the
segment. Gross profit margin was 4.38%. In particular, turnover for
the fourth quarter of the financial year grew 17.13%, year-on-year, to
approximately HK$6,662 million, which far exceeded the industry
average.

Market leadership enhanced in tandem with expanding channels,
networks and retail business

There were 634 Digital China “@PORT" franchise retail outlets
operating in China as at 31 March 2011, representing a 50% growth
as compared to 422 outlets at the end of the corresponding period of
last financial year and effectively consolidating the Group’s leadership
in tiers 4-6 cities. In addition, SMB channels grew by over 20%. Our
leading edge was further extended as our sales grids covered more
than 594 cities in the 4th to 6th tiers.

Outperforming growth in various products thanks to strategies for

“sustaining current volumes and seeking additional volumes”

On the back of a balanced and complete product portfolio as well as a
proactive strategy in market coverage and expansion, we avoided
declines or attained growth in various product lines for the year ended
31 March 2011 despite volatility in certain sub-segment markets
during the year, thanks to timely strategies for sustaining current
business volumes and seeking additional business volumes. We
succeeded in preventing our percentage share in mainstream brands
from shrinking, while reporting a 7% year-on-year growth for our
notebook segment. Meanwhile, substantial year-on-year growth was
reported for other product lines, such as PC servers, consumer IT
products and peripherals, the sales of which increased by over 30%.
In the mobile communications sector, the future driver for business
volume growth, a smart phone business plan underpinning “Three
Major Operators” and “Six Major Operating Systems” was devised,
while MAA-based solutions and sales promotion were adopted.
Proprietary intermediary products for mobile communications were
also launched as part of our ongoing efforts to increase our ability to
provide futuristic solutions.
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MANAGEMENT DISCUSSION AND ANALYSIS

Systems Business (with a primary focus on the Enterprise Market)

The Group’s Systems Business of value-added distribution is primarily
focused on meeting the IT demand from the enterprise market. Since
2007, we have been making direct sales to regional customers to
enhance direct control over our business in the enterprise market.

Significant improvements in profitability alongside pro-active efforts
to expand the Enterprise Market

Turnover from the Group’s Systems Business for the year ended 31
March 2011 amounted to approximately HK$13,823 million,
representing a 9.13% growth over the corresponding period of last
financial year. In the meantime, we continued to break new grounds in
our customer-end business with a broadening customer base. The
Group’s Systems Business returned a gross profit margin of 9.74%,
which was 0.32 percentage points higher as compared to 9.42% for
the corresponding period of last financial year. In particular, gross
profit margin reached 10.42% for the final quarter of the financial
year, driving significant improvements in the overall profitability of the
Systems Business.

Customer mix optimized underpinned by substantial increase in
revenue from large corporate clients

The Group’s Systems Business continued to capitalize on opportunities
available to explore the regional market and expand its base of
preferred customers in persistent implementation of a customer-
oriented strategy, while constantly improving and substantiating its
ability to provide solutions. During the year ended 31 March 2011, our
regional customer business grew by 27.03% in comparison with the
corresponding period of last financial year, contributing to our
outperforming growth in overall turnover. Meanwhile, the Company’s
profitability was significantly improved on the back of stronger ability
to provide solutions attributable to the increase in the number and
business volume of large corporate customers.
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Supply Chain Services Business (with a primary focus on the Hi-tech
Industries Market)

The Group’s Supply Chain Services Business is primarily targeted at
manufacturers of IT and other value-intensive manufacturers and
industry customers, providing “one-stop” supply-chain consultancy
and execution.

Record-high profitability for Supply Chain Services Business thanks to
optimized business structure

The business structure of the Group’s Supply Chain Services Business
underwent significant modifications during the financial year in
response to changes in the macro-economic environment and
sustained sound growth as a result despite volatility in certain market
sub-segments. The Group’s Supply Chain Services Business reported
turnover of approximately HK$10,021 million during the year ended
31 March 2011 which represented a 14.19% growth over the
corresponding period of last financial year. The Supply Chain Services
Business reported a record-high gross profit margin of 4.17% thanks
to ongoing optimization of its business structure. In particular, the
gross profit margin of 4.78% for the fourth quarter represented a
significant improvement of 0.96 percentage points compared to
3.82% for the corresponding period of last financial year, effectively
lifting the overall profitability of the Supply Chain Services Business.

CES business underpinned by rapid expansion, improving profitability
and solid relationships with customers served

Our Chain Electronic Stores (CES) business continued to expand its
regional store operations, while maintaining our business volume with
large electronic stores such as Gome and Suning as well as our market
shares. These efforts combined to contribute to a substantial year-on-
year growth of over 50% in CES turnover. For our third-party logistics
business, we continued to develop new customers. For the year ended
31 March 2011, turnover of third-party logistics business grew by
78.19% as compared to the corresponding period of last financial
year. As a value-added service for the supply chain, the Maintenance
Service Business sustained rapid expansion with revenue from
maintenance services growing approximately 25% over the
corresponding period of last financial year. The growing percentage
share of revenue from service-based businesses has provided a solid
foundation for structural optimization of the Supply Chain Services
Business.
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MANAGEMENT DISCUSSION AND ANALYSIS

Services Business (with a primary focus on the Industry Market)

The Group’s Services Business is targeted at large-scale industry
customers, offering software services for all segments of the industry
and provides clients with IT planning and IT systems consultation,
design and implementation of industry application software and
solutions, outsourcing of IT system operation and maintenance, as
well as products and services in systems integration and maintenance.
The Services Business is also capable of supplying ERP and software
outsourcing services for all segments of the industry to the market.

IT Services continued to expand, improving profitability underpinned
by best three-month results in the fourth quarter

In terms of the Services Business, the Group has been focusing on
value enhancement for customers with a special emphasis on software
and services. During the year ended 31 March 2011, our software and
servicing capabilities continued to improve as the overall gross profit
margin of the Services Business reached 16.03%, representing a
substantial growth over 13.32% for the corresponding period of last
financial year. In particular, the Services Business bagged the year's
highest quarterly turnover of approximately HK$1,715 million in the
fourth quarter, providing a further boost to the Group’s dominant
position in the IT services market.

Extensive and effective roll-out of Sm@rt Cities supported by growing
sophistication in solution packages

As at 31 March 2011, strategic deployment for the “Sm@rt City”
Project had commenced in 57 cities throughout the nation. Starting in
Yangzhou, Sm@rt City as a Group strategy has established an initial
leading edge in the market. Meanwhile, a publicity campaign
promoting our brand new image as “China’s Sm@rt City Expert” based
on the concept of integrated and concerted service has also been
launched in full scale. The “Citizen Card” projects for Yangzhou, Wuxi,
Zhangjiagang and Zhenjiang were hugely successful, while the “Cloud-
Based Platform for Smart Cards and related Demo Project” for the
People’s Government of Chancheng District, Foshan City, Guangdong
was effectively implemented and smoothly progressing. The successful
conclusion of strategic cooperation agreements with Hainan Province
and the cities of Shenzhen, Nanjing, Zhengzhou, Wuhan and Guilin
have provided a solid foundation for the Group as China’s Sm@rt City
Expert. Also in the pipeline are solutions for citizen cards, regional
health systems, smart tourism, government-business connection,
general tax administration, data exchange, cloud servicing and safety
surveillance, etc, offering solid support of our future business
progress.
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Rapid expansion of software solution business continued as core
software became industry-ready

As a result of our strategy of focusing on business value and the
enhancement of industry and customer capabilities, software service
projects accounted for an increasing share of our Group’s business
during the financial year. In the financial sector, we capitalized on
opportunities in the market of regional banks to complete our coverage
of the same and make breakthroughs in the sales of core systems. Our
pre-sale capabilities for core bank projects were also enhanced. The
development of new solutions, such as the 2nd-generation payment
system, was expedited, and the Xi'an base was grown into a settlement
security center. For the full year of 2010, more than 20 new
customers were signed up (including 15 regional banks, 3 joint-stock
banks, 2 foreign banks and 1 rural bank). Six new customers
(including 4 regional banks and 2 foreign banks) for core bank
systems were signed up, as regional banks proved to be the fastest-
growing customer group. In the tax sector, active expansion of market
coverage continued as customers were secured in various segments
from the large-scale customer of head bureaus to core customers of
local tax bureaus and individual taxpayer services. In the
telecommunications sector, we were awarded BOSS and CRM projects
of a provincial branch of China Mobile as well as the ODS project of
China Telecom during the financial year, despite cutbacks in
telecommunications carriers’ investments in overall construction and
deferred procurement for certain projects.

Position as leading service provider strengthened as participation in
the formulation of published national IT services standards
contributed to rapid growth in service contracts

Digital China has been involved in the formulation of national IT
services standards after being designated as Deputy Chief of the
Working Group and the Head of the Supporting Team by the “Working
Group on Standardization of China’s IT services” under the Ministry of
Industry and Information Technology. In this connection, the “White
Paper on IT Services Standards (First Edition)” was officially published
on 28 October 2010 during our third quarter of the financial year.
Leveraging the formulation and publication of national standards for
IT services, the Group’s Services Business accomplished the target of
increasing contracts for proprietary services by 30% during the year
ended 31 March 2011. We also assumed a dominant position in the
formulation of national IT support standards and in China Mobile’s
first nationwide centralized procurement for third party services, while
achieving initial success in the design and drive of management
systems. In addition to honors and awards for IT services garnered
during the financial year, we also received 3 commendations from the
PBOC/CSRC for the development of 3 major marketable solutions
including the operation management center and others for financial
institutions/operators, which featured monthly updates of the
proprietary solution and product road map and turned automated
operation into a bright spot for the market. Our industry influence has
been enhanced as a result.
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MANAGEMENT DISCUSSION AND ANALYSIS

Management Outlook

The 2010/2011 financial year presented both opportunities and challenges
for our Group. Nevertheless, we completed our tasks solidly and achieved
outperforming growth despite various uncertainties. Our general strategic
transformation to a “customer-focused and service-oriented” business model
has been decisive in our delivery of such outstanding results. As the Group
continued to pursue “customer-focused and service-oriented” strategic
transformation and persisted in its implementation at all business levels, we
may look forward to yet brighter prospects for our future development. Based
on meticulous research on China’s IT market in the context of global
economic conditions in 2011/2012 and the macro-economic development of
China under the 12th Five-Year Plan, the management has defined the
2011/2012 financial year as the first year for the third five-year plan of our
Group, and has adjusted our organization structure accordingly so that our
Company’s operation will be in closer tandem with the customers and the
market and better positioned for sustainable development. The management
believes that, under the guidance of the 12th Five-Year Plan, urbanization
will provide the major driving force for China’s economic growth as the
process rolls on, and urbanization cannot be successful without the support
of informatization. As such, the Group will continue to roll out and
consolidate its strategic planning for the “Sme@rt City” so that it would
become the engine of Digital China’s future growth. With our best-in-class
management team and our proven management process and risk
management system, we will be able to address the current challenges
effectively and sustain strong growth that outperforms the industry.

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$19,946 million at 31 March 2011 which
were financed by total liabilities of HK$13,375 million, non-controlling
interests of HK$538 million and equity attributable to equity holders of the
parent of HK$6,033 million. The Group’s current ratio at 31 March 2011
was 1.44 as compared to 1.43 at 31 March 2010.

During the year ended 31 March 2011, capital expenditure of HK$376
million was mainly incurred for the acquisition of land, properties, office
equipment and IT infrastructure facilities.
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The aggregate borrowings as a ratio of equity attributable to equity holders of
the parent was 0.33 at 31 March 2011 as compared to 0.41 at 31 March
2010. The computation of the said ratio was based on the total interest-
bearing bank borrowings and bond payable of HK$1,969 million (31 March
2010: HK$1,723 million) and equity attributable to equity holders of the
parent of HK$6,033 million (31 March 2010: HK$4,201 million).

At 31 March 2011, the denomination of the interest-bearing bank borrowings
and bond payable of the Group was shown as follows:

MANAGEMENT DISCUSSION AND ANALYSIS

EHERRBESATRE AR L ER T —
F=ZRA=+—HR033  MR-ZT-—FTF=RA=+—HAR
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Denominated

Denominated in Hong Kong
in Renminbi dollars Total
AR BT
BIEREN BIEREN &5t
HK$'000 HK$'000 HK$'000
BT BT BT
Current T E
Interest-bearing bank borrowings, unsecured ERITER - EIKE 279,074 329,233 608,307
Interest-bearing bank borrowings, secured WERITE R - B K 43,673 — 43,673
322,747 329,233 651,980
Non-current IR E
Interest-bearing bank borrowings, unsecured EERITE R + HIEH 631,576 650,000 1,281,576
Bond payable ERES 35,411 — 35,411
666,987 650,000 1,316,987
Total BEt 989,734 979,233 1,968,967

Included in the Group’s current bank borrowings of approximately HK$44
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 Mainland China with a value of
approximately HK$26 million at 31 March 2011 and 22,290,980 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$65 million and HK$1,282
million respectively represented the term loans and are repayable from Year
2011 to 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS

In September 2010, the Group completed the acquisition of the remaining
89.56% equity interest in Beijing Jinxin Technology Co., Ltd. (now named as
“Digital China Jinxin Technology Co., Ltd.”) (“Beijing Jinxin”) from
independent third parties (the “Acquisition”). Beijing Jinxin was owned as to
10.44% by the Group prior to the Acquisition and subsequent to which, it
became a wholly-owned subsidiary of the Group. In August 2010, i.e. before
the Acquisition, Beijing Jinxin and twelve other companies being independent
third parties of the Group (collectively referred as the “Issuers”) issued “2010
Collective Bonds of Zhongguancun High-tech SME” (“2010 Bonds”) to
institutional and public investors in Mainland China through Shenzhen Stock
Exchange. The aggregate principal amount of the 2010 Bonds is RMB383
million, of which Beijing Jinxin accounts for RMB30 million (equivalent to
approximately HK$35 million). The fund raised by Beijing Jinxin will be
applied to the development of its ATM network construction project. The
2010 Bonds which carry interest at a rate of 5.18% per annum, will mature
in August 2016, and are unconditionally and irrevocably guaranteed in full
with joint liabilities by Beijing Zhongguancun Sci-Tech Guaranty Co., Ltd., an
independent third party, from the first to third year of the issuance (“ZGC
Guarantee”). At the same time, ZGC Guarantee is guaranteed by Beijing
SMEs Credits Re-guarantee Co., Ltd., and also guaranteed by Beijing Jinxin
for the principal amount of the 2010 Bonds it accounted for (i.e. RMB30
million). The Investors’ Put Option and the Issuers’ Full Redemption Option
in respect of the 2010 Bonds may be exercised under the following
circumstances: if the Issuers can provide a guarantor with good reputation
before the conclusion of interest period in the third year of the issuance of
the 2010 Bonds, investors may opt to hold the 2010 Bonds in full or in part
and/or exercise the Investors’ Put Option to sell the 2010 Bonds back to the
Issuers within five working days from the publication of the announcement in
respect of information regarding continuing guarantee; and if the Issuers
cannot provide a guarantor with good reputation before the conclusion of
interest period in the third year of the issuance of the 2010 Bonds, the
Issuers shall redeem the 2010 Bonds in full.

The Group’s total available credit facilities at 31 March 2011 amounted to
HK$17,570 million, of which HK$2,501 million were in term loan facilities,
HK$14,406 million were in trade lines and HK$663 million were in short-
term and revolving money market facilities. At 31 March 2011, the facility
drawn down was HK$1,347 million in term loan facilities, HK$4,478 million
in trade lines and HK$258 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 2011, the Group had approximately 11,400 (31 March 2010:
approximately 9,600) 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 13.92% increase in staff
costs to approximately HK$1,918 million for the year ended 31 March 2011
as compared to approximately HK$1,683 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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DIRECTORS AND
SENIOR MANAGEMENT
EEZNhESEEEASR

BIOGRAPHICAL DETAILS OF DIRECTORS
R HE

Executive Directors
HITES

Mr. GUO Wei, aged 48, is the Chairman and Executive Director 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 and associates 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), 3K 2 £ tH & F ok B 8@ {p 48
(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), the First Annual China Young
Entrepreneurs Creative Management Golden Honour (2005). He
was also selected as the 50 Most Powerful Businesspeople in China
by Fortune Magazine (Chinese version) in 2011.

Mr. Guo is currently a standing committee member of the 11th
National Committee of the Chinese People’s Political Consultative
Conference, member of the 4th Advisory Committee for State
Informatization and the Chairman of Beijing Informatization
Association. He has over 23 years of experience in business
strategy development and business management.

Mr. GUO Wei, 3858 %4
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Mr. LIN Yang, #5354
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Mr. LIN Yang, aged 44, is the Chief Executive Officer of the Group
and is responsible for the overall business management of the
Group. He is also a director of certain subsidiaries of the Company.
Mr. Lin graduated in 1988 with a Bachelor’'s degree in Computing
Communications from the Xidian University and in 2005 with a Master
degree in Business Administration from Cheung Kong Graduate
School of Business. Mr. Lin was previously the Executive Vice
President and the President of the Group and was appointed the Chief
Executive Officer of the Group in April 2011. He joined the Legend
group in 1990 and has over 20 years of management experience in
distribution business. Mr. Lin was awarded the Lifetime Achievement
Award by the IT Channel Elite Panel in 2001, recognized as the Most
Influential Figure in IT Distribution of 20 Years in 2005. He has been
appointed as the Director for IT Channel Profession Council, under
the MIIT (Ministry of Industry and Information Technology).
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Non-executive Director
JFEHITES

Mr. Andrew Y. YAN, aged 53, 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 of Arts’ 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 and Head of the Hong Kong office of the Emerging
Markets Partnership from 1994 to 2001. From 1993 to 1994, he worked
at Sprint International Corporation as the Director of Strategic Planning
and Business Development for the Asia Pacific Region. From 1990 to
1993, Mr. Yan worked in the World Bank and the renowned Hudson
Institute as an Economist and Research Fellow respectively in Washington,
DC. From 1982 to 1984, he was the Chief Engineer at the Jianghuai
Airplane Corp.. 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, “No. 1 Venture Capitalist of
the Year” by Forbes (China) in 2008 and 2009. He was the “Venture
Capital Professional of the Year” by Asia Venture Capital Journal in 2009.
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 Mr. Andrew Y. YAN, B8t 564
Asia” by Private Equity International in 2005, 2006 and 2008, “The Best
Growth Investment Fund of the Year” in 2009.

Currently, Mr. Yan is the Independent Non-executive Director of China Resources Land Limited and Fosun International Limited; Non-executive
Director of MOBI Development Co., Ltd., NVC Lighting Holding Limited and China Huiyuan Juice Group Limited (all listed on The Stock Exchange
of Hong Kong Limited). Mr. Yan is also an Independent Director of Giant Interactive Group Inc.; a Director of Acorn International Inc., (both listed
on The New York Stock Exchange), ATA Inc., Global Education & Technology Group Ltd (both listed on the NASDAQ, USA) and Eternal Asia
Supply Chain Management Ltd. (listed on the Shenzhen Stock Exchange). He was previously a Director of China Digital TV Holding Co., Ltd (listed
on The New York Stock Exchange) during the period from May 2004 to September 2008, and an Independent Non-executive Director of China
Oilfield Services Limited and Stone Group Holdings Limited during the period from September 2002 to June 2009 and June 2001 to November
2009 respectively (both listed on The Stock Exchange of Hong Kong Limited).
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Mr. HU Zhaoguang, #f /3 & £ 4%

Independent Non-executive Directors
BN IFRITEF

Mr. HU Zhaoguang, aged 72, is an Independent Non-executive Director
of the Company. He graduated from the Tsinghua University in 1964
and also completed a management course in Sweden. Mr. Hu has over
39 years of experience in economics, finance and corporate
management and was wide recognised for his work in these areas. Mr.
Hu joined the Company in September 2004. He is the Independent
Non-executive Director of BBMG Corporation (listed on The Stock
Exchange of Hong Kong Limited). He was previously the Chairman of
Beijing Enterprises Holdings Limited (listed on The Stock Exchange of
Hong Kong Limited) and its parent company, Beijing Holdings Limited,
and an Independent Non-executive Director of China Overseas Land &
Investment Limited (listed on The Stock Exchange of Hong Kong
Limited). From February 1993 to January 1998, Mr. Hu served as a
Vice Mayor of the Beijing Municipal Government. From 1988 to 1993,
Mr. Hu served as the Director of Beijing Experimental Zone for the
Development of New Technology Industries and Chief Executive of
Beijing Haidian District Government.

HBESE  t TR RARBZBIUIFNTES - WR - NAANEAFRERBERE  RERRHATHR-BERERE - HELELE
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Mr. WONG Man Chung, Francis, aged 46, is an Independent Non-
executive Director of the Company. He holds a master degree in
management conferred by Guangzhou Jinan University, the People’s
Republic of China. Mr. Wong is a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of Certified
Public Accountants, a Certified Tax Advisor of the Taxation Institute of
Hong Kong, an associate member of the Institute of Chartered
Accountants in England and Wales and a member of the Society of
Chinese Accountants and Auditors. He is a Certified Public Accountant
(Practising) and has over 23 years of experience in auditing, taxation,
management and financial advisory. Mr. Wong joined the Company in
August 2006. Previously, Mr. Wong worked for KPMG, an international
accounting firm, for 6 years and the Hong Kong Securities Clearing
Company Limited for 2 years. Mr. Wong has the appropriate professional
qualifications, accounting and related financial management expertise as
required under Rule 3.10 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

Mr. Wong is currently an Independent Non-executive Director, the
Chairman of the Audit Committee and a member of the Remuneration
Committee of both China Oriental Group Company Limited and Wai Kee
Holdings Limited and an Independent Non-executive Director and a
member of the Audit Committee and the Remuneration Committee of
eForce Holdings Limited (all listed on the Main Board of The Stock
Exchange of Hong Kong Limited). He was an Independent Non-executive
Director of Lightscape Technologies Inc (listed and traded on the OTC
Bulletin Board in the United States of America), Enviro Energy
International Holdings Limited (formerly known as Sys Solutions Holdings Mr. WONG Man Chung, Francis, & X 5254
Limited, listed on the Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited) and Yardway Group Limited (listed on the Main
Board of The Stock Exchange of Hong Kong Limited). Mr. Wong is a
Director of both Union Alpha C.P.A. Limited and Union Alpha CAAP
Certified Public Accountants Limited, both are professional accounting
firms, and a founding director and member of Francis M C Wong
Charitable Foundation Limited, a charitable institution.
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Ms. NI Hong (Hope), {541 /)7 28
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Ms. NI Hong (Hope), aged 39, is an Independent Non-executive
Director of the Company. Ms. Ni received her J.D. degree from the
University of Pennsylvania Law School and her bachelor’s degree in
Applied Economics and Business Management from Cornell
University. Ms. Ni joined the Company in September 2010.
Currently, Ms. Ni is the chief executive officer and director of Rising
Year Group Limited. Until January 2008, Ms. Ni served as the chief
financial officer and director in 2008 for Cogo Group Inc. (“Cogo”),
and served as vice chairman of Cogo until end of 2009, a NASDAQ
Select Global Market-listed company (NASDAQ: COGO) which she
joined in August 2004. Prior to joining Cogo, Ms. Ni spent six years
as a practicing attorney at Skadden, Arps, Slate, Meagher & Flom
LLP in New York and Hong Kong, specializing in corporate finance.
Prior to that, Ms. Ni worked at Merrill Lynch’s investment banking
division in New York.

Ms. Ni is currently serving as independent director acting as the
audit committee chairman as well as compensation and nomination
committee member at JA Solar Holdings, Co. Ltd., a NASDAQ-listed
company (NASDAQ: JASO) and ATA Inc., a NASDAQ-listed company
(NASDAQ: ATAI). Ms. Ni is also an independent director at
Kongzhong Corporation, a NASDAQ-listed company (NASDAQ:
Kong).
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Mr. ONG Ka Lueng, Peter, aged 47, is an Independent Non-executive
Director of the Company. Mr. Ong holds a Master of Science Degree
and a Bachelor of Science Degree major in Electrical Engineering
from Columbia University (New York City). He is acting as the
Responsible officer (Type 1 and 2) for Alpha Securities Co. Ltd. and
Alpha Futures Co. Ltd. respectively under the registration of Securities
and Futures Commission of Hong Kong. Mr. Ong joined the Company
in September 2010.

Mr. Ong awarded the BBS, Bronze Bauhinia Star by the Government
of the Hong Kong SAR in 2008. Mr. Ong served on the board of The
Tung Wah Group of Hospitals from 1998 to 2008 and took the chair
of the board from 2007-2008. Mr. Ong also joined the Tung Wah
Group of Hospital advisory board from 2008 to 2009. Mr. Ong is
currently serving on the hospital governing committee of the Tung
Wah Group of Hospitals. He is also a founding member and chairman
of the Green Investment Promotion Association.
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Mr. YAN Guorong, Bl &8 %4
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BIOGRAPHICAL DETAILS OF SENIOR
MANAGEMENT

SEEEAE ZEE

Senior Management
SEEEABR

Mr. YAN Guorong, aged 37, is the President of the Group and is
responsible for overall operation and management. He is also a
director of certain subsidiaries of the Company. 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 joined 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 Strategic Business Unit of f& JI| £x 45
(#F ) A BR A 7] (Digital China (China) Limited). He has nearly 13
years of experience in distribution, customers services business and
sales management of IT value-added products. Mr. Yan was
previously the Standing Vice President of the Group and was
appointed the President of the Company in April 2011.
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Mr. HUI Leung Wah, Herbert, aged 48, is the Chief Financial Officer of
the Group and is responsible for the management and overseeing of
the Group’s financial activities. Mr. Hui joined the Group in May 2011.
He graduated from City University, London with a BSc degree in
Business Studies in 1986; and obtained his MBA degree from The
Chinese University of Hong Kong in 1988. He obtained CFA (Chartered
Financial Analyst) membership in 1992 and certificate in Advanced
Management Program from Wharton, University of Pennsylvania in
2006.

Mr. Hui started his career with Morgan Stanley Asset Management as
an analyst in 1988 and joined HSBC Investment Banking in 1990
serving in various positions including Corporate Finance Director and
Chief Operating Officer for Asia-Pacific. He then joined MTR
Corporation Limited as General Manager, Corporate Finance in 2004
until May 2011. Mr. Hui has been an Independent Non-executive
Director of Maanshan Iron & Steel Company Limited (a company listed
on The Stock Exchange of Hong Kong Limited) since August 2005 and
is a member of the Admission, Budget and Allocation Committee of the
Hong Kong Community Chest.
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Mr. WONG Chi Keung, T B8 %4+

Digital China Holdings Limited  Annual Report 2010/11

Mr. WONG Chi Keung, aged 44, 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 21 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 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 2011, 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 2011.

BOARD OF DIRECTORS
Composition

As at 31 March 2011, the Board comprised seven Directors, including two
Executive Directors, one Non-executive Director 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 29 to 38 of this annual report.
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TEERBRS

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 key senior management, delegation of authority to Board committees
and corporate governance matters.

During the year ended 31 March 2011, the Board held four regular meetings
at approximately quarterly intervals 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 2011 are set out below:

E=g(A)

AeRBE
EXZ0RAHIEAER 2 BERE -
PIMAEBEREAERRE HEXEEZGERE
AERE - MBERBLEE AMELERRARER EX
‘- Eﬁﬂﬁ%éﬁ%‘%$§@ﬁ&ﬁﬁﬁ§&$lﬁ BE=x
REMBEZSEEEABZHFN BSEFZESZRE
REEREAREEK -

SERERERE

REBEE-T——F=ZA=1+—HLEFER EFFHRTNHN
REHEZ KROBFE— X BEFHHREGIAUNHEME
FRAFRNEE REBEEZT——F=ZA=1+—HLFE
N EEENEFSEER2EALEDHEINNAT:

Number of Board meetings attended/
held during the tenure of

Directors the respective Directors
SESRETHEN
BX HE/BTEEEERNY
Executive Directors HITEFE
GUO Wei (Chairman)* BRERE)* 4/4
LIN Yang (Chief Executive Officer)* wWis(BEHTE)* 4/4
Non-executive Directors FHITEE
Andrew Y. YAN ko 3/4
TANG Xudong (retired on 29 September 2010) BRR(R=ZF—FFNA=FHEF) 0/2
SHENG Gang (retired on 29 September 2010) BE(R=F—FFN A=+ HRF) 2/2
QIU Zhongwei (retired on 29 September 2010) BRER=F—ZFFNA=FNHEF) 2/2
Independent Non-executive Directors BUHHTEE
HU Zhaoguang R E 4/4
WONG Man Chung, Francis BXR 4/4
NI Hong (Hope) (appointed on 29 September 2010) RU(R=F—FFNA=FNHEZE) 2/2
ONG Ka Lueng, Peter (appointed on 29 September 2010) T HRE(R-F—ZFFNA -+ NHEZ(T) 2/2
WU Jinglian (retired on 29 September 2010) RUB(R=ZF—FEFENA=FHRF) 1/2
KWAN Ming Heung, Peter (retired on 29 September 2010) KWAN Ming Heung, Peter (R =ZF—ZF4E A =+ HE(F) 2/2

* 0n 14 March 2011, the Company announced that Mr. GUO Wei ceased to act as the Chief
Executive Officer of the Group and Mr. LIN Yang was appointed as the Chief Executive
Officer and ceased to act as the President of the Group, all with effective from 1 April
2011. Since then, Mr. GUO Wei acted as Chairman, while Mr. LIN Yang acted as the Chief
Executive Officer of the Group.
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CORPORATE GOVERNANCE REPORT

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. On 29 September 2010, Ms. NI Hong (Hope) and
Mr. ONG Ka Lueng, Peter were appointed as the Independent Non-executive
Directors 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 the continuation of the service of the
Directors.

Code Provision A.4.2 stipulates that all directors appointed to fill a casual
vacancy should be subject to election by shareholders at the first general
meeting after their appointment. Every director, including those appointed for
a specific term, should be subject to retirement by rotation at least once
every three years.

Ms. NI Hong (Hope) and Mr. ONG Ka Lueng, Peter were appointed as the
Independent Non-executive Directors of the Company immediately after the
conclusion of the 2010 annual general meeting (the “2010 AGM") of the
Company on 29 September 2010. They will therefore be subject to re-
election by shareholders only at the next general meeting of the Company.

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.

TEERBRS
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TEERBRS

BOARD OF DIRECTORS (continued)
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.

REMUNERATION COMMITTEE

A Remuneration Committee was established on 31 August 2006 with
specific written terms of reference. As at the date of this report, the
Remuneration Committee was made up of three members which comprised
one Non-executive Director, namely Mr. Andrew Y. YAN as the Chairman, and
two Independent Non-executive Directors, namely Mr. WONG Man Chung,
Francis and Mr. ONG Ka Lueng, Peter.

Code Provision B.1.1 stipulates that a majority of the members of the
remuneration committee should be independent non-executive directors.

Prior to the 2010 AGM of the Company held on 29 September 2010, the
Remuneration Committee of the Company has four members and only half of
them were Independent Non-executive Directors. However, following the
retirement of Mr. QIU Zhongwei as a Non-executive Director and Mr. KWAN Ming
Heung, Peter as an Independent Non-executive Director of the Company, and
both of them also ceased to act as members of the Remuneration Committee of
the Company at the conclusion of the 2010 AGM, Mr. ONG Ka Lueng, Peter was
appointed as an Independent Non-executive Director and a member of the
Remuneration Committee of the Company immediately following the conclusion
of the 2010 AGM. Since then, the Remuneration Committee has three members
and majority of them are Independent Non-executive Directors.

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 key 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.

Digital China Holdings Limited  Annual Report 2010/11

E=g ()

BYFHITES

RIE £ AR RIF3.10(01) & & 5£3.10Q) fF » ARFR &R
MEBIFATEE EP - RABEEZEXERRK
S AERYBEEEENE -

BEBUFRTESERE LTRAUEIBGRZHE
EERMEBYIMELFERR - ARARR 28BY
FATEETON A LTRAEIIMGAE 2B - A
BRERBILAL -

FHEES

FHNEZEEN 2T REFN\A=T BRI X HEHH®
EHREHRE RARERY FMEEEH=2KE
MR ERER-ERUTESE BAMKEE(EREIR®
BEUPTES  BREXRAERIRERE

FRIKX EBLIKHE HFHEZRE ALK EER
BUHBTEFE -

RZE—ZEFNAZTNBROZZZE—ZSFERIBF
AEH REIZEFMEBESRTOEKEBEN EFRBF
HABIERITES - B D P RE %K AL RKWAN Ming
Heung, Peter E A R ZE—ZTFERTRBEAETERKD
ARERBARRRIZFENTESRBILERNTES UK
BETHETARANFMNEZEESKE  TREXER
R T TFERRABFASRLEREZTALRA
CRURTESERTNEZEEKE - At FHZEE
EH-ZEKEBEXRETRBOABBLIERTES -

FHEZReaR(EPRB EEFENRETEETER -
BEFRATE ROTEERHEMBRERMAZSENEERT
BREBAENHFMEBIBR - FMZESMKEHAT
BRMIGER  BHATRER /RERATE (ER) %
EERRTEEREMSRITRASNERNFMES B
BIETEA HeRBREEMRNEE -



CORPORATE GOVERNANCE REPORT

REMUNERATION COMMITTEE (continued)

As there was no major change in the remuneration policy, no Remuneration
Committee meeting was held during the year ended 31 March 2011.

Details of the Director's emoluments for the year ended 31 March 2011 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 Group since 19 December 2007. On 14 March 2011,
the Company announced that Mr. GUO Wei ceased to act as the Chief
Executive Officer of the Group and Mr. LIN Yang was appointed as the Chief
Executive Officer and ceased to act as the President of the Group, all with
effective from 1 April 2011. Since then, the roles of Chairman and Chief
Executive Officer are segregated, which are held by Mr. GUO Wei and Mr.
LIN Yang respectively. Mr. GUO is responsible for the strategic development
and management of the Group whereas Mr. LIN is responsible for the overall
business management of the Group. The above division of responsibilities
between the Chairman and Chief Executive Officer are beneficial to the
Group's overall business development as a whole.
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TEERBRS

AUDIT COMMITTEE

All members of the Audit Committee are Independent Non-executive
Directors and are 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.

The Audit Committee held four regular meetings during the year ended 31
March 2011 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 audit committee members
at the Audit Committee meetings held during the year ended 31 March 2011
are set out below:

Audit Committee Members

EREES

EREEEERRENRBIUFATEST YEAE(HSD
BEIAEEMBHRZTENE BRI ASEEAHEZER
FBRERHEZRY  RAAEEABE XL N E
BB e B R I 2 BRI B R E SN S A B 2 B AR o

REBE-Z-——F=A=+—HILFER EXEEgH
TOREREHE ROBFE-R KEOREFIUE
MEFBATALE RBEE-Z——F=A=+—-B1It
FER BEZZEENBERERZES M ZEAAL
FERSRE AT

Number of Audit Committee meetings
attended/held during the
tenure of the respective

audit committee members

EEREBEHE

RETHEMERE £

EREBEEHE BEREEEEBERE
HU Zhaoguang (Chairman) HREEE) 4/4
WONG Man Chung, Francis "R 4/4
NI Hong (Hope) (appointed on 29 September 2010) R (R=—F—FEAA -1 NHEZF) 2/2
WU Jinglian (retired on 29 September 2010) RYBR=ZF-—FFANA=FTNHREF) 1/2
KWAN Ming Heung, Peter (retired on 29 September 2010) KWAN Ming Heung, Peter (R =ZF —F £/, f =+ /1 HiET) 212

For the year ended 31 March 2011, the Audit Committee has 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 discussed auditing, 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 2011.

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

For the year ended 31 March 2011, remuneration to Auditors of the Company
were approximately HK$4,716,000 for audit services and HK$510,000 for
non-audit services (in which agreed-upon procedures on connected
transactions was HK$60,000 and agreed-upon procedures on quarterly/
interim results was HK$450,000.

INTERNAL CONTROL AND RISK MANAGEMENT
Principle

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

Internal Control

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, and will review its
effectiveness from time to time.

Internal Audit

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.
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INTERNAL CONTROL AND RISK MANAGEMENT (continued)
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;

3) 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

(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 2011, 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, risk management functions as well as the adequacy of
resources, qualifications and experience of staff of the Group’s accounting
and financial reporting function, and their training programmes and budget.

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 59 to 60 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 2011.

PRINCIPAL ACTIVITIES

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 supply chain
services and information technology services.

Details of the principal subsidiaries of the Company at 31 March 2011 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.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2011 and the state of
affairs at that date of the Company and the Group are set out in the financial
statements on pages 61 to 189 of this annual report.

The directors of the Company recommend the payment of a final dividend of
32.25 HK cents (2010: 28.26 HK cents) per share in respect of the year
ended 31 March 2011 to shareholders whose names appear on the register
of members of the Company at the close of business on 18 August 2011.
This recommendation has been incorporated in the financial statements as
an allocation of retained profits within the equity section of the consolidated
and company statements of financial position respectively.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-controlling
interests of the Group for the last five financial years is set out on page 190
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.

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 35 to the financial
statements.
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LISTING OF TDR ON TAIWAN STOCK EXCHANGE

On 24 November 2010, 260,000,000 units of Taiwan Depositary Receipts
(“TDR™)(each unit of TDR represents half an ordinary share of the Company)
were listed on the Taiwan Stock Exchange Corporation (“Taiwan Stock
Exchange”) for which 70,000,000 new ordinary shares of the Company were
allotted and issued. Further details of the issue of TDR were set out in the
announcements of the Company dated 4 October 2010, 9 November 2010, 17
November 2010 and 23 November 2010 respectively.

RESERVES

Details of movements in the reserves of the Company and the Group during
the year are set out in note 37 to the financial statements and in the
consolidated statement of changes in equity set out on pages 65 to 66 of
this annual report, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2011, the Company’s reserves available for distribution,
calculated in accordance with the Companies Act of Bermuda, amounted to
HK$1,122,536,000, of which HK$351,916,000 has been proposed as a
final dividend for the year. In addition, the Company’s share premium
account, in the amount of HK$2,041,222,000, 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)*
Mr. LIN Yang (Chief Executive Officer)*

Non-executive Directors

Mr. Andrew Y. YAN

Mr. TANG Xudong (retired on 29 September 2010)
Mr. SHENG Gang (retired on 29 September 2010)
Mr. QIU Zhongwei (retired on 29 September 2010)

* On 14 March 2011 the Company announced that Mr. GUO Wei ceased to act as the Chief
Executive Officer of the Group and Mr. LIN Yang was appointed as the Chief Executive
Officer and ceased to act as the President of the Group, all with effective from 1 April
2011. Since then, Mr. GUO Wei acted as Chairman, while Mr. LIN Yang acted as the Chief
Executive Officer of the Group.
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DIRECTORS (continued)
Independent Non-executive Directors

Mr. HU Zhaoguang

Mr. WONG Man Chung, Francis

Ms. NI Hong (Hope) (appointed on 29 September 2010)

Mr. ONG Ka Lueng, Peter (appointed on 29 September 2010)
Professor WU Jinglian (retired on 29 September 2010)

Mr. KWAN Ming Heung, Peter (retired on 29 September 2010)

At the forthcoming annual general meeting of the Company, Mr. Andrew Y.
YAN and Mr. HU Zhaoguang will retire from office by rotation in accordance
with Bye-Law 99 of the Bye-Laws. Ms. NI Hong (Hope) and Mr. ONG Ka
Lueng, Peter 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.

DISCLOSURE OF DIRECTORS’ INFORMATION PURSUANT TO RULE
13.51B(1) OF THE LISTING RULES

Changes in the information of Directors required to be disclosed under Rule
13.51B(1) of the Listing Rules are set out below:

Mr. GUO Wei ceased to act as the Chief Executive Officer of the Group but
remains as the Chairman and the Executive Director of the Group with effect
from 1 April 2011.

Mr. LIN Yang was appointed as the Chief Executive Officer of the Group and
ceased to act as the President of the Group, and remains as the Executive
Director of the Group with effect from 1 April 2011.

Mr. Andrew Y. YAN, a Non-Executive Director of the Company, was appointed
as a Director of Global Education & Technology Group Ltd (listed on the
NASDAQ, USA), with effect from 8 October 2010 which the company listed
on the same day.

REPORT OF THE DIRECTORS

HEEHS

- =4¢ )]

BB TEE

AR E L &

BEXREHE
RINEB(R=ZF—ZFFNA=ZFLAEZF)
FTREAER=_FE-—ZFTFAA=-FHNAEZ(T)
RPEHR R =F—FFAA=ZFTAHRE)

KWAN Ming Heung, Peter 5t (R=F—FF =1+ HRIE)

RARB A BRTZRRBFRE L B EERHAR
BEEREBZARMAFERESR MELCNMEARE
REREKEARMAFEI02B) (S RERFIHEER
W AR R EAE -

RELTRAUFIBSIBOKRZESEREKE

BBEBZAES LTHIEISLIBLGRERATREE
FEMZBENAT:

BREETBEEASEZERRTE  BHEBEEEX
EEZIERRTESE R_T——FHA-BER-

MEELEEZERAEBEZERENTE  THEEAE
Bz REBETAKEZATEE RT——
FHA—BER-

BREERRBZIERATERIBRZERRRRTHE
Mgl (REEMTERESTS ETNES R
E-ZFTANRERMZARTREAR LH -

2010/115F 5 AN BOSIZRB R 2 A

49



50

REPORT OF THE DIRECTORS

HEEHS

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 each other of
not less than three months’ notice, or (ii) his retirement as a director without
being re-elected as a director by the shareholders of the Company in an
annual general meeting in accordance with the Bye-Laws, or (iii) in the event
of the director’s default under the terms of the said 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 36(a) to
the financial statements.

RESTRICTED SHARE AWARD SCHEME

The Company adopted a restricted share award scheme (“RSA Scheme”) on
28 March 2011 for the purpose of rewarding and motivating, among others,
directors (including executive and non-executive) and employees of the
Company and its subsidiaries (the “Participants”) with the shares of the
Company. Details of the RSA Scheme are set out in note 36(b) 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 2011, the interests and short positions 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
“SFO") which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV 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 Part XV 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
adopted by the Company (the “Model Code”) were as follows:
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Approximate

Number of percentage of
Corporate outstanding aggregate
Name of Directors Capacity Personal Interest Interest share options Total shareholding (%)
(Note 1) (Note 6)
haRRE
W RATHREZ ZHHAEI
BEspA g4 AR R ARER BREYE By (%)
(Ht#t1) (Hite)
GUO Wei Beneficial owner and 1,504,000 149,414,286 960,000 151,878,286 13.92
Interest of controlled corporation (Note 2) (Note 3)
By ERBAARSEEE R (hiit2) (H173)
Andrew Y. YAN Interest of controlled corporation 119,111,744 — 119,111,744 10.92
(Note 4)
ol REEE R (Hiit4)
LIN Yang Beneficial owner 56,000 — 1,000,000 1,056,000 0.10
(Note 5)
w5 ERBEEA (H15%5)
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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. These 149,414,286 shares of the Company were beneficially held by Kosalaki

Investments Limited (“KIL"), of which Mr. GUO Wei is the controlling shareholder and
also a director of KIL, therefore, Mr. GUO Wei was deemed to be interested in such
shares in which KIL was interested.

3. These 960,000 share options held by Mr. GUO Wei 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.

4. These 119,111,744 shares of the Company were beneficially held by Sparkling
Investment (BVI) Limited (“SIBL”), which is wholly-owned by SAIF Partners Il L.P..
SAIF Partners Il L.P. is controlled by SAIF Il GP, L.P. which is controlled by Mr.
Andrew Y. YAN who is also a director of SIBL through SAIF IIl GP Capital Ltd.,
therefore, Mr. Andrew Y. YAN was deemed to be interested in such shares in which
SIBL was interested.

5. These 1,000,000 share options held by 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.

6. This percentage was calculated on the basis of 1,091,212,581 shares of the
Company in issue as at 31 March 2011.

Save as disclosed above, at 31 March 2011, 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 Part XV of the SFO)
which were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
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 Part XV of the SFO, or which were required to be notified to
the Company and the Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

At 31 March 2011, to the best knowledge of the Directors, the following
persons, not being a director or chief executive of the Company, had the
following interests and short positions in the shares and underlying shares of
the Company which were required to be disclosed to the Company pursuant
to Divisions 2 and 3 of Part XV of the SFO, or required to be recorded in the
register required to be kept under Section 336 of Part XV of the SFO:
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Approximate percentage of

Name Capacity Number of shares aggregate shareholding (%)

(Note 1) (Note 10)

hEHKRE

=x 55 R BAE ZBHABE D (%)

(Bt at1) (K17#10)

Kosalaki Investments Limited Beneficial owner 149,414,286 13.69

(Note 2) (i i£2) EmEAA

Sparkling Investment (BVI) Limited Beneficial owner 119,111,744 10.92
BEEBEAA (Note 3) (17#3)

SAIF 11l GP Capital Ltd. Interest of a controlled corporation 119,111,744 10.92
REEE 2R (Note 3) (/1 7#3)
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES (continued)

TERFRAROREBROZESER XA (B)

Approximate percentage of

Name Capacity Number of shares aggregate shareholding (%)
(Note 1) (Note 10)
HELRE
£ 514 RBEE ZBHE D (%)
(K1) (K1 7#10)
Allianz SE Interests of controlled corporation 65,806,000 6.03
RyEEBE 2 (Note 4) (1 7%4)
Matthews International Capital Investment manager 65,485,000 6.00
Management, LLC "ELKE (Note 5) (K7 #£5)
Legend Holdings Limited Beneficial owner/ 15,013,077/ 5.17
(Note 6) Interest of a controlled corporation 41,368,642
s A8 YR IR B BR A R (B 7F6) EnBEAN (Note 7) (1 i£7)
LB 2w
Employees’ Shareholding Society of Interests of controlled corporation 56,381,719 5.17
Legend Holdings Limited (Note 6) REEB 2w (Note 8) (H1:£8)
BB R AR A A
BIFRKRE (4ite)
FMR LLC Investment manager 54,562,000 5.00

wE KR
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES (continued)

Notes:

10.

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

KIL is controlled by Mr. GUO Wei, a director of the Company, of which Mr. GUO Wei is
also a director of KIL.

These 119,111,744 shares of the Company were beneficially held by SIBL, which is
wholly-owned by SAIF Partners Il L.P.. SAIF Partners Il L.P. is controlled by SAIF Il
GP, L.P. which is controlled by Mr. Andrew Y. YAN who is also a director of SIBL
through SAIF Il GP Capital Ltd., therefore, Mr. Andrew Y. YAN was deemed to be
interested in such shares in which SIBL was interested.

These 65,806,000 shares in aggregate were held by Allianz Global Investors Hong
Kong Ltd. of 24,119,000 shares, Allianz Global Investors Taiwan Ltd. of 3,333,000
shares, Allianz Global Investors Luxembourg S.A. of 25,639,000 shares, Allianz
Global Investors Ireland Ltd. of 12,592,000 shares and Allianz Global Investors
Capital LLC of 123,000 shares. All of them were indirectly controlled by Allianz SE.

Matthews International Capital Management, LLC was deemed to be interested in an
aggregate of 65,485,000 shares by virtue of the SFO. Those interests were held in
the capacity of investment manager.

The English names “Legend Holdings Limited” and “Employees’ Shareholding
Society of Legend Holdings Limited” are direct transliterations of their Chinese
registered names “Bt A8 BB R A E” and “BE B R AR AR B TR G
respectively.

These 41,368,642 shares of the Company 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 56,381,719 shares of the Company in which Legend Holdings Limited was
interested.

FMR LLC was deemed to be interested in an aggregate of 54,562,000 shares by
virtue of the SFO. Those interests comprised deemed interests in 48,299,300 shares
and 6,262,700 shares held by Fidelity Management & Research Company and
Fidelity Management Trust Company, Pyramis Global Advisors LLC respectively.

This percentage was calculated on the basis of 1,091,212,581 shares of the
Company in issue as at 31 March 2011.

Save as disclosed above, at 31 March 2011, the Company had not been
notified by any persons who had interests or short positions in shares or
underlying shares of the Company which were required to be disclosed to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO, or which were
required to be recorded in the register required to be kept under Section 336
of Part XV of the SFO.
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CONTINUING CONNECTED TRANSACTIONS

During the year under review, the Group entered into the following continuing
connected transactions under the Listing Rules:

(@) On 16 October 2009, the Company entered into a master sales
agreement with Lenovo Group Limited (“Lenovo”) (the “2009 Master
Sales Agreement”) with a term of three years commencing on 1 April
2010 in relation to the sales of IT products and the provision of
services by the Group to Lenovo and/or its subsidiaries (the “Lenovo
Group”) (the “Sales Arrangements”).

(b) On 16 October 2008, the Company entered into a master purchases
agreement with Lenovo (the “2008 Master Purchases Agreement”) with
a term commencing from 25 November 2008 to 31 March 2011 in
relation to the purchases of IT products by the Group from the Lenovo
Group and the provision of services by the Lenovo Group to the Group.

Legend Holdings Limited (“Legend”) was 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
were regarded as connected persons of the Company. Lenovo was therefore
also regarded as a connected person of the Company. However, Legend and
its associates were no longer as connected persons of the Company under
Chapter 14A of the Listing Rules since 22 November 2010.

For the year ended 31 March 2011, the aggregate amount of the continuing
connected transactions in relation to the sales by the Group to Lenovo Group
was approximately HK$76,762,000 and the aggregate amount of the
continuing connected transactions in relation to the purchases by the Group
from Lenovo Group was approximately HK$2,305,753,000.
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CONTINUING 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:

(a) 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) in accordance 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:

(a) 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 16 October 2008 and 16 October 2009.

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 2011 are disclosed in note 44 to the financial
statements.

DONATIONS

During the year, the Group made donation of HK$2,764,000 (2010:
HK$204,000).
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate percentage of turnover attributable to the Group’s five largest
customers was less than 30% (2010: 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 34% (2010: approximately 45%) of the
Group's total purchases and the percentage of purchases attributable to the
Group’s largest supplier was approximately 9% (2010: approximately 15%)
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 2011, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the Company’s listed
securities.

AUDITORS

The consolidated financial statements for the year ended 31 March 2011 of
the Group were audited by Ernst & Young.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, the Directors confirm that the Company has
maintained the amount of public float as required under the Listing Rules
during the year ended 31 March 2011.

ON BEHALF OF THE BOARD
RREFES

N

GUOWei 35
Chairman % J&

Hong Kong, 14 June 2011
BAE ZT-——FATHEA
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INDEPENDENT AUDITORS’ REPORT

Elf ERNST & YOUNG

= ik

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

We have audited the consolidated financial statements of Digital China
Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”)
set out on pages 61 to 189, which comprise the consolidated and company
statements of financial position as at 31 March 2011, and the consolidated
income statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated statement
of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view 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, and for such internal control as the
directors determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due
to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated 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 about whether the
consolidated financial statements are free from material misstatement.
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B B RS

AUDITORS’ RESPONSIBILITY (continued)

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and fair view
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
consolidated 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 consolidated financial statements give a true and fair view
of the state of affairs of the Company and of the Group as at 31 March 2011,
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

ZXREFESE®AA

Certified Public Accountants

HEDEAD

18th Floor, Two International Finance Centre

8 Finance Street, Central

Hong Kong
BEARREMESHER /A L8+ /\E

14 June 2011
—F-——FxATMA
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CONSOLIDATED INCOME STATEMENT

AR e W

Year ended 31 March 2011 H#E—_ZT——F=ZA=+—AIFE

2011 2010
—E——F —T-TF
Notes HK$'000 HK$’000
Wi et EBETFT BB FT
REVENUE WA 5) 56,803,774 50,178,281
Cost of sales Fizl- DN (52,891,788) (46,878,503)
Gross profit EF 3,911,986 3,299,778
Other income and gains H Al W A R e 2% 5 646,664 619,445
Selling and distribution costs HERDHEKA (2,246,123) (1,907,220)
Administrative expenses THEHR (480,973) (402,142)
Other operating expenses, net Hin= BB R FHE (369,910) (445,797)
Total operating expenses HEBEREH 6 (3,097,006) (2,755,159)
Finance costs B KA 8 (229,125) (125,021)
Share of profits and losses of: FEME T5IA R 2 5% 7 & 548
Jointly-controlled entities B 2 il 4 3 (11) (642)
Associates SR/NE] 32,333 9,589
PROFIT BEFORE TAX B B A % A 7 1,264,841 1,047,990
Income tax expense FEHER 11 (208,502) (174,288)
PROFIT FOR THE YEAR KEERR 1,056,339 873,702
Attributable to: EBN:
Equity holders of the parent ISENEIEE - F 12 1,005,385 824,299
Non-controlling interests RS 50,954 49,403
1,056,339 873,702

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY & 7 &% & it R

EQUITY HOLDERS OF THE PARENT EEERBA 14
Basic =N 96.13 HK cents &l 83.12 HK cents 1Ll
Diluted % 95.73 HK cents &1l 82.93 HK cents #ll

Details of the dividend payable and proposed for the year are disclosed in
note 13 to the financial statements.

RERZ 2 AT S R BRI B 2 5 15 80 Utk BE 755 3R R B
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Year ended 31 March 2011 HE-_T—F=ZA=+—RALLFE

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

2011 2010
=2——F —T-ZF
Note HK$'000 HK$'000
M it BETFT EEFT
PROFIT FOR THE YEAR REFERF 1,056,339 873,702
OTHER COMPREHENSIVE INCOME: Ht2mEk
Exchange differences on translation of foreign operations BINEHKHREZEN =5 83,388 1,224
OTHER COMPREHENSIVE INCOME FOR THE YEAR, BHBRBERNREE
NET OF TAX Hit2mEmK & 83,388 1,224
TOTAL COMPREHENSIVE INCOME FOR THE YEAR AEEEEBEEE 1,139,727 874,926
Attributable to: BER:
Equity holders of the parent AR R EEDS 12 1,076,317 825,046
Non-controlling interests IR RS 63,410 49,880
1,139,727 874,926
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
re BB R

31 March 2011 —E——F%=A=+—H

2011 2010
=8—-—-F —Z-TE
Notes HK$'000 HK$'000
k=3 BEFT EETFT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment WE - BERSZE 15 697,812 374,260
Investment properties BEME 16 265,581 285,472
Prepaid land premiums BALHES 17 85,409 53,072
Goodwill RS 18 228,601 —
Intangible assets ﬁﬁiﬁ? 19 3,439 2,822
Investments in jointly-controlled entities EREFCEZRE 22 33,322 3,785
Investments in associates E’\Hﬁ’r‘ BRRIZIRE 23 675,337 265,173
Available-for-sale investments AHHEZRE 24 1,596 101,496
Other receivables H el R 18 25 353,559 332,849
Deposits paid for acquisition of property gL EY &
and land use right FREERS 184,280 —
Deferred tax assets BEEFIBEE 26 40,263 49,118
Total non-current assets BIEREEE 2,569,199 1,468,047
CURRENT ASSETS RBEE
Inventories & 27 4,145,298 3,368,487
Trade and bills receivables W B 50R 3 & E R R & 29 8,323,230 6,411,961
Prepayments, deposits and other receivables FBRRIE - ke Rk EMEKRRIA 1,838,190 1,633,760
Derivative financial instruments miﬁwﬂil,ﬂ\ 32 20,203 15,508
Cash and cash equivalents ReRkBREEEY 30 3,049,455 2,772,026
Total current assets BRBEE 17,376,376 14,201,742
CURRENT LIABILITIES RBEE
Trade and bills payables ENESRARENZE 31 8,842,950 7,209,673
Other payables and accruals HiEfRIBREREH 2,401,391 1,850,178
Derivative financial instruments TEEMIE 32 — 6,456
Tax payable FEHTIE 161,434 207,492
Interest-bearing bank borrowings fi SR ITE K 33 651,980 455,711
Bond payable AREE: 34 — 226,296
Total current liabilities BRBEE 12,057,755 9,955,806
NET CURRENT ASSETS RBEEFE 5,318,621 4,245,936
TOTAL ASSETS LESS CURRENT LIABILITIES HEERABEE 7,887,820 5,713,983
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
re BB R

31 March 2011 —E—F=A=+—H

2011 2010
=t —T-ZF
Notes HK$'000 HK$'000
M Et EBETFT EETFT
NON-CURRENT LIABILITIES EkRBEE
Interest-bearing bank borrowings M B RITE R 33 1,281,576 1,040,600
Bond payable ERES 34 35,411 —
Total non-current liabilities BERBEE 1,316,987 1,040,600
Net assets BEERE 6,570,833 4,673,383
EQUITY B
Equity attributable to equity holders of the parent BRARRRELER
Issued capital BEITRA 35 109,121 102,077
Reserves (e 37(a) 5,571,959 3,810,246
Proposed final dividend BIRAER S 13 351,916 288,505
6,032,996 4,200,828
Non-controlling interests FERER 537,837 472,555
Total equity EEEE 6,570,833 4,673,383
N
~ /@/
GUO Wei 38 % LIN Yang # #
Chairman % & Director # %
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
CE AL TR

Year ended 31 March 2011 H#E—_ZT——F=ZA=+—AIFE

Attributable to equity holders of the parent

RRREEE
Employee
Share share-based Exchange Proposed Non-
Issued  premium Capital compensation ~ Reserve fluctuation Retained final controlling
capital  account reserve reserve funds reserve profits  dividend Total  interests  Total equity
PARR 3
BEfT B&f3 BX  ZfEEBZ ERRE Bk AR
BA  EER BB  HeRE REES e RBEF KBRS @i Ex  EREE
Notes  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$000  HK$'000  HK$000 HK$'000  HK$'000
Wz BEFT A¥Fr BEFT  EEFT AETr AETr BETT AEFr BT AEFr BRI
At 1 April 2009 RZEFhEMA-A 96,239 617,803 735,795 8,451 98,004 123038 1,320,576 140,030 3,139,936 90,984 3,230,920
Profit for the year REEEF = = — — — — 824,299 — 824,299 49,403 873,702
Other comprehensive income for the year: AN E ffr 2 7 M35 :
Exchange differences on translation of ANEBRE L
foreign operations ERESR - - — — — 747 — — 747 477 1,204
Total comprehensive income for the year A& [E 2 E M & £%E — — — = = 747 824,299 — 825046 49,880 874,926
Issue of shares Bk 35 5,765 361,235 — — — — — — 367,000 — 367,000
Exercise of share options TR E 35 73 5,304 = (1,077) = = = — 4,300 = 4,300
Equity-settled share option arrangements  bARR {3 3% ff 2 B R iE % 36(a) — - — 4,576 = = = = 4,576 = 4,576
Capital contribution from non-controlling % FIf B AR FERKE 2
shareholders of subsidiaries BERLE - - - - - — — — — 124548 124548
Acquisition of non-controlling interests WL RIES — — — — — — — — —  (9367) (9,367)
Gain on deemed disposal of investmentina EAME—RHBAZKE 2
subsidiary g5 — — 142449 = = = (142,449) = = = =
Partial disposal of investment in a subsidiary &~ BAREH%E — — — — — — — — — 216510 216,510
Final 2009 dividend NERERE = = = = = — — (140,030)  (140,030) —  (140,030)
Proposed final 2010 dividend RE-Z-FTERAKE 13 = — = — — —  (288,505) 288,505 = = =
Transfer to reserve funds BREHEES — — — — 48884 —  (48884) = = = =
At 31 March 2010 RZZE-ZF=A=+-H 102,077  984,342* 878244* 11950* 146,888* 123,785% 1,665,037 288,506 4,200,828 472,555 4,673,383

2010/114F ¥R
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Year ended 31 March 2011 HZE—-Z

—— = A=+—AILEE

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to equity holders of the parent

BRARRER
Employee

Share Employee  share-based Exchange Proposed Non-

Issued  premium  Capital share comp Reserve i Retained final controlling
capital  account  reserve trust reserve funds reserve profits  dividend Total interests Total equity

UR B

BRI & e xfiEEZ EXRED Bk FER
RAx  BEE EXEE REEE MeRfK REES W REEF KERE @it BE REEE
Notes  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
W# BEFT AETr BETT BEFT  BETT BETT BETT BETr BT BEFT BETT BETR
At 1 April 2010 RZZ-Z245MWA-H 102,077 984,342 878,244 - 11,950 146,888 123,785 1,665,037 288,505 4,200,828 472,555 4,673,383
Profit for the year REE R - - - - - - — 1,005,385 — 1005385 50,954 1,056,339

Other comprehensive income for the year: ~ A £ ftr 2 E 3 :
Exchange differences in translation of BHERHE L

foreign operations EXER - — - — - — 70932 - — 70932 12456 83,388
Total comprehensive income for the year ~ AEE2FE K HE - - - - - — 70,932 1,005,385 — 1076317 63410 1,139,727
Issue of shares 1kt 35 7,000 1,053,405 - - - - - - — 1,060,405 — 1,060,405
Exercise of share options ffRERE 35 44 3,475 — — (898) — — — — 2,621 — 2,621
Equity-settled share option arrangements AR 13 32 2 BB R B % 36(a) - — — — 5371 - — - - 5371 — 5,371
Contribution to employee share trust EERFESHK 36(b) - - —  (24,041) - - - - — (24041 —  (24,041)
Acquisition of non-controlling interests SRR = - - - - - - — - — —  (,183)  (1,153)
(Gain on acquisition of subsidiaries KESEHBAR RS - - - - - - - - - — 3,025 3,025
Final 2010 dividend —Z-ZEREKE - - - - - - - — (288,505) (288,505) —  (288,505)
Proposed final 2011 dividend RE-T-——FXRERE 13 — — — — - - —  (351916) 351,916 - — -
Transfer to reserve funds BRZHERS - - - - — 53392 — (53392 — — — —
At 31 March 2011 RZE-—%=zZfA=t-H 109,121 2,041,222* 878,244* (24,041)* 16,423* 200,280* 194,717 2,265,114* 351,916 6,032,996 537,837 6,570,833

*

These reserve accounts comprise the consolidated reserves of approximately

HK$5,571,959,000 (2010: HK$3,810,246,000) in the consolidated statement of

financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

meBETRER

Year ended 31 March 2011 &

E-F——

F=ZA=+—RIFE

2011 2010
—E2——F —T-TE
Notes HK$’000 HK$'000
B BMFT BT
CASH FLOWS FROM OPERATING ACTIVITIES REXBHNRSARE
Profit before tax bR 5 A& A 1,264,841 1,047,990
Adjustments for: S
Finance costs BMEKA 8 229,125 125,021
Share of profits and losses of jointly-controlled entities JE A 2L [R) 12 I 1 35 Ko Bt & N A) 2
and associates w M R E 1R (32,322) (8,947)
Interest income FEWA (37,934) (37,257)
Dividend income from available-for-sale investments AHEEZEEZBRBERA 5 (10,912) (2,373)
Loss on disposal of items of property, plant and equipment ~ HEME - BERREZEE 7 4,424 532
Fair value gain on an available-for-sale investment AHHEZREZ AFER K
(transfer from equity on disposal) (EBRaEHEER) 5 (13,622) =
Fair value gain on investment properties BEMEZATFEERE 5 (44,265) (46,956)
Gain on deemed disposal of investment in a subsidiary BAELE—HNBRARKRE 2 ks 5 — (142,449)
Gain on partial disposal of investment in a subsidiary HE—FARNBARSBAIRE 2 W= 5 — (118,217)
Gain on disposal of subsidiaries HEZRKB AR 2K 5 — (57,746)
Gain on disposal of an available-for-sale investment HE—BAEHE 2 RE 2k 5 (6,563) —
Depreciation e 7 111,563 82,867
Amortisation of prepaid land premiums BT HESEE 7 540 409
Impairment of goodwill EERE 7 - 1,572
Amortisation of intangible assets EREE#E 7 1,681 1,411
Impairment of investment in an associate REE QR 2 B ERE 7 — 7,140
Equity-settled share option expenses AR 21+ 2 B AR #E B =2 7 5,371 4,576
1,471,927 857,573
Increase in inventories FEEM (718,138) (1,232,951)
Increase in trade and bills receivables JE W B 508 T K B LR 2= 4 3 0 (1,767,008) (944,343)
Increase in prepayments, deposits and other receivables TR RIE - RS R H i FE YRR (190,227) (285,061)
Increase in trade and bills payables P E SR T & B Z 1,553,911 2,512,570
Increase in other payables and accruals Hh M IE R TBRE REM 334,714 173,779
Decrease/(increase) in derivative financial assets TESMEERD,/(E M) (4,695) 11,589
Increase/(decrease) in derivative financial liabilities fTEemargEm/ ) (6,456) 6,456
Effect of foreign exchange rate changes, net EREBHFEFH 9,714) 1,224
Cash generated from operations REMBZRE 664,314 1,100,836
Interest received BWF B 17,792 32,346
Hong Kong profits tax paid BHANBEBHNER (9,870) (10,444)
The People’s Republic of China EHTREARLRME X
corporate income tax paid FTig it (239,448) (114,257)
Net cash flows from operating activities REXBMBREREFE 432,788 1,008,481
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FeBETRNER

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 March 2011 HE-_T—F=ZA=+—RALFE

2011 2010
—E2——F —T-TE
Notes HK$’000 HK$'000
B BETFT BT

Net cash flows from operating activities KEXBHMEREREFH 432,788 1,008,481
CASH FLOWS FROM INVESTING ACTIVITIES REZHNEESARE
Purchases of items of property, plant and equipment BAME  BER&E (157,201) (68,189)
Addition to prepaid land premiums TE A £ A & 38 N 17 (24,060) (39,602)
Proceeds from disposal of items of property, plant and HEWME BEKZHEZMBHE

equipment 413 3,615
Increase in deposits paid for acquisition of property and W B W 25 T - 3 {50 PR A 4R & 35

land use right (184,280) —
Acquisition of a subsidiary U B — 1 Bt /8 8 ) 38 (190,852) —
Disposal of subsidiaries HEZHMB AR 39 — 83,921
Proceeds from partial disposal of investment in a subsidiary — H&—REHB R R HBHKE 2 5 HIEA - 6,789
Dividends received from a jointly-controlled entity WER— R % 2 B B 2,512 1,774
Dividends received from associates W % Bt & DA 2 R 8 1,348 300
Dividends received from available-for-sale investments WEAMEHEZREZ ]S 10,932 2,373
Investments in jointly-controlled entities RERESCEZRE (32,060) —
Investments in associates REERRZERE (309,367) (239,615)
Disposal of an available-for-sale investment HEAMHRBEZRE 41,974 —
Decrease in non-pledged time deposits with original maturity 7 U B8 b5 | B B i 4B = B 2 & 3K 47

of more than three months when acquired EHBERRD — 544,263
Net cash flows from/(used in) investing activities REFSE/ (FIABREREFE (840,641) 295,629
CASH FLOWS FROM FINANCING ACTIVITIES BRETHNRESAE
Proceeds from issue of new ordinary shares BOTEBRRZABRE 35 1,060,405 367,000
Exercise of share options 1710 BE AR 1 35 2,621 4,300
Contribution to employee share trust BEEREESHK 36(b) (24,041) —
New bank loans MERITER 7,149,964 6,609,202
Repayment of bank loans BERTER (6,827,085) (6,689,856)
Repayment of bond payable EEEMNES (233,645) —
Interest paid B FIE (229,125) (125,021)
Dividends paid ENERE (288,505) (140,030)
Acquisition of non-controlling interests W BB IR R A (1,153) (14,841)
Capital contribution from non-controlling shareholders of ZHEMNBRBIEERRR 2ERNLE

subsidiaries — 266,997
Net cash flows from financing activities BETHMEREREFHE 609,436 277,751
NET INCREASE IN CASH AND CASH EQUIVALENTS ReRBSEEYEMNTEE 201,583 1,581,861
Cash and cash equivalents at beginning of year FHNZREeRREEEY 2,772,026 1,190,165
Effect of foreign exchange rate changes, net EREBH s FEFHR 75,846 —
CASH AND CASH EQUIVALENTS AT END OF YEAR FRZBEERBESEEY 3,049,455 2,772,026
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERTMER

Year ended 31 March 2011 H#ZE—ZT——F=ZA=+—AILFE

2011 2010
—2—-—-F —T-TF
Notes HK$'000 HK$'000
B BETFT BT
ANALYSIS OF BALANCES OF CASH AND CASH REeRBRESEEN2
EQUIVALENTS R AT
Cash and bank balances Re RIBITEH 30 2,770,890 1,667,976
Non-pledged time deposits EHA T RER 30 278,565 1,104,050
Cash and cash equivalents as stated in the consolidated RERE BN T R
statement of financial position and the consolidated HEReRNERMEZ
statement of the cash flows RekBeEEY 3,049,455 2,772,026
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31 March 2011 —E—F=A=+—H

STATEMENT OF FINANCIAL POSITION

2011 2010
=t —T-ZF
Notes HK$'000 HK$'000
k=3 EBETFT BT
NON-CURRENT ASSETS kRBEE
Property, plant and equipment ME - BERSZE 15 272 359
Investments in subsidiaries REB AR Z®E 20 764,911 760,231
Total non-current assets HWIEREEE 765,183 760,590
CURRENT ASSETS RBEE
Prepayments, deposits and other receivables BRRIE  Ze R EMERKE 1,359 3,130
Due from subsidiaries JE W BT 8 2 Rl R IE 21 3,796,813 3,084,242
Cash and cash equivalents ReERBELZEY 30 8,575 1,347
Total current assets BREEE 3,806,747 3,088,719
CURRENT LIABILITIES REBAE
Other payables and accruals HpEMNHIBERERER 10,622 10,483
Due to subsidiaries JE 1 BT /B8 2 ] R IE 21 1,296,047 1,645,357
Total current liabilities BREYEE 1,306,669 1,655,840
NET CURRENT ASSETS RBEEFE 2,500,078 1,432,879
Net assets BEERME 3,265,261 2,193,469
EQUITY B
Issued capital BETRA 35 109,121 102,077
Reserves & 37(b) 2,804,224 1,802,887
Proposed final dividend R AR H AR S 13 351,916 288,505
Total equity BiEE 3,265,261 2,193,469

GUO Wei 385
Chairman % J&
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2.1

NOTES TO FINANCIAL STATEMENTS

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:

. sale and distribution of general information technology (“IT”)
products
. sale and distribution of systems products and provision of

related value-added services

3 provision of one-stop supply chain consultancy and execution
services to IT and other high-value density products
manufacturers and major accounts as well as providing modular
or tailor-made services

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

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.

2.1
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31 March 2011 —E——F%=A=+—H
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2.1

NOTES TO FINANCIAL STATEMENTS

B 7% ¥R 3% I =

31 March 2011 —E—F=A=+—H

BASIS OF PREPARATION (continued)
Basis of consolidation
Basis of consolidation from 1 April 2010

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 2011. The financial statements
of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. 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 intra-group
balances, transactions, unrealised gains and losses resulting from
intra-group transactions and dividends are eliminated on consolidation
in full.

Adjustments are made to bring into line any dissimilar accounting

policies that may exist.

Losses within a subsidiary are attributed to the non-controlling interest
even if that results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognised (i) the
assets (including goodwill) and liabilities of the subsidiary, (ii) the
carrying amount of any non-controlling interest and (iii) the cumulative

translation differences recorded in equity; and recognises (i) the fair

value of the consideration received, (ii) the fair value of any investment
retained and (iii) any resulting surplus or deficit in profit or loss. The

Group’'s share of components previously recognised in other

comprehensive income is reclassified to profit or loss or retained
profits, as appropriate.
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2.1

NOTES TO FINANCIAL STATEMENTS

BASIS OF PREPARATION (continued)
Basis of consolidation (continued)
Basis of consolidation prior to 1 April 2010

Certain of the above-mentioned requirements have been applied on a
prospective basis. The following differences, however, are carried
forward in certain instances from the previous basis of consolidation:

. Acquisitions of non-controlling interests (formerly known as
minority interests), prior to 1 April 2010, were accounted for
using the parent entity extension method, whereby the
differences between the consideration and the book value of
the share of net assets acquired were recognised in goodwill.

. Losses incurred by the Group were attributed to the non-
controlling interests until the balance was reduced to nil. Any
further excess losses were attributable to the parent, unless the
non-controlling interest hold a binding obligation to cover
these. Losses prior to 1 April 2010 were not reallocated
between non-controlling interests and the parent shareholders.

. Upon loss of control, the Group accounted for the investment
retained at its proportionate share of net asset value at the date
control was lost. The carrying amount of such investment at 1
April 2010 has not been restated.

2.1
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31 March 2011 —E——F%=A=+—H
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2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES

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

HKFRS 1 (Revised)

HKFRS 1 Amendments

HKFRS 2 Amendments

HKFRS 3 (Revised)

HKAS 27 (Revised)

HKAS 32 Amendment

HKAS 39 Amendment

HK(IFRIC)-Int 17

HKFRS 5 Amendments
Included in
Improvements to
HKFRSs issued
in October 2008

Improvements to
HKFRSs 2009

HK Interpretation 4
Amendment

HK Interpretation 5

First-time Adoption of Hong Kong Financial
Reporting Standards

Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards — Additional
Exemptions for First-time Adopters

Amendments to HKFRS 2 Share-based
Payment — Group Cash-settled
Share-based Payment Transactions

Business Combinations

Consolidated and Separate Financial
Statements

Amendment to HKAS 32 Financial
Instruments: Presentation —
Classification of Rights Issues

Amendment to HKAS 39 Financial
Instruments: Recognition and
Measurement — Eligible Hedged ltems

Distributions of Non-cash Assets to Owners

Amendments to HKFRS 5 Non-current
Assets Held for Sale and Discontinued
Operations — Plan to sell the
controlling interest in a subsidiary

Amendments to a number of HKFRSs
issued in May 2009

Amendments to HK Interpretation 4
Leases — Determination of the Length
of a Lease Term in respect of Hong Kong
Land Leases

Presentation of Financial Statements
— Classification by the Borrower of a
Term Loan that Contains a Repayment on
Demand Clause

Other than as further explained below regarding the impact of HKFRS
3 (Revised), HKAS 27 (Revised) and amendments to HKAS 7 included
in Improvements to HKFRSs 2009, the adoption of these new and
revised HKFRSs has had no significant financial effect on these

financial statements.
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NOTES TO FINANCIAL STATEMENTS

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES
(continued)

The principal effects of adopting the new and revised HKFRSs are as
follows:

(a)

(b)

HKFRS 3 (Revised) Business Combinations and HKAS 27
(Revised) Consolidated and Separate Financial Statements

HKFRS 3 (Revised) introduces a number of changes in the
accounting for business combinations that affect the initial
measurement of non-controlling interests, the accounting for
transaction costs, the initial recognition and subsequent
measurement of a contingent consideration and business
combinations achieved in stages. These changes will impact
the amount of goodwill recognised, the reported results in the
period that an acquisition occurs, and further reported results.

HKAS 27 (Revised) requires that a change in the ownership
interest of a subsidiary without loss of control is accounted for
as an equity transaction. Therefore, such a change will have no
impact on goodwill, nor will it give rise to a gain or loss.
Furthermore, the revised standard changes the accounting for
losses incurred by the subsidiary as well as the loss of control
of a subsidiary. Consequential amendments were made to
various standards, including, but not limited to HKAS 7
Statement of Cash Flows, HKAS 12 /ncome Taxes, HKAS 21
The Effects of Changes in Foreign Exchange Rates, HKAS 28
Investments in Associates and HKAS 31 /Interests in Joint
Ventures.

The changes introduced by these revised standards are applied
prospectively and affect the accounting of acquisitions, loss of
control and transactions with non-controlling interests after 1
April 2010.

Improvements to HKFRSs 2009 issued in May 2009 sets out
amendments to a number of HKFRSs. There are separate
transitional provisions for each standard. While the adoption of
some of the amendments results in changes in accounting
policies, none of these amendments has had a significant
financial impact on the Group. Details of the key amendment
most applicable to the Group is as follows:

. HKAS 7 Statement of Cash Flows: Requires that only
expenditures that result in a recognised asset in the
statement of financial position can be classified as a
cash flow from investing activities.
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NOTES TO FINANCIAL STATEMENTS
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL 2.3
REPORTING STANDARDS

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 Amendments Amendment to HKFRS 1 First-time Adoption
of Hong Kong Financial Reporting
Standards — Limited Exemptions from
Comparative HKFRS 7 Disclosure for
First-time Adopters?

HKFRS 1 Amendments Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards — Severe
Hyperinflation and Removal of Fixed
Dates for First-time Adopters®

HKFRS 7 Amendments Amendments to HKFRS 7 Financial
Instruments: Disclosures — Transfer of

Financial Assets?®
HKFRS 9 Financial Instruments®
HKFRS 12 Amendments to HKAS 12 Deferred tax:
Amendments Recovery of Underlying Assets*

HKAS 24 (Revised) Related Party Disclosures?

HK(IFRIC) — Int 14 Amendments to HK(IFRIC) — Int 14
Amendments Prepayments of a Minimum Funding
Requirement?
HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with
Equity Instruments*

Apart from the above, the HKICPA has issued /mprovements to
HKFRSs 2010 which sets out amendments to a number of HKFRSs
primarily with a view to removing inconsistencies and clarifying
wording. The amendments to HKFRS 3 and HKAS 27 are effective for
annual periods beginning on or after 1 July 2010 while the
amendments to HKFRS 1, HKFRS 7, HKAS 1, HKAS 34, and
HK(IFRIC)-Int 13 are effective for annual periods beginning on or after
1 January 2011 although there are separate transitional provisions for
each standard.

Effective for annual periods beginning on or after 1 July 2010
Effective for annual periods beginning on or after 1 January 2011
Effective for annual periods beginning on or after 1 July 2011
Effective for annual periods beginning on or after 1 January 2012
Effective for annual periods beginning on or after 1 January 2013

o s W N e

Digital China Holdings Limited  Annual Report 2010/11

BEMEMRENZE BB HREEN
we

4 o5 (81 75 4 83 5 R R 4 R 4R P T 5B AR
5180 K 2 2 B B M R R A AT 2 B B RIS R
3T

ERMBMEER BB BRBEREELE]L

B ZER] SREAKERAE B FHE &

R — BAREEFREE
RT3 & R ET 58 2

HEREHZHREHE!
ERMBREER BB BRBEREELE]L
F1RZEFT SREAKERAE BB &
R — R EFERR G
BRIRAZE 2 BlE 6
ERMBMEER BEZEEWERESELET
752 ER] i@ TR KE— &
EHEE?
BB MEEN =Z@HTA®
2958
ERMBREED BIZEESEAEI2R
F125% 2 EF] B FE R IR - B 16 B B
R e ARl BEAN L2 #FE?

245k (BRIEET)
ZR(BERTHERSE BIBEL(BREMBHREE

BEZES) BZEw) —aEEFIR
— REF14% RIEE 2 ERZ T HIE?

2R (BBREMBHRE REBAELEEZRTA
2EZE®)

— R BEIR

BLatES  BEGAMAENRG—F—FFEH
BUBHEER 2 HE  ERBINHZRE BT
HELEMZERT  TEENRMET —BOAFK
BB BEVBHREENEINRE LG AE
AIFE27R 2RI RN T —2F Lt A —B 2 &M
MEZRREER MBEEPBRESEAELE &
BB IMEEAETR BREGFERELR S
B EREMR LB (AR B R EREERES) -
BREFBRIEITOR T —F-A—HHZREK
R FERRER  ESEENGREHAETS
BRABIREKRX -

R-F-—FFLA-ARKZRARZIFRERBER
REZE——F-—A-HRIZEBBEZFERRER
i ——FtA-ARXZRARZIFERRER
——F A BRI ZEMIEZFERRER
RZZB-—=F A REBRAZRARZIFEPRRERK

o & W N e



2.3

NOTES TO FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Further information about those changes that are expected to
significantly affect of the Group is as follow:

HKFRS 9 issued in November 2009 is the first part of phase 1 of a
comprehensive project to entirely replace HKAS 39 Financial
Instruments: Recognition and Measurement. This phase focuses on
the classification and measurement of financial assets. Instead of
classifying financial assets into four categories, an entity shall classify
financial assets as subsequently measured at either amortised cost or
fair value, on the basis of both the entity’s business model for
managing the financial assets and the contractual cash flow
characteristics of the financial assets. This aims to improve and
simplify the approach for the classification and measurement of
financial assets compared with the requirements of HKAS 39.

In November 2010, the HKICPA issued additions to HKFRS 9 to
address financial liabilities (the “Additions”) and incorporated in
HKFRS 9 the current derecognition principles of financial instruments
of HKAS 39. Most of the Additions were carried forward unchanged
from HKAS 39, while changes were made to the measurement of
financial liabilities designated at fair value through profit or loss using
the fair value option (“FVQ”). For these FVO liabilities, the amount of
change in the fair value of a liability that is attributable to changes in
credit risk must be presented in other comprehensive income (“OCI").
The remainder of the change in fair value is presented in profit or loss,
unless presentation of the fair value change in respect of the liability’s
credit risk in OCI would create or enlarge an accounting mismatch in
profit or loss. However, loan commitments and financial guarantee
contracts which have been designated under the FVO are scoped out
of the Additions.

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety. Before
this entire replacement, the guidance in HKAS 39 on hedge
accounting and impairment of financial assets continues to apply. The
Group expects to adopt HKFRS 9 from 1 April 2013.
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NOTES TO FINANCIAL STATEMENTS
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31 March 2011 —E—%=A=+—H

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 or 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;

(c) 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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NOTES TO FINANCIAL STATEMENTS

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 investments in jointly-controlled entities are stated in the
consolidated statement of financial position 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 investments 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 investments in associates are stated in the consolidated
statement of financial position 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 investments in the associates,
except where unrealised losses provide evidence of an impairment of
the asset transferred. Goodwill arising from the acquisition of
associates is included as part of the Group’s investments in associates
and is not individually tested for impairment. Adjustments are made to
bring into line any dissimilar accounting policies that may exist.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations and goodwill
Business combinations from 1 April 2010

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the acquisition
date fair value which is the sum of the acquisition date fair value of
assets transferred by the Group, liabilities assumed by the Group to
the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each business
combination, the acquirer measures the non-controlling interest in the
acquiree either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition costs are expensed as
incurred.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual items, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date
fair value of the acquiree’s previously held equity interests in the
acquiree is remeasured to fair value as at the acquisition date through
profit or loss.

Any contingent consideration to be transferred by the acquirer is
recognised at fair value at the acquisition date. Subsequent changes
to the fair value of the contingent consideration which is deemed to be
an asset or liability is recognised in accordance with HKAS 39 either
in profit or loss or as a change to other comprehensive income. If the
contingent consideration is classified as equity, it shall not be
remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the aggregate
of the consideration transferred, the amount recognised for non-
controlling interests and any fair value of the Group’s previously held
equity interests in the acquiree over the net identifiable assets
acquired and liabilities assumed. If the sum of this consideration and
other items is lower than the fair value of the net assets of the
subsidiary acquired, the difference is, after reassessment, recognised
in profit or loss as a gain on bargain purchase.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations and goodwill (continued)
Business combinations from 1 April 2010 (continued)

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31 March. 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations and goodwill (continued)

Business combinations prior to 1 April 2010 but after 1 January 2005

In comparison to the above-mentioned requirements which were
applied on a prospective basis, the following differences applied to
business combinations prior to 1 April 2010:

Business combinations were accounted for using the purchase
method. Transaction costs directly attributable to the acquisition
formed part of the acquisition costs. The non-controlling interest was
measured at the proportionate share of the acquiree’s identifiable net
assets.

Business combinations achieved in stages were accounted for as
separate steps. Any additional acquired share of interest did not affect
previously recognised goodwill.

When the Group acquired a business, embedded derivatives separated
from the host contract by the acquiree were not reassessed on
acquisition unless the business combination resulted in a change in
the terms of the contract that significantly modified the cash flows
that otherwise would have been required under the contract.

Contingent consideration was recognised if, and only if, the Group had
a present obligation, the economic outflow was more likely that not
and a reliable estimate was determinable. Subsequent adjustments to
the contingent consideration were recognised as part of goodwill.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of non-financial assets

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 and goodwill), 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 in these expense categories consistent with the
function of the impaired asset.

An assessment is made at the end of each reporting period 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.
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NOTES TO FINANCIAL STATEMENTS

B 7% ¥R 3R I =

31 March 2011 —E—%=A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)
Related parties

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

(a) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) 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;
(c) 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

(g) 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.

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. 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 the recognition
criteria are satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciation.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment and depreciation (continued)

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:

Leasehold land and buildings Over the lease terms or 2% to 5%,
whichever is shorter

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

10% to 33%

10% to 20%

Leasehold improvements

Fixtures and 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 financial year
end.

An item of property, plant and equipment and any significant part
initially recognised 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 during the period of construction. Construction
in progress is reclassified to the appropriate category of property,
plant and equipment when completed and ready for use.
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NOTES TO FINANCIAL STATEMENTS
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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 end of the reporting
period.

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.

For a transfer from investment properties to owner-occupied
properties, the deemed cost of a property for subsequent accounting
is its fair value at the date of change in use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite or
indefinite. Intangible assets with finite lives are subsequently
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
financial year end.

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.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Intangible assets (other than goodwill) (continued)
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.
Where 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
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments and other financial assets
Initial recognition and measurement

Financial assets within 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 investments, or as
derivatives designated as hedging instruments in an effective hedge,
as appropriate. The Group determines the classification of its financial
assets at initial recognition. When financial assets are recognised
initially, they are measured at fair value, plus, in the case of
investment not at fair value through profit or loss, directly attributable
transaction costs.

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.

The Group’s financial assets include cash and cash equivalents, trade
and bills receivables, deposits and other receivables, available-for-sale
investments and derivative financial instruments.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments and other financial assets (continued)
Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

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.
This category includes derivative financial instruments entered into by
the Group that are not designated as hedging instruments in hedge
relationships as defined by HKAS 39. Derivatives are also classified as
held for trading unless they are designated as effective hedging
instruments. Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value with changes
in fair value recognised in the income statement. These net fair value
changes do not include any dividends or interest earned on these
financial assets, which are recognised in accordance with the policies
set out for “Revenue recognition” below.

The Group evaluates its financial assets at fair value through profit or
loss (held for trading) to assess whether the intent to sell them in the
near term is still appropriate. When the Group is unable to trade these
financial assets due to inactive markets and management’s intent to
sell them in the foreseeable future significantly changes, the Group
may elect to reclassify these financial assets in rare circumstances.
The reclassification from financial assets at fair value through profit or
loss to loans and receivables or available-for-sale financial assets
depends on the nature of the assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After
initial measurement, such assets are subsequently measured at
amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in the income
statement. The loss arising from impairment is recognised in the
income statement in other operating expenses.
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NOTES TO FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments and other financial assets (continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in unlisted equity and debt securities. Equity investments
classified as available for sale are those which are neither classified as
held for trading nor designated at fair value through profit or loss.
Debt securities in this category are those which are intended to be
held for an indefinite period of time and which may be sold in
response to needs for liquidity or in response to changes in market
conditions.

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment valuation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in the income
statement in other income, or until the investment is determined to be
impaired, at which time the cumulative gain or loss is recognised in
the income statement and removed from the available-for-sale
investment valuation reserve. Interest and dividends earned are
reported as interest income and dividend income, respectively and are
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.

The Group evaluates its available-for-sale financial investments
whether the ability and intention to sell them in the near term are still
appropriate. When the Group is unable to trade these financial assets
due to inactive markets and management’s intent to do so significantly
changes in the foreseeable future, the Group may elect to reclassify
these financial assets in rare circumstances. Reclassification to loans
and receivables is permitted when the financial assets meet the
definition of loans and receivables and the Group has the intent and
ability to hold these assets for the foreseeable future or to maturity.
The reclassification to the held-to-maturity category is permitted only
when the entity has the ability and intent to hold until the maturity
date of the financial asset.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

For a financial asset reclassified out of the available-for-sale category,
any previous gain or loss on that asset that has been recognised in
equity is amortised to profit or loss over the remaining life of the
investment using the effective interest rate. Any difference between
the new amortised cost and the expected cash flows is also amortised
over the remaining life of the asset using the effective interest rate. If
the asset is subsequently determined to be impaired, then the amount
recorded in equity is reclassified to 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 when:

. the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from
an asset or has entered into a pass-through arrangement, 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. In that case, the Group also recognises an associated liability.
The transferred asset and the associated liability are measured on a
basis that reflects the rights and obligations that the Group has
retained.

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.
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NOTES TO FINANCIAL STATEMENTS
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31 March 2011 —E—%=A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether there
is any objective evidence that a financial asset or a group of financial
assets is impaired. A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after
the initial recognition of the asset (an incurred “loss event”) and that
loss event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications that a
debtor or a group of debtors is experiencing significant financing
difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses
individually whether objective evidence of impairment exists for
financial assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it
includes the assets in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are not included in
a collective assessment of impairment.

If there is objective evidence that an impairment loss 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 yet been incurred). The present value of the estimated future cash
flows is discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial recognition). If
a loan has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate.

The carrying amount of the assets is reduced either directly or through
the use of an allowance account and the amount of the loss is
recognised in the income statement. Interest income continues to be
accrued on the reduced carrying amount and is accrued using the rate
of interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together with
any associated allowance are written off when there is no realistic
prospect of future recovery.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment loss
is increased or reduced by adjusting the allowance account. If a future
write-off is later recovered, the recovery is credited to other expenses
in the income statement.

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.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the
end of each reporting period whether there is objective evidence that
an investment or a group of investments is impaired.

If an available-for-sale investment 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 removed from other
comprehensive income and recognised in the income statement.

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline in
the fair value of an investment below its cost. The determination of
what is “significant” or “prolonged” requires judgement. “Significant”
is evaluated against the original cost of the investment and“prolonged”
against the period in which the fair value has been below its original
cost. Where there is evidence of impairment, the cumulative loss -
measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that investment
previously recognised in the income statement - is removed from other
comprehensive income and recognised in the income statement.
Impairment losses on equity instruments classified as available for
sale are not reversed through the income statement. Increases in their
fair value after impairment are recognised directly in other
comprehensive income.
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NOTES TO FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities
Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate. The Group determines the
classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initial at fair value and in the
case of loans and borrowings, plus directly attributable transaction
costs.

The Group’s financial liabilities include trade and bills payables, other
payables, derivative financial instruments, interest-bearing bank
borrowings and a bond payable.

Subsequent measurement

The measurement of financial liabilities depends on their classification
as follows:

Loans and borrowings

After initial recognition, interest-bearing bank borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in
the income statement when the liabilities are derecognised as well as
through the effective interest rate method amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the income statement.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those contracts
that require a payment to be made to reimburse the holder for a loss it
incurs because that specified debtor fails to make a payment when
due in accordance with the terms of a debt instrument. A financial
guarantee contract is recognised initially as a liability at its fair value,
adjusted for transaction costs that are directly attributable to the
issuance of the guarantee. 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 end of the reporting period; and (ii) the
amount initially recognised less, when appropriate, cumulative
amortisation.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

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.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if, and only if, there
is currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices or dealer
price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs. For financial
instruments where there is no active market, the fair value is
determined using appropriate 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.

Derivative financial instruments
Initial recognition and subsequent measurement

The Group uses derivative financial instruments such as forward
currency contracts to hedge its foreign currency risk. 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 of derivatives are
taken directly to the income statement.

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.
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NOTES TO FINANCIAL STATEMENTS
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31 March 2011 —E—%=A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, 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
when acquired, less bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash management.

For the purpose of the statement of financial position, cash and cash
equivalents comprise cash on hand and at banks, including term
deposits, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised for
a provision is the present value at the end of the reporting period of
the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
income statement.

A contingent liability recognised in a business combination is initially
measured at its fair value. Subsequently, it is measured at the higher
of (i) the amount that would be recognised in accordance with the
general guidance for provisions above; and (ii) the amount initially
recognised less, when appropriate, cumulative amortisation recognised
in accordance with the guidance for revenue recognition.

Income tax

Income tax comprises current and deferred tax. Income tax relating to
items recognised outside profit or loss is recognised outside profit or
loss, either in other comprehensive income or 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, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period,
taking into consideration interpretations and practices prevailing in the
countries in which the Group operates.
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NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Income tax (continued)

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period 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:

o where the deferred tax liability arises from initial recognition of
goodwill or 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

o in respect of taxable temporary differences associated with
investments in subsidiaries, associates and 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:

. 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 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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NOTES TO FINANCIAL STATEMENTS
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31 March 2011 —E—%=A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period 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. Unrecognised deferred tax

assets are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

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 by the end of the reporting period.

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.

Where the grant relates to an asset, the fair value is credited to a

deferred income account and is released to the income statement over

the expected useful life of the relevant asset by equal annual
instalments or is deducted from the carrying amount of the asset and
released to the income statement by way of a reduced depreciation
charge.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)
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” below;

(c) from the rendering of services, on the percentage of completion
basis, as further explained in the accounting policy for
“Contracts for services” below;

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

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

(f) dividend income, when the shareholders’ right to receive
payment has been established.

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.
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NOTES TO FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Contract accounting (continued)

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.

Contracts for services

Contract revenue on the rendering of services comprises the agreed
contract amount. Costs of rendering services comprise labour and
other costs of personnel directly engaged in providing the services and
attributable overheads.

Revenue from the rendering of services is recognised based on the
percentage of completion of the transaction, provided that the
revenue, the costs incurred and the estimated costs to completion can
be measured reliably. The percentage of completion is established by
reference to the costs incurred to date as compared to the total costs
to be incurred under the transaction. Where the outcome of a contract
cannot be measured reliably, revenue is recognised only to the extent
that the expenses incurred are eligible to be recovered.

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.
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NOTES TO FINANCIAL STATEMENTS

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”).

In situations where equity instruments are issued and some or all of
the goods or services received by the Group as consideration cannot
be specifically identified, the unidentifiable goods or services are
measured as the difference between the fair value of the share-based
payment transaction and the fair value of any identifiable goods or
services received at the grant date.

The cost of equity-settled transactions with employees for grants after
7 November 2002 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 36(a) to the financial statements.

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. The cumulative
expense recognised for equity-settled transactions at the end of each
reporting period 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.
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NOTES TO FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

No expense is recognised for awards that do not ultimately vest,
except for equity-settled transactions where vesting is conditional
upon a market or non-vesting condition, which are treated as vesting
irrespective of whether or not the market or non-vesting condition is
satisfied, provided that all other performance and/or service 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, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total fair
value of the share-based payment transaction, 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. This includes any award
where non-vesting conditions within the control of either the Group or
the employee are not met. 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 modification of the original award, as described in the
previous paragraph. All cancellations of equity-settled transaction
awards are treated equally.

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Employee benefits (continued)
Restricted share award scheme

The Company operates restricted share award scheme (“RSA
Scheme”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s
operations. Employee share trust is established and administered by
an independent trustee and is funded by the Group’s cash
contributions. The considerations paid (including any related
transaction costs) by the Company to purchase share of the Company
for the RSA Scheme are deducted from equity as employee share
trust. The administrator of the employee share trust purchases the
Company’s share in the open market as award shares to employees
upon vesting.

The fair value of the award shares granted under the RSA Scheme is
recognised as employee benefit expenses over the vesting period.

Upon vesting of the award shares, the corresponding amount in the
employee share-based compensation reserve will be transferred to the
employee share trusts.
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NOTES TO FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Employee benefits (continued)
Pension schemes

The Group operates a defined contribution Mandatory Provident Fund
retirement benefit 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
People’'s Republic of China (the “PRC”) 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.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs capitalised.
All other borrowing costs are expended in the period in which they are
incurred. Borrowing costs consist of interest and other costs that an
entity incurs in connection with the borrowing of funds.

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained profits within the equity section of the statement
of financial position, 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

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 recorded by the
entities in the Group are initially recorded using their respective
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
end of the reporting period. 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 end of the reporting period, the assets and
liabilities of these entities are translated into the presentation currency
of the Company at the exchange rates ruling at the end of the
reporting period and their income statements are translated into Hong
Kong dollars at the weighted average exchange rates for the year. The
resulting exchange differences are recognised in other comprehensive
income and accumulated in the exchange fluctuation reserve. On
disposal of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in
the income statement.

Any goodwill arising on the acquisition of a foreign operation and any
fair value adjustments to the carrying amounts of assets and liabilities
arising on acquisition are treated as assets and liabilities of the foreign
operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, 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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NOTES TO FINANCIAL STATEMENTS

B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

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 end of the
reporting period. 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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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, 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
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. A considerate
amount of judgement is required in assessing the ultimate realisation
of these inventories. If the market conditions were to change, resulting
in a change of provision for obsolete items, the difference will be
recorded in the period it is identified.

Estimation of fair value of investment properties

As disclosed in note 16 to the financial statements, investment
properties are revalued at the end of the reporting period 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 end of the reporting
period are used. The carrying amount of investment properties at 31
March 2011 was approximately HK$265,581,000 (2010:
HK$285,472,000).
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty (continued)
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 units 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 units and also to
choose a suitable discount rate in order to calculate the present value
of those cash flows. The net carrying amount of goodwill at 31 March
2011 was approximately HK$228,601,000 (2010: Nil). More details
are given in note 18 to the financial statements.

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. The
net carrying amount of intangible assets at 31 March 2011 was
approximately HK$3,439,000 (2010: HK$2,822,000).

Deferred tax

Deferred tax is determined using tax rates (and tax laws) that have
been enacted or substantially enacted by the end of the reporting
period and are expected to apply when the related deferred tax asset
is realised or the deferred tax liability is settled. Certain entities of the
Group were recognised as “High New Technology Enterprise” in
Mainland China and entitled to a preferential corporate income tax
rate at 15% during three years from 1 January 2008 to 31 December
2010. The tax regulations call for a renewal process after the expiry.
For the measurement of deferred tax assets and liabilities judgement
is required to determine whether these entities will continue to meet
the criteria of “High New Technology Enterprise” and estimate the tax
rates expected to apply to 2011 and after. 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 carrying amount of net deferred tax assets at 31 March
2011 was approximately HK$40,263,000 (2010:HK$49,118,000).

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 the
end of each reporting period.
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty (continued)
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 policies 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
statement of financial position 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.

OPERATING SEGMENT INFORMATION

For management purposes, 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 reportable operating 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 reportable segments.
Particulars of the Group’s four reportable operating segments are
summarised as follows:

(a) 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;

3.

TR ARG E ()
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OPERATING SEGMENT INFORMATION (continued)

(c) the “Supply Chain Services” segment engages in the provision
of one-stop supply chain consultancy and execution services to
IT and other high-value density products manufacturers and
major accounts, including various processes of management
over transportation logistics, transaction processing, financing
and information data, as well as providing modular or tailor-
made services; and

(d) the “Services” segment engages in offering IT planning and IT
systems consultation, design and implementation of industry
application software and solutions, outsourcing of IT system
operation and maintenance, provision of systems integration,
consultancy and training, etc.

Management monitors the results of its operating segments separately for
the purpose of making decisions about resources allocation and
performance assessment. Segment performance is evaluated based on
reportable segment profit/(loss), which is a measure of adjusted profit/
(loss) before tax. The adjusted profit/(loss) before tax is measured
consistently with the Group'’s profit before tax except that interest income,
finance costs, unallocated corporate income and gains, unallocated
corporate expenses and share of profits and losses of jointly-controlled
entities and associates are excluded from such measurement.

A restructuring had undergone in one of the business units, the Teleco
Accounts Team, which transformed the business of distribution of
systems products to the provision of systems integration and
consultation services since the previous financial year. During the
current year, the Group carried out an organisational restructuring by
incorporating the Teleco Accounts Team of the Systems Business into
the Information Technology Services Group with an aim of
strengthening the service transformation and centralising the
management of businesses, and targeting at the telecommunications
industry’s customers. Moreover, during the current year, upon the
consideration of the more well-prepared transformation, the Group
reclassified the results of this business unit from the “Systems”
segment into the “Services” segment and restated the related results
of the previous financial year in order to provide a more appropriate
presentation for the operating segment information.

Segment assets exclude available-for-sale investments, deferred tax
assets, derivative financial instruments, cash and cash equivalents
and other unallocated corporate assets as these assets are managed
on a group basis.

Segment liabilities exclude derivative financial instruments, tax
payable, bond payables and other unallocated corporate liabilities as
these liabilities are managed on a group basis.
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NOTES TO FINANCIAL STATEMENTS
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OPERATING SEGMENT INFORMATION (continued)

The following tables present revenue, profit and certain asset, liability
and expenditure information for the Group’s operating segments for
the years ended 31 March 2011 and 2010.

31 March 2011 —E—F%=A=+—H

4. RKeEpIMER (F)

TREJIAEBEHE"T——FR_T-—FTF=H
SH-RALEFELLELB2BA  BNRETEE

EEREREH -

Distribution Systems Supply Chain Services Services Consolidated
28 S HEE R 83 e
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
Z2-—-% -Z-%F Z=Z%--% C-%-%F CZ®--% Z%-%Ff Z=ZB--§% C-Z-%F =ZB--F Z-T-%%
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
BT BEFT BETT BETFT BEFT BETT BYEFT BT BETFT BEFT
(Restated) (Restated)
(231) (&71)
Segmentrevenue: 2 HKA:
Sales to external HETHI
customers zp 26,918,084 22,721,957 13,823,493 12,666,781 10,020,579 8,775,449 6,041,618 6,014,094 56,803,774 50,178,281
Segment gross profit 2 HEF| 1,179,010 998,858 1,346,195 1,193,776 418,027 306,347 968,754 800,797 3,911,986 3,299,778
Segment results SBEE 450357 234,559 599,871 391,303 119,283 91,345 228,882 190,695 1,398,393 907,902
Interest income, FISBA
unallocated APBEBAR
revenue and gains 2 303,677 504,382
Unallocated expenses 9 283 %2 (240,426) (248,220)
Finance costs BERA (229,125) (125,021)
Share of profitsand ~ FE{5 N5 AR Z &
osses of: FIREE:
Jointly-controlled HREEHCE
entities — — — — — — 1) (642) (1) (642)
Associates - UNG| — — — — — — 32,333 9,589 32,333 9,589
Profit before tax BB AR R 1,264,841 1,047,990
Income tax expense  FT5 B & B (208,502) (174,288)
Profit for the year AERRF 1,056,339 873,702
2010/115F 4 fR M IS IZR AR A A
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31 March 2011 —E—F=A=+—H

OPERATING SEGMENT INFORMATION (continued)

4. RKeEpIMER (F)

Distribution Systems Supply Chain Services Services Consolidated
28 EY it 1 58 FR A5 PR % REa
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
-g-—-% -%-%% Z%--§ -T-TF C-B--% C-ZT-%F =-B--%f _-T-%% <=ZB--§ CT-%F%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRI BEFT BETT BEFT BETT BB FT BETT BT BETT BEFT
(Restated) (Restated)
(Z5) (E31)
Assets and liabilites EBER &M
Segment assets AHEE 4,761,455 3,575,818 4,333,067 3,411,823 1,578,273 1,218,455 3,685,272 2,657,347 14,358,067 10,863,443
Investments in TA S5 R 72 il 4 %
jointly-controlled ZRE
entities — — — — — 33,322 3,785 33,322 3,785
Investments in RBERRZRE
associates — — — — — 675,337 265,173 675,337 265,173
Unallocated assets ADBEE 4,878,849 4,537,388
Total assets wEE 19,945,575 15,669,789
Segment liabilities £ S EE 4520875 336495 3,243,947 2508551 1159918 1074057 2907702 2408644 11,832,442 9,356,204
Unallocated liabilities & 7 %8 & & 1,542,300 1,640,202
Total liabilities nafE 13,374,742 10,996,406
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4. OPERATING SEGMENT INFORMATION (continued)

Distribution Systems
ol EX
2011 2010 2011

“B-——-f %% ZB--%
HK$'000  HK$'000  HK$'000

2010
T-2F
HK$'000

BMFT E¥TT EEFT  EETT

B 7% ¥ 3R I 7
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REDDER R

Supply Chain Services Services Consolidated
14 e 38 BR R #% RE
2011 2010 2011 2010 2011 2010

-g--% “2-%F -8--f “T-%TF “B--§ -—T-%F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BT E¥TrT EETr  EETrT  EETr  EETT

(Restated) (Restated)
(E3) (£71)
Other segment information: ~ Hfh 2 HEH
Depreciation of property, Mm% - BER
plant and equipment REZ
e 7,299 9,317 15,586 11,700 5,615 4,958 42,293 25,434 70,793 51,409
Unallocated amounts KRG 40,770 31,458
111,563 82,867
Amortisation of intangible BRBEESRH
assets — — — — — — 1,681 1,41 1,681 1,41
Amortisation of prepaid Bl e
land premiums B
— Unallocated —RDH 540 409
Capital expenditure* e 3,107 3,103 19,652 18,005 13,335 8,447 54,734 20,679 90,828 50,234
Unallocated amounts KB 285,454 57,557
376,282 107,791
Impairment of trade Y E 5 IRR
receivables B 4,790 64,861 33,019 51,958 21,262 637 8,351 18,791 67,422 136,247
Provisions for/(reversal of REFE
provisions) and B/
write-off of obsolete (BfpRm)
inventories &k 29,489 91,206 14,158 7,351 (4,532) 20,725 4,176 4,216 43,291 123,498
Impairment of goodwill HERE — — — — — — — 1,572 — 1,572
Impairment of investment REHE DB Z
in an associate RERE — — — — — — — 7,140 — 7,140

Capital expenditure consists of addition of property, plant and equipment
and prepaid land premiums.

Geographical information

Since over 90% of the Group’s revenue from external customers is
generated in the Mainland of the PRC (“Mainland China”) and over 90%
of the non-current assets of the Group (except for interests in associates)
are located in Mainland China, no geographic information is presented.

Information about a major customer

During the years ended 31 March 2011 and 2010, none of the
Group’s revenue was derived from transactions with a single external
customer amounting to 10% or more of the Group’s revenue.

* EARAXBERENE BERXKBREMNLHBAS -

HRAEEREHIINTL 2B A BIO%R A
(e B KB |) 22 4 B AN & B (BRp0 Bt & A B 2 1%
& 9N B #B90% FE R B) & EE i 70 AP B K BE - B p
2 EEF -

TERFEHR

BE— T K" T-ZF=A=1HILFERN
7R B LB A AR B B {E B E MR PR 5 Z WA
REBEZ W A10%3KIA £ »

2010/115F 5k MMM BOSIZRB R 2 A
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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.

NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3% I 7

5. WA EtlARKE

WATRAAEBE 2 EXE EREFPHEER
HERBE2EZEHREERRBFHE - LR
S®EE ) -

&7

An analysis of revenue, other income and gains is as follows: WA Et A R a2 2T :
Group
FEH
2011 2010
—B——&F —TTH
Note HK$'000 HK$'000
B BT B For
Revenue KA 56,803,774 50,178,281
Other income HAt A
Government grants' R T R B 82,429 57,430
Bank interest income RITH B A 17,792 32,346
Imputed interest income on Hih U RIBE 4 2
other receivables HEFBEHA 20,142 4,91
Gross rental income BAS KA 33,779 36,732
Dividend income from available-for-sale investments A i i & 2 1& & 2 fx S A 10,912 2,373
Others HAt 42,461 16,500
207,515 150,292
Gains &
Fair value gain on investment properties REMEZ AFEERE 44,265 46,956
Fair value gain on an available-for-sale investment ~ Al HE 2 K& 2 A FEE Kz
(transfer from equity on disposal) (BEELE#ER) 13,622 =
Gain on derivative financial instruments: MTESRTE KRS :
Realised gain EEHR W 124,500 93,454
Unrealised gain RER W = 20,203 9,052
Gain on deemed disposal of investment in a BAHE—HNBRARKEZ
subsidiary* gzt — 142,449
Gain on partial disposal of investment in a HE—HWBARBHIREZ
subsidiary* 1y g — 118,217
Gain on disposal of subsidiaries** & % BB DR 2 et 39 — 57,746
Gain on disposal of an available-for-sale investment & — Al & 2 & 2 iz 6,563 =
Foreign exchange differences, net SNEF =B 229,540 =
Others HAth 456 1,279
439,149 469,153
646,664 619,445
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NOTES TO FINANCIAL STATEMENTS

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 PRC, the development
of software products in Mainland China, and the investments in specific
provinces in Mainland China. There are no unfulfilled conditions or
contingencies relating to these grants.

The gain on deemed disposal of investment in a subsidiary recognised during
the year ended 31 March 2010 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 90.96% to 80.49% upon
the injections of in capital of DCITS by the non-controlling shareholders.

The gain on partial disposal of investment in a subsidiary recognised during
the year ended 31 March 2010 arose from the disposal of the Group's
19.51% equity interest in DCITS. The Group held 60.98% equity interest in
DCITS after the disposal.

The gain on disposal of subsidiaries recognised during the year ended 31
March 2010 arose from the disposal of the Group’s 100% equity interest in
DGT Information Systems Limited (“DGT"”) and its subsidiaries. Further
details of the disposal of subsidiaries are set out in note 39 to the financial
statements.

The English name of this company is the direct transliteration of its Chinese
registered name.

B 7% ¥ 3R I 7
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LBUK Hfth i A K e 25 ()

#it

AEECHHEETRABRBBHIRTZBTHEE
RPBAERBERGEERRNTRAEREEAMHETRE
AR E TR A - %5 B BB R 2 Rk
HARER -

BRERHE—HMBARKREZ RS  DEREE
—E-EF=ZRA=+ - HLEFERAFZERBRREAE
AFAEEHERRSMEBHRE S BZMREERAA ([
MEBDER BASERBMNEEMBEAERER
90.96% # 58 2 80.49% I £ & ©

ERLE—HHBRARBNEREZRE  DEARBE
—E-ZEE=-A=+-BLFEAAEERERIMNE
B219.51% % - ERHER  AKEFHENEL
60.98% fix & °

BERLEZHMBARAZKE  NEARBE_F—F
FZA=T—HIEFERNREEHE 8 MEESER R
HAERAR(HMETBERREDREMB AR Z
100% K - ERHESHHBRRIZE —FHBAR
I BA 5 SR B 5 39 ©

FZARZEXEBNEZEEMBR 2P XA -

TOTAL OPERATING EXPENSES EEERAAR
An analysis of total operating expenses by nature is as follows: RBEEE D 2EE i UNNE
Group
rEE
2011 2010
—E——F —ZT-ZF
HK$’000 HK$'000
BT B F T
Selling expenses HEE 305,803 262,367
Promotion and advertising expenses HE & E BEH 173,167 146,697
Staff costs included in operating expenses FIRNEEBRZEIKA
(including directors’ remuneration (note 9)) (BREE=ME H79) 1,513,311 1,317,415
Other expenses Hin & H 1,104,725 1,028,680
3,097,006 2,755,159

2010/115F 5k MMM BOSIZRB R 2 A
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31 March 2011 —E—F=A=+—H

PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

7. BRBAIEF

AEBZ BB R E LM GEA)

2011 2010
—E-——F —TITF
Notes HK$'000 HK$’000
M BEFT BB TFor
Cost of inventories sold EHFEERAE 51,527,231 45,680,114
Depreciation e 15 111,563 82,867
Amortisation of prepaid land premiums T8 4 i & B 5 17 540 409
Impairment of goodwill* 7 2R B * 18 — 1,572
Research and development costs 9% R B B B AR 244,990 171,404
Amortisation of intangible assets** BB EEE 19 1,681 1,411
Impairment of investment in an associate* N RN e - R — 7,140
Minimum lease payments under operating leases in T REFZ HRELE
respect of land and buildings HERS 113,015 103,124
Auditors’ remuneration ZER M & 4,716 4,100
Employee benefits expense (including directors’ EERAFAZ(BEESEMS
remuneration (note 9)): (Kt &£9)) :
Wages and salaries TERF® 1,542,940 1,387,345
Equity-settled share option expenses VARR 17 215 2 6 AR #E A <2 5,371 4,576
Pension scheme contributions*** RN @ 5T &8 x> 115,318 97,015
Other benefits H A 1E A 253,910 194,362
1,917,539 1,683,298
Provisions for and write-off of obsolete inventories* PRETERE R M 43,291 123,498
Write-off of other receivables* E fth, JE Ui 3K T8 i 8E * 2,411 1,500
Impairment of trade receivables* JE U B 5 iR R E * 29 67,422 136,247
Loss on disposal of items of property, plant and HEME BERZEZER
equipment 4,424 532
Direct operating expenses (including repairs and ARDEEeNEEMENERE
maintenance) arising on rental-earning investment CEBR(BREBNRE)
properties 9,207 10,133
Rental income on investment properties less direct BEWMEZHS WA RE
operating expenses of HK$9,207,000 BB A4 % %9,207,0007T
(2010: HK$10,133,000) (ZZE—ZF: 8%
10,133,0007T) (24,572) (26,599)
Foreign exchange differences, net HNEE F E R (229,540) 717
L The impairment of goodwill, the impairment of investment of an associate, * HMERE REERARAZKRERE REFEREGR

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” in the consolidated income statement.

*x The amortisation of intangible assets is included in “Cost of sales” in the

consolidated income statement.

rx At 31 March 2011, the Group had no material forfeited contributions

* K

available to reduce its contributions to the pension schemes in future years

(2010: Nil).
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FINANCE COSTS il & B A
An analysis of finance costs is as follows: BMERKAZ AT
Group
r~EE
2011 2010
—E——f ZT-TF
HK$'000 HK$'000
BYEFT BE T
Interest on bank borrowings RITERFE 82,018 53,892
Interest on bond payables BRAESF B 11,234 15,116
Interest on discounted bills BEHAEERNES 135,873 56,013
229,125 125,021
DIRECTORS’ REMUNERATION EEME

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:

RESEBEXZMERAREFES EMARR( LT
RAUDEERRAGAEIO UG REZAFEES
M :

Group

rE
2011 2010
—E——f —T-TF
HK$’000 HK$'000
BETT BB FT
Fees e 600 600

Other emoluments: HME S :

Salaries, allowances and benefits in kind e EEREWEF 8,228 8,463
Performance related bonuses H3 R IR B 8 2 FE AT 29,478 3,395
Equity-settled share option expenses (rofe) VABR 19 32158 2 B % e B = (M ) 625 1,051
Pension scheme contributions BAREFTEIH R 68 60
38,399 12,969
38,999 13,569

2010/114F ¥R
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31 March 2011 —E—F=A=+—H

9. DIRECTORS’ REMUNERATION (continued)

NOTES TO FINANCIAL STATEMENTS

9. ESZTM=H)

(@  Independent non-executive directors (@ BIUIPTEES
The fees paid to independent non-executive directors during REERN EXNTHBIFATEEZHAS
the year were as follows: R UNNE
2011 2010
—E——F —Z-TF
HK$’000 HK$’000
EBEFT BEFT
Mr. HU Zhaoguang HEELE 150 150
Mr. WONG Man Chung, Francis BENRELE 150 150
Ms. NI Hong (Hope)! {52 4T /M98 75 =
Mr. ONG Ka Lueng, Peter! TRELE! 75 -
Professor WU Jinglian2 R B2 75 150
Mr. KWAN Ming Heung, Peter? KWAN Ming Heung, Peter /¢ 42 75 150
600 600
1 Appointed on 29 September 2010 L RZZE-—ZTFNA-THhAEZE
2 Retired on 29 September 2010 2 R-E-—FTFENA-THAEME
There were no other emoluments payable to the independent REEN WELNTEIENTESEMN

non-executive directors during the year (2010: Nil).
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31 March 2011 —E——F%=A=+—H

9. DIRECTORS’ REMUNERATION (continued) 9. EEHS (E)
(b)  Executive directors and non-executive directors (b) HITEESRIHTES
Salaries,

allowances Performance Equity-settled Pension
and benefits related  share option scheme Total
Fees in kind bonuses expenses contributions remuneration

e BRE UROBXMFZ

BER B EhRE Bikg

ue BUEA AL Bx HEMR  #MesH

HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
BETT EBEFT BEETx BETT BETn  EBETn

(Note) (i)
2011 —E—-%
Executive directors: HITEE:
Mr. GUO Wei BrEE - 5,510 21,375 306 34 27,225
Mr. LIN Yang wis T E - 2,718 8,103 319 34 11,174
- 8,228 29,478 625 68 38,399
Non-executive directors: HHTEE:
Mr. Andrew Y. YAN B EE - - - - - -
Mr. TANG Xudong! TR o A - - - - - -
Mr. SHENG Gang! B 4 A - - - - - -
Mr. QIU Zhongwei' Bf A {8 o AL - - - - - -
- 8,228 29,478 625 68 38,399

2010/115F 5 AN BOSIZRB R 2 A
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31 March 2011 —E—F=A=+—H

9. DIRECTORS’ REMUNERATION (continued) 9. EEMS (E)
(b)  Executive directors and non-executive directors (continued) (b)) HITEERFITES(E)
Salaries,
allowances Performance  Equity-settled Pension
and benefits related  share option scheme Total
Fees in kind bonuses expenses contributions remuneration
e HBERE UROHINHZ
=4 £ Bk RikE
we ENEA 2K Ax et Mess
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFr  EEFr  EETFr BEFr  EEFr EETr
(Note) (i)
2010 “E-%%
Executive directors: HITEZE:
Mr. GUO Wei BREE - 5,682 2,263 515 30 8,490
Mr. LIN Yang Wiz 5 & - 2,781 1,132 536 30 4,479
- 8,463 3,395 1,051 60 12,969
Non-executive directors: FHTEE:
Mr. Andrew Y. YAN B k& - - - - - -
Mr. TANG Xudong EBRTAE - - - - - -
Mr. SHENG Gang? BRI A2 - - - - - -
Mr. QIU Zhongwei BRFR {2 5 A& - - - - - -
Mr. CHEN Derek? CHEN Derek 7t 43 - - - - - -
- 8,463 3,395 1,051 60 12,969
1 Retired on 29 September 2010 L RZZE-—ZTFRA-THhRARME
z Appointed on 10 November 2009 2 RZZTZNE+—A+AEZGE
3 Resigned on 10 November 2009 3 RZZBZENF T —ATHEE

There was no arrangement under which a director waived or
agreed to waive any remuneration during the year.

Note: In prior year, certain directors were granted share options, in respect
of their services to the Group, under the share option scheme of the
Company, further details of which are set out in note 36(a) to the
financial statements. The fair value of such options, which has been
recognised in the income statement over the vesting period, was
determined as at the date of grant and the amount included in the
financial statements for the current year is included in the above
directors’ remuneration disclosures.
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10.

FIVE HIGHEST PAID EMPLOYEES

NOTES TO FINANCIAL STATEMENTS

10.

The five highest paid employees during the year included two (2010:
two) directors, details of whose remuneration are set out in note 9
above. Details of the remuneration of the remaining three (2010:
three) non-director, highest paid employees for the year are as follows:

B 7% ¥ 3% I 7

31 March 2011 —E——F%=A=+—H

AUBREFHES
AEEZANRSFMESREMA(CE—2F:
MB)EE  REZHMESFBRN EXMHFEIA - £
T=2CZ—Z2F =ZR)FEFZHFFHES
RAFEZMEFBEHBNT

Group

rEE
2011 2010
—E—-—-F —2—Z%F
HK$'000 HK$’000
BETFT BB
Salaries, allowances and benefits in kind e RHEREDEF 3,081 3,374
Performance related bonuses LRI B 2 TEAT 9,010 5,732
Equity-settled share option expenses (note) AR A 2 B8 R i B = (A ) 895 161
Pension scheme contributions FEYNe A (KT 100 91
13,086 9,358

The number of non-director, highest paid employees whose
remuneration fell within the following bands is as follows:

MENTFTRIBEZIEERZZSTHEE ZA
EQ N

Number of employees

BEAR
2011 2010
—E——fF —T-TF
Nil to HK$2,000,000 Z £ % #2,000,0007T - -
HK$2,000,001 to HK$2,500,000 75 #2,000,0017T 2 /& #2,500,0007C 1 2
HK$2,500,001 to HK$3,000,000 75 12,500,001 7T £ 7 #3,000,0007T - =
HK$3,000,001 to HK$3,500,000 7% 13,000,001 7T £ 7% #3,500,0007T - -
HK$3,500,001 to HK$4,000,000 75 #3,500,0017T 2 /% #4,000,0007T 1 -
HK$4,000,001 to HK$4,500,000 75 #4,000,0017T & 7% #£4,500,0007T - =
HK$4,500,001 to HK$5,000,000 7% #4,500,0017T £ 7% #5,000,0007C - 1
HK$5,000,001 to HK$5,500,000 75 #5,000,0017T £ 75 #5,500,0007T - =
HK$5,500,001 to HK$6,000,000 75 15,500,001 7T Z 7 #6,000,0007C - =
HK$6,000,001 to HK$6,500,000 75 6,000,001 7T £ 5 %6,500,0007T - =
HK$6,500,001 to HK$7,000,000 75 #6,500,0017C £ 7 #7,000,000 7T - =
HK$7,000,001 to HK$7,500,000 75 #7,000,001 7T = 7% #7,500,0007C 1 -
3 3

2010/11F 5k  MINEIGIERBR AT
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10.

11.

NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

FIVE HIGHEST PAID EMPLOYEES (continued) 10. EfUB S HMHMES(E)

Note:  During the year, share options were granted to certain non-director, highest Wat: RAFE  ETHEEZHERTHEERARAEER
paid employees, in respect of their services to the Group, under the share HERFmMERANARBREF BB T2 BRE  &—
option scheme of the Company, further details of which are set out in note B BE A I MR EM E36) - ZFEREHATF
36(a) to the financial statements. The fair value of such options, which has BEDAREARET  TEREBHAERERA
been recognised in the income statement over the vesting period, was BR M AXFEIBRRNEBENIERBER EX
determined as at the date of grant and the amount included in the financial NEEEZESFTHESHER -
statements for the current year is included in the above non-director, highest
paid employees’ remuneration disclosures.

INCOME TAX EXPENSE 11. FBHER

2011 2010
—E——F —E-ZF
HK$'000 HK$’000
BETFT BEFT

Group: rEE:

Current — Hong Kong REF-FE - 6,773
Current — PRC REEZ-# 197,859 192,457
Deferred (note 26) iR IE (7 i726) 10,643 (24,942)

Total tax charge for the year AFEERBI LA 208,502 174,288

(a)

(b)

(c)

No provision for Hong Kong profits tax has been made for the
Hong Kong subsidiaries for the year ended 31 March 2011 as
the Hong Kong subsidiaries had no estimated assessable
profits arising in Hong Kong. During the year ended 31 March
2010, Hong Kong profits tax had been provided at the rate of
16.5% on the estimated assessable profits arising in Hong
Kong.

PRC corporate income tax represents tax charged on the
estimated assessable profits arising in Mainland China. In
general, the PRC subsidiaries of the Group are subject to the
PRC corporate income tax rate of 25% except for certain PRC
subsidiaries which are entitled to preferential tax rates.

The share of tax charge attributable to the jointly-controlled
entities of approximately HK$473,000 (2010: HK$279,000)
and the share of tax charge attributable to the associates of
approximately HK$10,377,000 (2010: share of tax credit of
approximately HK$2,643,000) are included in “Share of profits
and losses of jointly-controlled entities” and “Share of profits
and losses of associates” respectively, in the consolidated
income statement.
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(a)

(b)

(c)

HREEHNBARGEETBE LM ER
Bioghl  EALERBEMBARANEE
—E-—F=ZA=+-HILFERFEMNEH
EHEE HE-_T-—FTF=A=+—A1It
FEAR BENSRDRERTBEL 25
JEER T FI|3216.5% 2 B X 5T & o

TREIMEMASHRENRBEAREES 2
AR A PTEIR 2B IR o BRE TR EME A
AZERBEEFIN  AEEZHEWNERF
—REBEGATBEDEMSHR 2B EB25% °

BHEAXRENECEZHAIHOBEE
473,0007T (=& — T £F : % ¥279,0007T) &
Bt = N A) 2 B IR ST H 4978 %10,377,000T (=
T —TF: BB @ KB %2,643,0007T)
EDRIGt ARG E Wz k2 [ 15 £ R &
2 2 m A R B R R [ R B S QR 2
MEEEIA -




11.

12.

NOTES TO FINANCIAL STATEMENTS

B 7% ¥ 3% I 7

31 March 2011 —E——F%=A=+—H

INCOME TAX EXPENSE (continued) 11. FE%EARGE)
A reconciliation of the tax expense applicable to the profit before tax BEARBIRABHDENBARMERERRZ E
at the statutory rates for the jurisdictions in which the Company and EMEFERBAEMZHIES L @ BIRERHEX
the majority of its subsidiaries are domiciled to the tax expense at the AHEZBEEIEEE  UREATEENEERX)
effective tax rates, and a reconciliation of the applicable rates (i.e., BB EEIRAT
the statutory tax rates) to the effective tax rates, are as follows:
Group 2011 2010
rE —E——F —E-TF
HK$’000 % HK$'000 %
BEFT BAkE BT Bk
Profit before tax BR %54 Al 4 A 1,264,841 1,047,990
Tax at the applicable tax rate RERRERFE 2BIE 316,210 25.0 261,998 25.0
Lower tax rates for specific provinces or local BHE&AM S HEERL T
authority Z B AR & (111,965) (8.9) (98,219) (9.4)
Profits and losses attributable to jointly- H R 7 b 5 R A E]
controlled entities and associates Z R R EE (8,080) (0.6) (2,236) (0.2)
Tax effect of unused tax losses not recognised AR FER 2 A &) B 5 18 &5 18
IR 2 35,522 2.8 20,776 2.0
Income not subject to tax BERRTZBA (76,342) (6.0) (77,619) (7.4)
Expenses not deductible for tax NI H 2 B 86,338 6.8 90,636 8.6
Tax losses utilised from previous periods FABFSHEZHERSE (33,181) (2.6) (21,048) (2.0)
Tax charge at the Group'’s effective rate BEASBERRETEZ
FRIES 208,502 16.5 174,288 16.6
PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE 12. BARKRREMLER

PARENT

The consolidated profit attributable to equity holders of the parent for
the year ended 31 March 2011 includes a loss of approximately
HK$67,274,000 (2010: HK$37,400,000), which was arrived at after
deducting dividend income received from a subsidiary and other
intercompany income totalling approximately HK$383,215,000
(2010: HK$295,927,000) from the Company’s profit of approximately
HK$315,941,000 (2010: HK$258,527,000), that has been dealt
with in the financial statements of the Company (note 37(b)).

FAARRRMBERERNBE—_ZT——F=A=+—
BIEFENSRRRREMLES RN KEBARF
& Al 49 /& 7 #5315,941,000C (ZF — T F: B
258,527,0007T)  #0 Fr 2K B M B 2 8 Ik & Ik A
& H A A A A A #5478 #383,215,0007T
(Z=—Z 4 : #%295,927,0007T) % - BHEARB
#67,274,0007T (= & — Z 4 : % #37,400,0007T)
(Bt 5E37(b)) °

2010/11F 5k  MINEIGIERBR AT
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3R I =

31 March 2011 —E—%=A=+—H

DIVIDENDS 13. KE
2011 2010
—EB2-—-F ZT-TF
HK$'000 HK$'000
EBETT BT T

Proposed final dividend — 32.25 HK cents BORAR MRS - B E @ AR32.25% 1L
(2010: 28.26 HK cents) per ordinary share (ZE—ZF:28.26%1l) 351,916 288,505

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

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$1,005,385,000 (2010: HK$824,299,000), and
the weighted average of 1,045,911,614 (2010: 991,754,252)
ordinary shares in issue during the year.

The calculation of diluted earnings per share amount for the year
ended 31 March 2011 was based on the profit for the year ended 31
March 2011 attributable to ordinary equity holders of the parent of
approximately HK$1,005,385,000 (2010: HK$ 824,299,000) and
1,050,205,872 (2010: 994,025,926) ordinary shares, which
represented the weighted average of 1,045,911,614 (2010:
991,754,252) ordinary shares in issue during the year ended 31
March 2011, and the weighted average of 4,294,258 (2010:
2,271,674) 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 2011.
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14.

AEEHRHIRRPKRESREARARRAEB K LT
ZRFBFERE LA -

BRAREBERRREESRER

EASRANDZAEE 2B AREBRKRERE
16 % 7 49 7% #1,005,385,0007 (B —Z 4 : B 1K
824,299,0007T) AR RAFEAE BT LR 2
pn o F 5 51,045911,614 (= T — T F:
991,754,2520% )5t &

HE-_Z—— ==+t RHLEEBEERA
M BEBEE-—_ZE——F=A=t+—RHItFEZH
7 A1) A% % B FE G i B 4975 % 1,005,385,0007T (=
T — T4 #1824,299,0007T) &% 1,050,205,872 %
(== — ZT 4 : 994,025,926 /% ) & i@ % 5T & o 1tk B
DHEEAENBE—"E——F=FA=1+—HILFER
2 BB 1T AR 2 N 5 £01,045,911,614 0% (=
T — T F:991,754,252%) LEREE=ZF ——
FZA=1T—HLEFEANZABHARITEZ BRE
WHRAETEIHRAEDEERTETER 2 NE
T 15 £14,294,258/% (= & — T 4 : 2,271,674/%) 2
B o
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

PROPERTY, PLANT AND EQUIPMENT 15. YME - BERRKE
Group RE
Leasehold Fixtures and
land and Leasehold office Motor  Construction
buildings improvements  equipment vehicles in progress Total
HELH £ER
kEF HELE BAZERE RE ERIR Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT BEFT BETr EEFT BEFT EETn
31 March 2011 —E-—-%zZfA=1+-H
At 31 March 2010 and 1 April 2010: RZE—ZHE=F=+—-HK
—T-TENA—H
Cost R AME 174,724 87,099 478,397 29,806 8,071 778,097
Accumulated depreciation it E (18,862) (68,051)  (299,093)  (17,831) - (403,837)
Net carrying amount REFE 155,862 19,048 179,304 11,975 8,071 374,260
At 1 April 2010, net of accumulated RZZ-TFMA—-R
depreciation Nk EFME 155,862 19,048 179,304 11,975 8,071 374,260
Additions NE - 14,230 83,461 8,218 62,033 167,942
Acquisition of subsidiaries (note 38) Y B % PRI BT B A Rl (47 7238) - 1,402 168,139 567 11,399 181,507
Disposals & - (125) (4,592) (120) - (4,837)
Transfers from investment properties HEEERENE 63,230 5,252 - - - 68,482
Transfers from construction in progress BRAERETRE - 6,463 16,407 - (22,870) -
Depreciation provided during the year AEEHE (4,827) (20,361)  (82,848) (3,527) - (111,563)
Exchange realignment R 7,845 905 11,576 533 1,162 22,021
At 31 March 2011, net of accumulated R-E——%=fF=+—8H"
depreciation MKk E 222,110 26,814 371,447 17,646 59,795 697,812
At 31 March 2011: R-—E——%=R=1+—8:
Cost XA E 246,748 109,672 830,180 37,217 59,795 1,283,612
Accumulated depreciation 2t E (24,638) (82,858)  (458,733)  (19,571) - (585,800)
Net carrying amount IR EFE 222,110 26,814 371,447 17,646 59,795 697,812
2010/11 55k 18N EIFER AR A A
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NOTES TO FINANCIAL STATEMENTS
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31 March 2011 —E—%=A=+—H

15. PROPERTY, PLANT AND EQUIPMENT (continued) 15. ¥ - BERRXEGE)
Group (continued) REE(E)
Leasehold Fixtures and
land and Leasehold office Motor  Construction
buildings improvements  equipment vehicles in progress Total
HELH KEK
REF HEXE BAZHRE nE ERIR Bt

HK$'000 HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
E¥TT  E¥TT EETrT E¥TT  E¥TT EETT

31 March 2010 —E2-Z%=R=+-H
At 1 April 2009: RZZZNFNA—R:
Cost K AE 174,724 85,539 455,670 29,977 5,538 751,448
Accumulated depreciation 2t E (14,895) (55,749)  (264,490)  (18,547) - (353,681)
Net carrying amount REFE 159,829 29,790 191,180 11,430 5,538 397,767
At 1 April 2009, net of accumulated RZEZNENA—B -
depreciation Mk RFME 159,829 29,790 191,180 11,430 5,538 397,767
Additions NE - 6,439 55,463 3,754 2,533 68,189
Disposals & - (176) (3,514) (457) - (4,147
Disposal of subsidiaries (note 39) & W B AR (47 7£39) = (1,339) (3,343) = = (4,682)
Depreciation provided during the year AEEHE (3,967) (15,666) (60,482) (2,752) - (82,867)
At 31 March 2010, net of accumulated RZB-SF=A=+—-H"
depreciation MKk RFAME 155,862 19,048 179,304 11,975 8,071 374,260
At 31 March 2010: R-E-—ZF=F=+—8H:
Cost RAE 174,724 87,099 478,397 29,806 8,071 778,097
Accumulated depreciation 2ihE (18,862) (68,051)  (299,093) (17,831) - (403,837)
Net carrying amount REFE 155,862 19,048 179,304 11,975 8,071 374,260
The Group’s leasehold land and buildings are situated in Mainland AEBZHE L RIEFHMNFEARRE - I AF
China and are held under medium term leases. EMAREE -
At 31 March 2011, one of the Group’s properties situated in Mainland RZZE——F=ZA=+—H A5EEB—EZRF
China with a net carrying amount of approximately HK$26,440,000 K FE E IR EFE X B #26,440,0000 (=2 —Z4F :
(2010: Nil) was pledged to secure certain bank loans granted to the EIZYEETUER  EAXSEESE TR
Group (note 33). Bz &R (B 3E33) ©

Digital China Holdings Limited  Annual Report 2010/11
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

PROPERTY, PLANT AND EQUIPMENT (continued) 15. Y% BWEKRSZEE)
Company AAT
Leasehold Office Motor
improvements equipment vehicles Total
HE£E WAZRE "E st
HK$'000 HK$'000 HK$'000 HK$'000

BYEFT BEFT BEFT BT

31 March 2011

At 31 March 2010 and 1 April 2010:

—®--F=A=1-H

RZE-ZTF=A=+—-HK
—Z-ZFMA—H:
Cost XA B 2,990 1,249 985 5,224
Accumulated depreciation BEITE (2,922) (958) (985) (4,865)
Net carrying amount IR EFE 68 291 - 359

At 1 April 2010, net of accumulated
depreciation

Additions
Depreciation provided during the year

RZZE—ZTFWA—H -

Mmex Rt E 68 291 - 359
NE - 67 - 67
AEEHE (51) (103) - (154)

At 31 March 2011, net of accumulated
depreciation

R-_ZT——F®=A=+—H8"
HBREHE 17 255 - 272

At 31 March 2011:

RZZE——F=HA=+—8:

Cost XA ME 2,990 1,227 - 4,217
Accumulated depreciation 2EHE (2,973) 972) - (3,945)
Net carrying amount IR FE 17 255 - 272

2010/115F 5 MMM BOGIZRB R 2 A
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31 March 2011 —E—%=A=+—H

15. PROPERTY, PLANT AND EQUIPMENT (continued) 15. "% - BERRE(HE)
Company (continued) AT (&)
Leasehold Office Motor
improvements equipment vehicles Total
HEEE MRERB "E &5t
HK$'000 HK$'000 HK$'000 HK$'000

EBETT EETT EBETTT EETT

31 March 2010 —E-ZHF=H=1+-H
At 1 April 2009: R-ZZFEZTNFNA—B:
Cost KA B 2,990 1,261 985 5,236
Accumulated depreciation Rt E (2,871) (947) (985) (4,803)
Net carrying amount IREFE 119 314 - 433
At 1 April 2009, net of accumulated RZZETNERA—AB -
depreciation M 254 E 119 314 - 433
Additions NE - 81 - 81
Depreciation provided during the year KEEHE (51) (104) - (155)
At 31 March 2010, net of accumulated RZZE—TF=A=+—80"
depreciation KRR E 68 291 - 359
At 31 March 2010: R-E—ETF=A=+—Q:
Cost B A& 2,990 1,249 985 5,224
Accumulated depreciation REHE (2,922) (958) (985) (4,865)
Net carrying amount IR EFE 68 291 = 359
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NOTES TO FINANCIAL STATEMENTS

B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

INVESTMENT PROPERTIES REME

Group

EEE
2011 2010
—E——F —T-TF
HK$’000 HK$’000
EBEFT BT
Carrying amount at 1 April ROA—BZIREE 285,472 238,516
Net profit from a fair value adjustment (note 5) BAFEEAR & A7) 44,265 46,956
Transfer to owner-occupied property/prepaid land premium HEREREAEAYE AN LES (74,748) -
Exchange realignment BE 50 2 10,592 -
Carrying amount at 31 March R=A=+—HZIEAE 265,581 285,472

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 2011
by Vigers Appraisal & Consulting Limited, independent professionally
qualified valuers, at approximately HK$265,581,000 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 42(a) to the financial statements.

At 31 March 2010, one of the Group’s investment properties situated
in Mainland China with a carrying amount of approximately
HK$22,969,000 was pledged to secure certain bank loans granted to
the Group (note 33).

Further particulars of the Group’s investment properties as at 31
March 2011 are as follows:

REEZRE WGP ERE - 3 LAPHHEL
A e

RZE——F=A=+—H FrEKEELREVXHB
VEEXSERGEEMBETEETHERBAERAR
EAFRMBEAETRHAEEEZTHHNBE
265,581,0007C - ZEREMERBELEHOL A
TE=ZL E—STHFBEREH R M RENE
42(a) °

RECZE—ZEF=FA=+—H FAEE—FELZATEH
A BE E IR E B 4978 #22,969,000 2 R B W %EE T
AER - ERAKEHESE TRITERZER (M
#£33) °

REZBE——F=A=+—H AEEREVE £
—HEHBEHINNT

Attributable

interest of

Location Use Tenure the Group
1t B AE FH FEBELER
Digital Technology Plaza, Office building Medium term lease 100%

No.9 Shangdijiu Street, NN
Haidian District,

Beijing,

The PRC

HEIL R T8 RE

F i R BEIEIHR

R R ES

R A
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31 March 2011 —E—%=A=+—H

17. PREPAID LAND PREMIUMS 17. BEfAL#iE£
Group
EEE
2011 2010
—E——F —T-TF
HK$’000 HK$’000
BYFT BT
Carrying amount at 1 April ROA—BZIREE 54,272 15,079
Additions NE 24,060 39,602
Transfers from investment properties BRERERENE 6,266 =
Amortisation during the year REFHH (540) (409)
Exchange realignment R 2,603 =
Carrying amount at 31 March R=A=+—BzZKREE 86,661 54,272
Current portion included in prepayments, mEBHS R EEEMKE
deposits and other receivables e & E A g KIE (1,252) (1,200)
Non-current portion FE T B E6 19 85,409 53,072

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

At 31 March 2011, a certificate of land use right with respect to one
of the Group’s leasehold land situated in Mainland China with an
aggregate net carrying amount of HK$22,462,000 (2010:
HK$39,602,000) had not been issued by the relevant government
authorities. Subsequent to the financial year end, the Group obtained
the certificate.
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AREEZAE - 35960 7 BIRRE - 30 LA B 49
A -

RZB——F=F=+—H G@BUTHE=NR®
AEE - ECRTEREERTDFELENEER
22,462,000 (= F — Z 4 : 7 ¥39,602,0007T) &
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NOTES TO FINANCIAL STATEMENTS

B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

GOODWILL 18. EE
The amount of goodwill capitalised as an asset, arising from the WEZENB AR RFEEREREEME N
acquisition of subsidiaries and non-controlling interests, was as BEZEHEBSHENT
follows:
Group
rEH
2011 2010
—E——f —E-ZF
HK$'000 HK$’000
BEFT BT
At 1 April: REOA—A:
Cost K AE 47,730 52,578
Accumulated impairment ZERE (47,730) (52,578)
Net carrying amount R E - =
Cost at 1 April, net of accumulated impairment ROA—BZKAE -
kR 25RE - -
Acquisition of subsidiaries (note 38) W B8 % [ KT B A ] (47 i£38) 223,252 =
Acquisition of non-controlling interests Ui B IF 128 AR 21 - 6,619
Disposal of subsidiaries (note 39) & KT B A A (7 2#39) - (5,047)
Impairment during the year AEFRE - (1,572)
Exchange realignment ME N AR 5,349 -
Net carrying amount at 31 March R=A=+—HZEEFE 228,601 -
At 31 March: R=ZA=+—8:
Cost PR ME 276,331 47,730
Accumulated impairment 2R E (47,730) (47,730)
Net carrying amount 1R EFE 228,601 =

2010/115F 5 MMM BOGIZRB R 2 A
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B 7% ¥R 3R I =

31 March 2011 —E—%=A=+—H

GOODWILL (continued)
Impairment testing of goodwill

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

The recoverable amount of the industry application software and
solutions 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%.

Key assumptions were used in the value in use calculation of the
industry application software and solutions 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 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.

During the year ended 31 March 2010, due to the continuous losses
incurred by the subsidiary principally engaged in 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$1,572,000 was fully impaired.
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BERERR
EREBEHEBZRECIETEERARN TR
AN RASCELFEM  WLRRB D - LETTRE
BRI -

TEERBUMEBRARRSELEBM ZATKE
BENREEREEEE MERBEDRKRARE
BREEEMHECAFHNYBREERNZRESR
EE -BHURSREMER ZWHRETR6% °

AETERABRGERBASTRASELEM 2E
REERSIEHEZRR -

TXHMEREERETHERENABAR SR
EMRBEZEREIZMREK:

BEEHFX -BEENXBEZEEEERER
BEFEMN —BAFEMRSZENEX -
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EHHHEECNBRARBESSER B2 KER
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INTANGIBLE ASSETS
Group

NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

19. BREE

3
Deferred
Patents and development Systems
licences costs software Total
HAER ERERR
AR B A RE UM Mt
HK$'000 HK$'000 HK$'000 HK$'000

BEFT BYE T BEFT BYEFT

31 March 2011

At 1 April 2010:

—E——%=ZH=t+-—H

R-ZZE—FTFMA—AB:

Cost B AE 6,457 - 35,181 41,638
Accumulated amortisation and impairment B EERRE (3,635) - (35,181) (38,816)
Net carrying amount IR % B 2,822 - - 2,822

Cost at 1 April 2010, net of accumulated
amortisation and impairment

R-ZF-—TERMA—HZ
PAME » R R A

KR A 2,822 - - 2,822
Acquisition of subsidiaries (note 38) W i % KT B 2 B (47 i#38) - 2,136 - 2,136
Amortisation provided during the year REFEH (1,439) (242) - (1,681)
Exchange realignments fE 5 AR 89 73 - 162
At 31 March 2011 R=—F——F=A=+—H 1,472 1,967 - 3,439

At 31 March 2011:

R=—F——F=R=+—H8:

Cost K AE 6,457 2,136 35,181 43,774
Accumulated amortisation and impairment B EEERE (4,985) (169) (35,181) (40,335)
Net carrying amount IR % B 1,472 1,967 - 3,439

2010/11F 3R 18N EISIEAR B R A A
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19. INTANGIBLE ASSETS (continued) 19. EREE (&)
Group (continued) REE(E)
Patents and Systems
licences software Total
=R
FrOEE R RF T Fe)
HK$'000 HK$'000 HK$'000
BT T BT BT T
31 March 2010 —2-ZF=ZHA=+-8H
At 1 April 2009: R-TTAEMA—A:
Cost KA B 6,457 35,181 41,638
Accumulated amortisation and impairment B #EERE (2,224) (35,181) (37,405)
Net carrying amount IR % B 4,233 = 4,233
Cost at 1 April 2009, net of accumulated RZZTNFEA—BZKAE "
amortisation and impairment R RET# 8 RO E 4,233 = 4,233
Amortisation provided during the year REEZHH (1,411) - (1,411)
At 31 March 2010 RZZE—FF=A=+—H 2,822 - 2,822
At 31 March 2010: R-E—ZTF=F=+—8:
Cost BN} 6,457 35,181 41,638
Accumulated amortisation and impairment B #ERRE (3,635) (35,181) (38,816)
Net carrying amount IR EF B 2,822 = 2,822
20. INVESTMENTS IN SUBSIDIARIES 20. AHEBERARIZERE
Company
KAF
2011 2010
—E——fF ZT-TF
HK$’000 HK$'000
BETT EE T
Unlisted shares, at cost LMD - BRA 699,407 699,407
Capital contribution in respect of employee share-based UBROhSZHEEZHEEARLE
compensation 65,504 60,824
764,911 760,231
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20.

INVESTMENTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries are as follows:

Place of incorporation/

NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

20, RMBRAAZKRE (&)
TENBRARFENAT:

Nominal value of Percentage of equity attributable to

registration and issued and the Company

Name operations paid-up capital Direct Indirect Principal activities
ARRELER
ERKL BETR HAL

A BRREELY BRRAZEE HE % TEEH
Digital China (BVI) Limited British Virgin Islands US$5,125 100 - Investment holding
EBERRES 5,125% T RERK
Digital China Limited Hong Kong HK$2 - 100 Investment holding
BINEEE AR DA N BT REZR
Digital China (China) Limited** Mainland China HK$1,000,000,000 - 100 Systems integration and
8N &S (R E) BB AR e 3 7 11,000,000,0007% distribution of IT products
ZRERRAHITER
Chengdu Digital China Limited** Mainland China HK$5,000,000 - 100 Systems integration and
B ER A N BB R A ) B K BE 7 #5,000,0007T distribution of IT products
ZRERRAHITE R
Shenyang Digital China Limited** Mainland China HK$5,000,000 - 100 Systems integration and
EEeNEBEERAR LlETpN 3 7 #5,000,0007T distribution of IT products
ZBERRAHITER
Shanghai Digital China Limited** Mainland China HK$30,000,000 - 100 Systems integration and
EEMMNEBEERAR" B K BE 7% %30,000,0007T distribution of IT products
ZRERRAHITER
Digital China (Shenzhen) Limited** Mainland China HK$12,000,000 - 100 Systems integration and
BMEE ORI BER AR LK B 7##12,000,0007 distribution of IT products
ZRERRAHITER
Xian Digital China Limited** Mainland China HK$10,000,000 - 100 Systems integration and
AZHMNEBEERAF" B K BE 7#10,000,0007% distribution of IT products
ZRERRAHITER
Navimentum Information System Ltd.** Mainland China HK$120,000,000 - 100 Systems integration and
(Formerly known as “Wuhan Digital B KB 7 1120,000,0007T distribution of IT products

China Limited"+#)
BMBNESREARDA

(AAaBIREBNEBER AR

2010/11 4 5]
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20. INVESTMENTS IN SUBSIDIARIES (continued) 20.

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

RBARZRE (&)
TEMNBRARFEEBNAT : (B)

Place of incorporation/ Nominal value of Percentage of equity attributable to

registration and issued and the Company

Name operations paid-up capital Direct Indirect Principal activities
ARRELER
EMRL/ BETR HAL

A BRREELY BRRAZEE HE % TEEH
Nanjing Digital China Limited** Mainland China HK$3,000,000 - 100 Systems integration and
HREMEBEERAR" 1G5 7 13,000,0007T distribution of IT products
ZEEXRAHITER
Guangzhou Digital China Limited*- Mainland China HK$12,000,000 - 100 Systems integration and
&N 38 N B IE B R A Al LGN 3 #%1#12,000,0007T distribution of IT products
ZHERRDHITE R
Jinan Digital China Limited** Mainland China HK$2,000,000 - 100 Systems integration and
EReMEIEERAR" LGN 3 7 #2,000,0007T distribution of IT products
ZEEXRAHITER
Digital China Marketing & Services Ltd. British Virgin Islands US$1 - 100 Investment holding
EBEBRRES IE RERRK
Digital China Technology Limited Hong Kong/Mainland China HK$1,000,000 - 100 Distribution of IT products
WNEBRRERERAR BB/ REAE #11,000,0007 DHITE S
Digital China Advanced Systems Limited ~ Hong Kong/Mainland China HK$300,000,000 - 60.98 Systems integration and
BMEBEXRGARAA B/ RE KR ##%300,000,0007T distribution of IT products
ARERRAHITER
Digital China (HK) Limited Hong Kong HK$10,000 - 100 Distribution of IT products
BN (FB)BER AR BB 7 #10,0007T DHITEM
E-Olympic International Limited British Virgin Islands Us$1 - 100 Holding of trademarks
EBGEBRES IE FARRG
Digital China Networks, Ltd. British Virgin Islands US$10,000,000 - 100 Investment holding
HHEBEREERAA" EBGEBRMES 10,000,000 7t REZR
Digital China Networks (HK) Limited Hong Kong/Mainland China HK$2 - 100 Distribution of
BMEABERE(BFER)BRAT B/ AR BT networking products
DEHBEEM
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INVESTMENTS IN SUBSIDIARIES (continued) 20.

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

RBARZRE (&)
TENBRARFEEBENAT : (B)

Place of incorporation/ Nominal value of Percentage of equity attributable to

registration and issued and the Company
Name operations paid-up capital Direct Indirect Principal activities
ARRELER
EMRL/ BETR HAL
A BRREELY BRRAZEE HE % TEEH
Digital China (Shanghai) Networks Mainland China HK$3,000,000 - 100 Development and
Limited** B K [ 7 #3,000,0007T distribution of
N BT (L) BRBB AR networking products
RERSHBRER
Digital China Networks (Beijing) Limited**  Mainland China HK$3,000,000 - 100 Development and
BMEBERE(ER)BERAR! HE KR #%13,000,0007T distribution of
networking products
RERSHBRER
Grace Glory Enterprises Limited British Virgin Islands Us$1 - 100 [nvestment holding
BECEFRAA RBGHBRES IE REZRK
Digital China Software (BVI) Limited British Virgin Islands Us$1 - 60.98 Investment holding
BMEB LB ERAR" EEEBRHS IE REERRK
Beijing Digital China Limited* Mainland China RMB1,000,000,000 - 100 Systems integration and
RN ER AR 1G5 A K #1,000,000,0007C distribution of IT products
ZHERRDHITER
Beijing Digital China Supply Chain Mainland China RMB10,000,000 - 100 Distribution of IT products
Services Co., Ltd.* A BE AR #10,000,0007T SHEITER
IR SIS B E R R A A
Shenzhen Instant Logistics Co., Ltd.* Mainland China RMB5,000,000 - 100 Provision of logistic services
RYIB YRR DA LA B AR %5,000,0007T REWR RS
Digital China (Zhengzhou) Limited* Mainland China RMB5,100,000 - 90 Systems integration and
1N B TS (BB ) B PR A A B K fE A K #5,100,0007% distribution of IT products
ZRERRAHITER
Talent Gain Developments Limited British Virgin Islands Us$1 - 100 Investment holding
RERBRES IE BEER
Power Gateway Limited British Virgin Islands Us$100 - 100 Investment holding
EEEBRES 100% 7T REER

2010/11 4 5]
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RBARZRE (&)
TEMNBRARFEEBNAT : (B)

20. INVESTMENTS IN SUBSIDIARIES (continued) 20.

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

Place of incorporation/

Nominal value of Percentage of equity attributable to

registration and issued and the Company
Name operations paid-up capital Direct Indirect Principal activities
ARRELER
EMRL/ BETR HAL
A BRREELY BRRAZEE HE % TEEH
Beijing Digital China Si-Tech Information ~ Mainland China RMB43,715,000 - 49.5% Research and development,
Technology Co., Ltd.+ (“STQ") B A BE AR 43,715,0007T application and maintenance of
Jb 3N EES B A 15 B AT software products
R EBRAR(BEF]) HHEERZMRERAE -
DA R R JE A AR B BR TS
Hangzhou Digital China Limited** Mainland China HK$3,000,000 - 100 Systems integration and
T 460 N B0 E5 5 PR 2 Al B K BE #%1#3,000,0007T distribution of IT products
ZREXRAHITER
Digital China Software Limited** Mainland China US$6,000,000 - 100 Investment holding
BHEBREFR AR Bl B 6,000,0003% & RERK
Digital China Macao Commercial Macao MOP1,000,000 - 100 Distribution of IT products
Offshore Limited i B F9#1,000,0007T AEITER
BHEBEREEERERBERAR
Fuzhou Digital China Company Limited®  Mainland China HK$10,000,000 - 100 Distribution of IT products
BB MEBER AR LA B ##10,000,0007T AHEITER
Changsha Digital China Company Mainland China HK$20,000,000 - 100 Distribution of IT products
Limited+* LGN 3 7 %20,000,0007T DEITE R
RAOBMNABER AR
Digital China (Hefei) Company Limited*# Mainland China HK$10,000,000 - 100 Distribution of IT products
BMEE () BER AR LA B ##10,000,0007T AHEITER
Wise Source Investments Limited British Virgin Islands Uss$l1 - 100 Investment holding
REABRES IE BREERR
Cellular Investments Limited Hong Kong HK$1 - 100 Investment holding
BRREFERAA BB BT RERR

Digital China Holdings Limited  Annual Report 2010/11



20.

INVESTMENTS IN SUBSIDIARIES (continued)

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

Place of incorporation/

NOTES TO FINANCIAL STATEMENTS

20.
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31 March 2011 —E——F%=A=+—H

RBARZRE (&)
TEMNBRARFEEBNAT : (B)

Nominal value of Percentage of equity attributable to

registration and issued and the Company
Name operations paid-up capital Direct Indirect Principal activities
AQR ML R
AL/ BRTR BAl

A% BEREEHY BERAZEE E# 1 TEER
Digital China Information Technology Mainland China RMB333,720,900 - 60.98 Systems integration services,
Service Co., Ltd.* F B A B AR #333,720,9007T application software
18N ETE £ SRR AR AR development, maintenance and
outsourcing, consultancy
and training services

ZRER R - EREH

HE - RERINERSE
i i R 3E B R

Digital China Advanced Systems Mainland China RMB500,000,000 - 60.98 Systems integration,
Service Limited* F B A B A R #500,000,0007T software development and
BN R R SR RBER AR maintenance services
AREK  BHRE

RRE RS

Shanghai Digital China Information Mainland China RMB10,000,000 - 60.98 Systems integration,
Technology Service Co., Ltd.* B K e A E#10,000,0007T software development and
LRSS R REBR A maintenance services
AREK  BHRE

RRER®

Digital China Financial Software Ltd.** Mainland China HK$100,000,000 - 60.98 Research and development,
BINSEREREERAR! R AR 7% 1%100,000,0007C application and maintenance of
software products

BHERIBRRAE

WA R IR B e B AR B PR A

Digital China Jinxin Technology Co., Ltd.* Mainland China RMB60,060,000 - 100 Technology development,
(Formerly known as “Beijing Jinxin AR AR%60,060,0007T promotion, consultancy and
Technology Co., Ltd.™) services, and computer
BMEBLEREROBRATF systems services
(RIB AL RSN EEREK R #E  HHE
BRHOERAR]) R - ARG E# R 5 R

* The English names of these companies are direct transliterations of their ZERARZRAXERBHEZEAMEL 2P XA -

Chinese registered names.

companies.

U Registered as wholly-foreign-owned enterprises under the PRC law.

- Registered as Sino-foreign joint ventures under the PRC law.
This entity is accounted for as a subsidiary by virtue of the Company’s control

over it.

The Chinese names are the trade names but not the official names of these

ZERFZFXNERBIIES2H  UWFHFAEALH -

RETHREZEMELREIERE -
REFEEZEMECATIHIEGELE -
ERARRE U RE ZEHE AR TNERMNER

AIAMR -

2010/114F ¥R
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22.
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INVESTMENTS IN SUBSIDIARIES (continued) 20, RHMIBARZIRE (H)
The above table lists the subsidiaries of the Company which, in the EERAELRAEBZARANBAREAEEBRE
opinion of the directors, principally affected the results for the year or BRRE¥BEEEATENMAEEEEFEZERN
formed a substantial portion of the net assets of the Group. To give D  EZRAMINEEMMBABER - BER
details of other subsidiaries would, in the opinion of the directors, BBRITE °
result in particulars of excessive length.
Except for Digital China (HK) Limited, Digital China Limited, Digital BRiaMNEE(EB)ERAR  BINBEEERAA
China Technology Limited, Digital China Advanced Systems Limited, EMNEERERERERAR BMNEBEK RS
Digital China Networks (HK) Limited, Digital China Macao Commercial BRAR - MMNEBERSEEB)BRQA -~ 18I &
Offshore Limited and Cellular Investments Limited, the statutory BRMEEEEREERAAEIBERIEEERA
audits for the above subsidiaries were not performed by Ernst & AAN BB ARIMEEMBEBMERITIEHBEAEL
Young, Hong Kong or another member firm of the Ernst & Young K& 5t Bl 2= 7% P Sk &2 ok & 5t AW 3 7% BT HE M 2 Bk A
global network. WwAKBTEZ -
DUE FROM/(TO) SUBSIDIARIES 21, W (EMMELERE
The amounts due from/(to) the subsidiaries are unsecured, interest- U (ERMEARRENEER 2ERER
free and have no fixed terms of repayment. The carrying amounts of EEEH - ZERK(EMKEARREZRE
these amounts due from/(to) the subsidiaries approximate to their fair BEHEQAFEERE °
values.
INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES 22. RHEFEFEEZRE
Group
EEE
2011 2010
—g——% -z-%&
HK$'000 HK$'000
BETT BT
Share of net assets BHEEFE 34,356 4,819
Provision for impairment HERE (1,034) (1,034)
33,322 3,785

The Group’s trade receivable and payable balances due from/(to)
jointly-controlled entities are disclosed in notes 29 and 31 to the
financial statements.

Digital China Holdings Limited  Annual Report 2010/11
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INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES 22. AHEEHEEZREE)
(continued)
Particulars of the principal jointly-controlled entities are as follows: FEHABEHNCEZFBOT:

Percentage of

Place of Particular of issued ownership interest
incorporation/ share held/ attributable to
Name registration registered capital the Group Principal activities
EMmRL BEERITRG B AL AT
=g B B HEfERFEE BREZEEA L TEEH
Suzhou Digital China JieTong Technology Mainland China Registered Capital 30 Sales of software and
Co., Ltd.*" B K B RMB1,000,000 maintenance services
EMN N BB EAN AR AR AT & AR BUHERRE
AR #1,000,0007T
Digital China-Octopus Information Systems Mainland China Registered Capital 51 Sales of systems software
Service Limited*" H B0 K RMB50,000,000 RGHMHE
BNBBEN\ERBELERGRBEAERRA" AT & A
A R #50,000,0007T
S The English names of these companies are direct transliterations of their S ZERNRZANEBIEZEEAMELR 2P XETE -

Chinese registered names.

" Not audited by Ernst & Young, Hong Kong or another member firm of the . FE R BB Lok G 5t AN 75 BT sk 2ok & 5 AD B 5 BT E A
Ernst & Young global network. ZIRPEEKENERZ °

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

The above table lists the jointly-controlled entities of the Group which, EERBLEMBCAEELRIER BEHAE
in the opinion of the directors, principally affected the results for the AREEZXBEREEAVESNASEEESFHE
year or formed a substantial portion of the net assets of the Group. To ZERNEMD o EER AW L E b 2 B 4E B 1 %
give details of other jointly-controlled entities would, in the opinion of BR - BERERARITE °

the directors, result in particulars of excessive length.

All the above jointly-controlled entities have been accounted for using E it Fr A R E Il 4 239 B IR R 0ROt B 7S 3R
the equity method in these financial statements. FANME -

2010/115F 5 MMM BOGIZRB R 2 A
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22. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES 22. REFEHEEZRE (F)
(continued)
The following table illustrates the summarised financial information of TRINTAEBEREHCE M BEERBE
the Group’s jointly-controlled entities:
2011 2010
—E——fF —T-TF
HK$'000 HK$'000
BETFT BEFT
Share of the jointly-controlled entities’ assets and liabilities: EELREHCXCEERARE:
Current assets MENEE 44,406 11,681
Non-current assets ERBEE 1,270 1,214
Current liabilities MEB=E (10,840) (8,076)
Non-current liabilities FRBEE (480) -
Net assets EEFE 34,356 4,819
Share of the jointly-controlled entities’ results: FEAG LR bl 5 2 24
Total revenues B A 17,270 13,566
Total expenses BE X (16,808) (13,929)
Tax I8 (473) (279)
Loss after tax BrEii&E B (11) (642)
23. INVESTMENTS IN ASSOCIATES 23. RBMEQRAZRE
Group
rEHE
2011 2010
—E——f ZT-TF
HK$’000 HK$'000
BETT BT
Share of net assets EBLHEESE 344,994 199,999
Goodwill on acquisition (note) WIREEZEE (K it) 337,483 72,314
Provision for impairment E BB (7,140) (7,140)
675,337 265,173
Note: The amount of goodwill capitalised as an asset during the year ended 31 Wat: AER=ZZ——F=A=+t—HBLEFERKESENMG
March 2011 arose from the acquisition of the additional equity interest of BOBRAGRZEMBREMELEZEE  BIEEXR
DigiWin Software Co., Ltd. MHEE -
The Group’s trade receivable and payable balances due from/(to) REBER (B Z ML AR 2 EKE SRR
associates are disclosed in notes 29 and 31 to the financial K FET B 50k 5148 6 15 5B 00 it B 7% 3R R MY sE29 K%
statements. 31 -
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23.

INVESTMENTS IN ASSOCIATES (continued)

Particulars of the principal associates are as follows:

NOTES TO FINANCIAL STATEMENTS
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31 March 2011 —E——F%=A=+—H

23. REBEQFZREE)
FTEBLERARZHEBON:

Percentage of

Place of Particular of issued ownership interest
incorporation/ share held/ attributable to
Name registration registered capital the Group Principal activities
EmEL BEERTR®E N )
z28 B EMERFE EREZEAL TEEHR
Digital China Golden Vista Company Hong Kong Ordinary share of 30 Investment holding
Limited" B8 HK$1 each REER
BNSHEEEERAR" BREEBELT
2B IR
Digital China Golden Vista (Beijing) Mainland China Registered capital 30 Provision of enterprise
Technology Co., Ltd.** B B HK$15,000,000 resource systems software and
BmNEBeREQtR)MEERAR" H &R the related services
7% #15,000,0007T RECEXZAGUMEREBRT
Beijing Digital China Golden Vista Mainland China Registered capital 30 Investment holding
Technology Co., Ltd. ** B K B RMB10,000,000 REER
LR HEEENKKREERAA" it it & A
A R#10,000,0007C
SJl Inc. * Japan Registered capital 14.42¢% IT systems development,
=N JPY 2,843,601,604 software products, and
&R information related products,
2,843,601,604H and offers petrochemicals
engineering services
ITHESBHE  TUERR
BAEEER
VAR ARGt AL T2 R %
DigiWin Software Co., Ltd.*" Mainland China Registered capital 19.81* Provision of ERP software and

BEAGKRHER AR B K B RMB90,000,000 the related services
&R RHEERPE M R B iR 7%
A R #90,000,0007C

+ The English names of these companies are direct transliterations of their * ZERRZRAXERIEREEMBRL 2P XA
Chinese registered names.

o Listed on the JASDAQ of Jasdaq Securities Exchange, Inc.. * REHRERIZTLFRFGMED °

# This companies are accounted for as associates of the Group as the Group is # AREBEUFAF0%NRRE  HIULFEARAR
able to exercise significant influence over the companies because it holds EAVE  AUMUFARAIDEAAKENE L QT -

20% of the voting power of the companies.

Ernst & Young global network.

Not audited by Ernst & Young, Hong Kong or another member firm of the

FEHE B oK ATADE A AT sk 2ok & AT AD E B AT E A
RIRBEREMER °

2010/115F 5 MMM BOGIZRB R 2 A
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23. INVESTMENTS 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

NOTES TO FINANCIAL STATEMENTS

23. RBEQATAZREM)

B -

other associates would, in the opinion of the directors, result in RIEBBRITE °

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

AEERBE AR Z RETEBARARZKE AT

EER/LERMBZIARERE AR HAKEN
FREZERAAEAFEIGHAEEEEREZE
Ry « EER /M HEMEBEATEH - Hi

bt AR E AR B E R AR B WK TIR -

TRITAEEBERRAZHBERBE (WA

the Group’s associates extracted from their management accounts: HEBRR) :
2011 2010
—E—-—-F —2—Z%F
HK$’000 HK$'000
BEFT BB TT
Assets BE 3,249,853 1,717,899
Liabilities =N (1,512,584) (820,144)
Revenue I @/N 2,985,333 587,507
Profit i A 132,969 42,853
24. AVAILABLE-FOR-SALE INVESTMENTS 24, AHHEZRE

Group

F5H
2011 2010
—E——fF —T-TF
HK$'000 HK$'000
BEFT BEFT
Unlisted equity investments, at cost FLEMERRE  ZHKA 4,021 103,921
Less: Accumulated impairment loss W REHREER (2,425) (2,425)
1,596 101,496
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25.

NOTES TO FINANCIAL STATEMENTS

AVAILABLE-FOR-SALE INVESTMENTS (continued)

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

The Group’s unlisted equity investments are measured at cost less
accumulated impairment losses. Their fair values of these unlisted
equity investments cannot be measured reliably because the
probabilities of various estimates within the range cannot be
reasonably assessed and used in estimating fair values.

OTHER RECEIVABLES

The balance represented the outstanding cash consideration due from
Beijing Digital China Information Technology Academe Co. Ltd.
(“Beijing DCITACL”) in respect of its acquisition of the Group’s
19.51% equity interest in DCITS during the year ended 31 March
2010. Beijing DCITACL was a related party of the Company, in which
Mr. GUO Wei, the Chairman of the Company, has beneficial interest in
this company. Further details of the acquisition are set out in the
Company'’s circular dated 6 October 2009.

Pursuant to the disclosure requirement of Section 161B of Hong Kong
Companies Ordinance, the maximum amount outstanding during the
year ended 31 March 2011 amounted to HK$353,559,000 (2010:
HK$334,738,000).

24.

25.

B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

AL EzRE (R)
LR ERFEREaESFRE
AHHESREE -

ZEREREER

AEBZHFLETRERERKABRERESR
Stk - AN A EARSEMG A2 EES RN
ERBAGERATEE  WEEAEFEFLTE
HmIREZRFER-

H o B W R E

%A AR AL AR M S E R R R A R AR (TE
REMNEENRBE-"ZE-—FTF=A=+—HILF
J& R U B8 45 0 15 B 2 19.51% AR #E 2 i# R X A5 B 3R
ERE - ERBMNESRAEB ZBEALTIRE
FERRRZERFEEZ AR 2 Es#Em - BF
W 2E—THABRRARR _FTTAF+HAKHA
ZARRERHA e

RIEEE QA K P FE161B F 2 K B 2 KR
%ﬁﬁ:g——izﬂzﬂ——ﬁtifgmﬁ%?
i# R 2 A R IE % % #53563,559,0007T (ZF —
75 #334,738,0007T) °

2010/115F 5 MMM BOGIZRB R 2 A
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26. DEFERRED TAX 26. EEFHIE
The movements in deferred tax assets and liabilities during the year BEEFRBEBEERBERAFERNEZEM N :

are as follows:

Group b
Deferred tax assets BEHALE
2011
—E--F
Losses available for
offsetting against Fair value
future taxable adjustment of
profits  Asset provisions other receivables Others Total
AT R A 86
RRERD Hit B IE 2
gl F | EERE AVEERAR Hits Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT BEFT BEFT BEFT BEFT
At 1 April 2010 RZZT-ZFMA—A 14,572 23,213 28,238 31,603 97,626
Acquisition of subsidiaries W iE % EKE AR
(note 38) (K77£38) - 78 - - 78
Deferred tax credited/(charged) &A% & N7 W 25 &
to the income statement A/ GNR) 2
during the year EER I 12,051 13,968 (5,036) 6,785 27,768
Exchange realignment P& 5 199 1,454 1,132 1,703 4,488
Gross deferred tax assets R-E——&
at 31 March 2011 =A=+—Hz
EENBEERSE 26,822 38,713 24,334 40,091 129,960
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26.

DEFERRED TAX (continued)

NOTES TO FINANCIAL STATEMENTS

26.

The movements in deferred tax assets and liabilities during the year

are as follows: (continued)

Group (continued)

Deferred tax liabilities

Unrealised losses
from intragroup

B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

iF E B 18 ()

BEERBEERABERANFERNESHNAT : (B)

REE (8
FEEHEERE

Revaluation of

transactions properties Others Total
EEAES
EEZ
REEEE MEE R Hity @t
HK$’000 HK$'000 HK$’000 HK$’000
BMFT BMFT BMFT BMFT
At 1 April 2010 RZZE—FFMA—H 23,867 14,058 10,583 48,508
Deferred tax charged to the income 7ZN4F & (N 72 M 25 3% #1
statement during the year Z BT IE 6,200 7,554 24,657 38,411
Exchange realignment [ 5 38 2 1,222 524 1,032 2,778
Gross deferred tax liabilities at R=ZTE——®=A=+—H
31 March 2011 ZEERIBEAELE 31,289 22,136 36,272 89,697
Net deferred tax charged to AEFENER =R P MR
the income statement during BT IR F R
the year (note 11) (#fiE11) 10,643
Net deferred tax assets R=ZT——F%=A=+—H
recognised in the consolidated EHREMBMRRES
statement of financial position BRZELERIE
at 31 March 2011 BEFE 40,263

2010/11F 3R 18N EISIEAR B R A A
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26. DEFERRED TAX (continued)

The movements in deferred tax assets and liabilities during the year

are as follows: (continued)

Group (continued)

Deferred tax assets

NOTES TO FINANCIAL STATEMENTS

Losses available for
offsetting against
future taxable

26. EFEHE ()
BEERBEERABERANFENEZSHNAT : (B)

NEE (8
EEHIEEE

2010
“Z-TF

Fair value
adjustment of

profits  Asset provisions other receivables Others Total
A AR EH
RIRFE B H e FRIE 2
7 A2 B BERE ATEERAE Hith ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT B TFT BETFT BEFT BETFT
At 1 April 2009 RZZEZENENA—H 16,070 18,243 - 21,098 55,411
Deferred tax credited/(charged) 7R4E & A 7E Y 25 K
to the income statement HA R 2
during the year EERE (1,498) 4,970 28,238 10,505 42,215
Gross deferred tax assets RZT—TF
at 31 March 2010 =A=+—H2
EERBEELTE 14,572 23,213 28,238 31,603 97,626
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26.

DEFERRED TAX (continued)

The movements in deferred tax assets and liabilities during the year

are as follows: (continued)

Group (continued)

Deferred tax liabilities

NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

31 March 2011 —E—F%=A=+—H

26. EFEHE ()

NEE (8
FEHEERE

Unrealised losses

from intragroup Revaluation of

BEERBEERABERANFENEZSHNAT : (B)

transactions properties Others Total
SERARS
EEZ
AREREE MEER Hith Bt
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT
At 1 April 2009 RZZEZNFNA—H 16,317 2,737 12,181 31,235
Deferred tax charged/(credited) REERNERZRF
to the income statement mer/GrA) 2z
during the year BRI 7,550 11,321 (1,598) 17,273
Gross deferred tax liabilities at RZZE—ZTF=A=+—H
31 March 2010 ERETIBEELR 23,867 14,058 10,583 48,508
Net deferred tax credited to AEEANERZRFEA
the income statement during ZIEFER IR 5 8
the year (note 11) (Hti#11) (24,942)
Net deferred tax assets R=ZE—ZF=A=+—H
recognised in the consolidated REBBRRERE
statement of financial position at BRZELERIE
31 March 2010 EEER 49,118

2010/114F ¥R
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26.

NOTES TO FINANCIAL STATEMENTS

B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

DEFERRED TAX (continued)

The Group has tax losses arising in Mainland China of approximately
HK$247,276,000 (2010: HK$213,664,000) 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$51,191,000
(2010: HK$100,748,000) have not been recognised as deferred tax
assets since they have arisen in subsidiaries that have been making
losses for some time.

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 Mainland China and the
jurisdiction of the foreign investors. For the Group, the applicable
rates are 5% and 10%. The Group is therefore liable for withholding
taxes on dividends distributed by those subsidiaries established in
Mainland China in respect of earnings generated from 1 January
2008.

At 31 March 2011, 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$614,457,000 (2010: HK$304,311,000) at 31
March 2011.

There are no income tax consequences attaching to the payment of
dividends by the Company to its shareholders.
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iE 7 B 18 (48)
AREBREAPEAAEZRBEEEB OB
247,276,000 T (ZZF —Z4F : &#213,664,0007T) °
A AR E £ B 18 2 B AR Z KRR ERFL ST -
HERAEFAER -  ARLEERBEBERSE T
AT B 2= RE 4008 51,191,000 (—E —ZTF - 8
#100,748,0000) W REEABE —BREREZHE
ANaEl M AERBELTEHBEEE °

REPELCEMGHIE  PEAEZIIBERE R
FRIIEREEDIKEE » BIRI0% 2B XU TR
R - -ZRER-_ZTZENF-—A - HEELERLE
AR-ZZETA+F+ A=+ —"BZEREEZETN -
MEFBEREENIBEREEZRBEEERAHR
BN HE  MERZASEHEATRE - AL
H 2 BB R RB5% K%10% o N & E A B A B R
SURTEAEZHBARB _ZTZTN\F—-—H—H
HREEZANADIRTZEREBABRBEMB

REZBE——F=A=+—B gAEECRPEX
BE 2 [T B8 A B e AR B A B B A 2 R PR AS B =
WARMHBEMBELERE - EFERA - EAILEE
ZEMBRAAKTEDIRZEN R_F——4F
A=+t B ERXRHPBEREZHBAAZ
REAM TR E R A (R EREFE TR
IH B E) A A %614,457,000(Z T — T F: B K
304,311,0007T) °

ARTARREAZRE  FEHAFERER -
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28.

NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

31 March 2011 —E—F%=A=+—H

INVENTORIES 27. =&
Group
rEE
2011 2010
—E——f —T-TF
HK$'000 HK$'000
BYEFIT BEFT
Trading stock B5GE 4,145,298 3,368,487
DUE FROM/(TO) CONTRACT CUSTOMERS 28. EW (E)ENEFZNE
Group
r~EE
2011 2010
—E——f ZT-TF
HK$’000 HK$'000
BYEFT BT
Gross amount due from contract customers included in BT AEMERRIEZ
other receivables BRENERERIBZAHE 81,293 58,919
Gross amount due to contract customers included in BifAEMEMNREZ
other payables BREHNEFPHRIE 2 RE (104,874) (130,463)
(23,581) (71,544)
Contract costs incurred plus recognised profits less recognised BB 2 &E 4 2 &K RK A
losses to date MERER ST REERER 931,311 717,839
Less: Progress billings o EERE (954,892) (789,383)
(23,581) (71,544)

2010/11F 3R 18N EISIEAR B R A A
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

29. TRADE AND BILLS RECEIVABLES 29. EWESRARERERSE
Group
rEE
2011 2010
—E——F —E-ZF
HK$'000 HK$'000
BETFT Vit
Trade and bills receivables W B IR K 9,012,533 7,015,389
Impairment VEREL (689,303) (603,428)
8,323,230 6,411,961

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.

AEBI2UEETABEZFFIEES KK 0
—REERFTEPEMNNE - EEH—KRA/30X
E180K - AEBB HE KW E ERRIBEHEERE 2
B ITRAGEEZEANM  BRESEERRR
ExrE- -EEEeCHRITBHSRE - RKES
R AR TR

An aged analysis of the trade and bills receivables as at the end of the RFERR MBRRER ZERE SRR KR EK
reporting period and net of impairment is as follows: ZEBRZIREDMEFBOT
Group
rEE
2011 2010
—E——F —Z-TF
HK$'000 HK$'000
BEFIT BT
Within 30 days 30K A 4,035,574 3,366,585
31 to 60 days 31E60K 1,106,189 548,099
61 to 90 days 61£90K 711,071 794,480
91 to 180 days 91£180K 1,435,201 875,980
Over 180 days H®B180K 1,035,195 826,817
8,323,230 6,411,961
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29.

NOTES TO FINANCIAL STATEMENTS

TRADE AND BILLS RECEIVABLES (continued) 29.

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

B 7% ¥ 3R I 7

31 March 2011 —E—F%=A=+—H

EHESRRREVRE(E)
EWB SRR ZMEBRBELEHFBELT

Group
rE
2011 2010
—E——F e 2
HK$’000 HK$'000
BYEFT BT
At 1 April RMA—A 603,428 476,747
Amount written off as uncollectible KU ez HsH S 5B (8,204) (9,566)
Impairment losses recognised (note 7) BRZREBREHZ7) 67,422 136,247
Exchange realignment R 26,657 =
At 31 March R=BA=+—H 689,303 603,428

Included in the above provision for impairment of trade receivables is
a provision for individually impaired trade receivables of
HK$193,647,000 (2010: HK$176,094,000). 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:

VA & P 88 18 B 5 R BROR (B B B 7 1 Bl RUE B FE
W B 5 bk SRR B #5193,647,000T (T —F 4
78 #5176,094,0007T) ° f& 5l 6 {8 & & 4 & 5 iR 3K Th
F A P IR A O B IR B - 7T AP 1) R LR R AR
Wtk AT B o 7S £2 B R 3t 7% 5 48 BR 15 A A (AT HE 4 A =k
EhEMMNREEERE -

TEEREZREBZERAEBEER 2REK D
BT :

Group
r5E
2011 2010
—E——fF —E-ZTF
HK$'000 HK$'000
BYETFT BEFT
Neither past due nor impaired REEBRRAME 7,238,958 5,778,832
Less than 30 days past due # H D R30K 475,698 357,094
7,714,656 6,135,926

2010/115F 5k MMM BOSIZRB R 2 A
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

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 jointly-controlled entities and an associate of the Group of

approximately HK$1,572,000 (2010: HK$296,000) and
HK$233,000 (2010: Nil).

At 31 March 2010, included in the Group’s trade and bills receivables

were amounts due from the associates of the Company’s substantial
shareholder of approximately HK$1,329,000.

The above balances are repayable on similar credit terms to those

offered to the major customers of the Group.
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J0) K B #233,000 T (=T — T F : &) o

R-F-FE=A=+—0 AREEERBER
G WESEE TS ESNOES 35 52 1
AT 2 $IE 47 %1,329,0007T -

P EBRDRBRETASEIERP ZHUE

E{RRIEE o



NOTES TO FINANCIAL STATEMENTS

B 7% ¥ 3% I 7

31 March 2011 —E——F%=A=+—H

30. CASH AND CASH EQUIVALENTS 300 REeRAELZEEY
Group Company
REE RAT

2011 2010 2011 2010
—B-—-F =ZZT-TF =ZB——H —ZZE—IFF
HK$’000 HK$’'000 HK$’000 HK$'000
BT T BB For BT T BB F T
Cash and bank balances IR & R IR 1T 4 2,770,890 1,667,976 8,575 1,347
Time deposits FEHER 278,565 1,104,050 - =
Cash and cash equivalents BekBRESZEEDY 3,049,455 2,772,026 8,575 1,347

At the end of the reporting period, the cash and cash equivalents of
the Group denominated in Renminbi (“RMB”) amounted to
approximately HK$2,846,861,000 (2010: HK$1,996,560,000). 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.

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.

The carrying amounts of the cash and cash equivalents approximate
to their fair values.

RBEAR AEBAUARETAREDEEZR
e RBRSEEYMAHDE%2,846,861,000L(=F
— T F : % %1,996,560,0007T) c ARBETEEA
RAEMEYE  Am - REHEXEZIMNEEE
RO RAEE NEREEEERE AEEEESE
BERBEETHIERHEZROIBARBLESE
& -

RITFERIRERRTERMNELE S M KRGS -
RHMEHERNERAIR—RE-—FFF K
AEENERR ST RME  LRRBENERE
HFERMERRFA B - RITERFROPL EE
RSB EE ZRTT

RekReEEMREEEELRAFEERS -
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NOTES TO FINANCIAL STATEMENTS

B 7% ¥R 3% I =

31 March 2011 —E—F=A=+—H

TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the end of the
reporting period is as follows:

ENEZRAKENRE

RI|BEBHR  BHEZRAREAZEZIRER DT
FHIBEWT

Group

rEH
2011 2010
—E——fF —ZE-TF
HK$’000 HK$'000
BT BEEFT
Within 30 days 30K A 4,189,636 3,939,790
31 to 60 days 31£60X 2,122,394 2,040,302
61 to 90 days 61E90K 1,160,812 501,732
Over 90 days B BIOK 1,370,108 727,849
8,842,950 7,209,673

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 from
a jointly-controlled entity and an associate of the Group of
approximately HK$794,000 (2010: Nil) and HK$118,000 (2010:
Nil), respectively.

At 31 March 2010, included in the Group’s trade and bills payables
were amounts due to the associates of the Company’s substantial
shareholder of approximately HK$511,815,000.

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

AEBENESERRAERENZ RS ELEERKAK
SE—MERZHCER—MBE AR ZRED
Al 4 76 #E794,000T (= T — T F: E) R B
118,000t (Z T —ZTF : ) -

RZEBE-—ZF=[=+—H AEEEMNEFHIKRN
FENEBREBRERNARRAITERR 2B E R
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NOTES TO FINANCIAL STATEMENTS

B 7% ¥ 3% I 7

31 March 2011 —E——F%=A=+—H

DERIVATIVE FINANCIAL INSTRUMENTS TESmI A
Group
rEE
2011 2010
—E——F —T-TF
HK$’000 HK$'000
BEFT BB T
Assets BE
Forward currency contracts REEEAY 20,203 15,508
Liabilities af
Forward currency contracts REBEEEH - 6,456

The Group has entered into various forward currency contracts to
manage its exchange rate exposure. Net fair value gains of such
derivative financial instruments amounting to HK$144,703,000
(2010: HK$102,506,000) were credited to the income statement
during the year.

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.

AEEFTZZEEREESHNAEBEEXRER -
ETOTEERMIANATEEFKaRER
144,703,0007T (= & — & 4 : & #102,506,0007T)
FARAEFEARRER ©

PRAEEFESBMTAY REERE AT EE
BE LRSRIESBTAZ XS NEALERY
LT #0304 R 4 8k 2 SR AT HEAT o
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31 March 2011 —E—F=A=+—H

33. INTEREST-BEARING BANK BORROWINGS

NOTES TO FINANCIAL STATEMENTS

33. MIEHRITER

2011 2010
—E——fF —T-TF
Effective Effective
contractual contractual
interest rate interest rate
(%) Maturity HK$'000 (%) Maturity HK$'000
BEREHA=E BEREHF=
(BZH) ZHA BETFT (BALL) 38R BB T
Group K&
Current TE
Bank loans, unsecured RITER  BEEA 0.65-6.39 2011 543,219 0.70-1.08 2010 370,851
Bank loans, secured ROTER BHA 5.31-6.06  2011-2012 43,673 5.31 2010-2011 33,944
Current portion of long term R HIRITE R 2
bank loans, unsecured MENERD - B 5.40-6.10  2011-2012 65,088 5.94 2010 50,916
651,980 455,711
Non-current )
Bank loans, unsecured RAOER  BERA 1.05-6.10  2012-2013 1,281,576 5.94 2011-2013 1,040,600
1,933,556 1,496,311
Group
AEH
2011 2010
Shd=—=H3 —ZT-%F
HK$’000 HK$'000
BEFT EBETFT
Analysed into: DT :
Bank loans repayable: EEBIRTEN:
Within one year or on demand —FRKIERA 651,980 455,711
In the second year BE-FR 880,254 50,916
In the third to fifth years, inclusive FE-FEERE(BEBEMTE) 401,322 989,684
1,933,556 1,496,311
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34.

NOTES TO FINANCIAL STATEMENTS

B 7% ¥ 3% I 7

31 March 2011 —E——F%=A=+—H

INTEREST-BEARING BANK BORROWINGS (continued) 33. MIESRITERE)

Notes: B it -

(a) The Company guaranteed certain of the Group’s bank loans of approximately (a) RB|EBAKR  ARRERE TAEERITEROEE
HK$1,657,939,000 (2010: HK$1,449,957,000) at the end of the reporting 1,657,939,0007t (= — Z 4 : /& #1,449,957,0007T)
period. EE LR -

(b) Certain of the Group’s bank loans of approximately HK$43,673,000 (2010: (b) RBEERAR AEEETRITERSNALBE
HK$33,944,000) extended by financial institutions to a subsidiary of the 43,673,0007T (=2 —Z 4 : #%33,944,0007T) * = H
Group, STQ, were secured by a property situated in Mainland China with a CRHEBETASEZ-—HNBARBRST @ WIAH
value of approximately HK$26,440,000 (2010: HK$22,969,000) at the end B B 4 B %26,440,000c(= T — T F: & %
of the reporting period and 22,290,980 issued shares of STQ in favour of 22,969,0007) L RHA B REZ —HYERBEFTH
Beijing Zhongguancun Sci-Tech Guaranty Co. Ltd. (the “Pledgee”), an 22,290,980 BB ITRHEHR F—MB U E=HIt R
independent third party, for securing a guarantee issued by such Pledgee on FEANBEERAER AR (HEFADAETRERAR
behalf of STQ at the end of the reporting period. REBTZERELZER -

(c) Except for bank borrowings of approximately HK$979,233,000 (2010: (c) [k #97% #5979,233,0007T (= F — T 4F : 5 1748,441,000
HK$748,441,000) which are denominated in Hong Kong dollars, all bank TIZBITERANBETIEIN AERITEREDAA
borrowings are denominated in RMB. R¥5IE -

The carrying amounts of the Group’s borrowings approximate to their AREFEHRZIEABEEEAFLEEMEE  A¥EEE

fair values which are calculated by discounting the expected future TOABRITR R AR KRB SR ETE -

cash flows at prevailing interest rates.

BOND PAYABLES 34. ENEH

Group
BE
2011 2010
S ez
Notes HK$’000 HK$'000
K &t BT T BT T
Current mE (a) - 226,296
Non-current EREB (b) 35,411 =
35,411 226,296

2010/115F 3R # N BOGIZRB R 2 A
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NOTES TO FINANCIAL STATEMENTS
B1 %5

SE s

31 March 2011 —E—F=A=+—H

34. BOND PAYABLES (continued)

Notes:

(a)

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
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 “2007 Bond”) for financing the
development of IT services business. The 2007 Bond carried interest at a rate of
6.68% per annum, which was payable semi-annually and matures in December
2010. For the purpose of the issue of the 2007 Bond, Beijing Zhongguancun
Sci-Tech Guaranty Co., Ltd. (“ZGC Guaranty”), an independent third party, had
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 had 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, had undertaken joint and several
liabilities in respect of the Guarantee Liabilities of ZGC Guaranty.

In September 2010, the Group completed the acquisition of the remaining
89.56% equity interest in Beijing Jinxin Technology Co., Ltd. (now named as
“Digital China Jinxin Technology Co., Ltd.”) (“Beijing Jinxin”) from independent
third parties (the “Acquisition”). Beijing Jinxin was owned as to 10.44% by the
Group prior to the Acquisition and subsequent to which, it became a wholly-
owned subsidiary of the Group. In August 2010, i.e. before the Acquisition,
Beijing Jinxin and twelve other companies being independent third parties of the
Group (collectively referred as the “Issuers”) issued “2010 Collective Bonds of
Zhongguancun High-tech SME” (“2010 Bonds”) to institutional and public
investors in Mainland China through Shenzhen Stock Exchange. The aggregate
principal amount of the 2010 Bonds is RMB383 million, of which Beijing Jinxin
accounts for RMB30 million (equivalent to approximately HK$35 million). The
fund raised by Beijing Jinxin was applied to the development of its ATM network
construction project. The 2010 Bonds which carry interest at a rate of 5.18%
per annum, will mature in August 2016, and are unconditionally and irrevocably
guaranteed in full with joint liabilities by Beijing Zhongguancun Sci-Tech
Guaranty Co., Ltd., an independent third party, from the first to third year of the
issuance (“ZGC Guarantee”). At the same time, ZGC Guarantee is guaranteed by
Beijing SMEs Credits Re-guarantee Co., Ltd., and also guaranteed by Beijing
Jinxin for the principal amount of the 2010 Bonds it accounted for (i.e. RMB30
million). The Investors’ Put Option and the Issuers’ Full Redemption Option in
respect of the 2010 Bonds may be exercised under the following circumstances:
if the Issuers can provide a guarantor with good reputation before the conclusion
of interest period in the third year of the issuance of the 2010 Bonds, investors
may opt to hold the 2010 Bonds in full or in part and/or exercise the Investors’
Put Option to sell the 2010 Bonds back to the Issuers within five working days
from the publication of the announcement in respect of information regarding
continuing guarantee; and if the Issuers cannot provide a guarantor with good
reputation before the conclusion of interest period in the third year of the
issuance of the 2010 Bonds, the Issuers shall redeem the 2010 Bonds in full.

The carrying amounts of the Group’s bond payables approximate to
their fair values.
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SHARE CAPITAL 35. RBA&
Shares vl
2011 2010
—2-—-F et 3
HK$'000 HK$’000
BEFT EBETFT
Authorised: ETE
2,000,000,000 (2010: 2,000,000,000) 2,000,000,000f& (= —Z 4 :
ordinary shares of HK$0.1 (2010: HK$0.1) 2,000,000,000%) & i E {6 %5 ¥ 0.1
each (ZE—ZF BB 2 LB 200,000 200,000
Issued and fully paid: BETRARRN:
1,091,212,581 (2010: 1,020,767,581) 1,091,212, 581 % (ZE—Z & :
ordinary shares of HK$0.1 (2010: HK$0.1) 1,020,767,581 %) & IR E B & #0.17T
each (Z2—TF: BB0LT) 2 LB 109,121 102,077

A summary of the movements of the Company’s issued capital and
share premium accounts during the years ended 31 March 2011 and
2010 is as follows:

RBE-_T——4R-_ZFT-—FTF=A=t+—ALLF
R - AR BB 7 AR AR B AR 40 3 (0 2 B
L

Number of Share

ordinary shares Issued premium
in issue capital account Total

=% &y 28T [:47)
ZEREE (& i E iR mat
Notes HK$'000 HK$'000 HK$'000
iog=a EETT BEFr  BEFT
At 1 April 2009 RZZTEZNFMA—H 962,390,581 96,239 617,803 714,042
Issue of shares EITHR D (a) 57,647,000 5,765 361,235 367,000
Exercise of shares options 17 {5 B AR (b) 730,000 73 5,304 5,377

At 31 March 2010 and RZZE—ZFTF=HA=+—H

1 April 2010 E_Z—-—ZTFMA—H 1,020,767,581 102,077 984,342 1,086,419
Issue of shares ZEITR D (c) 70,000,000 7,000 1,053,405 1,060,405
Exercise of shares options 1715 8 AR (b) 445,000 44 3,475 3,519
At 31 March 2011 RZZE——F=HA=+—H 1,091,212,581 109,121 2,041,222 2,150,343

2010/115F 3R # N BOGIZRB R 2 A

161



162

g5t

NOTES TO FINANCIAL STATEMENTS

B1 %5

S

31 March 2011 —E—%=A=+—H

SHARE CAPITAL (continued)

Shares (continued)

Notes:

(a)

(c)

In September 2009, the Company issued 57,647,000 ordinary shares of
HK$0.1 each representing 5.65% of the then enlarged capital of the
Company, at the net price of approximately HK$6.37 per share. The net
proceeds of the issue were approximately HK$367,000,000. Further details
of the transaction were set out in the announcement of the Company dated
16 September 2009.

During the year ended 31 March 2011, the subscription rights attaching to
445,000 (2010: 730,000) share options were exercised at subscription
prices at HK$5.89 (2010: HK$5.89) per share, resulting in the issue of
445,000 (2010: 730,000) ordinary shares of HK$0.1 each for a total cash
consideration, of approximately HK$2,621,000 (2010: HK$4,300,000). An
amount of HK$898,000 (2010: HK$1,077,000) was transferred from the
employee share-based compensation reserve to the share premium account
upon the exercise of the share options.

On 22 November 2010, the Company has allotted and issued 70,000,000
new ordinary shares of HK$0.1 each (“New Shares”) for the listing of Taiwan
Depository Receipts (“TDR") in the Taiwan Stock Exchange Corporation (the
“Taiwan Stock Exchange”). On 24 November 2010, the TDR were listed on
the Taiwan Stock Exchange. As each unit of TDR represented half an ordinary
share, the New Shares were issued at NT$60.40 per New Share. The New
Shares were issued by the Company with total net proceeds of approximately
NT$4,161,393,000 (equivalent to approximately HK$1,060,405,000).
Further details of the transaction were set out in the announcements of the
Company dated 4 October 2010, 9 November 2010, 17 November 2010 and
23 November 2010.

Equity compensation plans

Details of the Company’s share option scheme, restricted share award
scheme and the share options issued under the share option scheme
are included in note 36 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS

36. EQUITY COMPENSATION PLANS

(@) Share option scheme

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

()

(1)

()

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.

Qualified 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.

Maximum number of shares

The maximum number of shares available for issue
under the Share Option Scheme was 86,303,308,
which represents approximately 7.91% of share capital
of the Company in issue as at the date of these financial
statements.
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36.

NOTES TO FINANCIAL STATEMENTS
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EQUITY COMPENSATION PLANS (continued)

(a)

Share option scheme (continued)

(1v)

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.
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NOTES TO FINANCIAL STATEMENTS

36. EQUITY COMPENSATION PLANS (continued)

(a)

Share option scheme (continued)

Z

(Vi)

(Vi)

(Vi)

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.

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.

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.
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3R I =
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36. EQUITY COMPENSATION PLANS (continued)

(@) Share option scheme (continued)

The fo

llowing 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:

36. R HmEME 8 (&)

(@)

Number of share options

B8 IR B8 5t & ()

TR EBEREE TRRERAFEA
ZEE  LERFENRFREARTEZBR
1

BREZE
Outstanding as  Granted during Exercised Outstanding as Subscription Exercisable
Grantee at 1/4/2010 the year during the year ~ at 31/3/2011 price per share Date of grant period
R-ZB-%2F R-B-——F
mA—A rEER AEER =ZHA=t—H sk
AEBA 8 R AT £ B Cig:d 8 R AT £ RBE REBH TR
(HK$)
(note iv) (note ii) (note i)
CE#T)
(K Eiv) (K i) (Kt iti)
Directors X
GUO Wei $AE 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 Hitfg 8 5,810,000 (445,000) 5,365,000 5.89 21/05/2008  21/05/2009-
20/05/2016
- 5,000,000 - 5,000,000 15.04 11/01/2011 11/01/2012-
10/01/2019
In aggregate =X 7,770,000 5,000,000 (445,000) 12,325,000
Notes: it -
(i) The subscription price of the options is subject to adjustment in the (i) 8 A% A 3R B 18 A AR A &) A A% =K R 3% AT AR =Kk 7

(i)

(iii)

(iv)

(v)

Digital China Holdings Li

case of rights or bonus issues, or other similar changes in the
Company'’s share capital.

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.

On 11 January 2011, the Company granted 5,000,000 options to
certain employees of the Company under the Share Option Scheme.
The closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotation sheet on 10 January 2011 (being
the date immediately before the date of grant of the outstanding
options) was HK$15.16.

The weighted average of the closing prices of the Company’s shares
immediately preceding and at the dates of exercise of options were
approximately HK$11.68 and HK$12.01 per share, respectively.

No options were cancelled under the Share Option Scheme during

the year.

mited  Annual Report 2010/11
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36.

NOTES TO FINANCIAL STATEMENTS

EQUITY COMPENSATION PLANS (continued)

(a)

Share option scheme (continued)

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

The fair values of the share options granted during the current
and prior years were amounted to approximately HK$44 million
of which the Group recognised share option expenses of
HK$5,371,000 (2010: HK$4,576,000) during the year ended
31 March 2011.

The fair values of equity-settled share options granted were
estimated as at the dates 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:
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36. R HmEME 8 (&)
(@ BRESE )
BRETEETHREAZEREHINBRX
BLRERER -

REAFER TFEMREBRENATERE
EHON/BBMUBEET RBEE-_FT——F
ZA=ZT—BLEFER  REEBRARED
B A HE T SR B R R S R B 165,371,000 T (=
T — T4 : #¥%4,576,0007T) °

PR ABRD Nz BRELZ A FEBEDR
BERREERRA - HARAGEE  EPE
SRR 2 R R R G o TREIIR
REE 2 BURE R

Granted on: 11 January 2011 21 May 2008
—E——F —ZENE

BHR —A+—H AA-t+—H
Dividend yield (%) BREE(EHL) 3.5 per annum 3.5 per annum
FE35 FF35

Expected volatility (%) BHEIE(ED L) 48 per annum 45 per annum
BF48 FF45

Historical volatility (%) BEFRREDLL) 48 per annum 45 per annum
FF48 FE45

Risk-free interest rate (%) ERRAE(ED L) 2.1 per annum 2.6 per annum
FF21 FF2.6

Expected life of options (year) Bz A F 8 (F) 8 8
Weighted average share price (HK$ per share) MEFHREEKRBET) 5.67 5.89

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.

BREZAAFADBBEBE=F2BEE
Hat8E RURBRAERRZITEER - 8
H O 08 S R B AR B U0 R AR B A K IR AR R R
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36. EQUITY COMPENSATION PLANS (continued)

(a)

(b)

Share option scheme (continued)

At the end of the reporting period, the Company had
12,325,000 (2010: 7,770,000) 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 12,325,000
(2010: 7,770,000) additional ordinary shares of the Company
and additional share capital of HK$1,232,500 (2010:
HK$777,000) and share premium of approximately
HK$117,112,000 (2010: HK$44,988,000) (before issue
expenses).

RSA scheme

The Company’s RSA Scheme was adopted on 28 March 2011
for the purpose of rewarding and motivating, among others,
directors (including executive and non-executive) and
employees of the Company and its subsidiaries (the
“Participants”) with the shares of the Company. The RSA
Scheme is intended to attract and retain the best available
personnel, and encourage and motivate Participants to work
towards enhancing the value of the Group and the Company’s
shares by aligning their interests with those of the shareholders
of the Company.

During the year, the trustee purchased 1,655,000 shares of the
Company at a total cost (included related transaction costs) of
approximately HK$24,041,000 and no shares were granted to
the Participants.

37. RESERVES

(@)

Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 65 to 66
of the financial statements.

Reserve funds

Reserve funds are reserves set aside in accordance with the
relevant PRC regulations applicable to the Group’s subsidiaries
in Mainland China. These reserve funds can be used to offset
accumulated losses but are not be distributable in the form of
cash dividends.
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37. RESERVES (continued) 37. @B
(b) Company (b) ZA2F
Employee
share-based
Share premium Contributed Employee share p tion Retained
account surplus trust reserve profits Total
R G X 5E
B8 82
R 47 35 1B 0 AR BREES MemE REEF st
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Wit BETFT BT BT BETFT BT BETT
At 1 April 2009 R-ZEnGF
MA—H 617,803 623,689 - 8,451 212,884 1,462,827
Profit for the year and total KEESMRAFEE
comprehensive income for 2 EY = AT
the year - - - - 258,527 258,527
Issue of shares BITRG 35 361,235 - - - - 361,235
Exercise of share options 17155 B A 48 35 5,304 - - (1,077) - 4,227
Equity-settled share option VAR 9 2 £ 2
arrangements 5 % 1 22 36(a) - - - 4,576 - 4,576
Proposed final 2010 dividend #E=FT—ZF
RER S 13 - - - = (288,505) (288,505)
At 31 March 2010 R=ZZE—FF
=B=+—H 984,342 623,689 - 11,950 182,906 1,802,887
Profit for the year and total REERMNRAFE
comprehensive income for 2EY = AT
the year - - - - 315,941 315,941
Issue of shares BITRG 35 1,053,405 - - - - 1,053,405
Exercise of share options 17155 B IR 48 35 3,475 - - (898) - 2,577
Equity-settled share option AR 22
arrangements i A% 1 %2 36(a) - = = 5,371 = 5,371
Contribution to employee share EERE &S H X
trust 36(b) = = (24,041) = = (24,041)
Proposed final 2011 dividend #E=F——F
RER B 13 - = = = (351,916) (351,916)
At 31 March 2011 R=ZT——
=B=+—H 2,041,222 623,689 (24,041) 16,423 146,931 2,804,224
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37. 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.

38. BUSINESS COMBINATION

In September 2010, the Group entered into the acquisition and
subscription agreements for the acquisition of the remaining 89.56%
equity interest in Beijing Jinxin and its subsidiaries at a consideration
of RMB309,000,000 (equivalent to approximately HK$356,173,000).
Beijing Jinxin was owned as to 10.44% by the Group prior to the
Acquisition and subsequent to which, it became as a wholly-owned
subsidiary of the Group. Beijing Jinxin is a private company
incorporated in Mainland China with limited liability. Beijing Jinxin and
its subsidiaries are principally engaged in the technology development,
promotion, consultancy and services, and computer systems services.
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38. BUSINESS COMBINATION (continued) 38 EK&O(E)
The fair values of the identifiable assets and liabilities of the Beijing RKEBRHI RS EREMNBARMNAENEE K
Jinxin and its subsidiaries as at the date of acquisition were as follows: BEZATFEBERAT
Fair value recognised
on acquisition
R RER 2
NFEE
Notes HK$'000
B BEFT
Property, plant and equipment ME - BERZE 15 181,507
Intangible assets B EE 19 2,136
Cash and cash equivalents HeRREEED 21,569
Inventories FE 58,673
Trade and bills receivables JE W E 50k 71 % B IR iR 175,745
Prepayments, deposits and other receivables BARE Bk M ERFKE 6,585
Deferred tax BELERBEEE 26 78
Trade and bills payables e B 50R 3k KB E & (108,333)
Other payables and accruals HiEMNFIBEREREHR (66,055)
Tax payable EHTIE (740)
Interest-bearing bank borrowings B EEITE K (85,142)
Bond payable B ES (34,582)
Non-controlling interests RS (3,025)
Total identifiable net assets at fair value MBI EEFRBEZATEE 148,416
10.44% equity interest held prior to the U S AT £10.44% M8 1 2
acquisition measured at fair value AEEE (15,495)
Goodwill on acquisition AbhEELEZHE 18 223,252
Satisfied by cash TRREREE 356,173
An analysis of the cash flows in respect of the acquisition of EHRWERBATINE S RESTW T :
subsidiaries is as follows:
HK$'000
BEFT
Cash consideration ReRE (356,173)
Other payables Hh fE 5K 143,752
Cash and cash equivalents acquired FERERECEED 21,569
Net outflow of cash and cash equivalents included :tAREEHHEELRED
in cash flows from investing activities e kBeEBMRLFE (190,852)
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BUSINESS COMBINATION (continued)

Since its acquisition, Beijing Jinxin and its subsidiaries contributed
HK$220 million to the Group’s turnover and HK$13 million to the
consolidated profit for the year ended 31 March 2011.

Had the combination taken place at the beginning of the year, the
revenue from operations of the Group and the profit of the Group for
the year would have been HK$327 million and HK$10 million,
respectively.

DISPOSAL OF SUBSIDIARIES

During the year ended 31 March 2010, the Group entered into a share
transfer agreement for the disposal of its entire interest in DGT and its
subsidiaries, at a consideration of approximately HK$99,880,000.

Details of the net assets disposed of under the share transfer
agreement and its financial impacts are summarised below:

38

39.

¥ %S 6 (8)

BREER tReEREMNBARREE-Z——
FZRA=+ " BLFERAEEEREZAER
22088 T hFa M ERISAERT °

HEHEREFFINET HAKEREAFEZZ
*EhkimaaMop ERBEI2IAE TR EKIL
BET-

HEHBATF
REBEE-Z-—ZF=ZA=+—HBIFER £EH
BE—MRHERGEHESMBEBBEM4ERE
M@ aEz 2 RE - KELHARE%K99,880,000
JC °

RERODEZHBHEMINEEEEFEREME
FEMRBLT

2010
—T-TF
Notes HK$'000
HiaF BT
Net assets disposed of: HEEEFE:

Property, plant and equipment WE - BERSE 15 4,682
Cash and cash equivalents RekBReEEY 15,959
Inventories "E 925
Trade receivables & W & 5 IR 3K 3,875
Prepayments and other receivables T8 FRE K Ho A FE W5k IR 18,371
Trade payables e B 5 R 3K (600)
Other payables and accruals HEMNHIBRERER (6,078)
Tax payable FE & TR (47)

Goodwill arising from acquisition of non- WEZENBARERSZ
controlling interests in the subsidiaries FEREREEZHE 18 5,047
42,134
Gain on disposal of subsidiaries HEZRBM B AR 2 W 5 57,746
99,880
Satisfied by cash SRR 99,880
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DISPOSAL OF SUBSIDIARIES (continued) 39. HEKNBQE (&)
An analysis of the net inflow of cash and cash equivalents in respect HEZHENBRARIZ RS RRSEBMRAFHELZ
of the disposal of subsidiaries is as follows: AT
2010
—T-TF
HK$'000
EEFT
Cash consideration ReRE 99,880
Cash and cash equivalents disposed of BHERERACEEY (15,959)
Net inflow of cash and cash equivalents in respect & % F'eﬁ W% RElzHE R
of the disposal of subsidiaries AR 83,921
NOTE TO THE CONSOLIDATED STATEMENT OF CASH FLOWS 40. ZmEBRERERMEE
Major non-cash transaction BERFBEEXRS
The consideration for acquisition of items of property, plant and RBERAR FEVE  BERREZRENBE
equipment of approximately HK$10,741,000 (2010:Nil) had not been 10,741,0007c (ZZ —ZT4F : &) W R EE °
settled at the end of the reporting period.
CONTINGENT LIABILITIES 41. HREE

At the end of the reporting period, contingent liabilities not provided
for in the financial statements were as follows:

RB|ERAR  TARRUHBRREBZRABEN
T

Group Company
rEE NG
2011 2010 2011 2010
—E2——F —T-TF —E2——F —T-TF
HK$'000 HK$'000 HK$'000 HK$’000
BYFIT BT BMFIT BT
Guarantees given for banking facilities ARNBARBERZ
utilised by subsidiaries RITHRERBCER - - 2,979,520 2,492,946
Guarantees given to suppliers for AIBARIRETHERZ
subsidiaries ER - - 3,279,049 2,335,515
- - 6,258,569 4,828,461
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42. OPERATING LEASE ARRANGEMENTS

(a)

(b)

As lessor

The Group leases its investment properties (note 16 to the
financial statements) under operating lease arrangements, with
leases negotiated for terms of one year. 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 31 March 2011, the Group had total future minimum lease
receivables under non-cancellable operating leases with its
tenants falling due as follows:

42.

REHAERH
(@ fMFREBEA

AEERBRKEHELFHBAEREY (1
BMISMKRMEELS) - PAEHEABAREA —F -
HOKTBEEEREAPINRES @ X7
RAERBEESTAEHIARES -

R-B-——F=RA=+—H BREAEHHR
HEPRIZIATAREZREMY  ~&H
I EKER 2 RRKEEENROT :

Group
rEHE
2011 2010
—E——-fF —ZE-ZF
Notes HK$’000 HK$'000
i iF BE T BB F T
Within one year —FR 27,739 24,365
In the second to fifth years, inclusive E_FEBREREF
(REEEME) - 98
27,739 24,463
As lessee (b) EHBEEA

The Group leases certain of its office properties and
warehouses under operating lease arrangements. Leases for
properties are negotiated for terms ranging from two months to
ten years.
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42. OPERATING LEASE ARRANGEMENTS (continued) 42, REMEE T (H)
(b)  As lessee (continued) (b) 1EREEAE)
At 31 March 2011, the Group and the Company had total R-ZE——F=ZA=+—H8  REFTTH
future minimum lease payments under non-cancellable B2 &MY  AEBERAQRFHEAES
operating leases falling due as follows: Nz ARARFEEENRKAT :
Group Company
rEE AAT
2011 2010 2011 2010
—E——F —E-ZF —E——f —Z2-ZF
HK$'000 HK$'000 HK$’000 HK$'000
BETT BEFT EBETFT BEFT
Within one year —FR 114,601 96,371 2,392 4,689
In the second to fifth years, inclusive FE_FEERF
(BHEEREMSE) 62,469 125,800 - 2,392
After five years hF% 2,393 14,484 - =
179,463 236,655 2,392 7,081
43. COMMITMENTS 43. &IE

Apart from the operating lease commitments detailed in note 42(b)
above, the Group and the Company had the following capital
commitment at the end of the reporting period:

B EX 42 F R EEHE RN RS
R AEERARFELIATEAHALRE :

Group Company
r5E b NG|
2011 2010 2011 2010
—E——fF —Z-TF —E——fF —E-TF
HK$'000 HK$'000 HK$'000 HK$’000
B FT BT BT BB TT
Contracted, but not provided for: BEOBERERS:

Land and buildings THREF 151,149 - - -
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44, RELATED PARTY TRANSACTIONS
(0] Transactions with related parties:

In addition to the transactions and balances detailed elsewhere
in these financial statements, the Group had the following

44. BEALTRS
) HBEEATZXS:
BB EBRREMBBOAEINZRERIR
EHRIN AEBERAFEANEUTEKRNER

material transactions with related parties during the year: BATZRSG:
Group
AEHE
2011 2010
—E2——fF —T-TF
Notes HK$'000 HK$'000
Wizt BEFT BB FT
Lenovo Group Limited (“Lenovo”) and its subsidiaries, the AAREERREZHE DA BESE
associates of the Company’s substantial shareholder: BRABR(TEBDREMBAR:
Sales of goods and provision of IT services by the AEEEEZEYRBEITRE (i), i) 76,762 28,833
Group*
Purchases of goods by the Group* AEEEBEZEM* (i) 2,305,753 3,132,257
Digital China Golden Vista Company Limited and its AEEZBEDRR  wHEBEERER
subsidiaries, associates of the Group: AFRREWNBAR :
Purchases of goods by the Group and provision of IT AEEBEZENRAAEEIR (i), i) 10,905 46,880
services to the Group HITER%
DigiWin Software Co., Ltd.+ and its subsidiaries, AEBZBERT  SEUGERD
associates of the Group: ERATIREKBAR :
Provision of IT services by the Group AR B R HITRR S (iii) 1,335 -
PinHu Digital China BoHai Science & Technology Co., Ltd.+, AEEZBENR - THeMNeuEiEs
an associate of the Group: MEARAR :
Provision of IT services to the Group A 7N 4% B4R 41T AR 75 (iiif) - 2,246
NingBo Digital China HongBo Information Technology Company 7\ % 8 7 B & A 5] » B84 ) S5 = 18
Limited+, an associate of the Group: EERMARAR :
Provision of IT services by the Group REBRBITRSE (iii) - 1,243
Beijing Digital China System Access Software Limited+, AREEZ LREH®E - bR MEE
a jointly-controlled entity of the Group: BEMEBRAA
Purchases of goods by the Group and provision of IT AEEBEZENRAAEEIRE (i), Giii) - 8,145
services to the Group HITER %
Digital China BB Limited+, a jointly-controlled entity of the REEZ AREHI R E - bR M E0E
Group: EEHMBRBERAA:
Sales of goods and provision of IT services by the Group AEEHEZENRREEITRS (i), i) 2,011 3,793
Purchases of goods by the Group AEEEEZEY (i) 2,590 =
Digital China-Octopus Information Systems Service Limited+, — A& 2 2 EHH| 0 % - @) 8B )\ =
a jointly-controlled entity of the Group: BELRERBERAR:
Purchases of goods by the Group and provision of IT AEEBEEZENRAAEER (i), (i) 1,221 =
services to the Group HITHR

Digital China Holdings Limited  Annual Report 2010/11



NOTES TO FINANCIAL STATEMENTS

44. RELATED PARTY TRANSACTIONS (continued)

(0] Transactions with related parties: (continued)

Notes:

()

(i)

(iii)

The sales were made with reference to the listed prices and
conditions offered to the major customers of the Group.

The purchases were made at prices mutually agreed between the
Group and the corresponding related parties.

The prices for the provision of IT services were determined at rates
mutually agreed between the Group and the corresponding related
parties.

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

Legend Holdings Limited (“Legend”) was 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. During the year ended 31 March
2011, Legend ceased to be a substantial shareholder of the Company
and therefore Legend and its respective associates ceased to be
connected persons of the Company under the Listing Rules. The
aggregate amounts of the sales and purchases with Lenovo and its
subsidiaries, being the Group’s continuing connected transactions,
for the period from 1 April 2010 up to the date when Lenovo and its
subsidiaries ceased to be connected persons of the Company were
approximately HK$76,762,000 and HK$2,305,753,000,
respectively.

()  Outstanding balances with related parties:

(a)

(b)

Details of the Group’s trade balances with the associates
of the Company’s substantial shareholder, jointly-
controlled entities and associates as at the end of the
reporting periods are included in notes 29 and 31 to the
financial statements.

At 31 March 2010, the amounts due from the associates
of the Company'’s substantial shareholder included in the
Group’s prepayments, deposits and other receivables
totalled approximately HK$171,621,000.
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44, BEALRF (E)

() HEEALZXRS: (H)
Hrat -

(0] ZEHEDRBEAKEREIZEPEHRZAT

1B R A6 1 M #E 1T o

(i) ZEBEDRBEASEEAMEZEALTETH

TE Z BERHET ©

(i) R GAITHRFS 2 (EAS T AR B2 7 52 [ S AR oA ol 2 A

TETHEMERE °

+ ZERAZRAXEWHEZFEEMBLZFX
£

* EERERAB((BAZERDERARARZ
TERR BUTAERAZMEAL - BA
TR BB ERBER - MR AMBER Y
BMBA - R_T——F=A=+—HILEFERN "
BRERTBRARAZ T EMER - it - R
BEMRA  BEZERREEBZHEATE
RARBAZBEBEAL -B_T—FFHA—H
ERBERREEBIHBEATBRARALZ
FEATRHZ BRI A - AN 5 [ B B A8 Ko BT
BRARIZHEMERIEAHERBELSH
S Bl & &” & ¥76,762,000 Kk B ¥

2,305,753,0007T °

() HEHEEATzZRSHE:

@ RREPR AEEHEARFATER
Bt & A A) K H (R 4
2B 5 RS ZFEERNI M BR

R2ZE & RE]

*MTFE29K%31 ©

b) N-ZE-—TF=A=+—H  BRER
RATERRZBERRZRAREAE
BNRE RekEMEEHE X

5T 40%¥171,621,0007T °
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44. RELATED PARTY TRANSACTIONS (continued) 44. BEALXR S (&)
(Ill) Compensation of key management personnel of the Group: ) FEEBREEAE ZHRM:
2011 2010
=2—_—F —T-ZF
HK$’000 HK$'000
EBETFT BT
Short term employee benefits KHESRT 40,872 18,555
Post-employment benefits E B 1#&1E 7 101 121
Equity-settled share option expenses VABR 19 321+ 2 B IR B =2 1,182 1,587
Total compensation paid to key management TRHGERARERAESZ

personnel RN A ET 42,155 20,263
Further details of directors’ emoluments are included in note 9 FRESMNe cE—PHFRHR LM B RE

to the financial statements. B FE9 ©
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FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as follows:

2011
Group

Financial assets

45.

B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

RERES2EMIA
RBERR SEBMTAER ZIREEWT
—ZE——F

REE
EHEE

Financial assets

at fair value
through profit or Available-for-
loss — held for Loans and sale financial
trading receivables assets Total
UATEENE
BEg8stABs
HNEMEE BXK AfEHEZ
-BEEE PE Wy R 38 CREE @t
HK$'000 HK$'000 HK$’000 HK$'000
BETFT EBETFT BETFT BEFT
Available-for-sale investments AfHEZRE - - 1,596 1,596
Trade and bills receivables FE W E Z R R R IR - 8,323,230 - 8,323,230
Financial assets included in prepayments, B SRBMNHE K&K EM
deposits and other receivables U HIERZ SR A E - 808,659 - 808,659
Derivative financial instruments MEEWTA 20,203 - - 20,203
Cash and cash equivalents ReERBEEEY - 3,049,455 - 3,049,455
20,203 12,181,344 1,596 12,203,143
Financial liabilities THEEE

Financial liabilities at
amortised cost

RS RAGHE

ZemER

HK$'000

BYFT

Trade and bills payables EREZREFI R ENEE 8,842,950
Financial liabilities included in other payables BEREMBERNRBRK

and accruals BREATZEHAR 1,447,567

Interest-bearing bank borrowings Bt 2 RITE K 1,933,556

Bond payable B ES 35,411

12,259,484
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NOTES TO FINANCIAL STATEMENTS

45. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

2010
Group

Financial assets

45. REH B S 2T AR)

—E-%F
AW
PREE

Financial assets

at fair value
through profit or Available-for-
loss - held for Loans and sale financial
trading receivables assets Total
AAFEEGE
Bt AER
HemEE Rk AftHEze
-RHEER J& Yk 18 A& E it
HK$'000 HK$'000 HK$’000 HK$'000
EEFIT EEFT BB T BEEFT
Available-for-sale investments AHEEZRE = = 101,496 101,496
Trade and bills receivables W B 5 iR 3R K% B W R - 6,411,961 - 6,411,961
Financial assets included in prepayments, BERBHRE - Eek
deposits and other receivables Hith g HRIER 2
SREE - 933,285 - 933,285
Derivative financial instruments MTEEMIE 15,508 - - 15,508
Cash and cash equivalents ReEkBEEEY - 2,772,026 - 2,772,026
15,508 10,117,272 101,496 10,234,276
Financial liabilities ZTHEE

Financial liabilities at

amortised cost

REHEK A E

=L

HK$’000

BB T

Trade and bills payables R B 5 0R R R B E & 7,209,673
Financial liabilities included in other payables and 8 & 7 £ fth & {4 7078 &

accruals BRERATZERAE 1,046,441

Derivative financial instruments MTEEMIE 6,456

Interest-bearing bank borrowings M ERITER 1,496,311

Bond payable B EH 226,296

9,985,177
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RERNE S 2EM T A(H)

Company ¥ /N
Financial assets THEE
2011 2010
—E——F —E-TF
Loans and Loans and
receivables receivables
EXREWRE ER R EWRRIE
HK$’000 HK$'000
EBE T BB FT
Financial assets included in prepayments, BERENTIE  BEK
deposits and other receivables HERFETFZSREE 1,007 2,918
Due from subsidiaries JiE Wt B /8 /A m) FR 1B 3,796,813 3,084,242
Cash and cash equivalents RekBFeEED 8,575 1,347
3,806,395 3,088,507
Financial liabilities THEE
2011 2010
—E——fF —E-TF
Financial Financial
liabilities at liabilities at
amortised cost amortised cost
b8 E)o % 12 85 P AR
TEzeHmEeRE HEZERABE
HK$000 HK$’000
BETFT BT
Financial liabilities included in BEREMENKIER
other payables and accruals HREATZEHMAR 10,622 10,483
Due to subsidiaries FE ST FT B A ) X IB 1,296,047 1,645,357
1,306,669 1,655,840
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FAIR VALUE HIERARCHY 46. AFEERATFEESR
Fair value hierarchy AFEBEER
The Group uses the following hierarchy for determining and disclosing AEEFEATIHSAEERBEENECR ITAEZA
the fair value of financial instruments: FEME :
Level 1: fair value measured based on quoted price (unadjusted) Eh—: AFEBEAERREBEEERMS LA
in active markets for identical assets or liabilities HERECAR)NESEEXER
Level 2: fair value measured based on valuation techniques for EH=: AT EEGTEEREMBEATEEE
which all inputs which have a significant effect on the EANENTHAZBENE ELHE
recorded fair value are observable, either directly or BB R B A b E R
indirectly
Level 3: fair value measured based on valuation techniques for EH= AFEEFEREBRBEEMEAFER
which any inputs which have a significant effect on the BEAVENTHERZTIRERTE
recorded fair value are not based on observable market RE| KT 5 BUR A B ST (P B R
data (unobservable inputs) BB ER)
Assets measured at fair value: URFEEGTENEE:
Group KEE
As at 31 March 2011: RZFE——F=H=+—£H:
Level 1 Level 2 Level 3 Total
EH—- EH= 8= @it
HK$'000 HK$'000 HK$’000 HK$°000
BEFT BEFT BYEFT BEFT
Derivative financial instruments MEERIA - 20,203 - 20,203
As at 31 March 2010: RZFE—FF=H=1+—H:
Level 1 Level 2 Level 3 Total
EH— EH- EH= Bt
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT
Derivative financial instruments MTESLBMIA 1,239 14,269 - 15,508
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FAIR VALUE HIERARCHY (continued) 46. A VFEERAFEESZR(E)
Fair value hierarchy (continued) AFEEER(E
Liabilities measured at fair value: UAFEEGTEHERE:
Group KL E
As at 31 March 2011: R-F——F=F=+—£H:
Level 1 Level 2 Level 3 Total
8- = Z4= et
HK$'000 HK$’000 HK$’000 HK$'000
BETFT BETFT BETFT BETFT
Derivative financial instruments ESRIA - - - -
As at 31 March 2010: R-ZF-—FF=H=4+—H:
Level 1 Level 2 Level 3 Total
EH— - EH= et
HK$'000 HK$'000 HK$'000 HK$'000
BT BEFIT BETFIT BT
Derivative financial instruments TEemIT A - 6,456 = 6,456
During the year, there were no transfers into or out of Level 3 fair RAFERN WENAFLEEFENEE  URKE
value measurements (2010: Nil). ARBHRER=(ZT—TF: ).
The Company did not have any financial assets and liabilities at fair RZE——FR-ZT—ZFTF=A=+—H ' XA7H
value as at 31 March 2011 and 2010. WELARNFEBEFENEERBE -
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 47. BIREREEAERBEX

The Group’s principal financial instruments, other than derivatives,
comprise interest-bearing bank borrowings, a 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
forward currency contracts. The purpose is to manage the 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.

BOTERIN  AEB 2T 2SR T ABENSRT
EX ENESERSLRSEFEY - 2FEHT
ANTEAERRAEECEARAIREESER
Ao AKEEREEAMERMEERAR  fM
LEBRTERELZRERBESRALBKRER
AR ENEZRR R ENRE -

AEBENAVTETARS  EREEEREEHE
ek FTLENAENAEEEREERMEM
EENINERR -

AEEERTAMEEZETZARANERR M
SRR SNERR FERRRADERR - -ZE
ZERNLAREESHEEARZIERE  AERK
BURT - AKENBHATETAN S BERN
I A 7 R B RE2.4 -
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47.

NOTES TO FINANCIAL STATEMENTS

B 7% ¥R 3R I =

31 March 2011 —E—%=A=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

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 2011, approximately HK$1,915,851,000 (2010:
HK$748,441,000) 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 at the end of the
reporting period to a reasonably possible change in interest rates, with

47.

MEEREEERRBRE)

A =R 2 bz
AEBEMEBZT SN XEHRAREIZEAEE
BTN EFEZEREMA -

R-EBE——F=FA=+—H AEEZHEERY
B #1915,851,000c(= T — T F: B K&
748,441,00070) iR F B A RETE - AEBEEE
B8 2 T 3% FI| 2 & &) /2 & B8 &< 4 o

RBEHR TRERAEAIBE 2 X E 5 (B
i B SR 15 P B ) 8 A &= B B B AT s A GE 3B F B

all other variables held constant, of the Group’s profit before tax MEERZZE)NRREE -
(through the impact on floating rate borrowings).
Increase/(decrease) Increase/(decrease)
in basis points in profit before tax
2 BR B4 A2 R
EH/ (1K) #in,/ (@)
HK$’000
BEFT
2011 —2——F
HK$ borrowings BEER 100 (26,774)
HK$ borrowings EEER (100) 26,774
2010 —Z2-ZF
HK$ borrowings BEE R 100 (1,062)
HK$ borrowings B E R (100) 1,062
Market risk 5 B B

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.
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47.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

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 16% (2010: 15%)
of the Group’s purchases were 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 end of the
reporting period 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).

47.

B 7% ¥ 3R I 7

31 March 2011 —E——F%=A=+—H

MEEREEERRBRE)

M R B

AEEAERSGEERR - FAREZ RN EE
BANABEMNINEEBUIINEEETTZHE - A%H
BHE6% (CE—TFE 5% 2 RENRELES
MNINGEEEUIINMERTE - BREREIIER
BewE AEEEHENEBRZRTITLRAER
BHNEBHEERRR -

TRETRHERAREEMEETENBERT » K
SENORHEMEN(HNEBEELBENRAFE
BEEFHUNARBEXNSEECRZPIOHEE -

Increase/(decrease) Increase/(decrease)
in RMB rate in profit before tax
ARBER B Bt A% R
EH/ (1K) #m,/ (R D)
% HK$'000
B BETFT
2011 —T——%F
If RMB weakens against US$ BEARBHEEETEH 1) (44,970)
If RMB strengthens against US$ EAREHEEETERE 1 44,970
2010 —E—TF
If RMB weakens against US$ BEAREHEZTRER (1) (38,221)
If RMB strengthens against US$ EAREHEETERE 1 38,221

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 credit risk of the Group’s other financial assets, which comprise
cash and cash equivalents, available-for-sale financial investments,
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 41 to the financial statements.

ERER
AEBERERTREEBEIE=FEARS -
AEECBRERAUNAARRERD IR #
AERHERR -

rEBEeREERER2RASEEY A
HHEHESRKRE EMERRIRETIHETR)
ZEERBRIERZSE TR MAREZ
EReRREBHENZSETAZKREE - ARF IR
AEHVBERMEHEERR  FEH N UM
IR 5241 -
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47.

NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

Credit risk (continued)

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 29 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.
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FEEE R (8
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FE®E-
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B 1 LR
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47.

NOTES TO FINANCIAL STATEMENTS
B 7% ¥ 3R I 7

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 47.

(continued)
Liquidity risk (continued)

The maturity profile of the Group’s and the Company’s financial
liabilities as at the end of reporting period, based on the contractual
undiscounted payments, was as follows:

31 March 2011 —E—F%=A=+—H

Bt R bR B IR B AR R BUR ()

B 1 L B ()
AT HEINAEERARRNRBERRZEHAES
HBEREEFIAHERARKIAGFE) -

Group KEE
2011
—E——F
Less than
3 months or 3 to less than
on demand 12 months 1 to 5years Over 5 years Total
=@ A =2
U= +=EAR —ZHF BBREF wt
HK$°'000 HK$'000 HK$’000 HK$'000 HK$'000
BEFT BEFT BEFT BEFT BEFT
Interest-bearing bank borrowings MR RITER 467,335 237,804 1,328,225 - 2,033,364
Bond payable FE & 7 459 1,376 38,055 - 39,890
Trade and bills payables R E SRR K EMNER 8,745,032 97,918 - - 8,842,950
Other payables H fth fE 5K IB 875,616 571,951 - - 1,447,567
10,088,442 909,049 1,366,280 - 12,363,771
2010
—T-ZF
Less than
3 months or 3 to less than
on demand 12 months 1 to 5years Over 5 years Total
=@A =z
AT +=EAR —ERF HidhF Bt
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
BB TFT B For  EETFT B For  EEFT
Interest-bearing bank borrowings M ERITER 421,163 67,119 1,123,106 - 1,611,388
Bond payable R ES 3,779 233,854 = = 237,633
Trade and bills payables EBRESRA R ENER 6,834,765 374,908 = - 7,209,673
Other payables H fth & 15 5K IB 76,677 969,764 - - 1,046,441
Derivative financial instruments MEeMTA = 6,456 = = 6,456
7,336,384 1,652,101 1,123,106 - 10,111,591

2010/114F ¥R
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NOTES TO FINANCIAL STATEMENTS
B 7% ¥R 3% I 7

31 March 2011 —E—F=A=+—H

47. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 47.
(continued)

MEEREEERRBRER

Liquidity risk (continued) B = B (48D
Company KR A]
2011
S
Less than
3 months or 3 to less than
on demand 12 months 1 to 5years Over 5 years Total
=@EALT =ZZ+=#
o, B AR —ZRF EBAF HEt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BT BETT
Due to subsidiaries X RIENGIE S 1,296,047 - - - 1,296,047
Other payables H {th fE - 3B 10,622 - - - 10,622
1,306,669 - - - 1,306,669
2010
—ZET—ZF
Less than
3 months or 3 to less than
on demand 12 months 1 to 5years Over 5 years Total
={@ A =z
AR ENES +=@AA —EhHF 8 idhF ®Er
HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
BEEFr  EEFrT BT BT EEF
Due to subsidiaries JE A< B B A B 3R IE 1,645,357 - = - 1,645,357
Other payables H b & 5 58 10,483 — = — 10,483
1,655,840 - - - 1,655,840

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.
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47.

48.

NOTES TO FINANCIAL STATEMENTS

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 2011 and 31
March 2010.

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, a 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 ends of the reporting periods were as follows:

47.

B 7% ¥ 3R I 7

31 March 2011 —E—F%=A=+—H

B E R E R E R R BUR ()

EAREE(H)
AEBERERNEBURBBELBEMR R < B & 1E
HAE AEEAJABBRBHRRIRE 2BE
AR B3R B AN B TR ARFF S AR E AR AR -
AEBYEVAETHNIINNERER - RBE-ZF
——H=ZA=+—BARk=-Z— %$*E*+ B ik
FEAN ARAZERAERER BEKEFILE
B

AEEEREEABLRERELN  BERBEZXLL
iﬁﬁ%1%ﬁ@u“ﬁ%§$ﬁEL$%Zﬂ%
c AEBMEEKE ENREREEEBL X
ﬁEﬁ$¥ EEFREREMBRITER BNAE
Z BNEZERALENEE  EtENKERE
REABACLACEEY BEARRBARKR
s - NREPRZEERBERMNT:

Group

rEE
2011 2010
—E2——F —T-TF
HK$’000 HK$'000
BEFT FEETFT
Interest-bearing bank borrowings MERTE 1,933,556 1,496,311
Bond payable B ESH 35,411 226,296
Trade and bills payables EREZRT R EMNER 8,842,950 7,209,673
Other payables and accruals HihENHIBRBRER 2,401,391 1,850,178
Less: cash and cash equivalents BBEeRREEEY (3,049,455) (2,772,026)
Net debt BEFHE 10,163,853 8,010,432
Equity attributable to equity holders of the parent 73 ) % 3R 1 i 6,032,996 4,200,828
Total capital BER 6,032,996 4,200,828
Total capital and net debt BMERNEREF 16,196,849 12,211,260
Gearing ratio BEEAMEX 63% 66%

APPROVAL OF THE FINANCIAL STATEMENTS 48. Bk 2%k

The financial statements were approved and authorised for issue by WY BERRER-TE——FNATHALESS

the board of directors on 14 June 2011.

R R T2 o
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FIVE-YEAR FINANCIAL SUMMARY
190 neEoinpz

31 March 2011 —E—F=A=+—H

A summary of the results and of the assets, liabilities and non-controlling AEEBTRAEATBREERBEAE A MEEXT B ER
interests of the Group for the last five financial years, as extracted from the LEE BE BERFEEREZEENOT -
published audited financial information, is set out below.

RESULTS E ¥

Year ended 31 March
BE=A=+—HLHFE
2011 2010 2009 2008 2007
—EB——-F ZEZ-TF ZITThF ZTTN\F ZITTLHF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
B TFT BB F T BB F T BWF T B For

REVENUE A 56,803,774 50,178,281 42,326,342 35,243,773 25,418,398
PROFIT BEFORE TAX B %4 A g A 1,264,841 1,047,990 736,222 453,032 241,944
Income tax expense FriS i & A (208,502) (174,288) (126,936) (52,152) (40,631)
PROFIT FOR THE YEAR KEE mF 1,056,339 873,702 609,286 400,880 201,313
Attributable to: FER :

Equity holders of the parent ISENCIE S g 1,005,385 824,299 641,145 401,125 208,429
Non-controlling interests I 12 IR HE 2 50,954 49,403 (31,859) (245) (7,116)
1,056,339 873,702 609,286 400,880 201,313

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS B B

As at 31 March

R=BA=+—H
2011 2010 2009 2008 2007

—®-—-F -T-TF -—TTENE -EEN\FE -—FTTLEF
HK$’000 HK$’000 HK$'000 HK$'000 HK$’000
BEFT  BETFT  EEFT  EETFT  BETIT

TOTAL ASSETS o E 19,945,575 15,669,789 11,546,225 9,314,491 6,885,060
TOTAL LIABILITIES mEE (13,374,742) (10,996,406) (8,315,305) (6,670,795) (4,911,814)
NON-CONTROLLING INTERESTS IF 12 f% HE & (537,837) (472,555) (90,984) (17,777) (11,893)

6,032,996 4,200,828 3,139,936 2,625,919 1,961,353
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