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Last year marked a historical year for Digital China. In
May 2000, the Group successfully consolidated its
business structure. On 1st June 2001, Digital China
was spun off from Legend Holdings Limited and its
shares were listed separately on the Main Board of

The Stock Exchange of Hong Kong Limited.

In view of the feedback from the international roadshow
and the results of its initial public offering in Hong Kong,
Digital China Holdings Limited (“Digital China”) has
gained wide support from different sectors. This signifies
the corporate strategy of Digital China and its subsidiaries
(the “Group”) of developing e-commerce related
businesses in China has gained recognition in the capital

market.

I [RSFIEHIN ] AR LR RHITEE LRE
“Set sail in a windy day with a right direction” is the Group's
latest advertisement slogan

Although the sale of Information Technology (“IT")
products in developed countries, such as Europe and
America, was affected by the economic downturn, the
markets for IT products and services in China kept on a
rapid growth during the year under review. Proforma
turnover of the Group increased by 32% to HK$8,569
million for the year; while its proforma profit increased by
22% to HK$142 million. According to IDC's report in May
2001, Digital China was not only the largest IT products

Chairman’s Statement

| MEIEN T XA BRI
ERBARZMERABENE EH
Digital China Holdings Limited was successfully
listed on The Stock Exchange of Hong Kong
Limited on 1st June 2001

distributor, but also the largest IT products systems

integrator in China.

In line with the market changes and future development
trends in China, the Group has formulated the following

strategies during the year under review.

DISTRIBUTION BUSINESS

In order to facilitate an e-commerce environment, the
Group launched an online e-distribution platform
www.e-bridge.com.cn (“e-bridge”) in September 2000.
Resellers in Beijing were the first to be provided with the
e-distribution services more than 500 products for which
Digital China distributed. As at 31st March 2001, the total
value of on-line orders placed through e-bridge website
was approximately HK$280 million. During the year under
review, the Group has entered into an agreement with
Compaq pursuant to which, Digital China acts as a
distributor for Compaq products, including servers,
commercial use computers, pocket personal computers
and projectors.

NETWORKING PRODUCTS BUSINESS

In order to further explore the networking products market
in China, the Group established a joint venture with a
subsidiary of Taiwan-based D-Link Corporation (“D-Link")
in April 2000. The joint venture develops and distributes
networking products under a joint brand name, featuring
LAN, WAN, wireless and broadband products. After almost
one year of operation the brand name was well-received
by the market and was ranked third in the networking
products market in China in terms of sales.

Digital China Annual Report 2000/2001




ESE

Iff

:I w -‘E'-Ihat
un #MJLIF; ‘:fh

',-:-
R 1]

ﬁ TEAEERENERAEMATRTE

Slgned an agreement with Beijing Rural Credit
Cooperative Union on 27th July 2000
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SYSTEMS INTEGRATION BUSINESS

The Group's sector-focus strategy in government, finance
and telecommunications sectors has resulted in its being
awarded several important contracts, including the
“Beijing Rural Credit Cooperative Union Core Banking
System” and “Phase 2 project for China Unicom IDD Billing
and Servicing Systems”. Besides, the Group also launched
its self-developed and self-owned, Sm@rt series corporate
solutions to cater for the requirements of specific

industries.

The systems integration services of Digital China have
attained national recognition. In September 2000, the
Group became one of the systems integrators rated with
Grade 1 Quality Assurance in Systems Integration by the
Ministry of Information Industry in China, and passed the
ISO%001 Quality Management System annual review in
December 2000.

OPERATIONS

Moreover, to facilitate the development of e-commerce
and to cope with our future business growth, the Group
has implemented two measures in logistics. In May 2000,
an expressed logistics and fulfilment service, known as
Order to Delivery ("OTD"), was launched to our suppliers
and resellers; and in October 2000, the Group launched
an Enterprise Resources Planning (“ERP") System in 10
major cities. The system facilitates each step in the supply
chain relating to purchasing, transporting, warehousing
and distributing, thus providing a more efficient service
for resellers. In order to strengthen Beijing’s position as a
distribution centre for nationwide resources and
commodities and as a fulfilment centre between Beijing
and its peripheral areas, the Group has set up an
automated warehouse in Haidian District, Beijing in June
2001.

Chairman’s Statement

FUTURE PROSPECTS

The Group will focus on three business objectives (1)
develop the e-distribution business through the expansion
of e-bridge; (2) strengthen our research capability,
application software development and develop IT services
with a focus on software applications; (3) expand the
development and distribution of high value-added and
high margin networking products under the joint brand
name with D-Link, which includes the development of
WAN products.

With respect to the future prospects for IT industry in
China, the Board and the management of the Group are
full of confidence. Digital China will carry on the spirit of
Legend, with its practical and innovative approach, to face

the challenges ahead.
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