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We strongly believe that the current measures are
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instrumental in securing our long-term growth and
are necessary steps for meeting the bigger
challenges ahead.
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2001 was a year full of challenges for Digital China. The Information
Technology (“IT”) industry in the PRC lost its growth momentum
amid the global slump of the sector. This was further aggravated by
more intensified market competition as a result of the accelerated
forays of foreign IT companies into the PRC following the country’s
WTO entry, which brought dramatic changes to the PRC distribution
market for IT products. Facing these new challenges, the Group

adopted a proactive approach by initiating a number of reforms,
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which helped strengthen its sales network and tighten its control
on the credit limit and turnover of accounts receivable. While these
measures achieved remarkable results with the Group remaining
as the largest distributor of IT products in the PRC, the gross profit
margin of the Group’s distribution business was inevitably under
pressure. Nonetheless, we strongly believe that the current
measures are instrumental in securing our long-term growth and

are necessary steps for meeting the bigger challenges ahead.

Despite the strong market competition, there is still significant
room for further development in the PRC’s IT market. For this
reason, the Group signed distribution agreements with Kejian,
Alcatel and Nokia during the year to extend its range of distribution
products to mobile phones. Moreover, the Group joined hands with
Data Systems Consulting Co., Ltd. in February 2002 to develop the
Enterprise Resources Planning (“ERP”) market. The joint venture
has recorded an accumulated turnover of more than RMB1o million
in its first two months of operation. It is expected that these new
businesses will start to contribute profits to the Group in the
foreseeable future. Detailed business developments of the Group
are described in the “Management Discussion and Analysis”

section prepared by the management team headed by Mr. Guo Wei.

The Group’s turnover and profit attributable to shareholders for the
year ended 31st March 2002 amounted to HK$10,521 million and
HK$171 million, representing an increase of 23% and 21%
respectively from those of 2001. Earnings per share amounted to

20.4 HK cents (2001: 18.7 HK cents).
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During the year, the Group has undergone major internal changes. On
1st June 2001, Digital China was listed on the Hong Kong Stock
Exchange Limited (the “Stock Exchange”), which laid a major
milestone in the Group’s history. In October 2001, Digital China
appointed Mr. William O. Grabe as a non-executive director. Mr. Grabe
has extensive experience in the IT industry. He is presently a partner
of General Atlantic Partners, LLC (“General Atlantic”), and was a vice

president of IBM headquarters prior to joining General Atlantic.

The year under review also saw the Group implement a number of
risk management measures, adopt rigorous cost and credit control
policies, and establish an internal audit department to monitor its
operations. The Group also introduced a new performance
evaluation system to its sales department, linking the works of the
frontline staff to the Group’s business objectives. The system has
strengthened the management of the sales department, and will
be implemented in other departments shortly. Furthermore, as
part of the means to increase corporate transparency, the Group
has opted for making quarterly results reports and has set up an
investor relations department to enhance the communications

with investors.

The Group believes that the IT industry in the PRC will continue to
develop towards a service-oriented model, and has therefore made
the provision of IT services as a major objective for its business
development. As such, the Group has separated the software

operation from the hardware unit in our systems integration
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Slogan for the new fiscal year:
“IT Service China” Spun off from Legend Group Limited,
Digital China is listed on the Main
Board of The Stock Exchange of
Hong Kong Limited on 1st June 2001
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HEZ - Hit HIAKEERERKERUT  business. The independent software/ hardware unit has recruited
M BB R IE R D IRAB L2 » S EFE  additional talents including software development staff, and has
BAM B EEREE ABR M&IZI o also strengthened its training. Indeed, Digital China has adopted
S&F o WMEEFFL [ 1T BRIEPEI] BE  “IT Service China” as the slogan for its promotion programs this
BOs  FAEEEESEERENERER  year. | believe that the Group with a solid foundation and an
B WMEE —ESETE IT BRI advantageous position in the PRC market will be able to generate

FEHEEEE - better results from meeting the PRC’s needs for IT services.

BiE - AAEMBUBRR - EEE - B Last but not least, | would like to thank our shareholders,
BT - EFRMUEMEGH > BH#EAMBE  customers and suppliers for their strong support and our
—FHANEBFEEENZIFR TMA  management team and all staff for their hard work during the
Bhe past year.

XfE Chairman
Z=E) LiQin
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