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PERFORMANCE ANALYSIS

Despite the havoc brought by the Severe Acute Respiratory Syndrome
("SARS"), IT market in The People's Republic of China (the “PRC") still
managed to grow by 11.1% in 2003, according to the IDC reports.
Hardware, IT services and software accounted for market share of 72.3%,
17.7% and 10.0% respectively. The hardware segment reverted its
negative growth in 2002 with an increase of 8.0%, while the IT services
segment expanded by 20.6%.

For the year ended 31 March 2004, the Group's turnover increased by
14.1% from HKS$12,511 million last year to HK$14,277 million. Profit
attributable to shareholders recorded HK$34 million as compared with
last year's HK$179 million, while basic earnings per share were 3.95 HK
cents against last year's 20.85 HK cents. The fourth quarter of the
financial year generated a turnover of HK$3,289 million with profit
attributable to shareholders amounting to HK$59 million, an increase of
2.8% and 85.0% respectively compared with the same period last year.
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TURNOVER BY QUARTER

EERIFTELR

HK$'000

BT

(unaudited) Q4 change* Q3 change* Q2 change* Q1 change*

(REEER) EMEE L2 Yoy F=FE g BE_FE [ 3oy E—FE EE-

2003/04  Distribution pakz 2,847,851 3.6% 3,354,201 6.3% 3,234,404 25.1% 2728707  19.8%
Systems Integration RETEK 389,365 (5.4%) 546,917 69.2% 416,900 381% 527,328  2.2%
Networking Products HERE o 51,577 33.9% 67,275 54.0% 68,270 271% 44,513  (21.0%)

2002/03  Distribution x| 2,748,796 3,154,311 2,585,646 2,276,938
Systems Integration REERK 411,627 323172 301,878 516,101
Networking Products LR E G 38,529 43,686 53,696 56,373

* Percentage change compared with the figures recorded in the corresponding quarter of the previous year

* EEFERUBEL R IERA N

The Group's gross profit for the year recorded HK$940 million, lower
than last year's HK$1,001 million, while gross profit margin dwindled to
6.58% from 8.00%. For the fourth financial quarter, the gross profit of
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EFRBE1L,001HEL 0 MEFEAIAB8.00%
TPEZ658% - FNEEEHEFNEEK 24288

HK$242 million and gross profit margin of 7.36% were recorded, lower L BEFEAET36% KR EFRBHMNBE
than the respective figures of HK$259 million and 8.09% recorded in the 259 B BT 8.09% °

same period last year.

COMPARISON OF PROFIT ATTRIBUTABLE TO SHAREHOLDERS BY QUARTER

BREGEFNEELLE

HK$'000

BT T

(unaudited) Q4 change* Q3 change* Q2 change* Q1 change*
(RE®EI%) BNEE bl F=FF =8 FoFE ) F—FF =8
2003/04 58,869 85.0% 66,023 13.1% 57,673 10.6% (148,635) -
2002/03 31,815 58,387 52,145 36,696

* Percentage change compared with the figures recorded in the corresponding quarter of the previous year

*EEFERPBBLERIERA ML

Affected by the SARS outbreak at the beginning of the year, the Group
incurred a net loss of HK$149 million for the first financial quarter.
However, the Group took initiatives to bring the operations back to track
in the three succeeding financial quarters and managed to achieve
profitability for the full year despite the increasing pressure on gross
profit margin resulted from intensified competition.
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DISTRIBUTION BUSINESS

For the year ended 31 March 2004, turnover of the distribution business
increased by 13.0% to HKS$12,165 million from last year's HK$10,766
million. Its gross profit margin, however, recorded 5.15% which was lower
than the 6.95% of last year. Turnover of the business for the fourth
financial quarter increased by 3.6% to HK$2,848 million, whilst gross
profit margin declined to 5.86% from 6.81% of the same period last year.
The increase in turnover was mainly driven by the introduction of new
product lines in networking application products, storage products,
notebook computers and consumer IT products. The decline in gross
profit margin was largely due to the loss incurred by the mobile
telephone business in the first and second financial quarters and price
discounts introduced to dated series of Toshiba notebook computers in
the third and fourth financial quarters. Should the mobile telephone
business be segregated, a gross profit margin of 6.07% was recorded for
the distribution business for the year.

SYSTEMS INTEGRATION

The systems integration business generated a turnover of HK$1,880
million for the year ended 31 March 2004, an increase of 21.1% over last
year. Its gross profit margin of 13.59% was close to 13.84% of last year.
Turnover of HK$389 million was recorded in the fourth financial quarter,
slightly lower than HK$412 million recorded in the same period last year,
whilst its gross profit margin increased to 16.42% from 15.45% of the
same period last year.

Systems integration business enjoyed the robust growth rate of the
service sector with telecommunications, finance and government sectors
remaining as the Group's focusing verticals. Turnover derived from
application software development and services was recorded at HKS$S33
million only in the financial year 2000/01. However, this has increased to
HKS$235 million in the financial year 2003/04, which is approximately
seven times of 2000/01's figure. In particular, CTAIS, a tax collection and
management software developed by the Group, has become the core
software adopted by the State General Administration of Taxation of the
PRC in 144 cities across the country, accounting for 70% of the total
national tax being collected.
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In the year, the Group won a number of major contracts including the
provision of database consolidation solutions for China Construction
Bank, core banking system for China Development Bank, IP backbone
capacity expansion system for China Netcom, systems integration for
China Mobile, and Academia Resources Planning system for the China
Academy of Sciences. The Group has established its market position as
a prestigious IT services provider through enhanced capabilities in
providing industry-specific IT consultancy, integrated solutions and
project management, together with effective customer development
programmes. According to the 2003 IDC report, the Group recorded the
third largest revenue in terms of IT services provided in the PRC.

SYSTEMS INTEGRATION BUSINESS TURNOVER MIX IN 2003/04
2003/04 FERGERERELENWER

NETWORKING PRODUCTS

For the year ended 31 March 2004, the networking products business
recorded a turnover of HK$232 million, an increase of 20.5% over last
year. Its gross profit margin rose to 25.06% from last year's 19.79%.
For the fourth financial quarter, the business increased its turnover by
33.9% to HKS$52 million, while its gross profit margin increased slightly to
21.51% from 21.24% recorded in the same period last year. Sales from the
education and telecommunications sectors accounted for over 60% of
the total turnover of this business segment.
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OPERATING EXPENSES ANALYSIS

The Group's operating expenses for the year amounted to HK$814
million, an increase over last year's HK$739 million mainly due to the rise
in selling expenses and staff costs. Compared with the same period last
year, operating expenses for the fourth financial quarter decreased from
HKS$203 million to HK$160 million, representing 4.9% of the Group's
turnover against 6.3% recorded a year ago. Such decline in operating
expenses was primarily attributable to the writeback of bad debt
provisions totalling HK$57 million in other operating expenses in the
fourth financial quarter.

OPERATING EXPENSES AND ITS PERCENTAGE OF TURNOVER
BERARTEERBEALLH

HK$ '000
BETT
400,000
350,000
300,000
250,000
200,000
150,000
100,000

50,000

FY02/03
Q1

FY03/04

Q2 Q3 Q4 Q1 Q2 Q3

FINANCIAL MANAGEMENT

The management adopted stringent management and control over two
primary operating parameters, i.e. trade receivable and inventory, during
the year. At 31 March 2004, the Group's trade receivable amounted to
HK$1,614 million, slightly higher than the HK$1,512 million recorded at the
beginning of the year. Such increase was driven by the Group's turnover
growth during the year. Trade receivable turnover was improved to 39.4
days in the year as compared with last year's 40.2 days. Inventory
amounted to HKS$1,101 million at 31 March 2004, a slight increase as
compared with HKS$1,021 million at the beginning of the year. However,
inventory turnover was improved over last year shortening by 1.1 days to
28.6 days.

20 DIGITAL CHINA @/ ##5

Q4

EEBRAZON
REEAEENEEERARBES4EET &k
EFMBEIOEETEMLA 2R
HEBRAMBEIXNAGMEN - EWOEFE
HEBATREE®E160EE L BRRESF
RIEARERE 203 BB T - FThEINASE S X
BILEBIR4.9% - EERER6.3% - 2EEH
THRNEZRAZEFNETEHMEEBASP
BIEIRBEORIREESTRET

%

12.0% Operating Expenses

10.0%
% of Turnover

8.0% G &m0 A Mnt

6.0%
4.0%

2.0%

MK ERE
ERBEAFENYEREFERNEEMER
SIEIZERENEEMES - RZTTWME=
A=+—8  REE/EKE ST EBE1614
BEET AAFEYHNEBISI2EET
BEMEA  FERANAEEAFELES
BENBREE - AFERIKE FIRFHEEX
B EAFAUBHRE 402K THRET
394K - RZETWF=A=+—HB FEAR
BEI0BETT - LLAFENREE1,02188
TEEE LT R FERNASRHELAF
BATRE BB TIIRK  E28.6K °

ANNUAL REPORT #F#i 2003/04



COMPARISON OF TRADE PAYABLE, TRADE RECEIVABLE AND INVENTORY TURNOVER DAYS

ENEZIRNK - EREZRARFEBERAB LR

Days
RE

45

30

2003/04

2002/03

Trade Payable Trade Receivable Inventory
Turnover Turnover Turnover
ERE SiRksEE FEWE SR FAE FERE

At 31 March 2004, the Group's trade payable decreased to HK$1,200
million against HK$1,424 million at the beginning of the year. Trade
payable turnover fell to 35.2 days from last year's 36.8 days. At the end
of the year, the Group recorded net cash outflow from operating activities
of HK$145 million. Nonetheless, the Group's overall cash cycle improved
to 32.9 days in the year from 33.2 days last year.

REEMNENEZIRRN _ZTNF=A=1+—
HAE1,200 A& T - WAFEVIHEE1,424
BETEMRY - BRNESHIRFHBEXEH
EFEMW3I6.8RTHREIS2K - REFRE -
REBZ QA EESRERES FHEABK1458 58
TC e EREBEEENESHEERAERENEE
WEFRIIB2REEARFERIRIK -

ANALYSIS OF TRADE PAYABLE, TRADE RECEIVABLE AND INVENTORY TURNOVER BY QUARTER

ENEZIRNK - EREZRAREFEBERBZZESN

(The following table is shown in terms of days)

(TRUARHFR)
2003/04 2002/03
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q
Trade Payable Turnover BT E ZR7GEE 420 394 405 379 50.6 375 328 327
Trade Receivable Turnover [EWE ZiRFUEE 452 374 407 447 437 388 469 459
Inventory Turnover FaRE 315 251 296 338 329 285 296 300
Cash Cycle B 347 231 298 406 260 2958 437 432

Trade receivable turnover was 45.2 days in the fourth financial quarter of
the year, a considerable increase compared with 37.4 days in the third
financial quarter. However, trade receivable did not increase but actually
decreased slightly to HKS$1,614 million at the end of the fourth financial
quarter, from HK$1,692 million recorded at the end of the third financial
quarter. The increase in trade receivable turnover was largely a result of
sluggish sales recorded in the fourth financial quarter affected by
seasonal factors.
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Inventory turnover was 31.5 days in the fourth financial quarter of the
year, which represented a slight improvement against the 32.9 days in the
same period last year, but an increase as compared with 25.1 days in the
third financial quarter. The reason for the comparatively better inventory
turnover figure in the third financial quarter was the higher revenue,
which was HK$680 million more than the fourth financial quarter. Trade
payable turnover was 42.0 days in the fourth financial quarter, which was
higher than the 39.4 days recorded in the third financial quarter.
However, trade payable at the end of the fourth financial quarter
decreased significantly to HK$1,200 million against HK$1,708 million at
the end of the third financial quarter. The decline was mainly due to
payment of amounts to vendors due in the fourth financial quarter, which
directly resulted in a net cash outflow from operating activities of HK$417
million recorded by the Group at the end of the fourth financial quarter.

FURTHER REVIEW ON DISTRIBUTION BUSINESS

Having gone through over 10 years of development, the Group's
distribution business has evolved into two diverged operating models,
i.e. low-end general IT products distribution and systems products
distribution.

PRODUCT LINE CATEGORISATION OF DISTRIBUTION BUSINESS
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B2 S R AR E SR 0 84 ©

Distribution Wik - General IT Products BRITER
Notebook computers SEAEM Notebook computers E e
Desktop computers A Desktop computers A
PC servers PCfalf2S PC servers PCfalfReS
Data projectors 8- Data projectors R
Peripherals SR Peripherals SR
Accessories = Accessories =4t
Consumer IT products HERITE D Consumer IT products HERITER
Unix servers Unix{al Az 8%
Networking products 4R
ligifiig?;ﬁgsre gggﬁ Systems Products RABER
Unix servers Unix{a] A 8%
Networking products* LR E
Networking products ~ #EmR T pr(igucts e
Networking products BAmEEEER Packaged software RN

* Including own-branded networking products

* 2 BB mERMER
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General IT products distribution includes seven product groups namely
notebook computers, desktop computers, PC servers, data projectors,
peripherals, accessories and consumer IT products. The Group maintains
close business relationships with approximately 6,000 down-stream
resellers and chain stores in the PRC. It has entered into distribution
agreements with 21 manufacturers on the distribution of 33 categories of
products, providing supply-chain management services including mainly
sales planning and marketing, credit and debt management, warehousing
and logistics. The management believes that general IT products
distribution in the PRC has experienced a major round of trade
consolidation in the past two years, as reflected by the drastic decline in
the number of distributors from dozens to less than twenty, among whom
only five to six managed to record a profit in 2003. However, given the
extensive territory of the PRC, the rising demand for IT products, and the
diversity of buying behaviour, the likelihood of an imminent nationwide
consolidation in IT retail market in the PRC is slim. The manufacturers
remain disabled in directly managing the massive and sporadic resellers
and retailers in the marketplace, as such that national distributors can
continuously create value to up-stream manufacturers and down-stream
resellers and retailers for a significant future period. Hence the
management believes that distribution market for general IT products
will sustain a steady growth. Nonetheless, the management has been
staying alert to the development in the market contemplating the
challenges and opportunities that may present to the Group should
manufacturers start to engage in direct sales or the retail market enter
into a consolidation. Given the multitude of brands and product lines
carried, extensive channel network, e-commerce platform and Enterprise
Resources Planning (ERP) system backed purchasing, ordering, credit
control and logistic services, the Group has maintained an edge over its
competitors and achieved market leadership in scale and efficiency.

Corporate users have been remaining as the core clientele of systems
products which include mainframe servers, networking and storage
products, and packaged software that are normally passed through
systems integrators. Systems business emphasises on the provision of
value-added services that embrace both technical expertise and know-
how, such as technical solution provisioning, hardware related
maintenance and systems training, in addition to product provision. In
1997 when there was yet any mainstream business model in the market
for high-end IT products, the management leveraged its expertise and
experience in general IT products distribution to launch the sales of
mainframe servers, networking and storage products, and packaged
software to corporate clients. As such, the Group was able to secure a
strong foothold in the segment one-and-a-half years ahead of its
competitors. In 2002, the Group took further strategic move to expand its
product lines and enhance its technical expertise and knowledge
management capabilities to impede competitors who were mostly
distributors of smaller scale with singular product. At 31 March 2004,
systems products distributed by the Group represented a strong profile of
28 brands, giving the Group strong competitive advantages to stay ahead
in the market segment.
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In view of the two different distribution models, the management has
provided the following data and detailed analysis.

1. Sources of turnover growth for the distribution business

The Group continued to enjoy a leading position in the distribution of
general IT products through resellers and retailers. Turnover in the year
derived from this business amounted to HK$8,160 million, a growth of
10.9% over last year. The total number of product lines increased to 33 in
the financial year 2003/04 against 24 in the financial year 2002/03 and
15 in the financial year 2001/02, and turnover from new product lines as
a percentage of turnover from total general IT products distribution for
the year reached 32.0%. The slow-down in revenue growth of existing
products is believed to have mirrored the evolution process in the
marketplace, whereby the increasing demands for new brands, upgraded
series and innovative features replaced the share of dated and
obsolescent models. The sustainability of deriving revenue from new
products will contribute positively to the turnover growth of general IT
products distribution business. During the year, the Group added a
number of new brands to its product lines, including the addition of HP,
IBM and ASUS to the existing Toshiba notebook computer series, Great
Wall to the existing HP and IBM desktop computer series, and Epson, NEC
and Sharp to the existing Toshiba and Chen Xing data projector series.
The consumer product lines were also enriched by Canon, Sharp,
Samsung and Casio series in the year.

Turnover of the notebook computers accounted for 29.0% of the Group's
total turnover of general IT products in the year. The four notebook
computer brands of which the Group has distribution rights commanded
an aggregate of 46.0% market share in the PRC, of which the sales
achieved by the Group accounted for 38.0%. Among the turnover of
other general IT products, peripherals and accessories accounted for
35.0%, desktop computers and PC servers for 16.0%, and data projectors
for 5.0%. Sales of consumer IT products grew rapidly during the year,
accounting for 8.0% of the Group's total turnover of general IT products
in the year as compared to 2.0% last year. The growth was mainly driven
by the organic expansion of the market and the Group's success in
securing multiple distribution rights to its existing series.

Turnover derived from the sales of systems products to corporate clients
amounted to HK$4,237 million, an increase of 17.7% over last year. Of the
turnover amount, networking products accounted for 35.0%, mainframe
servers for 38.0%, packaged software for 19.0%, and the high-flier
storage products for 6.0%. The growth rates achieved by networking
products, packaged software and storage products were significantly
higher than the average growth rates recorded by their respective
market segments. The mainframe servers grew less than the market
average, mainly due to the sizeable decline in market share of one of the
brands carried by the Group in the PRC.
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For the three financial years ended 31 March 2002, 2003 and 2004, the
Group had distribution rights for 12, 20 and 28 brands of systems
products respectively. Turnover derived from new products contributed
to 69.7% of the systems business's turnover growth in the year, playing
an important role that underpins the expansion of the systems business.

TURNOVER GROWTH BY QUARTER

BRE-TT-F —TE=FR-TEMF=A
=+t—HIEN=RSRFEE  ~AEEHRFRIERE
MERRESRESED R A12E - 201.?[]
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HIERADNERE69.7% @ YRS EKER
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EEBENEELR
HKS$'000
BT
(unaudited) Q4 change* Q3 change* Q2 change* Q1 change*
(FAgE) EmWEE  WE  HSFE 0 @8 FoFE 0 4% F-FE 4
2003/04 Distribution Pok ! 1908,443 (0.9%) 2,239,343 7.8% 2,170,673 21.5% 1,841,576 17.5%
Systems £S5 990,986 15.0% 1,182,133 5.5% 1132,000 32.9% 931,644  21.6%
2002/03 Distribution Pok ! 1,925,639 2,077942 1,787,258 1,566,872
Systems £S5 861,686 1,120,055 852,084 766,439

* Percentage change compared with the figures recorded in the corresponding quarter of the previous year

* EEFERPBEL R IERB D

2. Gross profit margin and growth trend of the distribution business

General IT products recorded a less than expected gross profit in the
year. The decline in gross profit margin was mainly due to the stock
clearance of mobile telephones in the first two financial quarters, and
reduction in prices of dated series of Toshiba notebook computers in the
subsequent financial quarters. General IT products contributed to 29.0%

2. PHEBERBRABES
BRITEQAFENENRBTMAL - TR
THIZESHEMATEEEFRERY
WE . URZENTEX IR ELATI
EHMRHIBOENYE - BATESHAEE

HEN BRI BT EF ) 43.0% BIEEARFER

of the Group's gross profit in the year, a decrease compared to 43.0% 29.0% - IR FIBRFHREBHFE - HibEA
recorded last year. After segregating the mobile telephone business, ITEROHEEFE—  F_RE=ZFEMNEFNEX
the rest of the general IT products distribution recorded a gross profit DRR4T6Y% 534%*[]4.15% * e EZE R
margin of 476%, 5.34% and 4.15% respectively in the first, second and B4.49% - ERERABRENETENREE
third financial quarters, and 4.49% in the fourth financial quarter. BEEKXEBEES - E%@%r%iﬁﬂ’\%ﬂ
The management believes that the major factors that adversely affected RS EEBIESON -
the gross profit margin have been largely brought under control, as
reflected by the pick up in the gross profit margin during the fourth
financial quarter.
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COMPARISON OF GROSS PROFIT AND MARGIN BY QUARTER
ENMENRNEZELR

HK$'000

BEET T 2003/04 2002/03

(unaudited) Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
(REEZ) FNEE F=FE FFE FFE FENEFEE F=FE F-FE FFFE
Gross Profit General IT Products @M ITE S 85734 86,478 31,608 68,983 M,380 122,738 103246 93,466
=7 Systems Products ZE&AER 92,244 118,858 108,874 91,786 83915 mon 84,943 74,578
Gross Profit Margin ~ General IT Products & ITE M 4.49% 3.86% 1.46% 3.75% 578% 5.91% 578% 5.97%
ESUES Systems Products ZEGHER 9.31%  10.05% 9.62% 9.85% 9.74% 9.99% 997% 973%

The systems products recorded increases in gross profits throughout the
four financial quarters in the year as compared with the corresponding
periods of last year, and attained a growth of 15.88% in gross profit for
the full financial year of 2003/04. The gross profit margins of the
systems business remained stable in the eight quarters of the two
financial years of 2002/03 and 2003/04 mainly due to the capabilities of
providing value-added services and the economies of scope benefited
from its full line offering.

FUTURE OUTLOOK

It has been observed that increasing commoditisation in general IT
products market has exerted huge pressure on the gross profit margins.
It is critical for the Group to maintain growth in turnover in the financial
year of 2004/05 through improving operating efficiency to benefit from
economies of scale, and leveraging its existing channel network and
logistic capability by providing multiple brands on each and every
product line. In parallel, initiatives on further capitalising on the Group's
e-commerce platform are taken, aiming at lowering operating costs.
Systems products distribution business shall proactively identify
opportunities in value creation to corporate clients, hence further
strengthening its competitive edge and market leadership. The ability of
providing full product lines and the capacity of offering related technical
services and professional training are regarded instrumental to attract
and retain customers. The Group will also explore innovative business
practice which forms strong collaborative and synergistic relationship
with manufacturers.
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TURNOVER GROWTH BREAKDOWN
EXERR2AED

HK$'000
BT
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The management believes that PRC's IT market is still immature, hence
characterised with huge demand on hardware given the need on IT
infrastructure building. This is different from mature market such as the
United States where demand for application development and services
has been increased to such a level that software, services and hardware
are taking equal share of spending in the IT market. By capitalising on the
strong demand for hardware, the Group has now obtained a leading
position in the PRC's IT market. The road ahead is to sustain growth and
maximise shareholder value, which is subject to the Group's capabilities
to identify and grasp the upcoming growth opportunities. Learning from
the experience of mature markets, the management believes that as the
PRC's IT market continues to grow, demand for application development
and services is anticipated to sustain a higher growth rate as such that
the recorded 17.7% of its current share of total IT spending recorded by
IDC is foreseen to be doubled. Based on this judgement, the management
is resolved to invest further in competency building and nurture stronger
relationships with corporate clientele in the finance, telecommunications
and government sectors.

In the financial year of 2004/05, the Group's IT services will continue
to adopt a customer-oriented and market-driven management concept,
which underpins the organisational structure, business process,
corporate culture and performance appraisal scheme. Given the further
opening up of the PRC's IT market with a more mature and quality-
demanding and competitive environment, the Group by capitalising on
its solid knowledge of customers' needs in targetted sectors, as well as
its further sophistication and proficiency in project management,
is well poised to maintain a satisfactory growth with solid gains for
its IT services.
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LIQUIDITY AND FINANCIAL
RESOURCES

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

The Group had total assets of HK$4,038 million at 31 March 2004 which
were financed by total liabilities of HK$2,663 million, minority interests of
HK$10 million and shareholders’ funds of HK$1,365 million. The Group's
current ratio at 31 March 2004 was 1.68 which was slightly higher than
that of 1.60 at 31 March 2003.

With the top priority on the strict control of trade receivable and
inventory, the Group continues to adopt a prudent financial management
approach to closely monitor its cash flow position and allocate financial
resources appropriately. The Group's cash and bank balances and
unsecured short-term bank borrowings at 31 March 2004 were HK$521
million and HK$463 million respectively.

The aggregate interest-bearing debts as a ratio of shareholders’ funds
was 0.74 at 31 March 2004 as compared to 0.55 at 31 March 2003. The
computation of the said ratio was based on the total interest-bearing
borrowings of HK$1,009 million (2003: HKS$761 million) and shareholders’
funds of HK$1,365 million (2003: (restated) HK$1,393 million).

At 31 March 2004, all the interest-bearing borrowings of the Group were
denominated in United States dollar.

Part of the United States dollar borrowings amounting to HK$463 million
were short-term bank borrowings repayable within one year and
guaranteed by the Company. The rest of the United States dollar
borrowings amounting to HK$546 million represented the syndicated
loan repayable within four years counting from the date of the first
drawdown and were guaranteed by Digital China Limited, a wholly owned
subsidiary of the Company. Further details of the sydicated loan are
disclosed under the sub-paragraph “Compliance with the Continuing
Disclosure Requirement under Chapter 13 of the Listing Rules” in the
Report of the Directors.
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The Group's total available credit facilities at 31 March 2004 amounted to
HK$4,100 million, comprising trade lines of HK$2,636 million, short-term
and revolving money market facilities of HK$918 million and transferable
loan facility of HK$546 million. At 31 March 2004, the facility drawn down
was HKS$1,240 million in trade lines, HK$90 million in short-term and
revolving money market facilities, and HK$546 million in transferable
loan facility. The management considers that the Group has sufficient
financial resources, unutilised credit facilities and reserves to meet its
business requirements.

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 have 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.

HUMAN RESOURCES

At 31 March 2004, the Group had approximately 4,200 (2003: 3,800) full-
time employees. The majority of these employees were employed in the
PRC. The Group offers remuneration packages in line with industry
practice. Employees' remuneration includes basic salaries and bonuses.
Staff costs of approximately HK$369 million were incurred for the year
ended 31 March 2004 (2003: approximately HK$310 million). In order to
attract and retain a high calibre of capable and motivated workforce, the
Company offers share options to staff based on individual performance
and the achievement of the Company's targets. The Group is also
committed to providing its staff with various in-house and external
trainings and development programs.
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[l 2 [ Digital China’s Own Branded Switches /1| 2185 &5 7 & f2 3
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