NOTES TO FINANCIAL STATEMENTS Bt % 3R & Kis:
31 March 2005 —ZEZRF=A=+—H

1. Corporate information

The head office and principal place of business of Digital China Holdings
Limited in Hong Kong 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:

distribution of general information technology (“IT”) products

distribution of systems products

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

2. Impact of recently issued Hong Kong Financial Reporting Standards
(“HKFRSs”)

The Hong Kong Institute of Certified Public Accountants (“HKICPA”) has
issued a number of new and revised HKFRSs, and Hong Kong Accounting
Standards, herein collectively referred to as the new HKFRSs, which are
generally effective for accounting periods beginning on or after 1 January
2005. The Group has not early adopted these new HKFRSs in the financial
statements for the year ended 31 March 2005. The Group is in the process
of making an assessment of the impact of these new HKFRSs and has so
far concluded that the adoption of the following new HKFRSs may have an
impact on the results of operations of the Group:

+  HKFRS 2: “Share-based Payment”

+  HKFRS 3: “Business Combinations”

HKFRS 2 requires an expense to be recognised where the Group buys
goods or services in exchange for shares or rights over shares, or in
exchange for other assets equivalent in value to a given number of shares
or rights over shares. It also requires the expensing of the fair value of
employees’ and directors’ share options granted, calculated by using an
option-pricing model. HKFRS 2 applies to accounting periods beginning on
or after 1 January 2005. Under the transitional arrangement of HKFRS 2,
the HKFRS shall be applied to shares, share options or other equity
instruments granted after 7 November 2002 that have not vested before
the HKFRS is first applied.
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2. Impact of recently issued Hong Kong Financial Reporting Standards
(*HKFRSSs”) (cont’d)

HKFRS 3 requires goodwill arising from a business combination to be
initially measured at cost, being the excess of the cost of the business
combination over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities. Following initial recognition,
goodwill is measured at cost less any accumulated impairment losses.
Goodwill is not amortised and is tested for impairment annually, or more
frequently if events or changes in circumstances indicate that it might be
impaired. HKFRS 3 applies to accounting for business combinations for
which the agreement date is on or after 1 January 2005. Under the
transitional arrangement of HKFRS 3, goodwill acquired in a business
combination for which the agreement date was before 1 January 2005
shall no longer be amortised from the beginning of the first annual period
beginning on or after 1 January 2005.

The Group will be continuing with the assessment of the impact of the
other new HKFRSs and other significant changes may be identified as
a result.

3. Summary of significant accounting policies

Basis of preparation

These financial statements have been prepared in accordance with
HKFRSs (which also include Statements of Standard Accounting Practice
and Interpretations) issued by HKICPA, 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.

Change in presentation of analysis of expenses

The presentation of analysis of expenses on the face of the consolidated
income statement has been changed to the function of expenses method
during the year, whereby expenses are classified according to their function
as cost of sales or operating expenses. Previously, expenses were
classified and presented on the face of the consolidated income statement
based on the nature of the expenses. In the opinion of the directors, due
to factors including the Group’s ongoing expansion in the Services
segment, the function of expenses method can provide a more relevant
and appropriate analysis of expenses in the consolidated income
statement to the financial statements users than the nature of expenses
method. Prior year expenses analysis is restated for comparative purposes.
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3. Summary of significant accounting policies (cont’d)

Change in segment identification

During the year, the Group changed its identification of reportable business
segments. The Group reclassified its previous three business segments,
namely, “Distribution of IT products”, “Provision of systems integration
services” and “Development and distribution of networking products” into
three new business segments, namely, “Distribution”, “Systems” and
“Services”. Further information of the three new business segments is
detailed in note 4 below. In the opinion of the directors, the new basis of
segment identification provides a more appropriate presentation of the
segment information. Prior year segment information is restated for
comparative purposes.

Basis of consolidation

The consolidated financial statements include the financial statements of
the Company and its subsidiaries for the year ended 31 March 2005. The
results of subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition or disposal,
respectively. All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders in the
results and net assets of the Company’s subsidiaries.

Subsidiaries
A subsidiary is a company 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 venture companies

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

The joint venture agreement between the venturers stipulates the capital
contributions of the joint venture parties, the duration of the joint venture
and the basis on which the assets are to be realised upon its dissolution.
The profits and losses from the joint venture company’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.
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3. Summary of significant accounting policies (cont’d)
Joint venture companies (cont’d)
A joint venture company is treated as:

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

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

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 company’s registered capital and is in a position to exercise
significant influence over the joint venture company; or

d) along term investment, if the Group holds, directly or indirectly, less
than 20% of the joint venture company’s registered capital and has
neither joint control of, nor is in a position to exercise significant
influence over, the joint venture company.

Associates

An associate is a company, 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 share of the post-acquisition results and reserves of
associates is included in the consolidated income statement and
consolidated reserves, respectively. The Group’s interests in associates are
stated in the consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting, less any impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of
the cost of the acquisition over the Group’s share of the fair values of the
identifiable assets and liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance

sheet as an asset and amortised on the straight-line basis over its
estimated useful life of 10 years.
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3. Summary of significant accounting policies (cont’d)

Goodwill (cont’d)

On disposal of subsidiaries, the gain or loss on disposal is calculated by
reference to the net assets at the date of disposal, including the
attributable amount of goodwill which remains unamortised and any
relevant reserves, as appropriate.

The carrying amount of goodwill is reviewed annually and written down for
impairment when it is considered necessary. A previously recognised
impairment loss for goodwill is not reversed unless the impairment loss was
caused by a specific external event of an exceptional nature that was not
expected to recur, and subsequent external events have occurred which
have reversed the effect of that event.

Related parties

Parties are considered to be related if one party has the ability, directly or
indirectly, to control the other party or exercise significant influence over the
other party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common
significant influence. Related parties may be individuals or corporate
entities.

Impairment of assets

An assessment is made at each balance sheet date of whether there is any
indication of impairment of any asset, or whether there is any indication
that an impairment loss previously recognised for an asset in prior years
may no longer exist or may have decreased. If any such indication exists,
the asset’s recoverable amount is estimated. An asset’s recoverable
amount is calculated as the higher of the asset’s value in use and its net
selling price.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. An impairment loss is charged to the
income statement in the period in which it arises.

A previously recognised impairment loss is reversed only if there has been
a change in the estimates used to determine the recoverable amount of an
asset, however 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
an impairment loss is credited to the income statement in the period in
which it arises.
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3. Summary of significant accounting policies (cont’d)

Fixed assets and depreciation

Fixed assets, other than construction in progress, are stated at cost less
accumulated depreciation and any impairment losses. The cost of an asset
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 fixed assets have been put into operation, such
as repairs and maintenance, is normally charged to the income statement
in the period in which it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of the fixed asset,
the expenditure is capitalised as an additional cost of that asset.

Depreciation is calculated on the straight-line basis to write off the cost of
each asset over its estimated useful life. The principal annual rates used
for this purpose are as follows:

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

Over the lease terms or 20%,
whichever is shorter

10% to 20%

10% to 20%

Land use rights
and buildings
Leasehold improvements

Office equipment
Motor vehicles

The gain or loss on disposal or retirement of a fixed asset recognised in
the income statement is the difference between the net sales proceeds and
the carrying amount of the relevant asset.

Construction in progress represents a building under construction, which
is stated at cost less any impairment losses, and is not depreciated. Cost
comprises the direct costs of construction and capitalised borrowing costs
on related borrowed funds during the period of construction. Construction
in progress is reclassified to the appropriate category of fixed assets when
completed and ready for use.
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3. Summary of significant accounting policies (cont’d)

Intangible assets

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 projects are clearly defined; the expenditure is
separately identifiable and can be measured reliably; there is reasonable
certainty that the projects are technically feasible; and the products have
commercial value. 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 production method, commencing from
the date when the products are put into commercial production.

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 lessee, rentals payable under operating leases are charged to
the income statement on the straight-line basis over the lease terms.

Long term investments

Long term investments in unlisted equity securities, intended to be held for
a continuing strategic or long term purpose, are stated at cost less any
impairment losses, on an individual investment basis.

When a decline in the fair value of a security below its carrying amount has
occurred, unless there is evidence that the decline is temporary, the
carrying amount of the security is reduced to its fair value, as estimated by
the directors. The amount of the impairment is charged to the income
statement for the period in which it arises. When the circumstances and
events which led to the impairment in value cease to exist and there is
persuasive evidence that the new circumstances and events will persist for
the foreseeable future, the amount of the impairment previously charged is
credited to the income statement to the extent of the amount previously
charged.

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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3. Summary of significant accounting policies (cont’d)

Contract accounting

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

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

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

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

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

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash
equivalents comprise cash on hand and demand deposits, and short term
highly liquid investments which are readily convertible into known amounts
of cash and which 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 balance sheet, cash and bank balances comprise

cash on hand and at banks, including term deposits, which are not
restricted as to use.
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3. Summary of significant accounting policies (cont’d)

Income tax

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

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

Deferred tax liabilities are recognised for all taxable temporary differences:

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

in respect of taxable temporary differences associated with investments
in subsidiaries and associates, except 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,
unused tax assets and unused tax losses carried forward, to the extent
that it is probable that taxable profit will be available against which the
deductible temporary differences, and the unused tax assets and unused
tax losses carried forward 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 and associates, 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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3. Summary of significant accounting policies (cont’d)

Income tax (cont’d)

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

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

Government grants

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

Revenue recognition

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

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

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

and

c) interest income, on a time proportion basis taking into account the
principal outstanding and the effective interest rate applicable.
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3. Summary of significant accounting policies (cont’d)

Employee benefits

Pension schemes

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those employees who are eligible
to participate in the MPF Scheme. Contributions are made based on a
percentage of the employees’ 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.

The employees of the Group’s subsidiaries which operate in the Mainland
of the People’s Republic of China (“Mainland China”) are required to
participate in central pension schemes 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.

Share option schemes

The Company operates share option schemes for the purpose of providing
incentives and rewards to eligible participants who contribute to the
success of the Group’s operations. The financial impact of share options
granted under the share option scheme is not recorded in the Company’s
or the Group’s balance sheet until such time as the options are exercised,
and no charge is recorded in the income statement or balance sheet for
their cost. Upon the exercise of share options, the resulting shares issued
are recorded by the Company as additional share capital at the nominal
value of the shares, and the excess of the exercise price per share over the
nominal value of the shares is recorded by the Company in the share
premium account. Options which are cancelled prior to their exercise date,
or which lapse, are deleted from the register of outstanding options.
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3. Summary of significant accounting policies (cont’d)

Dividends

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

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange
rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are translated
at the applicable exchange rates ruling at that date. Exchange differences
are dealt with in the income statement.

On consolidation, the financial statements of overseas subsidiaries and
associates are translated into Hong Kong dollars using the net investment
method. The income statement of overseas subsidiaries and associates
are translated into Hong Kong dollars at the weighted average exchange
rates for the year, and their balance sheets are translated into Hong Kong
dollars at the exchange rates ruling at the balance sheet date. The resulting
translation differences are included in the exchange fluctuation reserve.

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

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

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

As detailed in note 3 to the financial statements, from 1 April 2004, the
Group adopted a new segment reporting basis and reclassified its
businesses into three new business segments. Summary details of the
three new business segments are as follows:

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

c) the “Services’ segment engages in the provision of systems integration,
applications software development, consultancy and training, etc..
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4. Segment information (cont’d)

4. DEVER (B

Business segments S
The following tables present revenue, profit and certain asset and liability ~ FTEREZJIAEBEE D L2 RA -~ HEFI RETE
information for the Group’s business segments: ERBEER
Distribution Systems Services Consolidated
2N :| ES i%3 RE
2005 2004 2005 2004 2005 2004 2005 2004
ZTTRFE —ZTTNFE —TTHF —TTUF —TTHE —TTNF —TTRHE —TTNF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Group REE BT BETIT  B¥TT BT A% TT BNTT  B¥TT  B%ETT
(Restated) (Restated) (Restated) (Restated)
(&%) (&5 (E3) (&5
Segment revenue: D EBUA
Sales to external customers HETHINES 8,713,368 8,160,035 4,660,016 4,236,763 2,083,518 1,880,510 15,456,902 14,277,308
Segment gross profit DEEF| 484,932 272,803 444,797 411,762 253,923 255,675 1,183,652 940,140
Segment results DEEE 211,181 19,219 167,238 163,941 (4,775) 35,207 373,644 218,367
Interest income, unallocated FEWA « K
revenue and gains A R 25,298 16,082
Unallocated expenses RoOFEMAZ (153,364)  (160,099)
Profit from operating activities ~ #% % 5 Fl| 245,578 74,350
Finance costs & kAR (48,226) (46,751)
Share of profits and losses R EARZ
of associates i M R 5 1R - - - - 2,700 (3,498) 2,700 (3,498)
Profit before tax BRTEATE A 200,052 24,101
Tax HE 5,983 2,441
Profit before minority interests &> EA% R
TS AIE F 206,035 26,542
Minority interests DB R o 4,270 7,388
Net profit from ordinary REFEML B E
activities attributable to ES i plhe
shareholders 210,305 33,930
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4. Segment information (cont’d) 4, DEPER(E)

Business segments (cont’d) 50 Eb (8)
Distribution Systems Services Consolidated
D S B Fa
2005 2004 2005 2004 2005 2004 2005 2004

—ZETHE —TENF —TTHFE —TTNF —TTHRF —TTNF —TTRF —TTHNF
HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000

Group AEE BT AT A%Tr AT BT BETr BB Tr A% Trx

(Restated) (Restated) (Restated) (Restated)

(&%) (&%) (&%) (&%)

Segment assets DEEE 1,387,557 1,017,739 1,476,967 1,289,694 1,063,842 807,900 3,928,366 3,115,333
Interests in associates REEE QA

RS - - - - 39,373 29,669 39,373 29,669

Unallocated assets APBEE 919,634 893,214

Total assets BEE 4,887,373 4,038,216

Segment liabilities HEEE 905,910 704,644 633,819 560,792 580,348 284,342 2,120,077 1,549,778

Unallocated liabilities KOEAE 1,178,792 1,112,798

Total liabilities FEy =N 3,298,869 2,662,576
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5. Turnover, revenue and gains 5. ¥R WARWKE
Turnover represents invoiced value of goods sold and services rendered to & ZZAIEMAIE P HE S m MR HIRTS 2 2 2E (0

customers, net of business tax, value-added tax and government  BREZEF « BEHRMEFHE  UNMESEES
surcharges, and after allowances for goods returned and trade discounts. #r) o
An analysis of the Group’s turnover, other revenue and gains is as follows: REE LR - AW A RBES AT :
2005 2004
—FEnF —TEmE
HK$'000 HK$'000
BT BT
Turnover = 15,456,902 14,277,308
Other revenue Hi A
Government grants AT R 16,150 11,678
Interest income B A 3,118 3,126
Others Hh 10,166 8,018
29,434 22,822
Gains 6
Gain on forward foreign exchange contracts i HRSMNES 49 &
and interest rate swap M= 2 Was 16,073 4,774
Exchange gains, net BN W e F 8 2,271 182
18,344 4,956
47,778 27,778
6. Total operating expenses 6. HEERAAE

An analysis of the Group’s total operating expenses by nature is as follows: REBRBERME 2 ZBEBERBEHIWNAOT ¢

2005 2004

—ETnE —TEmE

HK$’000 HK$’000

BT BT T

Selling expenses HEEBR 100,401 95,545

Promotion and advertising expenses HEREEER 89,928 83,091
Staff costs included in operating expenses FI|A & EE A~ 8 THA

(including directors’ remuneration) (BIEESHS) 416,176 368,688

Other expenses EmER 379,347 346,244

985,852 893,568
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7. Profit from operating activities

The Group’s profit from operating activities is arrived at after charging/

7. REER

AEBzEERNELINGR G

(crediting):
2005 2004
—TThHEF S sfeS
Notes HK$’'000 HK$'000
B 5E BT BT
Cost of inventories sold EHFERA 14,016,378 13,140,066
Depreciation e 15 56,854 54,417
Auditors’ remuneration Z RN B & 2,990 1,250
Staff costs (including directors’ B IR (B4E
remuneration (note 9)): EEME (5E9)) -
Wages and salaries TER#H® 391,075 296,391
Pension scheme contributions*** RIS EHEI 24,111 19,932
Other benefits H b AgH) 56,859 52,365
472,045 368,688
Goodwill: G 17
Amortisation for the year* PNGECR: Xy 1,661 2,208
Impairment arising during the year* REFERE - 4,612
1,661 6,720
Amortisation of intangible assets** EmEEHE 16 3,575 865
Impairment of intangible assets™ mREERE 16 6,537 -
Minimum lease payments under T RIEF 2 RIRLE
operating leases in respect HERS
of land and buildings 47,154 30,933
Provisions and write-off of obsolete PREFE B L ME"
inventories® 19,237 11,492
Provisions and write-off of doubtful RN E SRR &
trade receivables* Fiich 28,553 34,678
Loss on disposal of fixed assets HEBRTEEBE 2,430 1,626
Exchange gains, net VTR Gy (2,271) (182)
Interest income FEUA (3,118) (3,126)
Government grants*** TSRS e Bl (16,150) (11,678)

The amortisation and impairment of goodwill, the provisions and write-off of obsolete

inventories and the provisions and write-off of doubtful trade receivables are included
in “Other operating expenses, net” on the face of the consolidated income statement.

Hox

on the face of the consolidated income statement.

reduce its contributions to the pension schemes in future years (2004: Nil).
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The amortisation and impairment of intangible assets are included in “Cost of sales”

At 31 March 2005, the Group had no material forfeited contributions available to
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7. Profit from operating activities (cont’d)

ko

Various government grants have been received for the sale of self-developed software

approved by the People’s Republic of China (the “PRC”) tax authority, the
development of software in Mainland China, and the investment in specific provinces
in Mainland China. The government grants received for the investment in specific
provinces in Mainland China were recognised upon the receipt of the grants, whereas
that received for the sale of self-developed software and the development of software
in Mainland China were recognised upon the sale of approved self-developed
software and completion of the development of related software, respectively. These

7. BEEN (@)

o REBEEMHEPEARLMB ([HE)) HH AR
A2 BITRIEEM « Fod B RE R 2 8 R p i BRRE
FEE A D ETTIRE TAEUE TR RL © & WERA1ER
hBIARE R TR A T TIRE 2 BT B 2 A ORG24
BERFTERR - ERBLIHE BT BRI RN P BRI %
WA #BE - RN RIS EER A 2 BITREE

R SER F R R 1R RER

ZEBRHAGA

WE R P A [E AU A RIS A - %S BB AR IE

government grants are included in “Other revenue and gains” on the face of the RS AREIE -
consolidated income statement. There are no unfulfilled conditions or contingencies
relating to these grants.
8. Finance costs 8. WEMA
2005 2004
—ZTThHF —ETHEF
HK$’000 HK$’000
Group AEHEH BT T BT T
Interest on bank borrowings IRITERF B 23,734 20,209
Interest on discounted bills ERNRZEAE 24,492 26,542
48,226 46,751
9. Directors’ remuneration 9. EEME

Directors’ remuneration for the year, disclosed pursuant to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong

RIEEZEEMERZMARDAESF LTRA (L
MARA) REBRBEPIE161FIE 2 AFE

Limited (the “Listing Rules”) and Section 161 of the Hong Kong Companies ~ ZEZB& T ¢
Ordinance, is as follows:
2005 2004
—TEHE —TEmF
HK$’'000 HK$’000
Group AEE BT T BT T
Fees* e~ 375 300
Other emoluments: Eps -
Salaries, allowances, benefits in kind e e BEYEAK
and pension scheme contributions** RIKS &R 9,033 7,738
Performance related bonuses B IFHN 2 TEAT 5,318 8,502
14,351 16,240
14,726 16,540
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9. Directors’ remuneration (cont’d) 9. EEME (B)

Directors’ fees include HK$375,000 (2004: HK$300,000) payable to the independent EEMSREINTARRB LN TESHRSABY

non-executive directors of the Company. There were no other emoluments payable to 375,0007C (ZZZ P4 : BE300,000T) © ALER

the independent non-executive directors of the Company during the year (2004: Nil). RNEFERNWES T AR BB IFNITE ST A
€ (ZTTMF - &) -

*
*

** The amount included pension scheme contributions for directors of approximately
HK$147,000 (2004: HK$634,000). . REEEREFRINEHE ZHROEE147,0007T
(ZZZW4F : B¥634,0007T) °

The number of directors whose remuneration fell within the following bands

BAEUTHEREZEREABIT

is as follows:
Number of directors

EEAH
2005 2004
“TTRF  —FTMF
Nil to HK$1,000,000 # 2 1,000,0007T 5 5
HK$1,000,001 to HK$1,500,000 781,000,001 7T 2% %1,500,0007C 1 -
HK$1,500,001 to HK$2,000,000 781,500,001 7T 278 %2,000,0007T - 1
HK$2,000,001 to HK$2,500,000 782,000,001 7T &% 2,500,0007T 1 1
HK$4,500,001 to HK$5,000,000 784,500,001 7T 278 %5,000,0007T 1 -
HK$5,000,001 to HK$5,500,000 785,000,001 7T 2% 5,500,0007T 1 1
HK$5,500,001 to HK$6,000,000 785,500,001 7T 2748 %6,000,0007T - 1
9 9

There was no arrangement under which a director waived or agreed to & S0 AN 8 N 5] 37 K EE sk 7] B E 1T o) B
waive any remuneration during the year. G-z

During the year, a director was granted share options in respect of his ~ AFR - —(15E BHE A A% B R HERE MERA
service to the Group under the share option schemes of the Company, AR 2IE T 2 BRE - & — LB HD
further details of which are set out in note 30 to the financial statements.  Eff§RARMI T30 « RNERFE L 2 BRI EERE
No value in respect of the share options granted during the year has been ~ R4RAWZER AHNK s AE M XA Lt EE
charged to the consolidated income statement, or is otherwise included in ~ Bil& 2 #ERA o

the above directors’ remuneration disclosures.
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10. Five highest paid employees

The five highest paid employees during the year included four (2004: four)
directors, details of whose remuneration are set out in note 9 above.
Details of the remuneration of the remaining one (2004: one) non-director,

10. &REFHNVES

AEEzEBHFAMEEBENE (CETHMFE
M2 EBF  REZMESFEHN LXHFIA -
BT —2FEFZIRSFHER (CTETHF : —

highest paid employee for the year are as follows:

F)ANFE e FEHRNT

2005 2004

—TERF —zEmF

HK$’000 HK$’000

Group AER BETIT BETFIT
Salaries, allowances, benefits in kind e 2R BYRAK

and pension scheme contributions* BIRESETEIHE 857 667

Performance related bonuses R IFHN 2 TEAT 500 1,882

1,357 2,549

*

The amount included pension scheme contributions for the employee of

approximately HK$38,000 (2004: HK$12,000).

Y REHEEREESRRDEE ZHRLERS8,0007T (=

T4 - A¥12,0007T) ©

11. Tax 1. BE
2005 2004
—EThHEF —ETIEF
HK$'000 HK$'000
BT BT T
Group: REH :
Current — PRC REFZ— 4,910 5,727
Deferred (note 22) IRIE (F13E22) (10,972) (8,168)
(6,062) (2,441)
Share of tax attributable to associates iy A 79 -
Total tax credit for the year REEHmAsT (5,983) (2,441)
a) PRC corporate income tax represents tax charged on the estimated a) FECEFRSHIERAERETENEATZ

assessable profits of the PRC subsidiaries of the Group. In general, the
PRC subsidiaries of the Group are subject to the PRC corporate
income tax rate of 33% except for certain subsidiaries which are
entitled to tax holidays and preferential tax rates.

b) No provision for Hong Kong profits tax has been made as the Group
had no estimated assessable profits arising in Hong Kong or had tax
losses brought forward from prior years to set off assessable profits for
the years ended 31 March 2004 and 2005.
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11. Tax (cont’'d)

c) PRC corporate income tax has been provided at the rate of 33% on
the estimated assessable profits of the PRC associates for the year
ended 31 March 2005. No provision for Hong Kong profits tax and
PRC corporate income tax had been made for the associates for the
year ended 31 March 2004 as the associates had no estimated
assessable profits.

A reconciliation of the tax expense applicable to the profit/(loss) before tax
using the statutory rates for the countries in which the Company, its
subsidiaries and associates are domiciled to the tax expense at the
effective tax rates, and a reconciliation of the applicable rates (i.e., the
statutory tax rates) to the effective tax rates, are as follows:

11.

TiIE (58)

FRCEMBHIBEBEIEE_STRAF=
A=Z+—BIEFERTEBE AR ZEHE
AR T2 33% 2 T R AE LB o BRRNE
NARBE_ZEZENF=A=+—RHILFE
HEMAFERTUER - RALE A A QT
MEBFEH LB EASHED B -

REALT  AHBAARABEADREDR
ZEEBEEHERBAET, (518) 2 BB

X

CEERBERGFEZRARXEE - ARER

BEENEERE) BERBELHHRNT

2005
—ZZEERF
Hong Kong Mainland China Total
&% B ARE @t
HK$'000 % HK$'000 % HK$’000 %

Group AEH BEFIT BEFIT BETIT
Profit/(loss) before tax B ALER, (B518) 318,618 (118,566) 200,052
Tax at the applicable tax rate RERBEFE 2B 55,757 17.5 (39,127) 33.0 16,630 8.3
Lower tax rate for specific FEE Mkt

provinces or local authority HEABIER X - - 34,125 (28.8) 34,125 17.1
Tax effect of unused tax losses RERZ AREAFE

not recognised EEBGETE 834 0.3 6,067 (5.1) 6,901 3.4
Income not subject to tax IR 2 WA (1,318) (0.4) (5,442) 4.6 (6,760) (3.4)
Expenses not deductible for tax AT HIFR 2 B2 294 0.1 7,265 (6.1) 7,559 3.8
Profit not subject to tax B AR 2 S A (55,567) (17.5) - - (55,567) (27.8)
Tax losses utilised from previous 7| @EHIR 2

periods HEEE - - (8,871) 7.5 (8,871) (@.4)
Tax credit at the Group’s BAEEERBIE

effective rate FE B - - (5,983) 5.1 (5,983) (3.0)
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11. Tax (cont’d)

1. 18 (@)

2004
—ETF
Hong Kong Mainland China Total
=8 E AR st
HK$'000 % HK$'000 % HK$'000 %
Group REE BT T BT T BT T
Profit/(loss) before tax BRIEALEF, (E18) 92,623 (68,522) 24,101
Tax at the applicable tax rate RERATEFEHIE 16,209 17.5 (22,612) 33.0 (6,4083) (26.5)
Lower tax rate for specific FFE & 1 kit 75
provinces or local authority BEMRE - - 4,544 (6.6) 4,544 18.9
Tax effect of unused tax losses RERZARENAFIB
not recognised BEz BB E 41 0.1 9,173 (13.4) 9,214 38.2
Income not subject to tax AT 2 A 9) (0.0) (1,382) 2.0 (1,391) (5.8)
Expenses not deductible for tax  NAJFIFE 2 fI X 215 0.2 7,836 (11.4) 8,051 33.4
Profit not subject to tax BT 2w (16,456) (17.8) - - (16,456) (68.3)
Tax credit at the Group’s effective I ANEBERHX1E
rate ZFiE - - (2,441) 3.6 (2,441) (10.1)
12. Net profit from ordinary activities attributable to shareholders 12. BRREE B EER 2 HFFHE
The net profit from ordinary activities attributable to shareholders for the  ECETRF A=+ HILFEBALRAR

year ended 31 March 2005 dealt with in the financial statements of the
Company was HK$163,892,000 (2004: HK$58,920,000) (note 31).

MBwEMBRES B BRB SN FRAEE
163,892,0007T (= F T M4 : ##58,920,000

oo) (fis¥31) ©

13. Dividend 13. RE
2005 2004
—TTRE BE
HK$'000 HK$'000
BEFIT BETIT
Proposed final dividend FOR AR HARR B
- 8.53 HK cents (2004: Nil) —ERTAAR8.538L
per ordinary share (ZTTWNF - |) 73,465 -
The proposed final dividend for the year is subject to the approval of the AR A B AL AR A RIBRRERNEERTZ

Company'’s shareholders at the forthcoming annual general meeting.

HWMNBEE FH| 04/05

BIRBFRE EHE

81



14. Earnings per share

The calculation of basic earnings per share is based on the net profit
attributable to shareholders for the year ended 31 March 2005 of
approximately HK$210,305,000 (2004: approximately HK$33,930,000),
and the weighted average of 860,609,008 (2004: 858,935,014) ordinary
shares in issue during the year ended 31 March 2005.

The calculation of diluted earnings per share is based on the net profit
attributable to shareholders for the year ended 31 March 2005 of
approximately HK$210,305,000 (2004: approximately HK$33,930,000)
and 863,050,123 (2004: 864,664,146) ordinary shares, which was the
weighted average of 860,609,008 (2004: 858,935,014) ordinary shares in
issue during the year ended 31 March 2005, and the weighted average of
2,441,115 (2004: 5,729,132) 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 2005.

14. BREF

ERGRAEMNDREE -_EERF=A=1+—H
LEFE 7 B R R AL s F 5 58 4978 %5 210,305,000
TL(ZEZI4F - 4978#33,930,0007T) © A KRR
HE_ZEAF-A=1+—HLFERBETYE
A% 2 hkEF 5 $1860,609,008/% (Z T T P4 ¢
858,935,0148%) 5+ & -

MERERENIEEE ST RFE=A=1+—
BAELEHEFE2REEBEZAN FHELNBE
210,305,0007C (ZZZPU4F : #75#33,930,000
7)) }863,050,123% (— ZEZ 4 : 864,664,146
i) LBARETE - RN EBE AREBEE ST RF
AT ALFERABBITEBRR ZINETFY
£/860,609,008f% (= Z T U4 : 858,935,014
) UERBREREE-—_ZTZRF=-A=+—HI
FEANARARITEZ BRER G ABETELH
RABEERTERR 2 INEFHE2,441,1150%
(ZZZTWMEF : 5,729,132/%) Z #BH0 -

15. Fixed assets 15. BE&E
Land use
rights and
buildings Leasehold Office Motor Construction
+IHFEAE  improvements equipment vehicles in progress Total
RigF AERE WRERME ! IR #aEt
HK$’'000 HK$’000 HK$'000 HK$’000 HK$’000 HK$’'000
Group AEE BT T BT BT T BT T BT T BT T
Cost: RAE -
At beginning of year REY) 176,610 41,029 240,034 25,005 45,707 528,385
Additions nNE - 1,758 29,245 562 129,572 161,137
Disposals g (452) (686) (11,880) (990) - (14,008)
Transfers [ 8 - 763 2,093 - (2,856) -
Exchange realignment JER AR 1 13 - - 16
At 31 March 2005 R-ZEZRF
=A=+—H 176,160 42,865 259,505 24,577 172,423 675,530
Accumulated depreciation: ZEt#E :
At beginning of year REY] 5,955 16,783 96,607 15,314 - 134,659
Provided during the year ~ AEEHE 4,128 7,514 42,520 2,692 - 56,854
Disposals HE (161) (216) (9,847) (990) - (11,214)
Exchange realignment TER AR - - 2 - - 2
At 31 March 2005 R-BZRF
=Z=A=+—H 9,922 24,081 129,282 17,016 - 180,301
Net book value: IREFE
At 31 March 2005 R-ZEZRF
=A=+—H 166,238 18,784 130,223 7,561 172,423 495,229
At 31 March 2004 RZZTTF
—A=+—8H 170,655 24,246 143,427 9,691 45,707 393,726
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15, EE&E &)
R EX 2 ANEE T (FE A REFRELT
AL EREE ¢

15. Fixed assets (cont’d)
The Group’s land use rights and buildings included above are held under
the following lease terms:

Mainland China

FR B K e
HK$’000
BT T
At cost: D INE
Medium term leases AR ERTRAY 176,160

REERBEREER  AEASEIREHEAHE
7378 1580,687,000TT IR B A fE 2 -3ty R 8 F 2
BREREEAREEHEBIHBARL - EFX
R ARBEEHERNEREE

At the balance sheet date, certificates of ownership with respect to certain
Group’s land and buildings in Mainland China with an aggregate net book
value of HK$80,687,000 had not been issued by the relevant government
authorities. The directors represent that the Group is in the process of
obtaining the relevant certificates.

Leasehold Office Motor

improvements equipment vehicles Total

TS WAERE s st

HK$’000 HK$’000 HK$’000 HK$’000

Company /NG BT T BT BT BT T

Cost: RAA -

At beginning of year REH] 2,764 1,503 985 5,252

Additions NE 67 221 - 288

Disposals e - (25) - (25)

At 31 March 2005 R-ZEZEREF=A=+—H 2,831 1,699 985 5,515
Accumulated depreciation: ZEE -

At beginning of year REL] 1,207 695 394 2,296

Provided during the year REEIE 562 349 197 1,108

Disposals Ek= - (19) - (19)

At 31 March 2005 R-BERF=A=+—H 1,769 1,025 591 3,385
Net book value: IR EDFE ¢

At 31 March 2005 R-ZEZEHEF=A=+—H 1,062 674 394 2,130

At 31 March 2004 R-EZENF=A=+—H 1,657 808 591 2,956

HWMNBEE FH| 04/05
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16. Intangible assets 16. BELEE
Deferred
development
costs
IEIEF B A
HK$’'000
Group AEE BT T
Cost: KAE :
At beginning of year REF) 21,156
Additions o 22,649
At 31 March 2005 R-EBZERF=A=+—H 43,805
Accumulated amortisation and RS RORE
impairment:
At beginning of year REH 865
Amortisation provided NEFEH
during the year 3,575
Impairment during REERBERPERZRE
the year recognised in
the income statement 6,537
At 31 March 2005 R-EZEHEF=A=+—H 10,977
Net book value: IREDFE -
At 31 March 2005 R-ZEEHEF=A=+—H 32,828
At 31 March 2004 R-EENF=A=+—H 20,291
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17. Goodwill
The amount of goodwill capitalised as an asset in the consolidated balance

17. B8
FARENBRATEAMNGABEABRANER

sheet, arising from the acquisition of subsidiaries, is as follows: {tREEZEESB|HOT
HK$'000
Group AEE BT T
Cost: RAE -
At beginning of year and REVRR_ZZTRF
at 31 March 2005 =A=+—H 22,065
Accumulated amortisation ZEEERRAE
and impairment:
At beginning of year REL] 7,672
Amortisation provided during the year REEHH 1,661
At 31 March 2005 R-ZEZEREF=A=+—H 9,333
Net book value: IREDFE ¢
At 31 March 2005 R-BERFE=A=+—H 12,732
At 31 March 2004 R-ZEZENFE=A=+—H 14,393
18. Investments in subsidiaries 18. RIBEARIZIRE
2005 2004
—TTRF —TEmE
HK$'000 HK$'000
Company ¥iN/NE]| BT T BT T
Unlisted shares, at cost FE MR - IREKR 699,407 699,407

HWMNBEE FH| 04/05
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18. Investments in subsidiaries

Particulars of the principal subsidiaries are as follows:

18. RHBRARIZIE
TEWBRBFBAOT

Nominal value
of issued and

Place of fully paid
incorporation/ share capital/ Percentage
registration paid registered of equity
and operations capital attributable Principal
Name E3iiiz AV BEITRBRBRAZ to the Company activities
ey B RSB EE/BHERER RAFEEEDADE E- 33
Direct Indirect
ke G

Digital China (BVI) Limited British Virgin Ordinary shares 100 - Investment
Islands US$5,125 holding
REHERRAES gl REER

5,125%7T
Alternate Agents Limited British Virgin Ordinary share - 100 Provision of
Islands/ US$1 supporting services
Mainland China TR RIEEYIERE

KEERRES 17T

Hh A e

Digital China Limited Hong Kong Ordinary shares - 100 Investment
N EIE B R A A BB HK$2 holding
gl REZER

BT
Digital China (China) Limited** Mainland China Registered capital - 100 Systems integration
HEINERRS (R B AR AR B BE HK$50,000,000 and distribution of
EfER IT products
78150,000,0007T REER &
D EEITEE T
Chengdu Digital China Limited*# Mainland China Registered capital - 100 Systems integration
B EB e N EAE A IR A R B BE HK$5,000,000 and distribution of
EfER IT products
7&%5,000,0007T REER &
D EEITEE T
Shenyang Digital China Limited** Mainland China Registered capital - 100 Systems integration
BN BB AR AR B BE HK$5,000,000 and distribution of
EfER IT products
7&%5,000,0007T REER &
D EEITEE T
Shanghai Digital China Limited** Mainland China Registered capital - 100 Systems integration

BB AR QAN

86

EETPN S

HK$10,000,000
HMEAR
7 %10,000,0007T

and distribution of
IT products
D EEITEE T
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18. Investments in subsidiaries (cont’d)

18.

RIBRRZERE (&)

Nominal value
of issued and

Place of fully paid

incorporation/ share capital/ Percentage

registration paid registered of equity
and operations capital attributable Principal
Name sEMARSL, BEITRBRRAZ to the Company activities
“iE BB [ENEPE Feaiiis= % RRREERER BN FEEK

Direct Indirect

B e
Digital China (Shenzhen) Mainland China Registered capital - 100 Systems integration
Limited* B0 RRE HK$12,000,000 and distribution of
MBS ORI IR AR EERllIE=%N IT products
#5%12,000,0007T REK R
D EYITEE &
Xian Digital China Limited** Mainland China Registered capital - 100 Systems integration
BN ER AR IR RE HK$5,000,000 and distribution of
[ERIEEN IT products
75 #£5,000,0007T ES5 30953
D EEITEE &
Wuhan Digital China Limited** Mainland China Registered capital - 100 Systems integration
RZSNEIEER A B K RE HK$5,000,000 and distribution of
EfER IT products
78 #£5,000,0007T B 5093
D H8ITEE &
Nanjing Digital China Limited** Mainland China Registered capital - 100 Systems integration
A M BUSF R Q)Y AR RE HK$3,000,000 and distribution of
EfER IT products
7 3,000,0007T AR R
D EYITE &
Guangzhou Digital China Mainland China Registered capital - 100 Systems integration
Limited*- IR RE HK$12,000,000 and distribution of
EMNEINEIE G R AR EfE AR IT products
7&#£12,000,0007T ES5 30953
D EEITEE &
Jinan Digital China Limited** Mainland China Registered capital - 100 Systems integration
RN EIE B R AR B K RE HK$2,000,000 and distribution of
EfER IT products
75 #£2,000,0007T B 5093
D H8ITEE &
Digital China Marketing British Virgin Ordinary share - 100 Investment
& Services Ltd. Islands US$H1 holding
RELRARES T wEERK

15T
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18. Investments in subsidiaries (cont’d)

18.

RITBARZIRE (&

Nominal value
of issued and

Place of fully paid
incorporation/ share capital/ Percentage
registration paid registered of equity
and operations capital attributable Principal
Name Rl v BEETRBEREZ to the Company activities
Eq! B E B R EE/BH#FMER RRABEIEERENT FEEK
Direct Indirect
i s

Digital China Technology Limited Hong Kong/ Ordinary shares - 100 Distribution of
MBI R ER AR AR Mainland China HK$1,000,000 IT products
&%,/ Rl 2 8HITEE m

K RE 7##1,000,0007T
Digital China Advanced Hong Kong/ Ordinary shares - 100 Systems integration
Systems Limited Mainland China HK$50,000,000 and distribution of
HINBIS R RSB R A A &%,/ Rl IT products
B KR 7 #50,000,0007T ESE 39953
S EEITEE
Digital China (HK) Limited Hong Kong Ordinary shares - 100 Distribution of
1B MBS (B78) BRAR] BB HK$10,000 IT products
Tk 2 88ITEE i

#%10,0007T
E-Olympic International Limited British Virgin Ordinary share - 100 Holding
Islands US$1 trademarks
REHERRES T AR

17T
Digital China Networks, Ltd. British Virgin Ordinary shares - 99.1 Investment
M EIEREBR AR Islands US$10,000,000 holding
REHERRES T REER

10,000,000 7T
Digital China Networks Hong Kong/ Ordinary shares - 99.1 Distribution of
(HK) Limited Mainland China HK$2 networking products
FINERS MR () BRAA &%/ gl DIHBEER

B KR bk
Digital China (Shanghai) Mainland China Registered capital - 99.1 Development
Networks Limited* B KR HK$3,000,000 and distribution of
NS (8) s ER A a) [ERIN=ZN networking products
7%3,000,0007T WHEE K o SHAY 4R 2
Grace Glory Enterprises Limited British Virgin Ordinary share - 100 Investment
Islands US$1 holding
REBHERRES T REER

17T
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18. Investments in subsidiaries (cont’d)

18. RHBRRZIRE (B)

Nominal value
of issued and

Place of fully paid

incorporation/ share capital/ Percentage

registration paid registered of equity
and operations capital attributable Principal
Name Ak, BEITRBERRZ to the Company activities
“iE B E e mE,/ EHFMER RRREEERB N FEERH

Direct Indirect

HiEZ i
Digital China Software British Virgin Ordinary share - 100 Investment
(BVI) Limited Islands US$1 holding
INBASE AT (BV) BR A A RERBRES T REER
17T

Digital China Software Mainland China Registered capital - 100 Development,
(Shanghai) Limited** B K R US$2,500,000 design and
NS e (28) BR AR EMER consultancy
2,500,000 7T of application
software
and systems
ER=M R ARG 2
FE - R R
Digital China Sinoray Mainland China Registered capital - 100 Consultancy,
Technology Limited*- B K e US$5,000,000 design, development,
rE MBI RERE AR AR A& integration,
5,000,000 7T application and
maintenance
of electronic
financial systems
TREALREN
A BRGEE BAE
SR~ PEFA R #ErE
Beijing Digital China Limited* Mainland China Registered capital - 100 Systems integration
IERAMNEBIE AR AT IR RE RMB50,000,000 and distribution of
AR IT products
AR #50,000,0007T REK R
D EEITEE &
Beijing Digital China SicTech Mainland China Registered capital - 70 Application
Co., Ltd.* AR RE RMB19,000,000 software
b N S B4 15 BBl EMER development,

ERAA

HWMNBEE FH| 04/05
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18. Investments in subsidiaries (cont’d)

18.

RITBARZIRE (&

Nominal value
of issued and

Place of fully paid
incorporation/ share capital/ Percentage
registration paid registered of equity
and operations capital attributable Principal
Name Eaiiin AV BRITREBRBRAZ to the Company activities
Eg! B BB EE/BHFEMER RAREERERB DL FEXK
Direct Indirect
HiE I

Beijing Instant Technology Mainland China Registered capital - 98.5 Provision of
Logistics Co., Ltd.* A RE RMB10,000,000 logistic services
I RBHEYREHE AR AR &R REWRRS

AR #10,000,0007T
Digital China (Zhengzhou) Mainland China Registered capital - 90 Systems integration
Limited** BTN 175 RMB5,100,000 and distribution of
T BRES (M) BRRA R EfER IT products
AR#5,100,0007T REER &
D EEITEE T
Talent Gain Developments British Virgin Ordinary share - 100 Investment
Limited Islands US$1 holding
EBEBERRES TR TAEER

Ev
DGT Information Systems Hong Kong Ordinary shares - 55 Investment
Limited B US$3,000,000 holding
TSI B AR ARAR Preference shares WEER

US$1,000,000

gl

3,000,0003 7T

BEhR

1,000,0003 7T
DGT Information Systems Mainland China Registered capital - 55 Software development
(Shanghai) Limited+* LN 75 Us$1,500,000 and maintenance
1N B B A (18) &R services
ARAR" 1,500,000% 7T BFE R
HERTS
DGT Information Systems Mainland China Registered capital - 55 Software development
(Beijing) Limited*** R R US$1,100,000 and maintenance
1N ES @ A e () EfE R services
BRAF 1,100,000% 7T PR KL
HERTS
Power Gateway Limited* British Virgin Ordinary shares - 100 Investment
Islands USs$100 holding
NEERRES TR TAEER

1003 7T

registered names.

companies.

The above table lists the subsidiaries of the Company which, in the opinion
of the directors, principally affected the results for the year or formed a

These companies were newly established during the year.
The English names of these companies are direct transliterations of their Chinese

Registered as wholly-foreign-owned enterprises under the PRC law.
Registered as Sino-foreign joint ventures under the PRC law.
The Chinese names are the trade names but not the official names of these

> o w4

substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in particulars of

excessive length.
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19. Due from/(to) subsidiaries
The amounts due from/(to) subsidiaries are unsecured, interest-bearing and
have no fixed terms of repayments.

19. W (FEN) B A RHE
U, (FEA) B A
EEEE -

BIFIAT B - BB R

20. Interests in associates 20. REtERNTZER
2005 2004
—TERE  —TERE
HK$’000 HK$’000
Group AEE BT BT
Share of net assets EhEEFE 36,145 26,660
Amount due from an associate FE UGBS R R FRIE 5,110 4,891
Amount due to an associate FEAS & A RIFIE (1,882) (1,882)
39,373 29,669

The amounts due from/(to) associates are unsecured, interest-free and F’El&/(ﬁE M EER
have no fixed terms of repayments. TEEEH -

Particulars of the principal associates are as follows:

;:|

FIRTYEER - R RE

TEBERNBZFBOT

Percentage

Place of of ownership

incorporation/ interest

registration attributable
Business and operations to the Group Principal
Name structure Rl v REEREN activities
£y B B E R BEHEERAGHLL FEER
Digital China Management Corporate British Virgin 40 Investment holding
Systems (BVI) Limited S Islands WE R

REARRHES

Digital China Management Corporate Mainland China 40 Provision of
Systems Limited* 3 AR B K B enterprise resources
NEIBERERTARA planning software
and related services
RECEESRZSRMG
B BRS
Beijing Digital China Management Corporate Mainland China 40 Provision of
Systems Limited* 3 AR B K B enterprise resources

EFBMEBBERRBAR QA

WNBE FH 04/05 o1

planning software

and related services
RMECEERRFRUMT
NMBERRY



20. Interests in associates (cont’d) 20. REFE ARz =

Percentage

Place of of ownership

incorporation/ interest

registration attributable
Business and operations to the Group Principal
Name structure ERiiiz AV A EEEA activities
Eg ! KIRE B KA BN BEEZANT FEXEK
Guangzhou Digital China Corporate Mainland China 40 Provision of
Management Systems Limited* e AR B K e enterprise resources
BN MBS E IR RS A RA A planning software
and related services
REGEERAZRM
KBRS
Nanjing Mercuries DC Financial Corporate Mainland China 30 Development and sale
Systems Ltd.* 2 AR B K e of automatic teller
BRSNS == B R AL E machines and related
BRAF financial services
SRR Y & A il
EmRAERIEE
Beijing Digital China Wen Corporate Mainland China 40 Application software
Technology Limited* 2 AR B K e development, systems

LRI SIS SR BB R A A integration and
IT consultancy
services

REERYFEE - R4
SRR KT A AR TS

*  The English names of these companies are direct transliterations of their Chinese FREQARIZAXEBNEZEEFMEL 2R AR o
registered names.

PR bt e AR R AR RIREERE -
All of the above associates are indirectly held by the Company.

EFRA LR AEABE AT HAEEA
The above table lists the associates of the Group which, in the opinion of SR AEAY e EAEEEEFE YA
the directors, principally affected the results for the year or formed a B o BERAME L E A ATER -
substantial portion of the net assets of the Group. To give details of other EIERRTTE -
associates would, in the opinion of the directors, result in particulars of

excessive length.
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21. Long term investments

21. RERE

2005 2004
S —TEmF
HK$’000 HK$’000
Group AER BT BT
Unlisted equity investments, at cost ~ FEEMERIEE « LKA 30,545 -
22. Deferred tax 22. EIEFIE
The movements in deferred tax assets and liabilities during the year are  ELERIBEEENBBEFALEHNT ¢
as follows:
Deferred tax assets EEMRBEEE
2005
—ZTTRF
Losses available for
offsetting against
future taxable
profit Asset
AT AR AR provisions Others Total
FERB A 2 5 1R BERE Hth st
HK$’000 HK$’000 HK$’000 HK$’000
Group rEE BT BT BT T BT
At 1 April 2004 RZZEZNFMYA—H 3,045 12,312 4,174 19,531
Deferred tax credited/(charged) & RfEWzERFP&HA (FIER)
to the income statement ZIEFERRIE
during the year 7,986 3,002 (1,976) 9,012
Gross deferred tax assets RZZEERF=A=1+—H
at 31 March 2005 BT IE B E 4R 11,031 15,314 2,198 28,543
WMNBIEE F| 04/05 93



22. Deferred tax (cont'd) 22, IRIERIIE (BB)

Deferred tax liabilities EEHEERE
2005
—TTREF
Unrealised losses
from intragroup
transactions
SERARSHEE Others Total
ZAEREE Hith st
HK$’000 HK$’000 HK$’000
Group KEE BT T BEFIT BETIT
At 1 April 2004 R-ZZMEMA—H 2,417 340 2,757
Deferred tax charged/(credited) FRFEW SR P BR GEA)
to the income statement ZIRERTE
during the year (2,417) 457 (1,960)
Gross deferred tax liabilities R-BEERF=-A=+—
at 31 March 2005 2RI A ELREE - 797 797
Net deferred tax credited FREWZRPEFTA
to the income statement ZIRERTEFEE (BiEE11)
during the year (note 11) 10,972
Net deferred tax assets RZZEETRF=A=1+—H
at 31 March 2005 BT IEEE R 27,746
Deferred tax assets EEFEEE
2004
e usfeS
Losses available for
offsetting against
future taxable
profit Asset
A AR 88 R 2R provisions Others Total
FERBL I 2 B 18 BERE Hit st
HK$’000 HK$’000 HK$’'000 HK$’000
Group BT T BT T BETIT BT T
At 1 April 2003 R-EE=FMA—H 1,775 6,737 4,605 13,117
Deferred tax credited/(charged) FREWZERF A
to the income statement ($0BR) 2 BIEFTE
during the year 1,270 5,575 (431) 6,414
Gross deferred tax assets RZZEEMNF=A=1+—H
at 31 March 2004 ZIBEETIEE E R 3,045 12,312 4174 19,531
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22. Deferred tax (cont’d)

22. RIEFIIE (4B)

Deferred tax liabilities EEREBEEE
2004
—ETIF
Unrealised losses
from intragroup
transactions
EEARGEE Others Total
ZARBHREE HAth st
HK$’000 HK$’000 HK$’'000
Group KEE BET T BT T BET T
At 1 April 2003 R-ZZ=FN/F—H 1,545 2,966 4,511
Deferred tax charged/(credited) & RFEW X P IBR, (GEA)
to the income statement ZIRFETRIE
during the year 872 (2,626) (1,754)
Gross deferred tax liabilities ~ R=—ZZF=F=+—H
at 31 March 2004 ZIEERIEE BLTE 2,417 340 2,757
Net deferred tax credited FREKRZEERFPEFTA
to the income statement ZIEEREFE (EE11)
during the year (note 11) 8,168
Net deferred tax assets R-EZNF=A=+—H
at 31 March 2004 RIEFIBE EFR 16,774

The Group has tax losses arising in Mainland China of approximately
HK$100,604,000 (2004: HK$51,570,000) 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$30,051,000 (2004: HK$23,057,000) have
not been recognised as deferred tax assets since they have arisen in
subsidiaries that have incurred losses for some time.

At 31 March 2005, there was no significant unrecognised deferred tax
liability (2004: Nil) for taxes that would be payable on the unremitted
earnings of certain of the Group’s subsidiaries or associates as the Group
has no liability to additional tax should such amounts be remitted.

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

HWMNBEE FH| 04/05

AEBREBEFEAEZHBEBEBOBEE
100,604,0007C (ZZZ Y4 : #F¥51,570,000
70) ¢ Al ARERIEE £ BB 2 B R E) 2 AR RER
BosA - R AFRER - BRLEBIEEBE
N3 F 0] R M 2= BE 4975 #530,051,0007T
(ZZZ U4 : BE23,057,0007T) Ji K B E L&
B—BREZHBAR I KERABELERE

RZZEZTRF=ZA=+—0 RETAEEWS
NAREERRZ REL AT - ARZEFRE
S - AN S T AEEIMIIE - WA ER
MrEARERECHEBEEE (ZETHF ¢
) o

RARMBRRIMFZBE T2 BB
BE -
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23. Inventories

23. #E

2005 2004

—TTR%F —eEmE

HK$’000 HK$’000

Group KEE BETIT BETIT
Trading stock BESFE 1,283,673 1,101,402

At the balance sheet date, none of the inventories were carried at net
realisable value (2004: Nil).

24. Due from/(to) contract customers

REEAEBEXRGEER  BEFENTERFET
R (CETWF : 8\ -

24, U (M) SHREFZRE

2005 2004
—2EHs —eEmE
HK$’000 HK$’'000
Group AER BT BT
Gross amount due from contract BEFAEAEWIE 2 BIE DB
customers included in other receivables 2 ZXIE4E%E 34,310 15,717
Gross amount due to contract BEFAEMENFIBZ EBNENER
customers included in other payables ZHIBKREE (21,589) (5,035)
12,721 10,682
Contract costs incurred plus recognised ~ BEBEXRGEE HRIELE ZAHKAK
profits less recognised losses to date e MR FR B ERIEE 276,341 273,126
Less: Progress billings A EE R (263,620) (262,444)
12,721 10,682

25. Trade and bills receivables

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, extending up to 60 days,
90 days and 180 days for the Distribution business, Systems business and
Services business, respectively, for major customers. 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.
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25. Trade and bills receivables (cont’d)
An aged analysis of the trade and bills receivables as at the balance sheet
date and net of provisions is as follows:

25. ERUWE HIRF R EKRFERE (B)
REERBEREER  NMEBHRZEBEE SR
RAREBREZREDITFIRNT -

2005 2004

—TTRF —ETIEF

HK$'000 HK$’000

Group rEE BT T BT T
Within 30 days 30K A 1,061,425 700,029
31 to 60 days 31 REB0K 301,362 343,666
61 to 90 days 61 KEI0K 175,986 101,999
91 to 180 days 91 RE180K 264,540 233,266
Over 180 days BiE180K 300,754 234,861
2,104,067 1,613,821

Included in trade and bills receivables are amounts due from the related
companies of DGT Information Systems Limited (“DGT”), a subsidiary of
the Company, of approximately HK$8,299,000 (2004: Nil), which are
repayable on similar credit terms to those offered to the major customers
of the Group.

26. Cash and bank balances

FEUE SRR BN R & 58 6 15 UG M &%
BATGARAR ([EMNEIBBEBEEG]) (KA
BB RAR) v BBERTREHNEE
8,299,000/t (ZEZ M4 « £&) « JIRBRME TR
EEFERFZEUEEGERESE -

26. RERBITHEER

Group Company
AEHE /NG|
2005 2004 2005 2004
e —TEMmE —FERF —TERE
HK$’000 HK$’000 HK$’000 HK$’000
BEFIT BETFIT BT BETIT
Cash and bank balances e MIRTTEH 453,286 521,071 1,859 489

At the balance sheet date, the cash and bank balances of the Group
denominated in Renminbi (“RMB”) amounted to approximately
HK$404,339,000 (2004: HK$488,552,000). The RMB is not freely
convertible into other currencies, however, under PRC’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.
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27. Trade and bills payables 27. BEHESRRREMSRE
An aged analysis of the trade and bills payables as at the balance sheet REEBBEXRFLER @ BENESRANENZE

date is as follows: IR DITEFEAT
2005 2004
—EThEF ZETNEF
HK$'000 HK$'000
Group EE BT T BT
Within 30 days 30K 876,040 576,741
31 to 60 days 31RE6B0K 441,227 491,577
61 to 90 days 61 RXZE90K 188,583 35,847
Over 90 days HBiBIOK 155,105 95,665
1,660,955 1,199,830
28. Interest-bearing bank borrowings, unsecured 28. MIEMRITER  HER
Group Company
AEER IN/NG]
2005 2004 2005 2004
e —TEME —TERF —TEmE
HK$’000 HK$’'000 HK$’000 HK$’000
BT T BT BT T BT T
Bank loans repayable: JEERBIRTTER ¢
Within one year or on demand ~ — & RISk %1 803,095 463,014 273,000 -
In the second year REZFR 273,000 273,000 273,000 273,000
In the third to fifth years, F=FEFRF
inclusive (BREEEMT) - 273,000 - 273,000
1,076,095 1,009,014 546,000 546,000
Portion classified as current  ZI{EREN B E LD
liabilities (803,095) (463,014) (273,000) -
Long term portion RERER D 273,000 546,000 273,000 546,000

The Company guaranteed certain of the Group’s bank loans of REEABGBRAER  AQFDHETAEBIRE
approximately HK$530,095,000 (2004: HK$463,014,000) at the balance  1T& 4175 #530,095,0007T (Z BT P4 : B
sheet date. 463,014,0007T) 1EH LR o
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29. Share capital

29. RA&

2005 2004
B —EEmE
HK$’000 HK$’000
BT T BT T
Authorised: VETE
2,000,000,000 (2004: 2,000,000,000) 2,000,000,000/% (ZZZPU4F : 2,000,000,000%%)
ordinary shares of HK$0.1 each FREESEATz EBR 200,000 200,000
Issued and fully paid: BEBEITRARRKRN :
861,256,331 (2004: 859,746,331) 861,256,331% (ZZZ U4 : 859,746,331 %)
ordinary shares of HK$0.1 each BREESEA T EBK 86,126 85,975

During the year, the subscription rights attaching to 1,510,000 (2004:
1,042,000) share options were exercised at the subscription price of
HK$1.976 per share (note 30), resulting in the issue of 1,510,000 (2004:
1,042,000) ordinary shares of HK$0.1 each for a total cash consideration,
before expenses, of approximately HK$2,984,000 (2004: HK$2,060,000).

30. Share option schemes

2001 Share Option Scheme

The old share option scheme of the Company was adopted on 14 May
2001 (the “2001 Share Option Scheme”) pursuant to which the board of
directors of the Company may, at its discretion, grant options to full-time
employees (including executive directors) of the Company or any of its
subsidiaries (the “Employee(s)”) to subscribe for shares of the Company.
The purpose of the 2001 Share Option Scheme is to provide the
Employees with an opportunity to obtain equity interests in the Company
and to reward them for contributing to the long-term success of the Group.

The maximum number of shares issued and to be issued upon exercise of
options granted under the 2001 Share Option Scheme had not exceeded
10% of the issued share capital of the Company from time to time. The
maximum entitiement of any Employee thereunder had not exceeded 25%
of the aggregate number of shares subject to the 2001 Share Option
Scheme. A consideration of HK$1.00 was received on acceptance of each
grant. A detailed summary of the 2001 Share Option Scheme had been
disclosed in the 2001/02 annual report of the Company.

Due to the amendment of the requirements for share option schemes

under Chapter 17 of the Listing Rules, some of the provisions of the 2001
Share Option Scheme are no longer applicable.
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30. Share option schemes (cont’d)

2001 Share Option Scheme (cont’d)

At the annual general meeting of the Company held on 18 July 2002, the
shareholders of the Company approved the adoption of a new share
option scheme (the “2002 Share Option Scheme”) (details of which are set
out below) and the termination of the operation of the 2001 Share Option
Scheme. Despite the fact that no further options shall be granted under the
2001 Share Option Scheme, the provisions of the 2001 Share Option
Scheme shall remain in full force and effect in all other respects to govern
all outstanding options granted prior to termination.

The following table shows the movements in the share options under the
2001 Share Option Scheme during the year and the options
outstanding at the beginning and end of the year:

30. ERHERtE ()

T FEREE ()
RIZBZ-HFHLATNBRTZRRERREF
RE L ARRERIERA — B BRI E
(—ZZ_FRERETE) GHBEEN T30 k&
T FRRERE - AKX RBNEF
BRE-_ZT-FBREAZE - PREBR
T FREREE R R
THMABRETRERARER  UEEMBEL
IERTE R T RITE 2 A

E_—F

NREIE T FHERETE TERERE
FEANZEY  ARRENRERERITEZE
Pt -

Number of share options

EEHE
QOutstanding Outstanding Subscription
as at Granted Exercised Lapsed as at price
01/04/2004 during during during 31/03/2005 per share
e S the year the year theyear R-ZTTHF BRAEE Date Exercisable
Grantee mA—H AEE RERF AEFE ZA=+—8H (HKS) of grant period
Z55 IN AT AR AT R B ARFTHE (B# 7T R A I Es
(Note iii) (Note ii) (Note i)
(B i) (B i) (£
Directors
#=
GUO Wei 2,800,000 - - - 2,800,000 3.180 12/07/2001  12/07/2002-11/07/2009
BE 2,800,000 - - - 2,800,000 1.976 31/08/2001  31/08/2002-30/08/2009
LIN Yang 1,500,000 - - - 1,500,000 3.180 12/07/2001  12/07/2002-11/07/2009
w5 1,500,000 - - - 1,500,000 1.976 31/08/2001  31/08/2002-30/08/2009
HUA Zhinian 1,100,000 - - - 1,100,000 3.180 12/07/2001  12/07/2002-11/07/2009
FENF 1,100,000 - - - 1,100,000 1.976 31/08/2001  31/08/2002-30/08/2009
Other employees 32,582,000 - - (5,192,000) 27,390,000 3.604 08/06/2001  08/06/2002-19/06/2009
Hit{gg 1,100,000 - - - 1,100,000 3.180 12/07/2001  12/07/2002-11/07/2009
19,736,000 - (1,510,000) (1,388,000) 16,838,000 1.976 31/08/2001  31/08/2002-30/08/2009
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30. Share option schemes (cont’d)

2001 Share Option Scheme (cont’d)
Notes:

i)

i)

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

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

The weighted average of the closing prices of the Company’s shares immediately
preceding the exercises of options on 7 April 2004, 22 April 2004, 22 March 2005
and 29 March 2005 was approximately HK$2.54.

No options were cancelled under the 2001 Share Option Scheme during the year.

At the balance sheet date, the Company had 56,128,000 share options
outstanding under the 2001 Share Option Scheme. The exercise in full of these
outstanding share options would, under the present capital structure of the
Company, result in the issue of 56,128,000 additional ordinary shares of the
Company and additional share capital of approximately HK$5,612,800 and share
premium of approximately HK$157,713,000 (before issue expenses).

2002 Share Option Scheme
The 2002 Share Option Scheme was adopted on 18 July 2002 and its
principal terms are as follows:

1.

Purpose

The 2002 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) 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, the beneficiary (or in case of discretionary
trust, the discretionary objects) of which include any of the above-
mentioned persons.
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30.

Share option schemes (cont’d)

2002 Share Option Scheme (cont’d)

3.

102

Maximum number of shares

At 31 March 2005, the maximum number of shares available for issue
under the 2002 Share Option Scheme was 23,448,033, which
represents approximately 3% of share capital of the Company in issue
as at the date of these financial statements.

Maximum entitlement of each qualified person

The maximum number of shares issued and to be issued upon
exercise of the options granted under the 2002 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 (excluding the independent non-executive director who 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 of Hong Kong Limited (the “Stock
Exchange”) at the date of such grant.

Timing for exercise of options

The period during which an option may be exercised in accordance
with the terms of the 2002 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.

30. PRRHERE] ()
T FEREE ()

3.

B RHDEE
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30. Share option schemes (cont’d)
2002 Share Option Scheme (cont’d)

6. 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.

7. Basis for determination of 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

30. EERGHERTEI ()

T FRERERTE (B)

6. HEMEH
EBREZBHEARBLYRGFTHEMENZE
47 REREIS 2 ATERR AW - MR
HTBBBEREN B Rt Z28EE
B - BBEZLEEMBEARDRARDRRES
#1.007T °

7. REEZETEE

RBEBATIRZESE - @QBRHNELD
B2 WHE - )RR EEEL BB
hEEXR 2 FHKRTE : ()i zmE

date; or (c) the nominal value of a share.

8. Life of the 2002 Share Option Scheme
The 2002 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 is deemed to take effect in accordance with its terms.

The following table shows the movements in the share options under the
2002 Share Option Scheme during the year and the options outstanding at

B

8. —TT_FREEIZAMS
TR _FREREAIR T _FEAT
NB BIZARERGEREE/EERZ
B) a2z T F BN R B AR EER -

TREINE_FTT _FRAE S TRERERA
FEAZEY  ARRFVIRFRERTEZE

the beginning and end of the year: R
Number of share options
e E
Outstanding Outstanding Subscription
as at Granted Exercised Lapsed as at price
01/04/2004 during during during 31/03/2005 per share
R-TEME the year the year theyear R-ZTTHEF BIRAEE Date Exercisable
Grantee MA—H REEF REFE KNEE =ZA=+—H (HK$) of grant period
A AT R ATTHE RRR AT (BT A 175
(Note iii) (Note ii) (Note i)
(B i) (BT (P 3£
Directors
=
LI Qin - 2,500,000 - - 2,500,000 2.068 24/06/2004  24/06/2005-23/06/2012
>
GUO Wei 5,000,000 - - - 5,000,000 2.750 13/10/2003  13/10/2004-12/10/2011
BE
LIN Yang 2,500,000 - - - 2,500,000 2.750 13/10/2003  13/10/2004-12/10/2011
e
HUA Zhinian 2,000,000 - - - 2,000,000 2.750 13/10/2003  13/10/2004-12/10/2011
EHEF
Other employees 50,310,000 - - (1,738,000) 48,572,000 2.750 13/10/2003  13/10/2004-12/10/2011
Hitfgg
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30. Share option schemes (cont’d)
2002 Share Option Scheme (cont’d)

Notes:

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

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

i) The closing price of the Company’s shares on the Stock Exchange on the business
day immediately preceding 24 June 2004, the date of grant of options during the
year, was HK$1.99 per share.

iv)  No options were cancelled under the 2002 Share Option Scheme during the year.

V) At the balance sheet date, the Company had 60,572,000 share options outstanding
under the 2002 Share Option Scheme. The exercise in full of these outstanding
share options would, under the present capital structure of the Company, result in
the issue of 60,572,000 additional ordinary shares of the Company and additional
share capital of approximately HK$6,057,200 and share premium of approximately
HK$158,811,000 (before issue expenses).

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

31. 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 55 to 56 of this annual report.

Reserve funds

Reserve funds are reserves set aside in accordance with the relevant PRC
regulations as applicable to the Group’s subsidiaries in Mainland China.
These reserve funds can be used to offset accumulated losses but not be
distributable in the form of cash dividends.
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31. Reserves (cont’d)

31. f#E @&

Share
premium Contributed Retained
account surplus profits Total
& 1) 5 B IR AR R T st
Note HK$’000 HK$’000 HK$’000 HK$’'000
Company AAT] B 5E BETIT BETIT BT T BETFIT
Balance at 1 April 2003 R-TE=F
mA—HZ &% 289,895 623,689 7,185 920,769
Exercise of share options 1TERE AR A 1,955 - - 1,955
Net profit for the year IS F)F 58 - - 58,920 58,920
At 31 March and R-ZTE
1 April 2004 =A=+-8
&M A—H 291,850 623,689 66,105 981,644
Exercise of share options FTIE R AR 1 2,833 - - 2,833
Net profit for the year NEFE ) F5E - - 163,892 163,892
Proposed final dividend R AR EARR B 13 - - (73,465) (73,465)
At 31 March 2005 R-ZZEZRF
=HA=+—H 294,683 623,689 156,532 1,074,904

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.
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32. Note to the consolidated cash flow statement 32. MERESRERKTE

Acquisition of minority interests WL R RER
2005 2004
—TTRF —TEmF
HK$’'000 HK$’'000
LR BT
Net assets acquired: FriiiE 2 BEFE -
Minority interests DB R M R 207 -
Satisfied by: AR
Cash Be 207 -
33. Contingent liabilities 33. RAEE
At the balance sheet date, contingent liabilities not provided for in the  RNEEBGBEXRAEED W ARUBREBBEB 2K
financial statements were as follows: RABWT :
Group Company
AEER IN/NG]
2005 2004 2005 2004
B —=EnE B -z
HK$’000 HK$’'000 HK$’000 HK$’000
BT BT BT T BT T
Bills discounted with MEEREZBRRRIE
recourse 279,417 252,431 - -
Guarantees given for AWNBARIEFERZ
banking facilities utilised RITREERE CER
by subsidiaries - - 1,435,218 886,648
Guarantees to suppliers BINEABRET
for subsidiaries HIER 2 R - - 295,628 162,127
279,417 252,431 1,730,846 1,048,775
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34. Operating lease arrangements 3. REHETH

The Group leases certain of its office properties and warehouses under  AEERFEEEHELHRAEEETRAEYE
operating lease arrangements. Leases for properties are negotiated for K EA - I EWEANBHAA T AEAE
terms ranging from six months to ten years. T o

At 31 March 2005, the Group and the Company had total future minimum ~ R=ZZZRF=HA=+—H * BREFT T HH
lease payments under non-cancellable operating leases falling due  Z &ML - NEE KARRRHAL 2 KK

as follows: HSEBERMFOT :
Group Company
N SE ] ANAT]
2005 2004 2005 2004
—eEEs —TTmF —TTR% —eEmE
HK$’'000 HK$’000 HK$’000 HK$'000
BT BT BT T BT
Within one year —FR 36,004 23,743 1,613 2,420
In the second to fifth years, F_FEERF
inclusive (BRIEEEMF) 55,626 31,588 - 1,613
After five years AF& 12,585 14,138 - -
104,215 69,469 1,613 4,033
35. Commitments 35. AEfE
In addition to the operating lease commitments detailed in note 34 above, & =X sE34Fiafil 2 S LA E L HESN - ANEE
the Group had the following commitments at the balance sheet date: NEEBBEREEH ZREDT
a) Capital commitments a) BEREE
2005 2004
—TTRF —TEmE
HK$’000 HK$’'000
Group RER BT BT
Contracted, but not provided for: EHENER S
Land use rights and buildings T AR RIEF 152,925 216,447

At the balance sheet date, the Company did not have any significant REEBEXRGEEZH » ARV ETFAEREAR
capital commitments. T o
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35. Commitments (cont'd) 35. HIE (8B

b) Commitments under forward foreign exchange contracts b) EHIMNESHEIE
Group Company
AEH AAT]
2005 2004 2005 2004
—TTHE —TEmE —TTHE —TERE
HK$’000 HK$’'000 HK$’000 HK$’000
BT BT BT BT
Forward foreign exchange REPINEE L)
contracts - 163,665 - 153,665
36. RELATED PARTY TRANSACTIONS 36. BEAEALRS

In addition to those transactions and balances presented elsewhere in the ~ B HREEMI MDA 2N 2SR 5 M6
financial statements, the Group had the following material transactions with ~ 9h » REBRAFEEUN TEAZ AHEA L

related parties during the year: R
2005 2004
—zERF —zEmE
Notes HK$’000 HK$’000
Group AER MsE BT BT
Lenovo Group Limited and its subsidiaries, AARHERAR R 2 B AR -
the subsidiaries of the Company’s HEEERRAR
controlling shareholder: FEKBRF :
Sale of goods by the Group REBEEEZEY 0] 16,825 28,253
Purchases of goods by the Group AEEBEZEY (ii) 4,145 -
Rental expenses paid by the Group rEBEYNZES (iii) 370 740
Right Lane Limited, a wholly-owned subsidiary AREERRR 2 EHE
of the Company’s controlling shareholder: MEBAR - MBAAERAR :
Rental expenses paid by the Group rEBEYNZES (iii) 360 410
GE Capital Mauritius Equity Investment, N S B A 2 IR
a shareholder of DGT, and its subsidiaries: GE Capital Mauritius Equity
Investment &z K1 & A A -
Provision of IT services by the Group REBRHEMBHE RS (iv) 6,651 -
TIS Inc., a shareholder of DGT, and its subsidiaries: e SR B AR (R 2 IR R -
TIS Inc. R BB~ A :
Provision of IT services by the Group REBRHEMBIE RS (iv) 24,631 -
Digital China Management Systems (BVI) Limited REE 2 ¥t A7) - Digital China
and its subsidiaries, associates of the Group: Management Systems (BVI)
Limited & EL Kt B A 7] -
Sale of goods by the Group REBEEZEY (i) 973 11,704
Purchases of goods by the Group AEEBEZEY (ii) 6,469 2,586
Nanjing Mercuries DC Financial Systems Ltd., REBZBERT
an associate of the Group: AN IS = (s R
RERBEAERRA
Sale of goods by the Group REEHEEZEY 0] 889 -
Purchases of goods by the Group REBEE 2EY (ii) 37,890 13,944
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36. Related party transactions (cont’d) 36. BHEALRS (B
Notes: B 3E

i) The sales were made according to the listed prices and conditions offered to the i) ZEREDBREAEERNETZERPREZTERKE
major customers of the Group. {ET#EST ©

i) The purchases were made according to the listed prices and conditions offered by iy ZEBENREABEALAEFERFRHEZIE

the related parties to their major customers. R R T o
i)~ The rental expenses were determined at rates mutually agreed between the Group iy  FEEDRBEAEEEERERAEATRERTELSE
and the corresponding related parties based on the prevailing market reference. EMBERHEHEE -

iv)  The prices for provision of IT services were determined by the Group and the v) RRHEAMBEREZEREAEERBBEEEEA
corresponding related parties on arm’s length negotiations based on the prevailing THERAFRAERRARERE 2 RITTEMEE ©
market prices of the services provided.

37. Comparative amounts 37. BHZF

As further explained in note 3 to the financial statements, the Group  fIBFFSR&RMIFESPAIEZ HE— 2554t - ARER
changed its segment identification and the presentation of analysis of ~ AREBREGAWERRE Lk EE DB &K
expenses on the face of the consolidated income statement during the ~ RERASITE2HRARN » Filt » BT HRHEFE L
year. Accordingly, certain comparative amounts have been restated to ~ F%l| * WHAKREZEZ 2HAR -

conform with the current year’s presentation.

38. Approval of the financial statements 38. BIWmTZZLE
The financial statements were approved and authorised for issue by the  ABMERERECR _ZEETAFHtA-THKES
board of directors on 20 July 2005. SHERIXETIE -
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