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HIGHLIGHTS

1.

Despite complicated market conditions, the ness sustained sound growth momentum
outperformed the market. All business segments Haaeten expectation and attained tl
respective performance targets set at the begirofitige year. For the year ended 31 March 2
the Group recorded turnover of approximately HK810, million, representing 23.79% growth
compared to approximately HK$56,804 million fortlisancial year. The Group reported anot
record-high turnover of approximately HK$18,913 lrail for the third quarter of the financi
year.

With the benefit of new business expansion amness value enhancements facilitated by
transformation strategy, the Group’s overall grpssfit margin reached 7.55%, which was 0
percentage point higher than the gross profit magfi 6.89% reported for last financial ye
Profit attributable to equity holders of the parantounted to approximately HK$1,245 millig

increasing by 23.81% as compared to approximatéd$1-005 million for last financial year.

Basic earnings per share amounted to 116.32 HKscantincrease by 21% compared to 96.13
cents reported for last financial year.

Driven by the overall Sm@rt City strategy, chpkpansion in business scale was achieved a
the SMB & Consumer Markets (Distribution Businedshterprise Market (Systems Busineg

Industry Market (Services Business) and Supply €h&ervices Market to realize further

enhancements in business value; our balanced Isssoevelopment has given us the edg
stability in a highly volatile market.

Sound cash turnover and cash flow performancehie financial year under review thanks
stringent risk control and cash flow managememesgponse to China’s macro-economic policy

tightened money supply. Net cash inflow from opetagctivities for the financial year amounied

to approximately HK$473 million. The stability dig Group’s operations was also underpin
by its cash turnover of 16.99 days for the finahgear, 1.43 days less compared to last finar
year.

Steady progress in the roll-out of “Sm@rt Cityiderpinned by strong overall sign-ups that |
expectations and increasing sophistication in olut®ns, which further reinforced our status
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the leader in China’s Sm@rt City solutions.




The board of directors (theBbard”) of Digital China Holdings Limited (the Company’) is pleased to
announce the consolidated results of the Compadyitarsubsidiaries (collectively thestoup”) for the
financial year ended 31 March 2012 together witlmgarative figures for the last financial year dkofes:

CONSOLIDATED INCOME STATEMENT

Year ended 31 March 2012

REVENUE

Cost of sales

Gross profit

Other income and gains

Selling and distribution costs

Administrative expenses

Other operating expenses, net

Total operating expenses

Finance costs

Share of profits and losses of:
Jointly-controlled entities
Associates

PROFIT BEFORE TAX

Income tax expense

PROFIT FOR THE YEAR

Attributable to:
Equity holders of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF

THE PARENT
Basic

Diluted

2012
HK$'000

70,319,367

(65,013,476)

2011
HK$'000

56,803,774

(52,891,788)

5,305,891 3,911,986
755,170 646,664
(3,046,983) (2,246,123)
(668,029) (480,973)
(400,910) (369,910)
(4,115,922) (3,097,006)
(335,388) (229,125)
(3,590) (11)
47,005 32,333
1,653,166 1,264,841
(314,478) (208,502)
1,338,688 1,056,339
1,244,813 1,005,385
93,875 50,954
1,338,688 1,056,339

116.32 HK cents

115.54 HK cents

Details of the dividend payable and proposed feryiar are disclosed in note 8.

96.13 HK cents

95.73 HK cents



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 March 2012

PROFIT FOR THE YEAR
OTHER COMPREHENSIVE INCOME

Change in fair value of an available-for-sale irent
Exchange differences on translation of foreign afiens

OTHER COMPREHENSIVE INCOME FOR THE
YEAR, NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE
YEAR

Attributable to:
Equity holders of the parent
Non-controlling interests

2012 2011
HK$'000 HK$'000
1,338,688 1,056,339

26,904 -
97,587 83,388
124,491 83,388
1,463,179 1,139,727
1,345,297 1,076,317
117,882 63,410
1,463,179 1,139,727



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 March 2012

2012 2011
Notes HK$'000 HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 1,236,475 697,812
Investment properties 305,005 265,581
Prepaid land premiums 163,215 85,409
Goodwill 236,377 228,601
Intangible assets 4,591 3,439
Investments in jointly-controlled entities 33,224 33,322
Investments in associates 780,739 675,337
Available-for-sale investments 214,321 1,596
Other receivables - 353,559
Deposits paid for acquisition of property and land
use right - 184,280
Deferred tax assets 32,135 40,263
Total non-current assets 3,006,082 2,569,199
CURRENT ASSETS
Inventories 5,154,490 4,145,298
Trade and bills receivables 10 10,787,427 8,323,230
Prepayments, deposits and other receivables 3,527,378 1,838,190
Derivative financial instruments 92,440 20,203
Cash and cash equivalents 4,253,966 3,049,455
Total current assets 23,815,701 17,376,376
CURRENT LIABILITIES
Trade and bills payables 11 12,315,472 8,842,950
Other payables and accruals 2,728,849 2,401,391
Tax payable 201,525 161,434
Interest-bearing bank borrowings 2,323,895 651,980
Total current liabilities 17,569,741 12,057,755
NET CURRENT ASSETS 6,245,960 5,318,621
TOTAL ASSETS LESS CURRENT LIABILITIES 9,252,042 7,887,820
NON-CURRENT LIABILITIES
Interest-bearing bank borrowings 1,692,000 1,281,576
Bond payable 36,615 35,411
Total non-current liabilities 1,728,615 1,316,987
NET ASSETS 7,523,427 6,570,833



CONSOLIDATED STATEMENT OF FINANCIAL POSITION (conti nued)
31 March 2012

2012 2011
Note HK$'000 HK$'000
EQUITY

Equity attributable to equity holders of the parent
Issued capital 12 109,273 109,121
Reserves 6,286,928 5,571,959
Proposed final dividend 424 986 351,916
6,821,187 6,032,996
Non-controlling interests 702,240 537,837
TOTAL EQUITY 7,523,427 6,570,833



NOTES:

1.

Basis of preparation

These financial information have been preparecao@ance with Hong Kong Financial Reporting
Standards ({KFRSs") (which include all Hong Kong Financial Reportii@iandards, Hong Kong
Accounting Standards KIKASs”) and Interpretations) issued by the Hong Kongtifate of
Certified Public Accountants, accounting principlgsnerally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Compa@ietinance. They have been prepared under
the historical cost convention, except for invesitm@operties, derivative financial instruments and
an equity investment, which have been measurediawélue. These financial information are
presented in Hong Kong dollarsHK$”) and all values are rounded to the nearest thalisacept
when otherwise indicated.

Changes in accounting policy and disclosures

The Group has adopted the following new and revidB&RSs for the first time for the current
year’s financial information.

HKFRS 1 Amendments Amendment to HKFRBirst-time Adoption of Hong Kong
Financial Reporting Standards — Limit&xemptions
from Comparative HKFRS 7 DisclosurasHiost-time

Adopters
HKAS 24 (Revised) Related Party Disclosures
HK(IFRIC)-Int 14 Amendments Amendments to HK(IERInt 14Prepayments of
a Minimum Funding Requirement
HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity Itrements

Improvements to HKFRSs 2010 Amendments to a number of HKFRSs issued in Ma&y20

Other than as further explained below regardingripact of HKAS 24 (Revised), and amendments
to HKFRS 3, HKAS 1 and HKAS 27 included improvements to HKFRSs 2Q18e adoption of
these new and revised HKFRSs has had no signififiaancial effect on these financial
information.

The principal effects of adopting these HKFRSsaaréollows:
@) HKAS 24 (RevisedRelated Party Disclosures

HKAS 24 (Revised) clarifies and simplifies the aéfons of related parties. The new
definitions emphasise a symmetrical view of relapedty relationships and clarify the
circumstances in which persons and key managemergomnel affect related party
relationships of an entity. The revised standasb ahtroduces an exemption from the
general related party disclosure requirementsréorsctions with a government and entities
that are controlled, jointly controlled or signdiatly influenced by the same government as
the reporting entity. The accounting policy forateld parties has been revised to reflect the
changes in the definitions of related parties uriderrevised standard. The adoption of the
revised standard did not have any impact on then@iral position or performance of the
Group.



(b)

Improvements to HKFRSs 20i€sued in May 2010 sets out amendments to a nuotber
HKFRSs. There are separate transitional provisionsach standard. While the adoption of
some of the amendments may result in changes iouating policies, none of these
amendments has had a significant financial impadhe financial position or performance
of the Group. Details of the key amendments mogliegble to the Group are as follows:

o HKFRS 3Business Combinationd§he amendment clarifies that the amendments to
HKFRS 7, HKAS 32 and HKAS 39 that eliminate the mpéion for contingent
consideration do not apply to contingent considemnathat arose from business
combinations whose acquisition dates precede tpicapon of HKFRS 3 (as revised in
2008).

In addition, the amendment limits the scope of mesment choices for non-controlling
interests. Only the components of non-controllintgiests that are present ownership
interests and entitle their holders to a propoetershare of the acquiree’s net assets in
the event of liquidation are measured at eithar Value or at the present ownership
instruments’ proportionate share of the acquireégéntifiable net assets. All other
components of non-controlling interests are meakateheir acquisition date fair value,
unless another measurement basis is required hjandkKFRS.

The amendment also added explicit guidance tofgldéine accounting treatment for
non-placed and voluntarily replaced share-basethpayawards.

o HKAS 1 Presentation of Financial Statemenihie amendment clarifies that an analysis
of each component of other comprehensive income bearpresented either in the
statement of changes in equity or in the notesé¢ofinancial statements. The Group
elects to present the analysis of each componeothef comprehensive income in the
statement of changes in equity.

o HKAS 27 Consolidated and Separate Financial Statemefte amendment clarifies
that the consequential amendments from HKAS 27gased in 2008) made to HKAS
21, HKAS 28 and HKAS 31 shall be applied prospetyifor annual periods beginning
on or after 1 July 2009 or earlier if HKAS 27 ispéipd earlier.



Operating segment information

For management purposes, the Group’s operatingdases are structured and managed separately
according to the nature of their operations, taogstomer segments and the products and services
they provide. Each of the Group’s reportable opegategments represents a strategic business unit
that offers products and services which are sulbjedsks and returns that are different from those
of the other reportable segments. Particulars ®fGhoup’s four reportable operating segments are
summarised as follows:

(a) the “Distribution” segment, with a primary feecon the SMB & Consumer markets, focuses
on meeting the demand for information technology (} products and solutions from
SMB and consumer markets, and also explores neartyjities in mobile internet devices
and their applications with the implementationtt Sm@rt City strategy. It engages in the
sale and distribution of general IT products whidmsist of notebook computers, desktop
computers, PC servers, data projectors, peripheatessories and consumer IT products;

(b) the “Systems” segment, with a primary focughom Industry & Enterprise markets, focuses
on meeting the IT demand from the urban informaitidrastructure construction, as well as
the major accounts and enterprise markets andhad&es direct sales to regional customers
to enhance direct control over the demand of therprise market. It engages in the sale
and distribution of systems products which consfstnix servers, networking products,
storage products and packaged software, as wahegprovision of related value-added
services;

(© the “Supply Chain Services” segment, with amany focus on the Hi-tech Industries,
e-Commerce and Online Service Providers and Pratf@perators, is targeted at
manufacturers of IT and other high-value densitgdpcts manufacturers and industry
customers, e-commerce platform operators and bdargdgvice providers, providing
one-stop supply chain consultancy and executiovicgsr in logistics, business flow, capital
flow and information flow through various meanscluding the creation of e-commerce
logistic parks; and

(d) the “Services” segment, with a primary focus on frevision of urban information
infrastructure and Sm@rt City operation servicegh® Industry market, focuses on the
provision of urban information infrastructure anth@rt City operation services targeted at
large-scale industry customers, offering IT plagramd IT systems consultation, design and
implementation of industry application software awlutions, outsourcing of IT system
operation and maintenance, as well as productssandces in system integration and
maintenance.

Management monitors the results of its operatimgmemts separately for the purpose of making
decisions about resources allocation and performaassessment. Segment performance is
evaluated based on the reportable segment prdfithwis a measure of adjusted profit before tax.
The adjusted profit before tax is measured contistavith the Group’s profit before tax except that
interest income, finance costs, unallocated cotporacome and gains, unallocated corporate
expenses and share of profits and losses of jenmihfrolled entities and associates are excluded
from such measurement.

The Group started to make adjustments to parthefousinesses of the Supply Chain Services
Business in the previous financial year. Parts ha&f operations of the Supply Chain Services
Business will continue to focus on the hi-tech stdes and the industry market by providing
one-stop supply chain consultancy and executionicesy, while others will, in tandem with
adjustments to the Group’s business strategy, ghié distributor focus on the sale of general IT
products, instead of providing one-stop supply mhadnsultancy and execution services to the
hi-tech industries. In order to provide a more appate presentation for the operating segment
information, the Group reclassified the resultsted Fulfillment business (FA business) from the
“Supply Chain Services” segment into the “Distribnt segment and restated the related results of
the comparative financial year.



The following table presents revenue and resuttthi® Group’s operating segments for the yearsaBdeviarch 2012 and 2011

Distribution
2012 2011
HK$'000 HK$'000
(Restated)
Segment revenue:
Sales to external customers 37,515,266 32,252,958
I I
Segment gross profit 1,765,272 1,337,711
I
Segment results 733,791 512,669
I

Interest income, unallocated revenue
and gains

Unallocated expenses

Finance costs

Share of profits and losses of:
Jointly-controlled entities -
Associates -

Profit before tax
Income tax expense

Profit for the year

Systems
2012 2011
HK$'000 HK$'000
17,486,602 13,823,493
I I
1,742,789 1,346,195
856,518 599,871

Supply Chain Services

2012 2011
HK$'000 HK$'000
(Restated)

7,425,867 4,685,705
I I

Services
2012 2011
HK$'000 HK$'000
7,891,632 6,041,618
1
1,292,748 968,754
260,205 228,882
(3,590) (11)
47,005 32,333

Consolidated

2012 2011
HK$'000 HK$'000
70,319,367 56,803,774
I I
5,305,891 3,911,986
1,991,277 1,398,393
355,220 303,677
(401,358) (240,426)
(335,388) (229,125)
(3,590) (11)
47,005 32,333
1,653,166 1,264,841
(314,478) (208,502)
1,338,688 1,056,339
I I



Revenue, other income and gains

Revenue, which is also the Group’s turnover, regmés the invoiced value of goods sold and
services rendered to customers, net of businesan@dgovernment surcharges, and after allowances
for goods returned and trade discounts.

An analysis of the Group’s other income and gasressi follows:

2012 2011
HK$'000 HK$'000
Other income
Government grants 96,451 82,429
Bank interest income 58,287 17,792
Imputed interest income on other receivables 31,680 20,142
Gross rental income 32,558 33,779
Dividend income from available-for-sale investments 37 10,912
Others 33,240 42,461
252,253 207,515
Gains
Fair value gain on investment properties 30,391 44,265
Fair value gain on an available-for-sale investment
(transfer from equity on disposal) - 13,622
Gain on derivative financial instruments 181,922 144,703
Gain on disposal of an available-for-sale investmen - 6,563
Foreign exchange differences, net 285,563 229,540
Others 5,041 456
502,917 439,149
755,170 646,664
Total operating expenses
An analysis of the Group’s total operating experisesature is as follows:
2012 2011
HK$'000 HK$'000
Selling expenses 382,498 305,803
Promotion and advertising expenses 253,922 173,167
Staff costs included in operating expenses
(including directors’ remuneration) 2,124,642 1,513,311
Other expenses 1,354,860 1,104,725
4,115,922 3,097,006
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Profit before tax

The Group’s profit before tax is arrived at aftbarging/(crediting):

2012 2011

HK$'000 HK$'000

Cost of inventories sold 63,520,011 51,527,231

Depreciation 138,287 111,563

Amortisation of prepaid land premiums 621 540

Amortisation of intangible assets 2,011 1,681
Minimum lease payments under operating leases in

respect of land and buildings 144,931 113,015

Provisions for and write-off of obsolete inventarie 82,769 43,291

Impairment of trade receivables 19,514 67,422

Loss on disposal of items of property, plant andgigmgent 8,288 4,424

Income tax expense

2012 2011
HK$'000 HK$'000

Group:
Current — Hong Kong 2,963 -
Current — The People’s Republic of ChinBRC”) 302,112 197,859
Deferred 9,403 10,643
Total tax charge for the year 314,478 208,502

(@) During the year ended 31 March 2012, Hong Kordits tax had been provided at the rate
of 16.5% on the estimated assessable profits grisitHong Kong. No provision for Hong
Kong profits tax has been made for the Hong Korigsgliaries for the year ended 31 March
2011 as the Hong Kong subsidiaries had no estimassdssable profits arising in Hong
Kong.

(b) PRC corporate income tax represents tax chasgdtie estimated assessable profits arising
in Mainland China. In general, the PRC subsidiadeshe Group are subject to the PRC
corporate income tax rate of 25% except for cer®RC subsidiaries which are entitled to
preferential tax rates.

(© The share of tax charge attributable to johotiytrolled entities of approximately
HK$468,000 (2011: HK$473,000) and the share ofdiaarge attributable to associates of
approximately HK$16,645,000 (2011: HK$10,377,00@) iacluded in “Share of profits and
losses of jointly-controlled entities” and “Sharé profits and losses of associates”,
respectively, in the consolidated income statement.

11



10.

Dividends
2012 2011
HK$'000 HK$'000
Proposed final dividend — 39.80 HK cents (2011232.
HK cents) per ordinary share based on issued share
capital at 31 March 434,908 351,916
Less: Dividend for shares held for the restrictears
award scheme at 31 March (9,922) -

424,986 351,916

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

Earnings per share attributable to ordinary equty holders of the parent

The calculation of basic earnings per share amisupased on the profit for the year attributable to
ordinary equity holders of the parent of approxiehat HK$1,244,813,000 (2011:
HK$1,005,385,000), and the weighted average of (la04,311 (2011: 1,045,911,614) ordinary
shares in issue less shares held the restricted athard scheme during the year.

The calculation of diluted earnings per share arhfommthe year ended 31 March 2012 is based on
the profit for the year ended 31 March 2012 attable to ordinary equity holders of the parent of
approximately HK$1,244,813,000 (2011: HK$1,005,8858) and the weighted average of
1,077,348,072 (2011: 1,050,205,872) ordinary shawdsch represented 1,070,204,311 (2011:
1,045,911,614) ordinary shares in issue duringydes ended 31 March 2012, as used in the basic
earnings per share calculation, and the weightedage of 7,143,761 (2011: 4,294,258) ordinary
shares assumed to have been issued at no consideyatthe deemed exercise of all the dilutive
potential ordinary shares related to the Groupssesinased incentive schemes into ordinary shares.

Trade and bills receivables

The Group’s trading terms with its customers arénipan credit, except for new customers, where
payment in advance is normally required. The creelitod is generally within a period of 30 days to
180 days. An aged analysis of the Group’s tradkhdlis receivables as at the end of the reporting
period and net of impairment is as follows:

2012 2011

HK$'000 HK$'000

Within 30 days 4,616,485 4,035,574
31 to 60 days 2,494,412 1,106,189
61 to 90 days 547,398 711,071
91 to 180 days 1,842,493 1,435,201
Over 180 days 1,286,639 1,035,195
10,787,427 8,323,230

12



11.

12.

Trade and bills payables

An aged analysis of the Group’s trade and billsapdgs as at the end of the reporting period is as

follows:
2012
HK$'000
Within 30 days 5,829,962
31 to 60 days 3,303,573
61 to 90 days 1,104,136
Over 90 days 2,077,801

2011
HK$'000

4,189,636
2,122,394
1,160,812
1,370,108

12,315,472

Share capital

2012
HK$'000
Authorised:
2,000,000,000 (2011: 2,000,000,000) ordinary
shares of HK$0.1 (2011: HK$0.1) each 200,000
Issued and fully paid:
1,092,734,581 (2011: 1,091,212,581) ordinary
shares of HK$0.1 (2011: HK$0.1) each 109,273

A summary of the movements of the Company’s issggaital and share
the years ended 31 March 2012 and 2011 is as fellow

8,842,950

2011
HK$'000

200,000

109,121

premium accounts during

Number of Share
ordinary shares Issued premium
Notes in issue capital account Total
HK$'000 HK$'000 HK$'000
At 1 April 2010 1,020,767,581 102,077 984,342 1,086,419
Issue of shares (a) 70,000,000 7,000 1,053,405 0M0b6
Exercise of share options (b) 445,000 44 3,475 ®B,51
At 31 March 2011 and 1 April 2011 1,091,212,581 109,121 2,041,222 2,150,343
Exercise of share options (b) 1,522,000 152 11,484 11,636
At 31 March 2012 1,092,734,581 109,273 2,052,706 2,161,979

13



Notes:

(a) On 22 November 2010, the Company has all@tetissued 70,000,000 new ordinary shares
of HK$0.1 each (New Share$) for the listing of Taiwan depository receiptsTPR”) in the
Taiwan Stock Exchange Corporation (thBalwan Stock Exchangé). On 24 November
2010, the TDR were listed on the Taiwan Stock ErgeaAs each unit of TDR represented
half an ordinary share, the New Shares were isau@ilr$60.40 per New Share. The New
Shares were issued by the Company with total neicgmds of approximately
NT$4,160,393,000 (equivalent to approximately HK®D,405,000). Further details of the
transaction were set out in the announcements efCtbmpany dated 4 October 2010, 9
November 2010, 17 November 2010 and 23 Novembdd.201

(b) During the year ended 31 March 2012, the giftgmn rights attaching to 1,521,000 (2011:
445,000) and 1,000 (2011: Nil) share options wexer@sed at subscription prices at
HK$5.89 and HK$15.04 per share, respectively, teguin the issue of a total of 1,522,000
(2011: 445,000) ordinary shares of HK$0.1 each #ortotal cash consideration, of
approximately HK$8,974,000 (2011: HK$2,621,000). &mount of HK$2,662,000 (2011:
HK$898,000) was transferred from employee sharedasmpensation reserve to the share
premium account upon the exercise of the sharemgti

DIVIDENDS

The Board recommends the payment of a final divddei39.80 HK cents (2011: 32.25 HK cents) pershar
for the year ended 31 March 2012 to the shareheloethe Company. The date of the forthcoming ahnua
general meeting of the Company, the book closegsmiand the date of dividend payment will be annedn

in due course.

MANAGEMENT DISCUSSION AND ANALYSIS

The 2011/12 financial year marked the 1D anniversary of Digital China’s spin-off listing. It also
signified the commencement of Digital China’s stragic transformation to “Sm@rt City” and the first
year of the third five-year plan in the Group’s busness planning. Market-wise, we had faced a
complicated situation during the 2011 financial yeaas the nation’s macro-economic performance had
started strongly before trending downwards, while he credit environment remained tight. To cope
with the austere market conditions, Digital China brmulated at the onset of the financial year an
articulate strategy of “driving growth, speeding uptransformation and making a concentrate effort to
build Sm@rt City,” which was also in tandem with ou medium- to long-term goal for overall business
development, and made it the main theme for our de@lopment throughout the year. Under the
direction of this strategic goal, each of the Groujs business units devised and diligently implemente
relevant business expansion and transformation pla As a result, all of the Group’s business
segments attained their respective performance taggs set at the beginning of the year, beating
management expectations and outgrowing the markebtwin our first battle for the five—year period.
We were also included in “Forbes Asia’s Fab 50" fothe third consecutive year. For the year ended 31
March 2012:

14
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1.2
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1.4

The Group accomplished the strategic goal ¢firiving growth” as it sustained outperforming
business growth with continuous rapid expansion iscale

The Group endeavored to implement its strategid gbddriving growth” at each of its business
segment to ensure that potential products and mestwere fully identified. With the benefit of
balanced exposures to different business sectarsa@it cooperation with upstream and downstream
partners, we were able to sustain sound momenturgréavth and outperformed the market. For the
year ended 31 March 2012, the Group recorded tema¥ approximately HK$70,319 million,
representing 23.79% growth as compared to appra&lynblK$56,804 million for last financial year.
Following the second quarter of the financial yele, Group reported another record-high turnover of
HK$18,913 million for the third quarter of the fimeial year.

Business values continued to grow as the Growgzcelerated its shift towards a customer- and
service-oriented model in an intensive pursuit of He strategic direction of “speeding up
transformation.”

The Group has been committed to transformation antmisiness model oriented towards customers,
solutions and services. With the benefit of newirtess expansion and business value enhancements
facilitated by the transformation strategy, grossfip growth exceeded turnover growth to underpin
continuous increment in profit attributable to dguiolders of the parent. The Group’s businessevalu
has been further enhanced, with overall gross tpmadirgin for the year ended 31 March 2012 reaching
7.55%, which was 0.66 percentage point higher thargross profit margin of 6.89% reported for last
financial year, reflecting gross profit margin gtbwacross all major business segments. Total gross
profit was approximately HK$5,306 million, repretiag a 35.63% growth as compared to HK$3,912
million for last financial year. For the year end&dMarch 2012, profit attributable to equity hotslef

the parent amounted to approximately HK$1,245 anilliincreasing by 23.81% as compared to
approximately HK$1,005 million for last financiaégr. Basic earnings per share amounted to 116.32
HK cents, an increase by 21% compared to 96.13 étiscreported for last financial year.

Sound cash turnover and cash flow performancénanks to stringent risk control and cash flow
management

The Group actively responded to the austerityhi@ imacro-economic environment with a strong
alertness for potential crisis. A strong net cadlow from the Group’s operating activities for thear
ended 31 March 2012 of approximately HK$473 milljpmovided assurance for the Group’s healthy
and stable development. The significant growthashcflow contributed by business operations is a
clear indication that Digital China has developethprehensive abilities in operational management,
whether in connection with profit and loss, assetd liabilities or cash flow. The stability of the
Group’s operations was also underpinned by its ¢astover of 16.99 days for the year ended 31
March 2012, 1.43 days less compared to 18.42 dgpgted for last financial year.

Focusing on “Sm@rt City” strategy, steady progess has been rolled out with strong overall
sign-ups that beat expectations and increased soptictation in our solutions

During the financial year under review, the Growmsolidated its position as the “Leader in Sm@rt
City Solutions,” tracking and covering 67 citiestotal. New strategic cooperation agreements were
signed up with Nanjing, Foshan, and Kunshan to thkeotal number of strategic city partners to 11.
Targets set at the beginning of the year for cebtsagn-ups and revenue were exceeded by a
significant margin. We were engaged in ongoing mmpments to the Sm@rt City solution and
investigations in the operating model for the @itizCard. Meanwhile, we swifty completed
adjustments to our business and organizationattstel in tandem with the Sm@rt City model, such
that we started to generate synergies of a holistéiness in certain cities.

2.1. Distribution Business (with a primary focus orthe SMB & Consumer Markets)

Our Distribution Business is primarily focused on neeting the demand for IT products and solutions
from SMB and consumer markets, while we also expl@r opportunities in new mobile internet devices
and their applications with the implementation of e Sm@Trt City strategy.
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Targets were accomplished on the back of the rapigrowth in accessories, PC servers and consumer
IT products, as we made strong efforts to capitale on changes in market demands and favorable
market factors; which also supported the healthy gowth of the overall income of the Group

Turnover from the Group’s Distribution Business tbe year ended 31 March 2012 grew 16.32%, as
compared to the corresponding period of last fir@ngear, to approximately HK$37,515 million. Gross
profit margin for the financial year under revievasw.71%, a significant rise by 0.56 percentagetpmier

last financial year. Driven by the higher marketrgs of CPU (chips) manufacturers and the new expan

of product lines (such as hard disk drives and toos), the turnover for accessories for the finangear
under review was 49.10% higher as compared todiresponding period of last financial year. ThedZ%
growth in turnover of PC servers for the finangiahr under review was mainly attributable fresh aleth
arising from the construction of cloud computindrastructure and the ongoing replacement of some of
low-end UNIX servers. As a core element of the fihstion Business, notebooks recorded near doubjie-d
growth in turnover despite falling ASP (averageesairice) due to the increasing market competit@noss
profit margin for notebooks improved 0.96 perceatagint as compared to last financial year as atres

the shortage in HDD supply for notebooks in lastaficial year. Noting the change in market demand
brought about by the Mobile Internet, Digital Chialao worked on its exposures to different produdts a
special emphasis on smart phones and tablets.

Rapid growth achieved thanks to stronger efforts tocover new channels such as e-commerce retall
enterprises in a move to capture opportunities arisg from changing formats of the retail business

The Group highly values new channels as importidatrate business channels to traditional IT présiuc
stores (IT Mall) and CES (large chain electronioress). Through the provision of feature productd an
consulting services, Digital China delivered mutideneficial relationships and established longate
cooperation with key customers, laying the fouratafor investigating the e-commerce model whileidg
significant overall growth for the e-commerce selgraent. Digital China also made steady progresksdn
development of the terminal chain retail storeaasmportant measure for retail end control. Theupr
opened 156 new Digital China “@PORT” franchise itegatlets and concession counters as at 31 March
2012 to bring the total number of “@PORT" outletsl @ounters owned to 790.

2.2 Systems Business (with a primary focus on thadustry and Enterprise Markets)

Our Systems Business seeks to meet IT demand arigirfrom enterprise applications and the
construction of infrastructure as well as clients fom the industry and enterprise market by providing
value-added distribution. We also make direct sale$o regional customers to enhance first-hand
understanding of the needs of the enterprise market

Effective share management was implemented in reliah to business value on the basis of corporate
IT infrastructure products and solutions, while rapid growth provided strong support for the
accomplishment of overall Group target for profit

Turnover from the Systems Business for the yeae@r®ll March 2012 grew 26.50%, year-on-year, to
approximately HK$17,487 million. The growth in there product business has generally outperformed th
market, while undisputed leadership was maintaine@rms of market share, underscoring our presigi
position in value-added distribution. The grossfiprmargin of the Systems Business was at par Veist
financial year to contribute significantly to theepall profit growth of the Group, notwithstandirige
substantial increase in turnover, thanks to thartelogical value adding capabilities of the segm@&mbss
profit margin for the financial year under reviewasv9.97%, indicating further consolidation and
improvement as compared to 9.74% for last finanggar. Driven by the data processing requiremehts o
corporate customers, turnovers for packaged sadtveaid storage products for the financial year under
review grew 45.34% and 27.42%, respectively, aspewed to last financial year. Turnover of netwogkin
equipment for the financial year under review g8w79% over last financial year, reflecting the dféa of
larger shares of the market comprising major vemi@od additional business volumes channeled through
new partners.
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General improvements in the gross profit margin obbur Systems Business driven by vigorous moves to
increase the sales of compounded products basedastual requirements of corporate clients

Our Systems Business delivered remarkable resylésrengthening the marketing of compounded praduct
Rapid year-on-year growth of 42% in the total saksenue from the three types of solution busiresse
namely communications, video conference and datariég was reported. In view of the demand forudo
computing and virtualization technologies from érgerprise market, our Systems Business coopevatied
vendors such as CISCO, VMware and NetApp, to nallaoseparate “Planter Plan” aimed at promoting our
product solution business. Our market leadershipl®en reinforced and our market shares in busisess
with vendors have been increased as a result.

2.3. Supply Chain Services Business (with a primaryocus on the markets of Hi-tech Industries,

Branded e-Commerce and Online Service Providers an@latform Operators)

Our Supply Chain Services Business is primarily tageted at manufacturers of IT and other high

value-intensive products and industry customers, eemmerce platform operators and branded service
providers, providing “one-stop” supply-chain consutancy and execution in logistics, business flow,
capital flow and information flow through various means, including the creation of e-commerce
logistic parks.

Strong growth and improvement in gross profit margn for CES business underpinned by a dual
approach of enhancing cooperation with core customnge as well as optimizing product lines, in an
active effort to capitalize on market demand from energing industry

Turnover from the Supply Chain Services Businesstfie year ended 31 March 2012 amounted to
HK$7,426 million, representing a 58.48% increaserdast financial year. The overall gross profitrgia

for the year for the Supply Chain Services Busineas 6.80%, increasing significantly by 1.27 petaga
points as compared to last financial year. Coomerawith CES customers underscored Digital China’s
effective coverage of multiple business formatse Thanagement team of the Supply Chain Services
Businesssought to enlarge the scope of cooperation withilretalls, while actively expanded our product
exposures by introducing items with strong marlkebgnition and higher gross profit margin, suchhas
Apple products, as well as various accessoriesrdar to enhance our business value. During thenéial
year under review, CES business grew 56.75% as a@upto last financial year. Gross profit margin
increased significantly by 1.25 percentage points ¢ast financial year.

As integral components of the “Sm@rt City” strategt synergy businesses, logistics and service station
businesses reported rapid growth in revenue to drie business value improvements of the Supply
Chain Services Business

Driven by the rapid growth in the demand of thedogs market, turnover from the logistics businesghe
Supply Chain Services Business for the year endelli@ch 2012 grew 86.25%. In logistics services, we
continued to enhance the streamlining and developroé the core logistics capabilities of storage,
transportation and dispatching. Breakthroughs vbeiag made in third-party logistics in connectioithw
both B2B and B2C e-commerce storage. In the meantme were actively deploying our e-commerce
storage service business. In this connection, we llecome an important partner of Taobao in further
enhancement of our indirect coverage of novel lmssifiormats. Our service station business berwfitben
cooperation with key manufacturers of notebooks desktop computers and the extensive coveragerof ou
service outlets, as business expansion continued systematic manner. Thanks to the outstanding
performance of our warranty services, gross profirgin of the service station business for thenfoia
year under review increased by 7.19 percentagespoirer last financial year. Logistics and senstation
businesses, as a services business, supportedratwthgof gross profit of the Supply Chain Services
Business.

2.4. Services Business (with a primary focus on thprovision of industry software, information
infrastructure and “Sm@rt City” operation services to the Industry Market)

Our Services Business is primarily focused on meetj the demand of large-scale industry customers
for industry software, information infrastructure f acilities and “Sm@rt City” operation services,
offering IT planning and IT systems consultation, é&sign and implementation of industry application
software and solutions, outsourcing of IT system @yation and maintenance, as well as products and
services in systems integration and maintenance.
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Solid turnover growth and ongoing improvements in goss profit margin for the Services Business as
an important vehicle for the “Sm@rt City” strategy

With the benefit of the foundation built through u&tomer-focused and service-oriented” strategic
transformation over the past 5 years and also owonthe implementation of the “Sm@rt City” strategy
during the financial year under review, the Groeparted turnover of approximately HK$7,892 millifmn

the year ended 31 March 2012, a 30.62% growth amamed to HK$6,042 million for the corresponding
period of last financial year. As our software a®dlvicing capabilities grew in sophistication, grgsofit
margin for the financial year under review reach6®8%, representing an increase of 0.35 percepizige

as compared to last financial year.

Analyzed by sector, year-on-year growth rates oflG® and 30.51%, respectively, were reported in
operating income of the government enterprise sextd the banking sector for the financial yearasnd
review, as these sectors continued to sustainiy®sijrowth momentum. In particular, we made solid
breakthroughs in the insurance and power sectorgiding support to the overall rapid growth of [Wile
optimizing our coverage of different industrial &#s. Analyzed by business type, our applicaticitwsoe
business has achieved notable results in the dawelot of new customers among regional banks arad loc
taxation authorities business. In the banking sedtosiness relationships have been establishdd 14t
banks, including China Resources Zhuhai Commeigaik, Jiangsu Changjiang Commercial Bank and
Bank of Xi'an, through the provision of regionalredanking solutions. We have also made inroadstie
market of local taxation authorities with our thigdneration golden tax collection and administragstem,
signing up the local tax bureaus of Shenzhen, Haaral Shandong as new customers. Initial resulte ha
been achieved in the investigation of new modeldle software business with 26 township banksdein
signed up for banking software operating servigesking us the undisputed market leader in this
sub-segment. Our taxpayer-end service busines®stablished in Hainan. We have devoted major affort
to the development of proprietary brands, while ticming to consolidate our leading edge in the
telecommunications, banking and government ens®psgectors, as we secured several multi-million
contracts from the State Administration for Indysind Commerce, China Unicom and China Telecom. We
gained further inroads in our pursuit of refined n@gement underpinned by the productization and
standardization of services, with more sophistitateernal management and more specific busineds an
profit models that provided a very solid foundatfonmassive growth.

Sound overall deployment of “Sm@rt City” with initi al planning completed in key regions

During the financial year under review, the Groupftty completed the tracking coverage of the Sm@rt
City target cities, exceeding targets set at thginimeng of the year for contract sign-ups and rexehy a
significant margin, while overall sign-ups also stantially exceeded our annual targets. Projegtsesi up
and started during the year have not only addatigaumbers of the Group’s “Sm@rt City” projectat b
have also contributed to improvements in term$iefrichness and sophistication of solutions, enhartbe
overall strengths of the Group as China’s leadiolgt®on provider in Sm@rt City and fostering a sdun
foundation for the “Sm@rt City” operating servictore specifically, mature core solutions were icgied

in other cities, such as the Citizen Card projecZhenjiang and Lanzhou, the Citizen Service ptojec
Foshan, and the demonstration center project imj@&rg and Guangzhou, for which contracts have been
signed for implementation. Meanwhile, significambgress has also been made in strategic solutsoics,

as the Yangzhou Healthcare Information Platfornthe health sector, the Suzhou Meat and Vegetable
Source Tracking System in the food and drug semtdrrelevant projects for Shunde, Zhuzhou, Wuhah an
Shenyang in the data exchange sector.

3. Management Outlook

Amid the intricate and volatile times of 2011, ourmanagement team completed and exceeded all
financial targets set for the financial year underreview. As guided by the overall strategy of the
Company, we have also conducted bold investigatiomegarding the probable directions of Sm@rt
City and realigned our organizational structure intandem with our Sm@rt City strategy.

Market conditions are set to remain challenging in2012. Our management has formulated the
principle of “prudent progress with a focus on Sm@ft City,” whereby the Group will concentrate on
customer marketing, process streamlining and optinzation and technological innovation, with a view
to bolstering its competitive strengths, enhancings leadership and influence in the Sm@rt City secrr
and achieving various business targets for greateshareholders’ value.
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Capital Expenditure, Liquidity and Financial Resources

The Group mainly finances its operations with ingdy generated cash flows, bank borrowings andkiban
facilities.

The Group had total assets of HK$26,821 millioB&tMarch 2012 which were financed by total liaksht

of HK$19,298 million, non-controlling interests BK$702 million and equity attributable to equityltiers

of the parent of HK$6,821 million. The Group’s @nt ratio at 31 March 2012 was 1.36 as compared to
1.44 at 31 March 2011.

During the year ended 31 March 2012, capital experedof HK$734 million was mainly incurred for the
acquisition of land, properties, office equipmend &T infrastructure facilities.

The aggregate borrowings as a ratio of equityhattable to equity holders of the parent was 0.591at
March 2012 as compared to 0.33 at 31 March 201he cbmputation of the said ratio was based on the
total interest-bearing bank borrowings and bondapley of HK$4,053 million (31 March 2011: HK$1,969
million) and equity attributable to equity holdeo$ the parent of HK$6,821 million (31 March 2011:
HK$6,033 million).

At 31 March 2012, the denomination of the intetestring bank borrowings and bond payable of thau®ro
was shown as follows:

Denominated in Denominated
United States Denominated in Hong Kong
dollars in Renminbi dollars Total
HK$'000 HK$'000 HK$'000 HK$'000
Current
Interest-bearing bank
borrowings, unsecured 733,739 415,096 1,068,876 2,217,711
Interest-bearing bank
borrowings, secured - 106,184 - 106,184
733,739 521,280 1,068,876 2,323,895
Non-current
Interest-bearing bank
borrowings, unsecured 1,302,000 - 390,000 1,692,000
Bond payable - 36,615 - 36,615
1,302,000 36,615 390,000 1,728,615

Total 2,035,739 557,895 1,458,876 4,052,510

Included in the Group’s current bank borrowingsapproximately HK$82 million extended by a financial
institution to a subsidiary of the Group, Beijindgilal China Si-Tech Information Technology Co.dLt
(“STQ"), were secured by a property situated in Mainl&tdna with a value of approximately HK$26
million and trade receivables with an aggregateyoay amount of approximately HK$64 million at 31
March 2012, and 8,229,004 issued shares of ST@viouf of Beijing Zhongguancun Sci-Tech Guaranty, Co.
Ltd. (the ‘Pledged), an independent third party, for securing a gnéee issued by such Pledgee on behalf
of STQ.

Included in the Group’s current bank borrowingsapproximately HK$24 million extended by a financial
institution to a subsidiary of the Group, DigitahiGa Jinxin Technology Co., Ltd. Beijing Jinxin"), were
secured by fixtures and office equipment with aieadf approximately HK$27 million at 31 March 20h2
favour of Beijing Zhongguancun Sci-Tech Guaranty,Q@ad., an independent third party, for securing a
guarantee issued by such Pledgee on behalf ohBeljnxin.
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During the year ended 31 March 2012, the Groudssisliary, Digital China Technology Limited, entered
into a facility agreement with a syndicate of bafiksa three-year loan facility of US$150 millioarfthe
purpose of financing general working capital of tGeoup. Included in the Group’s non-current bank
borrowings of approximately HK$1,162 million (egalent to US$150 million) represented the syndicated
loan repayable in three years from the date ofithevdown and were guaranteed by the Company.

Included in the Group’s current and non-currentkbbarrowings of approximately HK$749 million and
HK$1,692 million respectively represented the téoems and are repayable from Year 2012 to 2014.

In September 2010, the Group completed the acouigif the remaining 89.56% equity interest in Bgjj
Jinxin Technology Co., Ltd. (now named as “Digi@ilina Jinxin Technology Co., Ltd.”) from indepentlen
third parties (the Acquisition”). Beijing Jinxin was owned as to 10.44% by theo@r prior to the
Acquisition and subsequent to which, it became all#owned subsidiary of the Group. In August 2010,
i.e., before the Acquisition, Beijing Jinxin andehwe other companies being independent third Fadi¢he
Group (collectively referred as thésSuers’) issued “2010 Collective Bonds of ZhongguancumtHiech
SME” (“2010 Bond}¥) to institutional and public investors in MainkrChina through the Shenzhen Stock
Exchange. The aggregate principal amount of thé Einds is RMB383 million, of which Beijing Jinxin
accounts for RMB30 million (equivalent to approxielg HK$37 million). The fund raised by Beijing
Jinxin will be applied to the development of itsMnetwork construction project. The 2010 Bonds whic
carry interest at a rate of 5.18% per annum, wiliture in August 2016, and are unconditionally and
irrevocably guaranteed in full with joint liabilgs by Beijing Zhongguancun Sci-Tech Guaranty Ciol,, lan
independent third party, from the first to thirdayef the issuance ZGC Guarante€’). At the same time,
ZGC Guarantee is guaranteed by Beijing SMEs Crdfidgguarantee Co., Ltd., and also guaranteed by
Beijing Jinxin for the principal amount of the 20Bdnds it accounted for (i.e., RMB30 million). The
Investors’ Put Option and the Issuers’ Full Reda@omptOption in respect of the 2010 Bonds may be
exercised under the following circumstances: if kb®uers can provide a guarantor with good remati
before the conclusion of the interest period intthil year of the issuance of the 2010 Bonds,stors may
opt to hold the 2010 Bonds in full or in part arrdéaercise the Investors’ Put Option to sell th&é@B8onds
back to the Issuers within five working days frotre tpublication of the announcement in respect of
information regarding the continuing guarantee; dnithe Issuers cannot provide a guarantor withdgoo
reputation before the conclusion of the interesippein the third year of the issuance of the 28bdds, the
Issuers shall redeem the 2010 Bonds in full.

The Group’s total available credit facilities at Barch 2012 amounted to HK$23,304 million, of which
HK$2,859 million were in term loan facilities, HK$1.67 million were in trade lines and HK$6,278 raiil
were in short-term and revolving money market faed. At 31 March 2012, the facility drawn dowrasv
HK$2,441 million in term loan facilities, HK$5,55#illion in trade lines and HK$1,395 million in
short-term and revolving money market facilities.

Under the normal course of business, the Groupidsmased performance bonds to some customers for
potential claims of non-performance in order tasdathe specific requirements of these custome#ss no
material claims had been made by the customers sndad performance bonds in the past, the managemen
considers that the possibility of realisation ofy actual material liabilities arising from such feemance
bonds is remote.

Human Resources

At 31 March 2012, the Group had approximately 1@,681 March 2011: approximately 11,400) full-time
employees. The majority of these employees wotkénPRC. The Group offers remuneration packages in
line with industry practice. Employees’ remuneratiocludes basic salaries and bonuses. With ttrease

in the total number of staff to cope with its bsia requirements, the Group has recorded a 39168%ase

in staff costs to approximately HK$2,678 millionr fthe year ended 31 March 2012 as compared to
approximately HK$1,918 million for the last finaatiear. In order to attract and retain a highbealof
capable and motivated workforce, the Company offbiare-based incentive schemes to staff basedeon th
individual performance and the achievements of @mnpany’s targets. The Group is committed to
providing its staff with various in-house and exgdrtraining and development programs.
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AUDIT COMMITTEE

The Audit Committee currently comprises three Irefefent Non-executive Directors, namely Mr. HU
Zhaoguang (who is the Chairman of Audit Committdd), WONG Man Chung, Francis and Ms. NI Hong
(Hope). The Audit Committee has reviewed with teaisr management and the auditors of the Company
their respective audit findings, the accountinghgiples and practices adopted by the Group, legdl a
regulatory compliance and discussed auditing, madecontrol, risk management and financial repgrtin
matters including the review of the financial staémts of the Group for the year ended 31 March 2012

CORPORATE GOVERNANCE

The Company has complied with all the code prowisias set out in the “Code on Corporate Governance
Practices” contained in Appendix 14 to the Rules&oing the Listing of Securities on The Stock Exe

of Hong Kong Limited (the Listing Rules”) throughout the year ended 31 March 2012, exdepthe
following deviations from certain code provisionghwconsidered reasons are given below:

Code Provision A.4.Etipulates that non-executive directors shouldppointed for a specific term, subject
to re-election

All of the Non-executive Directors of the Compangres not appointed for any specific term. Since all
Directors (save for the Chairman of the Board erManaging Director) are subject to retirementdtgption

at each annual general meeting in accordance hatlhye-laws of the Company (thBye-Laws’) and shall

be eligible for re-election. The Board considérattthe retirement by rotation at each annual ggner
meeting in accordance with the Bye-Laws has givenshareholders of the Company the right to approve
the continuation of the service of the Directors.

Code Provision A.4.3tipulates that every director, including thosepaimted for a specific term, should be
subject to retirement by rotation at least oncergtieree years.

Under the Bye-Laws, at each annual general meetieghird of the Directors for the time being értheir
number is not three or a multiple of three, the bemnearest to one-third shall retire from offitlee
Chairman of the Board or the Managing Director Isinalt, whilst holding such office, be subject to
retirement by rotation. Therefore, Mr. GUO Wei, tbdairman of the Board, shall not be subject to
retirement by rotation.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code for Seesirifransactions by Directors of Listed Issuers
contained in Appendix 10 to the Listing Rules (thdodel Cod€’) as its own code of conduct of Company
for Directors’ securities transactions. Having maxgbecific enquiry with the Directors, all the Ditexs
confirmed that they have complied with the requiséehdard as set out in the Model Code througheut t
year ended 31 March 2012.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTE D SECURITIES

During the year ended 31 March 2012, neither thm@my nor any of its subsidiaries had purchasdd, so
or redeemed any of the Company’s listed securities.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly availablethe Company and within the knowledge of the Diregto
the Company has maintained a sufficient of pubbatfas required under the Listing Rules throughbat
year ended 31 March 2012.

By Order of the Board
Digital China Holdings Limited
(B R AR A F])
GUO Wei
Chairman

Hong Kong, 12 June 2012

As at the date of this announcement, the Board dsegpseven Directors namely:
Executive Directors: Mr. GUO Wei (Chairman) and MiN Yang (Chief Executive Officer)
Non-executive Director: Mr. Andrew Y. YAN

Independent Non-executive Directors: Mr. HU Zhaagyavir. WONG Man Chung, Francis, Ms. NI Hong
(Hope) and Mr. ONG Ka Lueng, Peter

Website: www.digitalchina.com.hk

* For identification purpose only
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