


Mission Statement = fF#

For

CUSTOMERS

To streamline our customers’ living and working conditions
by providing them with the latest and best in IT products
and services

For

SHAREHOLDERS

To maximise our shareholders’ long-term benefits

For

STAFF

To provide a stimulating and challenging working
environment in which employees can find multiple
opportunities for personal and professional advancement

For

THE COMMUNITY

To contribute responsibly to the development of the wider
community
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Significant Events - F3&

2001

= Yang Yuanging appointed as President and CEO of Legend Group Limited
- BTEEZEAMEEBERAREHLERMITE

= Spin-off of Digital China and its
successful listing on the Stock
Exchange of Hong Kong
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¥ - Joint venture with AOL was
announced to develop consumer
interactive service business in China
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President Yang Yuanging selected by US magazine Business\Week as one
of its "Stars of Asia”

Cooperation agreement signed with the world’s six largest liquid crystal
display (LCD) monitor manufacturers, for the joint promotion of LCD
computers in China

“Legend Application Solution Centre” set up with Intel in Beijing,
promoting server applications based on the Intel architecture
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Strategic agreement reached with Siemens for the joint development of
the first batch of wireless handheld devices in the PRC based on 2.5
generation communication technology (GPRS)
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= Announced to set up a joint venture
with Gigabyte to develop contract
manufacturing business
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= The “Conference for Promoting Informatisation of Enterprises”, jointly
organised by the State Economic & Trade Commission and the Ministry of
Information Industry, was held at Legend’s Beijing headquarters. Vice
Premier Wu Bangguo, Minister Wu Jichuan of Ministry of Information
Industry, and leaders of 100 large Chinese enterprises visited Legend's
Beijing headquarters and shared Legend’s experiences in developing its
management information system

Roll out of Home Cyber Port series, including Supremia and Premia PCs
and 7 new digital peripherals
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Chairman Liu Chuanzhi selected by US magazine Time as one of the
world’s 25 most influential business leaders
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2002

= 55% equity interest in Techwise Circuits was "
sold to Kingboard, which became Techwise
Circuits” major shareholder

- EEMEELERE 5% s - SI AEEIER
EGIER-TIED

= Joint venture with Xoceco was announced, along with a strategic
alliance with Texas Instruments, marking Legend’s formal entry into the
mobile handset business
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= Investment in Han to jointly develop IT management consultancy
business in China
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= Announced joint venture with Al Software to
develop IT services for the insurance industry
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Financial Highlights

Operating Results
Turnover

Actual

Proforma

Earnings before interest, taxation,
depreciation and amortisation expenses
Actual
Proforma

Profit attributable to shareholders
Actual
Proforma and before restatement

Financial Position
Total tangible assets
Actual
Proforma

Cash reserves
Actual
Proforma

Total borrowings
Actual
Proforma

Shareholders’ fund
Actual / Proforma

Financial Ratio

Return on tangible assets (%)
Actual
Proforma and before restatement

Interest cover (times)
Actual
Proforma and before restatement

Current ratio (times)

Others

Dividends (HK cents)
Interim dividend
Proposed final dividend

Earnings per share - basic (HK cents)
Actual
Proforma and before restatement

- MBRE

2002 2001
(HK$m) (HK$m) Increase / (Decrease)
(BEEHET) (BETHET) #/ (i)
=i
TR 20,853 27,219 (23.39)%
HE 19,267 18,665 3.23%
BFIE - FiIE - ER
BTS2 R T
=1 1,009 971 3.91%
HE 973 740 31.49%
PR P
B 1,045 114 816.67%
HEREYIA 1,026 718 42.90%
B AR
BREERE
- 5,692 8,028 (29.10)%
HE 5,692 6,350 (10.36)%
BB
ER 2,441 2,634 (7.33)%
= 2,441 2,383 2.43%
BEIEAAEE
B - 832 N/A
= - 19 N/A
BERES
B HE 3,682 3,883 (5.18)%
[y 30 e
BREERRE (%)
B 24.6 2.8 778.57%
HEREYIA 30.3 23.9 26.78%
FSEELE ()
EIR 93.1 6.1 1426%
HEREHIA 635.7 42.4 1399%
BN LL = (%) 2.2 1.7 29.41%
Hith
B8 GBAL)
R HEAAR S 1.5 1.1 36.36%
IR AREARR 2. 3.6 2.4 50.00%
BRAEF — HEA& B
=S 13.86 1.52 811.84%
%5 REH AT 13.61 9.63 41.33%

TURNOVER for the year ended 31st March
EEE AE=A=t—HLEE

(HK$m B%EET)

Actual
B

Proforma

99 00 01

02

BEKBD 2BEEXAIN

PROFORMA TURNOVER ANALYSIS BY BUSINESS SEGMENTS

Corporate IT business
BT 55

Consumer IT business
HE T EK

Handheld device business

FRREXEE

Contract manufacturing business
ARBLEER

M Internet service business
EEREEXEY
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Chairman’s Statement = FEHRSE

n the back of a global economic downturn and

subsequent IT market slowdown, even China’s

booming IT market was adversely affected,
experiencing reduced levels of growth in 2001. After several
years of seeing the market develop at high speed, in which the
Group experienced surging market share and consistently
excellent financial results, Legend last year had to face a wholly
different business environment which presented the new
management team with major challenges. Despite the
unfavourable environment, the team approached their task with
confidence, exploiting the difficult conditions by using them as
a spur to readjust and reform the Group’s strategies for survival
and growth. After a careful analysis of market conditions, the
management team put into practice a number of measures
designed to stabilise the market and sustain Legend’s general
economic health in the face of difficult conditions. These
measures were successful in improving both the Group’s gross
profit and net profit margins, and maintaining continuous

growth in profits.

LEGEND ANNUAL REPORT 2001 " 02 853k

MEL =5

;\/: 2R ERBIERITH 5
EIERNFE - 2001 FF

X BITHZMEREELR

BERLFRE - £E—FH - BAH
MERERERETRIKRNEER o
DRERBIBROPEITHS LEE
ZERIERY)  BERFHBERDN
MEMBENREERNBIER  AME
2001 FEESNRPRBE E RN
H - ERmAEES  BRERE
FEEERFRERER  ELEMERE
EFEnEEBGHRERNRE - &
BETISRCHZFON - BREE
BEEFHEAEFABRTTHARLEK
B - CEENSREMREEERA S
BEREESME @ & EFHBRERSE
THEENR RN XEESHABRL
= MR T REEFOHRFIKFE
SNEERS -

Liu Chuanzhi chairman



M) Exposure to adverse conditions over the past year has honed the skils of

Legend's new management team and led to satisfactory results ...

ERE—F BENEEELETERENER  BS TS AMEN
=S IR L

Legend’s healthy growth has partly come about due to its enhanced
profile as a services and technologies provider and its increasing
levels of informatisation over the past year, a repositioning which
has set the Group up for new and wide-ranging anticipated future
growth. Alongside this, the development of new business areas
has reaped early rewards, beside providing Legend with valuable
experience in strategic investment and the handling of international

cooperative endeavours.

| believe economic development occurs in cycles, presenting a
continuing round of opportunities and challenges. Ultimately, an
enterprise’s vitality and achievement rests upon the intelligence and
the sheer drive of its leaders, honed by exposure to adversity. The
past year has brought its share of the latter, and | am highly encouraged
to see that Legend’s management, led by Yang Yuanging, has drawn
on these experiences to grow further into a mature, proactive and
resilient team. The clear abilities of the management in evaluating
difficult situations and learning from experience, and their collective
passion in seeking changes and innovations prove that they are indeed

Legend'’s most valuable assets to investors.

Lie Urnarm 24,

Liu Chuanzhi
Chairman
Hong Kong, 23rd May 2002
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CEO’s Chatroom = CEOHIXZE

You became Legend’s CEO in 2001. How
would you assess Legend’s performance
over the past year?

The global IT industry was seriously affected by the economic downturn of
2001 and the market slowdown that followed, while China’s IT market, after
several years of rapid growth, has also moved into a period of adjustment
following the burst of the Internet bubble two years ago. Despite such an
unpromising environment, Legend still managed to expand its proforma turnover
by 3.2% compared with last year. While proforma net profit grew by 42.9%,
gross profit and net profit margins also improved. Given the Group’s recent
major business restructuring and the on-going fluctuations of the China market,
these results are a remarkable testimony to the Group's enterprise and
commitment during the past year.

The Group achieved much besides commendable financial results over
the year, not least the experience of learning to develop rapid
and positive reactions to market changes. After operating for
several years in a rapidly growing market, last year’s
contrasting business environment prompted us to enhance
the efficiency of our operations, to improve measures for
countering risk, and to strenghten our management
capabilities.

2001 also saw impressive progress in the Group's
transformation into a technology and service company. High
levels of investment were maintained both in research
and development (“R&D") and in services, despite the
need to reduce operating expenses. It is because
technology and services are earmarked
, as areas of the Group's core
competence which will drive new
growth in the future. Elsewhere,
2001 also saw Legend make
great strides in the
development of new
business areas.
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P) Legend has taken major steps towards service-oriented transformation

and technological innovation . .

B AR R RSB A MBI RIFTEL TEZEMN —F .

How exactly has Legend gone about
implementing its strategy of
transforming itself into a technology
and service company in 2001?

In the first place, Legend has completed its transformation into a customer-
oriented business structure, allowing us to design, manufacture and deliver
products according to the different needs of specific customer groups, as well
as devising appropriate group-focused marketing strategies. The restructuring
has created a more open and market-oriented management ideology, which
has permeated through into Legend's corporate culture generally, underpinning
the Group’s wider transformation into a technology and service company.

Legend’s commitment to technology was evident with the launch in 2001 of a
variety of new breakthroughs in server technologies and products, with
proprietary intellectual property rights. A major milestone was the ranking of
the Group’s server products amongst the world's top ten for the first time ever.
During the year, Legend initiated a partnership with Intel to set up the largest
application solution centre in Asia, and cooperated with IBM in rolling out new
fibre-optics storage products and solutions. A particular highlight was the launch
of "Wanquan Sureye”, a server management software application developed
by Legend. Demonstrating the Group’s mastery of core server technologies,
this software represents a strong foundation from which we expect to develop
further high-end corporate IT products and services, particularly now that Legend
has established a R&D team dedicated to working on high-end server and back-
office technologies. Legend’s products in IT security and wireless technology
have also had a powerful impact amongst businesses.

An important factor in Legend’s transformation into a service company has
been the launch by our customer service centres and call centre of “One-Code
Service” and “Centralised Reporting System”, two initiatives which together
have enhanced the competitiveness of our core businesses. From 2001, a
reshaped business model has been adopted for handling our large clients,
with excellent and widespread results. This includes the establishment of new
service models in account management, e-commerce, configuration-to-order
and expertise services. “IT 1 for 1" also established its own service model for
small and medium enterprises (“SMEs"”), a model which effectively drives
product sales through the provision of services, and which will assist our
channel transformation in the future.
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CEO'’s Chatroom - CEOBIXZE

What did Legend achieve in 2001 in
terms of developing new areas of
business, and how did it go about
doing this?

As part of its service and technology transformation, Legend explored and
developed a number of new business areas during 2001. The Group’s
investment brought returns of over HK$100 million, while at the same
time providing valuable experience in the planning of strategic investments
and the implementation of international business cooperation. Four major
developments can be mentioned:

(1) In cooperation with Xiamen Overseas Chinese Electronics Company
Limited (“Xoceco”), Legend entered its newest IT business arena, the
mobile handset business. This move offers the Group a foundation for
implementing its development strategy of linking up different IT
terminals.

(2) Legend's investment in Han International Consulting Company Limited
("Han") was another milestone marking Legend’s transformation from
a hardware manufacturer to a technology and service provider. The
cooperative partnership with Han has given Legend a significant
competitive edge, experience and expertise in the IT service arena.

(3) Our cooperation with AOL has established a clear direction for the
development of Internet service provision. Once launched, the services
will, we believe, go a long way towards driving the development of
Internet business in China.

(4) Legend'’s contract manufacturing business has been greatly enhanced
by collaboration with Gigabyte Technology Company Limited
("Gigabyte”) and Kingboard Chemical Holdings Limited (“Kingboard")
during the year.

LEGEND ANNUAL REPORT 2001 " 02 853k
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P) The team has demonstrated its ability to react rapidly and positively to

market changes ...
HPIR MR 7 IRE R ETISE LS .

What do you consider Legend’s current
level of development from a historical
perspective?

The Legend of today exists in a period of major historical change. After ensuring
its survival in the 1990s by adopting a trading-oriented strategy, the Group has
over the past decade developed its own brand products, establishing the famous
“Legend” brand and achieving a scale comparable to that of a medium-sized
international enterprise. The Group’s future mission is to make the name
“Legend” not simply synonymous with computers, but also immediately
associated with a wide variety of consumer IT products, high-end corporate IT
products, IT services and Internet services. Legend must now advance a further
step forward to position itself as a world-class enterprise, highly technologically
advanced and with versatile business interests across a range of IT areas.

Legend first began to implement its mid to long-term strategic planning in the
financial year 2001 / 02. Its target of becoming a “high-tech, service-oriented
and international Legend” has been firmly established in Legend’s six main
business areas, allowing for a full synergy between each that provides the basis
for the Group to proceed towards its dual goals of technological innovation
and service-oriented transformation.
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CEO'’s Chatroom - CEOBIXZE

What is the potential for developing
China’s IT market in the future? What
directions do you anticipate Legend
developing in?

The immediate future will see Legend continue its concentration on the China
market, while expanding into adjacent areas of the IT industry. The Group believes
that China’s IT market possesses formidable opportunities, particularly now that
the country has joined the WTO and won the right to host the Olympic Games.
The push towards enhancing business competitiveness through information
technology has created a significant surge in demand for IT services from both
companies and individuals. As China’s largest IT enterprise, Legend's development
potential is enormous.

In 2002, Legend will continue to move in the direction of service transformation
and technological innovation, and at the same time attempt to make major
steps forward in the development of new businesses. Within the hardware
business, we will be diversifying our computer terminal products, with emphasis
on mobile handsets, PDAs and digital products. As for back-office products,
Legend will be moving from the simple provision of servers towards offering a
full product line of high-end corporate IT products including high-end servers,
storage products and network security products.

Building on our established foundation of value-added services that drive product
sales, we expect to build up further IT service opportunities and focus on making
this area a strong growth driver for the Group, through our provision of Internet
services for consumers, one-stop “IT 1 for 1" services for SMEs, and professional
IT consultancy services for large corporate clients.

Legend will maintain its strategic commitment to technological enhancement,
proceeding from the development of product technology towards advances in
application technology and core technology. With our terminal products in mind,
we will be looking to develop key wireless technology applications enabling the
linkage of various terminals. We will also continue actively seeking breakthroughs
in back-office technologies such as super computing, storage and network
security technologies, while at the same time working to cultivate new ground
in the area of service technology, including software and application solutions.
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P) The Group aspires to become a high-tech, service-oriented

international Legend ...

SRR - RESRY - BIYER

BHBR
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What do you consider to be Legend’s
long-term goal, and how do you expect
to realise it?

Legend aspires to become a high-tech, service-oriented international enterprise
whose management standards reach an internationally recognised level,
comparable with those companies included in the prestigious Fortune 500 list.
This is not a goal that can be achieved without the employment of a philosophy
of strategic management. It goes without saying that a company must be initiated
on the basis of solid foundation management and business management, and |
believe that Legend currently occupies this position. My management team and |
are now reshaping our management vision to encompass the goals and ideals of
strategic management, a concept that means not simply having a clear vision of
Legend’s future development and goals, but also possessing the business
intelligence and expertise to realise these goals. Strategic management skills also
involve being able to assess developments as time goes by, and adjust directions
as necessary to ensure the Group remains on track towards its long-term targets.

To enhance Legend's value for shareholders, the Group has been committed to an
on-going process of reviewing and improving its corporate governance to ensure
high levels of transparency. This has gone hand in hand with a more general
dedication to implementing the highest corporate values, thus ensuring stable and
healthy development and good returns to shareholders in the long run.
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Management'’s Discussion and Analysis - EZE Bzt R 54

Business Review

Despite the past year's difficult operating environment, the Group still
managed to sustain healthy growth and make progress towards its
targets of technological innovation and service enhancement, at the
same time laying solid foundations for its new business initiatives. Overall,
Legend was highly successful in transforming itself into a customer-
oriented company, putting into place major organisational restructuring,
implementing its policy of technological innovation, and shifting its role
from that of a pure hardware company into an enterprise providing a
comprehensive range of services. These achievements provide an
exceptionally solid base for the Group’s long-term development. Legend's
six major business areas also made good progress towards achieving

the targets set for them at the beginning of the year.

Corporate IT Business

Compared to 2000* when the year-on-year growth rate reached
46.5%, the turnover of China‘s corporate computer market in 2001 *
dropped 5.1% year on year. This demonstrates that the corporate
computer market in China was also affected by the slowdown in growth.
Despite this harsh environment, Legend's corporate IT business turnover
still recorded a growth of 14% coupled with further improvements in

its gross profit margin and operating profit.

In August last year, the Group rolled out a new corporate computer
product series, “Kaitian”, “Qitian”and “Yangtian”, which offered
improved design, upgraded functionality and higher overall quality.
Catering for the network environment of corporate users, the “Kaitian”
series comes with tailor-made application solutions that obtained 34
national patents and gained the CCID’s “Technological Innovation
Award"”. The series has been highly commended by corporate users.

2001 represents the period from April 2001 to March 2002
2000 represents the period from April 2000 to March 2001
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Markets are ever-changing. We keep our ears to the ground for the first signs of market shifts,
and our flexible management tactics allow us to rapidly formulate proactive policies that in turn
trigger new market trends.

mSBZREEE  KMRBENTSES BENEEFE - SITHARNEMNRE  HTEDSHR




Management’s Discussion and Analysis - BB R 547

Legend demonstrated its mastery of wireless network technology in the
past year by rolling out a notebook computer that utilises such
technology, the first time the Group has applied wireless technology to
notebook computer products. Tracking technological changes in the
market closely, Legend also launched the first notebook computer
equipped with an Intel Pentium 4-M chip in China in March this year, a
move reflecting the Group’s heavyweight R&D capabilities.

Legend achieved spectacular development in its server business, both in
terms of market position and technological development. For the October
to December 2001 quarter, Legend's servers ranked, for the first time,
amongst the world’s top ten best selling servers. March this year saw
the Group’s successful development of the cutting-edge core server
technology, “Wanquan Sureye Server Intellectual Monitoring
Management System”. A new “Legend Wanquan” server series based
on Intel’s powerful and advanced Xeon CPU technology was also rolled
out, with the Group being the only Chinese manufacturer of the eight
global OEM strategic partners chosen by Intel to promote its Xeon CPUs.
Another breakthrough for Legend came in the area of high-end server
development, as it marked its entry into the high-end server market
with the launch of the iCluster1800 series. Last November also witnessed
the Group’s signing of a strategic OEM agreement on storage products
with IBM, which will lead to the joint development of storage

technologies and the product market.

Legend significantly enhanced its service provision for enterprises with
the careful positioning of its “IT 1 for 1" service scheme in 2000,
effectively stimulating the Group’s commercial computer product sales.
Through a series of partnerships with software developers in China,
Legend also provided a variety of solutions to SMEs, such as those dealing
with imports and exports, customs declaration, training, manufacturing
and design. To enhance the channel’s provision of value-added services,
Legend signed up 145 partners for its “IT 1 for 1" scheme and provided

them with versatile professional training.
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The Group also put extra efforts into promoting company informatisation.
Last year, the “Hand in Hand" project launched one-on-one promotions
for over a thousand SMEs. The Group also set up the “Legend Application
Solution Centre” in Beijing with Intel to promote the use of servers
based on the Intel architecture. The Centre provides customers with
numerous services such as porting, testing and tuning. Legend also
boosted its channel development with the establishment of a network
of 400 commercial specialty shops providing commercial IT products for
SMEs. Large clients now have the benefit of Legend’s “ Account Manager
System”, which allows customers to draw on Legend’s internal resource

support more easily.
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Consumer IT Business

Internet frenzy in 2000 resulted in a period of exceptionally high growth in
China’s home PC market, and a number of local electrical appliance
vendors actively expanding into the consumer IT business. With the burst
of the Internet bubble, however, the home PC market experienced major

adjustments in 2001*, with total market value growing by just 0.7%

The Group’s consumer IT business recorded slight growth in turnover
compared with last year. In view of the market slowdown, the Group
put greater emphasis on stabilising its gross profit margin. Taking
advantage of the lower costs of computer components, Legend rolled
out Pentium 4 home computer products and home PCs bundled with
LCD monitors at very competitive prices. By enhancing the functionality
of its products, not only were sales boosted but the average selling

prices of products were maintained.

* 2001 represents the period from April 2001 to March 2002
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Legend maintained its reputation for product development by rolling
out a number of new, user-friendly products suited to the specific needs
of consumers in China. In November 2001, the Group launched its new
generation home PCs, the Home Cyber Port series “Supremia” and
“Premia”. These products incorporate devices for minimising noise, along
with new world-standard technologies for heat dispersal and data
security. Users have already indicated strong approval for the design

and quality of these new products.

The main emphasis on Legend’s channel development was in increasing
the number of its “Legend 1+1 Home PC Specialty Shop”. With these
outlets more than doubling in number, from last year’s 260 to the current
570, the Group can now point to an extensive sales network formed by

its combination of 1+1 Specialty Shops, distributors and retail points.

In financial year 2001/02, Legend entered the IT service business through
its acquisition of Han, a leading management consultancy and IT service
enterprise in China. With the value of this market expected to grow at
an annual rate of 50%, taking it from 2000's US$840 million to an
estimated US$6.48 billion in 2005, the acquisition of Han opens up

huge growth potential for the Group.
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China’s entry into the WTO will place added pressure on the already
urgent need for Chinese businesses to informatise in order to enhance
management efficiency and competitiveness, and demand for IT services
will increase exponentially as a result. Last November’s “Conference for
Promoting Informatisation of Enterprises”, jointly organised by the State
Economic & Trade Commission and the Ministry of Information Industry,
was held at Legend’s Beijing headquarters, and involved more than one
hundred business leaders from some of the country’s largest enterprises.
Legend was able to share its experiences of developing an efficient
management information system. Participants looked closely at Legend's
achievements in informatisation, and further cooperation was solicited,
marking a very positive beginning for Legend’s IT service provision. The
Group expects its provision of IT services to also facilitate sales of the
Group's commercial computer products, taking advantage of the synergy
between these two business areas. As China currently lacks a mature
and established IT service enterprise, the Group’s involvement in this

business gives it much scope for successful growth.

Over the year, the Group’s IT service business was able to draw on
Legend’s brand advantages, good customer relationship and abundant
capital. An example may be drawn from the area of IT consultancy,
where the Group spent HK$55 million cash on new share subscription
in Han, acquiring a 51% equity interest in Han's enlarged share capital.
Han's services currently cover Business Process Reengineering (BPR),
Enterprise Resources Planning (ERP), Customer Relationship Management
(CRM), Application Service Provision (ASP) and the development and
application of core software. To date, Han has provided consultancy
services on IT transformation to over one hundred enterprises, and made
available IT training to some four hundred corporations. Legend’s
investment in Han will allow it to launch its IT service business at an

advanced level.
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“Customer First” is one of our most constant and important principles. Every level of our business
structure, from product design to manufacturing to delivery to marketing, is tailored to the
specific needs of our different customer groups. Added to this is our comprehensive range of
after-sales services, each of which is designed to reflect our “Customer First” spirit.
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Legend has also been active in developing industry-specific IT services.
In April 2002, the Group set up a joint venture (“JV") with Al Software
Company Limited (“Al Software") to develop IT services for the insurance
industry. The agreement may involve funding of up to RMB23.33 million
from Legend, with Al Software on its part contributing IT solutions for
the insurance industry, along with related intellectual property rights
and professional technical staff. Principally engaged in developing
insurance-related software, the JV has already successfully developed
“Insurance Business Management” and “Insurance Agent Information
Management” systems, and its clients include many renowned insurance

companies in China.

Handheld Device Business

In 2001, the sales of handheld devices in China grew 37% to reach
1.99 million units, a spectacular growth figure mainly due to China
consumers’ strong demand for consumer IT / communications products.
With the development of the application market for specific industries,

high-end pocket PCs became another area of rapid growth.

The Group has established more than 1,700 distribution and retail outlets
for its handheld devices, and has been active in enhancing the levels of
technology and quality of its products. During the year, two high-end
handheld devices, “Tianji 5000” and “Tianji 3000” pocket PCs, were
rolled out. These two products use the Microsoft Pocket PC operating
system, and include applications like Word and Excel along with a media
player and webpage browsing options. Recently, Legend gave customers
yet more options to choose amongst, with the launch of its “Tianji A68"
device incorporating new wireless technologies, and “Tianji XP100", a

multi-media pocket PC.
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The Group continued to strengthen its capabilities in product development,
signing a strategic agreement in August last year with Siemens to cooperate
in the wireless Internet communications arena, leading to the joint
development of the first batch of wireless handheld products based on

GPRS in China. The prototype of the product has already been produced.

SEEBRRSERFMERN  REFSAHR
EEAMTFARRIEEGEBRENEK
A IERE  HEMEPRE - HER
GPRSEMBARMMELEKESR - B
AIEAR5TA T EmEIR

LEGEND ANNUAL REPORT 2001 " 02 853k



Management’s Discussion and Analysis - BB R 547

Legend set up a number of alliances with other companies with the aim
of developing industry-specific handheld device application solutions
for information searching and data collection. Over fifty software
developers joined the programme, and are currently providing application
solutions for fields and institutions such as insurance, securities, the
army, the police, traffic management, medicine, tobacco retailing and
logistics management. The solutions developed for the police, and for

insurance industry and tobacco retailing are already in use by clients.

In view of the huge development potential within China‘s mobile handset
market, and the further opening of the value chain of this industry, the
Group declared its official entry into China’s mobile handset market in
the financial year 2001/02. In doing so, the Group also looked to take
advantage of the business opportunities arising from the merging of
data communication with vocal communication technologies. In 2001,
total sales of mobile handsets in China reached approximately 46.55
million units. Currently, there are about 145 million mobile handset

users in China, representing a penetration rate of 11.2%.

In February this year, Legend declared the formation of a JV with Xoceco.
Legend and Xoceco own 60% and 40% of equity interest respectively,
and the total investment cost is approximately RMB150 million. The
agreement will see Legend injecting RMB90 million in cash, while Xoceco
will supply RMB60 million, including fixed assets like mobile handset
production lines and other related equipment, R&D facilities, raw
materials and finished products, with the balance to be paid

in cash.
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With Xoceco possessing an established mobile handset enterprise, an
experienced team, strong R&D capabilities and various patents on mobile
handset technologies, the Group believes it represents a suitable partner
for developing the mobile handset business. Both companies share similar
corporate cultures and mutual development goals. The JV is currently
capable of manufacturing 500,000 mobile handset units annually, and
possesses a good distribution and service network. The Group expects

to roll out Legend brand mobile handsets in the second half of 2002.

Legend’s strategic alliance with Texas Instruments has allowed the Group
to make use of Texas Instruments’ wireless GSM/GPRS chipset technology
and micro-processors using OMAP application processors to enhance
its own Legend brand mobile handsets and new-generation handheld
devices. Both parties will be looking for opportunities to cooperate in
designing and developing short-distance wireless, LAN and other

communications products.

Internet Service Business

The number of Internet users in China has been climbing rapidly and
currently stands at some 33.7 million, with recent research (January
2002) placing the growth at 50% annually. Factors which once restricted
China’s Internet development, such as problems concerning bandwidth,
security, and channels for payment and delivery, were all improved in

2001, laying a solid foundation for Internet development.
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Legend is extremely confident about the potentialities of China’s Internet
service market. In June last year, the Group announced the establishment
of a JV with the renowned Internet Service Provider, AOL, to jointly
develop consumer interactive services in China. After smooth
preparations, the JV was established in November 2001, and is currently

in the process of developing a series of China-oriented products.

The slowdown in the US and European computer markets led to sales of
Legend's QDI motherboards remaining similar to last year, at about 3.4 million
units. Though business growth was reined in by unfavourable external factors,
Legend continues to hold an optimistic view of contract manufacturing within
the China market, and over the past year proceeded to develop this business

area through a series of cooperative enterprises and JVs.

In September 2001, Legend set up a JV with Gigabyte to jointly develop
contract manufacturing business, with China as production base. Both
companies own 50% of equity interest, and contributed their respective
production facilities in Huiyang and Dongguan, Guangdong to the JV.

Total investment cost was about HK$250 million.

Legend’s printed circuit board (“PCB") business was enhanced when
the Group introduced Kingboard as the major shareholder of Techwise
Circuits Company Limited (“Techwise Circuits”) in January this year.
The Group sold a 55% equity interest to Kingboard for HK$230 million,
while maintaining a 30.5% interest in Techwise Circuits after the
transaction. Kingboard'’s experience in the laminates business will act

as a positive contribution to Techwise Circuits’ business development.
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Deploying cutting-edge technologies, we facilitate people to connect and grasp latest

information anytime anywhere.
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Management's Discussion and Analysis -

Financial Review
This review is designed to highlight key financial and operating information

relating to the Group’s performance during the year ended 31st March 2002.

Consolidated Financial Results
The Group recorded a profit attributable to shareholders of HK$1,045
million for the year, compared to HK$114 million in 2001 (HK$860

million before prior year adjustments).

On 1st June 2001, the Group spun off Digital China Holdings Limited
("DCHL"). The proforma results were prepared as if the spin-off
had been completed as at 31st March 2000. The proforma profit
attributable to shareholders for the year ended 31st March 2002 was
HK$1,026 million compared with the HK$718 million in 2001 (before
prior year adjustments), representing a 42.9% or HK$308 million
increase. Even excluding the effect of interest income and gains on
disposal, the proforma earnings before interest, taxation, depreciation
and amortisation expenses (“EBITDA") of the Group still recorded a
32% or HK$233 million increase.

Results Summary
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Profit attributable to shareholders PR R FE A5
(before prior year adjustments*) (E5A1+)
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(proforma and before prior year adjustments) (HE RE=H A

EBITDA
(proforma and before prior year adjustments)
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* The prior year adjustments represent amortisation of goodwill (HK$581 million) and impairment loss of goodwill (HK$166 million) in 2001.
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Total sales recorded a drop of 23% in 2002 compared to 2001. However,
once turnover of others (mainly DCHL business) is excluded, turnover

represents an increase of 3%.

Although the growth of China’s corporate IT market slowed down in
2001, Legend’s corporate IT business achieved 14% and 45% growth

in turnover and operating profit respectively.

The consumer IT business recorded slight growth of 0.4% in turnover. In
view of the market slowdown, the Group put greater emphasis on stabilising
its gross profit margin which nevertheless dropped from 11.77% to

10.83%, explaining the decline in the consumer IT business contribution.

Sales in the handheld device business surged by 84% to HK$216

million.

The contract manufacturing business recorded a drop in both turnover
and contribution, mainly due to the sale of a 55% equity interest of the

PCB business by the Group to Kingboard in January 2002.

2001

Contribution to

Turnover  operating profit
BEE BFERE
HK$ million HK$ million
(B¥EST) (B¥EST)
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7,368 304

118 (32)

1,715 178

106 (96)

9,040 168
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Interest Income
Interest income decreased from HK$103 million to HK$67 million, due
to the use of some cash on hand for investment, and a substantial drop

in interest rates during the year.

Gain on Disposal
The Group recorded a total disposal gain of HK$164 million in the year.

In January 2002, Legend disposed of 55% of its equity interest in the
PCB business to Kingboard, recording a HK$116 million gain.

The remaining income mainly accrued from the JV with AOL and the

disposal of long-term investment securities.

Operating Expenses

Total operating expenses fell from HK$3,207 million in 2001 to
HK$1,917 million in 2002. As the 2002 results only cover two months
of expenses of DCHL compared to a full year in 2001, it is more
appropriate to compare the proforma operating expenses. Proforma
operating expenses of 2002 and 2001, excluding amortisation and
impairment loss of goodwill, are HK$1,805 million and HK$ 1,857 million
respectively. The Group would continue to keep the cost under stringent

control and improve its operating efficiencies.

Taxation

The Group’s effective tax rate for the year was 2.13% compared to the
2001 figure of 2.11% (excluding prior year adjustments, HK$581 million
amortisation of goodwill and HK$166 million impairment loss of
goodwill, which are tax non-deductible items). The Group will continue

to adopt the most effective tax planning arrangements.
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At year end, fixed assets and construction in progress amounted to

HK$891 million compared to last year's HK$918 million, a decrease of
HK$27 million or 3%. This decrease arose largely because of the effects
of disposing subsidiaries and fixed assets during the year.

During the year, the Group invested HK$456 million (2001: HK$455
million) in fixed assets and construction in progress, mainly for building
construction and acquisition of office and R&D equipment in Beijing’s
Haiden District.

During the year, the Group also invested HK$251 million in
FM365.com Limited, a JV with AOL set up to develop the Internet service
business in China.

For the coming year, the Group budgeted to use approximately HK$1 billion
in capital expenditure. 40% of which is to be used in enhancing the
development of new businesses, including handheld device business,
wireless technologies, server and IT services, etc. 20% of which is to be
used in R&D, 8% to 10% to be used in developing management
information systems for the Group and the remaining to be used in

general aspects.

Cash and bank balance and cash flow B& - TS RESHE

Cash generated from / (used in): WERA (AR -
Operating activities PR
Returns on investment and servicing of finance REEREHEER

Taxation TIa

Investing activities REEE
Financing activities BMEED
Net cash (outflow) / inflow FIRE Rt RA
Effect of foreign exchange rate changes EREE) e
Cash and cash equivalents

at the beginning of the year FYRERERRS
Cash and cash equivalents at the end of the year FRATRERR S
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The Group maintained a very liquid position, with HK$2.4 billion cash
on hand at year end. The Group had a steady inflow of cash from its

operating activities.

The increase in cash outflow from returns on investment and servicing
of finance was due to higher dividends being paid, and less interest

income being earned.

Cash used in investing activities included the capital expenditure made
for fixed assets and investments during the year, and net off the sale
proceeds from the disposal of investments in the year. The sale proceeds
arising from the disposal of the 55% equity interest in PCB business in
January 2002 was HK$229 million.

Cash accumulated from financing activities dropped substantially, as
new bank loans in 2001 were borrowed by DCHL, which was then spun
off in June 2001.

There are no assets held under finance lease as at the year end
(2001 nil).

Although the Group has consistently maintained a very liquid position,
credit facilities have nevertheless been put in place for contingency
purposes. As at 31st March 2002, the Group’s total available credit
facilities amounted to HK$2,485 million (2001: HK$4,070 million), of
which HK$950 million was in trade line, HK$457 million was in short
term and revolving money market facilities, and HK$ 1,078 million was
in foreign exchange contracts. Available borrowing facilities dropped
compared to 2001 because some of these facilities were granted to
DCHL directly upon its spin-off in June 2001. As at 31st March 2002,
the facility drawn down was HK$363 million in trade lines and HK$56

million in foreign exchange contracts used.
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Our top hand-picked R&D talents bring levels of expertise that enable us to continually develop
new and innovative world-class IT products. In addition to computers, we provide a huge variety
of consumer IT products, high-end corporate IT products, IT services and Internet services.
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Contingent Liabilities and Off-Balance Sheet
Financial Instruments

The Group uses forward foreign exchange contracts and currency swaps
to manage its foreign currency exposure, with the objective of minimising
the impact of exchange rate fluctuation on earnings. Foreign currency
exposures are mainly in trade receivables from European business. The
Group’s policy is to hedge normal trade transactions, with speculation
strictly prohibited. As at 31st March 2002, the Group had total
outstanding forward foreign exchange contracts and currency swaps

amounting to HK$56 million.

The Group had no other material contingent liabilities as at 31st
March 2002 (2001: nil).

Employees
The total number of employees dropped from 12,070 at the beginning
of the year to 7,230 at the end of the year mainly due to the spin-off of
DCHL in the first quarter and the disposal of two subsidiaries in the
fourth quarter. As a result, total staff costs fell from HK$836 million to
HK$675 million.

Legend has implemented a remuneration policy, a discretionary bonus
programme and a share option scheme for employees, in which benefits
are determined according to the performance of the Group and individual
employees. The Group also provides benefits such as in-house and
external training courses, insurance and medical benefits. These policies

are reviewed regularly to ensure they remain competitive and appropriate.
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Future Prospects

Although the Group’s management expects the IT market in China to
continue to be pressured by external factors in 2002, it is convinced of
the market'’s future development potential. A number of factors lie behind
this conviction, including China’s computer penetration rate, far lower
than the US and Europe, the country’s annual 7% GDP growth rate,
which is leading to a rapid rise in living standards, the government’s
active promotion of informatisation in institutions and business
enterprises, the needs of local enterprises for computerisation and China’s

successful bid for the 2008 Olympic Games.

Over the next few years, Legend will maintain its focus on the China
market, along with its development strategy of transformation into an
innovative service and technology company. The Group plans to both
enhance its value-added services to drive product sales, and expand its
service business to make it a profit driver. Regarding technological
innovation, it will increase its investment in R&D in order to enhance its
R&D capabilities in product and application development. The major
strategies of the Group’s core businesses to be implemented in the

coming year are discussed below.

China’s commercial computer market is set to develop rapidly in 2002,
with market sales of commercial desktop PCs, notebook computers
and servers expected to show a healthy growth. The Chinese Government
has been actively promoting informatisation, launching its
“e-government”, “School Link”, and “Golden Series” projects, all of
which have encouraged Chinese enterprises to accelerate informatisation
to enhance their competitiveness and prepare for the challenges brought

by China’s accession to WTO.
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The Group has two major strategies for its corporate IT business. The
first is to develop a comprehensive series of high-end corporate IT
products which will provide corporate clients with high value cutting-
edge products. The second involves developing application solutions
and services for specific industries that can provide customers with total
solutions that include products, applications and services. In planning
product development for corporate IT business, Legend will focus on
servers, high-end servers and storage devices. R&D investment will see
the Group emphasising component and system testing technologies,
system management software and storage systems, all of which
provide unified solutions to corporate users. In line with the high value
corporate clients place on solutions provision, Legend will leverage its
“IT 1 for 1" services to formulate application solutions for education,
e-government and SME management, thus expanding the Group’s

already profitable position as a solution provider.

The Group also plans to upgrade its distribution channels to inaugurate
channels that offer both products and value-added services. By providing
local customers with services in logistics, applications consultancy,
systems integration, solutions implementation, and operational
maintenance, the channels will themselves become essential and
integrated features of local IT environment. Other changes to be pursued
by the Group with the aim of providing better services to clients include
developing new service models for large customers, configuration-to-

order production and supply chain management.
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The Group expects China’s home PC market to sustain stable growth in
2002. Big cities are now beginning to see a rise in second-time purchase,
while growth in home PC sales in small and medium cities has become
even more pronounced. The Group believes that application PCs will
continue to provide the core of home PC sales, while the increasing
popularity of digital products is another factor expected to drive demand

for home PCs.
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The Group will be strengthening its R&D capabilities this year with the
aim of developing more home PC product applications, so providing
buyers with added value and breaking the bottleneck of home computer
applications. To satisfy customers’ requirement for special devices, Legend
will begin to provide configuration-to-order services through its “Legend
1+1 Home PC Specialty Shops”. Digital home products will be another
area of its consumer IT business to be actively promoted in 2002. Legend's
digital products presently include digital printers, digital cameras, and
MP3 players. The Group intends to expand and develop further

applications for photography, music, video and computer education.

Since their establishment two years ago, “Legend 1+1 Home PC Specialty
Shops” have become the major sales channels for the Group’s consumer
IT products. This network will be expanded in the future, with the target
of having 1,000 specialty chain stores, selling not only computers but

also a wide variety of IT products and services.

Legend expects to focus on the needs of enterprises and specific
industries when it comes to developing its IT service business. Placing
weight on areas such as IT consultancy, the development and
implementation of applications, systems integration and outsourcing,

the Group expects to see a stable development in its range of IT services.
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Actively seeking growth drivers — Through cooperation with local and internationally-renowned
IT enterprises and combining the strengths of partners, we aim to develop new IT-related
businesses with tremendous growth potential.
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To speed up expansion of its IT services, the Group expects to cooperate
widely with both local and international companies, and set up alliances
with systems integrators, software developers, Internet Service Providers
and consulting firms. Legend also plans to leverage its powerful brand
name, strong customer relationship and abundant capital to strengthen
its position in the IT service business market. The Group will also
emphasise on enhancing its managerial capabilities to develop service
business. Besides, to ensure a high quality managerial environment which
can attract new talents, the Group will devote efforts to improving its

internal management systems.

Handheld Device Business

Sales of handheld devices in China are estimated to grow at a 25%
compound annual growth rate between 2001 and 2006. The market
focus will be on customised PDAs, with different niche markets of pocket

PCs expected to develop according to the needs of different industries.

The Group will continue to consolidate its core technologies for handheld
devices, with expected heavy investment in wireless products that will
create a comprehensive wireless product line with associated
applications. For the pocket PC market, we will target at the development
of application solutions for enterprises, including tobacco retailing, the
police and insurance industry. Legend will also launch PDA products
tailored for consumers, enterprises, professionals and students, and set

up distribution channels for these market segments.

China’s mobile handset market is estimated to grow by 29% in 2002,
with sales of 70 million units. With the opening of the value chain of
the mobile handset industry, Legend will focus on the technology
development, branding and marketing as well as the distribution

segments of the value chain.
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By applying the extensive and successful management experience of its
computer operations to the newly acquired mobile handset business,
Legend expects to see rapid and dynamic growth. The first crucial step
will be to establish Legend’s brand image in the mobile handset market,
a move ready for implementation in the second half of 2002 with the
rolling out of several new mobile handsets combining top quality with
high-tech features and trend-setting designs. These phones will be
marketed through extensive advertising campaigns and made available
through a wide range of sales channels. Further research resources will be
dedicated to the Group’s mobile handset business, to ensure even more

attractive products and consequent enhancement in competitiveness.

In conclusion, Legend’s management views the challenges that will invariably
arise in the coming year as vital stepping stones leading to substantial long-
term achievements. With full confidence in Legend’s business abilities and
the future growth potential of China’s IT market, we believe the Group will

continue to bring good returns to its shareholders and investors.
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Investor Relations - R&EEZ

The slowdown of the IT market and the unsatisfactory performance of
a number of international IT enterprises over the past year combined to
weaken investors’ confidence in the IT market and increase their caution
when it came to investing in IT enterprises. In the light of this, Legend
committed itself to strengthening communication with its investors by

providing regular updates on the Group’s latest business development.

With the financial year 2001/02 came a number of major changes
within Legend. After spinning off DCHL, the Group proceeded to
announce its new customer-oriented strategy, promoting the concept
of service and technology innovation. At the same time, the Group
became involved in a series of new business development, expanding
into adjacent fields including interactive consumer services, mobile
handsets, and IT consultancy. The Group has placed great emphasis
on explaining these new moves and strategies to investors over the
last year, providing them with relevant information on the market
situation and potential, and promptly updating the progress. Additional
information provided to investors has included information on the
Group's strategic investments, on the launch of new products, services

and application solutions, and on the latest R&D results.

Legend continued to maintain close relationship with investors in
Hong Kong and around the world. During the year, the Group
participated in 12 investor conferences organised by well-known
securities houses, 3 Hong Kong and 3 international roadshows, 23
telephone conferences, 335 investor company interviews and 69 plant
visits. Noting the increasing interest amongst investors in observing
Legend’s Beijing facilities at first hand, the Group opened its PC
manufacturing facilities, automated warehouse, call centre and
“Legend 1+1 Home PC Specialty Shops” for visits. Amongst the
plant visits organised during the year, 49 tours were arranged to our
Beijing facilities. Besides, the Group provided investors with
information on the latest news and development through both its
English website (http://www.legendgrp.com) and the well-known

Hong Kong financial website Quamnet (http:.//www.quamnet.com).
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The Enron incident in the US gave rise to a general concern amongst investors
over standards of corporate governance. The Group has in the past made
great efforts to strengthen its corporate governance, and enhance its
standards of management generally. Continuing along these lines, in the
coming year the Group will employ a consultancy firm to evaluate its
governance system and pinpoint possible areas for improvement, to further

enhance the Group’s corporate governance.

The Group received a number of accolades across the year regarding
both its standards of corporate governance and the quality of its investor
relations. In a survey conducted by Asiamoney in 2001, Legend occupied
second place amongst PRC companies in the”Overall Best Managed
Company” and "Best Corporate Governance” categories. It also ranked
first in the areas of overall investor relations, access to senior management,
investor relations, financial management, treatment of minority
shareholders, annual report, and company website. In 2002, financeAsia
magazine ranked Legend first amongst PRC companies in the categories
"Best Managed Company”, "Company Most Committed to Corporate
Governance”, "Best Investor Relations”and “Strongest Commitment to
Enhancing Shareholder Value”, and second in the "Best Financial
Management” category.

Through a consultancy firm, a survey was conducted in March to
sample investors’ opinions regarding the Group’s new strategies and
its general investor relations, with the results showing general levels
of approval amongst investors. The Group would like to thank investors
for their valuable input into the running of Legend, and will be looking
to further enhance investor relations and transparency in the light of
them. Should investors have any further comments or advice to offer,
they are cordially invited to contact Legend’s corporate
communications department anytime.
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The directors submit their report together with the audited
accounts of the Company for the year ended 31st March 2002.

Change of English company name

The Company has changed its English name to Legend Group
Limited (formerly, Legend Holdings Limited) pursuant to a special
resolution of Extraordinary General Meeting held on 25th March
2002, with effect from 28th March 2002. The Chinese name of
the Company remains unchanged.

Principal business and geographical analysis of
operations

The Company is an investment holding company. The Group is
principally engaged in the sale and manufacturing of Legend
brand personal computers and handheld device, the provision
of IT services and Internet services, and contract manufacturing
business.

An analysis of the Group’s turnover, revenue and segment
information for the year by principal business and geographical
location is set out in Note 3 to the accounts.

Results and appropriations
The results for the year are set out in the consolidated profit and
loss account on page 64.

The state of affairs of the Group and the Company as at 31st
March 2002 are set out in the balance sheets on pages 65 and
66.

The consolidated cash flows of the Group for the year are set
out in the statement on pages 67 and 68.
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Results and appropriations continued
The directors have declared and recommended the following
dividends in respect of the year ended 31st March 2002:

HEERDIK =
EFERERERERATBE ST _F=A="1—
HIFFEZRE

2002 2001
HK$'000

HK$’000

Interim paid of 1.5 HK cents

ST B 58

BETT BT T

(2001: 1.1 HK cents) per share (ZZFZ—F 11581 112,846 82,942
Special interim dividend R HARE B - 808,538
Proposed final of 3.6 HK cents EERH - AR3.6510

(2001: 2.4 HK cents) per share (ZZZ—F : 2.48) 271,051 181,732

383,897 1,073,212
Reserves e

Movements in the reserves of the Group and the Company during
the year are set out in Note 27 to the accounts.

Donations
Charitable and other donations made by the Group during the
year amounted to HK$298,019 (2001: HK$1,392,000).

Tangible fixed assets

Details of the movements in tangible fixed assets of the Group
and the Company during the year are set out in Note 13 to the
accounts.

Share capital
Details of the movements in share capital of the Company during
the year are set out in Note 26 to the accounts.

Distributable reserves

At 31st March 2002, the distributable reserve of the Company
available for distribution of proposed final dividend amounted
to HK$863,305,000 (2001: HK$1,368,118,000, as restated).
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Five-year financial summary
A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 128.

Purchase, sale or redemption of the Company’s listed
securities

During the year, the Company purchased 72,226,000 shares of
HK$0.025 each in the capital of the Company at prices ranging
from HK$2.575 to HK$4.225 per share on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange of Hong Kong”).
Such purchases involved a total cash outlay of approximately
HK$263,761,000 and were for the purpose of enhancing the
Company’s return on equity.

Number of
shares
repurchased

Month/Year A e

%/ A4

August 2001 —EE—FN\A 30,882,000
September 2001 —ZEZT—FNA 19,422,000
December 2001 —ZETE—F+—-H 20,220,000
January 2002 T -F—A 1,702,000

72,226,000

Highest price

EFHBEHE
BEREVRFEAEEZZENEEAEZHEH
NE128E -

BE - HERBEEXARZ EWES

FR - ARRERBHERINBRAR ([BEHAE
R SA1)) BEE72,226,0000% FAXFEE0.0257T2
RRFNRG - BRAENFAB2.57570584.2257T
AR & RS 475 15263,761,0007T © BEEIALD S
FEiREARAR ZBARBR

Aggregate
consideration
Lowest price paid (including

per share per share expenses)
Xtz Xtz AR EEEE
BRESE BREEE (BIEER)
HK$'000

BT T

4.225 3.400 122,686
3.375 2.575 57,123
3.975 3.525 77,083
4.050 3.975 6,869
263,761

The repurchased shares were subsequently cancelled and
accordingly, the issued share capital of the Company was reduced
by the nominal value thereof. The premium payable on repurchase
was charged against the retained earnings of the Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the year.
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Share options

The existing share options were granted to employees, including
directors, of the Group under the Employee Share Option Scheme
adopted and approved by shareholders on 18th January 1994.
This scheme has been terminated on 26th April 2002. Despite
the fact that no further options may be granted thereunder, all
other provisions of this scheme will remain in force to govern
the exercise of all the options previously granted.

On 25th March 2002, an ordinary resolution approving the
adoption of new Share Option Scheme (“2002 Scheme”) was
passed by shareholders at an extraordinary general meeting.
Details of 2002 Scheme are as follows:

(1) Purpose
The 2002 Scheme serves as a way of providing incentives to
and attracting qualified participants for better performance
of the Group by allowing them to share increases in the
value of the Company.

(2) Qualified participants
(i) (a) anyemployee or officer, executive or non-executive
director (or persons proposed to be appointed as
such) of the Group;

(b) any consultant, professional or other adviser to the
Group;

(c) any director, executive and senior officer of any
associated company of the Company; and

(d) the trustee of any trust pre-approved by the
directors the beneficiary (or in case of discretionary
trust, the discretionary objects) of which include
any of the above-mentioned persons; and

(i) (a) any customer, supplier, agent, partner, distributor,
professional or other advisers of, or consultants or
contractors to, the Group; and

(b) the trustee of any trust pre-approved by the
directors the beneficiary (or in case of discretionary
trust, the discretionary objects) of which include
any of the above-mentioned persons.
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Share options continued

(3

(4)

(5

(6)

7)

(8

Maximum number of shares

The maximum number of shares available for issue under
options which may be granted thereunder is 750,803,810,
representing 10% of the issued share capital of the Company
as at the date of adoption of the 2002 Scheme.

Maximum entitlement of each qualified participant
The maximum number of shares issued and to be issued
upon exercise of options granted to each qualified participant
(including both exercised and outstanding options) in any
12-month period up to the date of grant shall not exceed
1% of the shares then in issue.

Timing for exercise of options

In respect of any particular option, the board of directors
may in its absolute discretion determine the period within
which an option may be exercised provided that such period
must expire no later than 10 years from the date upon which
the option is deemed to be accepted by the grantee. Option
will then lapse to the extent not exercised during the option
period.

Acceptance of offers

An option shall be deemed to have been granted and
accepted when the duplicate offer letter comprising
acceptance of the option duly signed by the grantee shall
have been received by the Company on or before the last
day for acceptance as set out in the offer letter.

Basis for determination of exercise price

The exercise price must be no less than the highest of: (i)
the closing price of the shares on the date of grant; (ii) the
average of the closing prices of the shares for the 5 trading
days immediately preceding the date of grant; or (iii) the
nominal value of the shares.

Life of the scheme

The scheme shall be valid and effective for a period of 10
years from 26th April 2002, the date on which it is deemed
to take effect in accordance with its terms.

BRRE 2

(3

(4)

(5

(6)

(7)

(8)
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Share options continued BRE =

(9) Outstanding options (9) KRITEBBIE
Details of outstanding options over new shares of the RIRE B BT ST - BRERERB R
Company at the beginning and at the end of the year which REF R ER AR R 2 BIREFE D
have been granted under the Employee Share Option T~

Scheme are as follows:

Options Options Options

granted exercised lapsed Optons  Exercise
Options held during during during held at price Date of Exercise
at 1.4.2001 the year the year the year 31.3.2002 HKS grant period
R-22-F R-2E2F
BA-B  REARY  RERTE  RERER ZA=t-H 18

Grantee ARA KENRRE ERE IERE ZERE  KENBRE it RHAA iR
Directors g2

Mr Liu Chuanzhi Mekrs - 3,000,000 750,000 - 2,250,000 2876 3182001 31.8.2001-

3082011

MrYang Yuanging  #TEXE - 6,000,000 - - 6,000,000 4012 1642001 16.4.2001-

1542011

- 3,000,000 750,000 - 2,250,000 2876 3182001 31.8.2001-

30.8.2011

MsMaXuezheng — HEExL - 2,920,000 - - 2,920,000 4012 1642001 16.4.2001-

15.4.2011

- 1,600,000 - - 1,600,000 2876 31.8.2001 31.8.2001-

30.8.2011

Continuous BERHES 32,000,000 - 32,000,000 - - 0459 30101997 30.10.1997-

contract 29.10.2007

employees 34,352,000 - 25,712,000 928,000 7,712,000 4038 2812000 28.1.2000-

21.1.2010

130,084,000 - 506,000 2,416,000 127,162,000 4312 15.12001  15.1.2001-

14.1.201

- 26,630,000 - - 26,630,000 4072 16.4.2001 164.2001-

1542011

- 1,006,000 174,000 - 832,000 2.904 2982001 29.8.2001-

2882011

- 123,644,000 6,410,000 1,598,000 115,636,000 2876 3182001 31.8.2001-

30.8.2011
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Share options continued
(9) Outstanding options continued
No share options have been granted under the 2002 Scheme
since its adoption.
Notes:
1. In respect of share options granted during the year, the closing prices of the

shares immediately before the dates on which the options were granted are
as follows:

Date of grant R A

BRRE 2

(9) RITEBBIRE =
BT - FRrEIERNE - BERLR T
&t
Fifst -

1. BERFRREZERE  ROEEERRS A2 FIA
TELAT -

Closing price of share immediately
before the date of grant
SRR AT ZROWTE

16.4.2001 —TZE—FMA+RAH
29.8.2001 —ZTZ—FN\A=Z+A1B
31.8.2001 —ET-FNA=+—H

5.45
3.60
3.70

2. Weighted average closing price of shares immediately before the date on
which the options were exercised by Mr Liu Chuanzhi is HK$3.22.

3. Weighted average closing price of shares immediately before the date on
which the options were exercised by Mr Yang Yuanqing is HK$3.75.

4. Weighted average closing price of shares immediately before the dates on
which the options were exercised by continuous contract employees is
HK$5.14.

5. No share options were cancelled during the year.

(10) Valuation of share options

The options granted are not recognised in the accounts until
they are exercised. The directors consider that it is not
appropriate to value the share options on the ground that
certain crucial factors for such valuation are variables which
cannot be reasonably determined at this stage. Any valuation
of the share options based on speculative assumptions in
respect of such variables would not be meaningful and the
results thereof may be misleading to the shareholders. Thus,
it is more appropriate to disclose only the market price and
exercise price.

Subsidiaries, jointly controlled entities and associated
companies

Particulars of the Company’s principal subsidiaries, jointly
controlled entities and associated companies as at 31st March
2002 are set out in Notes 15, 16 and 17 to the accounts
respectively.

Bank loans
Particulars of bank loans of the Group as at 31st March 2002
are set out in Note 24 to the accounts.
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Directors
The existing directors of the Company are:

Executive directors
Mr Liu Chuanzhi

Mr Yang Yuanging
Ms Ma Xuezheng

Non-executive director
Mr Zeng Maochao

Independent non-executive directors
Mr Wong Wai Ming
Prof Woo Chia-Wei

Mr Li Qin and Mr Guo Wei resigned from office of executive
directors of the Company on 30th May 2001.

Mr Zeng Maochao was redesignated as a non-executive director
on 30th May 2001.

In accordance with Articles 92 and 101 of the Company’s Articles
of Association, Mr Liu Chuanzhi and Ms Ma Xuezheng retire
and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

Biographical details of directors and senior management
Executive directors

Mr Liu Chuanzhi, aged 58, is the Chairman of the Group. He
has been responsible for the strategic planning and management
of the Group since its establishment and has over 32 years of
experience in the computer field. He graduated in 1966 from
the Department of Radar Communications, Xian Military
Communications Engineering College of China. He received the
first prize of the Second National Technology Entrepreneurs Gold
Award in 1990. He was awarded Model of National Work Force
and Man of Reform in China, both in 1995, and Ten Most
Influential Men of the Commercial Sector in China in 1996. He
has been Vice Chairman of All-China Federation of Industry &
Commerce and a Representative of the Ninth National People’s
Congress of the PRC since 1997 and 1998 respectively. Mr Liu
was selected by Fortune magazine as one of the runners-up of
Asia‘s Businessman of the year in 1999. He was also selected by
BusinessWeek magazine as one of the Stars of Asia for 2000. In
2001, he was selected by Time magazine as one of the Twenty-
five Most Influential Global Executives.
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Biographical details of directors and senior management
continued

Executive directors continued

Mr Yang Yuanqing, aged 37, is the Vice Chairman, President
and Chief Executive Officer of the Group with responsibility for
the overall business and operation of the Group. He graduated
from the Department of Computer Science, University of Science
and Technology of China (“USTC") in 1989 with a Master degree.
He is also a member of National Youth Committees, a director
of China’s Entrepreneur Association, and a Professor of USTC.
He was awarded Ten Most Outstanding Youth of Beijing in 1998
and won the Medal of 5.4 Youth in China in 1999, which is the
highest honour given to youth by the Chinese government. He
was selected by BusinessWeek magazine as one of the Stars of
Asia in the years of 1999 and 2001. Mr Yang is a non-executive
director of Beijing Ufsoft Co., Ltd, which is engaged in software
development and manufacturing.

Ms Ma Xuezheng, aged 49, is the Senior Vice President and
Chief Financial Officer of the Group. She is responsible for
strategic investment, finance and overseas business of the Group,
and overall direction of the regional headquarters in Hong Kong.
She graduated from Capital Normal University in 1976 with a
Bachelor of Arts degree. She has over 25 years of experience in
financial and executive management.

Non-executive director

Mr Zeng Maochao, aged 69, is a non-executive director of the
Group. He graduated from the Department of Electrical
Engineering, Shanghai Jiao Tong University in 1957. He was the
Director and Professor of the Institute of Computing Technology
of the Chinese Academy of Sciences. He has over 45 years of
experience in the computer field. Mr Zeng is an executive director
of Digital China Holdings Limited, a former wholly-owned
subsidiary of the Company spun-off from the Group for separate
listing on 1st June 2001.

Independent non-executive directors

Mr Wong Wai Ming, aged 44, is the Chief Executive Officer of
Global China Technology Group Limited and also the Deputy
Chairman of Sing Tao Holdings Limited. He is a chartered
accountant and has extensive knowledge and experience in
investment banking.
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Biographical details of directors and senior management
continued

Independent non-executive directors continued

Prof Woo Chia-Wei, aged 64, is the Senior Advisor to The Shui
On Group. He is President Emeritus and University Professor
Emeritus of the Hong Kong University of Science and Technology.
He serves on the HKSAR’s Commission on Strategic Development,
Council of Advisors on Innovation and Technology and
Committee on Hong Kong-Mainland Technological Collaboration
(which he chairs), and the Chinese People’s Political Consultative
Conferences.

Senior management

Mr Liu Jun, aged 33, is the Senior Vice President of the Group.
He is responsible for the consumer IT business and computer
sales. Mr Liu graduated in 1993 from the Department of
Automation, Tsinghua University with a Bachelor of Engineering
degree, and thereafter joined the Group. Mr Liu has attained
outstanding achievement in computer sales and has extensive
experience in computer business.

Mr Yu Bing, aged 36, is the Senior Vice President of the Group.
He is responsible for the IT service business. Mr Yu graduated in
1988 with a Bachelor of Science degree from the Department of
Automation, University of Science and Technology of Beijing.
He joined the Group in 1990 and has engaged in marketing and
sales for 5 years from 1996. He has extensive experience in sales
and marketing.

Mr Qiao Song, aged 34, is the Senior Vice President of the
Group. He is responsible for the corporate IT business as well as
major account and strategic alliance. Mr Qiao graduated in 1991
with a Bachelor of Engineering degree from the Department of
Computer Science and Technology, Tsinghua University. He joined
the Group in 1991 and has extensive experience in sales and
marketing, supply chain and procurement logistic management.

Ms Wang Xiaoyan, aged 40, is the Senior Vice President of the
Group. She is responsible for information technology
development as well as finance, commerce, administration and
logistics functions. Ms Wang graduated in 1988 with a Master
degree in Engineering from Beijing Institute of Technology. She
joined the Group in 1994 and has extensive experience in finance
and administration.
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Biographical details of directors and senior management
continued

Senior management continued

Mr He Zhiqgiang, aged 39, researcher, is the Senior Vice President
of the Group and the Managing Director of Legend Corporate
Research and Development. He is responsible for corporate
research and development, software design centre, industrial
design centre, PCBA design centre and product-chain
management. He graduated with a Master degree in Computer
Science from the Institute of Computing Technology of the
Chinese Academy of Sciences and has 16 years of experience in
the research and development of computer products. He joined
the Group in 1986.

Mr Liu Xiaolin, aged 39, is the Vice President of the Group. He
is responsible for the Internet service business. Mr Liu obtained
a Master degree from the Department of Computer Science and
Technology, Tsinghua University in 1992. He joined the Group in
1992 and has extensive experience in business development and
management.

Mr Liu Zhijun, aged 37, is the Vice President of the Group. He
is responsible for the handheld device and mobile handset
businesses. He graduated in 1989 with a Master degree in
Engineering Mechanics from Dalian University of Technology. He
engaged in computer marketing when joined the Group in 1989.
Since Mr Liu took charge of handheld device business in 2000,
he obtained extensive experience in researching, producing and
marketing concerned this field.

Mr Du Jianhua, aged 38, is the Vice President of the Group. He
is responsible for the overall management of China regional
headquarters and overseas branches. Mr Du obtained a Master
degree from Beijing Institute of Technology in 1988. He joined
the Group in 1989 and has extensive experience in regional
planning and management.

Ms Wang Xiaochun, aged 49, is the Vice President of the Group.
She is responsible for customer service and information. She
obtained her Master degree in Science at the Graduate School
of Chinese Academy of Sciences in 1981. She has over 16 years
of experience in management and administration. She joined
the Group in 1990.
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Biographical details of directors and senior management
continued

Senior management continued

Mr Lu Yan, aged 37, is the Vice President of the Group and is
responsible for handheld device business. Mr Lu graduated in
1989 with a Master degree in Engineering from Beijing Institute
of Technology and has ten years of experience in project R&D
and management. He joined the Group in 1992.

Mr Chen Shaopeng, aged 33, is the Vice President of the Group
and is responsible for the commercial desktop PC business. He
graduated from Beijing Institute of Light Industry with a Bachelor
degree in Computer Science and has ten years of experience in
PC business and management. He joined the Group in 1993.

Mr Cheung Wing Chung, Anders, aged 38, is the Vice
President of the Group and is responsible for strategic investment
projects management. He joined the Group in 1988 and holds a
MBA degree from Kellogg (Northwestern University) — Hong Kong
University of Science and Technology. He has over 13 years of
experience in computer marketing.

Directors’ service contracts

None of the directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company which is not determinable within one year without
payment of compensation, other than statutory compensation.

Directors’ interests in contracts

No contracts of significance in relation to the Group’s business
to which the Company, its subsidiaries, its fellow subsidiaries or
its holding company was a party and in which a director of the
Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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Directors’ interests in securities EECESER

As at 31st March 2002, according to the register maintained REZZZZF=A=1+—8 ' REEHFEERD) K
under section 29 of the Securities (Disclosure of Interests) Bl (BTSRRI B2 RFE 2 BifMcss &
Ordinance (the “SDI Ordinance”), the interests of each director ERARRNE RERBEE 2 RS

in shares of the Company or any associated corporations were

as follows:

Number of shares in the Company

RAEATRZRHBEAE

Personal Family Total

interest interest interest

Name of director B A Rk BkEs
Mr Liu Chuanzhi WEERLE 10,010,000 256,000 10,266,000
Mr Zeng Maochao WAL 4,080,000 - 4,080,000
Mr Yang Yuanging BITERE 6,200,000 - 6,200,000
Ms Ma Xuezheng B[EEZ LT 16,714,000 2,360,000 19,074,000

Number of shares in Digital China Holdings Limited
(an associated corporation of the Company)

REMNBRZRERA T ZRHEE

(€: NN o 257N 1))

Personal Family Total

interest interest interest

Name of director BARER Rk R
Mr Liu Chuanzhi WERLEE 896,000 25,600 921,600
Mr Zeng Maochao DI 408,000 - 408,000
Mr Yang Yuanging BB A 520,000 - 520,000
Ms Ma Xuezheng BEELTt 1,646,400 - 1,646,400

Directors’ rights to acquire shares EEBERG ZEF

Certain directors have been granted options to subscribe for RIBERNRRIZ EEBEREAD - ETESFOEETE
shares in the Company pursuant to the Company's Employee [RFELARIE AR A R Z iR (D GHERIIR A REE 28l
Share Option Scheme, details of which are set out in the previous EB15) °

part of this report.
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Directors’ rights to acquire shares continved

Apart from the share options as referred to above, call options
have been granted on 5th June 2000 by B 81 AR A A
("LHL™), the controlling shareholder of the Company, to certain
persons including the following directors pursuant to which they
are respectively entitled (subject to certain conditions) to acquire,
and to require LHL to sell, shares of the Company, at a price of
HK$0.5325 per share during a period ending 1st August 2007.

Name of director

Mr Liu Chuanzhi MERLE
Mr Zeng Maochao "KL
Mr Yang Yuanging BB E
Ms Ma Xuezheng BEEZ+

EEREROERN &

b bl 2 EEEREN R_ZTTF AR
B AARZ R EIER AR AR AET AL
(BETIES KEREDE  BERESa6#E
(R FETIERME) B & E KRR AR A RN
HE T4 N\ A —H I BRIEERE0.5325
T2 BEEERQRIRNG -

Number of shares in the Company

AARZBRGHE

Personal Family Total
interest interest interest
B A RikfEs mEER
6,000,000 720,000 6,720,000
4,000,000 600,000 4,600,000
4,000,000 - 4,000,000
4,000,000 - 4,000,000

Save as disclosed above and other than certain nominee shares
in the subsidiaries held in trust for the Group by certain directors,
as at 31st March 2002, none of the directors or their associates
had any interests in any shares of the Company or any of its
associated corporations as recorded by the register of the
Company pursuant to the SDI Ordinance.

Substantial interests in the share capital of the Company
According to the register maintained by the Company pursuant
to section 16(1) of the SDI Ordinance as at 31st March 2002,
the following corporations had an interest of 10% or more of
the issued share capital of the Company:

B EX PR E ME T ER AT ARKRAEE R
BETHBARZRIEARMSIN - BEERIEE 2B
BATRZTT_F=A=1+—BHEREARFH
HAEAIREE B (FCEM AR BIRIB R R & 5D R
5z &) Z E R -

RAERTRAE 2 E AR
RIEARFRR - ET —F= A=+ AREEERGE
PIFE16(MMIERTF 2 BREMLE - TIEEREARR
AR BITIRAF10% 3 A F o s

Percentage of
issued share capital

Number of shares HEBTRA
g 4= BREEBGL
LHL AR B R A A 4,293,475,144 57% 1
Employees’ Shareholding SRR B R A A
Society of LHL BIFRE 4,293,475,144 57%
Right Lane Limited FMRER AR 1,419,518,420 19%
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Substantial interests in the share capital of

the Company continued
Notes:

1. Direct transliteration of its Chinese company name in English is Legend Holdings
Limited.

2. Employees’ Shareholding Society of LHL is an equity holder of LHL which in turn
wholly owns Right Lane Limited and is therefore taken to be interested in the
shares held by those two companies respectively.

3. Right Lane Limited is a wholly owned subsidiary of LHL. Therefore, number of
shares in which Right Lane Limited is shown as being interested is part of the
shares in which LHL is shown to be interested.

Management contracts

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the year.

Retirement scheme arrangements

For the period from 1st April 1998 to 30th November 2000, the
Group provided all qualified Hong Kong employees with a defined
contribution scheme, which was established under the
Occupational Retirement Schemes Ordinance. Under the rules
of the scheme, all participating employees were required to
contribute 5% of their basic monthly salary plus cashable
commission, whereas the employer’s contribution is at 5%, 7.5%
and 10% in pursuance of each participating employee’s
continuous years of service and as specified in accordance with
the rules of the scheme. The assets of the scheme are
continuously held under a provident fund managed by an
independent trustee. Also, with the implementation of the
Mandatory Provident Fund (the “MPF") by the Government of
the Hong Kong Special Administrative Region effective on 1st
December 2000, the Group and employees discontinued
contributions to the scheme. Although the scheme was frozen,
the employees are entitled to 100% of the employer’s
contribution with investment return after ten complete years of
service, or at an increasing scale of between 30% to 90% after
completion of three to nine years’ service. Where there are
employees who leave the Group prior to vesting fully in such
contributions, the forfeited contributions will be refunded to the
Group.

RAERBRAZEKER &

ikt -

1. DA XS B R X B #2Legend Holdings Limited ©
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3. BHBERARRBEERERAAZEHEZWEAE] - Fit -
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Retirement scheme arrangements continved

Under the MPF scheme established by the Group, all qualified
employees are required to contribute 5% of their basic salary
plus cashable allowances (subject to the ceiling under the
requirements set-out in the MPF legislation) whereas the
employer’s contribution is at 7.5% and 10% respectively after
completion of five and ten years of service.

The Group also participates in a local municipal government
retirement scheme in the PRC whereby it is required to make an
annual contribution of no more than 19% of three times the
monthly average salaries as set out by the local municipal
government each year. The local municipal government
undertakes to assume the retirement benefit obligations of all
existing and future retirees of the qualified staff in the PRC.

Connected transactions

The following transactions constitute connected transactions of
the Company and require disclosure in the annual report pursuant
to Chapter 14 of the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong (the “Listing Rules”).

1. Pursuant to a tenancy agreement dated 12th May 1999, a
subsidiary of the Company leased from Right Lane Limited,
a substantial shareholder of the Company, five premises at
Taikoo Shing, Hong Kong as staff quarters for a term of 2
years commencing from 1st June 1999 at a monthly rental
of HK$110,000.

2. Pursuant to a tenancy agreement dated 31st May 2001,
the Company has leased from Right Lane Limited, a
substantial shareholder of the Company, three premises at
Taikoo Shing, Hong Kong as staff quarters for a term of 2
years from 1st June 2001 at a monthly rental of HK$80,000.
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Connected transactions continued

3.

Pursuant to a tenancy agreement dated 16th January 2002,
a subsidiary of the Company has leased from Shenzhen
Legend Science Park Company Limited, a subsidiary of the
controlling shareholder, certain office premises and car
parking spaces situated at Legend Research and
Development Building, Hi-Tech Industrial Park, Shennan
District, Shenzhen, China. The tenancy is for a term of 46
months expiring on 15th November 2005 at a monthly rental
of RMB1,309,300, exclusive of management fees and other
outgoings.

Upon the setting up of a joint venture FM365.com Limited
with AOL China Holdings LLC, Beijing Legend FM Science
and Technology Company Limited (“Legend FM"), a
subsidiary of the Company’s controlling shareholder (578
AR B BR A F]), has agreed to provide certain interactive
services to the Group:

a) Pursuant to a marketing agreement dated 20th
November 2001, Legend FM has agreed to provide
certain users of Legend PCs with access to its online
account for distribution of interactive services provided
by Legend FM in return of account access fees
determined under the account access contract (see
below). It is expected that this agreement will continue
for a period of five years commencing from 20th
November 2001.

b) Pursuant to an account access contract dated 20th
November 2001, Legend FM has agreed to provide
account access to users of Legend PCs which have been
bundled with software licensed for use of the interactive
services provided by Legend FM. The account access
fee paid by Legend (Beijing) Limited to Legend FM for
the year ended 31st March 2002 was HK$50,330,000.

Besides, FM365.com Limited's subsidiary sold to Legend FM
certain assets such as servers, computer equipment and
software (which was acquired from the Group) at a transfer
price of RMB7.4 million pursuant to a transfer of business
contract dated 20th November 2001.

3.
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Connected transactions continued

The Company had been granted a waiver by the Stock
Exchange of Hong Kong from the strict compliance of the
requirements of Chapter 14 of the Listing Rules in respect
of the transactions 4a and 4b above. These transactions
have been reviewed by independent non-executive directors
of the Company who have confirmed that these transactions
were:

i) conducted in the ordinary and usual course of the
Group's business;

ii) on normal commercial terms and on terms that are fair
and reasonable so far as the shareholders of the
Company are concerned;

iii) entered into in accordance with the terms of the
agreement governing these transactions; and

iv) not exceed 3% of the audited consolidated net tangible
assets of the Group in the financial year.

Subsequent to the spin off of Digital China Holdings Limited
and its subsidiaries (“DCHL Group”) from the Group for
separate listing in June 2001, DCHL became an associate
(as defined in the Listing Rules) of the Company’s controlling
shareholder. DCHL is deemed as a connected person in
relation to the Company for the purpose of the Listing Rules.

a) Pursuant to a management agreement dated 8th May
2001 between the Company’s subsidiary and DCHL,
the Group has agreed to share with DCHL Group certain
office space situated at 20/F., Devon House, Taikoo Place,
979 King’s Road, Quarry Bay, Hong Kong for the period
from 16th May 2001 to 30th November 2002 in return
of a monthly management fee of HK$186,270 exclusive
of rates, management fees and other related expenses.
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Connected transactions continued

b)

Pursuant to a tenancy agreement dated 27th March
2000 between a subsidiary of the Company and a
subsidiary of DCHL, the Group has sub-leased to DCHL
Group certain office space situated at Lian Xiang
Building, Southeastern Corner of 1 Tai Yi Road, Belin
District, Xian, China at a monthly rental of RMB72,400.
The tenancy is for a term of 5 years commencing from
1st October 1999.

The Group purchased information technology products
from DCHL Group. For the year ended 31st March 2002,
such purchases amounted to HK$13,519,000.

The Company had been granted a waiver by the Stock
Exchange of Hong Kong from the strict compliance of the
requirements of Chapter 14 of the Listing Rules in respect
of the transaction 5c above. These transactions have been
reviewed by independent non-executive directors of the
Company who have confirmed that these transactions were:

i)

iii)

conducted in the ordinary and usual course of the
Group's business;

on normal commercial terms or on terms that are fair
and reasonable so far as the shareholders of the
Company are concerned;

entered into in accordance with the terms of the
agreements governing such transactions, or (where
there are no such agreements) on terms no less
favourable than those available to or from independent
third parties; and

not exceed the higher of: (1) 1% of the audited
consolidated turnover of the Group; and (2) HK$46.3
million, in the financial year.

6. Prior to the spin-off of DCHL Group, purchases from D-Link
Corporation and its subsidiaries (“D-Link Group”) were
deemed as connected transactions for the purpose of the
Listing Rules. The Group purchased computer networking
products amounted to HK$61,859,000 from D-Link Group
for the year ended 31st March 2002.

b) IRIEARA R 2B R E N B 2 KB

REIRZEETF=A=+tHFIuzH

e AEBEREMNEIBEE S MM

RAERT KB ISR REARERNE S

FEFEEHE - §AHEESAAREKT2,400

T BB AANFETA-BRHE - A
HRF o

o AFEERMMNBEEEREEEMAMRE

o EBEEE_F=-A=+—HItF
T ZERE 2 HEEABE13,519,0000T °

B L2 E5T8R 5 - ARFRDEEBKS

RGARTHEEBET ETRAUETOEZ
BE » AR jZ?’%L;F%ﬂﬁ%%Eﬁﬁaﬁti”
SATERUER S

) RAREZ KA EEGTET

i B AREBIETER AR R Z R T
SEBATARE

i) ERZER S Z R GTETT - UEE
ﬁ‘m% DIRTER G TRREBILE=F

iv) TNEARMERFEAATREZRSE :
(WAREEZ EEZIRRERFEL1%  &Q)
7 #46,300,0007T °

RAY MBS EEAT > st ERRAME » %
ERAABMBBRNBRARREMBAR (K
AEEDELZBERBABERS - A%EE
REBE-_TZT_F-A=t—RLFERKH
SEBAERBEER  REAHBE
61,859,0007T °

LEGEND ANNUAL REPORT 2001 =02 B8535k



Report of the Directors = EEgH{REE

Connected transactions continued
The Company had been granted a waiver by the Stock
Exchange of Hong Kong from the strict compliance of the
requirements of Chapter 14 of the Listing Rules in respect
of the aforesaid transactions. These transactions have been
reviewed by independent non-executive directors of the
Company who have confirmed that these transactions were:

i) conducted in the ordinary and usual course of the
Group's business;

ii) on normal commercial terms and on terms that are fair
and reasonable so far as the shareholders of the
Company are concerned;

iii) entered into in accordance with the terms of the
agreement governing such transactions, or (where there
are no such agreements) on terms no less favourable
than those available to or from independent third
parties; and

iv) not exceed 2% of the audited consolidated turnover
of the Group in the financial year.

Major customers and suppliers

The five largest customers and the five largest suppliers of the
Group accounted for less than 30 per cent of the Group’s turnover
and purchases respectively in the year.

Code of best practice

The Company has established an audit committee comprising
Mr Wong Wai Ming and Prof Woo Chia-Wei, independent non-
executive directors of the Company. In establishing the terms of
reference for this committee, the committee and the directors
have had regards to the “Guide for Formation of an Audit
Committee” issued by the Hong Kong Society of Accountants
in December 1997.

Apart from the fact that the non-executive directors are not
appointed for a specific term as they are subject to retirement
by rotation at annual general meeting in accordance with the
Company’s Articles of Association, the Company has complied
with the Code of Best Practice as set out in Appendix 14 of the
Listing Rules throughout the year.
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Auditors
The accounts have been audited by PricewaterhouseCoopers who
retire and, being eligible, offer themselves for re-appointment.

On behalf of the Board

Z,ia Cﬁ«m Z//u

Liu Chuanzhi

Chairman

Hong Kong, 23rd May 2002
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Report of the Auditors = ZiZEIREE

PRICEWATERHOUSE(COPERS

T 5 B K A Gt B S A T

TO THE SHAREHOLDERS OF LEGEND GROUP LIMITED
(formerly known as Legend Holdings Limited)
(incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 64 to 126 which have
been prepared in accordance with accounting principles generally
accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Hong Kong Companies Ordinance requires the directors to
prepare accounts which give a true and fair view. In preparing
accounts which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied
consistently.

It is our responsibility to form an independent opinion, based on
our audit, on those accounts and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the accounts.
It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the
accounts, and of whether the accounting policies are appropriate
to the circumstances of the Company and the Group, consistently
applied and adequately disclosed.
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We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance as to whether the accounts are free from material
misstatement. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the
accounts. We believe that our audit provides a reasonable basis
for our opinion.

Opinion

In our opinion the accounts give a true and fair view of the state
of affairs of the Company and of the Group as at 31st March
2002 and of the profit and cash flows of the Group for the year
then ended and have been properly prepared in accordance with
the Hong Kong Companies Ordinance.

@-zf

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23rd May 2002
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Consolidated Profit and Loss Account = ZHREEBHER

For the year ended 31st March 2002 HE-_ZZ_H#=-A=+—HILFE
2002 2001
(Restated)
(&%)
HK$’000 HK$'000
BT T BT
Turnover S 3 20,853,254 27,219,212
Earnings before interest, FRAE - FHIE -
taxation, depreciation s R sH AT
and amortisation expenses FRIEE T 1,008,938 970,700
Depreciation expenses EEH (143,048) (123,359)
Amortisation of goodwill B 2(q)(ii) - (580,877)
Impairment loss of goodwiill EERERE 2(9)() - (165,640)
Interest income FEUA 67,360 103,214
Gains/ (losses) on disposal HERBRAR
of subsidiaries, i ol/NE]|
associated companies MEBEHREZ
and investment securities &Yl <) 164,240 (1,338)
Profit from operations e ppl 4 1,097,490 202,700
Finance costs % ER 6 (11,785) (33,516)
1,085,705 169,184
Share of profits of jointly FEAR 2 EE ]
controlled entities HE R 8,468 -
Share of losses of associated FE{L
companies NAEEE (12,979) (6,628)
Profit before taxation FR 58RI & A 5 1,081,194 162,556
Taxation 1A 7 (23,092) (19,156)
Profit after taxation K18 A 1,058,102 143,400
Minority interests VYT RRERS (13,202) (29,886)
Profit attributable to shareholders A% FE(f 3% 7 10 1,044,900 113,514
Dividends [iesN 11 383,897 1,073,212
Earnings per share BIRE T
— Basic —HK 12 13.86 centsfll 1.52 centsfll
— Fully diluted —2HEEE 12 13.79 centsll 1.51 centsfll
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Balance Sheets * EE&&X

As at 31st March 2002

Non-current assets
Tangible fixed assets
Construction-in-progress
Investments in subsidiaries
Investments in jointly

controlled entities
Investments in associated
companies
Loan to a related company

Investment securities

Current assets

Inventories

Amounts due
from subsidiaries

Amounts due from jointly
controlled entities

Accounts receivable

Deposits, prepayments and
other receivables

Cash and bank balances

Current liabilities

Amounts due to subsidiaries

Accounts payable

Accruals and other
payables

Tax payable

Current portion of
long-term liabilities

Net current assets

Total assets less current
liabilities

R-ZEE-_F=A=+—H

FRBEE
BVETEEE 13
rEEIRE 14
RETBARZIRE 15(a)
R R
ERIRE 16
REENFZ
®E 17(3)
BT
FFYNG| 17(b)
BHEE 18
RBEE
FE 19
FEURHT B
INSIVE 15(b)
i3kt
BERN 20
i 21
& - BFUE
R H bR R K

ReRkRiTher 22

RBRE
FERHBARRZK 15(0b)
FERIRRSR 23
FEEH B R

HAit AR
FER IR
RHAEZ
—FNEEER 24

RBEEFE

BEER
RBRE

Group Company
AF

2002 2001 2002 2001
(Restated) (Restated)
(&) (&71)
HK$’000 HK$'000 HK$'000 HK$'000
BETT BT T BETT BT T
847,316 717,577 3,169 5,713
43,866 199,984 - _
- - 2,327,875 2,327,975
210,432 - - -
204,806 129,040 - -
- - 50,034 -
30,762 85,735 - -
1,337,182 1,132,336 2,381,078 2,333,688
855,519 2,101,112 - -
- - 2,139,345 2,307,619
194,132 - - -
678,344 1,745,852 - -
185,391 415,042 76,633 12,656
2,441,169 2,633,651 1,393,909 1,555,209
4,354,555 6,895,657 3,609,887 3,875,484
- - 189,468 13,720
1,336,731 2,278,804 - -
663,361 947,165 16,197 49,288
2,231 11,822 - -
- 816,709 - -
2,002,323 4,054,500 205,665 63,008
2,352,232 2,841,157 3,404,222 3,812,476
3,689,414 3,973,493 5,785,300 6,146,164
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Balance Sheets » EE&B&%X

As at 31st March 2002 R-EE-_F=ZA=+—H

Group Company
£ NG|
2002 2001 2002 2001
(Restated) (Restated)
(&71) (&5)
Note HKS$'000 HK$'000 HK$'000 HK$'000
s BETR BT T BET T BT
Financed by: BEEHIR -
Share capital %N 26 187,701 187,849 187,701 187,849
Reserves fhtE 27 4,779,553 4,761,944 4,733,990 4,589,893
(Accumulated losses)/ (Z3tEE)
retained profits RERF 28
Proposed special BREE
interim dividend HRHIRR 2 - 808,000 - 808,000
Proposed final dividend BRARERE 271,051 181,730 271,051 181,730
Other Hith (1,556,271) (2,056,601) 592,254 378,388
Shareholders’ funds BEES 3,682,034 3,882,922 5,784,996 6,145,860
Minority interests PR FEER 7,050 74,458 - -
Long-term liabilities RHaE 24 330 16,113 304 304
3,689,414 3,973,493 5,785,300 6,146,164
On behalf of the Board
AEES
%K Chuanzhi Yang Yuanqging
HEE BLE
Director Director
BFE BFE
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Consolidated Cash Flow Statement * ZEHERKRER

For the year ended 31st March 2002 HE-ZTT-_F=-A=+—HLFE
2002 2001
(Restated)
(&%)
HK$’'000 HK$'000
BT T BT T
Net cash inflow from KEEKFTE
operating activities REFH 33 809,490 770,943
Returns on investments REER
and servicing of finance EREER
Interest received FEUMA 67,360 103,214
Interest paid and finance charges FLESZ KRB 7%
under finance leases HABMEER (11,785) (33,516)
Dividends paid YRR (294,578) (216,452)
Net cash outflow from returns & [BlFR
on investments and TREER
servicing of finance FTfEIR & 558 (239,003) (146,754)
Taxation HE
Hong Kong profits tax paid BB FEH - (5,168)
Overseas tax paid BAgINHTE (22,047) (4,309)
Total taxation paid B RIE AR (22,047) (9,477)
Investing activities BRETH
Purchase of tangible fixed assets BEEFETEE (268,536) (284,728)
Sale of tangible fixed assets HESFETEE 32,236 26,426
Payment for construction-in-progress SR TIERA (187,053) (170,736)
Purchase of investment securities BEFEFEE (2,746) -
Sale of investment securities HEFHRE 23,229 -
Acquisition of a subsidiary EAKEB AR 38 - (102,810)
Acquisition of associated companies E= PN N - (233,216)
Net cash outflow in respect of i E M E AR
disposal of subsidiaries FTFEIR & 558 37 (127,240) (25,682)
Investment in jointly controlled entities & H R4 & (250,747) -
Repayment of advance from Bt A RIEEMRER
an associated company 10,004 1,200
Proceeds from disposal of HERE QRIS FIE
an associated company 37,736 -
Net cash outflow from investing activities & EENFTFEIR & F58 (733,117) (789,546)
Net cash outflow before financing RtV ERIFTREIR & 558 (184,677) (174,834)
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Consolidated Cash Flow Statement * ZZEHRE&RE

For the year ended 31st March 2002 HE_ZT_H#-A=+—HILFE
2002 2001
(Restated)
(&%)
Note HK$'000 HK$'000
HizE BT BT T
Financing mE
Increase in minority interests D EIR R R IE N - 34,287
Exercise of share options TT{E BB AHE [
and issue of new shares BTEAD 143,949 87,068
Repurchase of shares B3 (263,761) -
New issue expenses BTN E - (69)
Increase in bank loans EHNERITE K 121,495 633,645
Payment of capital elements ERMFTEL
of finance leases 2R - (2,618)
(Decrease)/increase in UR)ESNGIRSS:
loans from minority shareholders ARERfE R O ) /15N
of a subsidiary (4,840) 19,385
Net cash (outflow)inflow WA (FriE) Ff5
from financing & 55 34 (3,157) 771,698
(Decrease)/increase in cash and BERERES L)/ (187,834) 596,864
cash equivalents #hn
Effect of foreign exchange rate changes — [ERE &) v 2 (4,648) (926)
Cash and cash equivalents FHEE K
at the beginning of the year ZRFE 2,633,651 2,037,713
Cash and cash equivalents FERESR
at the end of the year ZRKE 35 2,441,169 2,633,651
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Consolidated Statement of Recognised Gains and Losses = & WAREEERE

For the year ended 31st March 2002 HE-ZT-_F=-A=+—HLFE
2002 2001
(Restated)
(E=27))
HK$'000 HK$'000
BETRT BT T
Deficit on revaluation EHREZEMER
of investment securities 25 27 (36,058) (6,914)
Exchange differences arising HEGINHE LT
from translation of subsidiaries, AN ESE
associated companies and BHERZRAR
jointly controlled entities FEXZIEN =% 27 3,819 (1,128)
Net losses not recognised ARERRER®ER
in the profit and loss account o =V (32,239) (8,042)
Profit for the year REE R 1,044,900 113,514
Less: Realisation of investment W REER
revaluation reserve upon FRERLE
disposal of investment FHRER
securities to the profit EIRAWEA
and loss account Bk 27 (13,518) -
Total recognised gains BRERBALE 999,143 105,472
Goodwill arising from acquisition W B AR e R F)
of subsidiaries and FrEEC S8
associated companies 27 - (27,845)
Goodwill written back/(off) HEMBATIR—K
arising from disposal of B N AR AT
subsidiaries and an WL (k) 2 B
associated company 27 22,897 (373)
1,022,040 77,254
Cumulative effect of BT —FMA—A
changes in accounting FHEHBEZ
policies adopted 1st April 2001: REEE
Accumulated losses at 1st April MmA—HzREEE
— effect of adopting — RN E R
SSAP 9 (revised) F95E (18R] 28 2(s), 28 989,730 133,510
- effect of adopting SSAP 29 — RN ERERFERZTE  2), 28 (1,887,850) (1,306,973)
— effect of adopting SSAP 31 — MG ERENEIFIEE  209), 28 (199,617) (33,977)
(1,097,737) (1,207,440)
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Notes to the Accounts = BRE izt

Basis of preparation

The accounts have been prepared in accordance with accounting
principles generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society of
Accountants (“HKSA"). They have been prepared under the
historical cost convention except that, as disclosed in the
accounting policies below, investment securities are stated at
fair value.

In the current year, the Group adopted the following Statements
of Standard Accounting Practice ("SSAPs”) issued by the HKSA
which are, unless otherwise stated, effective for accounting
periods commencing on or after 1st January 2001:

SSAP 9 (revised) Events after the balance sheet date

SSAP 14 (revised) Leases (effective for periods
commencing on or after 1st July
2000)

SSAP 26 Segment reporting

SSAP 28 Provisions, contingent liabilities
and contingent assets

SSAP 29 Intangible assets

SSAP 30 Business combinations

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements

and accounting for investments in
subsidiaries

The effect of adopting these new standards is set out in the
accounting policies below.
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2

Principal accounting policies

The principal accounting policies adopted in the preparation of

these consolidated accounts are set out below:

(a) Basis of consolidation

(i)

(ii)

(iii)

(iv)

(vi)

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 31st March.
The results of subsidiaries acquired or disposed of during
the year are included in the consolidated profit and loss
account from the effective date of acquisition or up to
the effective date of disposal, as appropriate.

A subsidiary is a company in which the Company, directly
or indirectly, controls more than half of its voting power
or issued share capital or controls the composition of
its board of directors.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents
the difference between the proceeds of the sale and
the Group’s share of its net assets together with any
unamortised goodwill or capital reserve which was not
previously charged or recognised in the consolidated
profit and loss account and any related accumulated
exchange reserve.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

FTESFEE
ERmEGARERARAZ T Z G HESRTIM

(ii)

(iii)

(iv)

(vi)
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Notes to the Accounts -

IR B BeE

Principal accounting policies continued

(b) Joint ventures

(i)

(iii)

A joint venture is a contractual arrangement whereby
the Group and other parties undertake an economic
activity which is subject to joint control and none of
the participating parties has unilateral control over the
economic activity.

The consolidated profit and loss account includes the
Group’s share of the results of jointly controlled entities
for the year, and the consolidated balance sheet includes
the Group’s share of the net assets of the jointly
controlled entities and goodwill/negative goodwill (net
of accumulated amortisation and accumulated
impairment losses) on acquisition.

The gain or loss on the disposal of a jointly controlled
entity represents the difference between the proceeds
of the sale and the Group’s share of its net assets
together with any unamortised goodwill or negative
goodwill and which was not previously charged or
recognised in the consolidated profit and loss account
and any related accumulated exchange reserve.

In the Company’s balance sheet, the investments in

jointly controlled entities are stated at cost less provision

for impairment losses. The results of jointly controlled
entities are accounted for by the Company on the basis
of dividends received and receivable.
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2

Principal accounting policies continued

(c) Associated companies

(i)

(ii)

(iii)

An associated company is a company, not being a
subsidiary, in which an equity interest is held for the
long-term and significant influence is exercised in its
management. The consolidated profit and loss account
includes the Group's share of the results of associated
companies for the year, and the consolidated balance
sheet includes the Group’s share of the net assets of
the associated companies and goodwill/negative
goodwill (net of accumulated amortisation and
accumulated impairment losses) on acquisition.

The gain or loss on the disposal of an associated
company represents the difference between the
proceeds of the sale and the Group’s share of its net
assets together with any unamortised goodwill or
negative goodwill and which was not previously charged
or recognised in the consolidated profit and loss account
and any related accumulated exchange reserve.

In the Company’s balance sheet the investments in
associated companies are stated at cost less provision
for impairment losses. The results of associated
companies are accounted for by the Company on the
basis of dividends received and receivable.
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Notes to the Accounts = fEEB &t

Principal accounting policies continued
(d) Translation of foreign currencies

Foreign currency transactions during the year are translated
into Hong Kong dollars at the rates of exchange ruling at
the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are incorporated into the
accounts by translating foreign currencies into Hong Kong
dollars at the rates of exchange ruling at the balance sheet
date. Exchange differences arising therefrom are dealt with
in the profit and loss account.

The balance sheets of subsidiaries, jointly controlled entities
and associated companies expressed in foreign currencies
are translated at the rates of exchange ruling at the balance
sheet date whilst the profit and loss is translated at an
average rate. Exchange differences are dealt with as a
movement in reserves.

(e) Tangible fixed assets

(i) Land use rights, leasehold land and buildings/
improvements
Land use rights, leasehold land and buildings/
improvements are stated at cost less accumulated
amortisation or depreciation and accumulated
impairment losses.

Land use rights are amortised on a straight line basis
over the land use rights periods ranging from 20 to 50
years.
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Principal accounting policies continved

(e) Tangible fixed assets continued

(ii)

Amortisation of leasehold land is calculated to write
off its cost over the unexpired period of the lease or
their expected useful lives to the Group of 50 years
whichever is shorter. The principal annual rates used
for this purpose are 2% to 5%.

Depreciation on buildings is calculated to write off their
cost over the unexpired period of the leases or their
expected useful lives to the Group of 50 years whichever
is shorter. The principal annual rates used for this
purpose are 2% to 5%.

Depreciation of leasehold improvements is calculated
to write off their cost on the straight line basis over
their expected useful lives to the Group of 5 years or
unexpired periods of the leases whichever is shorter.
The principal annual rate used for this purpose is 20%.

Other tangible fixed assets

Other tangible fixed assets are stated at cost less
accumulated depreciation and accumulated impairment
losses. Depreciation on other tangible fixed assets is
calculated to write off their cost on the straight line
basis over their expected useful lives to the Group. The
principal annual rates used for this purpose are 20% to
33%.

2
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Notes to the Accounts = fEEB &t

2 Principal accounting policies continued

(e) Tangible fixed assets continued

(iii)

(iv)

Leased assets

Where assets are acquired through finance leases
(including hire purchase contracts) under which
substantially all the risks and rewards of ownership,
other than legal title, are transferred to the Group, the
assets are treated as if they had been purchased. An
amount equivalent to the cost is recorded as a tangible
fixed asset. The corresponding lease commitments are
shown as obligations under finance leases. Payments
to the lessor are treated as consisting of capital and
interest elements. The interest element is charged to
the profit and loss account. Assets held under finance
leases are depreciated over the shorter of their estimated
useful lives or lease periods as in (ii) above. All other
leases are accounted for as operating leases.

Impairment of tangible fixed assets

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that assets included in
contruction-in-progress and tangible fixed assets are
impaired. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant,
an impairment loss is recognised to reduce the asset to
its recoverable amount. Such impairment losses are
recognised in the profit and loss account except where
the asset is carried at valuation and the impairment loss
does not exceed the revaluation surplus for that same
asset, in which case it is treated as a revaluation
decrease.
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2 Principal accounting policies continued

(e) Tangible fixed assets continued

(f)

(v) Gain or loss on disposal of tangible fixed assets
The gain or loss on disposal of a tangible fixed asset is
the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised
in the profit and loss account.

(vi) Cost of restoring and improving tangible fixed assets
Major costs incurred in restoring tangible fixed assets
to their normal working condition are charged to the
profit and loss account. Improvements are capitalised
and depreciated over their expected useful lives to the
Group.

Construction-in-progress

Construction-in-progress is stated at cost. Cost comprises
all direct and indirect costs of acquisition or construction of
buildings and plant and machinery as well as interest
expenses and exchange differences on the related funds
borrowed during the construction, installation and testing
periods and prior to the commencement date, less any
accumulated impairment losses. No depreciation is provided
on construction-in-progress. On completion, the buildings
and plant and machinery are transferred to tangible fixed
assets at cost less impairment losses.
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2 Principal accounting policies continued

(g) Intangible assets

(i)

Goodwill

Goodwill represents the excess of purchase
consideration over the fair values ascribed to the net
assets of subsidiaries, jointly controlled entities and
associated companies acquired at the date of
acquisition.

In accordance with SSAP 30, goodwill on acquisitions
occurring on or after 1st January 2001 is included in
intangible assets and is amortised using the straight-
line method over its estimated useful life. Goodwill
arising on major strategic acquisitions of the Group to
expand its product or geographical market coverage is
amortised over a maximum period of 20 years. For all
other acquisitions goodwill is generally amortised over
3 to 10 years.

SSAP 31 prescribes procedures to be applied to ensure
that assets are carried at not more than their recoverable
amounts. The recoverable amount of an asset is defined
to be the higher of its net selling price and its value in
use. The Group determines the value in use of its assets
(including fixed assets, goodwill arising on business
combinations accounted for using the purchase method
and intangible assets) as the present value of estimated
future cash flows together with estimated disposal
proceeds at the end of its useful life. The Group is
required to assess at each balance sheet date whether
there are any indications that assets may be impaired,
and if there are such indications, the recoverable amount
of the assets is to be determined. Any resulting
impairment losses identified are charged to the
consolidated profit and loss account.
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Principal accounting policies continved

(g9) Intangible assets continved

(i)

(ii)

Goodwill continued

In accordance with the provisions of Interpretation 13,
assessments of impairment of goodwill also apply to
goodwill previously eliminated against reserves which
will not be reinstated at the time of adoption of SSAP
30. Any impairment loss identified in respect of goodwill
previously eliminated against reserves is to be recognised
as an expense in the consolidated profit and loss

account.

The Group has performed an assessment of the fair
value of its assets, including the related goodwill that
had previously been charged to reserves. The Group
has retrospectively restated its previously reported net
profits for the years ended 31st March 1999 and 31st
March 2001 by a decrease of approximately
HK$33,977,000 and HK$ 165,640,000 respectively for
the impairment of goodwill arising from the acquisition
of associated companies.

Trademarks

Effective in December 1997, the Group acquired the
entire equity interest in Legend (Beijing) Limited from
its controlling shareholder. The intangible assets arising
thereon were regarded as trademarks which were
valued by an independent valuer on an open market
value basis and capitalised in the consolidated balance
sheet with no amortisation.
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Notes to the Accounts = fEEB &t

Principal accounting policies continued

(g) Intangible assets continued

(ii)

Trademarks continued

Under the new SSAP 29, the intangible assets should
be regarded as goodwill on acquisition and amortised
over their estimated useful lives. In view of the fact that
Digital China Holdings Limited and its subsidiaries
contributed a substantial part of the operating results
of the Group since the acquisition of Legend (Beijing)
Limited and the rapid change in computer technology,
the directors consider that it is prudent and appropriate
to amortise goodwill from the date of acquisition (i.e.
December 1997) up to the date of announcement of
the spin-off of Digital China Holdings Limited from the
Group in March 2001. The change in accounting policy
arising from the adoption of the new SSAP 29 has been
applied retrospectively so that the comparatives
presented have been restated to conform with the
change in accounting policy.

Opening accumulated losses at 1st April 2000 have
increased by approximately HK$1,306,973,000 which
is the amount of the adjustment in respect of
amortisation of goodwill relating to period prior to the
year ended 31st March 2000. Opening accumulated
losses at 1st April 2001 have increased by approximately
HK$1,887,850,000 which is the amount of the
adjustment in respect of amortisation of goodwill
relating to periods prior to the year ended 31st March
2001. A corresponding decrease in intangible fixed
assets by approximately HK$1,887,850,000 has been
reflected in the comparative 31st March 2001
consolidated balance sheet.
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Principal accounting policies continved

(9)

(h)

Intangible assets continued

(i) Trademarks continued
This adjustment in respect of amortisation of the
goodwill has resulted in a decrease in profit for the
year ended 31st March 2001 by approximately
HK$580,877,000.

(iii) Impairment of intangible assets

Where an indication of impairment exists, the carrying

amount of any intangible asset, including goodwill

previously written off against reserves, is assessed and

written down immediately to its recoverable amount.

Investment securities

Investments which are held for non-trading purpose are
stated at fair value at the balance sheet date. Changes in
the fair value of individual securities are credited or debited
to the investment revaluation reserve until the security is
sold, or is determined to be impaired. Upon disposal, the
cumulative gain or loss representing the difference between
the net sales proceeds and the carrying amount of the
relevant security, together with any surplus/deficit transferred
from the investment revaluation reserve, is dealt with in the
profit and loss account.

Individual investments are reviewed regularly to determine
whether they are impaired. When an investment is
considered to be impaired the cumulative loss recorded in
the revaluation reserve is taken to the profit and loss account.

Transfers from the investment revaluation reserve to the
profit and loss account as a result of impairments are written
back in the profit and loss account when the circumstances
and events leading to the impairment cease to exist.
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Notes to the Accounts = fEEB &t

Principal accounting policies continued

0]

()

(k)

0]

Inventories

Inventories are valued at the lower of cost and net realisable
value. Cost is determined on a weighted average basis, and
in the case of work-in-progress and finished goods (except
for trading products), cost comprises direct materials, direct
labour and an attributable proportion of production
overheads. For trading products, cost represents invoiced
value on purchases, less purchase returns and discounts.
Net realisable value is determined on the basis of anticipated
sales proceeds less estimated selling expenses.

Accounts receivable

Provision is made against accounts receivable to the extent
that they are considered to be doubtful. Accounts receivable
in the balance sheet are stated net of such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet
at cost. For the purposes of the cash flow statement, cash
and cash equivalents comprise cash on hand and deposits
held at call with banks.

Provisions

In accordance with SSAP 28, provisions are recognised when
the Group has a present legal or constructive obligation as
a result of past events, it is probable that an outflow of
resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. Where the
Group expects a provision to be reimbursed, the
reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain.
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Principal accounting policies continved

(m) Contingent liabilities

(n)

(o)

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the accounts. When a change in the probability
of an outflow occurs so that outflow is probable, it will then
be recognised as a provision.

Deferred taxation

Deferred taxation is accounted for at the current taxation
rate in respect of timing differences between profit as
computed for taxation purposes and profit as stated in the
accounts to the extent that a liability or an asset is expected
to be payable or receivable in the foreseeable future.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company are
accounted for as operating leases. Rental applicable to such
operating leases are charged to the profit and loss account
on a straight-line basis over the lease term.
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2 Principal accounting policies continued

(p)

(a)

(r)

Revenue

Revenue from the sale of goods is recognised on the transfer
of ownership, which generally coincides with the time of
shipment. Revenue from provision of systems integration
service is recognised when services are rendered. Revenue
from provision of internet service is recognised when services
are rendered. Interest income is accrued on a time proportion
basis on the principal amounts outstanding and at the rates
applicable. Dividend income is recognised when the right
to receive payment is established.

Retirement benefit costs

The Group’s contributions to the defined contribution
retirement scheme for qualified Hong Kong employees are
expensed as incurred and are reduced by contributions
forfeited by those employees who leave the scheme prior
to vesting fully in the contributions. The assets of the scheme
are held separately from those of the Group in an
independently administered fund.

In addition, the Group’s contributions to a local municipal
government retirement scheme in the PRC are expensed as
incurred while the local municipal government in the PRC
undertakes to assume the retirement benefit obligations of
all existing and future retirees of the qualified staff in the
PRC.

Segment reporting

In accordance with the Group’s internal financial reporting,
the Group has determined that geographical segments be
presented as the primary reporting format and business as
the secondary reporting format.

Segment assets consist primarily of inventories and
receivables, and mainly exclude investments in jointly
controlled entities, investments in associated companies,
investments securities, tangible fixed assets and cash and
cash equivalents. Segment liabilities comprise operating
liabilities and exclude tax payable, deferred taxation and
certain borrowings. Capital expenditure comprises additions
to tangible fixed assets (Note 13) and construction-in-
progress (Note 14).
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Principal accounting policies continved
(s) Dividends

In accordance with the revised SSAP 9, the Group no longer
recognises dividends proposed or declared after the balance
sheet date as a liability at the balance sheet date. The change
in accounting policy has been applied retrospectively so that
the comparative figures have been restated to conform with
the current year’s policy.

Opening accumulated losses at 1st April 2000 have
decreased by approximately HK$133,510,000 which is the
reversal of the provision for proposed final dividend for year
1999/2000 previously recorded as a liability as at 31st March
2000 although declared after balance sheet date. Opening
accumulated losses at 1st April 2001 have decreased by
approximately HK$989,730,000 which is the reversal of the
provisions for proposed special interim dividend and final
dividend both for the year 2000/01 previously recorded as
liabilities as 31st March 2001 although declared after balance
sheet date. This adjustment has resulted in a decrease in
current liabilities at 31st March 2001 by approximately
HK$989,730,000 (2000: HK$133,510,000) being provision
for proposed dividends that is no longer required.

Changes to headings used in the balance sheet and profit
and loss account relating to dividends and retained profit
for the year as previously reported in 2000/01 annual report
have also been made to reflect the changes resulting from
the application of SSAP 9 (revised).
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Notes to the Accounts = fEEB &t

Turnover, revenue and segment information

The Group is principally engaged in the sale and manufacturing
of Legend brand personal computers and handheld devices, the
provision of IT services and Internet services, and contract
manufacturing business. Revenue recognised during the year are

as follows:

Consumer IT business THBITER
Corporate IT business DEETEERS
Handheld device business FIFREE
Contract manufacturing business & RISEER
Internet service business BEREEEY
Others Hth

ERE - W

kyEEH

ANEEERREHE MEER B EAER - FHR

& RHEITHR
7 o FRIER

% EREBERE  WRARRIEHE
ZWALT

Group
£
2002 2001
HK$'000 HK$'000

BT BT T

7,400,769 7,368,059
10,077,796 8,872,653

216,434 117,534
1,533,864 1,714,978
38,521 106,172

1,585,870 9,039,816

20,853,254 27,219,212

Primary reporting format — geographical segments

The Group operates, through its subsidiaries, jointly controlled
entities and associated companies, in four major geographical
regions — the People’s Republic of China (the “PRC"), Asia Pacific
(excluding PRC), North America and Europe.

There are no material sales or other transactions between the
geographical segments.

In presenting information on the basis of geographical segments,
segment turnover and segment operating results are based on
the geographical location of customers. Segment assets are based
on the geographical location of the assets. The segment turnover
and segment operating results, if based on geographical location
of assets, are all categorised under PRC operations.
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Turnover, revenue and segment information continved
Secondary reporting format — business segments

The Group is categorised into 5 main business segments:

e Consumer IT business

e Corporate IT business

e Handheld device business

e Contract manufacturing business

* Internet service business

Other operations of the Group mainly comprise business operated
by DCHL, including sales of foreign brand computers and related

products and provision of systems integration services.

There are no material sales or other transactions between the
business segments.

ERE WEkIEER 2
RBERFK - EB2R
AEBZEBIEN /TR

HEBITER
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3 Turnover, revenue and segment information continved 3 EEE WRRkIEER =
(a) Primary reporting format — geographical segments (a) —MEBAFX — WHSE

Asia Pacific
(excluding North Group
PRC PRC) America Europe Total
GAE £E
mE (RERMN EEM B &5t
2002 2002 2002 2002 2002

HK$'000 HKS$'000 HKS'000 HK$'000 HK$'000

BETT BT BT BRI BRI

Profit and loss account BRR
Turnover ] 19,702,459 282,283 104,872 763,640 20,853,254
Segment operating results PRLERE 772,684 30,500 17,833 44,873 865,890
Gains on disposal of LEMBAR

subsidiaries, associated NG

companies and investment securities REFRE WE 164,240 - - - 164,240
Finance income BB 67,360
Finance costs HBER (11,785)
Contribution to operating profit BHER 1,085,705
Share of profits of jointly controlled entities e R 5 EEEEF 8,468 - - - 8,468
Share of losses of associated companies BB 2R AESE (12,979) - - - (12,979)
Profit before taxation bR AR 1,081,194
Taxation B (23,092)
Profit after taxation Ryl 1,058,102
Minority interests DERES (13,202)
Profit attributable to shareholders BREEEEF 1,044,900
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Turnover, revenue and segment information continved
(a) Primary reporting format — geographical segments

continued

Balance Sheet

Segment assets

Investments in jointly controlled entities
Investments in associated companies

[nvestment securities

Unallocated assets
Consolidated total assets

Segment liabilities
Tax liabilities

Consolidated total liabilities

FRAERR

nEEE

FARELR

3 EXE WERIEER s

Asia Pacific

(excluding

PRC PRC)
DAE

HE (FEIBRSD)
2002 2002
HK$'000 HK$'000

1]

BETR BETR

1,476,868 -
210,432 -
204,806 -

11,491 19,271

1,980,340 -

(a) —HREHFX - WEHIE #

North
America Europe
EEM B
2002 2002

HK$'000 HKS'000
BETT BETR

- 53,614

3,820 15,932

Group
Total
&8

A
An

2002

HK$'000
BETR

1,530,482
210,432
204,806

30,762

3,715,255

5,691,737

2,000,092
2,561

2,002,653
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EEE WBRSEEN &
(a) Primary reporting format — geographical segments (a) —MEBAFX — wHIE

3 Turnover, revenue and segment information continued 3

continued

Asia Pacific
(excluding North Group
PRC PRC) America Europe Total
ZAE £m
HE (FRBIBRAN) IEEN B At
2001 2001 2001 2001 2001
(Restated) (Restated) (Restated) (Restated) (Restated)
(E31) (E31) (Ex]) (E7) (€27
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETT BETT BETT
Profit and loss account BE%
Turnover BEE 25,872,557 396,827 245,236 704,592 27,219,212
Segment operating results DS EE 769,915 24,145 36,442 16,839 847,341
Losses on disposal of HEMBARZ
subsidiaries B (1,338) - - - (1,338)
Amortisation of goodwil HEEH (580,877) - - - (580,877)
Impairment loss of goodwill BERESE (165,640) - - - (165,640)
Finance income FIBBA 103,214
Finance costs HKER (33,516
Contribution to operating profit BHER 169,184
Share of losses of associated companies ERBMENREE (6,628) - - - (6,628)
Profit before taxation bR AR 162,556
Taxation B (19,156)
Profit after taxation ikl 143,400
Minority interests DERRER (29,886)
Profit attributable to shareholders R B SR 113,514
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Turnover, revenue and segment information continved 3
(a) Primary reporting format — geographical segments

continued

PRC

H
2001
(Restated)
(&31)
HK$'000

BEFT

Balance Sheet BEBER

Segment assets PREE 3,782,138
Investments in associated companies BRENARE 129,040
Investment securities EHRE 8,038
Unallocated assets AOBEE

Consolidated total assets DAEERS

Segment liabilities HEARE 3,208,981
Total borrowings EEmE 832,469
Tax liabilities REBE

Consolidated total liabilities HAREREE

ERE WEkIEER 2
(a) —MEHAK - @I &

Asia Pacific
(excluding North Group
PRC) America Europe Total
YN £E
(RELRRIN) IEEM B At
2001 2001 2001 2001
(Restated) (Restated) (Restated) (Restated)
E2]) (E31) (&31) (&31)
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BT BETT
- 5,008 63,697 3,850,843
- - - 129,040
77,697 - - 85,735
3,962,375
8,027,993
3 4,327 12,658 3,225,969
- - - 832,469
12,175
4,070,613

Capital expenditure of HK$455,589,000 (2001:
HK$455,464,000) and depreciation of HK$143,048,000 (2001:
HK$123,359,000) by geographical segments were not disclosed
as they were all related to unallocated assets.

BARFISB#455,589,000T (ZEE—F : B
455,464,0007T) R ITEEHE143,048,0007T (ZEE
—4& : A%123,359,0007T) AIHbiE o FEN IR FR A
BHANMEESR -
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Notes to the Accounts = fEEB &t

3 Turnover, revenue and segment information continued

(b) Secondary reporting format — business segments

Consumer IT business

Corporate IT business

Handheld device business

Contract manufacturing business

Internet service business

Others

Gains on disposal of subsidiaries,
associated companies and
investment securities

Investments in jointly controlled entities

Investments in associated companies

Investment securities

Unallocated assets

B ITE
DEETETR
FRIRIBES
BRIBEER
EEELEN
HAt
HEWMBRR -

NEFRE 2 W

HEEHERIRE
BranNARE
EHFE

ADBLEE

Ik

3

1
THU/N

EEE Wk EEY #
(b) RFEH/ARX — #BHE

Group
£5

Contribution
to operating Consolidated

Turnover profit total assets

=e

=0 BRIE Rt EEARE

2002 2002 2002

HK$'000 HK$'000 HK$'000

BET T BET T BT T

7,400,769 234,335 394,428

10,077,796 573,077 917,799

216,434 (18,906) 26,393

1,533,864 147,901 191,862

38,521 (36,818) -

1,585,870 21,876 -
5

- 164,240 -

- - 210,432

- - 204,806

- - 30,762

- - 3,715,255

20,853,254 1,085,705 5,691,737
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3

Turnover, revenue and segment information continved 3
(b) Secondary reporting format — business segments

continued

ERE WERIEER 2

(b) RFEHLAN — ¥B0¥ &

Group
ESE]

Contribution Consolidated

to operating

total assets

Turnover profit mE

= BFFR BERR

2001 2001 2001

(Restated) (Restated)

(&%) (&%)

HK$'000 HK$'000 HK$'000

BT BT T BT

Consumer IT business THBITER 7,368,059 304,362 620,032
Corporate IT business EITER 8,872,653 395,875 750,272
Handheld device business FIRRHEES 117,534 (32,328) 42,238
Contract manufacturing business & RIBEET 1,714,978 177,896 494,723
Internet service business (BB E TS 106,172 (96,327) -
Others Hith 9,039,816 167,561 1,943,578
Losses on disposal of subsidiaries HEWE QR 2 EE - (1,338) -
Amortisation of goodwill S - (580,877) -
Impairment loss of goodwill AR EEE - (165,640) -
Investments in associated companies B AR E - - 129,040
Investment securities BHIRE - - 85,735
Unallocated assets AOBEE - - 3,962,375
27,219,212 169,184 8,027,993

Capital expenditure of HK$455,589,000 (2001:
HK$455,464,000) by business segment was not disclosed as it
was related to unallocated assets.

BB A 455,589,0007T (ZEE—F B
455,464,0007T) BEB DB ERFERERD R E
ERR-
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Notes to the Accounts = fEEB &t

4  Profit from operations

(@) Turnover
Cost of sales

Gross profit
Other revenue
Gains/(losses) on disposal of

subsidiaries, associated companies

and investment securities

Distribution expenses
Administrative expenses
Other operating expenses
Amortisation of goodwill
Impairment loss of goodwill

Total operating expenses (see (b))

Profit from operations

(b) Analysis of total operating
expenses by nature:

Selling expenses

Promotional and advertising
expenses

Staff costs (including directors’
emoluments)

Other expenses

Amortisation of goodwill

Impairment loss of goodwvill

Total operating expenses

4

e
SHERA

EH

HAA

HEMBRF -
BERRREFRELZ
Wik, (&1H)

DHEM
TTHRE A
Hih & &E M
R
AEREEE

g M (Rb)

Fa
i

P

'ﬁ/ﬁﬁiﬁlj

o

ANERER
(BREFMHD)
HA &M
R
AEREEE

REBRRE

R RT
Group
&5

2002 2001
(Restated)

(&5

HK$'000 HK$'000
BET T BT T
20,853,254 27,219,212
(18,070,819) (23,911,174)
2,782,435 3,308,038
67,360 103,214
164,240 (1,338)
3,014,035 3,409,914
(1,390,571) (1,565,228)
(363,851) (649,376)
(162,123) (246,093)
- (580,877)
- (165,640)
(1,916,545) (3,207,214)
1,097,490 202,700

P -

(382,372) (492,282)
(397,352) (542,932)
(674,920) (835,703)
(461,901) (589,780)
- (580,877)
- (165,640)
(1,916,545) (3,207,214)
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5 Profit before taxation 5 BEANER

Group
&5
2002 2001
HK$'000 HK$'000
BT T VEEETT
Profit before taxation is BRAEDEA SR THIER -
stated after charging the following:
Auditors’ remuneration % EREME< 2,811 2,936
Depreciation of owned tangible BERVETEENE
fixed assets 143,048 121,826
Depreciation of tangible fixed assets ISR E 2 BICE T
held under finance leases BENE - 1,533
Rental expenses under operating leases &ML HE I H 88,885 94,701
Research and development expenses L= 118,744 117,682
Loss on disposal of tangible fixed assets HEGFETEEZEE 1,440 31,963
Retirement benefit costs (Note 8) RIRTEFACA (FIFE8) 26,025 19,896
Impairment loss of fixed assets & E & ERE R - 6,946
Net exchange loss/(gain) (& 5 &, (Was) F58 9,309 (12,489)
6 Finance costs 6 MBEEA
Group
&5
2002 2001
HK$'000 HK$’000
BT T BT T
Interest payable on bank loans RITERRIBES
and overdrafts FERTFIE 10,968 31,961
Interest element for finance leases L 2 FI B EH D - 136
Other interest (Note 29) Em S (H5E29) 817 1,419
Total finance costs BB EREE 11,785 33,516
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Notes to the Accounts = fEEB &t

Taxation

(a)

(b)

Hong Kong profits tax has been provided for at the rate of
16% (2001: 16%) on the estimated assessable profit for
the year.

The amount of taxation charged to the consolidated profit
and loss account represents:

HE\
(@) BBFIEMCILAFE LT RERFEF L IR
F16% (ZZTZE—F : 16%) 1EHEE -

(b) MEFAERBRAMBRZHBRRS

Hong Kong profits tax

BAMEHR

Overseas taxation YEINEIE
Overprovision in prior years T EFE R
Deferred taxation (Note 25) IRIERETE (F95E25)

Share of taxation attributable to

e E N RITIR

associated companies

Group
£

2002 2001
HK$'000 HK$'000
BETR  EET
4,120 11,617
20,985 6,864
(1,702) -
(23) (173)
23,380 18,308
(288) 848
23,092 19,156

(@

Overseas taxation represents tax charges on the assessable
profits of subsidiaries operating overseas including the PRC,
calculated at rates applicable in the respective jurisdictions.

Pursuant to various approval documents issued by the PRC
tax authority, certain PRC subsidiaries of the Group are
entitled to preferential PRC income tax treatments. Legend
(Beijing) Limited is entitled to preferential PRC income tax
rate of 7.5% for the three years ending 31st December 2003
(three years ended 31st December 2000: nil) while other
major PRC subsidiaries of the Group in Shenzhen, Beijing
and Huiyang are exempted from PRC income tax for two to
three years commencing 1st January 2001 and a 50% PRC
income tax reduction for the following three years.
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(@ BINHIBETIRE BIAERERREAEREI
(BIETE) &L 2B AR 2 BRBUEN 2 BIE
RS

(d) REBEPEBBEEETE DI - REBRS
BB ARZAEE THEMESHRGES -
BE QLR BRAFNEBE-TE=Ft+_A=
T—RAL=AFEZEHTEMESHEERE
75% BE-EEEF+_A=+t—HIL=@F
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Retirement benefit costs

The Group contributes to a defined contribution retirement
scheme and a local municipal government retirement scheme
which is available to all qualified employees in Hong Kong and
the PRC respectively. Contributions to these schemes are
calculated as a percentage of the employees’ salaries, bonuses,
and allowances.

The retirement benefit scheme cost charged to the profit and
loss account represents contributions payable by the Group to
the schemes.

The Group’s contributions to the defined contribution retirement
scheme are reduced by contributions forfeited by those
employees who leave the scheme prior to vesting fully in the
contributions. Forfeited contributions totalling HK$247,178
(2001: HK$404,000) were utilised during the year leaving no
amount available at the year end to reduce further contributions.
The assets of the defined contribution scheme are held separately
from those of the Group in an independently administered fund.

Commencing 1st December 2000, the Group’s Hong Kong
employees are required to contribute 5% of their basic salary
plus cashable allowances (subject to the ceiling under the
requirements set out in the Mandatory Provident Fund legislation)
whereas the employer’s contribution is at 7.5% and 10%
respectively after completion of five and ten years of service.

SEARERIR A
S R ROR N S B BRI 3 8155
YR 3R - A B SRR EA ERERETEM - %
S HHUVRIEER 2 B - S RRREE S
HatE -

BRI 2 RS A B B RS 1
2485 -

FE B ERE 2 BUEFATR B E R E G EIfR M 2
HIRAAIER D EE 2 5K o Rz HEE LB
24717870 (ZE T —4F : B#404,00070) ERNFR
B - NFEBNERTEFTREE —DRER
e FRHFFECEEREE AESHBE - B
BB s EBRE o

B-TTTFE+ A B AEEZHEEREEAR
BEZEFERBRSME25%EHHR AR
MR IEZ EFREFKZRR) - MERE ZRE
HmAFER 5% BEZHKUNDRNRT 5% K
10% °
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Notes to the Accounts = fEEB &t

Emoluments of directors and highest paid individuals 9 EBKEsFAIZHE
(a) The aggregate amounts of emoluments payable to directors (@ FA - AEBEzESMSEFTNT
of the Group during the year are as follows:

Executive directors Non-executive directors
HITES FBTES
2002 2001 2002 2001

HK$'000 HK$'000 HK$'000 HK$'000

Fees

Other emoluments:
Basic salaries, allowances
and benefits-in-kind
Retirement benefit costs

BRI T BT AT T BT

ok - - 360 360
Hib#<
K% REE R
Y= 33,270 34,125 - -
EAREFIRAR 386 936 - -
33,656 35,061 360 360

Certain directors of the Company have been granted options to ETESDRERERE  URERRTZKRMD -

acquire shares of the Company.

The emoluments of the directors disclosed above do not include EXHEEZWE U RIERBRIEAD FERE
the benefits derived or to be derived from the options granted STEIE T 2B Mk - BTESR R SKAESTT
under the Company’s share option schemes. Details of the share o2 B IR RN 46 E -

options granted to and/or exercised by the directors are disclosed

on page 46.

The figures disclosed above include the emoluments paid to two PBFRERAFNGE TRAE BB, — 2B EE
executive directors who had resigned and an executive director BITESNITEST 2MS -
who had redesignated as a non-executive director during the

year.
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10

Emoluments of directors and highest paid individuals 9

continued

(b) The number of directors whose emoluments fall within the
following bands are as follows:

Executive directors

BEERBREHFALIZHE &

(b) BEEMEEERABMT :

Non-executive directors

HTEE FUTES
2002 2001 2002 2001

HK$
From 0 to 1,000,000 Z%1,000,000 1 - 2 2
From 3,000,001 to 3,500,000 3,000,001%3,500,000 - 1 - -
From 3,500,001 to 4,000,000 3,500,001%4,000,000 1 1 - -
From 4,000,001 to 4,500,000 4,000,001%4,500,000 1 - - -
From 5,000,001 to 5,500,000 5,000,001%5,500,000 - 1 - -
From 5,500,001 to 6,000,000 5,500,001 %6,000,000 1 2 - -
From 7,500,001 to 8,000,000 7,500,001%8,000,000 1 - - -
From 9,500,001 to 10,000,000  9,500,001% 10,000,000 - 1 - -
From 11,500,001 to 12,000,000 11,500,001% 12,000,000 1 - - -
6 6 2 2

(c) Among the five highest paid employees, all (2001: all) are
executive directors whose remunerations are included in the

directors’ emoluments above.

Profit attributable to shareholders 10
Included in the profit of HK$1,044,900,000 (2001:
HK$113,514,000) attributable to shareholders of the Company

is the profit of HK$752,933,000 (2001: HK$993,460,000), which

is dealt with in the Company’s own accounts.

O EEARSFMZEET  2H(CTT—F
280 BHITEE - HIS HERN EREEH

TF o

R R BB R

AR AR 2 FE(R R A% 1,044,900,0007T (ZF
T—4  B8113,514,0007T) BIEFI AL R EERE
2@ M B#752,933,0000 (ZTZE—4F : B
993,460,0007T) °
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Notes to the Accounts = fEEB &t

11 Dividends 11 BRE
2002 2001
(Restated)
(&%)
HK$'000 HK$'000
AT T BT T
Special interim dividend in respect RO IN B IR EE &Y
of the spin-off of DCHL Rl R HR RS - 808,538
Interim dividend FhHIRR S
1.5 HK cents (2001: 1.1 HK cents) SRS 51
per share (ZFZT—F BB 112,846 82,942
Proposed final dividend B RS
3.6 HK cents (2001: 2.4 HK cents) FRIERE3.6(1
per share (Note (b)) (ZZZ—F  BE2.400) Bz (b)) 271,051 181,732
383,897 1,073,212
Notes: Bt
(@) The previously recorded special interim dividend and final dividend proposed and (@) REEAGRRRERESABE-_FEEF=A=+—HR=-F
declared after the balance sheet date but accrued in the accounts for the years FE—F= F=+—HIFFEZIRA MR BRI B 8 kK
ended 31st March 2000 and 31st March 2001 were HK$133,510,000 and HIAR 8 5 Bl 735 #5133,510,0007T K& #989,730,0007T ° 1RIKHTF
HK$989,730,000 respectively. Under the Group’s new accounting policy as 2(s) it 2 AR EFT @SR - M FIREER 282 —~FETE
described in Note 2(s), they have been written back against opening (accumulated ZEE I H—HZ ) (REHEE) R R R A - KB
losses)/retained profits as at 1st April 2000 and 2001 in Note 28 and are now BFTERE %2 FERHIR
charged in the year in which they were proposed.
(b) At a board meeting held on 23rd May 2002, the directors recommended a final (b)) R-FZE-_FAA-F+=-HABHCEFSHE I EFEZERER

dividend of 3.6 HK cents per share. This proposed dividend is not reflected as a
dividend payable in these accounts, but will be reflected as an appropriation of
retained earnings for the year ended 31st March 2003.
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12 Earnings per share 12 BREF
The calculation of basic and diluted earnings per share is based GREAREERBRIRE T 8EAE
on the following data:

2002 2001
(Restated)
(&%)
Earnings for the purposes of basicand ~ FAGTESRER
diluted earnings per share (HK$) NEEGRN 25N (BT 1,044,900,000 113,514,000
Weighted average number of At EBIREARE T
shares for the purposes of basic 2 INFE AR 28
earnings per share 7,539,152,694 7,459,949,492
Effect of potential dilutive shares B EER G, 36,580,910 56,414,971
Weighted average number of Rt ESREE R
shares for the purposes of diluted 2 INFETHIRR 2R
earnings per share 7,575,733,604 7,516,364,463
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Notes to the Accounts = fEEB &t

13 Tangible fixed assets
Group

Land use
rights,
leasehold
land and
buildings
T
R 4
THRET
HK$'000

BRI

13 BREEEEE

&=

Leasehold
Improve-  Plant and
ments  machinery
ELIES BE
%6 R

HK$'000
BRFT

Furniture
and Office
fixtures  equipment
BRR BOE
%8 B

HK$'000
BET7

HK$'000
BT

Motor
vehicles

RE
HK$'000
BT

Total

At |
HK$'000
BETT

Cost A

At st April 2001 RZFT—%
MA-A

Exchange adjustment HNERE

Additions HE

Transfer from construction- R T RER

in-progress

Disposal of subsidiaries HERERT

Disposals e

At 315t March 2002 RZZEE
=A=+-R

Accumulated depreciation and ZiERFE
impairment

At st April 2001 RZEE-£
mA—-A

Exchange adjustment HNERE

Charge for the year RERHE

Disposal of subsidiaries HERBAT

Disposals HE

At 31st March 2002 RZZEE
=A=t-R

Net book value REFE

At 315t March 2002 RZTTE
=A=+-R

At 31st March 2001 RIZE-F
ZA=t-H

269,484 81,545 255,899 3,987 382,074 39905 1,032,894
2,487 657 2,340 (42) 3,423 348 9,213
41,160 27,119 22,943 7,057 164,226 6,031 268,536
187,962 81,638 67,451 - - - 337,051
(19,201) (47,047)  (251,987) (992)  (182,516) (21,881)  (523,624)
(8,769) (14,806) (4,728) (81) (24,504) (2,129) (55,017)
473123 129,106 91,918 9,929 342,703 22,274 1,069,053
37,202 40,816 96,225 1,741 116,326 23,007 315,317
355 227 886 (13) 1,003 201 2,659
11,439 11,089 25,99 3437 87,126 3,91 143,048
(11,048) (19,794)  (104,160) (693) (67,872) (14379)  (217,946)
- (10,941) (2,231) (58) (7,751) (360) (21,341)
37,948 21,397 16,716 4414 128,832 12,430 221,737
435,175 107,709 75,202 5515 213,871 9,844 847,316
232,282 40,729 159,674 2,246 265,748 16,898 17,571
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13 Tangible fixed assets continued 13 BREEEE »
Company A
Leasehold  Furniture
improve- and Office Motor
ments fixtures equipment vehicles Total
LRI ES HRR WAE
£i& RE =16 pat A&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT BT BT B%Tr  A%Tr
Cost D%
At st April 2001 RZZET—FMHA—H 4,760 671 3,345 915 9,691
Additions NE 130 9 142 - 281
Disposals HE - - @) (585) (589)
At 31st March 2002 RZEZZF=A=+—H 4,890 680 3,483 330 9,383
Accumulated depreciation Z5H7E REE
and impairment
At 1st April 2001 R-ZEZ—FMNA—H 1,949 210 1,534 285 3,978
Charge for the year AEEHE 1,709 122 580 94 2,505
Disposals e - - (4) (265) (269)
At 31st March 2002 RZEZZF=A=+—H 3,658 332 2,110 114 6,214
Net book value IREFRE
At 31st March 2002 RZEE-F=A=+—H 1,232 348 1,373 216 3,169
At 31st March 2001 RZEZ—F=A=+—H 2,811 461 1,811 630 5713
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Notes to the Accounts = fEEB &t

13 Tangible fixed assets continued 13 BREEEE =
(a) The net book value of land use rights, leasehold land and (@) THfEAHE AT EEFZEREREESR
buildings comprises: s
Group
£H
2002 2001
PRC PRC
(excluding (excluding
Hong Hong Hong Hong
Kong Kong) Total Kong Kong) Total
H H
B8 (BBRM At BE  (BEBRIN =
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT B¥Tn B¥Ta BETxT BBt BB
Long leases RHMEAYE
(not less than (FLRETF)
50 years) 3,916 - 3,916 2,395 - 2,395
Medium leases HR TR A 2
(less than 50 (PRATHF
years but not BARDRAF)
less than 10
years) - 431,259 431,259 - 229,887 229,887
3,916 431,259 435,175 2,395 229,887 232,282
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14 Construction-in-progress 14 EREIR

Construction-in-progress comprises: ERTEAE :
Plant and Group
Properties under machinery under %8
development installation Total
BEPYE REPEEREH &t
2002 2001 2002 2001 2002 2001

HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000

BETR  BEMTR BETR  BETR B®TR BETR

At 1st April 2001 RZTE—F 149,115 31,529 50,869 24,237 199,984 55,766
MA—AH

Exchange

adjustment HNEFRE 1,406 - 507 - 1,913 -
Additions NE 143,532 122,514 43,521 48,222 187,053 170,736
Transfer to BEER

tangible fixed EEEE

assets (269,600) (4,928) (67,451) (21,590) (337,051) (26,518)
Disposal of a i

subsidiary NG - - (8,033) - (8,033) -
At 31st March 2002 RZZEZT =

=A=+—H 24,453 149,115 19,413 50,869 43,866 199,984

No interest expenses were capitalised in construction-in-progress REERTEAERTIREZFEETRERE -
at the balance sheet date.
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Notes to the Accounts = fEEB &t

15 Subsidiaries 15 HERFR
(a) Investments in subsidiaries (a) RBRARZIRE

Company
AT
2002 2001
HK$'000 HK$'000

BEFR  BETR

Unlisted shares, at cost FJEETRRD « BKA(E 2,327,875 2,327,975

The following includes the principal subsidiaries of the Company THBEBARNFEEREEFE X ZME AR -
which were directly and indirectly held by the Company and, in EERRLENMBRAHAREEEEGERER 3
the opinion of the directors, significant to the results of the year HERAEEEEFECAEP—HEEHS - EFRR
or form a substantial portion of the net assets of the Group. The FOIEHMMB AR AR g S| BRELK
directors considered that giving details of other subsidiaries would

result in particulars of excessive length.

Place of
incorporation/ Issued and fully
establishment paid up shares Effective
Company name = BERITR percentage holding Principal activities
AR B PR L b B BERBH RGOS FEEWK
2002 2001
Held dlirectly:
BERA
Legend (Beijing) Limited PRC HK$78,000,000 100% 100% Manufacturing and distribution
BB UL BRAR H B of computer products
and provision of
[T services
HERDHERER
RER AR RS
Legend (Shanghai) PRC HK$10,000,000 100% 100% Distribution of computer
Limited H B products and provision of
B (08 BARAR IT services

DIHEMRE MR EAR BRI
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15 Subsidiaries continued

(a) Investments in subsidiaries continued

Company name

NEEE

Held indirectly:
FERA -

Beijing Legend Software
Limited*
I REIER G ARA

Huiyang Legend Industry
Property Limited*

EEBBIENEERRA

Legend (Chengdu)
Limited
B8 (&) AR

Legend Computer
Systems Limited
BEERARARA

Legend (Huiyang)
Electronic Industrial
Co., Ltd.

ESBEETIEERAA

Legend Industrial
Development Co.,
(Daya Bay) Ltd.*

BEIXERER
(K& BRAT

Place of
incorporation/
establishment
31
XL 3 2

PRC
FE

PRC
FE

PRC
FE

Hong Kong
B

PRC
FE

PRC
FE

Issued and fully
paid up shares
BEBTR

B R

HK$5,000,000
B

US$2,040,000
e

RMB12,000,000
AR®

HK$2
B

HK$16,000,000
B

US$10,000,000
e

15 MEBAR &

(a) RIBRRZRE #

Effective
percentage holding Principal activities
FE(L IR D R 25 FEEK
2002 2001
100% - Systems integration and
distribution of IT products
ZOER R HEMBRER
100% 100% Property holding and
property management
HAERERYE
100% 100% Distribution of computer
products and provision of
IT services
DEEIE @ KR EE AR
100% 100% Procurement agent
and distribution of
computer products
RERBRIHERER
100% 100% Manufacturing of
computer products
B EMER
100% 100% Property holding and

property management

BAREEDE
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15 Subsidiaries continued

Company name

DR EHE

Legend (Shenyang)
Limited
B8 (8k%) AR AR

Legend (Shenzhen)

Electronic Company Ltd*

BRI EFBRRA

Legend (Wuhan) Limited*
B (2 BRAA

Legend (Xi An) Limited*
B8 (%) BIRAF

Shanghai Legend
Electronic Co., Ltd.*
HEBEEFERAR

QDI Europe B.V.

Quantum Designs

(H.K.) Limited

LEGEND ANNUAL REPORT 2001 =02 B84k

Notes to the Accounts = fEEB &t

(a) Investments in subsidiaries continued

Place of
incorporation/
establishment
521

X ST 3 2

PRC
FE

PRC
hE

PRC
FE

PRC
FE

PRC
FE

The Netherlands

P

1Ry 5]

Hong Kong
B

Issued and fully
paid up shares
BRTR
BERG

RMB10,000,000
AR

RMB10,000,000
ARE

RMB1,500,960
AR%

RMB10,000,000
AR

RMB20,000,000
N

NLG40,000
A

HK$2 ordinary and
HK$1,000,000
non-voting
deferred

2T TR R
751,000,0007T
BRI

15 MEBARE &

(a) RIBRRZRE &

Effective
percentage holding Principal activities
EiE R e FEEK
2002 2001
100% 100% Distribution of computer
products and provision of
[T services
DB @ IR E AR RS
100% 100% Distribution of
computer products
AEEREM
100% - Distribution of computer
products and provision of
T services
DB ME R MR EARERE
100% 100% Distribution of computer
products and provision of
[T services
DEBIE @ KR EE AR RS
100% - Manufacturing of
computer products
HEEKEM
100% 100% Distribution of
computer products
DIHBMESR
100% 100% Procurement agent and

distribution of

computer products
RERIE R

DIHBEEM



15 Subsidiaries continued 15 WE’D\E F-i

(a) Investments in subsidiaries continued (a) RIfBRATRZIRE &
Notes: Bt
(i) All of the above subsidiaries operate principally in their respective places of () BB FafE L A9 F BRI &5 -
incorporation or establishment.
(i) All the PRC subsidiaries are limited liability companies. They have adopted (i) FTBETREGHIE R A BEREFLF] o IFFEVERE -
31st December as their financial year end date for statutory reporting B QAN G FE+ A=+ —HAZEAL - (AIEHH—FF
purposes. For preparation of the consolidated accounts, accounts of these —FERCEEFGEARAR  ZENEARRAAEAR

subsidiaries for the 12 months ended 31st March 2001 and 2002 have been BEBBE=A=1+—H2Z 1T =AAHE%E -
used.
(i) The company whose name with a “*” is a direct transliteration of its Chinese (i)  REIEFEE > E - DHESIMELZFXER
registered name.
(b) Amounts due from/(to) subsidiaries (b) FEW () BT
The amounts are unsecured, interest-free and have no fixed UL R« RS REREEBFIEL o

term of repayment.

16 Investments in jointly controlled entities 16 AHEZFERZRE

Group
&5
2002 2001
HK$'000 HK$'000

AT T BT T

Share of net assets FrihEEFE 210,432 -
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16

Notes to the Accounts = fEEB &t

Investments in jointly controlled entities continued 16 RAREHEEZRE &
The following is a list of the principal jointly controlled entities at NTARZEE_F=A=1T—HZExEHRZEHNE
31st March 2002: BRE:
Place of
incorporation/
establishment Interest
Company name it/ held indirectly Principal activities
ARAMH [paveict BiEsaER FTEXK
2002 2001
FM365.com Limited (Note Ffi () British Virgin Islands 51% 100% Investment holding company of
ZEERATE Internet service business
NEEEELEBIREERAR
Leby Technology Company British Virgin Islands 50% - Investment holding company of
Limited (Note (ii)) HBERRHS contract manufacturing business
SuRE AR A () REeREEEB 2 REERAR
Notes: Bt
(i) Although the Group holds 51% issued share capital of FM365.com Limited, 0} HEIRAE [FHFBEFM365.com Limited 251% B #7772 - HEH
its board is jointly controlled by the Group and a joint venturer such that it is BRHAEE RS —EEEAERIES - EUL#1RA—FKHEE
regarded as a jointly controlled entity. This company holds 100% equity interests FEHIEEE o D AL RS = N TR B R 2 Al67100% A%
in Beijing Legend FM365 Technology Limited which provides Internet services # HEZRXBEREFEREEOELRY
in the PRC.
(i) This jointly controlled entity holds 100% equity interests in Hui Yang Legend (ii) U H R RE A RIS S E RS H IR 2 FIH100% A4 - HE
Computer Co., Ltd. which manufactures computer products in the PRC. ERE R RS BISES -
(iii) The company whose name with a “*” is a direct transliteration of its English (iii) RAEIEEE " %E  DHEEZMELZ EXER
registered name.
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17 Associated companies 17 BEE QT

(a) Investments in associated companies (a) REtEQRZRE
Group
£E
2002 2001
(Restated)
(&=27))
HK$000 HK$'000
BT T BT
Share of net assets FrihEEFE 152,972 127,240
Loans to associated companies, BERTHME R
unsecured giigt 51,834* 1,800
204,806 129,040
* Included in this balance is a loan of HK$50,034,000 which is bearing interest at * W IBfE AR B35 — B 650,034,000 2 B+ HEN KBS EEF
prime rate minus 0.5% per annum. The remaining balance is interest-free. EJH0.5% + HBEHEEF L -
The following is a list of the principal associated companies at RZEEZF=A=F+—HZEEBRERARWT ¢

31st March 2002:

Place of
incorporation/ Interest held
Company name establishment indirectly Principal activities
IR LA, R AL 3t B BESEER FEXK
Beijing CA — Legend PRC 20% 50% Software
Software Co., Ltd* i development
IR ARG ER AT TR
Legend Kingsoft British Virgin Islands 30% 30% Distribution and development
Holdings Limited RE#RARHS of software
SRR ILERAR AT DN E
Techwise Circuits Company Hong Kong 30.5% 85.5% Procurement agent and
Limited (formerly, Legend BB distribution of printed
Techwise Circuits Limited) circuit boards
RSB AR AR (I - REB IR R SHARBEIR
SEIERIB R AR AR
The Affiliated High School of ~ PRC 49% 49% Operation of education portal
Peking University & Legend BB Wk
Remote Education Co., Ltd.*
Jb A K AR B A8 R T2
HEBRAA
Yestock Ltd. British Virgin Islands 40% 40% Provision of Internet service
HEERRHE TR B BB AR TS
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Notes to the Accounts = fEEB &t

17 Associated companies continued

(a)

(b)

Investments in associated companies continved
Notes:

(i) The associated companies operate principally in their respective places of
incorporation or establishment, except for Legend Kingsoft Holdings Limited
and Yestock Ltd. which operate principally in the PRC.

(i)~ The company whose name with a “*” is a direct transliteration of its Chinese/
English registered name.

Loan to a related company — Company

The loan was granted by the Company in previous year to
an associated company of a wholly-owned subsidiary (2001:
loan of HK$114,308,000 to a subsidiary of the Company).
The amount is unsecured and bearing interest at prime rate
minus 0.5% per annum.

18 Investment securities

Equity securities, at fair value

feAES - AFE

17

18

B

(a)

I

REEARZREs

Rzt

() BEESULARAERAS BYestock Ltd, EEREEEE
WEAFE ERBEE B 2 M AT -

() RTFEBE v $E  PERERMBRZ X KXE
-

BEXRTF—EREELAT — 4F
HEERRHAARRFIGL T —REENE
RAMBERR (ZTEE—F : BERBE
114,308,0007C T AR AIH —RITE AT © It
BEREGBEREARFANERSERFER
0.5% °

BERE

Group
L3

2002
HK$'000

2001
HK$'000

BEFR  B%TR

Listed in Hong Kong REE L™ 238 238
Listed outside Hong Kong REBIFEIN = 19,271 77,697
19,509 77,935
Unlisted e 11,253 7,800
30,762 85,735
19 Inventories 19 #FE&
Group
£E
2002 2001
HK$'000 HK$'000
BT T BETIT
Raw materials R #L 395,518 510,911
Work-in-progress B 18,175 50,945
Finished goods BIRY SR 441,826 1,539,256
855,519 2,101,112

At 31st March 2002, the carrying amount of inventories that are
carried at net realisable value amounted to HK$43,094,000
(2001: HK$123,804,000).
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20

21

22

Amounts due from jointly controlled entities — Group 20 BERAEEHESEAR - &8

The amounts are unsecured, interest-free and are repayable on IR R EER - RS RWERBFTER
demand.
Accounts receivable 21 FEWERRR
At 31st March 2002, the ageing analysis of the accounts REZZEE_F=A=+—8 ' BREEFZ RS IT
receivable were as follows: N
Group
58
2002 2001
HK$’000 HK$'000

AT T BT

0 - 30 days TE=+H 611,064 1,248,743
31 - 60 days —+—HZEX+H 58,914 257,662
61 —90 days ~t—HENATH 5,715 62,752
Over 90 days N+HLE 2,651 176,695

678,344 1,745,852

Customers are generally granted credit terms of 30 days. Credit HEBAEBERNER  REREXNEFLZE30
terms for customers of systems integration business normally Z180RMEEEREIN - AREP—M=ZH30KE
range from 30 days to 180 days. FAHA -

Cash and bank balances - Group and Company 22 BERkiRTHES - KEERAF

Included in the cash and bank balances of the Group are Renminbi REE 2B e RFITEST - BIEEPEIERN AR
cash and bank deposits in the PRC of approximately I8 & MIRTTIF A A8 1746,392,00000 (ZFF
HK$746,392,000 (2001: HK$643,133,000). —4F : %643,133,0007T) °
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Notes to the Accounts = fEEB &t

23 Accounts payable 23 FEfTERRX
At 31st March 2002, the ageing analysis of the accounts payable REZTEZF=A=+—0 ' ENEFZRR T
were as follows: N
Group
&5
2002 2001
HK$'000 HK$'000
BT BT T
0 - 30 days TE=+H 1,101,100 1,754,351
31 - 60 days =t+—&=x1+H 177,413 136,744
61 —90 days AT—EZh+H 27,433 33,698
Over 90 days N+BUE 30,785 354,011
1,336,731 2,278,804
24 Long-term liabilities 24 REjEE
Group Company
58 AT
2002 2001 2002 2001

HK$'000 HK$'000 HK$'000 HK$'000

BEFR  BMTR R%TR BETE

Unsecured bank loans MR TE R - 813,084 * - -
Loans from minority MEBAT .z DER
shareholders of a RER HIFE@)
subsidiary (Note (a)) - 19,385 - -
Less: current portion of B KREHREZ
long-term liabilities FNFEREERE - (816,709) - -
- 15,760 - -
Deferred taxation (Note 25) iEFEFIIE (Kiz£25) 330 353 304 304
330 16,113 304 304
Note (a): The loans from minority shareholders are unsecured, bearing interest at prime Hist @) : WL ERBREARRBEEFEL - FFIERRITREEFFR
rate minus 0.5% per annum and repayable within 5 years. 0.5% ' 5FREF °
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24 Long-term liabilities continued
At 31st March 2002, the Group’s bank loans and obligations
under finance leases were repayable as follows:

Amounts repayable:

24 REIEE =

Bank loans
(unsecured)
RITER R )

2002
HK$'000

BETT

FMERE D -

2001

HK$'000
BT

Eo
A

RIBZ-F=A=+—H FTEEEERTERR
MERNER &

BT

Loans from minority
shareholders of
a subsidiary
—EMEARZ
LERRER
2002

HK$'000
BETT

2001

HK$'000
BT

On demand or within RRAMER
one year - 813,084* - 3,625
After one year but within —FEMEF
two years - - - 4,350
After two years but within MEERE
five years - - - 11,410
- 813,084 - 19,385
* This balance is related to Digital China Holdings Limited and its subsidliaries which * UELIBREERT BB RE N BB IR B IR A RE B A A (B R = FT—

were spun off from the Group on 1st June 2001.

25 Deferred taxation

Balance at the beginning

of the year
Disposals of subsidiaries
(Note 36)

Transferred from
profit and loss account

FNA—AFREAEE) -

25 RAEBIIE
Group Company
AT
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
BETT O BETL O BMTR AT
FHEH 353 641 304 304
HEMB AR - (115) - -
(MizE36)
353 526 304 304
ERBmk
(23) (173) - -
330 353 304 304
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26 Share capital

26 BRAE

Ordinary shares of HK$0.025 each

RS R AE%0.0257T
2002 2001
Number Number
of shares HK$'000 of shares HK$'000
BRAEE BETT REE BEFT
Authorised: EERA
At 1st April RMUA—H
and 31st March K=A=+—H 20,000,000,000 500,000 20,000,000,000 500,000
Issued and fully paid: BEITRAR IR -
At 1st April RmUA—H 7,513,962,108 187,849 7,401,203,524 185,030
Issue and allotment of shares BT REER ) - - 11,478,584 287
Exercise of share options il
(Note (b)) GEIY) 66,302,000 1,658 101,280,000 2,532
Repurchase of shares BRI
(Note () (FEE(0) (72,226,000) (1,806) - -
At 31st March R=RA=1+—H 7,508,038,108 187,701 7,513,962,108 187,849
Notes: Kiat -

(@)

Under the Company’s Employee Share Option Scheme adopted on 18th January
1994, the Company granted options to employees (including directors) of the
Company or its subsidiaries to subscribe for shares in the Company, subject to a
maximum of 10% of the issued share capital of the Company from time to time.
Options granted are exercisable at any time during a period of ten years from the
date upon which the option is accepted. The subscription price of the option shares
is the higher of the nominal value of the shares and an amount which is 80% of
the average of the closing prices of the shares on the five trading days immediately
preceding the date on which the offer is made.

During the year, 32,000,000, 7,910,000, 174,000, 25,712,000 and 506,000 shares
were issued at HK$0.459, HK$2.876, HK$2.904, HK$4.038 and HK$4.312 per
share respectively as a result of the exercise of share options of the Company.

During the year, the Company repurchased 72,226,000 ordinary shares of HK$0.025
each on The Stock Exchange of Hong Kong Limited at an aggregate price of
HK$263,761,000.

Please refer to the Directors’ Report for the details of repurchase of shares and
share option scheme.
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(a)

(0

REAXTN—ANEEF— A+ N\BRAZBIRESE - A2
RERTARASEMBAR 2 RS (BIEEF) BIHE - B
RS TSBBANREEITREZ10% @ K 2 BAER &
EERGEE AR T ENRERTTR - BRI 2 REE
ZROEERERBRER L R RER S AR 2 FHK
TEO%MEN ZBETH °

FA - BRITEARDRIERREFTET 2 i1 /32,000,000 -
7,910,000 * 174,000 * 25,712,0005506,00088%(5) + 5 BIAS
#0.4597T  E#52.8767T + BWE2.9047T + BHEA.038TT KB
431270817 ©

FR - ARRLABERERE263,761,000T R BB AR ST
BIRARIHED72,226,000/% BEEE#0.0257T 2 FilA

BRABEEG RBRE R ZFE  FEHESEHREE -



27 Reserves

27 f#E

2002
HK$'000

BT

Group
]
2001

HK$'000
BETFT

Company
RF
2002

HK$'000
BT

2001

HK$'000
BETFT

Share premium account

As at 1st April
Issue of new shares
New issue expenses

As at 31st March

Surplus arising on
consolidation

As at 1st April as
previously reported

Effect of adopting
SSAP 31

Divestment of interest in
an associated company

As at 1st April as restated
Goodwill arising from
acquisition of subsidiaries
and associated companies
Goodwill written back/(off)
arising from disposal of
subsidiaries and an associated
company
Divestment of interest in
an associated company
Transfer from other reserve
Effect of adopting
SSAP 31
Reversal of transfer
from other reserve

As at 31st March as restated
Exchange reserve

As at 1st April
Movement during the year

As at 31st March

R RE R

REA—H
BATHAAD
BT B R

R=R=+—H

GEREREL
2Bk

RIUA—HB » 2Rl
FT2%
Rt BB ER
FEIF I E
BMOR—R
B NRIMIRE

REA—8 - &3
G =N
K — R &N R
EECEE
HEMBATIR XK
% N TR
(k) 2 P2

MPR—R
BERENERE
AMREEA
Ravest ERER
ENFHE
FREREE A
HEEA

R=RA=+—H8 &5
ER R

RMEA—H
Fng

R=ZA=+—H

4,589,893 4,403,611 4,589,893 4,403,611
142,291 186,351 142,291 186,351
- (69) - (69)
4,732,184 4,589,893 4,732,184 4,589,893
- 32,933 - -
165,921 281 - -
5,794 - - _
171,715 33,214 - -
- (199,279) - -
22,897 (373) - _
- 5,794 - -

- 166,719 - -

- 165,640 - -
(166,719) - - -
27,893 171,715 - -
336 1,464 - _
3,819 (1,128) - _
4,155 336 - _
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27 Reserves continued

Investment revaluation
reserve

As at 1st April

Deficit in fair market value
of investment securities

Revaluation surplus on
spin-off of DCHL

Reserves transferred to
(accumulated losses)/
retained earnings on
spin-off of DCHL

Reserves realised upon
disposal of investment
securities

Transfer to other reserve

Reversal of transfer to
other reserve

As at 31st March

Share redemption reserve

As at 1st April

Movement during the year

As at 31st March

Total

REEMRE

RMEA—H
REEHNFME
ER
B DA S T E
H B R
BN mEs
(REHER) RBEF

HEEERE Y
SR

HEH MR
HEBERD
i

27 f#fE =

2002

HK$’000
BETT

(36,058)

(13,518)

63,091

Group
&8

2001
HK$'000

BT

70,005

(6,914)

(63,091)

Company

2002

HK$’000
BETT

109,131

DF
2001

HK$'000
BETT

(109,131) -

R=ZRA=+—H

Rt BB

RKMA—A
FXED

13,515

1,806

1,806

R=A=+—H

1,806

1,806

o>

A

4,779,553

4,761,944

4,733,990

4,589,893
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28 (Accumulated losses) /retained profits 28 (RFTEER) MREEF
Group Company
&8 AF]
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
BET T BT T BET T BT T

(Accumulated losses)/ (BREtER)

Retained profits RE BRI
As at 1st April as previously ~ REIA—HB -« 102 5]

reported FT25l 30,866 347,135 378,388 457,600
Effect of adopting Rne T ERERER

SSAP 9 (revised) (B{E5]) 2 & 989,730 133,510 989,730 133,510
Effect of adopting Ring s ERLER

SSAP 29 F R B (1,887,850) (1,306,973) - -
Effect of adopting RN T EREREIR

SSAP 31 pd-7 (199,617) (33,977) - -
As at 1st April as restated RMA—A -+ E5 (1,066,871) (860,305) 1,368,118 591,110
Dividend paid and B RIEN

payable e (1,103,116) (216,452) (1,103,116) (216,452)
Repurchase of shares BOm (263,761) - (263,761) -
Profit for the year FR=H 1,044,900 113,514 752,933 993,460
Transfer to other reserve s H G - (103,628) 109,131 -
Reversal of transfer to REEE E HoA

other reserve 103,628 - - -
As at 31st March R=A=+—H 57|

as restated (1,285,220) (1,066,871) 863,305 1,368,118
Representing: R& -

Special interim BORSAREIRE

dividend proposed - 808,000 - 808,000

Final dividend proposed BRARHRE 271,051 181,730 271,051 181,730

Other Hith (1,556,271) (2,056,601) 592,254 378,388
As at 31st March as restated W=A=+—H ' &% (1,285,220) (1,066,871) 863,305 1,368,118
Company and its subsidiaries A7) & E B A (1,275,955) (1,061,829) 863,305 1,368,118
Jointly controlled entities HEZEHEEE 8,468 - - -
Associated companies SH/NE] (17,733) (5,042) - -
As at 31st March as restated ®W=A=+—H ' &% (1,285,220) (1,066,871) 863,305 1,368,118
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Notes to the Accounts = fEEB &t

29 Related party transactions 29 BRALRES
Saved as disclosed elsewhere in this set of accounts, the Group FRIEZNER B RSB E RSN - AEBTE—REKTE
had the following material related party transactions in the normal THERBEALRS :

course of business:

2002 2001
HK$'000 HK$'000

ik BT T

LHL AR AR AR

(the ultimate holding company): (BRI A E])

Management and maintenance fee EIERHIEER - 468

Acquisition of a subsidiary BE BT - 102,810

Disposal of properties HEWE - 1,490
Right Lane Limited FAARAA

(a substantial shareholder) (FZEHR) -

Rental and management fee HerkEREBH 1,020 1,320
Legend Properties (Daya Bay) Co. Ltd. §EA8 5 i (RER/E) AR A A

(a fellow subsidiary): (—RRARMBAR) :

Rental expenses e - 3,716
Minority shareholders —EEREZ

of a subsidiary: DERER

Interest expense (Note 6) FEFX (HizEe) 817 1,419
D-Link Group (group companies RAEE FEAEEA

of a minority shareholder of M ARz DEARR

a former subsidiary): ZEERA) :

Purchase of goods REEY 61,859 221,602
DCHL Group (associated companies TSR LRGeS il ¢/N]

of the ultimate holding company) BIEE= A A])

Rental and management fees HeRERER 2,813 -

Purchase of goods wEEw 13,519 -

Techwise Circuits Company Limited and R =& AR AT
its subsidiaries (associated companies):  MEKE AR @A AF]) ¢

Purchase of goods HEED 15,255 -
Beijing Legend FM Science and bR B AR R SRR B IR A A

Technology Company Limited (—xRRAEHBAF) :

(a fellow subsidiary): BRREAE

Account access fees 50,330 -
Shenzhen Legend Science Park BRI R E B R AT

Company Limited (—RKRARKMBAT)

(a fellow subsidiary): e

Rental 3,088 -
Beijing Legend FM365 Technology IEREE = N AR AR AT

Limited (a jointly controlled entity): (—HKHEEHEEE

Technical consultancy fees =k 176 -
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29 Related party transactions continued 29 BRAALRE =
The directors are of the opinion that the above transactions were EERR LS THE— MR EFTIRR —REE G

conducted on normal commercial terms in the ordinary course HET o
of business.
30 Banking facilities 30 RITEE

At 31st March 2002, total banking facilities granted to the Group R-BE—F=-A=+—1  KEB A SHAETE
amounted to approximately HK$2,485,000,000 which were BAaEEL) B 485,000,0007T + WA R E R —

secured by one or more of the following: TH s} % TH A VER IRIE(R ¢
(@) Cross guarantees provided by certain subsidiaries; and (@) HETHBARREEMER: &
(b) Guarantees provided by the Company. (o) FANDFHRM Y EF -
At 31st March 2002, the amount of facilities utilised by the Group A—EE—HF=A=+—0  AEECEFHBIHETE
amounted to approximately HK$419,000,000. B aEaL) A 419,000,0007T
31 Commitments 31 FRiE
(a) Capital commitments (a) BAGEIE
Group
£E
2002 2001
HK$’000 HK$'000
BT T BT T
Contracted but not provided for EETAE R
Property, plant and equipment M - HES R ERE 28,850 -
Investments wE 183,082 -
211,932 -
The Group’s share of capital REE RS il
commitments for property, plant LASNZ B N B 2 D3
and equipment of associated WeRs M35 2 BN
companies not included in the AENAT
above is as follows:
Contracted but not provided for BETHB RS 1,060 -
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Notes to the Accounts = fEEB &t

31 Commitments continued 31 R =
(b) Commitments under operating leases (b) REFRNELE
At 31st March 2002, the Group had future aggregate MRZEZ_F=A=+—H AEERTEER
minimum lease payments in respect of land and buildings B T REF 2 EEROT 2 KRR EHEE
under non-cancellable operating leases as follows: RERIAT
2002 2001
Restated
57
HK$'000 HK$'000
BT T BT T
Not later than one year BB —F 65,792 74,752
Later than one year but —FERF
not later than five years 75,620 70,994
Later than five years A T - -

141,412 145,746

(©) Asat 31st March 2002, the Group had outstanding foreign (0 R-ZBEZ-_F=FA=+—H KEBHAF I

contracts amounted to approximately HK$56,000,000 JEA 4R YE4)E 8 %56,000,000 T (ZFE—
(2001: Nil). F ) o
32 Contingent liabilities 32 HREE
(a) The Company has executed guarantees with respect to (@ ARAFEMBETEMBARZRITRIEELIE
banking facilities made available to its subsidiaries. As at R - RZZEZ_F=A=+—HEETKIA
31st March 2002, such facilities granted and utilised ZYERD RIRA) BB 2,485,000,000 T KB B
amounted to approximately HK$2,485,000,000 and 419,000,0007T °

HK$419,000,000 respectively.

(b) The Company has issued letters of guarantee to the suppliers (b) RABIEELERS THWB AT HE

and vendors of its subsidiaries. As at 31st March 2002, the BeR-_EE-_F=A=+—HERTLAD
guarantee granted and utilised amounted to approximately Az R D BIRE A48 %854,000,0007T A
HK$854,000,000 and HK$272,000,000 respectively. #272,000,0007T °
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33 Reconciliation of operating profit before taxation to net

cash inflow from operating activities

Operating profit before taxation

Share of losses of
associated companies

Share of profits of jointly controlled
entities

Interest income

Interest expense and finance charges
under finance leases

Depreciation of tangible fixed assets

Amortisation of goodwill

Impairment loss of goodwill

Loss on disposal of tangible fixed assets

Provision for impairment of fixed assets

(Gains)/losses on disposal of subsidiaries,

associated companies and

investment securities
Decrease/(increase) in inventories
Increase in accounts receivable,

deposits, prepayments

and other receivables
(Decrease)/increase in accounts payable,

accruals and other payables

Net cash inflow from operating activities

ERBERTAR 2 7
(=Nl

FEAE RIS B §8 2 m A

FAISCLON
MBS R BEL
ZENBEER
BREEEENE
AR EEE
HERLEEEEZER
Bl E & E R A%
HEMBAR - BERFR
BHFREZ
(kezt) /518
FERD
EWERT - e
AN FIR KM
JEUTBRFRIE AN
FERRRTK - FERT B K&
HA R Ol ) 1 hn

RERBGH S FH

33 BRBAKEBFNRBEXRBMERSFRYRR

2002 2001
Restated

]

HK$’'000 HK$'000
BT T BT
1,081,194 162,556
12,979 6,628
(8,468) -
(67,360) (103,214)
11,785 33,516
143,048 123,359
- 580,877

- 165,640

1,440 31,963

- 6,946
(164,240) 1,338
261,620 (383,341)
(215,908) (753,914)
(246,600) 898,589
809,490 770,943
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Notes to the Accounts = fEEB &t

34 Analysis of changes in financing 34 BESBHM

2002 2001
Share Loans and Share Loans and
capital finance capital finance
(including Minority lease  (including Minority lease
premium) interests obligations premium) interests  obligations
& SRR EBERREHK (&N PYRE  BRRUE
(B3ERE) Es HHEE (REEE g HRHES
HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000
BT BT B¥Tr ABETxc BT BT
Balance at the FHEF
beginning
of the year 4,777,742 74,458 832,469 4,588,641 10,506 189,534
Minority interests’ D EIZE
share of profits R R R
and exchange M IRRHNERE
reserve = - 13,202 - - 29,886 -
Increase in minority A EAF R E R
interests o - 4,364 (4,364) - 34,287 -
Increase in RITERIE N
bank loans - - 121,495 - - 633,645
Disposal of WEBARZHE
subsidiaries - (84,974) (944,760) - (221) (7,477)
(Decrease)/increase L EETH
in loans from &5k
minority OB /1 mn
shareholders - - (4,840) - - 19,385
Payments of capital (BB L
element of N
finance leases - - - - - (2,618)
Issue of new shares  ZE1THTD 143,949 - - 87,068 - -
Issue of new shares  2%77JFIR &
for non-cash REFRHD
considerations - - - 102,102 - -
Consideration for 1% BlE 2 KB
the repurchase
of shares (263,761) - - - - -
Repurchase of BREm
shares out ElfiEg e
of retained
profits 261,955 - - - - -
New issue expenses — Z1TR (5 & F - - - (69) - -
Balance at theend — F#R&ETF
of the year 4,919,885 7,050 - 4,777,742 74,458 832,469
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Cash and bank balances

B MIRTTREER

35 Analysis of the balances of cash and cash equivalents 3B BERZFAREHEFIN

2002 2001
HK$'000 HK$'000

AT T BT

2,441,169 2,633,651

36 Disposal of subsidiaries

36 HEKNBAR

2002 2001
HK$'000 HK$'000
BT BT
Disposal of net assets HEBEFE
Fixed assets BEEEE 305,678 5,636
Construction-in-progress IR 8,033 -
Accounts receivable FEUBR TR 1,311,570 136,085
Inventories FE 983,973 49,939
Prepayment, deposits and TEREER - Bk
other receivables H A e TR 205,692 16,558
Cash and bank balances 0 RIRITHERR 356,261 41,932
Accounts and bills payable [ ARESEYS Y ARES (794,216) (102,306)
Accruals and other payables JEATE R R H A ERR (449,398) (122,070)
Bank loans RITER (944,760) (7,477)
Deferred taxation IRIERE T - (115)
Minority interests DER R ER (84,974) (221)
897,859 17,961
Reserve on consolidation GABELEZREE - (373)
Gains/(losses) on disposal HEZ W (E1E) 155,538 (1,338)
1,053,397 16,250
Satisfied by: XA
Cash and cash equivalents RehERK2 229,021 16,250
Dividends payable FERT AR 2 808,538 -
Investments wE 70,899 -
Accruals JEETE R (55,061) -
1,053,397 16,250
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Notes to the Accounts = fRE Kz

37

Analysis of the net outflow of cash and cash equivalents 37 HEMBARFMECRERERRSTFEIN
in respect of the disposal of subsidiaries

2002 2001
HK$’000 HK$'000
BT T BT
Cash consideration BeRE 229,021 16,250
Cash and bank balances disposed of HE 2R MIRTTAR (356,261) (41,932)
Net outflow of cash and HEHTE AR
cash equivalent in respect of FifEz e Kk
the disposal of subsidiaries FER[LFE (127,240) (25,682)
38 Acquisition of a subsidiary 38 UWEBHE A
2002 2001
HK$’'000 HK$'000
BT T PEETIT
Net assets acquired BEWEFEE
Tangible fixed assets BRETEE - 97,789
Inventories FE - 811
Accounts payable and accruals JERTERF BT & - (738)
- 97,862
Goodwill arising from acquisition Wk E - 4,948
Satisfied by: YRR
Cash Be - 102,810
39 Ultimate holding company 39 BAERANTE

The directors regard B8k BFR A 7], a company established
in the PRC, as being the ultimate holding company.
40 Approval of accounts 40
The accounts were approved by the board of directors on 23rd

May 2002.
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Unaudited Proforma Consolidated Profit and Loss Account = A RBREEZHELBER

For the year ended 31st March 2002

Turnover

Earnings before interest,
taxation, depreciation

and amortisation expenses

Depreciation expenses
Amortisation of goodwill
Impairment loss of goodwill
Interest income

Gains/ (losses) on disposal
of subsidiaries,
associated companies
and investment securities

Profit from operations

Finance costs

Share of profits of jointly
controlled entities

Share of losses of associated
companies

Profit before taxation
Taxation

Profit/(loss) after taxation
Minority interests

Profit/(loss) attributable to
shareholders

Dividends
Earnings/(loss) per share

— Basic
— Fully diluted

BRAIE - R
IrE BB AT

Sl
FEER
Bk i
AEREEE
FBHA
HEMBAR -

BEAT
BHRAL
ezt (518D

il

&R

JEfE KR

7 RS A
i ey
NRER

/|

o o7

[

\

R 75 A g

HiIE

BEERS (EEB)
DR

B SR PR R, (E518)

LR

FREHN, (B518)
—H K
—2E#E

HE—

PEoF=A=t—ALFE

2002 2001
(Restated)

(&%)

HK$’'000 HK$'000
BT T BT T
19,267,384 18,665,139
972,580 739,820
(137,980) (104,964)
- (580,877)
- (165,640)

66,664 139,767
164,240 (1,338)
1,065,504 26,768
(1,676) (18,247)
1,063,828 8,521
8,468 -
(12,979) (6,628)
1,059,317 1,893
(23,092) (19,156)
1,036,225 (17,263)
(9,768) (10,944)
1,026,457 (28,207)
383,897 264,674
13.61 centsfilll  (0.38) centsfll
13.55 centsfilll  (0.38) centsfll

The unaudited proforma consolidated results of the Group for
the years ended 31st March 2001 and 2002 have been prepared
as if the spin-off of DCHL Group had been completed as at 31st

March 2000.

AEEBE-—TTFA_ZTT-_F=ZA=+—HIt
FEZACEZBERAER  MBEDIRER SN
HBERARN —_TTETFE ==+ HELZEXMF

2o
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Five-Year Financial Summary = EEHEHFE

The following table summarises the results, assets and liabilities

TRAREEBRENEAMRFREZ¥E BERAR

of the Group for the last five financial years. e -
Proforma
note (i)
ﬁi%
Hitz()
2002 2001 2000 1999 1998 1998
(Restated) (Restated) (Restated) (Restated) (Restated)
(@31) (&51) (&30) (&51) (&31)
HK$'000 HK$'000 HK$'000 HK$'000
BETRT AR BETTL AR
Turnover ] 20,853,254 21,219,212 17,449,649 11,633,573 5,870,993 7,995,327
Earnings before interest, BRAE - BE
taxation, depreciation wEREEA
and amortisation expenses TR 1,008,938 970,700 603,278 384,940 194,800 380,973
Depreciation expenses NEER (143,048) (123,359) (93,275) (72,198) (43,455) (51,428)
Amortisation of goodwil B - (580,877) (580,877) (580,877) (145,219) (145,219)
Impairment loss of gooduwil BEREEE - (165,640) - (33,977) - -
Interest income LN 67,360 103,214 16,373 13,620 15,601 18,997
Gains/ (losses) on disposal HERBAR
of subsidiaries, N
associated companies REFREZ
and investment securities &/ (B8 164,240 (1338) - - - -
Profit/loss) from operations mEEH/ (B8 1,097,490 202,700 (54,501) (288,492) 0727 203,323
Finance costs YBER (11,785) (33,516) (41456) (46,273) (88,986) (114,121)
1,085,705 169,184 (95,957) (334,765) (67,259) 89,202
Share of profits of jointly [l RIS
controlled entities ERiEM 8,468 - - - - -
Share of (losses)/profit of [E(hRE
associated companies AR (B8) /&F (12,979) (6,628) 2,803 394 74 (255)
Profit/{loss) before taxation BHRAEH/ (5B 1,081,194 162,556 (93,154) (334,371) (67,185) 88,947
Taxation HE (23,092) (19,156) 3,152 (4.958) (5,469) (29,659)
Profit/(loss) after taxation BHREEH/ (5B 1,058,102 143,400 (90,002) (339,329) (72,654) 59,288
Minority interests DERRER (13,202) (29,886) (9,986) (258) 700 674
Profit/loss) attributable TR E(RRR
to shareholders (E8) 1,044,900 113,514 (99,988) (339,587) (71,954) 59,962
Total assets BEE 5,691,737 8,027,993 6,739,674 4,688,627 5,155,007 5,155,007
Total liabilities (including EaE(RE
minority interests) DYk RER) 2,009,703 4,145,071 2,906,655 2,433,700 4,896,334 4,896,334
Net assets EERE 3,682,034 3,882,922 3,833,019 2,254,927 258,673 258,673
Note: Hiat -

(i) The proforma results of the Group for the year ended 31st March 1998 have been
prepared on a combined basis as if the acquisition of Legend (Beijing) Limited had
been completed on 1st April, 1997.
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