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lenovo s

Technology sets you free

For Legend, 2002 was a year of technological innovation. The Group
is committed to applying the latest technology to deliver the very best
products and services. By totally satisfying our customers’ needs, we
will make better life and work styles, and create a freer, richer and
more efficient environment. These achievements are well embedded
in Legend’s new logo femowo 225 |

“lenovo” meant to communicate a key facet of Legend’s profile. The
initial “le” presents the connection with “Legend”, while “novo” is a
Latin word meaning “innovation and novelty”. The combination has
created a word capturing the sense of Legend as a highly progressive
and innovative company. The new logo also represents Legend’s four
superb attributes, including “Trustworthy”,“Innovative and Energetic”,
“Superior Professional Services” and “Easy”.
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FINANCIAL | 81 %5 1 2
HIGHLIGHTS

2003 2002¢ Increase /
(HK$m) (HKSm) (Decrease)
(B EET) (BEBE&ET) %/ Of)
Operating Results FG—E
Turnover et 20,233 19,267 5.0%
EBITDA BRFLE - BiIE - ER
AR A 1,175 973 20.8%
Profit before disposal of investments B ERE AR 1,044 862 21.1%
Profit attributable to shareholders IR R A ) 1,017 1,026 (0.9%)
Earnings per share - fully diluted (HK cents) TGRAEF - 2EEE (B 13.54 13.55 0.1%)
Financial Position BREAR R
Total assets BERE 6,756 5,692 18.7%
Cash reserves ReFE 2,808 2,441 15.0%
Shareholders’ fund BRRES 4,189 3,682 13.8%
Financial Ratio R R
ROA (Return on assets) (%) BEBHRE (%) 14.5 17.0 (14.7%)
ROE (Return on equity) (%) ARER Bl (%) 25.6 30.3 (15.5%)
Current ratio (times) MENLLE () 2.1 2.2 (4.6%)
Others Hity
Interim dividend (HK cents) FHEARR S (BL) 1.8 1.5 20.0%
Proposed final dividend (HK cents) BORAKARIRS (B 3.0 3.6 (16.7%)
Proposed special dividend (HK cents) BRI S (BAL) 5.2 - N/A

Corporate IT business

53.4% M pxmyn

33.7% %O%SHH;%%T business
| Handheld device business
| T1% Fikees

IT service business

0.9% M rregiss

Contract manufacturing business

49% W ZEmexy
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CHAIRMAN'S | £ Bl & &
STATEMENT

For most IT businesses in China and throughout the world, 2002 was a year
of unease yet memorable. The global IT industry remained mired in stagnant
markets. Even in China, while GDP growth reached a phenomenal 8%, the
industry suffered a sluggish growth level seldom seen in recent years.

Despite the stalled global situation, | am delighted to report that the Group
continued to solidify both of its growth momentum and the leadership position
in the market. During the fiscal year, the Group achieved rapid profit growth,
which attained all the targets we set at the beginning of the year. Even more
encouraging were the Group’s technological innovations, evidenced by the
“Legend World 2002” convention and the roll out of the supercomputer. As
Chairman of the Board, | am deeply impressed by the remarkable
performance of our young management team, headed by Mr Yang Yuanqing,
over the course of the challenging year.
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For most IT businesses in china

and throughout the world,
2002 was a year of
unease yet memorable.
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Liu Chuanzhi Chairman
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| believe that the ongoing development of new and cutting-edge technology
will continue to play an ever significant role of IT industry in contributing to
the social development and economic growth around the world. The global
slowdown of the IT industry over the past two years was, | believe, only
temporary, and reflected an underlying need of the IT industry for continued
transformation and innovation. Though SARS (Severe Acute Respiratory
Syndrome) affected China’s information industry for the short-term, it is
expected to stimulate and accelerate IT’s applications at home as well as in
business. The continued growth of China’s economy will certainly generate
opportunities for its IT industry, and lay a solid foundation for the Group’s
future business development.

The ultimate goal of the Group is to become a vibrant and long-lasting
enterprise. With the energy and devotion of the Group’s management,
together with their entrepreneurial spirit and innovative business strategies,
| am confident that we are well on the journey of creating substantial returns
for our shareholders in the long-run.

é/a (/%M// 2’4,‘

Liu Chuanzhi

Chairman
Hong Kong, 28th May 2003
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CEO'S| CEO
INTERVIEW
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Which aspect of the
This would have to be the Group’s progress @Eﬁ%ﬂim— FEREN—F - BAR
technological innovations that we over the past year do FE B85 RERENERETE
achieved. During the year, one of BRI G T %18
the most B AEES NE
you see as the mos - = | mmemsorze
significant? REFREER

FEE At ERE
g i ?
RHRATER BBEEANMERIL

was the first computer in China to achieve a computing speed of 1,000 = 4 BE AR 5 258 A 1 gt
GFLOPS (Giga Floating Operations Per Second), an achievement that placed AL - WHERBRS AR T B ATS00BE TSP L
it 43rd in the global Top 500 supercomputer list. Our technological innovations JBA30L ° 2002F B AR BHEBIFTK REE - HF)
achieved significant results in 2002. In total, we applied for 371 patents, a HEAF S - BHPEIATTH © 20028 FEIER
record for the Group and an achievement which placed us in China’s top FRRFI7 I - ERBRAFRET1941

ten list. Of these 371 patent applications, 194 were invention-related.

the Group’s most important

achievements was its launch of the
supercomputer in last August. This

The most significant progress
would have to be the

i -—*—- I technological innovations
— " ‘ that we achieved.
- | BE—F
HERAEEENER
EEEMRIFT -

T ZIRRBIERTL ©

Yang Yuanqing President and Chief Executive Officer
BB BHFREEHNTE



With the decline of the turnover in China’s hardware market over the past
fiscal year, we adopted a profit-centric strategy. The Group’s traditional PC
business continued to record remarkable profit growth. In the second quarter
of 2002, sales volumes of our desktop computers ranked for the first time
amongst the world’s top five PC vendors, with consumer PCs achieving
global top three status. Sales of server products also recorded spectacular
growth, ranking seventh in the world. In September 2002, our “Supremia
9220” and “Kaitian 6800” models were awarded “2002 Intel Innovative PC
Award”.

The advances in technology and value-added services also enabled us to
achieve important breakthroughs in new businesses. For example, our digital
products business has expanded at an astonishing speed, growing ten times
faster than in 2001. Consumer printer sales were also impressive, with our
printers becoming the top seller amongst all local Chinese brands, and with
product lines embracing both high-end and low-end markets. Our digital
cameras also recorded strong sales, surpassing our expectation and
becoming the second best seller in China’s digital camera market. Our IT
service business made a strong start with the “Three-horizontal and Four-
vertical” framework. Our mobile handset business was successfully launched
at the beginning of the year, and has recorded operating results that
surpassed initial expectations.

“Legend World 2002” was a powerful showcase for the Group’s technological
strengths, and was a starting point for our “Technology Era”.
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CEO’s Interview | CEO 75 7

What is the value of
your brand? Why
did you change
Legend’s logo?

Looking back to the development of
“Legend” from a mere product name
to a strong brand name today, it is

clear that branding has played a

significant role in our development.

And we always recognise the importance of establishing our own brand.
From early days between 1984 when the company was founded, to around
1990, the first generation of Legend staff started our branding effort through
the commitment to their standards of integrity and business practices, which
laid the foundation for a clear, positive brand image. Since 1990, we have
successfully established and developed the “Legend” brand, along the way
adopting more professional brand management and better strategies which
have enriched the brand’s intrinsic values and established it as a cornerstone
for future success.

Our brand embodies four superb attributes. As a corporation, we aspire to
be “Trustworthy”, “Innovative and Energetic”, “Superior Professional
Services” and “Easy”. “Trustworthy” represents the innermost core value of
our brand, while the need to offer “Superior Professional Services” is like a
DNA code built into every staff member. “Innovative and Energetic” speaks
of vitality, of the urge to constantly innovate, to swiftly and flexibly adapt to
customers’ needs, and to continuously roll out advanced products and
services. Finally, “Easy” refers to our commitment to user friendliness,
incorporated into every aspect of the product design and development

philosophy.

| believe our brand value is built by our hard work and track record. Every
employee is a representative for our brand. Of course our brand value
ultimately has to be experienced and appreciated by society and our
customers. On top of the ceaseless effort of different generations of our
staff, the support given by our society also places an indispensable role in
our brand value. Our goal is to leverage our strengths and make Legend a
famous and respected brand not only in China but also all over the world.
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To further develop our brand and make it more consistent with our long-
term strategic vision, last year we initiated a comprehensive reassessment
of our brand strategy, eventually deciding to adopt a single brand structure.
Since our original English brand name “Legend” has already been registered
by businesses in many countries, we started to change our logo from
“Legend” to “lenovo” from April this year. This change is also a preparatory
step for our planned expansion into international markets. “lenovo” represents
“an innovative Legend”, and is a name that | believe will better represent our
increasingly diversified business development and better reflect the unique
attributes of our brand value, paving the way for our brighter future.

What do you
consider to be the
Group’s core
competence?

From fundamental and long-term
perspective, our corporate culture and
management capabilities are the most

important core competence. We have
drawn on 19 years of effort and experience
to arrive at the management system and corporate culture of today, and these
two elements are undoubtedly key factors that have contributed most to our
growth in the past and our solid business foundations.

Our corporate culture is the crystallisation of the ideology, the wisdom, and
the experience of two generations of our staff. Our core values are
summarised in four slogans: “Serving Customers”, “Accuracy and Truth
Seeking”, “Trustworthy and Integrity” and “Innovative and Can Do Spirit”.
These phrases precisely summarise the unique features of our corporate
culture. “Trustworthy and Integrity” is at its root, representing the fundamental
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CEO’s Interview | CEO 75 7

ethic and essential ingredient for nurturing systematic and transparent
management processes. As a people-oriented company, Legend has a
mission to provide its staff with the greatest possible scope for personal
development, leading to enhancement of value and improvement of work
and life quality. Our staff incorporate their personal aspirations into the
company’s long-term development.

We are an organisation that is managed by rules rather than by any single
individual, and we operate according to comprehensive objectives, appraisal
and incentive systems. Our capabilities also enable us to quickly put together
a capable and powerful task force, armed with strong leadership skills and
ready to react to the ever-changing needs of the market.

From business perspectives, our understanding of the market and our ability
to react swiftly to its changes is another of our core competences, and is
reflected in our customer-oriented, user-friendly product designs and services.

What are the “Collaborating
Applications” that you
introduced at “Legend

World 2002”? What are your
strategies for achieving these
“Collaborating Applications”?

Collaborating
Applications is our
vision for technological
innovation over the

next five to ten years,

and is one of our most
important technology
strategies. The biggest problem with personal information terminals,
corporate information applications and social information services is the
disconnection and isolation of applications, leading to considerable wastage
of resources. To tackle this problem, we introduced the concept of
Collaborating Applications.
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The concept behind Collaborating Applications is threefold. (1) Collaborating
Applications for personal information terminal devices. We believe that by
using a standard protocol, different personal information terminals such as
electrical appliances, telecommunications products and computers, can be
functionally connected and share resources and services. (2) Collaborating
Applications for corporate IT systems. This allows the enhancement of
applications and structural management. This will in turn result in optimum
sharing and utilisation of resources through centralised management of
fundamental structures and dynamic optimisation. (3) Collaborating
Applications for communal information systems. These will enable T service
providers to provide enterprises, organisations and individuals with the
applications and services in a more effective and convenient manner, through
their worldwide IT infrastructure and application resources.

We have made some progress in the field of Collaborating Applications.
For instance, we have developed a Collaborating Terminal Protocol for
personal information terminals whereby different terminals preset with this
protocol, whether they be electrical appliances, telecommunications
products, computers or other such objects, can connect through the Internet
to create new functions and applications. We believe Collaborating
Applications for personal information terminals is a vital step towards 3C
convergence, and offers great potential for future development.

We also believe that to promote and ultimately translate the Collaborating
Applications into a widely accepted reality, it is essential to have the active
involvement and investment of parties as many as possible that share the
same vision. We welcome any opportunities to cooperate with other
institutions in China or overseas to embrace a new era of Collaborating
Applications.
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What is your view
on the future trend
for IT market in
China?

Most market participants believe that
the slowdown in the growth of China
[T industry over the last two years is a

temporary phenomenon, and China IT

market remains one of the most

attractive markets in terms of potential for growth, likely soon to be back on
the double-digit growth track. The immense potential of China IT industry
has already attracted numerous global IT enterprises, a development that
has helped China IT industry to foster a relatively complete industry supply
chain within a short period of time, therefore enhance the overall
competences of China IT industry.

For the segment markets, we noted some new growth areas. Demand for
IT services is growing strongly and becoming more diversified, and is
estimated to become a US$15 billion market within five years. As wireless
technologies continue to develop, together with the evolution of commercial
practices and consumer lifestyles, wireless applications and terminal devices
are expected to perform strongly. Analysts have predicted a compound
annual growth rate (CAGR) of over 25% across the next few years. Back-
office products too, including peripherals, are expected to enjoy a CAGR of
more than 20% over the next five years.

China is a vast country with considerable differences, in terms of economic
and social development amongst different regions. After ten years of
education and investment, IT infrastructure level in some large cities are
relatively advanced, leading to constant demand for more enhanced IT
equipment and applications upgrade. On the other hand, IT infrastructure
levels in many small and medium-sized cities remain relatively low. This in
fact represents tremendous opportunities for the industry. From long term
perspective, in order to establish a strong foothold in China market, one
shall have in-depth knowledge of market, ability to respond to customers’
needs, a powerful brand and technological expertise.
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What are the driving
forces that will propel
Legend’s growth?

The driving forces for our
growth will come both within
the company and from the
external market. We are a
very young company. The average age of our energetic, enthusiastic staff is
just 29. Nevertheless, we strive to become a vibrant and legendary company.

From the near term perspective, we are well prepared and well placed. Our
strategic transformation has already shown positive results and our
organisation has already had a truly customer-oriented operational structure.
We have fostered a range of high-potential businesses, which will continue
to propel our growth. Sales of our servers and notebook computers have
sustained strong growth, and we believe that aiming for annual growth of
over 30% is viable. Our information security products are backed by cutting-
edge technologies, rendering them highly competitive in the marketplace.
Our mobile handsets and digital products will continue to sustain their current
rapid growth.

All these factors, in combination with promising market conditions in China,
have positioned us well in a very favourable environment. The robust growth
of the China IT market certainly offers us tremendous development potentials.
Meanwhile, we will make our long term strategic plans for international
markets, which allow us to capture growth opportunities and consolidate
resources in a wider horizon.

| am highly confident that we will continue our track record of delivering
long-term value and satisfying returns for our shareholders.
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CORPORATE
CULTURE

What it takes to become an

evergreen and long-lasting company:
Be people-oriented;

our company’s culture will be inherited from
generation to generation.
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A strong corporate culture is the foundation for developing a vibrant and long-lasting company

Legend’s Core Values

Bz O EER

Serving
Customers

IR#%5 %P

Serving customers defines
value enhancement; this
principle is a DNA that
imprints in every Legend

employee’s genes.
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Accuracy and
Truth Seeking
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Conclusion is based on facts
and scientific analysis; the
respect for rules and
guidelines; have discipline and
courage to face up to reality
and take responsibility.
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Trustworthy and
Integrity
HERE
Trustworthy and integrity is

Legend’s “golden marquee”, a

vital business philosophy.
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Innovative and
Can Do Spirit
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Ownership mentality, be
proactive and humble, with

strong sense of urgency and

can do; change ready.
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These four core values
represent

PO A A
BERKT

Liu Chuanzhi's views on
Legend’s corporate culture

MESHREHEIE

Comerstone of Legend's culture

EXENER

Secret for our success

EKINEFIHER

Key methodology for problem solving
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Fundamental principle that guides the way we think as well as our behaviour
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Yang Yuanging's views on
“Trustworthy and Integrity”

BTEERELE

Incorporating personal aspirations into our long-term corporate
development is a fundamental reason for our success. It is also
the essence of our corporate culture. Our ultimate goal is to be
responsible for our customers, staff, shareholders and society. In
order to achieve this goal, we have to make sure that our people’s
professional responsibilities are well in line with their personal
benefits. Most essential is ensuring that every Legend employee
understands and believes this value; their efforts will surely be

transformed towards our goal of building a Legend of century.
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Without “Trustworthy and Integrity”, neither individuals nor
companies will survive in the long run. But “Trustworthy and
Integrity” do not refer to success or failure for a specific
transaction; they are part of a company’s genuine character that
defines Legend. Valuing honesty and integrity, and treating others
sincerely are basic values of our people. These values are
fundamental ingredients to make our work on high standard and
transparency. As a people-oriented company, we are committed
to creating development opportunities, increasing employee value,

and enhancing both the work quality and lifestyle.
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“Trustworthy” represents the innermost core value of
our brand. Legend believes honesty and sincerity as
guiding principles, and is totally committed to
following these principles. This is the best way to be
responsible for customers, partners, investors and
the society as a whole.
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ANALYSIS

BUSINESS REVIEW

After IT industry went through a rather tough year, China IT market saw signs
of recovery during the 2002/03 fiscal year and showed a gradual improvement.
During the year, Legend continued to implement its three key business
strategies: the expansion of its terminal device product line, the enhancement
of its back-office products, and the development of its service business. In
2002, China IT market as a whole managed only 2% growth in revenue.
Legend’s revenue growth during the 2002/03 fiscal year exceeded 5%.

Legend strengthened its core competence through both its technological
innovations and the expansion of value-added services. The Group
successfully launched its mobile handset business, and rolled out a wide
variety of models. Legend’s IT service business framework - “Three-horizontal
and Four-vertical” is a big step towards implementing the Group’s strategy
of service transformation.

Corporate IT Business

Sustained growth momentum

The corporate computer unit shipment in China market recorded a year on
year growth of 21.7% in the 2002, while the revenue increased 2.4%.
Compared to the 5.1% drop in the previous year, the situation has improved.
Server market in China recorded a phenomenal growth with shipment
increased by over 20% while the unit shipment of notebooks grew more
than 30%. Under the Chinese government’s support for IT infrastructure
buildup in the education sector, revenue in that sector surged by over 50%.
The personnel and management changes within the Chinese government
caused a number of medium to large-scale e-government projects to be
delayed, resulting in lower than expected growth in this sector in the second
half of the year.

* 2002 represents the period from April 2002 to March 2003
2001 represents the period from April 2001 to March 2002
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Under this market environment, Legend’s corporate IT business recorded
a 7.2% rise in turnover, with sales of servers and notebook computers
achieved the fastest growth. Both gross profit and operating profit of
Legend’s corporate IT business showed improvement. Gross profit margin
improved to 15.3% from 14.2% of the past year while operating profit
grew 29.9%. Education and SME sectors drove the growth. The increased
sales to the education sector and the reduction on component tariff have
led to a drop in the overall average selling price (ASP).

Continued breakthroughs in technological innovation

Legend achieved the goals of product differentiation and value added by
applying new and cutting-edge technologies to its products such as
supercomputers, servers, and PCs, thus greatly improved profit margins for
the financial year.

273%

Legend
B8 27.5%

FIE 8.9%

Dell [IS.0%
®WE L__139%
Tongfang 4.9%
ED:l 3.8%
1BM 4.6% I 2002
B A e 42% O 2001

Market Share of Top 5 PC Brands in China
PEAAEMRETSEEER

Source: IDC, February 2003
ERHR : IDC, 20084 2 A
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Legend Helps the Informatisation of Beijing Wu Yu Tai Tea Company

BESLRRHERZRLFREELRL

Beijjing Wu Yu Tai Tea Company (“Wu Yu Tai”)
is a well-known tea company with a 115-year
history, whose major business is production
and processing of tea, and supply for retail
outlets. The company has 32 retail outlets
and 150 employees, and an annual turnover
of about RMB100 million. Following expansion,
Wu Yu Tai ran into operational bottlenecks. The company believed that
informatisation would provide an effective solution, and selected Legend as the
provider of the project .

The project involved extensive business consultation and solutions design amongst
other things, and Legend’s “IT 1 for 1” played an instrumental role. The Group’s channel
partner, Bejjing Beiwei Machine Electron Technology Co. Ltd., gave full support when
it came to laying networks, supplying products, and providing maintenance.

Once Legend’s system was adopted, Wu Yu Tai achieved significant improvements
as information transparency was greatly enhanced. These changes facilitated inter-
departmental information flow, and enhanced the management and internal control
of the company by more closely linking the processes of procurement, sales,
inventory management, transportation, delivery and invoicing.
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Besides the launch of the first ever supercomputer in China in August 2002,
Legend also unveiled other new corporate IT products in the 2002/03 financial
year. After the launch of its Xeon server series, the Group also rolled out a
series of new server products based on Itanium 2. The substantial increase in
shipment of dual processor and multi-processor servers has helped Legend
to firm its position as number one server brand among Chinese vendors.
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Legend Rolls Out the First Supercomputer in China

BrEEHEN TS RERHR

Legend'’s vision is to become a "High-tech
Legend”, a goal reinforced to its staff on a
daily basis. Leveraging the Group’s research
capabilities in high-performance computing
technologies, over the course of four months more than 60 technical professionals
had developed the first supercomputer in China to reach a computing speed of
1,000 GFLOPS (Giga Floating Operations Per Second).

Dubbed the “Deepcomp 1800”, Legend'’s supercomputer debuted in August last
year. Its computing speed of 1,050 GFLOPS ranked 43rd in the Top 500 list of the
world’s fastest computers (http.//www.top500.0rg), an achievement selected as
one of the Xinhua News Agency’s top ten news stories in China for the year. Within
just a year, Legend'’s supercomputer had already been adopted by a number of
high-end users such as the Chinese Academy of Sciences, China National Space
Administration and China National Offshore Oil Corporation.

In the process of developing the supercomputer, Legend also created a series of new
technologies protected by intellectual property patents, successfully acquired three
patents for invention and one patent for a new product model. Applications for additional
ten invention patents and four more new product patents are currently being processed,
showing Legend’s firm grasp of the core technologies involved in high-performance
computing as well as technologies which can also be used in ordinary servers and
back-office computing equipment. These developments have successfully enhanced
the technological standards of Legend'’s servers, and established Legend as the number
one brand for domestic manufactured servers in China.
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Legend’s in-house commercial PC series - “Kaitian” received good market
response after its launch in 2002 and stimulated revenue growth of the
Group’s corporate IT business. “Kaitian 6800” series captured the “Intel
Innovative PC Award” in the United States, an accolade that has successfully

boosted Legend’s brand image.

In-depth service transformation

Targeting SMEs, Legend’s “IT 1 for 1” scheme focused on technology,
application solutions, and resources integration. It achieved significant results
in facilitating channel transformation and established comprehensive
business structures of consultation, solutions, operations, and services.
Approximately 500 channel partners were trained for “IT 1 for 1” and achieved
the Group’s service standards. Over 200 of them have become partners of
Legend’s “IT 1 for 1” sales centres, working hand-in-hand with Legend to
expand its value-added service business nationwide. More than 20 products
were rolled out in the past year, 15 of which have already attained intellectual
property rights, while Legend’s “IT 1 for 1” application solutions have received
numerous industry awards.

Further development in vertical markets
Legend continued to expand in the education and SME markets, further
solidifying its top position in the market.

Legend has already developed a comprehensive system of application
solutions for the education sector focusing on school Intranet and wide
area network (WAN). They covered 80% of demand from the Group’s target
market. Legend’s education solutions have been widely and successfully
applied and have now benefited over 2,000 clients.

Legend has also made significant progress in vertical industries and
accumulated valuable experience along the way. The Group has developed
an extensive range of application solutions for SMEs. It has also accumulated
solid experience in consultation and in providing IT services for specific
industries, such as retail and manufacturing. The Group’s corporate IT
solutions have been successfully adopted by around 300 clients.
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Consumer IT Business

As a result of the economic development of second-tier and third-tier cities
in China and the increasing popularity of digital products nationwide, the
home PC market in China sustained stable growth in 2002*, with unit
shipment increased 12.7% over the previous year. Owing to the relatively
faster growth of the low to mid-end markets and falling prices and tariff
reduction of computer components, the overall sales value of this market
dropped 7.4% compared with the previous year.

The Group’s home PC unit shipment rose by 9.5% but overall turnover of
Legend’s consumer IT business decreased by 7.8%, similar to the general
decrease in the market. During the year, the Group put greater emphasis
on its profit and profit margins. The launch of its unique new dual mode
home PC helped improve gross profit margin and operating profit. Gross
profit margin of this business division increased to 13.3% from last year’s
10.8% while profit contribution surged 55% from last year.

Product innovation improves profit

Legend has long been dedicated to providing Chinese consumers with
innovative, user-friendly, and trend-setting products. In October last year,
the Group rolled out a new generation of dual mode home PCs, “Tianjiao”
and “Tianrui” series. These series utilise Legend’s self-developed operating
system LEOS, which combines PC functions with those of electrical
appliances to create a new standard for digital applications. The “Tianjiao”
and “Tianrui” dual mode PCs provide user-friendly and enriched digital
applications. Users can play music and view digital photos on hard disk,
storage card and CD ROM by simply pressing a button. This product series
represented a major stride forward for Legend and created a distinct
advantage over its competitors in terms of both product technology and
applications. The “Tianjiao” PC series in particular has won numerous product
design awards from both China and Hong Kong.

* 2002 represents the period from April 2002 to March 2003
2001 represents the period from April 2001 to March 2002
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Further expansion of “lenovo 1+1 Home Specialty Shops”

Legend continued to expand its network of “lenovo 1+1 Home Specialty
Shops”. The number of shops increased from 570 last year to 760 in order
to meet the growing demand in small to medium cities. The Group’s
marketing activities for consumer products have achieved impressive results.
Both its National Day promotion and the promotion for old customers
received well responses.
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Legend’s Dual Mode PCs Offer User-friendly Digital Applications
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Digital products are becoming increasingly
popular in China. However, research has
shown widespread dissatisfaction among
Chinese families with many current digital
applications, largely due to the complexity
of creating digital documents (such as digital photo albums and audio-video clips)
using ordinary PCs and inconvenience in viewing or sharing these files. Because it
is difficult to solve this problem using standard computing operations, Legend’s
engineers have addressed user needs by developing a completely new method
which has led to the birth of Legend’s dual mode computers.

Legend’s self-developed “LEOS” operating system is perhaps the most unique
feature of the dual mode computers, the “Tianjiao” and “Tianrui” series launched in
October last year. While retaining the computing functions of a PC, the LEOS
operating system allows PC functions to collaborate with those of electrical
appliances. Without going through the traditional operating system, users can run
MP3, CD, DVD, VVCD, or any video and music files on the hard disk, simply by
pressing the LEOS power supply button on the control panel or the on/off button
on the remote control. The whole process takes just twenty seconds.

The invention of dual mode PCs has once again put Legend'’s spirit of innovation
and customer-oriented performance on display, at the same time creating a brand
new operational mode for home PCs. Dual mode PC series were an instant hit the
moment they were officially launched in the market.
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Successfully extending the brand to the digital arena

The digital products market in China grew rapidly in 2002. Digital cameras
and MP3 players became hot gift choices, and unit shipment of digital
cameras and MP3 players of the market grew by 200% and 100%
respectively over the year as a result of the bundled sales strategies by
many vendors. Legend also actively expanded in these markets during the
year, and successfully established the image of its digital products and its
market position. The Group performed exceptionally well in three digital
product areas. Unit shipment of Legend’s MP3 players ranked first in the
market, accounting for a share of 19.7%. Unit shipment of digital cameras
and home ink-jet printers also ranked among the top players.

Handheld Device Business

China mobile handset market became the world’s largest market in 2002
with phenomenal growth in shipment to 65 million units. Local Chinese
vendors also continued to expand their market shares, and accounted for
an aggregate of 30% of total shipment. Legend formally entered into the
business and rolled out a wide range of mid to high-end products in a short
period of time, and actively grew its sales, distribution and service networks.
The Group’s mobile handset unit shipment during the year met our
expectations. By adding mobile handsets to its portfolio, Legend’s handheld
device business recorded a spectacular fourfold surge in turnover during
the financial year 2002/03.

In June last year, Legend increased its ownership to 80.8% in the joint
venture that engages in the mobile handset business, and at the same time
injected new capital. The total investment in this exercise amounted to
RMB61.5 million.

The year saw Legend successfully leverage its strong brand and transfer its
deep management experience in the computer industry to the mobile
handset business, a move which helped to establish management and
operational systems for this new business. Expansion of product lines and
sales and distribution networks were a primary emphasis over the year.
Since its first product launch last June, Legend has developed over ten
mobile handset models, including GSM and CDMA handsets, and also rolled
out colour-screen handsets in November last year. Boasting trend-setting
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designs and popular polyphonic ring tones, Legend’s handsets were very

well received by the market. Among all the models, “Legend G808” with its
streamlined design and 40-chord ring tones has made itself a market favourite
and earned a 4% market share amongst mobile handsets selling for the
range of RMB2,500 to 3,000. Legend also set up bases in Shanghai and
Xiamen to nurture its research and development capabilities, while continuing
close cooperation with overseas companies such as Texas Instruments in
the creation of products based on self-developed technologies.
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Legend Launches its First Technological Innovation Convention,

“Legend World 2002”
EEHEREANAE.B

Legend has achieved highly positive results
since it debuted the strategy of technological
innovation a year ago. “Legend World 2002”

showed Legend'’s visions, strategies and the
exciting results it has achieved.

“World” was a premier event within the IT and
telecommunications industry. Previous hosts included renowned IT enterprises such
as IBM, Intel and Oracle. Legend was the first Chinese IT enterprise to host this
kind of world-class convention.

“Legend World 2002” took place in December in Beijing. Legend introduced its
visionary concept for the future of technological development and applications, its
Collaborating Applications project, as well as its strategies for implementing
Collaborating Applications. The Group’s portfolio includes: (1) Collaborating
Applications for personal information terminal devices; (2) Collaborating Applications
for corporate IT systems; and (3) Collaborating Applications for communal (including
commercial and public community) information systems.

Over 5,000 domestic and overseas guests attended the convention, including
representatives from the Chinese government, respected tertiary education
institutions, and internationally renowned IT corporations such as Microsoft, Intel,
Oracle, and Texas Instruments. “Legend World 2002” opened up Legend’s
“Technology Era”, and was an important milestone on Legend'’s path to technological
innovation.
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Legend has established sales and distribution channels in a number of
provinces and adopted a sales and marketing model targeted at different
regions. Cooperation with large-scale nationwide distributors has also
begun. The Group has been actively providing training to sales personnel
at its retail outlets, and has now created a nationwide sales network with
over 3,000 retail points and a network of 26 service centres in China.

Driven by industry-specific applications, the pocket PC market sustained
relatively rapid growth in 2002. On the other hand, lacking key new
applications to drive demand, growth momentum of the PDA market has
slowed. By comparison with last year, sales of Legend’s electronic
dictionaries have grown threefold, further solidifying the Group’s strong
position in the handheld device market.

IT Service Business

The Chinese government has actively promoted informatisation, and the
Chinese enterprises found it increasingly important to enhance
competitiveness through investing in IT infrastructure. Under this
environment, Legend firmly implemented its strategy of service
transformation. Following mergers and acquisitions, the Group’s IT service
business adopted a “Three-horizontal and Four-vertical” structure, with
infrastructure platforms, horizontal applications, operations outsourcing
representing the “three-horizontal” and telecom, finance, government and
manufacturing forming the “four-vertical”. Services offered include
consultation, implementation, systems integration and outsourcing.
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Following its acquisition of Han International Consulting Company Limited
and forming of a joint venture with Al Software Company Limited, in October
last year Legend signed a Memorandum of Understanding to acquire the
business and assets of China Weal Business Machinery Company Limited,
amajor telecom systems and network integrator in China. Legend Chinaweal
System & Service Company Limited was then formed in December, marking
Legend’s official entry into the telecom IT service market. The first part of
the agreed consideration amounted to about HK$60 million. The remaining
amount will be tied in with the financial performance of the new company
over the coming few years but the total consideration will not exceed HK$220
million.

Contract Manufacturing Business

The worldwide motherboard market continued to suffer sluggish growth in
2002, with growth rate fell below the earlier expectation. Though the market
achieved small growth, the competitive pricing strategies initiated by larger
manufacturers created immense pressure and impacted strongly on smaller
players. Unit shipment of Legend’s QDI motherboards amounted to
approximately 3.25 million units, slightly lower than last year’s number.

To take full advantage of its R&D capabilities in the field of motherboard
technology, Legend set up a printed circuit board assembling design centre
to provide design and technological support for its full range of motherboard
products.
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Legend constantly urges its people to try new
approaches in order to both create the driving forces
for growth and stay competitive. By developing new
technologies and leveraging them to stimulate new
innovations, Legend is able to both quickly
understand customers’ needs and offer complete
and cutting-edge solutions to them.
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FINANCIAL REVIEW g JE1]
SUMMAR'SED 2003 2002 2002
FINANCIAL RESULTS ACt“i' Proforma
XEME HK$°000 HKS’ iog HKﬁi
BT T BETT BETT
Turnover e 20,233,290 20,853,254 19,267,384
EBITDA B S~ BiIE -
e AT
RSyl 1,174,720 1,008,938 972,580
Profit attributable to shareholders before MR EREBEA
gain/loss on disposal of investments % 58 3 A 1,043,954 880,660 862,217
Profit attributable to shareholders % R PR A5 5 1,017,152 1,044,900 1,026,457
Dividend per share (HK cents): SRR S GBAL) -
- interim dividend — R ERR S 1.8 1.5 1.5
- proposed final dividend — R R AR S 3.0 3.6 3.6
- proposed special dividend —BRFRIAR S 5.2 - -
Earnings per share (HK cents): BRREAF] B
- basic —HARK 13.55 13.86 13.61
- fully diluted — 2 EEE 13.54 13.79 138.55

Compared to the proforma result from last year, the Group recorded an HBEAFHEZSEELES  AEESSEESE LA

increase of 5.0% in turnover to HK$20,233 million and the gross profit margin 5.0% 2 #%202.33187T * EFIEH13.70%1EE

increased from 13.70% to 14.82%. As the gross profit of the Group continued 14.82% ° R ANEBWNEFERE A RERE

to improve and the management adopted effective control on the operating HETT B R HI A & BN IE - BRALE -~ BE -

cost, EBITDA increased by 16.4% (compared to 2002 actual figures) or E LB ERTEF EFH16.4% (B -2 T — FFER

20.8% (compared to 2002 proforma figures) to HK$1,175 million. HTFHE) 520.8% - TT - FHEEHTHER)
ZBE11.7518T



Profit attributable to shareholders for the year reached HK$1,017 million,
the basic earnings per share was 13.55 HK cents; fully diluted earnings per

share was 13.54 HK cents. Excluding the effect of the losses/gains on
disposal of investments, the profit attributable to shareholders increased by
HK$163 million (compared to 2002 actual figures) or HK$182 million
(compared to 2002 proforma figures) to HK$1,044 million, representing an
increase of 18.5% and 21.1% respectively.

FRRBCERBEEN ABE1017(8T - BREAR
BN RBE13.550l - MEkEEETRMNRES
13.541ll - #iks HEREMEE S ER N F
2 BRREEEN AL B 638 T (2T
“FERBFLE) BE¥1.828T (T T
FHZEHFLLR) ZHE10.4418 7T - BISHRIE N
18.5%%21.1% °

2003 2002

TU RNOVER AN D Turnover | Contribution to Turnover | Contribution to
CONTRIBUTION o | aamm | mmm | e
% %géi &Jjgjl %lj :_IETJ!’%IK HK$’000 HK$:?00 HKZ'OOB DFTK$:§(;OO
BEET T BET T BET T BT

Corporate IT business DEITEFE 10,803,311 744,153 | 10,077,796 573,077
Consumer IT business THBITER 6,822,633 363,527 7,400,769 234,335
Handheld device business FHRREER 1,440,328 29,017 216,434 (18,906)
IT service business ITARTS %75 183,800 (61,405) - -

Contract manufacturing business A REEE 983,218 8,554 1,533,864 147,901
Others Hith - - | 1,624,391 (14,942)
Amortisation of goodwill (B ] - (7,463) - -

(Losses)/Gains on disposals HERE

of investments (E518) /e - (26,802) - 164,240
Total At 20,233,290 1,049,581 20,853,254 1,085,705
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Management’s Discussion and Analysis

During the year, sales of servers and notebook computers increased and
application solutions to small and medium sized enterprises were further
expanded. The turnover of corporate IT business recorded an increase of
7.2% and the profit contribution increased by 29.9%.

Although the turnover of consumer IT business dropped by 7.8%, the profit
contribution showed an increase of 55.1% due to an improved margin.

The Group launched the mobile handset business during the year, turnover
in handheld device business saw a 5.7 times increase over last year’s figure.
The contribution also turned from a loss of HK$19 million to a profit of HK$29
million.

During the year, the Group acquired the IT service business from China
Weal Business Machinery Co. Ltd. and further expanded the scope of IT
service business. For the year, the IT service business recorded a turnover
of HK$184 million and a loss of HK$61 million.

Due to a sluggish motherboard market and the disposal of the printed circuit
board business by the Group in January 2002, the turnover of contract
manufacturing business decreased by 35.9% and the profit contribution
dropped to HK$9 million.

Other businesses of last year mainly represented the results from Digital
China Holdings Limited and its subsidiaries (“DCHL Group”) and the Internet
business. The DCHL Group was spun off from the Group in June 2001 and
the Internet business was shifted to a jointly controlled entity in October
2001.
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Losses on Disposals of Investments

The Group recorded a net loss on disposal of investments of HK$27 million
during the year. The loss was mainly caused by disposal of Yestock Limited,
an associated company, which amounted to HK$34 million while the sales
of investment securities recorded a gain of HK$7 million.

Taxation

The Group'’s effective tax rate for the year was 2.53% and for the year 2002
was 2.13%. The Group will continue to adopt effective tax planning strategies
for the operation in the future.

Dividends

The Group has maintained a consistent dividend policy. The interim dividend
paid during the year was 1.8 HK cents per share for a total amount of HK$135
million and the final dividend is proposed to be 3.0 HK cents per share for a
total amount of HK$224 million. After considering the Group’s cash position
and the needs for business development, the Directors also proposed a special
dividend of 5.2 HK cents per share for this year for a total of HK$388 million.

Significant Investments and Acquisitions

During the year, the Group invested HK$295 million in fixed assets and
construction-in-progress which were mainly located in Chinese mainland.
The Group also spent approximately HK$394 million for investments mainly
connected with the expansion of handheld device business and IT service
business, etc.

In the coming year, the Group expects to spend approximately HK$1 billion
for capital expenditure for the development of new businesses, research
and development and other general purpose capital expenditure. The funding
is expected to be generated from its existing business.
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Management’s Discussion and Analysis

Liquidity and Financial Resources

As at 31st March 2003, total assets of the Group was HK$6,756 million
which was composed of shareholders’ fund of HK$4,189 million, minority
interests of HK$60 million and current liabilities of HK$2,507 million. The
current ratio of the Group was 2.1.

The Group had a solid financial position and maintained steady cash flow
from its operating activities. As at 31st March 2003, cash and bank balances
of the Group were HK$2,808 million. The balances consisted of about 35%
in Hong Kong dollars, 38.5% in US dollars, 26% in Renminbi and 0.5% in

other currencies.

Although the Group has been in a very strong cash position, credit facilities
have nevertheless been put in place for contingency purposes. As
at 31st March 2003, the Group’s total available credit facilities amounted to
HK$2,620 million, of which HK$938 million was in trade line, HK$720 million
was in short term and revolving money market facilities and HK$962 million
was in foreign exchange contract. As at 31st March 2003, the facility drawn
down was HK$414 million bills payable and the foreign exchange contracts
used was HK$46 million.

There was no outstanding bank loan as at 31st March 2003 and there were
no assets held under finance lease during the year and at the year end.

The Group consistently adopted a hedging policy for business transactions
to minimise the risk of fluctuation from exchange rates. Foreign currency
exposures were mainly the trade receivables from the business in Europe.
As at 31st March 2003, the Group had total outstanding forward foreign
exchange contracts and currency swaps amounting to HK$46 million.
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Contingent Liabilities
The Group had no material contingent liabilities as at 31st March 2003.

Employees

As at 31st March 2003, the Group had a total 9,705 employees, 9,572 of
whom were employed in Chinese mainland and 133 were employed in Hong
Kong and overseas.

The Group implemented remuneration policy, discretionary bonus program,
and share option scheme, which are determined according to the
performance of the Group and individual employee. In order to improve the
quality of the staff, the Group provides job rotation, in-house training and
external training courses to the staff. The Group also provides benefits such
as insurance, medical and retirement contribution funds. These policies are
reviewed regularly to ensure they remain competitive and appropriate.
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Listening to our customers patiently and earefully,
Legend can firmly understand their needs and offer
comprehensive solutions. As a result, Legend
wins excellent reputation by not only adding -
significant values to our customers, but also
exceeds their expectations. '
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FUTURE PROSPECTS

China’s economy shows strong fundamentals in 2003. The Chinese
government is placing great emphasis on informatisation, and its active fiscal
policy will foster further growth in the IT market. And with personnel changes
within the government now completed, government purchases are expected
to continue to stimulate the corporate IT market. Although the outbreak of
SARS may cause short-term disruption in certain Chinese provinces and cities,
once the situation is brought under control the corporate and consumer
markets should soon return to normal.

In order to maintain sustainable long-term growth in the future, the Group wil
pursue the strategy of “Three-tier Business”. The first tier is the core business,
including commercial and consumer desktops. The second tier is the growth
business, including notebooks, servers, mobile handsets, peripheral equipment,
network security and digital products. The third tier is the seed business, including

Opportunities in e-Education
BREHSHEBFMERTE TR

Since the Chinese government began actively promoting e-
' education in 2000, most educational institutions around the
‘ country have reacted positively. Legend’s existing strong

positioning in the education sector has helped it acquire
numerous orders for e-education applications. One successful example was a
contract concluded with Anhui province worth over RMB100 million.

The Anhui Education Department commissioned Legend and its largest agent in Anhui,
Hefei Anlian Computer Co., Ltd. (“Anlian”) to establish 510 e-classrooms in the province,
providing 30,000 desktop computers, 510 servers, and 510 sets of “Qitian Parasaga e-
classroom Software”.

Winning this contract owed much to Legend’s ability to provide sophisticated classroom
network solutions, some of which were jointly developed by Legend and Anlian. Legend’s
excellent channel management also created strong customer confidence in its ability to
successfully implement the project. And Legend’s extensive network of authorised
maintenance centres spread across Anhui province was a guarantee to speedy and
reliable maintenance service.

With Legend’s help, Anlian successfully borrowed the capital required for the project from
International Far Eastern Leasing Co., Ltd. The project has not only set a new model for
the “School Link” project, it also has created a new sales approach. The success and
significance of this project carried beyond the financial gains for the Group.
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[T service, high performance server and storage products. Through setting different
key performance benchmarks for the three businesses, the Group effectively
allocates its resources by matching business objectives with performance review
and incentive programs. The Group expects that the growth business and the
seed business to develop rapidly in mid-term and long-term respectively and
gradually transform into core business and generate stable growth.

Legend has initiated a number of strategies and targets for the coming
year. Apart from maintaining profit growth, the Group plans to accelerate its
business development. It will also continue to pursue its transformation
strategy, strengthen its ability to provide quality professional services and
speed up the pace of its technological innovations.

A number of research institutions believe that the rate of development in China
corporate IT market will accelerate and lead to a unit shipment growth of around
20% in 2003. The Group expects that demand for IT in the education and
government sectors in particular will maintain high growth, given the Chinese
government’s extensive investment in major IT projects (e.g. its 12 “Golden Series”
projects) and e-government facilities, and the continued investment in IT by
educational institutions. Telecommunications and insurance industries are
increasing their IT investments to stay competitive and, thus will stimulate
corporate demand. The Group is optimistic that it will see strong growth in the
China’s overall corporate IT market during 2003.

The Group expects the promotion of informatisation in government, education
and other industries to stimulate higher demand for servers. Legend’s
“Deepcomp 2600”, making use of advanced Collaboration Applications
technology, is expected to stimulate growth in unit shipment and improve gross
profit in the high-end commercial server arena. The notebook market should
also perform well in the coming year, as manufacturing costs come down,
systems improve, and wireless applications become more popular. Competition
will be focused on a company’s ability to understand customer needs and on
the extent of its service capabilities. Legend will go extra miles in promoting
sales through solutions and services in 2003, at the same time strengthening
its customer relations and bolstering its market influence.

Rapid growth in the Chinese economy has speeded up the pace of urbanisation,
in turn leading to a surge in demand for home PCs in newly emerging cities.
Computer use in major cities has also increased in the past few years, and urban
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consumers are now increasingly looking to purchase a second computer. Legend
expects the home PC market to continue its double-digit growth into 2003. The
Chinese government’s intensive promotion of computer education in secondary
and primary schools over the past two years is leading to a rapid increase in
demand for home PCs by students. Chinese consumers are also showing strong
interest in digital products, and in particular digital cameras, a trend that should
also stimulate consumer demand for computers. Legend’s successful business
framework for digital arena helps to stimulate the sales of PCs. Furthermore, a
number of recent developments in the market have benefited sales of branded
PCs. The Chinese government’s commitment to crack down on tax invasion
and strengthen the system for collecting value-added tax, for example, has
prompted an increased tendency to opt for branded computers rather than white
box computers. To prepare for future competition and cater for second purchases
and the specific “Learner” market segment, Legend plans to tailor specific product
lines, services and marketing activities to related markets.

Consumers recently have sent out strong purchasing signals in the digital
products arena, especially for digital cameras. Analysts estimate that sales of
digital cameras in China will double year on year, with shipment reaching four
million units in 2005. Leveraging its strong competitive edge in the consumer
market, Legend expects to boost sales of its digital cameras considerably.

Mobile handset users will also continue to grow in 2003. Mobile handsets
with colour screen and multimedia messaging service (MMS) will drive
consumer demand, helping sales to maintain double-digit growth. The Group
will continue to place strong emphasis on developing its mobile handset
business, which is forging increasingly powerful synergies with Legend’s
existing businesses. In the coming year, the Group’s major goals for its mobile
handset business are to expand its existing product lines, strengthen existing
channels for mobile handset sales, enlarge the scale of its business and build
up its core competitiveness, thus ensuring healthy long-term development.

Legend will develop its handset business with four major design trends in mind.
It will pay great attention to: (1) trendy look with folder style, light and thin;
(2) colour application supporting MMS; (3) entertainment feature with camera
or polyphonic ring tones; and (4) m-commerce application that allows data
processing anytime anywhere. These developments will bring the innovative
and energetic nature of Legend’s mobile handset business to the spotlight,
complementing its existing standards of high quality and advanced technology.
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The handheld device market is expected to maintain healthy growth next
year, with pocket PCs and wireless terminals being the main market drivers.
Legend will further expand existing product lines and aggressively explore
wireless applications in 2003.

The IT service market for China’s telecom industry has very bright prospects.
Data from various research institutions indicate that market value is expected
to reach US$6 billion in 2003 and a CAGR of 20% to 30% over the next five
years. Market revenue is expected to reach US$15 billion in 2007, with
telecommunications, finance, government and manufacturing sectors
accounting for 70% of the market.

Legend is committed to enhancing its ability to provide quality professional
services in future. Building on its “Three-horizontal and Four-vertical” strategic
framework, the Group will continue to drive rapid expansion through
acquisitions. To meet the strong informatisation demands of the market,
Legend has formed partnership with Oracle and Sun Microsystems to jointly
launch informatisation management solutions for growing enterprises. Legend
has already established a significant competitive edge in the network security
business, and is aiming to accelerate its business growth in this area. Its
emerging IT service business will focus in the coming year on reinforcing its
core competence, improving its project management and building an elite
human resources system and corporate culture as required by the nature of
service business.

The worldwide motherboard business looks set to encounter further stern
challenges in 2003. Large manufacturers will continue to place intense
pressure on smaller ones, both in terms of market share and pricing. In the
face of such intense market competition, Legend is developing new and diverse
business operations to consolidate its position in the motherboard market.

In conclusion, although China’s IT industry still faces a number of challenges in
the coming year, Legend’s management is confident about the Group’s
prospects, particularly as it proceeds in implementing its strategy of technological
innovation and service transformation. The Group’s thorough understanding of
the China market and its excellent management and execution capabilities will
help it capture both new and existing market opportunities, bringing sustainable
healthy returns to its shareholders.
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Legend has committed itself to constantly
upgrading products for customers through
integrating cutting-edge technologies with highly
user-friendly systems and designs. Aiming for
simplicity, Legend works to provide clear, efficient
services that will bring customers a sense of ease
and convenience, whether at the level of pre-sales
consultation, purchasing, use of the IT equipment,
or after-sales services.
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INVESTOR | & & # 1%
RELATIONS

China’s IT market growth was not yet fully back on track last year, at a time
when Legend had just begun to expand its mobile handset and IT service
businesses. Investors were concerned about the growth of the Group’s core
computer business, the development of its new businesses and the
implementation of its technological innovation and service transformation
strategies. Fully understanding the concerns and needs of investors, the
Group has particularly focused on addressing these potential concerns in
its investor relations work last year.

The Group took a number of approaches to communicate to the investment
community, including meetings with investors, attending investor
conferences, organising audio conferences and roadshows. The Group
outlined the growth momentum of China’s consumer and commercial PC
markets, explained how Legend was maintaining its competitive edge,
analysed the growth potential of China’s mobile handset and IT service
markets, and indicated the competitive advantages enjoyed by local Chinese
brands in the China market. Apart from the traditional ways of
communications, the Group also gave analysts the first-hand experience to
witness the outcome of its work in technological innovation, through
participation in the five-day “Legend World 2002”.

Last year, the Group participated in 10 investor forums organised by
securities companies, organised three roadshows in Hong Kong, two
overseas roadshows, 17 audio conferences, 280 meetings with investors
and 31 visits to production plants, showrooms, and call centres. Legend
continued to stay in touch with individual and overseas investors through its
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investor website and Quamnet (http://www.quamnet.com), a well known
financial website in Hong Kong. During the year, the Group improved its
investor website by making modifications to webpage design, textual content
and arrangement, all designed to better meet users’ needs. Following
Legend’s change of English brand name, the domain name of its English-
language investor website was also changed to http://www.lenovo.com.

Legend’s enhancement of investor relations and corporate governance led
the Group to receive high recognition from investors. In Asiamoney’s 2002
investor poll, Legend was voted “Best Managed Company in China”, as well
as “Best Investor Relations”, “Best Company Strategies”, “Best Financial
Management”, “Best Operational Efficiencies”, “Best Interests for Minority
Shareholders”, “Most Accessible Top Management” and “Best
Communications with Shareholders/Investors”. In this year’s FinanceAsia
annual awards held in April, Legend was also ranked first in the “Best Investor
Relations” and “Best Corporate Governance” categories.

The Group greatly appreciates the positive feedback on its investor relations
work. In the future, Legend will continue to seek out new ways to enhance
investors’ understanding of the Group’s businesses, operations, and its
corporate culture. Legend continually welcomes suggestions from investors,
and invites them to contact the Group’s Corporate Marketing Department.
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INFORMATION

ABN AMRO Asia Ltd
FREFHFEMNERATE
Michele Mak Z£ 522
michele.mak@hk.abnamro.com
T: (852) 2700-5439

F: (852) 2700-5816

Bear Stearns Asia Ltd
BRI EEMNERAR
Gurinder Kalra
gkalra@bear.com

T: (852) 2593-2742

F: (852) 2593-2873

BNP Paribas Peregrine
Securities Limitd

ZEEREEHERSFERAT
Gideon Lo &%
gideon.lo@peregrine.bnpparibas.
com

T: (852) 2825-1188

F: (852) 2845-2232

BOCI

Fh 85 B

Frank Lai 2= 18
frank.lai@bocigroup.com

T: (86-21) 6860-4866 ext 8516
F: (86-21) 5877-4179

Cazenove Asia Ltd
EREMNERAT
Terrence Quah 17,3
terrence.quah@cazenove.com
T: (852) 2526-4211

F: (852) 2868-1411

CLSA Limited
ERESBRAA
Frank Shi 5277 it
frank.shi@clsa.com
T: (852) 2600-8888
F: (852) 2501-0903
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Core Pacific-Yamaichi
International (H.K.) Ltd

REL-BR(ER) EBRQA
Mona Chung &%
mona.chung@cpy.com.hk

T: (852) 2826-0008

F: (852) 2536-9916

CSC Securities (HK) Limited
FEES (BB BRLA
Kenneth Lau 215132
kenneth_lau@e-capital.com.hk
T: (852) 2105-1162

F: (852) 2105-1196

DBS Vickers (Hong Kong)
Limited

DBS =& (F#8) ARAR
Joseph Ho il &%
joseph_ho@hk.dbsvickers.com
T: (852) 2820-4685

F: (852) 2521-1812

Deutsche Bank
EEERIT

Lim Fung Ee #J5%&
fung-ee.lim@db.com
T: (852) 2203-6251
F: (852) 2203-6921

G.K. Goh Securities (H.K.)
Limited

RIENAES (FB) BRQA
Alan Wong
wong.alan@gkgoh.com

T: (852) 2532-1156

F: (852) 2537-1547

Goldman Sachs (Asia) L.L.C.
EHSREMNIZZBRAA
BiltaRAH
Henry King & X 1 /
Erica Poon &5 16
henry.king@gs.com /
erica.poon@gs.com
T: (886-2) 2730-4181 /

(886-2) 2730-4188
F: (886-2) 2730-4004

HSBC Securities (Asia) Ltd
EEXS GEM BRAR
Jeannie Cheung 3R &%
jeanniecheung@hsbc.com.hk
T: (852) 2996-6608

F: (852) 2596-0200

ING Securities Limited
Paul Snelgrove
paul.snelgrove@asia.ing.com
T: (852) 2913-8030

F: (852) 2810-6127

J.P. Morgan Securities

(Asia Pacific) Limited
ERAERS (EX) BRAF
Johnny Chan [& /1 {i#
johnny.lk.chan@jpmorgan.com
T: (852) 2800-8533

F: (852) 2847-3324

Kim Eng Securities (HK) Ltd
Dennis Lam #-F2
dlam@kimeng.com.hk

T: (852) 2810-7755

F: (852) 2877-0104

Lehman Brothers
EENBRER

Paul Meyer #§{R12
paul.meyer@lehman.com
T: (886-2) 8723-1632

F: (886-2) 8723-1622

Merrill Lynch (Asia Pacific)
Limited

EMEEERE

Tien Yu Sieh &7~
tienyu_sieh@hk.ml.com

T: (852) 2536-3025

F: (852) 2536-3435

Morgan Stanley

EER £ 37

Viktor Ma 518
viktor.ma@morganstanley.com
T: (852) 2848-5903

F: (852) 25637-1701

Nomura International
(Hong Kong) Limited
HFNER (FE) GRAR
Theodore Teo 5REIZ
theodore.teo@hk.nomura.com
T: (852) 2536-1240

F: (852) 2536-1820

SBI E2-Capital Research Ltd
HESERRREERA R
Clement Wong T &7 87
clementwong@softbank.com.hk
T: (852) 2533-3713

F: (852) 2533-3733

Smith Barney

Peh Chong Ghee [ {4 /

Kirk Yang 15 f& i
chong.ghee.peh@citigroup.com /
kirk.yang@citigroup.com

T: (852) 2501-2748

F: (852) 2521-5350

Standard & Poor’s

Equity Research
BEERESMR

David So &Rk E
david_so@standardandpoors.
com

T: (852) 2532-8066

F: (852) 2532-8039

UBS Warburg
HiREH

Joe Zhang 3&1EiB
joe.zhang@ubsw.com
T: (852) 2971-6107
F: (852) 2971-8542

UOB Kay Hian (Hong Kong)
Limited

REEB (BB EARAT
Lau Tak Hung, Eric 2=
eric.lau@uobkayhian.com.hk
T: (852) 2236-6794

F: (852) 2845-1655
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The directors submit their report together with the audited accounts
of the Company for the year ended 31st March 2003.

Principal business and geographical analysis of
operations

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries are set out in the Subsidiaries
section on pages 115 to 119.

Details of the analyses of the Group’s turnover, revenue and segment
information for the year by principal businesses and geographical
locations are 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 77.

The state of affairs of the Group and the Company as at 31st March
2003 are set out in the balance sheets on pages 78 and 79.

The consolidated cash flows of the Group for the year are set out in
the statement on pages 80 and 81.

An interim dividend of 1.8 HK cents per share, amounting to a total
of about HK$135 million, was paid to shareholders during the year
(2002: 1.5 HK cents).

ESEeRNEFHII —TE=F A=+ HNFEREE
RARAMKLERARE -

TEEKREH A
ARRE BRI BT - EEHE R ARSI

F115EE1198 B A RIMiFEF ©

REEARFRERREBREB MR ZEER  Wa MO BER
DITECERAERR B KT FES

FER DK
REFEBECHAFETTENRAERR

AEBRARANR_ZR=F=A=+— BB R
HEFT8RTIEMEERER -

AEBAFRENGERSIMB L0 N8 BHIME -

FAMRRKETHAREGEABE 8 (CET_F | B%
1.50l) - MEFEHREE1.36( T -

LEGEND ANNUAL REPORT 2002 /03 H#85 3R
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Results and appropriations continued

The directors recommended a payment of a final dividend of 3 HK
cents per share (2002: 3.6 HK cents). Taking into consideration of
the Group’s cash position and the needs for business development,
the directors also recommended a payment of a special dividend of
5.2 HK cents per share (2002: nil). These proposed dividends
together with the interim dividend paid amount to a total of about
HK$747 million. Subject to shareholders’ approval at the forthcoming
Annual General Meeting, the final dividend and special dividend will
be payable on or before 13th August 2003 to the shareholders whose
names appear on the Register of Members of the Company on 15th
July 2008.

The Register of Members will be closed from Thursday, 10th July
2003 to Tuesday, 15th July 2003, both dates inclusive, during which
period, no transfer of shares will be registered. In order to qualify for
these proposed dividends, all properly completed transfer forms
accompanied by the relevant share certificates must be lodged with
the Company’s share registrar not later than 4:00 p.m. on
Wednesday, 9th July 20083.

Five-year financial summary

A summary of the results for the year and of the assets and liabilities
of the Group as at 31st March 2003 and for the last four financial
years is set out on page 144.

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

Distributable reserves

As at 31st March 2003, the distributable reserves of the Company
available for dividend distribution amounted to HK$1,474,240,000
(2002: HK$863,305,000).
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Bank loans
There was no outstanding bank loan as at 31st March 2008.

Donations
Charitable and other donations made by the Group during the year
amounted to HK$1,036,000 (2002: HK$298,019).

Tangible fixed assets
Details of the movements in tangible fixed assets of the Group and
the Company are set out in Note 14 to the accounts.

Share capital
Details of the movements in share capital of the Company are set
out in Note 25 to the accounts.

Subsidiaries, jointly controlled entities and
associated companies

Particulars of the Company’s principal subsidiaries, jointly controlled
entities and associated companies as at 31st March 2003 are set
out in Notes 16, 17 and 18 to the accounts respectively.

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.

Major customers and suppliers

During the year, the Group sold less than 30% of its goods and
services to its five largest customers. The percentages of purchases
for the year attributable to the Group’s major suppliers are as follows:

20%
43%

The largest supplier
Five largest suppliers combined

None of the directors, their associates or any shareholder (which to
the knowledge of the directors owns more than 5% of the Company’s
share capital) had an interest in the major suppliers.
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Share options B

At the Extraordinary General Meeting of the Company held on 25th  ~ R=ZZT—4= A -+ A BETHARAFIREFRAE L -
March 2002, the shareholders of the Company approved the AN &IBCER LA SAR T BEIAERT &I (B AERT &1 )) FaR e
adoption of a new share option scheme (“New Option Scheme”)  EERETE ([EEAREE]) - BT AR EERET 2
and the termination of the old share option scheme (“Old Option  #—#% HEERESN - ERIET 2N Etb G BT -
Scheme”). Despite the fact that no further options may be granted — LABSE e AR I % H M 2 SPEE IRAE RO 171 -

under the Old Option Scheme, its all other provisions will remain in
force to govern the exercise of all the options previously granted.

1. Old Option Scheme

The Old Option Scheme was adopted on 18th January 1994
and was terminated on 26th April 2002. The Old Option
Scheme was designed to provide qualified employees with
appropriate incentives linked to share ownership. Only
employees, including directors, of the Group could participate
in the Old Option Scheme. Total number of options must not
exceed 10% of the issued share capital of the Company. The
maximum entitlement of any individual participant thereunder
must not exceed 2.5% of the shares in issue. The exercise
price for options was determined based on not less than 80%
of the average closing price of the shares for the 5 trading
days immediately preceding the date of grant. Options granted
were exercisable at any time during a period of 10 years.

As at the date of this annual report, the total number of shares
which may be issued on the exercise of the outstanding options
granted thereunder is 292,336,000 shares, representing
approximately 3.9% of the issued share capital of the Company.

2. New Option Scheme
(@) Purpose
The New Option Scheme was effective on 26th April 2002.
It 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.
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Share options continued
2. New Option Scheme continued

(b)

()

Qualified participants

1. () any employee or officer, executive or non-
executive director (or persons proposed to be
appointed as such) of the Group;

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

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

(iv) 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

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

(i) 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.

Maximum number of shares

The maximum number of shares available for issue under
the New Option Scheme is 750,803,810, representing
approximately 10% of the issued share capital of the
Company as at the date of this annual report.
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Share Options continued
2. New Option Scheme continued

(d)

(e)

Maximum entitlement of each qualified participant

The maximum number of shares issued and to be issued
upon exercise of share 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 of the Company in
issue. Any further grant of share options in excess of this
limit is subject to shareholders’ approval in general
meeting of the Company.

Share options to be granted to a director or chief executive
of the Company or any of their respective associates are
subject to approval by the independent non-executive
directors of the Company. In addition, any grant of share
options to an independent non-executive director of the
Company or any of their respective associates, when
aggregated with all share options (whether exercised,
cancelled or outstanding) already granted to any of them
during the 12-month period up to the date of grant, in
excess of 0.1% of the shares of the Company in issue
and with an aggregate value in excess of HK$5,000,000,
is subject to shareholders’ approval in general meeting
of the Company.

Timing for exercise of options

In respect of any particular option, the directors may in
their 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.
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Share options continued
2. New Option Scheme continued

®

©)

(h)

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 New Option 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.
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Share options continued BRAE =
3. Outstanding options 3. RITENEBIRE
Particulars of the outstanding options are as follows: RITEBREIRAEFF BT ¢

Exercise

Options held Options ~ Options  Options held at  price per

at 1st April 2002 granted exercised 31st March 2003 share
M=ZB=% durngyear duringyear ~ R-ZB=F SRTHE Exercise
MA-B REARE RERTE  ZA=1-A HKS  Grant date period
BENERE WBRRE OBRE SEOBRE et Rit B 3l

Old Option Scheme ERRET2
Director gz

Mr Liu Chuanzhi MEsEE 2,250,000 - - 2,250,000 2.876 31.82001  31.8.2001 -
30.8.2011
Mr Yang Yuanging BLELE 6,000,000 - - 6,000,000 4,072 16.4.2001 16.4.2001 -
15.4.2011
2,250,000 - - 2,250,000 2.876 31.82001  31.8.2001 -
30.8.2011
Ms Ma Xuezheng e e 2,920,000 - - 2,920,000 4,072 16.4.2001 16.4.2001 -
15.4.2011
1,600,000 - - 1,600,000 2.876 31.8.2001 31.8.2001 -
30.8.2011
Continuous contract BEANEE 7,712,000 - - 7,712,000 4,038 28.1.2000  28.1.2000 -
employees 27.1.2010
127,162,000 - - 127,162,000 4312 15.1.2001 15.1.2001 -
14.1.2011
26,630,000 - - 26,630,000 4,072 16.4.2001 16.4.2001 -
15.4.2011
832,000 - - 832,000 2,904 29.8.2001 29.8.2001 -
28.8.2011
115,636,000 - 656,000 114,980,000 2.876 31.82001  31.8.2001 -

30.8.2011



Share options continued BRE »

3. Outstanding options continued 3.

Options held Options  Options

at 1st April 2002 granted exercised
W=ZZ=% during year during year
MA-B REARE REATE
BENBRE HNBRE NERE

RITENIBIRE =

Exercise

Options held at  price per

31st March 2003 share
R-BZ=%F BRITHEE Exercise
=B=t+-H HK$  Grant date period
BENBRE B RitiAH T

New Option Scheme HEREE
Continuous contract BEGNER - 35,026,000 - 35,026,000 2435 10.10.2002  10.10.2002 -
employees 9.10.2012
Other participants HitpHE - 17,780,000 - 17,780,000 2435 10.10.2002  10.10.2002 -
9.10.2012
Notes: Hitat

(i) Inrespect of share options granted on 10th October 2002,
the closing price of the shares immediately before the date
on which the options were granted was HK$2.325.

(i) Weighted average closing price of shares immediately before
the dates on which the options were exercised by continuous

contract employees was HK$3.281.

(i) No share options were cancelled or lapsed during the year.

() ABE-ZZ-_F+ATERHNBRE  RHER
EER B BRI e (B A8 #2.3257T ©

(i) BREAFESOERBMITENBRE  ROERET
5 B AT A A I T (B B 63,2817 ©

(i)  ANEER - RBBIAEREHIRA
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Share Options continued

4.

Valuation of share options

The share 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.

Adoption of new accounting standard

Due to the adoption of Statement of Standard Accounting
Practice No. 34 (revised) “Employee benefits” during the year,
disclosures relating to the share option schemes for the
employees of the Company are also set out in Note 26 to the
accounts.

Purchase, sale or redemption of the Company’s
listed securities
During the year, the Company purchased 31,330,000 shares of

HK$0.025 each in the capital of the Company at prices ranging
from HK$2.225 to HK$2.875 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$79,399,000 and were for the purpose of enhancing returns on

equity.

4.

58

BREMLE

RHEWBREEEETEATENIRE NER - B
ERRAMZEHEN —LERAR SRS IEIHE
FERETR - NEEAI KB SEREGE - KA
R E % S B R R E B AT R (E I B E L
BE  MELRAEHBRRENRE - Bt - DEE
BN T ERITEE -

RansrEEHER

AARBFARE T St BEBERIEI45% (BIERD)
[ETHEAM] - BEAAARE THERE B KREER
RIS AR SR A AR B Y 5E26 -

BE  HEIWMEAQAAMH LHEE

RABFNEEBMERFNARAR ([BEEMERZZM])
f%E131,330,000/% & AR B ¥60.025 TEY AR A IR 17
BREBE2.225TF2.8757LH AR SR HBE
79,399,0007T ° EIfER A § LR = AR AR EI R




Purchase, sale or redemption of the Company’s BE  HEIBEAQARNLTES »
listed securities continued

Aggregate

Number of consideration

shares Highest price Lowest price  paid (including

repurchased per share per share expenses)

B

Month/Year %,/ A LAEE BRESE BREEE (BIEEA)
HK$ HK$ HK$’000

B il BT T

June 2002 —TE-FXHAH 2,000,000 2.875 2.875 5,765
October 2002 —TT-F1+A 4,810,000 2.325 2.225 10,941
March 2003 —ZTT=F=-H 24,520,000 2.600 2.400 62,693
31,330,000 79,399

The repurchased shares were cancelled and accordingly, the issued B EIERRA EAAES - BETRAEEBER LR ER - B
share capital was reduced by the nominal value thereof. The premium  B% {5 B9 FE (TSR B B £ AR alR B aE AR I o

payable on repurchase was charged against the retained earnings

of the Company.

Save as disclosed above, neither the Company nor any of its & EX3RFTEIN - NA R SEFEMMBARFEA—HREE

subsidiaries purchased, sold or redeemed any of the Company’s B - HESBRIA R FEER EHES o
listed securities during the year.
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Directors
The directors during the year and up to the date of this report were:

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

Professor Woo Chia-Wei

Mr Ting Lee Sen (appointed on 27th February 2003)

In accordance with Articles 92 and 101 of the Company’s Articles
of Association, Mr Yang Yuanging, Professor Woo Chia-Wei and Mr
Ting Lee Sen retire and, being eligible, offer themselves for re-election
at the forthcoming Annual General Meeting.

=
RAFERBIEARERHUANESENT :

HITEF

MEERE
HBILERE
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FBITEF
LKL E
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Biography of directors and senior management
Executive directors

Mr Liu Chuanzhi, aged 59, 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 33 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 re-appointed as Vice Chairman of All-
China Federation of Industry & Commerce in 2002 and has been
holding the office since 1997. He was appointed as a Representative
of the Ninth National People’s Congress of the PRC in 1998 and re-
appointed as a Representative of the Tenth National People’s
Congress of the PRC in 2003. 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 Business Week 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.

Mr Yang Yuanging, aged 38, 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 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 Business Week 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.
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—77

BLBRE =1\ ARBEIEF - BEFRERNT
B ’E\Eﬁ§$§%@¥i‘%ﬁ¥ﬂ&LVE o BRER—NNNE
EXNPERRIABAERMER - BRSRLTEM - AP
i%%iﬁﬁﬁégﬁéﬁqﬂlﬂﬁkﬂéﬂ“ BEER—N
NNFRA BRI TARELSF - AR NANANFESE
BEEMRTEFNRSHAE —PRAMTFES - HEER
“NAANFR-ZZ—FHREEFEATFREMZE - T»—;
AR RARKEGRNBRARNIEATES - %A
MG FRAEREE -

LEGEND ANNUAL REPORT 2002 /03 H#85 3R



Report of the Directors | & = & # & &

Biography of directors and senior management continved
Executive directors continued

Ms Ma Xuezheng, aged 50, is the Senior Vice President and Chief
Financial Officer of the Group. She is responsible for strategic
investment, finance and treasury management, corporate marketing,
listing affairs, overseas business development and motherboard
business of the Group. She graduated from Capital Normal University
in 1976 with a Bachelor of Arts degree. She has over 26 years of
experience in financial and executive management.

Non-executive director

Mr Zeng Maochao, aged 70, 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 46 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 which was spun-off from the Group
for separate listing on 1st June 2001.

Independent non-executive directors

Mr Wong Wai Ming, aged 45, is the Chief Executive Officer of Global
China Group Holdings Limited. He is a chartered accountant and
has extensive knowledge and experience in investment banking.

Professor Woo Chia-Wei, aged 65, is 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
and Council of Advisors on Innovation and Technology and also the
Chinese People’s Political Consultative Conferences.
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Biography of directors and senior management continued
Independent non-executive directors continued

Mr Ting Lee Sen, aged 60, is Advisory Director of W.R. Hambrecht
Co. and Board Director of APL Logistics Co. He obtained a Bachelor
of Science degree in Electrical Engineering from the Oregon State
University in 1965. He attended graduate studies in the same field
at Stanford University and is a graduate of the Standford Executive
Program. He was a former corporate vice president of Hewlett-
Packard Company where he worked for more than thirty years. He
has extensive knowledge and experience in IT industry.

Senior Vice President

Mr Liu Jun, aged 34, is the Senior Vice President of the Group. He
is responsible for operation systems (purchasing, manufacturing,
quality assurance and business affairs) and consumer IT business.
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
research, development and marketing of IT products.

Mr Yu Bing, aged 37, 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 35, is the Senior Vice President of the Group.
He is responsible for the corporate IT business. 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 strategic, product
development, sales and marketing, supply chain and procurement
logistic management.
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Biography of directors and senior management continved
Senior Vice President continued

Ms Wang Xiaoyan, aged 41, is the Senior Vice President of the
Group. She is responsible for information technology development
as well as financial control, 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.

Mr He Zhigiang, aged 40, 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 and product-chain management. He graduated
with a Master degree in Computer Sciences from the Institute of
Computing Technology of the Chinese Academy of Sciences and
has 17 years of experience in the research and development of
computer products. He joined the Group in 1986.

Vice President

(The followings are in alphabetical order)

Mr Chen Shaopeng, aged 34, is the Vice President of the Group
and is responsible for the commercial desktop PC business. He
graduated from Beijing Technology and Business University (formerly
known as Beijing Institute of Light Industry) with a Bachelor degree
in Computer Science and has over 10 years of experience in PC
business and management. He joined the Group in 1993.

Mr Cheung Wing Chung, Anders, aged 39, is the Vice President
of the Group and is responsible for strategic investment project
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 14 years of experience in

computer marketing.

Mr Du Jianhua, aged 39, is the Vice President of the Group. He is
responsible for the overall development and 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.
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Biography of directors and senior management continued
Vice President continued

Mr Liu Xiaolin, aged 40, is the Vice President of the Group. He is
responsible for the industry standard of collaborating application
and 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 38, is the Vice President of the Group. He is
responsible for the mobile handset business. 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 of researching, producing
and marketing in this field.

Mr Lu Yan, aged 38, is the Vice President of the Group and is
responsible for consumer IT business. Mr Lu graduated in 1989
with a Master degree in Engineering from Beijing Institute of
Technology and has over 10 years of experience in project R&D
and management. He joined the Group in 1992.

Mr Ma Yue, Alex, aged 36, is the Vice President of the Group and
is responsible for IT service market development department and
Han Consulting business. Mr Ma graduated from Beijing University
in 1988 with a Bachelor of Science degree. He obtained a MBA
degree from China Europe International Business School in 2000.
Mr Ma has over 13 years’ experience in IT and related industries.
Prior to joining the Group, he held various senior management
positions in IBM and HP China Region. He joined the Group in 2002.

Mr Meng Lin, aged 49, is the Vice President of the Group with
responsibility for Legend Chinaweal business. He graduated from
the business school of Tsinghua University in 1987 with a Master
degree in Engineering. He joined the Group in 2002 and has 10-
year demonstrated experience in system integration and services.
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Biography of directors and senior management continued
Vice President continued

Ms Qiao Jian, aged 35, is the Vice President of the Group with
responsibility for human resources and legal functions. She
graduated from Department of Management Science of Fudan
University in 1990 with a Bachelor degree. She joined the Group in
1990. She has 9 years of experience in corporate marketing and
branding management and has extensive experience in human
resources management.

Ms Wang Xiaochun, aged 50, is the Vice President of the Group.
She is responsible for customer service and information
management. She obtained her Master degree in Science at the
Graduate School of Chinese Academy of Sciences in 1981. She
has over 17 years of experience in management and administration.
She joined the Group in 1990.

Mr Zhang Houqi, aged 37, is the Vice President of the Group with
responsibility for the knowledge management of the Group. He
graduated from the Department of Automation, Tsinghua University
in 1992 with a Ph.D. degree in Engineering. He later received a Ph.D.
in Economics from the Institute of Fiscal and Financial Science in
1994. He is advisor and part-time professor of Sun Yat-Sen University
Lingnan (University) College and also a part-time professor of
University of Science and Technology of China. He has ten years of
experience in business consulting and IT service. He joined the Group
in 2002.

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 or its subsidiaries 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 EENRSER

As at 31st March 2003, according to the register maintained under RZ=ZTZ=F=F=+—H ' E&EH EEED &0 ((H=
section 29 of the Securities (Disclosure of Interests) Ordinance (the — # & 15011) F2olkFE R E LMtk - EEEAR A &I
“SDI Ordinance”), the interests of each director in shares of the — BEABRIRHEZLT ¢

Company and its associated corporations were as follows:

1. Interests in shares 1. Bz
(8 The Company (@) ZARH]

Number of shares

RBEE

Personal Family Total

interest interest interests

Name of director EEpE PN RikER R

Mr Liu Chuanzhi WERLAE 10,010,000 256,000 10,266,000

Mr Zeng Maochao LIRS A 4,080,000 - 4,080,000

Mr Yang Yuanging BITERAE 6,200,000 - 6,200,000

Ms Ma Xuezheng BEEZ+ 16,714,000 2,360,000 19,074,000

(o) Associated corporation (o) EEEEE
- Digital China Holdings Limited —  WMNBESERBRAR]

Number of shares

RDEE

Personal Family Total

interest interest interests

Name of director EEpnE B ARz RikER R
Mr Liu Chuanzhi WER L E 1,496,000 97,600 1,693,600
Mr Zeng Maochao LIRS A 808,000 60,000 868,000
Mr Yang Yuanging BITERAE 520,000 - 520,000
Ms Ma Xuezheng BEiF&+ 1,646,400 - 1,646,400
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Directors’ interests in securities continued
2. Interests in options relating to shares of the Company

(@)

Share options granted by the Company

The interests of the directors in the share options of the
Company are detailed in the Share Options section stated
above.

Other

On 5th June 2000, B8 A% B R A 7 (Legend Holdings
Limited), the controlling shareholder of the Company, has
granted call options to certain persons including the
following directors. They are respectively entitled (subject
to certain conditions) to acquire, and to require Legend
Holdings Limited to sell, shares of the Company, at a
price of HK$0.5325 per share during a period ending 1st
August 2007.

2.

SRAQTRG B E
(@) ARERHEBLAE

EEERRENERC A E EUERE R
o

o) Hft

RZTETEXNARA - ARA AR
BIERARARA—LEA (BIETIIES) KR
REHRIE - A RTFETHEAME) BERE
KEEEREBRARE—EELFENA—BA
B ERBE0.5325 T HE AR AT °

Number of shares

RIEE

Personal Family Total

interest interest interests

Name of director EEpE B AR RikiEm BRER
Mr Liu Chuanzhi WERLE 6,000,000 720,000 6,720,000
Mr Zeng Maochao BIREASE 4,000,000 600,000 4,600,000
Mr Yang Yuanging BB 4,000,000 - 4,000,000
Ms Ma Xuezheng BEAEL+ 4,000,000 - 4,000,000

Save as disclosed above, as at 31st March 2003, 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.

B EXWEIN  REFREBBEATR _TT=F=
A=+—BREFAAR B EROERE GRen A
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Substantial interests in the share capital of the
Company

As at 31st March 2003, according to the register maintained by the
Company pursuant to section 16(1) of the SDI Ordinance and so far
as is known to the directors, the following corporations had an
interest of 10% or more of the issued share capital of the Company:

AATBRARPHE RS

24

ATERR=F-A=1—R  READFRFEERGNE
16 IRFEMERMACS - YHEEMRM - TIEEIRE

Percentage of

Number of shares issued share capital Note
HEBITRAE

Name g RBHE HERL fifzt

Legend Holdings Limited EAaER B R A A 4,322,485,971 57.8% 1

Employees’ Shareholding Society of HBER AR A E]
Legend Holdings Limited BIfske 4,322,485,971 57.8%
Right Lane Limited FRBRAR 1,469,311,247 19.7%
Notes: Hiat

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

2. Employees’ Shareholding Society of Legend Holdings Limited is
an equity holder of Legend Holdings Limited 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 Legend Holdings
Limited. Therefore, number of shares in which Right Lane Limited
is shown as being interested is part of the shares in which Legend
Holdings Limited is shown to be interested.

1. RARPXEBREEFEZLegend Holdings Limited °

2.  HRERARARBITHREREHEIZRER AR
H - MBRERERAR2ERARBERAR « Eit
B AR A R TR ERE /D FIFEZMRAH
FAMAR DL -

3. BHERARRBBERERARIZENBEAR - Hit

MABRARMRNRD - BRSMABIZERERARRE
PRADBOEL AR — &P ©
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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, 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.

Under the MPF scheme established by the Group, all qualified
employees are required to contribute 5% of their basic salary plus
commission, bonus, gratuity expensed in monetary terms (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 respective local municipal government
retirement schemes in the Chinese mainland whereby it is required
to make an annual contribution of no more than 20% of three times
the monthly average salaries as set out by the local municipal
government each year. The local municipal governments undertake
to assume the retirement benefit obligations of all retires of the
qualified employees in Chinese mainland.
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% AREIG2MEZHFEEELELR - IR REm=
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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 16th January 2002, a
subsidiary of the Company has leased from Shenzhen Legend
Science Park Company Limited, a subsidiary of the Company’s
controlling shareholder, certain office premises and car parking
spaces situated at Legend Research and Development
Building, Hi-Tech Industrial Park, 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. The rental was determined based
on confirmation of an independent firm of professional property
valuers of their assessment of its market rental when the
tenancy agreement was entered into.

2. 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, has agreed to provide
certain interactive services to the Group:

(@ 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 for account access fees determined under
the account access contract (see below).

(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 2003 was HK$43,879,000.

REXS
TR GERARRMERS - WREEBMERIHMES
ERA(TEMRRA) # +HEAERFRAMELE -

1. BREZTZT_F—-AHNAZEERE - ADEK
JB 1 R PR AR AR R O PR & BRI B AR R B A IR
R AR BRI A BURY = # R EE 3 B R B AR 3 rh
DAREZ BN BFERIFEN - L RHAE+XEA
E-TTRF+—A+TEAL - AEARK1,309,300
TTORETEEE M EMMAR) - ZHEE THRRRI AL
B B EGEMTHEMSASFEMELZ
HRTUAEE -

2. HAOL China Holdings LLC#HKAEZ AR
FM365.com Limitedf% + 42 A1 AR AR B 2 T /&8 A 7]
b RE AT SERHR AR A 7] ([Legend FMI) BERIE R
HEDHRBETAEE :
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Connected transactions contined RERXS =
The Company has been granted a waiver by the Stock MEXo@ K20z RHME @ AARBEER
Exchange of Hong Kong from the strict compliance of the iﬁﬁﬁﬁﬁi%ﬁﬁ&?%%ﬁﬂ%hvim%EE' |EE+mEA
requirements of Chapter 14 of the Listing Rules in respect of o RABBMIFNTE R ERELERH IR
the transactions stated in paragraphs 2(a) and 2(b) above. “%% :

These transactions have been reviewed by independent non-
executive directors of the Company who have confirmed that
these transactions were:

()  conducted in the ordinary and usual course of the Group’s i) RAKEN—BRBEEBTET
business;

(i) on normal commercial terms and on terms that are fair (i) H—MEBEREXLHEARARRATEE
and reasonable so far as the shareholders of the Company LI

are concerned;

(i) entered into in accordance with the terms of the (i) BRELRFOHRIGTET &
agreement governing these transactions; and

(iv) not exceed 3% of the audited consolidated net tangible (iv) BASERMEFEANKEZEER/T
assets of the Group in the financial year. QEEEE’\JS% °

3. Subsequent to the spin off of Digital China Holdings Limited 3. @/ &SR R A 5 R EKT B A 7] ([ #8155

(“DCHL”) and its subsidiaries (collectively, “DCHL Group”) from EDR=ZZZ—FRNARKEBSITE L LTk - @
the Group for separate listing in June 2001, DCHL became an INEEERK AR EHERAR R B A T (ER R LR
associate (as defined in the Listing Rules) of the Company’s A - WHE ETARAIME - WRRARARMEEAL

controlling shareholder. DCHL is deemed as a connected
person in relation to the Company for the purpose of the Listing
Rules.



Connected transactions continued

(@)

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 for a monthly management fee of HK$186,270
exclusive of rates, estate management fees and other
related expenses. The monthly fee was determined with
reference to the rental that the Group paid to the landlord
for leasing of the office and the actual floor area occupied
by DCHL Group.

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 rental was agreed upon based on the market value
for premises of similar type as certified by an independent
firm of professional property valuers when the tenancy
agreement was entered into.

The Group purchased information technology products
from DCHL Group. For the year ended 31st March 2003,
such purchases amounted to HK$5,414,000.

The Group sold Legend brand computers and related
products to DCHL Group. For the year ended 31st March
2003, such sales amounted to HK$1,132,000.
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Connected transactions continued
The Company has 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 stated in paragraphs 3(c) and 3(d) above.

These transactions have been reviewed by independent non-

executive directors of the Company who have confirmed that

these transactions were:

(i)

(i)

(V)

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;

in respect of transaction stated in paragraph 3(c) above,
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; and

in respect of transaction stated in paragraph 3(d) above,
1% of the audited
consolidated turnover of the Group; and (2) HK$14.2

not exceed the higher of: (1)

million, in the financial year.

The Company has received from the auditors a letter stating

that the connected transactions stated in paragraphs 3(c) and
3(d) above:

have been approved by the board of directors of the
Company;

were conducted in accordance with the pricing policy of
the Company;
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Connected transactions continued

(iiy ~ were entered into on terms no less favorable than terms
available to/from independent third parties; and

(iv) have not exceeded the caps agreed with the Stock
Exchange of Hong Kong.

Subsequent to the setting up of Legend Mobile Communication
Co. Ltd. (the “JV”), a joint venture company between a wholly-
owned subsidiary of the Company Legend (Beijing) Limited
and Xiamen Overseas Chinese Electronic Co., Ltd. (“Xoceco”),
Xoceco being a substantial shareholder of the JV became a
connected person in relation to the Company for the purpose
of the Listing Rules. During the year, the Group entered into
the following transactions with Xoceco and/or its associates
(as defined in the Listing Rules):

(@ On 19th June 2002, Legend (Beijing) Limited entered into
an agreement with Xoceco pursuant to which Legend
(Beijing) Limited acquired from Xoceco 16% of the equity
interest in the JV at a consideration of RMB24 million
and to invest RMB37.5 million as capital for acquisition
of further equity interest in the JV. The consideration for
the acquisition was arrived at after arm’s length
negotiation between the parties and was based on the
face value of the registered capital of the JV. The
acquisition was completed. The JV is currently owned as
to 80.8% by Legend (Beijing) Limited and 19.2% by
Xoceco.

(b)  Pursuant to a tenancy agreement dated 19th June 2002
between the JV and Xoceco, the JV has leased from
Xoceco certain factory and office space situated at Xiamen
Overseas Chinese Electronics Science Park, Huoju High
Technology Development Zone, Xiamen, China at a
monthly rental of RMB101,091.66, exclusive of
management fees and other outgoing expenses for the
period of 5 years expiring on 5th April 2007. The rental
was determined with reference to the prevailing market
rents when the tenancy agreement was entered into.
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Connected transactions continued
() The JV made purchases from Xoceco and/or its
associates (as defined in the Listing Rules) such as raw
materials, semi-finished products, moulds and module
for production and business operations of mobile
handsets. For the year ended 31st March 2003, such
purchases amounted to RMB34,310,000.

The Company has 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 stated in paragraph 4(c) above. This transaction
has been reviewed by independent non-executive directors of
the Company who have confirmed that this transaction was:

(i)  entered into in the ordinary and usual course of the
Group’s business;

(i) conducted either on normal commercial terms or on terms
no less favourable than terms available to (or from, as
appropriate) independent third party;

(i) on terms that are fair and reasonable so far as the
shareholders of the Company are concerned; and

(iv) the aggregate amount of the transactions not exceed
RMB38 million.

Related party transactions for the year are also set out in Note 28 to
the accounts.
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Audit Committee

The Audit Committee has been established since 1999 with
responsibility of assisting the Board in providing an independent
review of the financial statements and internal control system. It
acts in accordance with its Terms of Reference which clearly deal
with its membership, authority, duties and frequency of meetings.
The current Committee members are Mr Wong Wai Ming (chairman),
Professor Woo Chia-Wei, Mr Ting Lee Sen and Mr Zeng Maochao.
The majority of the Committee members are independent non-
executive directors.

The Audit Committee meets four times a year to review accounting
principles and practices adopted by the Group, discuss internal
control and financial reporting matters including the quarterly, interim
and annual financial statements before recommending them to the
Board for approval. The external auditors, CFO and the management
of Finance Department and Internal Audit Department attend to
answer questions on the reports or their work.

Remuneration Committee

The Remuneration Committee was established in May 2003 with
responsibility of assisting the Board in determining the framework
or broad policies for the remuneration of executive directors of the
Company and the allocation of share options, overseeing any major
changes in employee benefit structures and considering other topics
as defined by the Board. The objective of such policies shall be to
ensure that the members of executive management of the Company
are provided with appropriate incentives to encourage enhanced
performance and are, in a fair and responsible manner, rewarded
for their individual contributions to the success of the Company.

The initial Committee members are Mr Wong Wai Ming (chairman),
Professor Woo Chia-Wei and Mr Zeng Maochao. The majority of
the Committee members are independent non-executive directors.
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Code of best practice BIEERSTR

Apart from the fact that the non-executive directors are not appointed  HEIEMITE BREERIEA R AR ERARINE TAR
for a specific term as they are subject to retirement by rotation at B ERBFEA S FERESEMEFRETEEEN - KRRINE
annual general meeting in accordance with the Company’s Articles SR —E &5 E R BIK E;+-meAH M & ERASTR)

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.

Auditors B EED

The accounts have been audited by PricewaterhouseCoopers who — BRB &R LR KES AT EISERX - BRI KESHAD
retire and, being eligible, offer themselves for re-appointment. BGPTSR -

On behalf of the Board EEEEWm

Li. hoam 2 %T%

Liu Chuanzhi
Chairman Ex

Hong Kong, 28th May 2003 BE —EE=FRA=-1+N\ARH
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PRICEWATERHOUSE(COPERS

B e B Bt 67 F 4 AT

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
LEGEND GROUP LIMITED
(incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 77 to 142 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.

PricewaterhouseCoopers
22nd Floor Prince’s Building
Central Hong Kong
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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 2003 and
of the Group’s profit and cash flows for the year then ended and
have been properly prepared in accordance with the Hong Kong
Companies Ordinance.

@.!3

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28th May 2003
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PROFIT AND LOSS | & & &
ACCOUNT

For the year ended 31st March 2003  EZ-—TE=F=H=1—HIFE

2003 2002
Note HK$’000 HK$’000
Hia BT T BT T
Turnover L 3 20,233,290 20,853,254
Earnings before interest, taxation, BRFIE - I8 - T8
depreciation and amortisation expenses B SH AT & m F 1,174,720 1,008,938
Depreciation expenses WeEER (160,304) (143,048)
Amortisation of intangible assets m A ERH (15,246) -
(Losses)/gains on disposal of subsidiaries, HEMBAR - BEAT
an associated company and investment RBHIZE
securities 2 (B18) /kas (26,802) 164,240
Interest income FEWA 77,233 67,360
Profit from operations 48 g A 4 1,049,601 1,097,490
Finance costs M%ER 6 (20) (11,785)
1,049,581 1,085,705
Share of (losses)/profits of jointly FEAL FE R
controlled entities EEE (518) R f (34,756) 8,468
Share of profits/(losses) of associated FEAGEE = A A
companies sm Al (E518) 13,826 (12,979)
Profit before taxation FREERT R 5 1,028,651 1,081,194
Taxation B8 7 (26,018) (23,092)
Profit after taxation FRA 1% 5 A 1,002,633 1,058,102
Minority interests DER R 14,519 (13,202)
Profit attributable to shareholders P& B A e F) 10 1,017,152 1,044,900
Dividends [N 11 747,411 383,088
Earnings per share (HK cents): BRAF &)
— Basic —HAR 12 BY55 13.86
— Fully diluted —2HE#E 12 13.54 13.79
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BALANCE | & E
SHEETSI & &

As at 31st March 2003 R-FEE=F=H=+—H
Group Company
£8 YNC|
2003 2002 2003 2002
Note HK$’000 HK$'000 HK$’000 HK$’'000
li0kz3 BET T BT T BET T T T
Non-current assets FRBEE
Intangible assets BHEE 13 120,621 = = =
Tangible fixed assets EVEEERE 14 845,976 847,316 41,000 3,169
Construction-in-progress FEIR 15 174,138 43,866 - -
Investments in subsidiaries RETBRRZEE 16(a) - - 2,327,875 2,327,875
Investments in jointly LRI E R
controlled entities ZIRE 17 198,549 210,432 - -
Investments in associated NGNS
companies ZIRE 18 101,613 204,806 - -
Loan to a related company EXRT—H@EAR - - - 50,034
Investment securities BHIEE 19 73,649 30,762 37,890 =
1,514,546 1,337,182 2,406,765 2,381,078
Current assets REEE
Inventories FE 20 1,269,051 855,519 - -
Amounts due from FEWPH B AR
subsidiaries Rk 16(b) - - 2,188,544 2,139,345
Amounts due from jointly HRZEH
controlled entities 4 U - 194,132 - =
Trade receivables FEWE SRR 21(a) 553,516 660,737 - -
Notes receivable Al EE 21(b) 383,412 17,607 - =
Deposits, prepayments and e - BAHE
other receivables K H b EURBR X 226,748 185,391 89,737 76,633
Cash and bank balances e RIRITHER 22 2,808,323 2,441,169 1,813,751 1,393,909
5,241,050 4,354,555 4,092,032 3,609,887
Current liabilities REBEE
Amounts due to subsidiaries eI A BIR K 16(b) - - 87,431 189,468
Trade payables FETE SRR 23(a) 1,588,632 1,151,950 - -
Notes payable ANESE 23(b) 279,381 184,781 - -
Accruals and other payables FEEt B A REMERERRK 630,779 663,361 15,427 16,197
Tax payable FERIBITE 8,212 2,231 - =
2,507,004 2,002,323 102,858 205,665
Net current assets REBEETHE 2,734,046 2,352,232 3,989,174 3,404,222
Total assets less current HEERRD
liabilities aE 4,248,592 3,689,414 6,395,939 5,785,300




Group Company
£B8 YN

2003 2002 2003 2002
Note HK$’000 HK$'000 HK$’000 HK$'000
i BT T BT BT T BT

Financed by: EEHR
Share capital &N 25 186,934 187,701 186,934 187,701
Reserves G 27 4,001,587 3,494,333 6,208,701 5,697,295
Shareholders’ funds BEES 4,188,521 3,682,034 6,395,635 5,784,996
Minority interests DB R 59,741 7,050 - -
Deferred taxation ERERIR 24 330 330 304 304
4,248,592 3,689,414 6,395,939 5,785,300

On behalf of the Board

EEEEWm

@S Ve

Liu Chuanzhi
MEE
Director
EFE

Yang Yuanging

BTE
Director
)
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CONSOLIDATED | % &
CASH FLOW | 3 &
STATEMENT |77t & &

For the year ended 31st March 2003 B Z—FTE=F=H=1—HI-FE

2003 2002
Note HK$’000 HK$’000
Kt BT T BT IT
Operating activities RETER
Net cash inflow from operations LTSI S F 5 32 1,150,075 809,490
Interest received FB WA 77,233 67,360
Interest paid MBS H (20) (11,785)
Tax paid AN TEN (17,410) (22,047)
Net cash inflow from operating activities TE TSRS TR 1,209,878 843,018
Investing activities RETED
Purchase of tangible fixed assets BEAFETEEE (125,708) (268,536)
Sale of tangible fixed assets HEEFETEE 29,727 32,236
Payment for construction-in-progress SERETIRRIE (169,000) (187,053)
Payment for patent acquired [=PNGY (42,453) -
Purchase of investment securities BEEFRE (200,237) (2,746)
Sale of investment securities HEFEHRE 140,517 23,229
Net cash inflow in respect of acquisition of BT A Al
subsidiaries FiiSIR& /558 38 4,847 =
Payment for acquisition of business BEER (54,613) -
Investment in an associated company g lYNG| (2,670) -
Net cash outflow in respect of disposal i E B A R
of subsidiaries REFRE - (127,240)
Investment in jointly controlled entities A& HRIETIE S (24,289) (250,747)
Repayment of advance from i NCILEY
an associated company PR B3R 50,034 10,004
Proceeds from disposal of SR A R]
an associated company FriS 308 27,286 37,736
Dividends received from associated [mALNE /N
companies i 6,892 -
Net cash outflow from investing activities LB EBFTER TR (359,667) (733,117)



2003 2002
Note HK$’000 HK$’'000
HiaE BT T BT
Financing activities 38
Exercise of share options and issue of TR AR R B 1T
new shares 1,887 143,949
Repurchase of shares (79,399) (263,761)
Dividends paid (405,276) (294,578)
Increase in bank loans - 121,495
Decrease in loans from minority BB A B D BBR R
shareholders of a subsidiary - (4,840)
Net cash outflow from financing BB FTREIR 558 (482,788) (297,735)
Increase/(decrease) in cash and cash BeRERBRSEEM
equivalents 367,423 (187,834)
Cash and cash equivalents at the
beginning of the year 2,441,169 2,633,651
Effect of foreign exchange rate changes (269) (4,648)
Cash and cash equivalents at the end
of the year 34 2,808,323 2,441,169
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CONSOLIDATED |47 & & &
STATEMENT OF | # &= & 8) 5=
CHANGES IN EQUITY

For the year ended 31st March 2003 #Z=—FTZE=F=H=+—HIFFE

g5

Y

2003 2002
Note HK$’000 HK$’000
Kt BT T BT IT
Total equity at the beginning RN 3,682,034 3,882,922
of the year
Deficit in fair market value of TEEH 2 AFHE
investment securities g 27 (20,891) (36,058)
Exchange differences arising from FEBINTBATF
translation of foreign subsidiaries, Bk N ) S LR P2
associated companies and BRCIRERMEELY
jointly controlled entities MEHZE5 27 156 3,819
Net losses not recognised in the KRB R ERR
profit and loss account 2 ERFE (20,735) (32,239)
Profit for the year N [ g A 1,017,152 1,044,900
Reserves realised upon disposal R EFEFRERFER
of investment securities 2t 27 (7,120) (13,518)
Total recognised gains BEERWA LR 989,297 999,143
Goodwill written (off)/back arising from BRI A AR
disposal of subsidiaries (HBR) 2 P 27 (22) 22,897
Exercise of share options 1T AR 27 1,887 145,755
Repurchase of shares 5 B AR 9 27 (79,399) (265,567)
Dividends paid B AR, 27 (405,276)  (1,103,116)

Total equity at the end of the year FRERBRE 4,188,521 3,682,034




NOTES TO THE | Bk B
ACCOUNTS | fff &

1:||||/

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 (“SSAP”) issued by the HKSA
which are effective for accounting periods commencing on or
after 1st January 2002:

SSAP 1 (revised) : Presentation of financial statements
SSAP 11 (revised) : Foreign currency translation

SSAP 15 (revised) : Cash flow statements

SSAP 34 (revised) : Employee benefits

The adoption of the above SSAPs has no material effect on
the Group’s accounts.

Principal accounting policies
The principal accounting policies adopted in the preparation
of these consolidated accounts are set out below:

(a) Basis of consolidation

(i)  The consolidated accounts include the accounts of
the Company and its subsidiaries made up to 31st
March. A subsidiary is a company in which the
Company, directly or indirectly, controls more than
half of its voting power; has the power to govern
the financial and operating policies; to appoint or
remove the majority of the members of the board of
directors; or to cast majority of votes at the meetings
of the board of directors.

mEEE

AR A DREEA ARG RAREEGHMARR
ZEERAIRH - BR B IR IR R AR SR ER

B BT BRI  BARATIARTE

VN

REE  AEERWNA TSRS EM 2 GHER
A ZESHEBLAR_TZT_F— Bz
?él?-ﬁﬁézgﬁgﬁfaﬁiﬁ :

SR EBERF IR EER]) - MBHRRZE2®
SR EBERIE R EER]) - INERE

B EBENF165 (EEFD) - RERER
BRI EBERES4R (EEFD) : EITEA

R LA ERENEAEEZRB LT BEEAF
=,

FEERER
ERUGAREBARAZ EERHBERIINT -

(i) AFEREBEARALREMBATR
H=1+—RZiRE - HBARTEART
BERSEEER R BFORE - A
EHMBRNEERE I RERRRHEE
EECAZHKE KA EHEEEREH
ERREHEZRA]
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Notes to the Accounts | & B M &

2 Principal accounting policies continued
(a) Basis of consolidation continued

(i)

(i)

(iv)

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.

The gain or loss on the disposal of a subsidiary
represents the difference between the net sales
proceeds 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.

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

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.

2 FESHBUR #
(a) HEE%E #

(if)

(iii)

(iv)

RAFENBAREL ZHBARZE
4 AYEAN BRI ERELME
H1F (ER) st AR S BER

HEMHBRRZ BEENEMSHRIAFER
HEAREE A EEEFEERBEL ARG
AREBHRANRNGRIBRRARERZ
AN HR B S B AR IA RAETAER 25T
SNEHE FHEME R ZHE o

FEBAZRRRZAEEAR S AR
BRERA IR B BN

B2 T RSN PR RS T B 2
TS A R A A S -

Mt A BB TR AME IR R E R 1R
BRIANARBEEARER - WBARZ
SRR T U R B AR B B DI AR AR
#&A -




2 Principal accounting policies continued
(b) Joint ventures

U)

(i)

(iii)

(iv)

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 net
sales proceeds and the Group’s share of its net
assets together with any unamortised goodwill/
negative goodwill 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.

2 TESHBE =
(b) B¥L%E

(i)

(i)

(iii)

(iv)

SREMCED—HANE - Bt AEE

&E@ﬂﬁﬁﬁﬁwﬁéﬁ X B
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Notes to the Accounts | & B M &

Principal accounting policies continued
(c) Associated companies

(0

(i)

(i)

(iv)

An associated company is a company, not being a
subsidiary or a joint venture, 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 goodwiill/
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 net
sales proceeds and the Group’s share of its net
assets together with any unamortised goodwill/
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.

2

FESHEE &
N

(c)

(i)

(i)

(iii)

(iv)
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2

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 sheet 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 account
is translated at an average rate. Exchange differences
are dealt with as a movement in reserves.

(e) Tangible fixed assets
() 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.

Amortisation of leasehold land is calculated to write
off its cost to its estimated residual value 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%.

2
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Notes to the Accounts | & B M &

Principal accounting policies continued
(e) Tangible fixed assets continued

(i)

(i)

Land use rights, leasehold land and buildings/
improvements continued

Depreciation on buildings is calculated to write off
their cost to their estimated residual value 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 to their estimated
residual value 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 to
their estimated residual value 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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Principal accounting policies continued
(e) Tangible fixed assets continued

()

(i) 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 construction-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.

(iv)  Gain or loss on disposal of tangible fixed assets
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.

(v)  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 building and plant and
machinery are transferred to tangible fixed assets at cost
less accumulated impairment losses.
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Principal accounting policies continued
Intangible assets

(9

(i)

Gooawill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share
of the net assets of the acquired subsidiaries, jointly
controlled entities and associated companies at the
date of acquisition.

Goodwill on acquisition 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 continued

(9)

(h)

Intangible assets continued

()  Gooadwill continued
In accordance with the provisions of Interpretation
13 “Goodwill — continuing requirements for goodwill
and negative goodwill perviously eliminated against/
credited to reserves” issued by HKSA, 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.

(i) Patents and trademarks
Expenditure on acquired patents, trademarks and
licenses is capitalised and amortised using the
straight-line method over their useful lives, but not
exceeding 20 years. Patents, trademarks and
licenses are not revalued as there is no active market
for these assets.

(i) 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.
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Principal accounting policies continued

(h)

U

0

Investment securities continued

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.

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.

2
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2

Principal accounting policies continued

(k)

U

(m)

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

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.

Contingent liabilities

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.

2

FESHBE &
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(m)
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2 Principal accounting policies continued

(n)

()

(P)

(@

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 recoverable in 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.

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.

Employee benefits

()  Employee leave entitlements
Employee entitlements to annual leave, sick leave
and maternity leave are not recognised until the time
of leave.

2 FESHBUR #

(n)

(0)
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2 Principal accounting policies continued
() Employee benefits continued

(r)

(i) Pension obligations

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 respective
local municipal government retirement schemes in
Chinese mainland are expensed as incurred while
the local municipal governments in Chinese
mainland undertake to assume the retirement benefit
obligations of the qualified employees in Chinese
mainland.

(i)  Share options
No employee benefits cost is recognised when
options are granted. When the options are
exercised, equity is increased by the amount of the
proceeds received.

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 of geographical segments consist
primarily of tangible fixed assets, construction-in-
progress, inventories and receivables, and mainly exclude
investments in jointly controlled entities, investments in
associated companies, investment securities and cash
and cash equivalents. Segment liabilities comprise
operating liabilities and exclude tax payable and deferred
taxation. Capital expenditure comprises additions to
tangible fixed assets and construction-in-progress.

2 FESHEER #
(q) EEEF =

(i) RIS EIE
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Principal accounting policies continued

() Segment reporting continued
In presenting on the basis of business segments, tangible
fixed assets and construction-in-progress are excluded
from segment assets.

Turnover, revenue and segment information

The Group is principally engaged in the provision of advanced
information technology (“IT”) products and services. Revenues
recognised during the year are as follows:

FESHBE »

(n 2EEHR =
BREBHOBE2HRE  DBREEYTREERE
TEEERTRELRE -

LEE  WERIBEN
AEEEBREEBL (1) ERRR - FRRER
AT :

Group
&£H
2003 2002
HK$’000 HK$’000
BT T BT IT

Corporate IT business DEEITERS 10,803,311 10,077,796
Consumer IT business SHEBITER 6,822,633 7,400,769
Handheld device business FRREER 1,440,328 216,434
IT service business ITARTE %75 183,800 =
Contract manufacturing business A REEER 983,218 1,533,864
Others At - 1,624,391

20,233,290 20,858,254

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, including Chinese
mainland and Hong Kong (the “PRC”), Asia Pacific (excluding
PRC), North America and Europe.

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

EXRFHLGN — wiFdsE

AEBEEBEMBAR - KREGHERRBE QRN
POfEE Eih i — P E ARAFE (BREPBEAERE
) ([FRE) ~ AR (FEIERSN - bR R B =
ES

D R EEREREEREMRS -




Turnover, revenue and segment information continued
Primary reporting format — geographical segments
continued

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.

Secondary reporting format - business segments
The Group is categorised into 5 main business segments:

o Corporate IT business

e Consumer IT business

° Handheld device business

o IT service business

o Contract manufacturing business

Other operations of the Group last year mainly comprised
business operated by Digital China Holdings Limited (“DCHL”)
and its subsidiaries (“DCHL Group”), including sales of foreign
brand computers and related products and provision of system

integration services.

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

EERE - WERITEEH #
EAXRYBAHR — S 2%E &

BN B2 EME - DBRERBEREETREP
PRI 2T - DIREEAIREBE Z RN ZS -

DRERBRERNREEZ EME2S]  BIRE
BERRRE -

#HYHBLER - EK2E
REBZEBEED BTN

o EITER

o HEITER

s FREBED

o ITIRIBETR

s ARREXD
EFEAREEMERTEREMNBISERARA
A ([N 2005 ) Je ELFH A B) (B0 [N ERAS SR L))

BT BREEEIEEMIEEERMERRSE
PR ARF

EBNBEHETEERHERHMRS -
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3 Turnover, revenue and segment information conives 3 S XX - WE RS EER »

(@) Primary reporting format — geographical segments (a) EXRIBAHN — #EHSE
Asia Pacific
(excluding Group
PRC) North Total
PRC TAE America  Europe £8
HE (REIRSN EEM B &3t
2003 2003 2003 2003 2003

HK$'000 HK$000 HK$'000 HKS$'000  HK$'000
BETT BETr B®Tr BEETz BETx

Profit and loss account Bi#EE
Turnover exm 19,738,075 5,818 14,999 474,398 20,233,290
Segment operating results DR EEE 1,011,204 412 130 3,494 1,014,416
Losses on disposal of subsidiaries, HERBAR

an associated company and HEARR

investment securities EHEREZER (26,802) - - - (26,802)
Amortisation of intangible assets B EESEH (15,246) - - - (15,246)
Finance income 53N 77,233
Finance costs HEER (20)
Contribution to operating profit BHMER 1,049,581
Share of losses of jointly controlled entities {4 R4 & &8 (34,756) - - - (34,756)
Share of profits of associated companies  JEfEEE A Bl F 13,826 - - - 13,826
Profit before taxation BRET A A 1,028,651
Taxation B (26,018)
Profit after taxation B R A 1,002,633
Minority interests DEREER 14,519

Profit attributable to shareholders B R (s A 1,017,152




EEE - ISR DEER 2
(a) EAXRFFHN — tigoE 4

3 Turnover, revenue and segment information continves 3
(@ Primary reporting format — geographical segments

continued

Asia Pacific

(excluding Group
PRC) North Total
PRC TAE America  Europe £8
FE (PERRIN JEEM BON &5t
2003 2003 2003 2003 2003
HK$000 HK$000 HK$000 HKS$000 HK$000
BT BYETx A¥Tx B¥Tn B¥%Tx

Balance sheet BEEER
Segment assets DEEE 3,184,037 - 1,723 40,333 3,226,093
Investments in jointly controlled entities HREHEERE 198,549 - - - 198,549
Investments in associated companies B NRIRE 101,613 - - - 101,613
Investment securities BHEE 71,392 2,257 - - 73,649
Unallocated assets AOEEE 3,155,692
Consolidated total assets REEERS 6,755,596
Segment liabilities HEAE 2,492,220 - 3,104 3,468 2,498,792
Tax liabilities HIBEAE 8,542
Consolidated total liabilities AEBEEE 2,507,334
Capital expenditure EREX 337,161 - - - 337,161
Depreciation e 158,985 - 405 914 160,304
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3 Turnover, revenue and segment information conies 3~ E¥EE - WBERDEEHR =

(@ Primary reporting format — geographical segments (a) EXRIBHN — S E #
continued
Asia Pacific

(excluding Group

PRC) North Total

PRC TAE  America Europe £H

HRE (REIGRAN JEEM BOM CHI

2002 2002 2002 2002 2002

HK$'000  HK§'000  HK$'000 HK$'000  HK$'000
BT ARTT ABTT BBt ARTR

Profit and loss account BE&
Turnover EEE 19,702,459 282,283 104,872 763,640 20,853,254
Segment operating results DEICE SR 772,684 30,500 17,833 44,873 865,890
Gains on disposal of subsidiaries, HEMHBAR - BHEAR

associated companies and REHFZE

investment securities ! 164,240 - - - 164,240
Finance income B 67,360
Finance costs BHEER (11,785)
Contribution to operating profit BFIER 1,085,705
Share of profits of jointly controlled entities  fE14 £ 1% HIE 8255 FI 8,468 - - - 8,468
Share of losses of associated companies — JE{GEEE A RIE1E (12,979) - - - (12,979
Profit before taxation BRET AR A 1,081,194
Taxation FiIE (23,092)
Profit after taxation BrEG &R A 1,058,102
Minority interests DERR (13,202)

Profit attributable to shareholders AR P A 1,044,900




3 Turnover, revenue and segment information continued
(@ Primary reporting format — geographical segments

3 BEE WRSEIEEH -
(a) EAXRFFHN — tigoE 4

continued
Asia Pacific

(excluding Group
PRC) North Total
PRC mARE  America Europe £H
FE (REIRIN EEN BN &5t
2002 2002 2002 2002 2002
HK$'000  HK$'000  HK$000 HK$'000  HK$000
BT BETr B¥Tr A¥%Tr BA%Tx

Balance sheet BEEER
Segment assets DEEE 2,363,863 - 1,804 55,997 2,421,664
Investments in jointly controlled entities HREHEEBRE 210,432 - - - 210,432
Investments in associated companies HERERE 204,806 - - - 204,806
Investment securities FHIRE 11,491 19,271 - - 30,762
Unallocated assets APMEE 2,824,073
Consolidated total assets REEELE 5,691,737
Segment liabilities HEEE 1,980,340 = 3,820 15,932 2,000,092
Tax liabilities HIEEE 2,561

Consolidated total mERE

liabilities BE 2,002,653
Capital expenditure BARAX 455,589 - - - 455,589
Depreciation neE 141,906 - 325 817 143,048
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Bk B M A

3 Turnover, revenue and segment information coninves 3 E XX - WE RS EER &
(b) Secondary reporting format - business segments (b) EWBIFBAR — £¥K5E
Group
£8

Contribution Consolidated

to operating total assets

Turnover profit Foe)

=E G B FIE Rt EEARE

2003 2003 2003

HK$’000 HK$’000 HK$’000

BT T BT T BT T

Corporate IT business TR 10,803,311 744,153 1,270,124

Consumer IT business EENESS 6,822,633 363,527 384,831

Handheld device business FRHREED 1,440,328 29,017 316,471

IT service business ITARTS 75 183,800 (61,405) 78,111

Contract manufacturing business A RZEFER 983,218 8,554 156,442

Amortisation of goodwill P = (7,463) -
Losses on disposal of subsidiaries, HERBAR -

an associated company and 5= S/NE )N

investment securities BHEE BB - (26,802) -

Investments in jointly controlled entities HEZEHERIRE - - 198,549

Investments in associated companies BN BIRE - - 101,613

Investment securities BHEEE - - 73,649

Unallocated assets ROBLEE - - 4,175,806

20,233,290 1,049,581 6,755,596




3 Turnover, revenue and segment information continued 3

(b) Secondary reporting format — business segments

continued

EERE - WERITEEH #
(b) EBIBIFHAEN — £BOE #

Group
35

Contribution ~ Consolidated

to operating total assets

Turnover profit RE

= BAER BERE

2002 2002 2002

HK$’000 HK$’'000 HK$’'000

BB BT IT BT IT

Corporate IT business TR 10,077,796 573,077 917,799

Consumer IT business EENES 7,400,769 234,335 394,428

Handheld device business FRREED 216,434 (18,906) 26,393

Contract manufacturing business ERSEFE 1,533,864 147,901 191,862

Others EHfth 1,624,391 (14,942) -
Gains on disposal of subsidiaries, HEMBEAR -

associated companies and A= W/NCI )N

investment securities BAHRE 2 Wa - 164,240 -

Investments in jointly controlled entities HENEFIE SR E - - 210,432

Investments in associated companies & RNAIRE - - 204,806

Investment securities BHIEE - - 30,762

Unallocated assets ROBEE - - 3,715,255

20,853,254 1,085,705 5,691,737
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4  Profit from operations
(@

Bk B M A

4 EEBEF
(a)

2003 2002
HK$’000 HK$’000
BT T BT T
Turnover e 20,233,290 20,853,254
Cost of sales HEKA (17,234,746) (18,070,819)
Gross profit EF 2,998,544 2,782,435
Other revenue HAabug A 77,233 67,360
(Losses)/gains on disposal of HEMBEAR -« B AT
subsidiaries, an associated company REHFEEZ
and investment securities (B518) Wizs (26,802) 164,240
3,048,975 3,014,035
Distribution expenses PaNiE=d:c! (1,393,990) (1,390,571)
Administrative expenses THER (328,736) (363,851)
Other operating expenses Hibig =& R (261,402) (162,123)
Amortisation of intangible assets ST B R (15,246) -
Total operating expenses (Note (b)) s B A uaEE (f1aHb) (1,999,374) (1,916,545)
Profit from operations 48 s A 1,049,601 1,097,490
(b) Analysis of total operating expenses by nature: (b) REBRAMEsKEEREEI N
Selling expenses HEBH (879,842) (382,372)
Promotional and advertising expenses HEERESER (425,143) (397,352)
Staff costs (including directors’ BIXA (BREESHE)
emoluments) (Note 8) (KizE 8) (688,519) (674,920)
Other expenses Hib &R (490,624) (461,901)
Amortisation of intangible assets ST B R (15,246) -
Total operating expenses KEBERRE (1,999,374) (1,916,545)




5

6

Profit before taxation

5 PFRBATER

2003 2002
HK$’000 HK$’'000
BT T BT TT
Profit before taxation is stated R ADEAE R TFIEE ¢
after charging the following:
Charging kR
Auditors’ remuneration % E AR & 2,698 2,811
Depreciation of owned tangible BEENVEEEE
fixed assets e 160,304 143,048
Cost of inventories sold BEEFERA 16,965,244 17,870,575
Rental expenses under operating leases #&& A2 HE T H 67,900 88,885
Research and development expenses MEER 314,182 118,744
Loss on disposal of tangible fixed assets H&EAFETEEE 2 EE 3,110 1,440
Net exchange loss [E 551855 13,346 9,309
Finance costs 6 HMKEH
2003 2002
HK$°000 HK$’'000
BT T BT T
Interest payable on bank loans RITEREX
and overdrafts FETRILE 20 10,968
Other interest H A F 8 - 817
Total finance costs WIS ERRE 20 11,785
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Taxation

(@)

Hong Kong profits tax has been provided for at the rate
of 16% (2002: 16%) on the estimated assessable profit
for the year.

BiE
(a)

EBTEH O IEAEE (A5 IR H % A 3L
R16% (ZTT—4F : 16%) 1EBE -

(o) Taxation outside Hong Kong represents tax charges on (o) FBBUIMbEZ FHIEDIRS AEERERHRE
the assessable profits of subsidiaries operating outside FTEREBAINEE (B35 B ARE) & & 2 M E
Hong Kong including the Chinese mainland, calculated RNRZERT R 2 FRIBRX ©
at rates applicable in the respective jurisdictions.

(c) The amount of taxation charged to the consolidated profit (c) REFEEBRHREANRIRIBRLE
and loss account represents:

2003 2002
HK$’000 HK$'000
BT T T IT
Hong Kong profits tax EENER = 4,120
Taxation outside Hong Kong BAEAIMBR 2 FH1E 23,730 20,985
Overprovision in prior years L FE B (839) (1,702)
Deferred taxation (Note 24) IEIEREIE (Hfat 24) - (28)
23,391 23,380

Share of taxation attributable to: FEETIIE :
Jointly controlled entities HEEHIE 1,416 -
Associated companies =N 1,211 (288)
26,018 23,092

(d) Pursuant to various approval documents issued by the (d) REBEFREARERFEEAME LA - NEE

Chinese mainland tax authority, certain Chinese mainland
subsidiaries of the Group are entitled to preferential
Chinese mainland income tax treatments.

Legend (Beijing) Limited is entitled to preferential Chinese
mainland income tax rate of 7.5% for the three years
ending 31st December 2003.

Legend Mobile Communication Co. Ltd. is exempted from
Chinese mainland income tax for two years commencing
1st January 2002.

Other major Chinese mainland subsidiaries of the Group
in Shenzhen, Beijing and Huiyang are exempted from
Chinese mainland income tax for two to three years
commencing 1st January 2001 and a 50% Chinese
mainland income tax reduction for the following three
years.

RABARENME AR ZEE THEXEMRS
PSR o

RO BRARREBE_SE=F+=-A=
+—AL=AFEEZHTBEAERSHERH
R7.5% °

SEEDRENHARATNE — SR — 7
— AR M P BARA S BT -

HERRY| - SR BB 2 BB EARNE
ARME =TT 4 —A-BELRFEAR
A5 4F 5 = 6F B 1 = F R BIAREF S
BUAE 0B o




8 Staff costs EERA

2003 2002

HK$’000 HK$’000

BT T BT T

Wages, salaries and bonuses a0 DS AN 581,465 578,581

Social securities costs HERER A 42,858 24,187
Pension costs (Note (b)) RIURECAN (B (b)) 41,216 28,664
Others =i 89,898 88,543
755,437 719,975

Notes:

(@)

Included in the above balance are the staff costs of
HK$688,519,000 (2002: HK$674,920,000) which are
included in operating expenses (Note 4(b)).

The Group contributes to a defined contribution retirement
scheme and respective local municipal government
retirement schemes which are available to all qualified
employees in Hong Kong and Chinese mainland 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$352,811 (2002: HK$247,178) 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.

sz -

(@)

Ll BIER AKEER (MiEdb) Rz EIK
AEH688,519,000 L (T _F : B
674,920,0007T) °

SERERHFCRRE B R BTRASE S
BEREK - IEEBMBBEARES B8 ES &
2 o ZEFBZHKIRIBEE 2 FB - TEALR
READLLEE -

FERERING ZERESFT IR EENZ S E
BT Z 5K

EE BEEUS 2 BUL AR I E B R 2l fg Uk
Z R RER D R E 2 5K o R R E
#352,811L (ZT T =4 : BH247,17870) ERFE
RIER - RE# BIER T 470 ArEE—FZRIK
T o FRERGTEZEERASB 2 EESFRE
A HBEUEREZESRE -
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8 Staff costs contives 8 {EEME »
Commencing 1st December 2000, the Group’s Hong Kong B-_TTTF+_A—Hit  AREZABREEE
employees are required to contribute 5% of their basic salary BHE 2 ERTEERIR M Z5%EL R (A
plus cash allowances (subject to the ceiling under the ZEHIEATEREN 2 ERERZRR) - MER
requirements set out in the Mandatory Provident Fund B REEHMAF R TF% - BEZHRAUNDRR
legislation) whereas the employer’s contribution is at 7.5% 7.5%K10% °
and 10% respectively after completion of five and ten years
of service.
9 Emoluments of directors and highest paid 9 EBEEREESFALIZHS
individuals
(@ The aggregate amounts of emoluments payable to @ FR - ARAFZEEMEEENT

directors of the Company during the year are as follows:

Independent
Directors non-executive directors
= BYKHTES
2003 2002 2003 2002
HK$’000 HK$’'000 HK$’000 HK$’'000

BT BT BT T BT

Fees wE - - 375 360
Other emoluments: HEMe :
Basic salaries, allowances K%~ R R
and benefits-in-kind EYWH = 20,667 33,270 - -
Retirement benefit costs RORIEFIBC A 339 386 - -
21,006 33,656 375 360
Certain directors of the Company have been granted ETESLRBERE URBAQAZK
options to acquire shares of the Company. (v
The emoluments of the directors disclosed above do not EXEBEZESHEW TN REBREAD R ER
include the benefits derived or to be derived from the BRTEIR T2 BB - BTPEE R 5
options granted under the Company’s share option RESITE 2 BRE S IERSRIESES2E

schemes. Details of the share options granted to and/or
exercised by the directors are disclosed on page 52.



9 Emoluments of directors and highest paid 9 EERESFATIZHME «
individuals continued
(o) The number of directors whose emoluments fall within ) HEFMEBERABWLT :
the following bands are as follows:

Independent
Directors non-executive directors
E=x BYFHTES
HK$ kil 2003 2002 2003 2002
From 0 to 1,000,000 Z%1,000,000 - 1 3 2
From 2,000,001 to 2,500,000 2,000,00122,500,000 1 - - -
From 3,500,001 to 4,000,000 3,500,001%4,000,000 - 1 - =
From 4,000,001 to 4,500,000 4,000,001%4,500,000 1 1 - =
From 5,500,001 to 6,000,000 5,500,001 26,000,000 1 1 - -
From 7,500,001 to 8,000,000 7,500,001%8,000,000 - 1 - =
From 8,000,001 to 8,500,000 8,000,001%8,500,000 1 = - =
From 11,500,001 to 12,000,000 11,500,001212,000,000 - 1 - -
4 6 3 2
()  Among the five highest paid employees, four (2002: all) (c) TERNuZE=FMEESR WO (CTT=F:
are directors whose remunerations are included in the 2E) RES - H@FRBREN LiiE=MHe
directors’ emoluments above. The emoluments payable Fo FRENTHRT NALTCEZE_F &)
to the remaining one (2002: nil) individual during the year ZBEnT
are as follows:
2003 2002
HK$’000 HK$’000

BETT BETIT

Basic salaries, allowances and benefits-in-kind %7 « /85 R EWFIZE 2,079 -
Retirement benefit costs RORE B AR 158 =
2,237 -
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10 Profit attributable to shareholders 10 BREREMLEF
Included in the profit of HK$1,017,152,000 (2002: RN BN 2 FE (R R #1,017,152,000T (Z 2 F
HK$1,044,900,000) attributable to shareholders of the Z4F : 5¥1,044,900,0007T) BIEFIALR A EIERE A
Company is the profit of HK$1,095,610,000 (2002: 2B FE#A1,095,610,000T (Z ST — 4 « B
HK$752,933,000), which is dealt with in the Company’s own 752,933,0007T) °

accounts.
11 Dividends 11 RE
2003 2002
HK$’000 HK$’000
BT T T IT
Interim dividend A HARR B
1.8 HK cents per share BRRAS A 81UJ
(2002: 1.5 HK cents) (Z2T=F : BE1.500) 135,034 112,846
Proposed final dividend T?ﬁ;)ﬁﬂi,ﬁﬂﬁi,%\
3.0 HK cents per share BRRBES. OM
(2002: 3.6 HK cents) (2T =F : BE3.61L) 224,040 270,242
Proposed special dividend T?ﬁ;)ﬁ%%lmi,%\
5.2 HK cents per share BRRAEES. 21UJ
(2002: nil) (ZZT=F : |\ 388,337 -
747,411 383,088

At a board meeting held on 28th May 2003, the directors REZZZ=FRAA-T\HERZEEEZL E=
recommended a final dividend of 3.0 HK cents per share and BREIRERA K.z KRR E R FREES.2Ml
ZHEERIARE o FaHBHRAR B IR MR I AR TE 2 fE
dividends are not reflected as dividends payable in these MREA - EREREE—ET=F=A=+—H
LHEFEEZRBAMDIE

a special dividend of 5.2 HK cents per share. These proposed

accounts, but will be reflected as an appropriation of retained
earnings for the year ended 31st March 2003.



12 Earnings per share

12 BREF

The calculation of basic and diluted earnings per share is based BREARREEEBANRE TSR E ¢

on the following:

2003 2002
Earnings for the purposes of basic AT EESRER
and diluted earnings R ESE B R 2 5 F)
per share (HK$’000) (BEEFIT) 1,017,152 1,044,900
Weighted average number of AT E G RRER
shares for the purposes of basic AR 2 NG
earnings per share e 7,504,340,579 7,539,152,694
Effect of potential dilutive shares EEECERR G 9,827,387 36,580,910
Weighted average number of shares R E ks
for the purposes of diluted earnings AR 2 NG
per share e 7,514,167,966 7,575,733,604
13 Intangible assets 13 BEEE
Group
&5
Goodwill Patent Total
maE SRR &5t
HK$’000 HK$’000 HK$’000
BT BT T BT T
Acquisition of subsidiaries g1 ) pNG| 93,414 42,453 135,867
Amortisation charge BiHER (7,463) (7,783) (15,246)
As at 31st March 2003 RZEET=F=A=+—H 85,951 34,670 120,621
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14 Tangible fixed assets 14 BREEEE
Group
&8
Land use
rights,
leasehold
landand  Leasehold Furniture
buildings  improve-  Plantand and Office Motor
(Note (a)) ments  machinery fixtures  equipment vehicles Total
T
R BY

1HEBT  BRAER BE  &AR WAE
(K& (a)) k# R kB B AE ait
HK$'000  HK$'000  HK$'000  HK$000  HKS'000  HKS'000  HK$000
ARTn  BRTn  BMTR BMTR BBTn BRI BETR

Costs 228
At 1st April 2002 RZEZE-FNA—H 473,123 129,106 91,918 9,929 342,703 22,274 1,069,063
Exchange adjustment SNERE - 3 - 292 259 9% 650
Additions RE 1,244 5,304 2,373 6,848 107,068 2,871 125,708
Acquisition of subsidiaries WERB AR - - 10,803 504 19,692 326 31,415
Transfer from feERIR

construction-in-progress o - 20,991 6,106 954 10,677 - 38,728
Disposals e (4,810) (17,339) (20,524) (1,508) (6,279) (743) (51,208)
At 31st March 2003 RZZT=F

ZA=1-A 469,557 138,065 90,676 17,109 474,120 24,824 1,214,351

Accumulated depreciation ~ RiHiFE

At 1st April 2002 W-ZEZ-FNA—H 37,948 21,397 16,716 4,414 128,832 12,430 221,737
Exchange adjustment SNERE - - - 185 125 32 312
Charge for the year KEEHE 31,406 29,400 12,692 4,830 79,259 2,117 160,304
Acquisition of subsidiaries WERB AR - - 1,984 80 2275 49 4,388
Disposals HE (957) (9,645) (1,524) (1,034) (4,520) (686) (18,366)
At 31st March 2003 RZZZ=F

ZR=t-H 68,397 41,152 29,868 8,445 205,971 14,542 368,375
Net book value REFE
At 31st March 2003 RZZZ=F

=A=t-H 401,160 96,913 60,308 8,664 268,149 10,282 845,976
At 31st March 2002 RZZEE

=R=+-H 435,175 107,709 75,202 5,515 213,871 9,844 847,316




14 Tangible fixed assets continued 14 BREEEE »
Company
A
Leasehold Furniture
improve- and Office Motor
ments fixtures equipment vehicles Total
LIS BAR BAE
£% RE B RE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BET T
Costs A
At 1st April 2002 W=EZ-FNA-A 4,890 680 3,483 330 9,383
Additions NE 2,325 213 36,569 1,282 40,339
Disposals HE (4,890) (235) (274) - (5,399)
At 31st March 2003 RZZZ=£=A=1+-H 2,325 658 39,778 1,562 44,323
Accumulated depreciation RitiE
At 1st April 2002 RZEZ-FMA—H 3,668 332 2,110 114 6,214
Charge for the year TEEME 1,382 124 537 172 2,165
Disposals e (4,671) (141) (244) - (5,056)
At 81st March 2003 RZZZ=F=A=1-H 319 315 2,403 286 3,328
Net book value REFE
At 31st March 2003 RZZZ=£=R=1-H 2,006 343 37,375 1,276 41,000
At 31st March 2002 RZEZZF=R=1-H 1,232 348 1,373 216 3,169
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14 Tangible fixed assets continued
The net book value of land use rights, leasehold land and

(@)

Bk B M A

14

BREEEE «
(a)

THEAE BN REFZEREEFER

buildings comprises: 1
Group
£5
Chinese
Hong Kong mainland Total
B8 B K BE At
2003 2002 2003 2002 2003 2002
HK$000 HK$'000 HK$000 HK$S000 HK$000 HK$000
BT BT BETr AT B¥Tx BETx
Long leases 3 GFiEFOEES
(not less than 50 years) (FLRATF) - 3,916 - - - 3,916
Medium leases LR Ok ES
(less than 50 years (PRE+EF
but not less than 10 years) B TDR+4F) - - 401,160 431,259 401,160 431,259
- 3,916 401,160 431,259 401,160 435,175
15 Construction-in-progress 15 EEIRE
Construction-in-progress comprises: FREIERRE:
Group
£ H
Properties under
development Others Total
BRPYE Hty &5t
2003 2002 2003 2002 2003 2002
HK$000 HK$'000 HK$000 HK$S000 HK$000 HK$000
BETT BETT BT AT B¥Tr BET
At the beginning of the year %] 24,453 149,115 19,413 50,869 43,866 199,984
Exchange adjustment SNEE I EE - 1,406 - 507 - 1,913
Additions NE 123,226 143,532 45,774 43,521 169,000 187,053
Transfer to tangible BAHR
fixed assets BEE&E (17,572) (269,600) (21,156) (67,451) (88,728) (337,051)
Disposal of a subsidiary HEH B AR - - - (8,033) - (8,033)
At the end of the year F& 130,107 24,453 44,031 19,413 174,138 43,866

No interest expenses were capitalised in construction-in-
progress at the balance sheet date.

REBBLEERZ TR ZHNEXHFAERNE -




16 Subsidiaries
(@) Investments in subsidiaries

16 KIBAF
(a) REBATZRE

Company

NF]
2003
HK$°000
BT T

2002
HK$'000
BT T

Unlisted shares, at cost SE MR « BAAE

2,327,875 2,327,875

The following includes the principal subsidiaries of the Company
which were directly and indirectly held by the Company and,
in the opinion of the directors, significant to the results of the
year or form a substantial portion of the net assets of the Group.
The directors considered that giving details of other subsidiaries
would result in particulars of excessive length.

TIBERARAREEREAERAZ T EMB AR -
EEARZAEMBARUAFEEEFTERER X
HRAEEEEFECHET —BERMD - EERA
FHEMMNB AR EH S5 BURIELE °

Place of Issued and Effective
incorporation/ fully paid percentage
Company name establishment up capital holding Principal activities
B,/ BBTR
NEHRE T 3t B4 BRRM FEAL IR R 22 FEXH
2003 2002
Held directly:
BHERFR
Legend (Beijing) Limited Chinese mainland HK$78,000,000 100% 100% Manufacturing and
A8 (LR BRAA R B R RE Vokia distribution of
computer products
and provision of
IT services
SLERDHEMER
KRBT RS
Legend (Shanghai) Co., Ltd.  Chinese mainland HK$10,000,000 100% 100% Distribution of

B8 (%) BRAA A RE

B

computer products
and provision of
[T services

D SHE R E m S e it
ITAR#%S
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16 Subsidiaries continued

Bk B M A

(@) Investments in subsidiaries continued

16 MBATF »

(a) RMBRAEZRE =

Place of Issued and Effective
incorporation/ fully paid percentage
Company name establishment up capital holding Principal activities
B,/ BRITR
NGRS S 3t B BRRMD BEAL B 12 RE FEEK
2003 2002
Held indirectly:
EIEERA -
Beijing Legend Software Limited* Chinese HK$5,000,000 100% 100% Provision of IT services
I RE BB AR A A mainland S and distribution of
AP B A RE IT products
RAITARTS & 5 $8ITEE
Han Consulting (China) Ltd.* Chinese US$6,000,000 51% - Provision of IT services
BT ERA R (RE) mainland VI and distribution of
BRAF PR B A B IT products
TREITARHS X 2 $HITE dh
Huiyang Legend Industry Chinese US$2,045,500 100% 100% Property holding
Property Limited* mainland = and property
HIGHAE TEYEER AT AP B A RE management
FERERYZ
Legend Al Computer Chinese RMB10,000,000 70% - Provision of IT services
Technology Co., Ltd.* mainland AR RREITARS
BN B AR S BT AR B K BE
RHEAR AR
Legend (Chengdu) Limited Chinese RMB12,000,000 100% 100% Distribution of
B5678 (B ER) AR A A mainland AR computer products
e N3 and provision of

IT services
DB E @RI
ITARTS




16 Subsidiaries continued

16 MBLTR «

(@) Investments in subsidiaries continued (a) PHBARIZRE #
Place of Issued and Effective
incorporation/ fully paid percentage
Company name establishment up capital holding Principal activities
R,/ BRITR
NGRS A it B BERG EiEROER TEXEH
2003 2002
Legend Chinaweal System & Chinese US$2,500,000 95.1% = Provision of IT services
Service Co., Ltd. mainland eI and distribution of
e ZRRBERAR A B K e IT products
RAEITIRTS K 2 $HITE m
Legend Computer System and Chinese RMB?7,500,000 100% - Provision of IT services
Technology Service Co., Ltd.* mainland AR and distribution of
BT ER AR ITREER AR e IT products
REITIRTS R D SHITEm
Legend Computer Systems Limited Hong Kong HK$2 100% 100% Procurement agent and
HREMASERAR BE ks distribution of computer
products
RERERDH
BEMER
Legend (Huiyang) Electronic Chinese HK$16,000,000 100% 100% Manufacturing of
Industrial Co., Ltd. mainland B computer products
EEEEETIEERAT 1PN 7 SUEBKED
Legend Industrial Development Chinese US$10,000,000 100% 100% Property holding and
Co., (Daya Bay) Ltd.* mainland e property management
BRIXEERR (KDE) ARAR B R FEREERDE
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16 MBATE »
(a) RHIBRATIZRE =

16 Subsidiaries continued
(@) Investments in subsidiaries continued

Place of Issued and Effective
incorporation/ fully paid percentage
Company name establishment up capital holding Principal activities
B,/ BRITR
NEEH Bk BERG BAL R # R TEEH
2003 2002
Legend Mobile Communication Chinese RMB187,500,000 80.8% - Manufacturing and
Co., Ltd.* (formerly known as mainland ARE distribution of
Legend Xoceco (Xiamen) Mobile AP B A RE mobile handsets
Communication Technology BERD BB T
Co., Ltd."
BB RERRERAA
(RiiBEAe = (2F9)
BEHRARRERRT)
Legend (Shenyang) Limited Chinese RMB10,000,000 100% 100% Distribution of computer
s8 (80%) BRA A mainland ARE products and provision
e N3 of IT services
DB E o KR TR
Legend (Shenzhen) Electronic Chinese RMB10,000,000 100% 100% Distribution of computer
Co., Ltd.* mainland AR products
RO EFBRAA A B K B HHEIMER
Legend (Wuhan) Limited Chinese RMB10,000,000 100% 100% Distribution of computer
B8 (RE) AR AR mainland ARE products and provision
AP B KR of IT services
DIHEME @ R
ITAR#
Legend (Xi An) Limited* Chinese RMB10,000,000 100% 100% Distribution of computer
B8 (A%R) AR A mainland ARE products and provision
B A RE of IT services
DIEERER KR
TAR
Shanghai Legend Electronic Chinese RMB20,000,000 100% 100% Manufacturing of
Co., Ltd.¥ mainland ARE computer products
EEBEBETFERAR B AR SHEEER



16 Subsidiaries continved
(@) Investments in subsidiaries continued

16 MIEBAR =
(a) RMIBRARAZERE &

Place of Issued and Effective
incorporation/ fully paid percentage
Company name establishment up capital holding Principal activities
B,/ BETR
NGRS 1 it B BERG LR P TEEH
2003 2002
QDI Europe B.V. The Netherlands EUR18,151 100% 100% Distribution of
i E9 computer products
DIHERER
Quantum Designs (H.K.) Hong Kong HK$2 ordinary 100% 100% Procurement agent
Limited B and HK$1,000,000 and distribution of
non-voting deferred computer products
o2 TR & FERERD
71,000,0007C EMEmR
ZEERZERTR
Yang Guang Yu Lu Chinese RMB20,000,000 100% = Provision of repair
Information Technology mainland AR services for computer
Service (Beijing) Co., Ltd.* B KB hardware and
G RERE SR software systems
AR QL) BIRAR RIS K
ENCS
Notes: Bt -

(i) All of the above subsidiaries operate principally in their
respective places of incorporation or establishment.

(i) All Chinese mainland subsidiaries are limited liability
companies. They have adopted 31st December as their
financial year end date for statutory reporting purposes.
For preparation of the consolidated accounts, accounts
of these subsidiaries for the 12 months ended 31st
March 2002 and 2003 have been used.

ok

(i) The company whose name with a is a direct

transliteration of its Chinese registered name.

(b) Amounts due from/(to) subsidiaries
The amounts are unsecured, interest-free and have no
fixed terms of repayment.

()  FALAKMEA RS EEERLEM SRR
BEK o

iy FTAEFBEREMNNBARTEAEREER
Al o KIRF B AREERE - PEAERRINE
F+ZA=+—RALEAH - BERR =
TT_FR-ZT=FHRAKRER - ZSH
BRAGEAZBEAZEABE=A=1—
A1 +=1EA &L -

(i) ARBWEE > HE  DEZEFMELZF
XHETE e

FEWe, () BB 2 B R K
AR REIEI « A8 R EERRIEN -
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17 Investments in jointly controlled entities

17 RAREZHEERZRE

Group
&5
2003
HK$’000
BET T

2002
HK$’000
BT IT

Share of net assets

Pt BEFE

198,549 210,432

The following is a list of the principal jointly controlled entities
at 31st March 2003:

Place of
incorporation/

PTFAR-TE=F=A=+— B T BHARNE
mEE

Interest held

Company name establishment indirectly Principal activities
B3/
RRHB L 1t B BiEEEREE FEXK
2003 2002
FM365.com Limited British Virgin Islands 51% 51% Investment holding
(Note Kzt (i) REERRES company of Internet
services business
WEELELEER
ZIREER AT
Leby Technology Company  British Virgin Islands 50% 50% Investment holding
Limited (Note (ii)) EEER RS company of contract
LR B R A R (B2 i) manufacturing business
EE RBIERER
ZIREERAF
Notes: Bzt

U

(i)

(i)

Although the Group holds 51% issued share capital of
FM365.com Limited, its board is jointly controlled by the
Group and a joint venturer such that it is regarded as a jointly
controlled entity. This company holds 100% equity interests
in AOL-Legend (Beijing) Technology Co., Ltd. (formerly known
as Beijing Legend FM 365 Technology Limited) which
provides internet services in Chinese mainland.

This jointly controlled entity holds 100% equity interests in
Hui Yang Legend Computer Co., Ltd. which manufactures
computer products in Chinese mainland.

Wk

The company whose name with a “*” is a direct transliteration

of its English registered name.

0)

(i

(i)

B SRR £ B B FM365.com Limited 2 51% 2 277
BA BEEFSRAASERS —AEEMER
2 AR A —REREHERE - WARRAE
KR #BE (b =) R B RR A A (ATFE 4L B A8 =X
AR ARAR]) B100%%E - HEBEBEAEF
B K BEfR = BB & AR TS -

B HAEHERS B RBR BT ERA TN
100% M08 + HE BEH ATHAARREEKE
ﬁ:' o
AREEE " $& - DERAEMERY XS
-




18 Investments in associated companies

18 RBEQTZRE

Group
£8

2003 2002

HK$’000 HK$'000

BET T BT T

Share of net assets G EEFE 99,813 152,972
Unsecured loan repayable on demand — EIKIFER @ IZEKEFEE 1,800 51,834
101,613 204,806

As at 31st March 2003, the loan to an associated company is RZTEE=F=A=+—H ERFHEAFREEN

interest-free (2002: a loan of HK$50,034,000 was bearing interest
at prime rate minus 0.5% per annum while the remaining loans
were interest-free).

The following is a list of the principal associated companies at

(ZZTT 4 —IEHBH50,034,000T 2 B » HER=
AREEFRE05%  HHERZRFEK) -

R-BB=F=A=+—BZTEREAAMT :

31st March 2003:

Place of
incorporation/

Interest held

Company nhame establishment indirectly Principal activities
AR HB FRL o 3t B BiEEEREE FEXK
2003 2002
Beijing CA — Legend Chinese mainland 20% 20% Software development
Software Co., Ltd* LlEipN 7 ek
IR BB R A
Legend Kingsoft Holdings British Virgin Islands 30% 30% Distribution and development
Limited EBERRES of software
AR ILIERBERA 286 R B
Techwise Circuits Company Hong Kong 30.5% 30.5% Procurement agent and
Limited BB distribution of printed
RIERRARAR circuit boards
FREB IR K2 2 H AR ER AR
The Affiliated High School Chinese mainland 49% 49% Operation of education
of Peking University & LlEipN 7 portal
Legend Remote KA A

Education Co., Ltd.*
1t =4 KB A B AR IR 2
HEBRAR]
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18 Investment in associated companies continved 18 RBERARIZKRE »
Notes: Bt -
()  The associated companies operate principally in their (i) BREESLITERRARA R EBRA B ARELEIN -
respective places of incorporation or establishment, except B AR EZEREES B 2 MR g -

for Legend Kingsoft Holdings Limited which operates
principally in Chinese mainland.

(i) The company whose name with a “*” is a direct transliteration iy AREEEHE DEEEFMERZF R
of its Chinese/English registered name. NAE e
19 Investment securities 19 BHERE
Group Company
£E NG
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’000

BETT BT T BET T BT T

Equity securities, at fair value BRAES - AFE
Listed in Hong Kong RBEALT 52,172 238 37,890 -
Listed outside Hong Kong REABEIN LT 2,257 19,271 - -
54,429 19,509 37,890 —
Unlisted JE LT 19,220 11,253 - -

73,649 30,762 37,890 =




20

21

Inventories 20 #&
Group
£H
2003 2002
HK$’000 HK$’000
BET T BT
Raw materials R 873,090 395,518
Work-in-progress pea-lo 26,975 18,175
Finished goods BIRN 368,986 441,826
1,269,051 855,519

At 31st March 2003, the carrying amount of inventories that
are carried at net realisable value amounted to HK$79,785,000

(2002: HK$43,094,000).

Accounts receivable
(@) Trade receivables

At 31st March 2003, the ageing analysis of the trade

receivables was as follows:

R-BE=F=F=+—RB U8R FERZEE
ZEREEA HHB%79,785,0007T (ZBE -4 : B
43,094,0007T) °

21 FEWERFR
(a) EWESIREK
R-BE=F=A=+—08 EREZSEZ>
BREC DT -

Group
£H

2003 2002

HK$’000 HK$'000

BET T BT T

0 - 30 days = 490,851 593,457
31 - 60 days =+—HZEX~T+AH 27,213 58,914
61 — 90 days AtT—HZEhTH 10,680 5,715
Over 90 days NTBE 24,772 2,651
553,516 660,737
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21 Accounts receivable continued

22

23

(@

(b)

Trade receivables continued

Customers are generally granted credit terms of 30 days.
Credit terms for customers of system integration business
normally range from 30 days to 180 days.

Notes receivable of trading in nature are bills of exchange
with maturity dates of within six months.

Cash and bank balances — Group
Included in the cash and bank balances of the Group are

Renminbi cash and bank deposits in Chinese mainland of
approximately HK$802,124,000 (2002: HK$746,392,000).

Accounts payable

(@)

Trade payables
At 31st March 2003, the ageing analysis of the trade
payables was as follows:

21 FEWERRR =
(a) EWEZERN =
HERGEBTIRNES  REKENEF=E
BI0E180KRHIE XA RN - AP —HK=
BI0KREFRE -

(b) EBSMEANEEEEIINNEARNIRES

22 BRERBITES — &8
AEBMZ RS RBTEST  AEEREAEZ AR
WIS KR TIF R4 A7 15802,124,0007T (T BT =
F : B#746,392,0007T) °

23 FEERRX

(a) ENEZER
R-ZZ=F=A=+—8 ERESEXZ
IREQOMTLAT -

Group
&5

2003 2002
HK$’000 HK$'000
BT BT
0 - 30 days TE=1H 1,339,852 916,319
31 -60 days =+—%~+H 149,535 177,413
61 —90 days NT—Zh+H 20,870 27,433
Over 90 days N+BHRE 78,375 30,785
1,588,632 1,151,950

(b)

Notes payable of trading in nature are repayable within
three months.

(b) BSMEMENERAR=EAANEE -




24 Deferred taxation

24 EIERIE

Group Company
£ AT
2003 2002 2003 2002
HK$’000 HK$’000 HK$’000 HK$’'000
BET T BT T BT T BT T
Balance at the beginning FEWEEER
of the year 330 858 304 304
Transferred from profit and BB
loss account (Note 7) (HfzE 7) - (23) - -
Balance at the end of the year FRbEH 330 330 304 304
25 Share capital 25 B
Ordinary shares of HK$0.025 each
EERSREN0.0257T
2003 2002
Number Number
of shares HK$’000 of shares  HK$'000
ROEHE BETT &mHEE BT
Authorised: EERA :
At the beginning and the FOMREL
end of the year 20,000,000,000 500,000 20,000,000,000 500,000
Issued and fully paid: BEITRACIRA
At the beginning of the year F4 7,508,038,108 187,701 7,513,962,108 187,849
Exercise of share options (Note (a))  T{EEERIE (A:t(a) 656,000 16 66,302,000 1,658
Repurchase of shares (Note (b)) R (13 b) (31,330,000) (783) (72,226,000) (1,806)
At the end of the year FiR 7,477,364,108 186,934 7,508,038,108 187,701
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26

Notes to the Accounts | & B M &

Share Capital continued
Notes:

(@) During the year, 656,000 shares were issued at HK$2.876
each as a result of the exercise of share options of the
Company.

(b)  During the year, the Company repurchased 31,330,000
ordinary shares of HK$0.025 each on The Stock Exchange
of Hong Kong Limited at an aggregate consideration of
HK$79,399,000.

Share options

Under the Company’s employee share option scheme adopted
on 18th January 1994 (“Old Option Scheme”), 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. The Old Option
Scheme was terminated on 26th April 2002. Despite the fact
that no further options may be granted thereunder, all other
provisions of the Old Option 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 a new share option scheme (“New Option Scheme”)
was passed by shareholders at an extraordinary general
meeting of the Company.

25

26

A =

@ FA - EAARRAEZBIREETRNARSREE
2.8767T 2 fB1%%17656,000AfX 17 °

() FA - AAFABREAT9,399,0007T A B A
AR FEAR A RIER31,330,0000 S EEB
0.0257T2 Eimpk o

B

BEARRRR—NAMLE—A+N\BRKZ BIRAET
2 ([EBEREatEl]) - ARARER TFAR B REME
REZRE (BRES) BRE - BERERS T SEE
RABBEBEITRAZ10% @ KB 2 BARRER] hikAiE
MeHEE BRA T F BB T(E - AR 2 BB
B mEOEERERBRERD BB AERS A
Wl 2 FHWTHEBO%MER 2 BaEH - BRE
BEETEN ST _FWAZ+NBEIE - RTARE
ERRETIE - SROIBREIN  ERRESIZ
B EMESGEEER Y - BB EEERHEZ2
ERRERREROTTAE -

5

N—TT—F=FA-+FHH  BRAARRBRBESE
A& FiEE—E RN AT 8 ([3TEE AT
) ZEERHER -




26 Share options continued

Under the New Option Scheme, the Company may grant
options to qualified participants as defined in the Report of the
Directors to subscribe for shares in the Company, subject to a
maximum of 10% of the issued share capital of the Company
as at the date of adoption of the New Option Scheme. 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 highest of the
closing price of the shares on the date of grant; the average of
the closing prices of the shares for the five trading days
immediately preceding the date of grant; and the nominal value
of the shares.

Movements in the number of share options outstanding during
the year are as follows:

26

RBFTIERAERT & - AARIAMEERALT(ERRE
E2REE) B TEREARBARRRD - k2
RINE B NMEBBRMFTEREAZ BHARFEE
FTIRA210% © BB E R £ B Bk IE S A
BETTF AR TE o BARRE 2 1 TEE RN E
B ERR D 2 W {(E - EERE R AEARXSHEZ
BRHFHUMERRND EBCRSEERE

FRRARITERZBRERBZBIT

2003 2002

Number Number

of shares of shares

B EE [grar4=

At the beginning of the year FH 292,992,000 196,436,000
Granted during the year (Note (a)) FREL (HiEa) 52,806,000 167,800,000
Exercised during the year (Note (b)) FNTTE (KaHb) (656,000)  (66,302,000)
Lapsed during the year (Note (c)) FRRK (HEc) - (4,942,000)
At the end of the year FIR 345,142,000 292,992,000
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26 Share Options continueo 26 BRE «
(@) Details of share options granted during the year (a) FARHZBEBREREFNT :
were as follows:

2003 2002
Number Number
Exercise period Exercise price of shares of shares
TS TEE RBEE f&ingr B
HK$
BT
16.4.2001 - 15.4.2011 4.072 - 35,550,000
29.8.2001 — 28.8.2011 2.904 - 1,006,000
31.8.2001 — 30.8.2011 2.876 - 181,244,000
10.10.2002 — 09.10.2012 2.435 52,806,000 -
52,806,000 167,800,000
(b) Details of share options exercised during the year (b) FRTEZBEREREFDT :
were as follows:
() Year 2003 )  2003F A
Market value
per share at Number Proceeds
Exercise date Exercise price exercise date of shares received
TER#HZ
TERH TEE BRME ROEE CEWRERIE
HK$ HK$ HK$
BT BT BT
2.4.2002 2.876 .38 88,000 253,088
8.5.2002 2.876 BESH 270,000 776,520
10.6.2002 2.876 3.20 298,000 857,048

656,000

1,886,656




26 Share Options continued 26 HERRHE -
(b) Details of share options exercised during the year (b) FRITHEZBERERENT : &
were as follow: continued

(i) Year 2002 (i)  20024F A

Market value

per share at Number Proceeds
Exercise date Exercise price exercise date of shares received
TEREZ
111 B ER 1TEE BRME BRHEE BHKFAEHKRIE
HK$ HK$ HK$
BT BT BT
18.4.2001 0.459 5.25 32,000,000 14,688,000
9.10.2001 — 31.10.2001 2.876 3.10-38.22 124,000 356,624
1.11.2001 — 30.11.2001 2.876 2.92 -3.47 2,486,000 7,149,736
3.12.2001 — 30.12.2001 2.876 3.38-3.95 2,094,000 6,022,344
7.1.2002 — 31.1.2002 2.876 3.58 - 4.22 1,932,000 5,556,432
1.2.2002 - 11.2.2002 2.876 3.22-38.60 1,274,000 3,664,024
31.1.2002 2.904 3.60 174,000 505,296
9.4.2001 — 17.4.2001 4.038 5.35-5.45 25,616,000 103,437,408
3.7.2001 4.038 5.05 96,000 387,648
12.4.2001 — 25.4.2001 4.312 5.25 -5.85 256,000 1,103,872
7.5.2001 — 24.5.2001 4.312 5.50 - 6.35 246,000 1,060,752
20.6.2001 4.312 4.95 4,000 17,248

66,302,000 143,949,384
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26 Share Options continueo 26 BRE «
(c) Details of share options lapsed during the year (c) FAXRMBRAEFEFLT :
were as follows:

2003 2002
Number Number
Exercise period Exercise price of shares of shares
TEHE TEE REE B’ 2 8
HK$
BT
28.1.2000 - 27.1.2010 4.038 - 928,000
15.1.2001 - 14.1.2011 4.312 - 2,416,000
31.8.2001 - 30.8.2011 2.876 - 1,598,000
- 4,942,000
(d) Details of share options at the balance sheet date (dy REEHZBREFEBOT :
were as follows:
2003 2002
Number Number
Exercise period Exercise price of shares of shares
TSR TEE RO EE 17 81 B
HK$
BT
Old Option Scheme
EERETE
28.1.2000 - 27.1.2010 4.038 7,712,000 7,712,000
15.1.2001 - 14.1.2011 4.312 127,162,000 127,162,000
16.4.2001 — 15.4.2011 4.072 35,550,000 35,550,000
29.8.2001 - 28.8.2011 2.904 832,000 832,000
31.8.2001 — 30.8.2011 2.876 121,080,000 121,736,000
292,336,000 292,992,000
New Option Scheme
FERERE
10.10.2002 - 9.10.2012 2.435 52,806,000 =

345,142,000 292,992,000




27 Share capital and reserves

27 BAK#E

Group
£8
Surplus Investment Share
Share Share  arisingon  Exchange revaluation redemption Accumulated
capital premium consolidation reserve reserve reserve losses Total
GREER
B ROEE ELfzBH ERRE REEMRHERE RODHBREE ZitER &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETR BETT  E¥TR BT BETL BT BT BET
As at 1st April 2002 RZZZ-4NA—A 187,701 4,732,184 27,893 4,155 13,515 1,806  (1,285220) 3,682,034
Deficit in fair market value REZFATME
of investment securities BE - - - - (20,891) - - (20,891)
Exchange differences ERER - - - 156 - - - 156
Reserves realised upon disposal LEEFREL
of investment securities ERGE - - = = (7,120) = = (7,120)
Goodwill written off arising BB AR
from disposal of subsidiaries k2 EmE - - (22) - - - - 22)
Profit for the year FEREF - - - - - - 1017152 1,017,152
Exercise of share options HEmmE 16 1,871 - - - - - 1,887
Repurchase of shares BEERA (783) - - - - 783 (79,399) (79,399)
Dividends paid BRRE - - - - - = (405,276)  (405,276)
As at 31st March 2003 R=2%=4=A=1-AH 186,934 4,734,065 27,87 4,311 (14,496) 2,589 (752,743) 4,188,521
Representing: &
2003 final dividend proposed BE-TZ=-FREKE 224,040
2008 special dividend proposed BE-TZ=FHiRE 388,337
Others Hi (1,365,120)
Accumulated losses as at RWZZE=F=A=+-H
31st March 2003 ZEiER (752,743)
Company and subsidiaries ARARHBAR 186,934 4,734,055 27,871 4311 (14,496) 2,589 (719,921) 4,221,343
Jointly controlled entities HEEHER - - - - - - (27,704) (27,704)
Associated companies BEDNT - - - - - - (5,118) (5,118)
As at 315t March 2003 K-FE=E=A=+-B 186,934 4,734,085 27871 4,311 (14,496) 2580 (152743 4,188,521
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27 Share capital and reserves continues 27 BRARREE
Group
£
Surplus Investment Share
Share Share  arising on Exchange  revaluation  redemption  Accumulated
capital premium  consolidation reserve reserve reserve losses Total
RARER
R BihaB EfzEH ERfE RESHEE RODBHEE 2iER Ch
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT A%t AETR BETT A% BETT BETT A%
As at 1st April 2001 R=2Z-4NA—-A 187,849 4,589,893 171,715 336 - - (1,086,871 3,882,922
Reserves transfers FEEE - - (166,719) - 63,091 - 103,628 -
Deficit in fair market value REZFATME
of investment securities B8 - - - - (36,058) - - (36,058)
Exchange differences EXER - - - 3819 - - - 3,819
Reserves realised upon disposal HERFREL
of investment securities 2RGRE - - - - (13,518) - - (13,518)
Goolwill written back arising from ~ HEBEAFEH
disposal of an associated HEZ
company BE - - 22,897 - - - - 22,897
Profit for the year FRE - - - - - - 1044900 1,044,900
Exercise of share options B E 1,658 142,291 - - - - - 143,949
Repurchase of shares BRI (D (1,806) - - - = 1,806 (263,761) (263,761)
Dividends paid BRE - - - - - ~ (1103,116)  (1,103,116)
As at 31st March 2002 W=FF-4=A=1-H 187,701 4,732,184 27,893 4,155 13,615 1806  (1,285,220) 3,682,034
Representing: &
2002 final dividend proposed RE-ZS_ERERE 271,051
Others Hft (1,556,271)
Accumulated losses as at RZFE-F=A=+-H
315t March 2002 22 ER (1,285,220)
Company and subsidiaries ARARHBAR 187,701 4,732,184 27,893 4,155 13,515 1806 (1,275955) 3,691,299
Jointly controlled entities HREHERE - - - - - - 8,468 8,468
Associated companies BERT - - - - - - (17,733) (17,733)
As at 31st March 2002 R=FF-4=A=1-H 187,701 4,732,184 27,893 4,155 13,615 1806  (1,285,220) 3,682,034




27 Share capital and reserves continued

27 BAR#HE =

Company
A7
Investment Share
Share Share revaluation redemption Retained
capital premium reserve reserve profits Total
[ RAEEE REEMHE RODBRHE REEF At
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
BT BT BB BBTR BBTR BT
As at 1st April 2002 R-EZ-_FMNA—-A 187,701 4,732,184 - 1,806 863,305 5,784,996
Deficit in fair market value REBFAT
of investment securities mEEe - - (2,183) - - (2,183)
Profit for the year FREH - - - - 1,095,610 1,095,610
Exercise of share options iR 16 1,871 - - - 1,887
Repurchase of shares BRI (783) - - 783 (79,399) (79,399)
Dividends paid BEARE - - - - (405,276) (405,276)
As at 31st March 2003 R-EE=F=A=1+-H 186,934 4,734,055 (2,183) 2,589 1,474,240 6,395,635
Representing: &
2003 final dividend proposed R ZFERBRE 224,040
2003 special dividend proposed ~~ BER—ZZ=FHRIKE 388,337
Others Hify 861,863
Retained profits as RZZEE=F=A=1—H
at 31st March 2003 ZREE 1,474,240
As at 1st April 2001 R-ET-45mA—H 187,849 4,589,893 - - 1,368,118 6,145,360
Revaluation surplus on A MaBEEmnES
spin-off of DCHL Group ZEbRR - - 109,131 - - 109,131
Reserves transfers (REER - - (109,131) = 109,131 =
Profit for the year FREH - - - - 752,933 752,933
Exercise of share options fid i 1,658 142,291 - - - 143,949
Repurchase of shares BRI (1,806) - - 1,806 (263,761) (263,761)
Dividends paid BEARE - - - - (1,108,116) (1,103,116
As at 31st March 2002 R-EZT-_F=A=1+-H 187,701 4,732,184 - 1,806 863,305 5,784,996
Representing: &
2002 final dividend proposed RE-ST-_FRIRE 271,061
Others Hith 592,254
Retained profits as R=TZE-F=A=+-H
at 31st March 2002 ZRBEF 863,305
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28 Related party transactions 28 BEBALXRS
Saved as disclosed elsewhere in this set of accounts, the Group BRIEARERE EASOEEIN  AEEE TIEXEH
had the following material related party transactions: ALTRS :
Group
£H
2003 2002
HK$’000 HK$'000
BET T BT T
AOL-Legend (Beijing) Technology s A8 5TEE (b 7)) BHR AR A A
Co., Ltd. (formerly known as Beijing (BB B AR = N AR AR A )
Legend FM365 Technology Limited) (—KHREZEHIER) -
(a jointly controlled entity):
Technical consultancy fees FiTEE & 2,260 176
Beijing Legend FM Science and JEREE AT SER R AR A 7
Technology Company Limited (—RRARMBAR) :
(a fellow subsidiary):
Account access fees REEAE 43,879 50,330
DCHL Group (associated companies of 18N 5 E B (FERIERA 7]
the ultimate holding company): HBEE N A])
Rental and management fees HEREBEER 2,163 2,813
Purchase of goods HKEED 5,414 13,519
Sales of goods HEEY 1,132 =
Hui Yang Legend Computer Co., Ltd. BEHIEEMNERAR
(@ subsidiary of a jointly (—RHERZFIEEMERA) :
controlled entity):
Rental and management fee HeREEER 8,239 -



28 Related party transactions continued 28 ABALRS

Group
£H
2003 2002
HK$’000 HK$’'000
BET T BT T

Leby Technology Company Limited LB AR A A]

(a jointly controlled entity): (—RERZEHIER) -

Purchase of goods REEY 134,262 -

Manufacturing fee mTE 58,284 =

Sale of computer products HEBKER 31,094 -
Right Lane Limited FABRBR AR

(a substantial shareholder): (FBRRE) :

Rental and management fee HekEERER 960 1,020
Shenzhen Legend Science Park AR AR E B R A A

Company Limited (—RRARKBAR) :

(a fellow subsidiary):

Rental e 14,822 3,088
Techwise Circuits Company Limited BIESERAERARR

and its subsidiaries HME AR BEAw)

(associated companies):

Purchase of goods HKEEY 51,232 15,255

Rental and management fee HEREEER 21,903 -
Xiamen Overseas Chinese EMEBETERAR

Electronics Limited (—HERB AR HRR) -

(a minority shareholder of

a subsidiary):

Rental e 1,144 =

Purchase of goods KEEY 32,368 -

The directors are of the opinion that the above transactions EERR LA G HE—MEBTIRB—REEENK
were conducted on normal commercial terms in the ordinary AT ©

course of business.
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Banking facilities

29

At 31st March 2003, total banking facilities granted to the Group

amounted to approximately HK$2,620,000
secured by one or more of the following:

,000 which were

(@ Cross guarantees provided by certain subsidiaries; and

(b) Guarantees provided by the Company.

At 31st March 2003, the amount of facilities utilised by the
Group amounted to approximately HK$460,000,000.

Commitments
(@) Capital commitments

30

RITEE

R-BE=F=A=+—8  FEEZTBRRIE
E 454 28 182,620,000,0007T + WA T FIE A —I8
R AT A MEEAER

(a) HMETHWBRRRHEZERER &
(b) BARBREZER -

RIZET=F=ZA=+—0  AEECHHZRTE
B 4REE4) 575 8460,000,0007T °

Group
£H
2003 2002
HK$’000 HK$’000
BET T BETT

Contracted but not provided for EEESIEERE L

property, plant and equipment W - HERHRE 120,156 28,850

Investments ®& - 183,082

120,156 211,932

Capital commitments for property, B £t ASN

plant and equipment of ZEERE 2

associated companies not Wes R EAR

included in the above APEET

is as follows:

Contracted but not provided for EEESIERS L] - 1,060




30 Commitments continued

(b)

Commitments under operating leases

At 31st March 20083, the Group had future aggregate
minimum lease payments in respect of land and buildings

30 &iE o

(b)

RERKAR
REZFR=F=A=1—H AKERTHER

Bt RBT2REMO T 2 RRRERES

under non-cancellable operating leases as follows: I ¢
Group
58
2003 2002
HK$’000 HK$’000
BT T BT T
Not later than one year TiBim—F 58,255 65,792
Later than one year but not —FERF
later than five years 78,281 75,620
Later than five years BRAT 52,058 -
188,594 141,412
(c) Other commitments (c) HAEiE

U

On 17th December 2002, two subsidiaries of the
Company, China Weal Technology Holdings Limited
(“*CWT”) and the shareholders of CWT entered into
an agreement in which the Company’s subsidiaries
have committed to acquire certain business and
assets from CWT and its subsidiaries (the “CWT
Group”). The business and assets acquired were
injected into a newly incorporated Chinese mainland
subsidiary of the Company.

Pursuant to the agreement, the Group is required
to pay an initial consideration of approximately
HK$61 million, and an additional consideration
which is dependent on, among other things, proper
completion of certain reorganisation procedures,
and the operating results of the above-mentioned
new subsidiary of the Company up to 31st March
2008. The maximum amount of additional
consideration, if required, amounted to
approximately HK$156 million which will be settled
by phases before 31st October 2008.

(0

RZZBZZF+-A+tH  ARAIMMHE
MEBAR  HERZERERARA
([CWTI) RCWTZ BRERET . — 181k « 1%
I+ AR RIFTER A Bl BB CWT K2 ELFf
BAR ([CWTERE D BB REE <
W iE 2 2755 KB E B E AR BIFTeEMAK
SZHRBAREEMB AR o

BERE - AR AZNEARELNES
61,000,0007T - FESMRABZER (KR B1E)
ATEARFIERTK « ARARE] Lt
FWEAREE_TZTN\F=A=1+—H
ZEEREEBR c MIMBZZR RN
#75%156,000,0007T ° BEIMUE (INFE =
M ER_ZZNF+A=+—HAHH
A e
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30 Commitments continved
(c) Other commitments continued

(i) Asat 31st March 20083, the Group had outstanding
foreign currency contracts amounted to
approximately HK$46,000,000 (2002:
HK$56,000,000).

31 Contingent liabilities

(@)

The Company has executed guarantees with respect to
banking facilities made available to its subsidiaries. As at
31st March 2003, such facilities granted and utilised
amounted to approximately HK$2,620,000,000 and
HK$460,000,000 respectively (2002: HK$2,485,000,000
and HK$419,000,000).

The Company has issued letters of guarantee to the
suppliers and vendors of its subsidiaries. As at 31st March
2003, the guarantee granted and utilised amounted to
approximately HK$941,460,000 and HK$570,000,000
respectively (2002: HK$854,000,000 and
HK$272,000,000).

30 &iE 2

(c)

iy RKZZTE=F=A=+—80 ~EE%H
ZINES B ENEL) = 46,000,0007T
—ET 4 : ##56,000,0007T) ©

31 ARERE

(a)

ARBIEMBETFHMBAR ZRITREELE
ReR_ZEE=F=A=1+—HAEBETERIHZ
AR BI# B#EE2,620,000,000 L FA R
460,000,0007T (ZZZ = : #B#2,485,000,000
JLAA#419,000,0007T) °

ARRBELERE TEHMB R RIAMHER - B
—TE=F-A-+—HEETRIAZER
2 B4 & 75%5941,460,000 7L AN #5570,000,000
T (ZZTZT—F : #%854,000,000 T FI %
272,000,0007T) °




32 Reconciliation of operating profit before taxation

32 BRBiATAR

BNREERBEMEREFRE

to net cash inflow from operations HERK
2003 2002
HK$’000 HK$'000
BETT AT
Operating profit before taxation PR ATAC & 7 1,028,651 1,081,194
Share of (profits)/losses of associated companies  F&fk yﬁ“’ a2 (EH) /BB (13,826) 12,979
Share of losses/(profits) of jointly controlled entities ~ FE{G R HIEE 2 B51E / G H) 34,756 (8,468)
Interest income %UEH&U\ (77,233) (67,360)
Interest expenses FlESH 20 11,785
Depreciation of tangible fixed assets BERETEENE 160,304 143,048
Amortisation of intangible assets B EESE 15,246 =
Loss on disposal of tangible fixed assets HEEVETEEEZEE 3,110 1,440
Losses/(gains) on disposal of subsidiaries, LERBRR - BEARAK
an associated company and investment BRREACER/
securities (ezs) 26,802 (164,240)
Operating profit before working capital changes HEERLHA 2 LR 1,177,830 1,010,378
(Increase)/decrease in inventories BTEGEm /R (411,997) 261,620
Decrease/(increase) in amounts due R R Z R RD
from jointly controlled entities (384 194,132 (194,132)
Increase in trade receivables, notes receivable, B ZRN - BRERE e B8
deposits, prepayments and other receivables RE i IR FRIE N (287,263) (21,776)
Increase/(decrease) in trade payables, ERESER - BNER - B BAK
notes payable, accruals and other payables Hibpfzaem/ (Rd) 477,373 (246,600)
Net cash inflow from operations REFRR SR 1,150,075 809,490
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33 Analysis of changes in financing

33 BMELBIMN

2003 2002
Share Loans and Share Loans and
capital finance capital finance
(including Minority lease (including Minority lease
premium) interests  obligations premium) interests  obligations
RE  DERR EXRHE BA  LERE  ERREHB
(BE%E EE  HNER  (BFEE) Ban  MOES
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BRI BT  B¥Tn  BBTx BTt A%
Balance at the beginning of FNET
the year 4,919,885 7,050 - AT77,742 74,458 832,469
Minarity interests’ share of DYRFEREE R
profits and exchange reserve RONERE - (14,519) - = 13,202 =
Increase in minority interests DERFEREMN - - - - 4,364 (4,364)
Increase in bank loans RITEFEM - - - - - 121,495
Disposal of subsidiaries HERBAR - - - = (84,974)  (944,760)
Decrease in loans from DERRER
minority shareholders o - - - - - (4,840)
Acquisition of subsidiaries Ihé =N - 67,210 - = = =
Issue of new shares BT 1,887 - - 143949 - -
Consideration for the RiDEEE
repurchase of shares ZRE (79,399) - - (263,761) = =
Repurchase of shares out of feRB RS
retained profits BRI 78,616 - - 261,955 = =
Balance at the end of the year FRER 4,920,989 59,741 - 4,919,885 7,050 -
34 Analysis of the balances of cash and cash M RERZERARLEFEIN
equivalents
2003 2002
HK$’000 HK$’000
BT T BT IT
Cash and bank balances R e RIRTTEE % 2,808,323 2,441,169




35 Disposal of subsidiaries

35 HEMELQH

2003 2002
HK$’000 HK$’000
BT T BT
Net assets disposed of HEZFEE
Tangible fixed assets BEEBREE - 305,678
Construction-in-progress EETR - 8,033
Trade receivables FEWLE 5 B 5K = 1,311,570
Inventories & - 983,973
Deposits, prepayments and e - BENFER
other receivables H A FEYGK - 205,692
Cash and bank balances Re RIRITHEA - 356,261
Trade and notes payable FERTE SRR R IENRE - (794,216)
Accruals and other payables e B A & EL TR - (449,398)
Bank loans IRITER - (944,760)
Minority interests DER R = (84,974)
- 897,859
Gains on disposal 2 e - 155,538
- 1,053,397
Satisfied by: SANPEE
Cash and cash equivalents RekERRE - 229,021
Dividends payable ERRE - 808,538
Investments & - 70,899
Accruals B EA - (55,061)
- 1,058,397
36 Analysis of the net outflow of cash and cash 36 HENBARMEZREREAESFEE
equivalents in respect of the disposal of Pl il
subsidiaries
2003 2002
HK$’000 HK$’000
BT T BT
Cash consideration ReRE - 229,021
Cash and bank balances disposed of HE RS RIRITHESR - (356,261)
Net outflow of cash and cash ST E A A
equivalent in respect of the ez RE Rk
disposal of subsidiaries ZRFEIFRE - (127,240)
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37 Acquisition of subsidiaries

37 WEBHIEB AT

2003 2002

HK$’000 HK$’000

BT T BT T

Net assets acquired BUEFEE

Tangible fixed assets BREEEE 27,027 -
Inventories FE 1,535 =
Investment in an associated company REFE R R ZIHE 3,649 =
Trade and notes receivable B E 5 IR R R B R 7,788 =
Deposits, prepayments and other receivables e - FBNFRIERE A EKRARF 25,730 -
Cash and bank balances W& RIRITAER 204,788 -
Trade and notes payable FEH B SRR R B =& (789) -
Accruals and other payables FERH B FA K EL AT BR AR (20,538) -
Minority interests LR ERER (67,210) -
181,980 -

Goodwill arising from acquisition WEREE 2R 38,801 -
220,781 -

Satisfied by: IHRAR

Cash and cash equivalents RE 199,941 -
Other payables H A B TR 20,840 -
220,781 -

38 Analysis of the net inflow of cash and cash equivalents 38 WHEHBATMSEERERHEESF

in respect of the acquisition of subsidiaries oW
2003 2002
HK$’000 HK$’000
BET T BETT
Cash consideration RENRE (199,941) -
Cash and bank balances acquired W kg 2 3R R ERTTAE B 204,788 =
Net inflow of cash and cash equivalents BB A RIFTS IR & &
in respect of acquisition of subsidiaries LRBFLFHE 4,847 -
39 Ultimate holding company 39 RAERAT
The directors regard B8k B R A & (Legend Holdings Limited), EERRHEIERARA RN RLIERAR
a company established in Chinese mainland, as being the ultimate 2N B B RBER ST ©
holding company.
40 Approval of accounts 40 RREZ®&AE
The accounts were approved by the board of directors on 28th May AEREEHEFEeRN _ZTEZ=FAA-+/\H

2003. %



SUPPLEMENTARY | & B
FINANCIAL
INFORMATION

For the year ended 31st March 2003

2003 2002
Proforma
(unaudited)
(audited) BE
(BER) (RIEER)
HK$°000 HK$'000
BETR BETT
Turnover HEHE 20,233,290 19,267,384
Earnings before interest, taxation, BRALS - BB B
depreciation and amortisation expenses RESHRT SR 1,174,720 972,580
Depreciation expenses nEER (160,304) (137,980)
Amortisation of intangible assets EmREESE (15,246) -
(Losses)/gains on disposal of subsidiaries, an associated HERBAR - BEARRES
company and investment securities BEZ (BB /K#E (26,802) 164,240
Interest income FEWA 77,233 66,664
Profit from operations s 1,049,601 1,065,504
Finance cost HM%ER (20) (1,676)
1,049,581 1,063,828
Share of (losses)/profits of jointly controlled entities [EIE RS EEE (B518) 5 F (34,756) 8,468
Share of profits/(losses) of associated companies e E A RR T/ (E58) 13,826 (12,979)
Profit before taxation BREL AR A 1,028,651 1,059,317
Taxation N (26,018) (23,092)
Profit after taxation BRE &R A 1,002,633 1,036,225
Minority interests DER RS 14,519 (9,768)
Profit attributable to shareholders IR (iR A 1,017,152 1,026,457
Dividends BRE 747,411 383,088
Earnings per share (HK cents): BIREF] (&) :
- Basic - ®EX 13.55 13.61
— Fully diluted - 2E&E 13.54 13.55

With effect from 1st June 2001, DCHL Group were spun off from
the Group. The unaudited proforma consolidated results of the Group
for the year ended 31st March 2002 have been prepared as if the

spin-off of DCHL Group was effective throughout the year.
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2003 2002 2001 2000 1999
HK$'000 HK$'000 HK$000 HK$000  HK$000
B¥TRT BT BT A%t A%t
Turnover BET 20,233,290 20,853,254 27,219,212 17,449,649 11,633,573
Earnings before interest, taxation, BRAE - B ER
depreciation and amortisation expenses B AT R R 1,174,720 1,008,938 970,700 603,278 384,940
Depreciation expenses nEER (160,304)  (143,048)  (123,359) (93,275) (72,198)
Amortisation of intangible assets BREEEH (15,246) - (580,877) (580,877) (580,877)
Impairment loss of goodwill EEREEE - - (165,640 - (33,977)
(Losses)/gains on disposal of subsidiaries,  HEMNBELRR * BERE
an associated company and investment REBEHEEZ
securities (B518) /s (26,802) 164,240 (1,338) = =
Interest income FIEWA 77,233 67,360 103,214 16,373 13,620
Profit/(loss) from operations EEF/ (B18) 1,049,601 1,097,490 202,700 (54,501)  (288,492)
Finance cost BBER (20) (11,785  (33,516)  (41,456) (46,273
1,049,581 1,085,705 169,184 (95,957)  (334,765)
Share of (losses)/profits of jointly FE(G R B
controlled entities (E518) /i 7 (34,756) 8,468 = = =
Share of profits/(losses) of associated NG
companies wFl/ (E518) 13,826 (12,979 (6,628) 2,803 394
Profit/(loss) before taxation BRFLATER/ (B518) 1,028,651 1,081,194 162,556 (93,154)  (334,371)
Taxation IR (26,018) (23,092) (19,156) 3,152 (4,958)
Profit/(loss) after taxation BRERER/ (B18) 1,002,633 1,058,102 143,400 (90,002)  (339,329)
Minority interests DY RER 14,519 (13,202)  (29,886) (9,986) (258)
Profit/(loss) attributable to shareholders R EEF]/ (B518) 1,017,152 1,044,900 113,514 (99,988)  (339,587)
Total assets BEE 6,755,596 5,691,737 8,027,993 6,739,674 4,688,627
Total liabilities Bafk
(including minority interests) (BEIYRFER) 2,567,075 2,009,703 4,145,071 2,906,655 2,433,700
Net assets EEZE 4,188,521 3,682,034 3,882,922 3,833,019 2,254,927
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BOARD OF DIRECTORS

Executive Directors

Mr Liu Chuanzhi (Chairman)

Mr Yang Yuanging (Vice Chairman and President)
Ms Ma Xuezheng

Non-executive Director
Mr Zeng Maochao

Independent Non-executive Directors
Mr Wong Wai Ming
Professor Woo Chia-Wei

Mr Ting Lee Sen

COMPANY SECRETARY
Ms Look Pui Fan

REGISTERED OFFICE
23rd Floor, Lincoln House, Taikoo Place,
979 King’s Road, Quarry Bay, Hong Kong

PRINCIPAL BANKERS

Bank of China

The Hongkong and Shanghai Banking Corporation Limited
Standard Chartered Bank

AUDITORS
PricewaterhouseCoopers
Certified Public Accountants

SHARE REGISTRAR

Abacus Share Registrars Limited

28th Floor, BEA Harbour View Centre,

56 Gloucester Road, Wanchai, Hong Kong

AMERICAN DEPOSITARY RECEIPTS
(Depositary and Registrar)

Citibank, N.A.

5th Floor, 111 Wall Street,

New York 10005, USA

INTERNET WEBSITE

http://www.lenovo.com
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