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At \\
450 Fifth Street, N.W. THOMSUR
Washington, D.C. 20549 FINANCIA-
USA.

Re: Legend Group Limited
(Formerly known as Legend Holdings Limited)

Information Furnished Pursuant to Rule 12g3-2(b)
eriheSecuriies Exchange A CQ,QJ ?// 2

Ladies and Gentlemen:

On behalf of Legend Group Limited (the "Company"), SEC File No. 82-3950, the
enclosed documents are submitted to you in order to maintain the Company's exemption from
Section 12(g) of the Securities Exchange Act of 1934 (the "Act") pursuant to Rule 12g3- 2(b)
under the Act:

(1) The Company’s announcement in relation to the connected transactions, dated
June 19, 2002, published (in English language) in the South China Morning
Post and published (in Chinese language) in the Hong Kong Economic Journal,
both on June 20, 2002;
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T{:r S{a:lr E.rtlx_angr of Hong Kong Limited takes no responsibilities for the contents of this announcement, makes no representatlen’ as 101y accuracy or completeness and expressly
disclaims any liahility whatsoever for any lost however arising from or In reliance upoa the whole or any part of the conlents af this announcement,
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LEGEND LEGEND GROUP LIMITED

(Incorporated In Hong Kong under the Companies Ordinance)

CONNECTED TRANSACTIONS

[ R

The Directors of the Company annownce that on 19 June 2002, Legend Beijing, a wholly-owned subsidiary of the Company, entered Into on agreement with Xoceeo whereby Legend
Beijing hos ogreed 1o acquire from Xoceco 16% of (he equity Interest in JV for a consideration of. RMB24 million (equivalent to HK$22,680,000) and to invest RMBIT.5 million
smpletion of the A j

IV will be owned 23 to 80.8% and 19.2% by Legend Beljing and |

(equivalent to HK$3$,437,500) as upllll In IV (together the “Acquisi ). After
Xoceco respectively,
On 19 June 2002, 1V entered into & Tcn:mcy Agreement with Xoceco.

The Directors expccl that JV will purchase certain raw material and semi-finished products from Xoceco Group for the manufacture of handsets in the PRC (lhn "Purchn:es") Such

transactions will be on~going connected transactions,

Xoceco i3 a substantial shareholder of the JV. Thcrcfon, the Acquisition, the Tenancy Agreement and the Purchases constitute connecled transactions for the Compony under the
1 Uisting Rules, As the considerntion of each of these 1ransactions represents less than 3% of the consolidated net \nng\ble assets of the Company as dizclosed In its tateat published
sudited accounts, these transactions fall within Rulz 14.25(1) of the Listing Rules and no Shareholders® approval is required for them, Details of such transections will be included

In the next published annual report and accounts of the Company.

The Campany will make an spplication to the Stack Exchnnge for a walver from strict compliance with the press q

Listing Rules in respect of the Purchases wheaever they orise,

1 as stip 8 under Rule 14.25(1) of the

DETAILS OF THE ACQUISITION

Dste i 19 June 2002

Partles ¢ Legend Beijing and Xoceco

Tnterest to be ocquired and considerntion

(1)  Legend Beijing will nequire from Xoceca 16% of the equ!ty interest in JV at a
consideration of RMB24 million (equivalent to HK$22,680,000) (before such
scquisition, Legend Beljing is directly interested 1n.60% of the cquity interest in
V), and

(2)  Legend Beijing will invest RMB37.5 million (equivaient to HK$35,437,500) inJV,
representing 4.8% of the enlarged registered copital of the JV. Thereaftel, the folal
reglstered capital of IV will be RMDT87.S miition,

Upon completion, Legend Beljing and Xoceco will be directly Interested in 80.8% and

19.2% of the equity (nterest in IV respectivaly.

Informetlon on JV and basls for determining eun:ld:rnllun

The IV Is principally engaged in the manufacture and sale of mabile handsets in the PRC,

It was [ncorporated in the PRC on 4 April 2002 with a registered capital of RMBISO

million, which Is currently owned as to 60% by Legend Beljing 2nd 40% by Xocece. The

registered capital was fully paid up snd certified by certificd public accountants registered

in the PRC. The consideration for the Acquisition has been arrived st after arm’s lenglh

negotiation between the parties based on the face valoe of the registered copltal of the JV,

The 1ata! considerstion payable by Legend Beijing 1s RMB61.5 million (equivalent 1o

HK$58,117,500) In cash, It will be financed by Internal resources.

Reasons for the Acquisitian .

“The Group ia principally engaged in the sale and manufacture of Legend brand personal

camputers and handheld devices, the-provision af IT seevices and laternet services, aad

contract manufacturing business (OBM).

Walver Application )
In view of the ongoing nature of the Purchases, the Company will make an application to
the Stock Exchenge for a waiver from strict compliance with the press announcement
requirement under Rule 14,25(1) of the Listing Rules (n respect of the Purchases on
conditions that;

(i)  the Purchases are: .
2. entered inta the ordinary and usual course of the business of the Group:

b conducted eliher on normal commercial 1erma or on terms no less favoursble
than terms available to {or from, as appropriate) Independent third partics:

hle sa far as the are

€. onferms that are falr and
(1)  (he aggregate amount of the Purchases will not exceed RMBIE milllon;
(iii) details of the transactions will be disclosed in the Company's annual report a3 set

out in Rufe 14,25(1)CA) to (D) of the Listing Rules for the relevant financial yur

of the Campany;

(iv) the independent non-executive Directors will review annvally and confirm In the

Company's annual repart-of (he relevant finencial year that the Purchases have

been conducted [n the manner as stated In (1) and (ii) obove;

the auditors of the Company shall review annually the transactions and pmvld: 3

Tetter to the board of Directors staring (hat:

8. the Purchases have received approval of the board of Directors;

b, the Purchases are on normal commercial terms or on terms no less favovrable
than terms available 1o (or from, as appropriaie) independent (hird partics;

c the Purchates have not exceeded the cap referred to in (i) above;

where, for whatever reason, the-auditors deciine to sceept the enpagement of ore
unnbl: o provxde the auditors® lcucr. the Directors shall contact the Stock Exchnngsl

v)

1t is a term of the Joint venture agrecment that within 3 months after the of

JV, Legend Beijing, {n its sole diseretion, may require Xoceco 1o transfer certain equily
interest in JV ond also acquire odditional equity interest In JV. The acquisition is conditional
wpon, Inter alia, Legend Beifing being satisfied with the business, assets and financlal
position of IV and mability of Ity key management team,

Expansion into the mobile hnndm m:rk:t in the PRC I: the Company’s major sirategic
gon!, The Directors (includl: ¢ Direclors) consider that the
Acquisition Is in line with the Group s strolegy. The Direclors also believe that market
potential of moblle handset in China iy hug: and the business of JV possesses high growlh
patentlal, .
DETAILS OF THE TENANCY AGREEMENT

Date + 19 June 2002

Parties t Xoceco, a1 the landlord

3V, o3 the tenaat .

certaln portions, with on aggregate gross floor area of about 7,688.78
square meters, which Is located at 1/F, 2/F & 4/F of Block A and F &
4/R of Block C, Xiamen Overseas Chiness Electronic Science Park,
Huoju High Technolagy Development Zone, Xizmen, the PRC

monthly rent of RMB101,091,66 (equivalent to HK$95,531.62) and
monthly management fec of RMD!,00.(equivalent to HKS0.945) per
square meter (exclusive of other outgoing expemex)

Term " ' "1 6 April"2002 1o 5 April 2007

The 1V currently occuples the premises as foctory and office. From the inception of the
ienaney, the annunlized amount of reatol arising from the then monshly rents! paid by the
JV (o Xoceco Is leas than KKS1 miltion which Is exempted from disclosure pursuant to
Rule 14.24(5) of the Listing Rules, The monthly rental and the gross floor area are fixed
on 19 June 2002, The formal Tenancy Agreement is flnalised and signed after the
commencement of Ihe lease term, The rental s determined with reference to the prevailing
market rents, |

PURCHASES

Pursuaat*td the jolnt venture agreement In rospeet of IV, Xoceco made its caplial
contribution by Injection of assets like mobile handstet production facilities, raw moterials
and finished products with the balance pald in cash, The Directors expect that during 2
period of two years from the setting up of JV, JV will In its ordinary and usual course of
business make purchases fram Xoceco Group such as raw material, semi-finished product,
mould and module for production and business operation of mobdile handsets to assure
adequate tupply of comparable electranic camponents and ather materials for assembly of
handsets.

The estimated amount of such purchascs payable to Xoceco Group for each of the two
yeors, bosing on the anticipated production capecity of thé JV and the assets lst supplled
by Xoceco which could be purchased from Xoceco Group, will not exeesd RMBIZ million
(equivalent to HK$35,910,000) which represeats sbout 1% of the consalidated net tangible
atsets of the Cumpnny The purchase prices will be de(crmlned by reference to morket

Premises

Renta! H

> consideration ond the 1erms thereof are on normal

CONNECTED TRANSACTIONS

Xoceco 15 a substantial xhnreholder of the 1V. Therefore, the transactions conl:mplnltd
under the sbove and the Purch! for the
Campany under the Listing Rules, .

The terms of the Acquisition and the Tenancy Agrezmem have been, and the Purchases
will be, negotiated amang the relevant partles an an arm*s length basis, The Directors

(including the independent non-executive Directors} consider that thess ogreements, the
tal terms, feir and

and in the interesis of the Shoreholders,

As the consideration of coch of the Acquislion, the Tenancy Agreement and the Purchases
represents less than 3% of the consolldated net tangible nssets of the Company as disclosed
in its Jatest pudliched audited accounts, these trunsactions fall within Rule 14.25(1) of the .

‘Listing Rules and no Sharcholders' approval s required for them. Details of these

transactions wlll be Included In the next published snnual report and accounts of the
Company. . .

TERMS USED IN THIS ANNOUNCEMBNT
Legend Group Limited, a company chorpnmzd tn Hong Keng with

=Company™
timited lisbilily, the shares of which aro listed on the Stock Exchangs

*Director(s)" disector(s) of the Compuny

“Graup” the Company together-with llrsubxldlurlax

“HK$" Hong Kong Dollar, the lawful currency of the Hong Kong Special
Administrative Reglon of the PRC

v Legend Xoceco (Xiamen) Mobile Communlcnllan Technolagy Co.,
L (B AW (M) &mmfﬂﬁﬁﬂ'm “R) .ncompnny

Incorporeted in the PRC

Legend (Belfing) lelled a limited company incorporated in xhe

PRC and i3 a wholly-owned subsidiary of the Company

“The Rules Governing the Listing of Securities on the Stock Eznhunge

“Legend Belfing”

“Listing Rules™
“PRC™ the Peaple's Repubdlic of China

“RMB~ Renminbl, the lawful currency of the PRC
“Sharehalder(s)"  the holder(s) of the shares of the Company
“Stock Exchange”  The Stock Exchange of Hong Kong Limited

Xiamen Overseas Chinesé Electronic Co,, Ltd, (B PR {¥ 1 7‘ 4
£ A R 4> T ), a company incorporated in the PRC

Xoceco and/or its usocfulut (as defined in the Listing Rules)

“Xoceeo™

“Xoeeco Group™
* Exchange rate used herein it RAMD)wlIR30.943.

f
. By order of the Board
Liv Chuanzh!

value after srm's length negetlation, N .
Xoceco Group s principally engaged In the fmanulacture and sale of coloar TV, computers, R Chalrman, -
monitors and l’nx machines and electronlc products upor; in the PRC. - Hong Kong, 19 June 2002 . . . ’ o
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e 'd in Hong Kong under the Companies Ordinance)

TS ANNOUNCEMENT
‘ns that assets may be impaired, and if thbcrc are

- mount of the assets is to be determined. Any
=4 are charged to the profit-and loss account,

"+ Interpretation 13, assessments of impairment of
inviously eliminated against reserves which will
‘ion of SSAP 30. Any impairment loss identified
"-minated against reserves is to be recognised as

-.uak
.. nent of the fair value of its assets, including the
“.ly been charged to reserves. The Group has
5ly reported net profit for the year ended 31st
_timately HK$166 million for the impairment of

i of an associated company.

“1, the profit attributable to shareholders before
2(b) and 2(c) above amounted to approximately

. fon

. iphical segments

o/ Asta Pacifle
(excluding North
PRC) America Europe Tota!
2002 2002 2002 2002
HK$'000  HK$'000  HKS$000  HK$'000
282,233 104,872 763,640 20,853,234
30,580 17,833 44,873 865,890
- - - 164240
67,360
(11,785)
1,085,705
- - - 8,468
] - - - (12,979)
1,081,194
(23,092)
1,058,102
(13,202)
1,044,900
.+ Asia Pacific
1 {excluding North .
PRC) America Europe Total
2001, 2001 2001 2001
Restated Restated Restated Restated
(Note'2) {Note 2) {Note 2) (Note 2)
HKS$'000 HK$'000 HK$'000 HKS'000
396,827 245,236 70-{,592 27,219,212
U045 36442 16835 347341
- - - (1,338)
; - - - (580,877)
- - ~ (165,640)
103,214
(33,516) "
169,184
- - - (6,628)
162,556

BEESRAT

END GROUP LIMITED

Overseas taxation represents tax charges on the assessable profits of subsidiaries

(©)
operating overseas including PRC, calculated at rates applicable in the respective
Jjurisdictions,

(d) Pursuant to various approval documents issued by the PRC tax authority, certain

PRC subsidiaries of the Group are entitled to preferential PRC income tax treatments.,
Legend (Beijing) Linited is entitled to preferential PRC income tax rate of 7.5% for

the three years ending 31st December, 2003 (three years ended 3]st December,
2000: nil) while other major PRC subsidiaries of the Group in Sbenzhen, Beijing and
Huiyang are exempted from PRC income tax for two to three years commencing 1st
January, 2001 and a 50% PRC income tax reduction for the following three years. .

6.  Dividend

2002 2001

Restated

(Note 2)

HK$’006 HKS$'000

Special interim dividend in respect of the Spin-off of DCHL - 808,538
Interim dividend .

- 1.5 HK cents (2001: 1.1 HK cents) per share 112,846 82,942

Proposed final dividend
- 3.6 HK cents (2001: 2.4 HK cents) per share 271,051 181,732
383,897 1,073,212

7.  Earnings per share

The calculation of basic and diluted earnings per share is based on the following data:

" 2002 2001
Restated
{Note 2)
Earnings for the purposes of basic and
diluted earnings per share HK$1,044,900,000 HKS$113,514,000

Weighted average number of shares for

the purposes of basic earnings per share 7,539,152,694 7,459,949,492

Effect of dilutive potentiai shares 36,580,910 56,414,971
Weighted average number of shares for
the purposes of diluted earnings per share 7,575,733,604 7.516,364,463
8. Traosfer to reserve
2002 2001
HK$’060 HK$'000

Transfer to share redemption reserve

1,806 -

1

The Directors recommend a final dividend of 3.6 HK cents per share for the year
ended 31st March, 2002 to the shareholders whose names appear on the Register of
Members of the Company on 9th July, 2002. Subject to the shareholders’ approval at

{_PROPOSED FINAL DIVIDEND

. the forthcoming annual general meeting, the final dividend will be paid on or before

20th August, 2002,

[ BUSINESS REVIEW

]

Despite the global IT market slowdown in the past year, the Group still managed to
sustain healthy growth and build a solid foundation for its service transformation,
technological innovation, the development of new businesses, etc, Overall, Legend
accomplished its customer-oriented transformation, and shifted its role from that of a
pure hardware corpany into an eaterprise providing a comprehensive range of services.

Corporate IT Business

. Legend's corporate IT business sales still managed growth of 13.6%, and gross

margins and operating profits also improved... 5

. In August last year, the Group rolled out .a new corpo
series, “Kzutlan" “Qitian” and “Yangtian”,

. In the past year, the Group ralled out a notebook corputer that utilises wireless

network technology. Legend also launched the first notebook computer equipped

with an Intel Pentinm 4-M chip in China.

te computer produc(

For the October to Decerber 2001 quarter, Leeend’s servers ranked, for the first
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, | 2001/02 ANNUAL RESULTS ANN

. date whether there are any indications that assets
FINA‘I\CIAL HIGHLIGHTS (PROFORMA) . ) ' such indications, the recoverable amount of the d
» . Turnover increased by 3% to HK$19,267 million ° . resulting impairment losses identified are charged te
R g‘;’;; :;:?:;b;:rlghﬁ:r;h‘;gdg?;ISKHCE:JS 026 miliien In acco.rdzmce with the provcilsio.lnls of Ix}ter};rctzlt-io? {
+  Fully diluted carnings per share is 13.55 HK cents . goodwill also apply to goodwill previously elimint
»  Proposal final dividend is 3.6 HK cents per share not be reiastated at the time of adoption of SSAP 30

in respect of goodwill previously eliminated agains

an expense in the profit and loss accouat.

{ AUDITED CONSOLIDATED RESULTS j The Group has performed an assessment of the fair:
The bodrd of directors (the “Directors”) of Legend Group Limited (the “Company”) is related goodwill that had previously been charg
pleasgd to announce that the audited consolidated results of the Company and its retrospectively restated its previously reported nel
subsidiaries (the “Group™) for the year ended 31st March, 2002, together with the March, 2001 by a decrease of *.‘P.p.“’x”;m"ly HEKS Ui
comparative figures for the previous year, are as follows: goodwill erising from the acquisition of an associa
i (d) For the year ended 31st March, 2001, the profit att
Consolidated profit and loss account any restatement as a result of Notes 2(b) and 2(¢) al
Actual Proforma : HKS$860 million.
(Note 1) ’ 3. Turnover, revenue and segment informatlon
2002 2001 ’ 2002 2001 3A. Primary reporting format - geographical segmen:
Restated } Restated ,
(Note'2)’ : (Note 2) Rl Paci
(audited)  (audited) (unaudited) (unaudited) ‘P“"C‘;:: Af.':::;:;
Note  HK$°000 HK$'000 HK$'000 HKS$'000 (“PRC™) PRO)
2002 2002
Turnover + 3 20,853,254 27,219,212 19,267,384 18,665,139 HKS'000  HKS$'000
Profit and | t
Earnings before interest, reit and oss fecoun "
taxation and : Turnover Jonendsy B
depreciation expenses 1,008,938 970,700 972,580 739,820 Segment operatiag results 772,684 30,500
Depreciation expenses (143,048) (123,359) (137,980) (104,964) Gai i Lot -
Amortisation of goodwill - (580,877) - (580,877) ains on Cisposal of
A R subsidiaries, associated
Impairment loss of goodwill . - (165,640) - (165,640) companies and
{nterest income 67,360 103,214 66,664 139,767 investment securities 164,240 -
Gains/(losses) on disposal of Finance income
subsidiaries, associated Finance cost
companies and Contribution to operating profit
investment securities ) 164,240 (1,338) 164,240 (1,338) Share of profits of joiatly
controlled entities 8,468 -
Profjt from operations 4 1,097,490 202,700 1,065,504 26,768 Share of losses of associated
Fin_bjn’ce costs (11,785) (33,516) (1,676) (18,247) companies (12,979) -
Profit before taxation
. . 1,085,705 169,184 1,063,828 8,521 Tasation
Share of profits of jointly .
controlled entities . 8,468 - 8,468 - Profit after taxation
Share of losses of Migority interests
associated companies . (12,979) (6,628) (12,979) -(6,628)
- Profit attributable to shareholders
Profit before taxation - o 1,081,194 162,556 1,059,317 1,893 ) Asia Pacific
Taxation 5 (23,092) (19,156) (23,092) (19,156) . S e <°*°‘;‘gféz)
. 2001 2001,
Profit/{loss) after Laxation 1,058,102 143,400 1,036,225 (17,263) Restated  Restated
Minority interests (13,202) (29,886) (9,768) (10,944) (Note 2) (Noté'2)

HK$'000  HKS'000

Profit/(loss) attributable to Profit and loss account

shareholders 1,044,900 113,514 1,026,4.57 (28,207) Tutnover 25,872,557 96,827
Dividerids [ 383,897 1,073,212 383,897 264,674 Segment operating results 769,915 24,145 -
" Earnings/(losses) per share 7 Losses on disposal of -
- Basic 13.86 cents ° 1.52 cents 13.61 cents  (0.38) cents subsidiaries (1,338) -
- : Amortization of goodwill (580,877) -
Fully diluted 13.79 cents - 1.5 cents 13.55 cents  (0.38) cents Impairmeat loss of goodwill  {165.640) -
) Finance iscome
Notes: ; . Finanee cost
1.  Basis of preparation : )

Contribution to gperating profit
- Share of losses of associated -

As the spin-off of Digital China Holdings Limited and its subsidiaries (collectively known - o
companies (6,628) <

as “DCHL") from the Group (“the Spin-off’) was substantial to the operating results of the
Group, the Directors have prepared unaudited proforma consolidated results of the Group
for the corresponding period as if the Spin-off has been completed as at 31st March, 2000. Profit before taxation
The unauducd proforma consolidated results are orepared on a combined basis as if the -




- Fully diluted

Notes:
1.

Basis of preparation !

As the spin-off of Digital China Holdings Limited and its subsidiaries (collectively known -

as “DCHL") from the Group (“the Spin-off’) was substantial to the operating results of the
Group, the Directors have prepared unaudited proforma consolidated results of the Group
for the corresponding period as if the Spin-off has been completed as at 315t March, 2000.
The unaudited proforma consolidated results are prepared on a combined basis as if the
current group structure had been in existence throughout the years ended 31st March, 2001
and 2002.

Principal accounting policle§

The principal accounting policies adopted in the preparation of these annual results are
consistent with those adopted in the annual accounts for the year ended 31st March, 2001,
except for those changes as a result of adoption of the following Statements of Standard
Accounting Practice (“SSAP™) issued by the Hong Kong Society of Accountants which are
effective for accounting periods commencing on or after Ist January, 2001:

SSAP 9 (revised) : Events after the balance sheet date
SSAP 14 (revised) : Leases (effective for periods commencing on of after 1st July 2000)
SSAP 26 : Segment reporting

SSAP 28 :, Provisions, contingent liabilities and contingent assets

SSAP 29 : Intangible assets

SSAP 30 : Business combinations

SSAP 31 : Impairment of assets .
SSAP 32 : Consolidated financial statements and accounting for investments

in subsidiaries

The major changes to thé Group’s accounting policies and the major effect of adopting

-these new policies are set out below:

{a) SSAP 9 (revised) “Evenis after balance sheer date"

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

Opening accumulated losses at 1st April, 2000 have decreased by approximately
HKS$134 million which is the reversal of the provision for proposed final dividend
for year 1999/2000 previously recorded as a liability as at 31st March, 2000 although
declared after balance shect date. Opening accumulated losses at ist April, 2001
have decreased by approximately HK$990 million which is the reversal of the
provision for proposed special interim dividend and final dividend both for 2000/01
previously recorded as liabilities as at 31st March, 2001 although declared after
balance sheet date. This adjustment bas resulted in a decrease in current liabilities at
31st March, 2001 by approximately HK$990 million (2000: HK$134 million) being
provision for proposed dividends that is no longer required.

Changes to headings used in the balance sheet and profit and loss account relating to
dividends and profit foc the year as previously ceported in 2000/01 annual repoct
have also been made to reflect the changes resulting from the application of SSAP 9
(revised). .

(b} SSAP 29 “Intangible assets”

Effective in December 1997, the Group acquired the entire equity interest in Legend

(Beijing) Limited from its controlling sharcholder. The intangible assets arising
thereon were regarded as trademarks which were valued by an independent valuer on
an open market value basis and capitalised in the consolidated balance sheet with no
amortisation.

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

Opening accumulated losses at 1st April, 2000 have increased by approximately
HK$1,307 million which is the amount of the adjustment in respect of amortisation,
of goodwill relating to periods prior to year ended 31st March, 2000., Opening
accumulated losses at 1st April, 2001 have increased by approximately HK$1,888
million which is the amount of the adjustmeat in respect of amortisation of goodwill
relating to periods prior to year ended 31st March, 2001. A corresponding decrease
in intangible fixed assets by approximately HK$1,888 million has been reflected in
the comparative 31st March, 2001 consolidated balance sheet.

This adjustment in respect of amortisation of goodwill has resulted in a decrease in
profit for the year ended 31st March, 2001 by approximately HK$581 million.

(c) SSAP 30 “Business combinations”, SSAP 31 “Impairment of assets” and
Interpretation 13

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 futnre cash flaws together with estimated disposal proceeds
at the end of its useful life. The Group is required to assess at each balance sheet

13,79 cents 1.50 cents  13.55 cents  (0.38) cents
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Overseas taxation
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HEK$000 HK$'000 HK3$'000 HKS$'000
7,400,769 234,335 7,368,059 304,362
10,077,796 513,077 8,872,653 395,875
s 216,434 (18,906) 117,534 (32,328)
usiness 1,533,864 147,901 1,714,978 177,896
38,521 (36,818) 106,172 (96,327)
1,585,870 . 21,876 9,039,816 167,561
iof
‘companies
s - 164,240 - (1,338)
- - - (580,877)
#ill - - - (165,640)
20,853,254 1,085,705 27,219,212 169,184
2002 2001
Restited
{Note 2)
HK$'000 HKS$'000
20,853,284 27,219,212
(18,070,819)  (23,911,174)
2,782,435 3,308,038
67,360 103,214
sa) of subsidiaries,
;and investment securities 164,240 (1,338)
3,014,035 3,409,914
(1,390,571)  (1,565,228)
H (363,851) (649,376)
5 (162,123) (246,093}
i - (580,877)
will - (165,640)
- s (see (b)) (1,916,545)  (3,207,214)
' 1,097,490 202,700
ing expenses by nature:
(382,372) (492,282)
sing expenses (397,352) (542,932)
¢ (674,920) (835,703)
s (461,901) (589,780)
i - (580,877)
iwill - (165,640)

(3,207,214)

16%) on the

:harged to the consolidated prbﬁl and loss account represents:

table 10 assoclated companies

2002
HES$"000
4,120
20,985
(1,702)
(23)

23,380
(288)

23,092

200!
HK$'000

11,617
6,864
(173)

18,308
848

19,156

.* In August last year, the Group rolled out a new corpo

Corporate IT Business

. Legend’s corporate IT business sales still managcd growth of 13.6%, and gross
margins and operating profits also.improved.. .
computer product

series, “Kauuan" “Qman and “Yangua.n

* .. In the past year, the. Group.rolled out a, nmcbook compulcr that unlrses wucless
network technology. Legend also launched the first notebook computer equrppcd
with an Intel Pentium 4-M chip in China.

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

Consumer IT Business

*  Though China’s home PC market was affected by the 2001 downturn, the Group’s
consumer IT business still recorded slight growth in turnover compared with last
year. The Group put greater emphasis on stabilising its gross profit margins,
Legend rolled out Pentium 4 home computer products and home PCs bundied
with LCD monitors at very competitive prices. This helped boosting sales and
maintaining the average selling prices of products. Pestium 4 computers and
computers with LCD monitors accounted for 52% and 37% respectively of overall
annual home PC sales,

. In November 2001, the Group launched its new generation home PCs, the Home
Cyber Port series “Supremia” and “Premia”. M

. The main emphasis in Legend's channel development was in increasing
number of its “Legend 1+1 Home Specialty Shops”. The number of these outlets
increased from last year’s 260 to the current 570,

. IT Service Business

. China users’ demand for IT services is increasing rapidly. The potential of the IT
service market is huge. With its advantages, Legend extended into the IT service
business and had acquired Han International Consulting Company Limited
(“Han"), a leading management consultancy and IT service enterprise in China.
Han provides management consultancy services on Business Process
Reengineering (BPR), Enterprise Resources Planning (ERP), Customer
Relationship Méuagcment (CRM), Application Service Provider (ASP) and the
development and application of core software to large corporate clients.

. The Group set up a joint venture (“JV”) with Al Software Company Limited to
develop IT services for the insurance industry.

Handheld Devices Business

. Turnover of the Group’s own handheld devices surged by 84%.

»  During the year, two high-end handheld devices, “Tianji 5000” and “Tianji 3000",
were rolled out. Recently, Legend launched “Tianji A68" device incorporating
new wireless technologies, and “Tianji XP 100", a multi-media pocket PC. With
the Jaunch of these products, Legend's technological image and capability were
being enhanced.

. The potential of the mobile handset market is huge. With the merging of 'data
communication with vocal communication technologies, mobile handsets become
importast tools for accessing Internet. The Group declared its official entry into
China’s mobile handset market. Legend formed a IV with Xiamen Overseas
Chinese Electronic Company Limited (“Xoceco™). The JV is currently cappble
of manufacturing 500,000 mobile handset units annually, and possesses a good
distribution and service network. The Group expects to roll out Legend brand
mobile handsets in the second half of 2002,

Internet Service Business

. The Group established a IV with AOL to j‘ointly develop consumer Internet
services in China. The JV is currently in the process of developing a series of
China-oriented products.

Contract Manufacturing Buslness

. The sales of Legend’s QDI motherboards remaining similar to last year, at 3.4
million units. Qver the past year, the Group proceeded to develop contract
manufacturing business through a series of cooperative enterprises and IVs,
enabling the management to concentrate resources for the development of core
businesses.

» Legend set up a JV with Gigabyte Technology Company Limited to Jom!ly
develop contract manufacturing business, with China as production base.

. The Group introduced Kingboard Chemical Holdings Limited (“ngboa.rd“)las
the major shareholder of Techwise Circuits Company Limited (“Techwise™)."The

Group sold a 55% equity interest to Kingboard, while maintaining a 30.5% -

interest in Techwise.

{
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[FINANCIAL REVIEW ]

This review is dcsigned to highlight key financial and operating information rélaling
to the Group's performance during the year ended 31st March, 2002,

Consolidated Financial Results

The Group recorded a profit attributable to shareholders of HK$1,045 million for
the year, compared to HK$114 million in 2001 (HK$860 million before pnor year
adjustments).

On 1st June, 2001 the Group spun off DCHL. The proforma results were prepared
as If the spin-off had been completed as at 31st March, 2000, The proforma profit
after taxation for the year ended 31st March, 2002 was HK$1,026 million compared
with the HK$718 million results for 2001 (before prior year adjustments),

-representing 2 42.9% or HK$308 million increase. Even excluding the effect of

interest income and gains on disposal, the EBITDA (proforma) of the Company still
recarded a 32% or HK$233 million increase.

Results Summary

2002 2001

HKS$ million HKS$ million

Profit attributable to shareholders 1,045 114

Profit attributable to shareholders

(before prior year adjustments*) 1,045 860
Profit attributable to shareholders '

(proforma and before prior year adjustmcnts) 1,026 718

EBITDA (proforma and before prior year adjustments) 973 740

. The prior year adjustments represent amortisation of goodwill (HKS581 million) and

impairment of goodwill (HK$166 million) in 2001,

Total sales recorded a drop of 23% in 2002 compared to 2001. However, once
turnover of athers (mainly DCHL busmcss) is excluded, turnover represents an
increase of 3%,

The consumer IT business was affected by dramatic market changes and subsequent
keen competition, and experi¢enced only a moderate growth of 0.4% in turnover. In
view of the market slowdown, the Group put greater emphasis on stabilising its
gross profit margins, which nevertheless dropped from 11.77% to 10.83%, explaining
the decline in the consumer IT business contribution .

The corporate IT business market in China was also not exermpted from the 2001
downturn. Growth rates slowed down, yet sales still recorded a growth of 14% and
the contribution increased by 45%.

Sales in the handheld devices business surged by 84% to HK$216 million.

The contract manufacturing business recorded a drop in both sales and contribution,
mainly due to sale of a 55% equity interest of the PCB business by the Group to
Kingboard in January 2002,

Interest Income

Interest income decreased from HK$103 million to HK$67 million, due to the use
of certain amount of cash on hand for investment, and a substantial drop in interest
rates during the year,

Gain On Disposal
The Group recorded a tota] disposal gain of HK$164 million in the year.

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

The remaining income mainly accrued from the joint venture with AOL and the
disposal of long-term investment securities.

Operating Expenses

Total operating expenses fell from HK$3,207 million in 2001 to HK$1,917 million
in 2002, As the 2002 results only covers two months of expenses of DCHL compared
to 2 full year in 2001, proforma operating expenses of 2002 and 2001, excluding
amortisation and impairment of goodwill, are HK$1,805 million and HK$1,857

million respectively. The Group would continue to keep the ¢ost under stringent

control and improve its operating efficiencies.

Taxation

The Group's effective tax rate for the year was 2.13% ‘compared to the 2001 figure

of 2.11% (excluding pnor year adjustment, HK$581 mxlhon amortisation of goodwill -~
.. and HK$166 million impairment of goddwill, which dre tax non-deductible items),
""" The Group will contidue'td adopt the tost effective'tax planning arfangements.

Capital Expenditure

At year end, fixed assets and construction in progress amounted to HK$391 million

Employees

The total n'umber of employees dropped from 12,070 at the beginning of the year to
7,230 at the end of the year mainly due to the spin-off of Digital China in the first
quarter and the disposal of two subsidiaries in the fourth quarter. As a result total

. staff costs fell from HK$836 million to HK$675 million.

Legend has implemented a remuneration policy, a discretionary bonus program and
a share option scheme for employees, in which benefits are defermined accordiag
to the performance of the Group and individual employees. The Group also provides
benefits such as in-house and external training courses, insurance and medical
benefits. These policies are reviewed regularly to ensure they remain compcmxve
and appropriate,

[FUTURE PROSPECTS )}

Although the Group's management expects the IT market in China to continue to be
affected by external factors in 2002, it is convinced of the market’s future potential
for development, Over the next few years, Legend will maintain its focus on the
China market, aloag with its development strategy of transformation into an
innovative service and technology company. The major strategies of the Group's
core businesses to be implemented in the coming year are discussed below.

Corporate IT Business

*  The Group has two strategies for its corporate IT business. The first is to
develop a comprehensive series of bigh-end corporate IT products so as to
provide high value cutting-¢dge products. The second involves developing
application solutions and services so s to provide total solutions that include
products, applications and services,

*  In planning product development, Legend will focus on servers, high-end
servers and storage devices,

. R&D investment will see the Group emphasnsmg compozent and system testipg
technologies, system management software and storage systems, all of whlxcb
provide unified solutions to corporate users.

Consumer IT Business

. The Group will be strengthening its R&D facilities this year with the aim of °

developing more home PC product applications, so providing buyers with
added value. Another area of its consumer IT business that will benefit from
boosted development is digital home product.

. “Legend 141 Home Specialty Shops” network will be expanded in the future,
with the aim of having 1,000 specialty chain stores around China, selling not
simply computers but also a wide variety of IT products and services.

IT Service Business . ‘M

*  Legend expects to focus on the needs of specific industries when it comes to
developing its IT service business. Placing weight on areas such as IT
consultancy, the development and implementation of applications, systems
integration and outsourcing, the Group expects to see a stable development in
its range of IT services,

+  To speed up expansion of its IT services, the Group expects to cooperate
widely with both Chinese and foreign companies, and set up alliances with,
system integrators, software developers, Internet service providers, and’
consulting firms,

Handheld Devices Business

. The Group will continue ta consolidate its core technologies for handheld
devices, with expected heavy investment in wireless products that will create
a compr:henslve wireless product line and associated applications.

. With the opening of the value chain of the mobile bandset industry, Legend
will focus on establishing a strong R&D on the technology of tbe value chain,
a powerful brand presence, and a series of effective distribution channels.

. By applying the extensive and successful management experience of its
computer operation to the newly acquired mabile handset business, Legend
expects 10 see rapid and dynamic growth. A crucial first step will be to establish
Legend brand mobile handsets in the market, a move ready for implementation
in the second haif of 2002 with the rolling out of several new mobile bandsets
combining top quality with high-tech features and trend-setting designs.

In conclusion, the Legend management views the challenges that will invariably
arise in the coming year as vital stepping stones leading to substantial long-te
achievements. With full confidence in Legend’s business abilities and the futdr
growth potentizl of China's IT market, we believe the Group will continue to hnng
excellent returns to its sharebolders and investors,

[PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES |

During the year, the Company r:purchased its own shares on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange™) as follows:

Aggregate

consideration

i
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contral and improve its operating efficiencies.
Taxation ’

The Grcixp‘s effective tax rate for ths'year was 2.13% compared to the 2001 figure
of 2.11% (excluding prior year adj B
2nd HK$166 million impairment of goodwill, which are tax non-deductible items).

“ The Group will continiets adopt the most effectivé tix_planning arrangements.”

Capital Expenditure

At year end, fixed assets aod construction in progress amounted to HK$891 million
compared to last year's HK$918 million, a decrease of HK$27 million or 3%. This
decrease arose largely because of the effects of disposing of subsidiaries end fixed
assets during the year.

During the year, the Group invested HK$456 million (2001; HK$455 millicn) in
fixed assqts and construction in progress, It was mainly used for construction of
building dnd acquisition of office and R&D equipment in the Haiden District of
Beijing. : .

During the year, the Group also invested HK$251 million in FM365.com Limited, a
joint venture with AOL set up to dévelop the Internet service business in China.
Liquidity and Financial Resources

Cash and bank balance and cash flow:

2002 2001
HKS$ million  HKS$ million
Cash generated from/(used in):
Operating activities 809 771
Returns on investment and servicing of finance (239 (147)
Taxation (22) €2}
Investing activities’ (733) (790)
Financing activities [&}] 772
Net cash (outflow)/inflow (188) 597
Effect of foreign exchange rate changes [C3) 81}
Cash and cash equivalents
at the beginning of the year 2,633 2,037
Cash and cash equivalents at the end of the year 2,441 2,633

The Ct Bup maintains & very liquid position, with HK$2.4 billion cash on hand at
year end. The Group has a steady inflow of cash from its operating activities.

The increase of cash outflow from returns on investment and servicing of finance is
due to higher dividends being paid, and less interest income being earned.

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

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

There are no assets held under finance lease as at the year end (2001: nil).
Borrowing Facilitles and Capital Resources

Although the Group has consistently maintained a very liquid position, credit
facilities have nevertheless been put in place for contingency purposes. As at 31st
March, 2002, the Group’s total available credit facilities amounted to HK$2,485
- miltion-(2001:-HK$4,070 million), of which HK$950 million was in trade line,
HK$457 million was in short term and revolving money market facilities, and
HK$1,078 million was in foreign exchange contracts, Available borrowing facilities
dropped compared to 2001 because some of these facilities were granted to DCHL
directly upon its spin-off in June 2001, As at 315t March, 2002, the facility drawn
down was HK$363 million in trade line and HK$56 million in foreign exchange
contracts used. X '

Contingent Liabilities and Off-Balance Sheet Financial Instruments

The Group uses forward foreign exchange contracts and currency ‘swaps to manage

its forgign currency exposure, with the objective of minimizing the impact of

exchange rate fluctuation on earnings. Foreign currency exposures are mainly in

trade receivables from European business. The Group's pelicy is to hedge normal

tradé transactions, with speculation strictly prohibited. As at 31st March, 2002, the

Group bad total outstanding forward foreign exchange contracts and currency swaps
" arnounting to HK$56 miilion. .

The Gréup had 1o other material contingent liabilities as at 31st March, 2002,
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HK$581 million amortisation of goodwill -
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achievements. With full confidedce in Legend's business abilities and the future
growth potential of China’s IT market, we believe the Group will continue to bring
excellent returns to its shareholders and investors. : |

. [PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES ]

During the year, the Company repurchased its own shares on The Stock Exchange
of Hong Kong Limited (the “Stock Exchenge”) as follows:

Aggregate

consideration

. ' paid

. Number of shares  Highest price  Lowest price (including
Maonth / Year repurchased per share pet share expenses)
HKS$ HKS HKS$'000

August 2001 30,882,000 4.225 3.400 122,686
September 2001 18,422,000 3375 2575 57,123
December 2001 20,220,000 3.975 3.525 77,083
January 2002 1,702,000 4,050 3975 6,869

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

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

{CODE OF BEST PRACTICE ]

Apart from the fact that non-executive directors are not appointed for a specific
term as they are subject to retirement by rotation at annual general meeting in
accordance with the Company's articles of association, the Company has complied
with the Code of Best Practice as set out in Appendix 14 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) throughout
the year,

[CLOSURE OF REGISTER OF MEMBERS ]

The Register of Members will be closed from 5th July, 2002 to 9th July, 2002, both
days inclusive, during which period no transfer of shares will be effected. In order
to qualify for proposed final dividend, all completed transfer forms accompanied
by the relevant share certificates must be lodged with the Company’s share registrar;
Abacus Share Registrars Limited of Sth Floor, Wing On Centre, 111 Connaught
Road Central, Hong Kong for registration not later than 4:00 p.m. on 4th July,
2002, .

[FULL DETAILS OF FINANCIAL INFORMATION

A detailed results znnouncement of the Company containing all the information
required by paragraphs 45(1) to 45(3) inclusive of Appendix 16 of the Listing
Rules will be published on the websites of the Stock Exchange and the Company.

[NOTICE OF ANNUAL GENERAL MEETING o

NOTICE IS HEREBY GIVEN that an annual general meeting of the Company
will be held at Salon 6, Level 3, TW Marriott Hotel, Pacific Place, 88 Queensway,
Hong Kong on 9th July, 2002 at 10:00 a.m. for the following purposes:

1. To receive and consider the audited accounts and the reports of the directors

" and auditars for the year ended 315t March, 2002,
2, To declare a final dividend,
3. To elect directors and to fix their remuneration.

4. . To appoint auditors and authorise the directors to fix their remuneration.

Notes:

1. Any member entitled to attend and vote at the meeting is entitled to appoint one or more
proxies to sttend and, on a poll, votc instead of him, A proxy need not be a member of
the Company.

2. To be valid, a proxy form, together with any power of attotney or other authority (if
any) under which it is signed, or a notarially certified copy thereof must be completed
and lodged with the Company's share registrar, Abacus Share Registrars Limited of Sth
Floor, Wing Oa Centre, 111 Connaught Road Central, Hong Kong, not less than 48
hours before the time appointed for holding the meeting,

By ordef of the Board
Liu Chuanzhi
Chairman
Hong Kong, 23rd May, 2002
Website: www.legendgrp.com
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(2) The Company’s annual report 2001-2002; and

(3) The Company's announcement in relation to the 2001/2002 annual results,
dated May 23, 2002, published (in English language) in the South China
Morning Post and published (in Chinese language) in the Hong Kong
Economic Journal and Wen Wei Po, all on May 24, 2002.

The parts of the enclosed documents that are in Chinese substantially restate the
information appearing elsewhere in English.

We would appreciate your acknowledging receipt of the foregoing by stamping
and returning the enclosed copy of this letter. A self-addressed, stamped envelope is

enclosed for your convenience.

Very truly yours,

W@ﬂfﬁb

Simon Luk

Enclosures

cc: Legend Group Limited
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