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April 20, 2004 Heller Enrman White & McAuliffe

Solicitors and Internationai Lawyers

T

\\\\\\\\\\\\\\ Sluk@hewm.com
Direct 2292 2222
0407-47‘M Direct Fax 2292 2200
, ' Main 852.2292.2000
Fax 852.2292.2200
The Office of International Corporate AX
Finance 4 )

Securities and Exchange Commission
Mail Stop 3-9

450 Fifth Street, N.W.
Washington, D.C. 20549
US.A.

Ladies and Gentlemen:

Re: erovo-Group Limited
(Formerly known as Legend Group Limited) PROCESSED
Information Furnished Pursuant to Rule 12g3-2(b)

under the Securities Exchange Act AAY 04 an‘
o mot

On behalf of Lenovo 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 regarding the change of company name,
dated April 2, 2004, published (in English language) in the South China
Morning Post and published (in Chinese language) in the Hong Kong

Economics Times and Wen Wei Po, all on April 6, 2004, 7/

Partners: Simon Luk Carson Wen' Michael P. Phillips Katherine C.M. U Susan C. Yu * China-Appointed Attesting Officer
35th Floor One Exchange Square 8 Connaught Place Central, Hong Kong  www.hewm.com
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2. The Company’s circular regarding the proposed change of company name,
dated February 26, 2004,

3. The Company's proxy form for the extraordinary general meeting;

4, The Company's announcement regarding 2003/2004 Third Quarter Results,
dated February 18, 2004, published (in English language) in the South
China Morning Post and published (in Chinese language) in the Hong Kong
Economics Times and Wen Wei Po, all on February 19, 2004;

5. The Company's announcement regarding proposed change of company
name, dated February 11, 2004, published (in English language) in the
South China Morning Post and published (in Chinese language) in the Hong
Kong Economics Times and Wen Wei Po, all on February 12, 2004;

6. The Company's circular regarding the continuing connected transactions,
dated December 8, 2003; and

7. The Company's announcement regarding the connected transactions, dated
November 28, 2003, published (in English language) in the South China
Morning Post and published (in Chinese language) in the Hong Kong
Economics Times, both on December 1, 2003.

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,
| //%»\ﬂ?f ,
> (c
Simon Luk

Enclosures

cc:  Lenovo Group Limited
HADLANADR\9092\0001\43SEC.doc
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35th Floor One Exchange Square 8 Connaught Place Central, Hong Kong  www.hewm.com
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action you should take,
you should consult your stockbroker or other registered dealer in securities, bank manager,
solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in Legend Group Limited, you should at
once hand this circular and the accompanying proxy form to the purchaser or transferee or to
the bank, stockbroker or other agent through whom the sale or transfer was effected for
transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this circular.

lenowvo 5x18

Legend Group Limited BEBERA T

(Incorporated in Hong Kong with limited liability)

PROPOSED CHANGE OF COMPANY NAME

A notice convening an extraordinary general meeting of Legend Group Limited to be held at
Hennessy Room, Level 7, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong on
Thursday, 25 March 2004 at 10:00 a.m. is set out on page 5 of this circular. Whether or not
you able to attend the meeting in person, you are requested to complete and return the
accompanying proxy form in accordance with the instructions printed thereon as soon as
possible and in any event not less than 48 hours before the time appointed for holding the
meeting or any adjourned meeting (as the case may be). Completion and return of the proxy
form will not preclude shareholders of the Company from attending and voting in person at
the meeting.

Hong Kong, 26 February 2004
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DEFINITIONS

In this circular, the following expressions shall have the following meanings unless the

context requires otherwise:
“Board”

“Company”

“Director(s)”

“Extraordinary General Meeting”

“Group”

“Hong Kong”

“Listing Rules”

“Shares”

“Special Resolution”

“Stock Exchange”

the board of directors of the Company

Legend Group Limited B B &£ HHF R A &, a limited
liability company incorporated in Hong Kong, with its
Shares listed on the Stock Exchange

the directors of the Company

the extraordinary general meeting of the Company to be
held at Hennessy Room, Level 7, Conrad Hong Kong,
Pacific Place, 88 Queensway, Hong Kong on Thursday,
25 March 2004 at 10:00 a.m., notice of which is set out
on page 5 of this circular

the Company and its subsidiaries

the Hong Kong Special Administrative Region of The
People’s Republic of China

the Rules Governing the Listing of Securities on the
Stock Exchange

share(s) of HK$0.025 each in the capital of the Company
the proposed special resolution contained in the notice
convening the Extraordinary General Meeting as set out

on page 5 of this circular

The Stock Exchange of Hong Kong Limited
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Legend Group Limited BEEBBREA T

{Incorporated in Hong Kong with limited liability)

Executive Directors: Registered Office:
Mr. Liu Chuanzhi ( Chairman ) 23rd Floor
Mr. Yang Yuanqing (Vice Chairman and President) Lincoln House
Ms. Ma Xuezheng Taikoo Place

' 979 King’s Road
Non-executive Director: Quarry Bay '
Mr. Zeng Maochao Hong Kong

Independent Non-executive Directors:
Mr. Wong Wai Ming

Professor Woo Chia-Wei

Mr, Ting Lee Sen

26 February 2004
To the shareholders of the Company,
Dear Sir or Madam,

PROPOSED CHANGE OF COMPANY NAME

INTRODUCTION

On 11 February 2004, the Directors announced that they prop()sed to change the English
name of the Company to “Lenovo Group Limited” whereas the Chinese name of the Company
shall remain unchanged as “Hf 18 48 B A FR A &) .

The purpose of this circular is to provide you with further information regarding the
proposed change of the English name of the Company and the effect of such change on your
rights as a shareholder of the Company so as to give you all information reasonably necessary

to enable you to make an informed decision on whether to vote for or against the Special
Resolution in relation thereto.

REASONS FOR THE PROPOSAL

In April 2003, the Company had changed the English brand name for its products from
“Legend” to “Lenovo” as the Company required an English brand name that could be used
without restriction in markets worldwide. The Group had experienced difficulties in the
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registration of the English brand name “Legend” as a trade mark for its products as the name
had already been registered by others in many other countries, thus making it essential for the
Company to design and register a new English brand name. The new English brand name
“Lenovo” is intended to represent “an innovative Legend” and is a brand name that will better
cater for the Group’s business diversification and lay the groundwork for the Group’s expansion
in overseas markets. In the circumstances, the Directors consider that it is now an appropriate
time to change the English name of the Company to “Lenovo Group Limited”, which will help
to raise the recognition and popularity of the “Lenovo” brand name.

The principal activities of the Group are the provision of advanced information technology
products and services in the People’s Republic of China.

CONDITIONS

The proposed change of the English name of the Company is subject to the passing of
the Special Resolution by the shareholders of the Company at the Extraordinary General
Meeting and the approval by the Registrar of Companies in Hong Kong. The proposed change
of the English name of the Company will take effect on the date on which the certificate of
change of name is issued by the Registrar of Companies in Hong Kong. The Company will
carry out the necessary filing procedures with the Registrar of Companies in Hong Kong.

EFFECT OF CHANGE OF COMPANY NAME

The proposed change of the English name of the Company will not affect any of the
rights of the shareholders of the Company. All existing share certificates in issue bearing the
current English name of the Company will continue to be evidence of title to the Shares and
will be valid for trading, settlement and delivery for the same number of Shares in the new
English name of the Company. Accordingly, there will not be any arrangement for free
exchange of existing share certificates for new share certificates under the new English name
of the Company. Once the proposed change of English name of the Company becomes effective,
any new share certificates of the Company will be issued in the new English name of the
Company.

A further announcement regarding, inter alia, the effective date on which trading in the
Shares under the new English name of the Company on the Stock Exchange will be made as
and when the new English name of the Company takes effect.

" EXTRAORDINARY GENERAL MEETING

On page 5 of this circular, you will find the notice convening the Extraordinary General
Meeting for the purpose of considering and, if thought fit, passing the Special Resolution.
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Group. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
circular and confirm, having made all reasonable enquiries, that to the best of their knowledge
and belief, there are no other facts not contained herein the omission of which would make
any statement contained in this circular misleading.

ACTION TO BE TAKEN

A proxy form for use at the Extraordinary General Meeting is enclosed herein. Whether
or not you intend to attend the Extraordinary General Meeting, you are requested to complete
the proxy form and return it to the Company’s share registrar, Abacus Share Registrars Limited
at Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong not less than 48 hours before the time appointed for holding the Extraordinary
General Meeting. Completion and return of a proxy form will not prevent shareholders of the
Company from attending and voting at the Extraordinary General Meeting if they so wish.

RECOMMENDATION

The Directors believe the adoption of the new English name of the Company will be in
the best interests of the Company and the shareholders of the Company as a whole. Accordingly,
the Directors recommend the shareholders of the Company to vote in favour of the Special
Resolution which will be proposed at the Extraordinary General Meeting.

Yours faithfully,
For and on behalf of the Board
Liu Chuanzhi

Chairman
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Legend Group Limited B 8SEBBR AT

(Incorporated in Hong Kong with limited liability)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of the shareholders
of Legend Group Limited Bf # 48 B & fR 24 7] (the “Company”) will be held at Hennessy
Room, Level 7, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong on Thursday,
25 March 2004 at 10:00 a.m. for the purpose of considering and, if thought fit, passing the
following resolution which will be proposed as a special resolution of the Company:

SPECIAL RESOLUTION

“THAT subject to the approval by the Registrar of Companies in Hong Kong, the name of
the Company be and is hereby changed to Lenovo Group Limited BB E B AR A F.”

By Order of the Board
Liu Chuanzhi

Chairman

Hong Kong, 26 February 2004

Notes:

1. Any member entitled to attend and vote at the extraordinary general meeting is entitled to appoint another
person as his proxy to attend and, on a poll, vote instead of him. A member who is the holder of two or
more shares may appoint more than one proxy to attend on the same occasion. A proxy need not be a
shareholder of the Company.

2. Where there are joint holders of any share, any one of such joint holders may vote at the extraordinary
general meeting, either in person or by proxy, in respect of such share as if he were solely entitled thereto
but if more than one of such joint holders is present at the extraordinary general meeting, then one of the
said persons so present whose name stands first on the register of members in respect of such share shall
alone be entitled to vote in respect thereof.

3. To be valid, the instrument appointing a proxy, together with a power of attorney or other authority (if any)

under which it is signed (or a notarially certified copy of such power or authority) must be deposited at the
Company’s share registrar, Abacus Share Registrars Limited of Ground Floor, Bank of East Asia Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong not less than 48 hours before the time appointed
for holding the meeting or adjourned meeting (as the case may be). Delivery of an instrument appointing a
proxy shall not preclude a member from attending and voting in person at the meeting or at any adjourned
meeting.
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(Incorporated in Hong Kong with limited liability)

PROXY FORM FOR USE AT THE EXTRAORDINARY GENERAL MEETING

I/We! of
being
the registered holder(s) of? shares of HK$0.025

each in the share capital of Legend Group Limited ¥f %8 £ B & R 4 7 (the “Company”) HEREBY APPOINT? the

Chairman of the Meeting or

of

as my/our proxy to attend and vote for me/us at the Extraordinary General Meeting of the Company to be held at

Hennessy Room, Level 7, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong on Thursday, 25 March 2004

at 10:00 a.m. and at any adjournment thereof and to vote for me/us and in my/our name(s) in respect of such resolution

as indicated below and, if no such indication is given, as my/our proxy thinks fit.

SPECIAL RESOLUTION FOR* V AGAINST*
Change of company name to “Lenovo Group Limited %48 5 B F B
NES
Datedthis _____ day of 2004 Signature?
Notes:

1.

2.

Full name(s) and address(es) to be inserted in BLOCK CAPITALS.

Please insert the number of shares registered in your name(s). If no number is inserted; this proxy form will be deemed to
relate to all the shares in the share capital of the Company registered in your name(s).

If any proxy other than the Chairman of the Meeting is preferred, strike out the words “the Chairman of the Meeting or” and
insert the name and address of the proxy desired in the space provided. Any shareholder may appoint one or more proxies to
attend and, on a poll, vote instead of him. A proxy need not be a shareholder of the Company.

Important: If you wish to vote for the resolution, tick in the appropriate box marked “FOR”. If you wish to vote
against the resolution, tick in the appropriate box marked “AGAINST”. Failure to tick a box will entitle your proxy to
cast your vote at his discretion. Your proxy will also be entitled to vote at his discretion on any resolution properly put to the
Meeting other than that referred to above.

This form of proxy must be signed by you or your attorney duly authorised in writing or, in the case of a corporation, either
under its common seal or under the hand of an officer or attorney duly authorised.

Where there are joint registered holders of any share, any one of such persons may vote at the Meeting, either in person or by
proxy, in respect of such share as if he were solely entitled thereto, but if more than one of such joint holders be present at the
Meeting, the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the exclusion of the
votes of the other joint holders, and for this purpose seniority shall be determined by the order in which the names stand in
the Register of Members in respect of the joint holding.

To be valid, this form of proxy and the power of attorney or other authority, if any, under which it is signed or a certified
copy of such power or authority must be completed and lodged with the Company’s share registrar, Abacus Share Registrars
Limited of Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong, not less than

.48 hours before the time appointed for holding the Meeting or adjourned meeting. Completion and return of the form of proxy

will not preclude shareholders from attending the Meeting and voting in person.

Any alteration made to this form of proxy must be initialled by the person who signs it.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation
as 10-its accuracy or completeness und expressly disclaims any liability whatsoever for any loss howsoever arising from or in
- reliance upon the whole or any part of the contents of this announcement.

lenovo it
Legend Group Limited B8

(Incorporated in Hong Kong with limited liability)

PROPOSED CHANGE OF COMPANY NAME

BERAT

Lt )

The Board proposes to change the English name of the Company to “Lenove Group Limited”. A circular
containing further details of the proposed change of name, together with a notice convening the EGM and
the proxy form, will be despatched to the shareholders of the Company as soon as practicable.

The board of directors (the “Board™) of Legend Group Limited (the “Company”) proposes to change the English
name of the Company to “Lenovo Group Limited”. The proposed change of the English name of the Company
will not affect the Chinese name of the Company, which will remain unchanged as “Bf 8 £ E AR A 7 .
- The Company had changed its English brand namec for its products from “Legend” to “Lenovo” in April 2003 as
it required an English brand name that could be used without restriction in markets worldwide. The Group had
experienced difficulty in registration of “Legend” as a trade mark for its products at overseas. The Board
considers that the alignment of its English brand name for its products and the English name of the Company
will help to raise the recognition and popularity of the “Lenovo” brand name. The principal activities of the '

Group are the provision of the advanced information technology products and services in the People’s Republic .
of China.

The proposed change of the English name of the Company is subject to the passing of a special resolution by the
shareholders of the Company at an extraordinary general meeting (the “EGM") proposed to be held on or
around 25 March 2004 and thé approval by the Registrar of Companies in Hong Kong.

The proposed change of the English name of the Company will not affect any of the rights of the shareholders
of the Company and all existing share certificates in issue bearing the existing name of the Company will
continue to be effective as documents of title to the ordinary shares of the Company and will continue to be
valid for trading, settlement and registration purposes. Accordmgly, there will not be any arrangement for free
exchange of existing share certificates for new share certificates under the new English name of the Company.
Once the proposed change of English name of the Company becomes effective, any new share certificates of the
Company will be issued in the new English name of the Company. A further announcement will be made by the
Company when the proposed change of the English name of the Company becomes effective.

" A circular containing further details of the proposed change of the English name of the Company together with a
notice convening the EGM and the proxy form, will be despatched to the shareholders of the Company as soon
as practicable.

By order of the Board
- Legend Group Limited
Liu Chuanzhi '
Chairman

Hong Kong, 11 February 2004
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular, you should consult your stockbroker
or other registered dealer in securities, bank manager, solicitor, professional accountant or
other professional adviser.

If you have sold or transferred all your shares in Legend Group Limited, you should at once
hand this circular to the purchaser or transferee or to the bank, stockbroker or other agent
through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this circular.

fenowo %18

Legend Group Limited B\ 8REBERA T

(Incorporated in Hong Kong with limited liability)
CONTINUING CONNECTED TRANSACTIONS

Independent Financial Adviser to the Independent Board Committee

)"( DBS Asia Capital

8 December 2003
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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have

the following meanings:

“associates”

“Board”

“Business”

“Certificate in Lieu”

“Company”

“Continuing Connected
Transactions”

“DBS Asia”

“Directors”

“Disposal”

“Group”

“HK$9)

“Independent Board Committee”

has the meaning ascribed to it under the Listing Rules
the board of Directors

the business of manufacturing and sale of computer
motherboard and related accessories carried out mainly
in the PRC and Europe

a written certificate in lieu of convening a general
meeting of shareholders of the Company signed by a
shareholder (or shareholders) having beneficial interest
in more than 50% in nominal value of the shares of the
Company giving the right to attend and vote at a general
meeting, giving its/their approval to the Continuing
Connected Transactions

Legend Group Limited, a company incorporated in Hong
Kong with limited liability, the shares of which are listed
on the Stock Exchange

the Wu Purchase Arrangement, the Wu Sales
Arrangement, the Newco Purchase Arrangement and the
Newco Sales Arrangement

DBS Asia Capital Limited, a deemed licensed corporation
under the SFO permitted to engage in types 1, 4, 6 and 9
of the regulated activities as defined in the SFO, and is
the independent financial adviser to the Independent
Board Committee

the directors of the Company

the proposed disposal of 50% equity interest in Newco
the Company and its subsidiaries

Hong Kong dollars

an independent board committee of the Company

comprising Mr. Wong Wai Ming, Professor Woo Chia-
Wei and Mr. Ting Lee Sen

-1-



DEFINITIONS

“Latest Practicable Date”

“Listing Rules”

“Mr. Wu”

“Newco”

“Pch

“Pre-Completion Reorganization”

“Purchaser”

“QDI Companies”

“QDI Products”

“Ramaxel”

“SFO”

8 December 2003, being the latest practicable date prior
to the printing of this circular for ascertaining certain
information contained herein

The Rules Governing the Listing of Securities on the
Stock Exchange

Mr. Wu To Hing, a proposed director of Newco

QDI Holdings Limited, a company incorporated on 25
August 2003 in the British Virgin Islands with limited
liability which was incorporated initially as a wholly-
owned subsidiary of UL and will become a 50%
subsidiary of UL upon completion of the Disposal

the People’s Republic of China

a corporate restructuring to be undertaken by the
Company prior to completion of the Disposal whereby
the Business and the QDI Companies will be transferred
to Newco '

Swift Glory Limited, a company incorporated in the
British Virgin Islands with limited liability and a wholly-
owned subsidiary of Ramaxel

the companies which carry on the Business and are to be
transferred to Newco pursuant to the Pre-Completion
Reorganization, they are Hui Yang Legend Computer
Co. Ltd. (BB B B EIKF IR A A), Legend-QDI Spain,
S.L., QDI Computer (UK) Ltd., QDI Computer Handels
GmbH, QDI Europe B.V. and QDI System Handel GmbH

motherboards and related accessories for the manufacture
of computers and other information technology products

Ramaxel Technology Limited, a company incorporated
in Hong Kong with limited liability and owned as to
90% by Mr. Wu and as to 10% by Mr. Liu Jing Hui

the Securities and Futures Ordinance, Chapter 571 of
the Laws of Hong Kong
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DEFINITIONS

“Shareholders”

“Stock Exchange”

“UL”

“Waiver Application”

“Wu Associates”

registered holders of shares of the Company
The Stock Exchange of Hong Kong Limited

Ultimate Legend Limited, a company incorporated in the
British Virgin Islands with limited liability and a wholly-
owned subsidiary of the Company

the application made by the Company for waiver from
strict compliance with the requirements under Chapter
14 of the Listing Rules in relation to the Continuing
Connected Transactions

the Purchaser, Mr. Wu and Ramaxel and their respective

associates
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LETTER FROM THE BOARD

lenovo 18
Legend Group Limited i8S EBBRA T

(Incorporated in Hong Kong with limited liability)

Executive Directors: Registered office:
Mr. Liu Chuanzhi (Chairman) 23rd Floor
Mr. Yang Yuanqing (Vice Chairman and President) Lincoln House
Ms. Ma Xuezheng Taikoo Place

979 King’s Road
Non-executive Director: Quarry Bay
Mr. Zeng Maochao Hong Kong

Independent Non-executive Directors:
Mr. Wong Wai Ming

Professor Woo Chia-Wei

Mr. Ting Lee Sen

8 December 2003
To the Shareholders
Dear Sir or Madam,
CONTINUING CONNECTED TRANSACTIONS
INTRODUCTION

On 28 November 2003, the Board announced that UL, a wholly-owned subsidiary of the
Company, entered into agreement dated 1 November 2003 with, amongst others, the Purchaser
in relation to the Disposal. The Disposal, once completed, will result in certain persons being
connected persons and certain transactions with such persons being connected transactions
within the meanings of the Listing Rules and will then be subject to the disclosure and/or
shareholders’ approval requirements under Chapter 14 of the Listing Rules.

The Directors expect that such transactions will continue on a continuing basis from
year to year. The Company has applied to the Stock Exchange for waiver from strict compliance
with the requirements under Chapter 14 of the Listing Rules in relation to the Continuing
Connected Transactions on and subject to the terms contained in this circular.

The Company has also applied to the Stock Exchange to waive the requirement on

convening a general meeting of the Company to approve the waiver for the Continuing
Connected Transactions upon presentation of the Certificate in Lieu. The Company has on 27

-4 _



LETTER FROM THE BOARD

November 2003 obtained the Certificate in Lieu from Legend Holdings Limited and its wholly-
owned subsidiary, Right Lane Limited, which together held approximately 57% of the entire
issued share capital of the Company as at the Latest Practicable Date, approving the Continuing
Connected Transactions and the Waiver Application.

DBS Asia has been appointed as the independent financial adviser to the Independent
Board Committee relating to the Continuing Connected Transactions.

The purposes of this circular are to provide you with, inter alia, information relating to
the Continuing Connected Transactions, the Waiver Application and the letter of advice from
DBS Asia to the Independent Board Committee in relation to the Continuing Connected
Transactions.

BACKGROUND

UL, a wholly-owned subsidiary of the Company, has conditionally agreed on 1 November
2003 to dispose of 50% of its interest in the Business to the Purchaser at a consideration to be
determined with reference to its proforma consolidated assets value as at 31 October 2003
plus a premium of RMB12.5 million, subject to Pre-Completion Reorganization to be undertaken
by the Company prior to completion of the Disposal. Under the Pre-Completion Reorganization,
the Business and the QDI Companies will be transferred to Newco. Subsequent to such
Business transfer, the Company will be selling 50% of the issued share capital of Newco to
the Purchaser, resulting in the Newco becoming a 50%:50% joint venture of UL and the
Purchaser. By virtue of UL’s right to control the composition of the board of directors of
Newco, subsequent to the Disposal, Newco will be regarded as an indirect non-wholly owned
subsidiary of the Company. The principal activity of Newco and its subsidiaries will be the
manufacture and sale of QDI Products. The requirements of Newco’s working capital to
finance the Business transfer and the acquisition of the assets and equity interests in the QDI
Companies will be met by UL and the Purchaser on a pro-rata basis.

The reasons for the Disposal insofar the Company is concerned are two-fold. Firstly, it
has been the strategy of the Company to concentrate on its core line businesses of computer
manufacturing, handset manufacturing and provision of IT services. Secondly, to lead in a
strategic partner experienced in electronic component manufacturing to take up 50% interest
in the QDI business will be seen by the management as beneficial to the development of the
Business.

The Purchaser is a company incorporated in the British Virgin Islands which is wholly-
owned by Ramaxel. Ramaxel is in turn held by Mr. Wu as to 90% and by Mr. Liu Jing Hui as
to 10%. Ramaxel, Mr. Wu and Mr. Liu Jing Hui are independent of and not connected with
any of the directors, chief executives or substantial shareholders of the Company and its
subsidiaries or any of their respective associates (as defined in the Listing Rules). Ramaxel is
a developer and manufacturer of memory modules and Universal Serial Bus products (“USB”)
for the manufacture of computers and related accessories in the PRC.
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It is one of the condition to completion of the Disposal that a waiver is to be granted by
the Stock Exchange from strict compliance with the requirements under Chapter 14 of the
Listing Rules in relation to the Continuing Connected Transactions.

The Disposal does not constitute a notifiable transaction or connected transaction under
Chapter 14 of the Listing Rules.

CONNECTED PERSONS/CONNECTED TRANSACTIONS

The Disposal, when completed, will result in Newco, the Purchaser, Mr. Wu and Ramaxel
being regarded as connected persons of the Company within the meaning of the Listing Rules.

As aresult, any transactions between members of the Group and any of these connected
persons or their respective associates will after the completion of the Disposal constitute
connected transactions under Chapter 14 of the Listing Rules. The Continuing Connected
Transactions are described below.

Sales to and Purchases from Wu Associates

Members of the Group have been purchasing information technology products such as
memory modules, USB and card readers etc. for manufacture and sale of computers and

" related computer accessories from, and selling information technology products such as

integrated circuits and other components for manufacture of memory modules and other products

‘to, Wu Associates since 1997.

For the three financial years ended 31 March 2003, the Group purchased approximately
HK$793 million, HK$893 million and HK$892 million worth of information technology
products from Wu Associates, representing approximately 2.9%, 4.3% and 4.4% respectively
of the Group’s total turnover in those periods. In the same periods, the Group also sold
approximately HK$797 million, HK$941 million and HK$911 million worth of information
technology products to Wu Associates, representing approximately 2.9%, 4.5% and 4.5%
respectively of the Group’s total turnover in those periods.

The Group intends to continue to purchase from, and sell to, Wu Associates such
information technology products (such purchase arrangement and selling arrangement shall be
respectively referred to as “Wu Purchase Arrangement” and “Wu Sales Arrangement”)
after the completion of the Disposal because the relevant products offered by each of the two
groups complement the business or product requirements of the other.

The Directors currently estimate that purchases to be effected under the Wu Purchase
Arrangement will not amount to more than HK$1,100 million, HK$1,200 million and HK$1,300
million for each of the three financial years ending 31 March 2006 whereas the sales to be
effected under the Wu Sales Arrangement will not amount to more than HK$1,100 million,
HK$1,200 million and HK$1,300 million for each of the three financial years ending 31
March 2006.

—-6—
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Sales to and Purchases from Newco

There has been on-going consumption of QDI Products amongst the subsidiaries or
associates of the Company. Such QDI Products are manufactured or produced by the QDI
Companies which primarily engaged in the Business and supplied to the Company and its
other subsidiaries in support of the Company’s business of manufacture and sale of computers
and related accessories since 1997. On the other hand, the Company and its relevant subsidiaries
have also been selling information technology products such as chipset for manufacture of
motherboard to the QDI Companies since 1997,

For the three years ended 31 March 2003, purchases of the QDI Products from the QDI
Companies amounted to approximately HK$825 million, HK$685 million and HK$610 million,
representing approximately 3.0%, 3.3% and 3.0% respectively of the Group’s total turnover in
those periods. And, sales of information technology products to the QDI Companies amounted
to approximately HK$37 -million, HK$179 million and HK$176 million, representing
approximately 0.1%, 0.9% and 0.9% respectively of the Group’s total turnover in those periods.

It is expected that the Group will continue to purchase. s{;ch QDI Products and sell such

*information technology products from and to Newco or its subsidiaries following the completion

of the Disposal on terms comparable to the prevailing market rate and practice (the purchase
arrangement and sales arrangement are referred to as “Newco Purchase Arrangement” and
“Newco Sales Arrangement”).

Based on the historical consumption and the projection for future demands, the Directors
currently estimate that purchases to be effected under the Newco Purchase Arrangement will
not amount to more than HK$680 million, HK$770 million and HK$860 million for each of
the three financial years ending 31 March 2006 whereas the sales to be effected under the
Newco Sales Arrangement will not amount to more than HK$210 million, HK$230 million
and HK$260 million for each of the three financial years ending 31 March 2006.

APPLICATION FOR CONTINUING CONNECTED TRANSACTION WAIVER

As the Continuing Connected Transactions will continue to be carried out in the ordinary
and usual course of business of the Group, the Directors consider that it would not be practical
for the Company to strictly comply with the disclosure or (where necessary) shareholders’
approval requirements under the Listing Rules applicable to the Continuing Connected
Transactions on each occasion when they take place. The Company has applied to the Stock
Exchange for waiver in respect of each of the Continuing Connected Transactions from strict
compliance with the disclosure requirement under Rule 14.26 of the Listing Rules on and
subject to the following conditions: '

1. that the Continuing Connected Transactions shall be:

(i)  entered into by the Group in the ordinary and usual course of its business;

7
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(1) conducted either (a) on normal commercial terms (which expression will
be applied by reference to transactions of a similar nature and to be made
by similar entities) or (b) (where there is no available comparison) on
terms that are fair and reasonable so far as the shareholders of the Company
are concerned; and

(ii1) entered into either (a) in accordance with the terms of the agreements
governing such transactions or (b) (where there are no such agreements) on
terms no less favourable than those available to or from independent third
parties;

the aggregate amount of the Wu Purchase Arrangement for each of the three
financial years of the Company ending 31 March 2006 shall not exceed the cap
amount (the “Wu Purchase Cap Amount”) of 5% of the audited consolidated
turnover of the Group or HK$1,300 million in that financial year, whichever is
higher;

the aggregate amount of the Wu Sales Arrangement for each of the three financial
years of the Company ending 31 March 2006 shall not exceed the cap amount
(the “Wu Sales Cap Amount”) of 5% of the audited consolidated turnover of the
Group or HK$1,300 million in that financial year, whichever is higher;

the aggregate amount of the Newco Purchase Arrangement for each of the three
financial years of the Company ending 31 March 2006 shall not exceed the cap
amount (the “Newco Purchase Cap Amount”) of 4% of the audited consolidated
turnover of the Group or HK$860 million in that financial year, whichever is
higher;

the aggregate amount of the Newco Sales Arrangement for each of the three
financial years of the Company ending 31 March 2006 shall not exceed the cap
amount (the “Newco Sales Cap Amount”) of 1.5% of the audited consolidated
turnover of the Group or HK$260 million in that financial year, whichever is
higher;

the independent non-executive directors of the Company shall review the
Continuing Connected Transactions annually and confirm in the Company’s next
annual report that these were conducted in the manner as stated in sub-paragraphs
1,2, 3,4 and 5 above;

the Company’s auditors shall review the Continuing Connected Transactions
annually and confirm in a letter (the “Letter”) to the Directors stating whether:

(1) the Continuing Connected Transactions have received the approval of the
Company’s board of Directors;
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(ii)  the Continuing Connected Transactions have been entered into in accordance
with the terms of the agreements governing such transactions or, if there
are no such agreements, on terms no less favourable than those available to
or from independent third parties; and

(iii) the Wu Purchase Cap Amount, the Wu Sales Cap Amount, the Newco
Purchase Cap Amount and the Newco Sales Cap Amount have been
exceeded;

where, for whatever reason, the auditors decline to accept the engagement or are
unable to provide the Letter, the Directors shall contact the Stock Exchange
immediately; and

8. in the event that the transaction value of the relevant Continuing Connected
Transaction during any relevant financial year of the Company shall exceed the
relevant cap amount as stated in sub-paragraphs 2, 3, 4 and 5 above, the Company
will have to comply with the relevant provisions of the Listing Rules.

CERTIFICATE IN LIEU

Under Chapter 14 of the Listing Rules, the Stock Exchange will normally require,
amongst other things, that the continuing connected transactions are conditional on approval
by the independent shareholders of the Company in a general meeting.

The controlling shareholders of the Company which together hold approximately 57%
of the entire issued share capital of the Company are Legend Holdings Limited and its wholly-
owned subsidiary, Right Lane Limited. According to the register of members dated 27
November 2003 and relying on the representation made by Mr. Wu, the Directors confirmed
that the Purchaser, Ramaxel, Mr. Wu and their respective associates have no shareholding
interest in the Company. Since no shareholder has to abstain from voting at the shareholders’
meeting to approve the Continuing Connected Transactions, the Company has accordingly
applied to the Stock Exchange for a waiver from the requirement to hold a general meeting by
way of a written certificate of approval by the controlling shareholders.

By the Certificate in Lieu, the controlling shareholders, Legend Holdings Limited and
its wholly-owned subsidiary, Right Lane Limited, have approved the Continning Connected
Transactions and the Waiver Application.

RECOMMENDATION

The Directors confirmed that the Continuing Connected Transactions are entered into in
the ordinary and normal course of business of the Group and are conducted on an arm’s length
basis on normal commercial terms which the Directors consider are fair and reasonable to the
Company and its shareholders as a whole. .
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Your attention is drawn to the letter from the Independent Board Committee set out on
page 11 of this circular and the letter of advice from DBS Asia to the Independent Board
Committee in relation to the Continuing Connected Transactions, the text of which is set out
on pages 12 to 19 of this circular.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendix to this
circular.

* Yours faithfully,
For and on behalf of the Board
Legend Group Limited
Liu Chuanzhi

Chairman

—-10-
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lenovo 58
Legend Group Limited B8 EEBBRA T

(Incorporated in Hong Kong with limited liability)

8 December 2003
To the Shareholders
Dear Sir or Madam,
CONTINUING CONNECTED TRANSACTIONS

We refer to the letter from the Board set out on pages 4 to 10 of the circular of the
Company dated 8 December 2003 (the “Circular”) of which this letter forms part. As the
Independent Board Committee, we have been appointed to advise the Shareholders on the
fairness and reasonableness of the Continuing Connected Transactions so far as the Shareholders
are concerned. Terms defined in the Circular shall have the same meanings when used herein
unless the context otherwise requires.

We wish to draw your attention to the letter from DBS Asia as set out on pages 12 to 19
‘of the Circular and the letter from the Board as set out on pages 4 to 10 of the Circular.
Having considered, inter alia, the factors and reasons considered by, and the opinions of, DBS
Asia as stated in its letter of advice, we consider that the terms of the Continuing Connected
Transactions are fair and reasonable so far as the Shareholders are concerned.

Yours faithfully,

Independent Board Committee
Wong Wai Ming Woo Chia-Wei Ting Lee Sen
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):‘ DBSAsia Capital

16th Floor

Man Yee Building

68 Des Voeux Road Central
Hong Kong

8 December 2003

The Independent Board Committee
Legend Group Limited

Dear Sirs,
CONTINUING CONNECTED TRANSACTIONS

We refer to our engagement as the independent financial adviser to the Independent
Board Committee in relation to the Continuing Connected Transactions, details of which are
contained in a circular (the “Circular”) to the Shareholders dated 8 December 2003, of which
this letter forms part. Expressions used in this letter have the same meanings as defined in the
Circular unless the context otherwise requires.

In formulating our recommendation, we have relied on the information and facts contained
or referred to in the Circular. We have also assumed that the information and representations
contained or referred to in the Circular were true and accurate at the time they were made and
continue to be so at the date of the dispatch of the Circular. We have no reason to doubt the
truth, accuracy and completeness of the information and representations provided to us by the
Directors. We have also been advised by the Directors and believe that no material facts have
been omitted from the Circular.

We consider that we have reviewed sufficient information to reach an informed view, to
justify reliance on the accuracy of the information contained in the Circular and to provide a
reasonable basis for our recommendation. We have not, however, conducted an independent
verification of the information nor have we conducted any form of in-depth investigation into
the businesses and affairs or the prospects of the Company or any of its respective subsidiaries
or associates or any of the Wu Associates.
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PRINCIPAL FACTORS CONSIDERED

In arriving at our opinion in respect of the Continuing Connected Transactions, we have
considered the following principal factors and reasons:.

Background and Rationale

The Group is principally engaged in the provision of advanced information technology
products and services in the PRC. We understand that prior to the Pre-Completion
Reorganization, the Group has been selling raw materials required for the manufacture of
information technology products to, and purchasing information technology products from
QDI Companies and Wu Associates. The Group regards the Wu Associates and Newco as the
Group’s original equipment manufacturers (“OEM”), responsible for manufacture of different
information technology products for the Group’s assembly and manufacture of computers and
other advanced information technology products. Thus all of the Continuing Connected
Transactions fall within the Group’s usual and ordinary course of business. Given that Wu
Associates and Newco will become connected person of the Group following completion of
the Disposal, the Wu Sales Arrangement, the Wu Purchase Agreement and the Newco Sales
Arrangement and the Newco Purchase Arrangement by the Group with Newco and Wu
Associates will become connected transactions for the Group.

In view of the above and the fact that the nature of the Continuing Connected Transactions
are all related to the Group’s principal business and operations.and have been conducted
amongst the parties before the Pre-Completion Reorganization, we concur with the views of
the Directors that the continuation of the entering into of the Continuing Connected Transactions
would facilitate the continuing business operation of the Group and minimize disruptions to
the Group’s existing business and operations and the application of the Waiver Application
will minimize the practical difficulties of the Company in the fulfillment of the relevant
requirements for the Continuing Connected Transactions under the Listing Rules every time it
occurs. Given this, we consider that the continued entering into of the Continuing Connected
Transactions is in the interests of the Company and the Shareholders as a whole.

Basis of Determination

We summarise below the basis of determination for each type of the Continuing
Connected Transactions and our views thereof:

A Wu Sales Arrangement and Wu Purchase Arrangement

The Group has been carrying on the Wu Sales Arrangement and the Wu Purchase
Arrangement since 1997. We have been advised by the executive Directors that the
Group regards the Wu Associates as the Group’s OEM, mainly for the manufacture of
information technology products such as memory modules, USB and card readers. As
per the Group’s common practice in dealings with the other independent OEM, the Wu
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Sales Arrangement was and will continue to be effected on a cost basis. We have been
advised by the executive Directors that it is a common practice of the Company to
supply its OEM with materials at cost given the Group’s ability to enjoy the benefits of
bulk purchases due to its scale of business. The Company supplies the Wu Associates
and other independent OEM with relevant information technology products, such as
integrated circuits and other components, at cost for use in their manufacture of memory
modules, USB and other information technology products, which will in turn be purchased
by the Group. We have reviewed the purchase orders of the Group to its suppliers and
the sales invoices of the Group to the Wu Associates and to other independent OEM of
the Group and note that similar cost arrangements have also been effected with other
independent OEM of the Group.

The executive Directors considers that it more beneficial for the Company to
purchase raw materials required for the manufacture of memory modules and other
information technology products and sell them onward to Wu Associates at cost for
their use in the production of memory modules and other information technology
products. This is because the raw materials (principally integrated circuits) required for
the manufacture of memory modules fluctnates throughout the year and the executive
Directors consider that with the Company’s bulk purchase benefits and its ability to
develop a cost effective production schedule through the supply of the raw materials to
the Wu Associates, the Group could then be able to monitor and have a better control
over the cost components of the products manufactured by the Wu Associates, thus in
turn, could minimise the overall purchase price of the products payable by the Group
underlying the Wu Purchase Arrangement. Based on the Group’s reputation, size of
bulk purchase, bargaining position, experience gained in dealings with the suppliers and
the market knowledge of the pricing of the required materials, the executive Directors
believe that savings could be achieved by supplying raw materials to Wu Associates
than having the Wu Associates to make purchase on their own. ’

We note from the information (principally purchase orders and invoices) provided
by the management of the Company that similar sales at cost arrangement have also
been effected with other independent OEM of the Group. Given the Group’s scale of
business and the bulk purchase benefits, we concur with the views of the executive
Directors that the Wu Sales Arrangement to be effected on a cost basis would be more
beneficial to the Company as the purchase price of the products payable by the Group
underlying the Wu Purchase Arrangement could be lower.

For the Wu Purchase Arrangement, we note from the information (principally
invoices, purchase contracts and price quotations) provided by the management of the
Company relating to the Company’s dealings with the Wu Associates as well as other
independent OEM that the purchases of products have been effected on normal
commercial terms that are comparable to or no less favourable than terms available to
the Group as quoted by other independent third parties.
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Having considered the above, particular that the terms of the Wu Sales
Arrangement are in line with the normal commercial terms when dealings with other
independent OEM of the Group and that the Wu Purchase Arrangement have been
effected on normal commercial terms, we consider that the basis for the Wu Sales
Arrangement and the Wu Purchase Arrangement is fair and reasonable so far as the
Company and the Shareholders are concerned.

B Newco Sales Arrangement and Newco Purchase Arrangement

There has been on-going consumption of QDI Products amongst the subsidiaries
or associates of the Company. Such QDI Products are manufactured or produced by the
QDI Companies which primarily engaged in the Business and supplied to the Company
and its other subsidiaries in support of the Company’s business of manufacture and sale
of computers and related accessories since 1997. On the other hand, the Company and
its relevant subsidiaries have also been selling information technology products such as
chipset for manufacture of motherboard to the QDI Companies since 1997.

Upon completion of the Disposal, Newco will be the holding company of the QDI
Companies and Newco will be owned as to 50% by the Company and 50% by the
Purchaser. By virtue of the Group’s right to control the composition of the board of
directors of Newco, Newco will be regarded as an indirect non-wholly owned subsidiary
of the Company. The principal activity of Newco and its subsidiaries will be the
manufacture and sale of QDI Products, whilst the QDI Products are manufactured or
produced by the QDI Companies and supplied to the Company and its other subsidiaries
in support of the Company’s business of manufacture of computers. On the other hand,
the Group has also been selling information technology products such as chipset to the
QDI Companies. The executive Directors confirmed that the Group would continue to
purchase such QDI Products and sell such information technology products from and to
Newco or its subsidiaries following completion of the Disposal.

We have been advised by the executive Directors that the Group regards QDI
Companies (and after completion of the Disposal, Newco) as the Group’s OEM, mainly
responsible for the manufacture of QDI Products which are required for the Group’s
manufacture of computer. Similar to the Wu Sales Arrangement, the sales to QDI
Companies as well as the Newco Sales Arrangement were and will be effected on a cost
basis. We have been advised by the executive Directors that it is a common practice of
the Company to supply its OEMs with materials at cost because the Group is able to
enjoy the benefits of bulk purchases due to its scale of business. Thus the Group
supplies the QDI Companies (and after completion of the Disposal, Newco) and other
independent OEM with relevant information technology products, such as chipsets and
other components at cost for use in their manufacture of QDI Products, which will in
turn be purchased by the Group. We have reviewed the purchase orders of the Group to
its suppliers and the sales invoices of the Group to the QDI Companies and to other
independent OEM of the Group and note that similar cost arrangements have also been
effected with other independent OEM of the Group.
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The executive Directors consider that it more beneficial for the Company to
purchase raw materials required for the manufacture of modules and other information
technology products and sell them onward to Newco at cost for its use in the production
of QDI Products. This is because with the Group’s bulk purchase benefits, and its
ability to develop a cost effective production schedule through the supply of the raw
materials to Newco, the Group could then be able to monitor and have a better control
over the cost components of the QDI Products, which, in turn, could minimise the
overall purchase price of the QDI Products payable by the Group under the Newco
Purchase Arrangement. Based on the Group’s reputation, size of bulk purchase, bargaining
position, experience gained in dealings with the suppliers and the market knowledge of
the pricing of the required materials, the executive Directors believe that savings could

be achieved by supplying raw materials to Newco than having Newco to make purchase
on its own.

We note from the information (principally purchase orders and invoices) provided-

by the management of the Company that similar sales at cost arrangement have also
been effected with other independent OEM of the Group. Given the Group’s scale of
business and the bulk purchase benefits, we concur with the views of the executive
Directors that the Newco Sales Arrangement to be effected on a cost basis would be
more beneficial to the Company as the purchase price of the products payable by the
Group underlying the Newco Purchase Arrangement could be lower.

For the purchase from QDI Companies and the Newco Purchase Arrangement, we
note from the information (principally invoices, purchase contracts and price quotations)
provided by the management of the Company relating to the Company’s dealings with
the QDI Companies as well as with other independent OEM that the purchases of the
QDI Products have been effected on normal commercial terms that are comparable to or
no less favourable than terms available to the Group as quoted by other independent
third parties.

Having considered the above, particular that the terms of the Newco Sales
Arrangement are in line with the normal commercial terms when dealings with other
independent OEM of the Group and that the Newco Purchase Arrangement will be
effected on normal commercial terms, we consider that the basis for the Newco Sales
Arrangement and the Newco Purchase Arrangement is fair and reasonable so far as the
Company and the Shareholders are concerned.
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Cap Amount for the Continuing Connected Transactions

As a condition for the waiver granted by the Stock Exchange, details of which are set
out on pages 7 to 9 of the Circular, each type of the Continuing Connected Transactions will

be subject to, among other things, the relevant annual cap for each financial year up to 31

March 2006. We summarise the proposed annual cap amount for each type of the Continuing
Connected Transactions with their respective historical transaction value as follows:

Type of Continuing
Connected Transactions

Wu Purchase Arrangement

Wu Sales Arrangement

Newco Purchase Amrangement

Newco Sales Arrangement

Year
ended
31/3/2001
HKS in
million

793

97

825

37

% of the Year % of the
Group’s ended  Group’s
turnover 31/3/2002  turnover

HKS in

million
2.9% 893 43%
2.9% 941 4.5%
3.0% 685 3.3%
0.1% 179 0.9%
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Year
ended
31/3/2003
HK$ in
million

892

911

610

176

% of the
Group’s

turnover

4.4%

4.5%

3.0%

0.9%

Cap Amount

The Wu Purchase Cap
Amount being: The higher
of (i) HK$1,300 million or
(i) 5% of the Group's
audited consolidated
turnover of each
corresponding financial
year

The Wu Sales Cap Amount
being: The higher of (i)
HK$1,300 million or (i)
5% of the Group’s audited
consolidated turnover of
each corresponding
financial year

The Newco Purchase Cap
Amount being: The higher
of (i) HK$860 million or
(i1) 4% of the Group’s
audited consolidated
turnover of each
corresponding financial
year

The Newco Sales Cap
Amount being: The higher
of (i) HK$260 million or
(ii) 1.5% of the Group’s
audited consolidated
turnover of each
corresponding financial
year
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‘'We note that the Directors have principally determined the Cap Amounts with reference
to the historical amounts of the transactions as well as their percentage to the Group’s turnover
under the various sale and purchase arrangements between the Group, the Wu Associates and
QDI Companies; and the estimated annual growth of the Group’s business in coming years.

As noted abdve, the respecfive percentages of each of the Continuing Connected
Transactions to the Group’s turnover in that particular year was relatively steady. We note
that the volume of the Wu Sales Arrangement and the Newco Sales Arrangement are principally
dependent upon the volume of the Wu Purchase Arrangement and the Newco Purchase
Arrangement, whilst the volume of these purchases are, in turn, principally dependent on the
growth of the Group’s business. Furthermore, we note that given the respective historical
percentages of each of the Continuing Connected Transactions to the Group’s turnover, the
executive Directors have determined the Cap Amount with reference to the estimated turnover
of the Group in coming years which, in turn, have been estimated based on the independent
market consensus on the estimated annual growth of the Group’s business as estimated by
independent stock brokerage firms on the Company as well as the estimated annual growth in

. demand for computers and related products in the PRC. On these bases, we consider it

reasonable for the executive Directors to have determined the respective Cap Amount based
on and with reference to these factors, including the estimated annual growth pace of the
Group’s business in coming years.

In addition, the Continuing Connected Transactions shall be:
(a) entered into by the Group in the ordinary and usual course of its business;

“(b) entered into either (i) on normal commercial terms; or (ii) (where there is no
available comparison) on terms that are fair and reasonable so far as the
Shareholders are concerned; and

(¢) carried out in accordance with the terms of the respective agreements governing
such transaction or (where there are no such agreements) on terms no less
favourable than terms available to or from independent third parties.

Details of the transactions in each financial year as required under Rule 14.25(1) of the
Listing Rules shall be disclosed in the Company’s annual report together with a statement of
opinion of the independent non-executive Directors and the auditors of the Company referred
as above. Based on the above, we consider that the interests of the Shareholders will be
properly safeguarded.
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RECOMMENDATION

Having considered the principal factors and reasons referred to the above, we consider
that the Continuing Connected Transactions are in the interests of the Company and the
Shareholders as a whole and the terms thereof as well as the respective Cap Amounts are fair
and reasonable so far as Company and the Shareholders are concerned.

Yours faithfully,
For and on behalf of
DBS ASIA CAPITAL LIMITED
Alex Lau Flavia Hung
Managing Director Director
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Group. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
circular and confirm, having made all reasonable inquires, that to the best of their knowledge,
opinions expressed herein have been arrived at after due and careful consideration and there
are no other facts not contained in this circular, the omission of which would make any
statement contained herein misleading.

DISCLOSURE OF DIRECTORS’ INTERESTS

As at-the Latest Practicable Date, the interests and short positions of the directors and
chief executive of the Company in the shares, underlying shares and debentures of the Company
or its associated corporations (within the meaning of Part XV of the SFO) as recorded in the
register maintained under Section 352 of the SFO were as follows:

Long position in the shares of the Company

Capacity and number of

Interests in shares/underlying shares held

the shares/

underlying Personal Family Aggregate
shares Note interests interests interests
Liu Chuanzhi Shares 16,010,000 976,000 16,986,000
Share options 1 5,250,000 - 5,250,000
22,236,000
Zeng Maochao Shares 8,080,000 600,000 8,680,000
Share options 1 1,600,000 - 1,600,000
‘ 10,280,000
Yang Yuanging Shares 10,200,000 - 10,200,000
Share options 1 11,250,000 - 11,250,000
21,450,000
Ma Xuezheng Shares 20,714,000 2,360,000 23,074,000
Share options 1 6,120,000 - 6,120,000
29,194,000

Note:
1. Particulars of interests in the share options of the Company are set out under the sub-section headed “Share

options to subscribe for shares in the Company” below. Please refer to the Company’s 2002/03 annual
report for details of share option scheme. :
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Share options to subscribe for shares in the Company

Options held Exercise

at the Latest price
Practicable Date  per share Grant date  Exercise period
HKS$
Old Option Scheme
Liu Chuanzhi 2,250,000 2.876 31/8/2001 31/8/2001 to 30/8/2011
Yang Yuanqing 6,000,000 4.072  16/4/2001 16/4/2001 to 15/4/2011
2,250,000 2.876  31/8/2001 31/8/2001 to 30/8/2011
Ma Xuezheng 2,920,000 4.072  16/4/2001 16/4/2001 to 15/4/2011
1,600,000 2.876  31/8/2001 31/8/2001 to 30/8/2011
New Option Scheme
Liu Chuanzhi 3,000,000 2245 26/4/2003 26/4/2003 to 25/4/2013
Zeng Maochao 1,600,000 2.245  26/4/2003 26/4/2003 to 25/4/2013
Yang Yuanging 3,000,000 2.245  26/4/2003 26/4/2003 to 25/4/2013
Ma Xuezheng 1,600,000 2.245  26/4/2003 26/412003 to 25/4/2013

Long position in the shares of Digital China Holdings Limited

Capacity and number of shares held

Personal Family Aggregate
interests interests interests
Liu Chuanzhi 1,496,000 97,600 1,593,600
Zeng Maochao 808,000 60,000 868,000
Ma Xuezheng 1,046,400 - 1,046,400
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Save as disclosed above, as at the Latest Practicable Date, none of the directors, chief
crecutive of the Company or their associates had any interests or short positions in the shares,
gedasiying shares or debentures of the Company or its associated corporations (within the
weeaning of Part XV of the SFO) which were recorded in the register maintained under
Section 352 of the SFO.

Save as disclosed in this circular,

none of the Directors is materially interested in any contract or arrangement subsisting
as at the date of this circular which is significant in relation to the business of the
Group; and

none of the Directors, nor DBS Asia has any direct or indirect interest in any assets
which have, since 31 March 2003 (being the date to which the latest published audited
accounts of the Company were made up), acquired or disposed of by or leased to any
member of the Group, or which are proposed to be acquired or disposed of by or leased
¢to any member of the Group.

SU3STANTIAL SHAREHOLDERS

As at the Latest Practicable Date, the interests or short positions of each person, other
‘nen the directors and chief executive of the Company, in the shares and underlying shares of
the Cormopany as recorded in the register maintained under Section 336 of the SFO were as

foows:

Capacity and number of shares held

Long/short Beneficial Corporate  Aggregate long/  Percentage
position owner ‘interests short position {note 4)
-egena Holdings
virmited (note 1) Long position  2,787,340,724 1,469,311,247 4,256,651,971 56.9%
(note 2)
Short position 119,704,000 - 119,704,000 1.6%
Employees’ Long position - 4,256,651,971 4,256,651,971 56.9%
Sharebolding
Society of Legend Short position ‘ - 119,704,000 119,704,000 1.6%
Zoidings Limited
‘aote 3)
Netes:

The English company name “Legend Holdings Limited” is a direct transliteration of its Chinese company
name.
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2. The shares were beneficially held by Right Lane Limited, a direct wholly-owned subsidiary of Legend
Holdings Limited. :

3. Employees’ Shareholding Society of Legend Holdings Limited is an equity holder of Legend Holdings
Limited which in turn wholly owns Right Lane Limited. Therefore, it is taken to be interested, or has short
positions, in any shares in which they are interested or have short positions.

4, The calculation of percentage figure is based on the aggregate long/short position as a percentage of the
number of shares of the Company in issue as at the Latest Practicable Date. The percentage figure is cut off
at 1 decimal place and without round up.

Save as disclosed above, as at the Latest Practicable Date, no other interests or short
positions in the shares or underlying shares of the Company were recorded in the register
maintained under Section 336 of the SFO.

EXPERT
Name Qualifications
DBS Asia a deemed licensed corporation under the SFO permitted

to engage in types 1, 4, 6 and 9 of the regulated activities
as defined in the SFO

DBS Asia has given and has not withdrawn its respective consents to the issue of this
circular with the inclusion of its report and/or letter and/or references to its name in the form
and context in which they respectively appear.

DBS Asia does not have any shareholding in any member of the Group or the right
(whether legally enforceable or not) to subscribe for or to nominate persons to subscribe for
shares in any member of the Group.

MATERIAL ADVERSE CHANGE

The Directors are not aware of any material adverse change in the financial or trading
position of the Group since 31 March 2003, the date to which the latest published audited
accounts of the Group were made up.

SERVICE CONTRACTS
As at the Latest Practicable Date, none of the Directors had entered into any service

contracts with any member of the Group (excluding contracts expiring or determinable by the
Group within one year without payment of compensation (other than statutory compensation)).
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DOCUMENTS AVAILABLE FOR INSPECTION
Copies of the following documents will be available for inspection during normal business
hours on weekdays (excluding Saturday and public holidays) at the registered office of the

Company at 23/F., Lincoln House, Taikoo Place, 979 King’s Road, Quarry Bay, Hong Kong
from 11 December 2003 to 6 January 2004,

- the letter from the Independent Board Committee; and

- the letter from DBS Asia.
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SOUTH CHINA NING POST
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The Srm:k Exchangc of Hong Kang Lumled takes no respansrbrluy far the conicnts afthrs announcement, makes no represenlalmn as'to its accuracy or camplerencss and expre:s!y disclaims
any llablllry whalsoeverfar any, lo.\': hawmevsr arising from or in relmnce upon llxe whale or any part of rhz t B

1s of this ann.

ARSI Legend Group lelted Eﬁ‘ﬁ’@ﬁ% ﬁBE T

A R B (1nwrporatedm Hong Kong with limited liability) . o o .
Sero.%. 7. . ANNOUNCEMENT. PRI
. .. . CONNECTED TRANSACTIONS e

UL. a wholly-owned subsldlary of the Company, emered into agreemens with, amongst others,’ the Purchaser in relation o the Disposal, The: Disposal, once completed, w:ll result in
cer(axn persons being connécted persons and certain trénsacuons with such persons being connected transacuons within the' meamngs of lhe Lxsung Ruleu und wrll then be subject to the
: dlsc osure andfor 5hareholders approval requnremems under Chapter 14 of the Listing Rules. :

The Dxrectora expect that such transactions will conunue on.a continuing basis from year to year The Company has applied to the S(ock Exchange for waivers from strict” complmnce
Lwith the requirements under Chapter’ 14 of'the Listing Rules in relation to certain connected transactions on and subject to terms and conditions as set out in this announcement. The

Company. has also applied to the, Stock Exchange to waive the requirement -on convening a general meeting of the Company to npprove the ‘waiver. for the Connnumg Connected
Tr:\nsacuons upon, presenmuon ofa wrmen eemﬁcate of approval |ssued by the comrollmg shareholders ol' the Company. . - e .

. A circular dlsclosmg full particulars of the Contmumg Connected Transacnons and an apinion of the mdependenl financial adviser relaung Lo the Connnumg Connected Trnnsncnons .and,
“the, walver nppllcauon to apply for the dlspensntlon with the requirement to hold a shareholders' meeting will be dispatched to the shareholders of the Compnny as soon as prneucable

UL, a wholly-owl‘:ed subsidiary of the Cox'np'any: has conditionally, agreed on 15t November,
;- 2003 to dispose of 50% of its interest in the Business to the Purchaser at arconsideration to

12003 plus & premium of RMB12.3 million, subjeet to, PreyCorfipletion’ Reorganization to be
undertaken by tbe Company prior to completion of the Dispasal. Under the Pre-Ccmplenon
Reorganization, the Business and the QDI Compnmes will be transferred to Newco, Subsequent
to 'such Business transfer. the Company ‘will be selling 50% of the issued share capital of
Newco: 10 the Purcbnser. resulung in the Newco becoming a'50%:50% joint venture of UL
© - and the Purchaser.” By virtue of UL's nght to control the composition of the board of directors
o of Newco, subscquent tp the’ Dlsposul ‘Newco will be regarded as an indirect non-wholly
' owned subsidiary of the Company. The principal activity of Newco and its subsidiaries will
: be'the manufacture. and sale of QDI Products. The requirements of Newco's working capital

QDI Compamcs will be met by UL and the Purchaser:on a pro-rma basis.

Tbe rensona for the stposnl msofar the, Company is: concerned are two-fold. Frrslly, it has
.. been the stra\egy of the Company to concentrate on itsicore line businesses of computer
: manufacturmg. handset manufacturmg and: provision of IT services. Secondly, to fead in a

" in the QDL ! busmess wx
-+ Business. /- -

’ The P chal -i5 & ¢o ,. y incarp ln the Brzush ergm Islands whlch is wholly -owned
- by Ramaxel Ramaxel is in turn held by Mr, Wu as to,90% and by Mr. Liu Jing Hui as to
10%. Ramaxel, Mr. Wu and Mr. Liu {Ll_lg Hui are xndependent of and not connected with any

be seen by the! managemem as, benefxcral tothe dcvelopment of the

; . Of any of their respective ‘associates (as defined in the Listing Roles)., Ramaxel is a developer

manufacture of compurers and related ac ssones in the PRC.

: Il IS one of the condluon o compleuon of Khe Dlsposal !hat a wnlver is to be granted by the

. Rules in relauon m the Conunumg Connected Transactions..

mablc transaeuon or connccted (ransacuon under

The Dlspcsnl does not’ consmule a'no
Chapter 14 of the Llsung Rulcs. .

CONNECTED PERSONS/CONNECTED TRANSACTIONS

p 'l'he Dlsposal when complcled wrll result in Newco. the Purchaser, Mr. Wu and Ramaxel
: being regarded as ccnnected pcrsans af che Compnny wlthm ‘the meunxng af the Listing
. Rules,” *

‘AB a-result, any transactions be:ween members of lhc Group and nny of these cbnneCled
B persons or their respective ‘associates will after the.completion of the Dlsposal constitute

'l‘ransactlons are descnbed below.

Snles to amt—Purchnses from Wu Ass clates

or. zhe lhree financlal years ended Jlsr Marc!': 2005 " the 'Group" purchaSed'approximately
products from Wu Associates, represenung approximately 2.9%,:4.3% and 4.4% respectively
.. of the. Group 5 total turnover in those pcnods In the samie periods, the Group also sold

. respecuvely of the Group 5 lo;al lurnover in those periods, -

echnology products (such purchase arrangement and selling arrangement shall be respectively.
referred 1o as “Wu Purchase Arrangement™ and “Wu Sales Arrangement”) after the
-completion of the Disposal because the relevant products’ offered by edch of lhe lwo groups
omplement the busmess or producl requu‘emenls of the other Lo

The Dtrec:ors currently -estimate that purchases to be effected under the- Wu Purchase
Arrangemenz will not amount to more than HK$1,100 miliion, HK$1,200 million and HK$1,300
million for each of the three financial years ending 31st March, 2006 whereas the.sales to be
effected under the Wu Sales Atrangement will not amount to.more than HK$1,100 mitlion,
HKS$1,200 million and HK$1 300 m\lhon for each of the three financial years ending 31st
March 2006,

. N

Sales to nnd Purchascs Irom Newca

‘. "There has been-on: gomg consumpuan of QDI Products amongst the subsrdmnes or associates
: of the Company. Such QDI Products are manufactured or produced by the QDI Companies

.in suppor! of the Company’s business of manufacture-and sale of computers and related
. accessories since 1997, On the other hand, the Compzny and its relevant subsidiaries have
. also been’ sclling’ information lcchnology produczs such as chrpsct for manufacture ol'
mctherboard to lhe QDI Compnnlcs smcc 1997, B .

. .For the Lhrce yeurs ended Blst March 2003 purchases of the QDI Products from the QDI
. Companies amounted to approximately HK$825 million, HK$685 million and HK$610 million,’
representing npproxlmmcly 3 0% 3 % and 3. 0% rcspccnvcly of (hc Group's total lurnovcr

I S R DI FIV RN NN o P e AR Maeantboe
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be determmed with reference to its proforma consolxdated assels value as at 31st October, .~

to finance the Busmess transfer and the acquisition of the assets and equuy interests in the ..

strategic paftner experienced in electronic component manufacturing to take up 50% ‘interest.

of the directors, chief execuuve& or substantial shareholders of the Company and its subsidiaries |

and, manufacturer of memory modules and Universal Serial Bus products (“USB") for the "

Stock Exehnnge from strict compliance with the requirements under Chnp!er 14 of !he Lxstmg_

connected transactions under Chapter 14 of xhe Lxsnng Rules The Conunumg Connechd,

mg mformazlon technology products such as memory ’
or manufaczure ‘and snle of computers und refated’

“of approval by the conuollmg shareholders
- HK$793 million, HK$893 million and” HK$892 million worth of information technology

; approxnmalely HKS$797 mlllnon, HK$941 mxllmn and HK$911 million worth of information -
i . technology products to"'Wu Associates, rcpresenung approxrmaccly 2.9%, 4 5% and 4. 5% -

"The Group mzends to commue to purchase from, and sell to, Wu Assocrales such mformnhon .

' ‘_‘Dlrecxors”

which primarily engaged in the Business and supplied to the Company and its other subsidiaries .

2. ' the aggregale amount of the Wu' Purchase Arrangemem for each of the three flnnncml'
years of the Company ending 315t March, 2006 shall not exceed the cap amount (the
“Wu Purchase Cap Amount™) of 5% of the audited-consolidated turnover.of the Group
or HK$1,300 mllhon in that financial year. whlchcver is hlgher.

3.  the aggregate amount of the Wu Sales Arrangemcnl for each of the three financial years
of the Company ending 31st March, 2006 shall not exceed the cap amount-(the “Wu
Sales Cap Amount?) of 5%. of the. audited consolidated turndver of the Group or
"HK$1,300 million m that ﬁnancnl year, whichever.i is higher;

4. the aggregate amoun: of the Newco Purchase Arrangernem for each of ‘the three financial
years of the Compnny ending 31st March, 2006 shall not exceed the. cap amount (the
' “Newco Purchase Cap Amount™) of 4% of the audited consolidated lurnovcr of the ™
- Group or HK$860 million in that flnnnclal year, whnchever is higher;

5.5 the aggregate amount ¢f the Newco Sales Arrarlgemem for each of lhe three financial

years. 'of the Company ending 31st March, 2006 shall not exceed the cap ‘amount (the
“Newco Sales Cap Amount™) of 1.5%, of Lhe audited consolidated lurnover of the
 Group or. HKSZGO mxllxon in t.hal financial year, whlchever is higher;

6. _the mdependem non~execuuve directors of the Company shall review the Conunumg
Connected Transactions annually and confirm in the Company’s next annual report that
these were conducted in the rnanner as stated in sub- paragraphs 1,2,3, 4 and 5 above;

7. . the Company s-auditors’ shall review the Conunumg Connected Transactions annually .
, and confirm in a leuer (the “Letter") to the Directors stating whether:

(i) the Conunumg Connected Transacuons have recelved the approval of the
T - Company's board’ of Dircctors; . g

© (ii) the Continuing Connected Transacuons hnve been entered into in accordance with

: the terms of the; ogreements governing. such transactions or, if there are no such
agreements, on terms no less favourable than those available to or from mdependenl
third parties; and .

the Wu Purchase Cap Arnount.' the Wu Sales Crlp Amounl. the Ncwco Purchnse
Cap Amount and the Newco Sales Cap Amount have been exceeded;

(iii)

where, for whatever reason, the avditors decline to' acoept the engogement or ‘are unable
to provide the Letter, the Directors shall contact the Stock Exchange immediately; and

8.  in the event that the.transaction value of the relevant Continuing Connected Transaction

during any‘relcvant finuncial year of the Company.: shall exceed the relevant cap amount
i a5 stated in sub-paragraphs 2, 3,4 and 5 above, lhe Compony will have to comply with
.. the relevant provisions of the L\sung Rules. .

The controlling shareholders of the Company w}uch together hold npproxlmntcly 57% of the
-entire issued share capital of the Company are Legend Holdings Limited and its wholly- '
owned subsidiary, Right Lane Limited. The controlling sharcholders have indicated that they
will vote in favour of the resolution approving the Continuing Connected Transactions.
According to; the register of members.dated. 27th November, 2003 and relying on the

* representation made by:Mr. Wu; the Directors confirmed that the Purchaser, Ramaxel, Mr.

Wu and their réspective assocmzes have no ‘shareholding interest in the Company. Since no

‘shareholder has to abstain from' voting at the shareholders’ meeting to approve the Continuing . -
. Connected Transactions, the Compuny has accordingly upphed to the Stock Exchnnge fora =

waiver from the requireméent tc hold a shareholders meeung by way of a written ceruﬁcale .

‘GENERAL . i *

Acircular commmng. m:er alla. (x) detaxls of the Conunumg Connected Transactions; (ii) '

opinion of the mdcpendent financial adviser relating to the Continuing Connected Transactions;
and (iii) the waiver opplicationto apply for. dispensation with'the requirement to hold o
shareholders’ meeting, ‘will be dispatched to the shareholders of the Company as soon as

' practicable.
DEFINITIONS . 3 .
) f‘associhie'f- ) f ‘has the meamng ascnbed to it under the Lxsung ‘Rules :
“Board” . . . theboard of Dxreclors o S
© “Business” - the busmess of manufacture and sale of computer molherboard
e ‘and related accessorles ‘carried out mainly in the PRC and
. Europe T H
“Company” " Legend Group Lxm:!ed 2 comphny mcorporaled in Hong

Kong with limited liabitity, (he shares of which are listed on
lhe Stock Exchange . . . K

' the Wu Purchusc Arrangcmem the Wu Sulcs Arrangement,
the Newco Purchase Arrangement and the Ncwco Sales '
. Armngemem

“Continuing Connee(cd
Transncuons

_the’directors of {he Company

‘“Disposal™ the proposcd dlsposnl of 50% cqully interest In Newco
. ‘_‘Group’f the Compnny nnd its subs:dmncs
“HK$" Hong Kong dollars

“Listing Rules”™ The Rules Governxng the Listing of Sccurmes on' the S(ock
’ Exchange - - . e '

“Mr. Wy M Wu To Hlng. a proposcd dlrec(or of Ncwcc

[ 3 . . P PPN




be.reasons, for the' Dil
een Lhe ntrategy of the ' Company to concentrare on its core ling bustnesses of computer

mnnufucturlng. handset manufaclurmg and provrslon of IT services. Secondly, to lead in a
in the QDI business wrll be seen by the management as bcncfxcml to the development of the
X Busxness 2N . ,

" The Purchaser isa company mcorporated in the Brmsh ergm Islnnds which is wholly -owned
- by Ramaxel. Ramaxel is in- tura held by Mr. Wu as to, 90% and by Mr. Liu Jing Hui as to

) "or any.of their respective assoclntes (as defined in the Listing Rules). Ramaxel is a developer

manufacture of computers and related accessorlcs in the PRC.

' I! is. one of the condition to complcuon of the Drsposal that a waiver is.to be granted by the

. Stack Exchange from strict compliance with the requirements under Chuptcr 14 of the Llstlng
‘ Rules in relatlon to the Contmumg Conneeted Tranaaetlons .

" Chapler 14 of the Lrstxng Rules. o
CONNECTED PERSONS/CONNECTED TRANSACTIONS

.The Drsposal. when eompleted wxll result 1n Newco the Purchaser, Mr. Wu and Ramaxel
- being regarded as connected persons of. the Company wuhxn the meamng of the Listing
Rules.' L U X . :

“As’a result, any trnnsacttons between members of the Group and any of these connected
persons or their respective: associates ‘will after the. completion of the Disposal constitute
connected. transactlons under: Chapt
Transactxons arc descrxbed below

8
odules. USB and’ curd readefs etc. for manufacture and sale of computers and related
omputer accessortes ‘from, dnd selling information technology products such as integrated

'Assoctutcs since- 1997.

8 nancral years ended 3lst Ma.reh 2003, the Group purchased approximately
HK$793 million, .HK$893 million’ and HK$892 million worth of information technology

of the. Group '§ total turnover in those periods.. In the same periods, the Group also sold

technology products (such purchase arrangement and selling arrangement shall be respectively
* referred -to s “Wu Purchase’ /Arrangement” and “Wu Sales Arrangement ‘) after the

complement t.he busmess or product requrrements of the othcr.

. The DArectors currently -estimate . that purchases to be effectcd under the: Wu Purchase
! .Arrangement will not amount to more than HK$1,100 million, HK$1,200 million and HK$1,300
million for each of'the threc financial years ending 3[st March, 2006 whereas the sales to be
" effected under the Wu Sales Arrangement will not amount to more than HK$1,100 million,

y

Mareh 2006. :
"SaIes to and Purchases from Newco

omg consumpuon ‘of QDI Products amongst the subsxdlarxes or assocmtes
of the Company Such: QD1 Products are manufactured or produced by the QDI Companies

oine support of the Company’s business of manufacture -and. sale of computers and related
sccessories since 1997, On the other-hand, the Company and its relevant subsidiarics have
also- been’ selling mformatlon rechnology products such as chlpset for manufucture of
motherboard to the, QDI Compa.mes smce l997 . . f

.For the Lhrce yenrs ended 31st March 2003 purchases of the QDI Products from the QD!
!"Companies amouated to approximately HK$825 million, HK$685 million and HK$610 million,
epresenting approxtmately 3.0%, 3. 3% and 3.0% respectively of the Group’s total turnover
* “in those periods. And, sales of mform:mon technology products to the QDI Companies
" /amounted to approximately HK$37 million, HK$179 million and HK$176 millioa, representing
approximately O l% . 0.9% end 0. 9% respecuvely of.the Group s total turnover in those
'penods : : .

It ls expected that the Gtoup wrll connnue to purchase such QDI Products-and sell such
'Anformuuon technology products from and to Newco or its. subsidiaries' following the
. compleuon of the Disposal on: terms ‘comparable to the prevailing market rate and practice
" {the purchase. -arrangement and sales arrangement are referred lo as, “Newco Purchase
. Arrangement" and “Neweo Sales Arrangement") : : .

currently, estimate that purchases to.be effected under the Newco Purchase Arrangement will
not amount-to more than. HK$680 million; HKS$770 million and HK$860 million for each of

. 'the three financial years.ending 31st March, 2006 Whereas the sales to be effected under the

“Newco Sales ‘Arrangement will not amount to more tha HK$210 million, HK$230 mtllton

and HK‘$260 nulllon for each of. lhe lhree ﬁnanclaJ years endlng 3lsl March, 2006.

The Dlre s conf:rmed that the Contxnumg Connected Transactions are entered into 1n the
ordinary and normal course of business of the’ Group and are conducted on an arm's length

Company and its shareholders asa whole

. : APPLXCATION FOR CONTINUING CONNECTED TRANSACTION WAIVERS

8 the Contmumg Connected Transacuons will conunue to be ca.rrled ouL in the ordlnary and
.usua.l course of business of the Group,the Directors consider that'it ‘would not be practical

* for'the Company to strictly comply ‘with the disclosure "or (where necessary) sharcholders®

‘approval .requirements. under the Listing Rules applicable to the Continuing Connected
Transactions on each occasion when they take place. The Company has applied to the Stock
Exchange for waivers in respect of each of the’ Continuing Connected Transactions from
strict compliance'with the approval requlrement under rule 14. 26 of the Ltsung Rules on and
. sub;cct to the follownng condmcns

Lhat the Conunumg Connccted Transacuons shall bei. .

s (i) entcred rnto by the Group n the ordmary and usual course of its busmess,

by reference 'to transactions of a ‘similar nature and to be made by similar entities)
or.(b) (where there i is no available companson) on terms that are fair and reasonable
‘so faras the shareholders of the; Company ure concerned' and .+ - -

entcrcd into etther (n) in"acdordance with the terms of the agreements governing
""such transactions or-(b) (where there are no such agreements) oo terms no less
'favourable than those avatlable to or from tndependent thlrd pamcs' ’

strategic partner experienced in-electronic component- manufacturing to take up 50% interest.

- 10%, Rainaxel, Mr,Wu and Mr. Liu Jtng Hui are rndependent of and not connected with any -
o of the dtrectors. chief executives or substantial shareholders of the Compazny and its subsidiaries

and manufacturer of memory modules and Universal Serial Bus products (“USB”) for the‘

. The Dlsposal does not’ eonstltute a notrfmble transacuon or connected transacuon under

4 of the Listing Rules. The Continuing Connected.. '

formatlon technology products such as mcmory '

circuits and othér- componcnts for manufncturc of- mcmory modulcn nnd other products (o, Wu

products from Wu Assocxates, representtng approximately 2, 9% 4.3% and 4.4% respectively-’

approxnmately HKS797 million, HK$941 million ‘and HK$911 million worth of mt'ormauon -
.. -technology’products 'to " Wu Assoclates. representing apprcxrmately 2.9%, 4.5% and 4 5% -
- 'rcspecuvely of the Group 3 total turnover in those pcnods LT . .

' :The Group xntcnds to conunue to purchase from. and sell to, Wu Assocrates such mformdtxon oM

rnpletlon of the Disposal’ because the relevpnt products offcrcd by cach of the two.groups

HKS$1,200 million and HKSl 300 mrlllon for each of the three. financial years ending 31st

“which primarily engaged in the Business and supplied to the Company and its other subsidiaries -

) "Pre-Completxou N

. Based on the hlstorncal eonsumpuon and the pro_;ecnon for future dcmunds the Directors..

- basis on-normal commcrclal terms; which the Dxrectors consnder are. fatt and reasonable to the

QDI Products"
. “Ramaxel”

,"Stock Exchanée"
) “UL"_

conducted euher (a) on normal eommercml terms (whxch expressron wrll be applred

Hong Kong, 28th November, 2005 .* - - ;

March, 2006 shall not ¢xceed the.cap amount (the ...,

1.5%: of" the audued consolidated: turnover of the

fu Group or HKSZGO mlllton i Lhat frnanclal yeer, whlchcver is hrghor, o o

6.  the lndependent non-cxeeutrve directors of the' Compnny shall reviow the Contlnulng
Connected Transactions annually and confirm in the Company’s next annual report that
these were conduetcd in'the manner as stated in sub-paragraphs 1, 2, 3, 4 and. § above;

7. . the Company's:auditors’ shall review the Conunumg Connected Trnnsacuons nnnually
and confirm in a lener (the “Letter”) to the Dxreclors statmg whether:
(i) the Conunutng Connected . Transactxons have recerved lhe upproval of the
Company’s board of Directors; :

* (i) the Continuing Connec!ed Transactlons have been entered into in nccorduncc with
’ the terms of ‘the agreements governing. such transactions or, if there are no such
agrecments; on terms no less fuvourable than those available to or from tndepcndcnt

. third partiés; and . .
(iii) the Wu Purchase Cap Amount, the Wu Sales Cap Amuunt. the' Ncwco Purchnse

Cap Amount and the Ncwco Sales Cap' Amount havc been exceeded;

where. for whatever reason, the auditors decline to' ocoept the cngngement or arc unable
to provrde the Letter, the Directors-shall _contact, the Stock Exchunge immediately; and

8. in the event that the transactxon value of the relevant Conttnumg Connccted Transoction
during any relevant financial year of the Company. shall exceed the relevant cap amount

) as stated in sub- paragraphs 2, 3,4 and 5 above, the Company wxll have to comply with

. the relcvant provisions of the Ltsung Rules .

The controlling shareholders of the Company Whlch together hold upprcxxmatcly 579 of the )

entire issued share capital of the Company are Legend Holdings Limited and its, wholly-
owned subsrdlary. Right Lane Limited.- The controlling shareholders have indicated that they

- will vote in- favour of the resolution approving the Continuing Connected Transactions.

According to the register of members dated. 27th November, 2003 and rclying on the
representation made by: Mr, Wu. the Directors confirmed that the Purchaser, Ramaxel, Mr.
Wu and their respective associates have no shareholding interest in the Company. Since, no
shareholder has to abstain from voting at the sharchalders’ meeting to approve the Continuing

. Connccted Transactions, the Company has accordingly ‘applied to-the Stock Exchange for a

waiver from the requirement to hold a sharcholders’ meeting by way of a written ccruf:cate :

“of approvul by the conlrolltng shurcholdcrs.

GENERAL

© A circular eontalnmg. mter alla. (1) detalls of the Conunutng Connected Transactions; (ii) '

opinion of the-independent financial adviser relating to the Contmumg Connected Transactions;
and (iil) .the waiver application' to apply for. dispensation with the requirement to hold a

‘shareholders meetmg. ‘will be dispatched, to the shareholders of the Company 8§ so0n as

practicable. o i . . .
DEFINITIONS S Lol

assoclate"- '. has the meamng ascrtbed to it under the Llsung, RUles
“Board"” .. the board of Dlrectors ) ) :
"“Buginess” "the busmess of manufaeture and sale of computer motherbonrd
. and related accessories carricd out mainly in the PRC and |

. Europe ' L .
“Company” Legend Group lettcd a company mcorporatcd in Hong

Kong with limited liability, lhe shares of which arc lrstcd on
the Stock Exchange . . g

" 'the Wu Purchase Arrangement. the Wu Sales Arrangement,

“Continling Connected
| the Newco Purchase Arrnngement and the Newco Salcs ’

Transactions™

a corporate restructurmg to be undertaken by, lhe Company

Reorgamzauon" _prior to completion ‘whereby the Business and the QDI
- Compamcs will be transferred to Newcc .
“Purchaser” Swife Glory lelted a company mcorporated in the Bnuah

+* 'Virgin Islands with’ llmned llablllt)’ nnd a wholly-owned
subsrdlary of Ramaxel ,

“QDI Companies™" the- compamcs which ca.rry on the Business’ whlch have been

Reorganization; they are to be transferred to Newco pursuant

. .-to the Pre-Completion Reorganization, they are Hui Yang

Legend Computer Co. Lid. (HE M B A B #F R 4 7)),

."Legend-QDI. Spain, S.L., QDI Computer (UK) Ltd., QDI

Computer Handels GmbH QDI Europe BV. and QDI Sysrem
Handel GmbH .~ .

. morherboards aud related -accessories for the manufacture of
compulers and othcr mformauon technology products

anaxcl chhnology anned a’'company incorporated in
Hong Kong wrth limited liability and owned as to 90% by
Mx: Wu and owned as to 10% by Mr. Liu Jing Hun .

The Stock Exchange of Hong Kong Limited

. Ultxmate Legend I.,nmned -a company mcorpordted in the
S "British Virgin Islands ‘with limited’ hablllty and a wholly-
owned subsidiary of the Company .

the Purchaser. Mr. Wu and Ramaxcl and therr respecnve
assoctates . ’

"Wa Associates” . U

- L BE o S By the Order of the' Board of
. L . - I : Legend Group Limited

-~ Liu Chuanzhi

- .Chalrman’ .

.. subsidiaries .of the Company prior to-the Pre-Completion. ~

e T Arrangement
' ;,'Directors" the drreetors of the Company
-"Disposal” the proposed drsposal of 50% equny interest in Newco
- “Group” the Compuny and'its subsldmncs
“HK$"” " Hong Kong dollars. .
“Listing Rules” The Rules Govermng the Llstxng of Sccurmcs on the Stock .
. i Exchange - . .
“Mr. Wu” . Lo "M Wu To ng, a proposed director of Newco .
“Newco" | ’ ' QDI Holdmgs Limited,, a company mcorporated on 25th
August, 2003 in the British Virgin Islands with limited
" liability! which ‘was incorporated initially as a wholly-owned
! subsidiary of UL and will become a 50% subsrdxary of UL
. ) upon compleuon of the Dtsposal s
‘“F.’RC" the People s Republrc of Chma B !

o
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