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The founders of Legend transformed a small RMB200,000
company into the largest technology corporation in the PRC, and
the corporate spirit and culture they created remain at the heart of
the current management team. This continuity, coupled with the
energy and drive of the current management, is the finest guarantee
of confidence in Legend’s future.

The coming year looks to present a wide array of opportunities
and challenges. | believe that the slowdown in the development
of global technology industry is temporary, since Internet
applications are now so essential to daily life. As new technologies,
inventions and applications emerge, the high technology industry
will continue to grow. China’s Tenth Five-year Plan forecasts a 20%
annual growth rate for the IT industry over the next five years, with
market size doubling by 2005. The PRC economy continues to
develop and the income and purchasing power of citizen is
constantly rising. Given the emphasis on children’s education, there
is ample room for development in the consumer PC market. The
large number of SMEs in the PRC provides another growth area
for IT products and services especially since their level of
computerisation typically lags far behind similar enterprises in other
countries. With computerisation sweeping the country and China’s
imminent entry into the WTO, the demand for information
technology has become extremely keen, fuelling a potentially huge
SME market. Further, the build out of infrastructure necessitated
by the widespread use of Internet applications in government
departments, commercial organisations and even families is further
stimulating demand for hardware products such as PCs, servers,
and networking products, and IT services. We will see numerous
exceptional development opportunities.

Such valuable opportunities for development are nevertheless
balanced by unique challenges. Slow global economic growth rates
have affected the development of the IT industry worldwide, and
this may also influence development in the PRC. Competition
has intensified as many local home appliance manufacturers,
seeing the growth potential for IT products in the PRC, have entered
the market. After WTO entry, the PRC market will be more open,
allowing international competitors to broaden their investment
there. As a result, Legend faces the prospect of intense competition
from both local and international players.
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The complex coexistence of both opportunities and challenges
in the coming year clearly requires a considered strategic
response. Legend’s plan is to implement a comprehensive
strategy reform based on customer-oriented philosophy. Overall,
Legend is fully committed to enhancing the Group’s core
competitiveness and maintaining growth in all its businesses,
with the over-riding goal of achieving outstanding results and
creating higher returns on investment for shareholders.

Implementing the customer-oriented reform

1 » Grasping the needs of customers

| am convinced that customer needs will become increasingly
personalised in the Internet era. Only by grasping these needs
quickly and accurately will we successfully retain our customers.
Customer-oriented philosophy will in fact provide the future basis
for all product development. To date, we have accumulated a
great deal of experience of grasping user needs, thanks to our
local niche. However, such needs are always changing along
with rapid technological development, and we must change along
with them while guaranteeing customer-oriented focus at every
level of the business, including product planning, research and
development, manufacturing, distribution and service.

Our customers fall into four basic groups, each with quite different
needs and characteristics. They are family users, individual users,
SMEs, and large corporations and industries. To gauge customer
needs more accurately, we have reorganised our company
structure, moving from an earlier structure based on product
groups to a new one oriented towards customer groups. This
new structure allows business units to quickly and easily master
customer needs and to utilise internal resources to provide them
with suitable products and services. Throughout this restructuring,
we have tried to minimise management layers and thus shorten
the distance between decision-makers and users. The adjustment
also allows the different business unit managers to focus on their
own customer groups, applying the overall customer-oriented
philosophy to their own products and services.
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2 » Adjusted corporate structure

New Structure:

BELEEAEMR AT Legend Holdings Limited
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3 » New strategies for each business

Our strategy in the consumer IT market has been to promote
the new concept of “Digital Home”, to develop a wide range of
consumer PCs and information appliances as well as to further
expand our close-to-customer retail channel. All these will further
consolidate the Group’s leading position in the consumer IT market.

In the area of corporate IT, we will continue to highlight the
importance of enhancing service to drive sales. Legend is extending
its after-sales services to one-stop services, including pre-sales
consultation, provision of solutions and products. We are also
establishing an account manager system to develop one-on-one
marketing to boost sales of Legend commercial products. In
addition, we will adopt a close-to-corporate marketing approach.

Handheld access devices will be a major new development for
the Group. The PRC is rapidly developing its wireless
communication technology, significantly improving its network
infrastructure and developing increasingly sophisticated content
and applications. In short, it is clear that wireless Internet access
holds the key to the future. With this in mind, the Group’s main
strategy has been to develop all range of Internet access devices,
with a new focus on handheld access devices. Our plan is to
enter into joint cooperation or joint ventures to develop handheld
PCs with communication function and smart phones integrating
voice and data processing functions.

In the area of the Internet, the Group is committed to providing
practical information content and convenient Internet connection
services. We are premier to introduce Internet PCs which have
pre-installed with Internet connection services. Going forward,
Legend will continue to take advantage of its huge PC customer
base to expand its Internet business. Our cooperation with AOL
will help bring in world-class interactive services technology.
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The Group’s contract manufacturing business will continue to
benefit from the rich manufacturing resources and low cost
advantages of the PRC, while ensuring advanced manufacturing
experience and technology through joint ventures and business
cooperation. Building on the above, the Group will actively develop
its contract manufacturing business.

4 » Enhancing the ability to design and manufacture
customer-oriented products

To ensure the success of the Group’s customer-oriented

philosophy, every effort has been made to enhance the product

planning and development direction, as well as the manufacturing

capability of personalised products.

On the product planning and development front, we intend to
set up a Customer Analysis Centre, offering scientific analyses to
help tailoring products according to the personalised needs of
customers. The operations of the Customer Resources
Management (CRM) system and the Call Centre, acting as
collection points for customer feedback and suggestions, can
instantly reflect customer needs.

The Group will adopt the “C20” model to manufacture
personalised products. We believe that this is the key direction for
the industry’s development. Improvements have already been
made at every stage, from ordering to delivery. The Group is
convinced that adopting and developing this highly efficient and
personalised manufacturing model will have very positive effects,
complementing its well-established automated warehouse system
and the coming Supply Chain Management (SCM) system.
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Enhancing the Group’s core competencies
Legend’s management over the years has established a strong
management base, an excellent corporate culture and a clearly-
designed shareholding structure: key factors in the Group’s success.
The Group now faces intense competition from local and international
players, and is therefore committed to enhancing its core
competencies by creating new competitive advantages in information
management, manufacturing, research and development, human
resources and marketing. It also aims to further extend these
competitive advantages into all new business units.

With the help of advanced information technology systems, the
Group is enhancing its operational efficiency. Adopting Enterprise
Resources Planning (ERP) system, the Group manages different
businesses across the country in a more structured and
standardised manner than in the past. With the implementation
of Supply Chain Management (SCM) and the Customer Relations
Management (CRM) systems, the Group’s resources have been
extended to include suppliers, distributors and customers.
Information technology has greatly helped to improve operational
efficiencies as well as risk management: these include tightened
controls over inventory, credit, and customer satisfaction.

We are certain that professional expertise is crucial to corporate
development. To attract more top professionals, the Group has
comprehensively reviewed its remuneration system, ensuring that
employee income packages are competitive within the industry.
The Group is also wholly committed to creating an open, sharing
and inclusive corporate culture, a culture fully in line with the
transformation of the Group from a manufacturing corporation
to a service corporation, and with the implementation of its
customer-oriented strategy. We believe that a more open
corporate culture will better suit the characteristics of our different
business groups, and in turn entice talented professionals who
will further enhance the Group’s value.
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The Group plans to establish two research and development
platforms to enhance its research and development ability, and
will also upgrade existing research and development mechanisms,
thus expanding its ability to develop advanced hi-tech products.
Our current company-level research and development platform
is made up of the Legend Research Institute, the Industrial Design
Centre, the Software Centre and the Motherboards Design Centre.
This platform provides comprehensive support to the second-
tier research platform of different business groups. These two
platforms will further enhance the Group’s products and
technologies and greatly increase its market competitiveness.

Looking ahead, the new generation management of the Group
is committed to following the original founding spirit. The Group
will face market challenges by setting up and implementing new
business development strategies to further expand the business
and it will also enhance the core competencies of the Group.
These policies and strategies are creating even firmer foundations
for Legend’s business operations and a future flow of profits.
They are positive moves that show how fully Legend is committed
to creating higher returns for its shareholders.

I T

Yang Yuanging
President
Hong Kong, 27th June 2001

SEEFMEREMERE  BHBERSEME
i FPIRE B AR T 8 RIRIEEE R
WHERE ) o BRI TERT - TRERETHP O - M4
LA R AR REAFERET AR O AER A B AR RO BT 8 T
B o REMMIIET &K AR EBRMENITET
BRI UMIET - JEXBEANBER
AT o ST A P B B R ST BE AR B A ) o
EMEAEFENET - HPERMRBOK
a8 BiERRS  EARREARMNER
MRFSEHIH T ] °

REARR  SEF—KNERE KM AE—EE
EENRS  BREESEDSHE - HIEk#
ITHNEBERER  UREPAERTEHIREE
% RARBNROET T - BERNGENR
NEFTERENERER  BONBEREEES
HY @R o

BLE
E%  “FF-FAATLA

~

/




