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

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

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

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

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

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

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

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

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

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

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

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

(4) Legend'’s contract manufacturing business has been greatly enhanced
by collaboration with Gigabyte Technology Company Limited
("Gigabyte”) and Kingboard Chemical Holdings Limited (“Kingboard")
during the year.
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P) The team has demonstrated its ability to react rapidly and positively to

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

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

Legend first began to implement its mid to long-term strategic planning in the
financial year 2001 / 02. Its target of becoming a “high-tech, service-oriented
and international Legend” has been firmly established in Legend’s six main
business areas, allowing for a full synergy between each that provides the basis
for the Group to proceed towards its dual goals of technological innovation
and service-oriented transformation.
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What is the potential for developing
China’s IT market in the future? What
directions do you anticipate Legend
developing in?

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

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

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

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

LEGEND ANNUAL REPORT 2001 " 02 853k

BRBRRPREITHEDN
BREE MM ? BHEER
WERHLIEEEN?

KRR FHIEBEARBRETISAE « T
BEZTCERE - BEEEERNHBET
ITHSHERE ) REEREA - B+ B
AWFRE AR - BREENT)  BITEX
BHE BRI MG B IRE BRI ED R R
Tt B RAE A RS ELAE BRI TR
BEHFE N  ERBERRANITRE - B8E
EroERANBERZER -

20024 Bt AT #5 LA Bl 75 88 AU R0 B 1l I % 7%
TEA - EHERBRRHEE KL - &
PINEMFEBEELHER LEE—FM
EmAZERKREYE  BHIBHEF -
PDA - HIBERSE - ERAEMSHE » B
B 2READREEITER - BRUERS
BEREERSS  FRERMBKZE
P O TR EE ©

R E - RMIBERER - ASEER
SHE B E WAL ERS 2 AW FRRREA
7% WEFEERK ABEHOFELRS - A
BiE - RABERPREETHARY -
BRNEERPRE—AIANT 1 for 1]
RIS - URARAZEFPIREZEEMNITES
AR 7% °

FERMTE - ARREEEERBI - EA
BRI ORI e T MR - HREmE
o RPIE SR ARG AN
REFANZSERG FNEMER - £12 8
B - BAE I FESEEE - TR
MR 2R LA RRE - HIVERBER
BT - BN AR 77 SRR IR EAIH



P) The Group aspires to become a high-tech, service-oriented

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

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

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