Notes fo the Accounls Bk B Bt &

1 PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation

of these consolidated accounts are set out below:

(a) Basis of preparation

(b)

The accounts have been prepared under the historical

cost conventions as modified by the revaluation of

investment securities in accordance with generally

accepted accounting principles in Hong Kong and comply

with accounting standards issued by the Hong Kong

Society of Accountants.

Basis of consolidation

@

(i)

(iil)

The consolidated accounts include the accounts
of the Company and its subsidiaries made up to
3 1st March. The results of subsidiaries acquired or
disposed of during the year are included in the
consolidated profit and loss account from the
effective date of acquisition or up to the effective
date of disposal, as appropriate.

A subsidiary is a company in which the Company,
directly or indirectly, controls more than half of its
voting power or issued share capital or controls
the composition of its board of directors.

All significant intercompany transactions and
balances within the Group are eliminated on
consolidation.
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1

PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Basis of consolidation (continued)

(iv)

v)

(Vi)

The gain or loss on the disposal of a subsidiary
represents the difference between the proceeds
of the sale and the Group's share of its net assets
together with any goodwill or capital reserve which
was not previously charged or recognised in the
consolidated profit and loss account.

Minority interests represent the interests of outside
shareholders in the operating results and net assets
of subsidiaries.

In the Company's balance sheet the investments
in subsidiaries are stated at cost less provision, if
necessary, for any permanent diminution in value.
The results of subsidiaries are accounted for by the
Company on the basis of dividends received and
receivable.

(c) Associated companies

0

An associated company is a company, not being a
subsidiary, in which an equity interest is held for
the long term and significant influence is exercised
in its management. The consolidated profit and loss
account includes the Group’s share of the results
of associated companies for the year, and the
consolidated balance sheet includes the Group's
share of the net assets of the associated companies.

1.
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8% B Mf&F Notes to the Accounts

1 PRINCIPAL ACCOUNTING POLICIES (continved)

(o)

(d)

(e)

Associated companies (continued)

(i) In the Company's balance sheet the investments
in associated companies are stated at cost less
provision, if necessary, for any permanent
diminution in value. The results of associated
companies are accounted for by the Company on
the basis of dividends received and receivable.

Goodwill

Gooduwill represents the excess of purchase consideration
over the fair values ascribed to the net assets of
subsidiaries, associated companies acquired and is taken

to reserves in the year of acquisition.

Investment securities

Investments which are held for non-trading purpose are
stated at fair value at the balance sheet date. Changes
in the fair value of individual securities are credited or
debited to the investment revaluation reserve until the
security is sold, or is determined to be impaired. Upon
disposal, the cumulative gain or loss representing the
difference between the net sales proceeds and the
carrying amount of the relevant security, together with
any surplus/deficit transferred from the investment
revaluation reserve, is dealt with in the profit and loss

account.
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1 PRINCIPAL ACCOUNTING POLICIES (continved)

(e)

®

(8

Investment securities (continued)

Individual investments are reviewed regularly to
determine whether they are impaired. When an
investment is considered to be impaired the cumulative
loss recorded in the investment revaluation reserve is

taken to the profit and loss account.

Transfers from the investment revaluation reserve to the
profit and loss account as a result of impairments are
written back in the profit and loss account when the
circumstances and events leading to the impairment

cease to exist.

Revenue

Revenue from the sale of goods is recognised on the
transfer of ownership, which generally coincides with
the time of shipment. Revenue from provision of systems
integration service is recognised when services are
rendered. Revenue from provision of internet service is
recognised when services are rendered. Interest income
is accrued on a time proportion basis on the principal
outstanding and at the rates applicable.

Trademarks

Trademarks are stated at fair value on acquisition of a
subsidiary which owns such trademarks. No amortisation
is provided thereon since, in the opinion of the directors,
these trademarks do not have a finite useful economic
life. Provision is made to the extent that the directors
consider significant permanent diminution in value has
taken place.
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1 PRINCIPAL ACCOUNTING POLICIES (continued) 1. EESHEBE @
(h) Tangible fixed assets (hy BEEEEE
() Land use rights, leasehold land and buildings/ () THEAE HAHLTHEEF
improvements #x

Land use rights, leasehold land and buildings/
improvements are stated at cost less accumulated

amortisation or depreciation.

Land use rights are amortised on a straight line
basis over the land use rights periods ranging from
20 to 50 years.

Amortisation of leasehold land is calculated to write
off its cost over the unexpired period of the lease
or their expected useful lives to the Group of 50
years whichever is shorter. The principal annual rates
used for this purpose are 2% to 5%.

Depreciation on buildings is calculated to write off
their cost over the unexpired period of the leases
or their expected useful lives to the Group of 50
years whichever is shorter. The principal annual rates
used for this purpose are 2% to 5%.

Depreciation of leasehold improvements is
calculated to write off their cost on the straight line
basis over their expected useful lives to the Group
of 5 years or unexpired periods of the leases
whichever is shorter. The principal annual rate used
for this purpose is 20%.
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1

PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Tangible fixed assets (continued)
(i) Other tangible fixed assets

Other tangible fixed assets are stated at cost less
aggregate depreciation. Depreciation on other
tangible fixed assets is calculated to write off their
cost on the straight line basis over their expected
useful lives to the Group. The principal annual rate
used for this purpose are 10% to 20%.

(i) Leased assets

Where assets are acquired through finance leases
(including hire purchase contracts) under which
substantially all the risks and rewards of ownership,
other than legal title, are transferred to the Group,
the assets are treated as if they had been
purchased. An amount equivalent to the cost is
recorded as a tangible fixed asset. The
corresponding lease commitments are shown as
obligations under finance leases. Payments to the
lessor are treated as consisting of capital and interest
elements. The interest element is charged to the
profit and loss account. Assets held under finance
leases are depreciated over the shorter of their
estimated useful lives or lease periods as in (ii)
above. All other leases are accounted for as
operating leases.

1.
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8% B Mf&F Notes to the Accounts

1 PRINCIPAL ACCOUNTING POLICIES (continved)

(h) Tangible fixed assets (continued)

()

Impairment of tangible fixed assets

The carrying amounts of tangible fixed assets are
reviewed regularly to assess whether their
recoverable amounts have declined below their
carrying amounts. When such a decline has
occurred, their carrying amount is reduced to their
recoverable amount. Recoverable amount is the
amount which the Group expects to recover from
the future use of the asset, including its residual
value on disposal. The amount of reduction to
recoverable amounts is charged to the profit and

loss account.

(v) Gain or loss on disposal of tangible fixed assets

(v)

The gain or loss on disposal of a tangble fixed asset
is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and

is recognised in the profit and loss account.

Cost of restoring and improving tangible fixed
assets

Major costs incurred in restoring tangible fixed assets
to their normal working condition are charged to
the profit and loss account. Improvements are
capitalised and depreciated over their expected

useful lives to the Group.
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1

PRINCIPAL ACCOUNTING POLICIES (continued)

(i)

1)

(k)

Construction-in-progress

Construction-in-progress is stated at cost. Cost comprises
all direct and indirect costs of acquisition or construction
of buildings and plant and machinery as well as interest
expenses and exchange differences on the related funds
borrowed during the construction, installation and testing
periods and prior to the commencement date. No
depreciation is provided on construction-in-progress.

Inventories

Inventories are valued at the lower of cost and net
realisable value. Cost is determined on a weighted
average basis, and in the case of work-in-progress and
finished goods (except for trading products), cost
comprises direct materials, direct labour and an
attributable proportion of production overheads. For
trading products, cost represents invoiced value on
purchases, less purchase returns and discounts. Net
realisable value is determined on the basis of anticipated
sales proceeds less estimated selling expenses.

Accounts receivable

Provision is made against accounts receivable to the
extent that they are considered to be doubtful. Accounts
receivable in the balance sheet are stated net of such
provision.

1.

8% B Mf&F Notes to the Accounts

FESHEE @

(i)

)

(k)

HEIR

EETRERAEANE - RAREWIEN
BUEIET - BE R PRE B iR
PRAS - AR FE SRR ~ 225 BRI AR A B
RERBRIMEABTHES ZNEER R
ERER - RN EHER TIEHITE
Tl o

FE
FEERAMER A ZRFEME 2 BEE
FHHE o RATHRIEFIEERET - £R
RSk (B SERBIN) 2RARRE
EEME - BEREATIREBEEERS 2E
HED - EZERZAANBREEEZR
EERRE R0 - A& RFEANZIAN
HEMSRAHHERS 2 EEE -

P& U R R
FEMBR R M RAR VERAREME L 4 - BE
BERAZEBUIRREIRZ M -



8% B Mf&F Notes to the Accounts

1 PRINCIPAL ACCOUNTING POLICIES (continved)

U]

Deferred taxation

Deferred taxation is accounted for at the current taxation
rate in respect of timing differences between profit as
computed for taxation purposes and profit as stated in
the accounts to the extent that a liability or asset is
expected to be payable or receivable in the foreseeable

future.

(m) Translation of foreign currencies

(n)

Foreign currency transactions during the year are
translated into Hong Kong dollars at the rates of exchange
ruling at the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are
incorporated into the accounts by translating foreign
currencies into Hong Kong dollars at the rates of
exchange ruling at the balance sheet date. Exchange
differences arising therefrom are included in operating

results.

The accounts of overseas subsidiaries expressed in
foreign currencies are translated at the rates of exchange
ruling at the balance sheet date. Exchange differences
are dealt with as a movement of reserve.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company
are accounted for as operating leases. Rental applicable
to such operating leases are charged to the profit and
loss account on a straight line basis over the lease term.
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1

PRINCIPAL ACCOUNTING POLICIES (continued)

(o) Retirement benefit costs

The Group's contributions to the defined contribution
retirement scheme for qualified Hong Kong employees
are expensed as incurred and are reduced by
contributions forfeited by those employees who leave
the scheme prior to vesting fully in the contributions.
The assets of the scheme are held separately from those
of the Group in an independently administered fund.

In addition, the Group's contributions to a local municipal
government retirement scheme in the People’s Republic
of China ("PRC") are expensed as incurred while the
local municipal government in the PRC undertakes to
assume the retirement benefit obligations of all existing
and future retirees of the qualified staff in the PRC.
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Legend Annual Report 2000 >2001 E#A8F 3R

2 PRINCIPAL ACTIVITIES AND GEOGRAPHICAL 2. FEERREKMEMN DT
ANALYSIS OF OPERATIONS
The Group is principally engaged in sale and manufacturing AERFENEHEREEBBIEASR -
of Legend brand personal computers, distribution of foreign DEHINE S 2 B AR E - RS AR
brand computers and related products, manufacture of X% IREEREX R EHBERSRERD
motherboard, provision of systems integration service and WirEmR -
internet service and development and distribution of
networking products.
Analysis of the Group's turnover and contribution to operating REBERAFE 2 EEBRGEHMNDIT A
profit for the year is as follows: I
2001 2000
Contribution
to operating Contribution
profit/(loss) to operating
Turnover BB/ Turnover profit
2 (&518) E < BN F R
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT
Legend personal computers BB A B &
and other access devices H b3 AR M 16,348,555 667,910 8,982,106 335,058
Motherboards TR 1,056,164 104,445 874,729 16,208
Internet services B RS 106,172 (96,327) - -
Digital China business TN B ZE 7
(Note 35(a)) (FF5E35(@)) 8,554,246 160,663 6,458,283 115,665
Others Hh 1,154,075 79,010 1,134,531 17,989
Total k] 27,219,212 915,701 17,449,649 484,920
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2 PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS (continued)

2. FEXBRERBHHEDN @)

Analysis of the Group's turnover and contribution to operating REBERAFELERRBNERZ TS

profit by geographical location for the year is as follows: W -
2001 2000

Contribution Contribution

to operating to operating

Turnover profit Turnover profit

B BRI SRk EE BRER

HK$'000 HK$'000 HK$'000 HK$'000

BT BT AR T R T

People’s Republic of China L EYNEP I 25,872,557 838,265 16,333,718 440,465

("PRC") (el
Asia Pacific (excluding PRC) DRE (BRFEBN) 396,827 24,145 227879 8,080
North America =M 245,236 36,447 210,874 14,181
Europe &M 704,592 16,844 677,178 22,194
Total s 27,219,212 915,701 17,449,649 484,920
3 PROFIT FROM OPERATIONS 3. RERF
Group
&8

2001 2000

HK$'000 HK$'000

BT R T

Turnover EE 27,219,212 | 17449,649
Cost of sales B (23,911,174) | (15,237727)
Gross profit EH 3,308,038 2,211,922
Other revenue HAb YA 103,214 16,373
Distribution expenses HiHE A (1,565,228) (799,560)
Administrative expenses T E A (649,376) (718,547)
Other operating expenses Hiti g BRR (247,431) (183,812)
Total operating expenses e B REE (2,462,035)| (1,701,919)
Profit from operations Fedepinkl 949,217 526,376
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3 PROFIT FROM OPERATIONS (continved)

Analysis of total operating expenses by nature:

Legend Annual Report 2000 >2001 E#A8F 3R

3. RBERA @)

REERUEEZEZEBADN :

Group
55
2001 2000
HK$'000 HK$'000
BT T BT
Selling expenses HEEH (492,282) (339,997)
Promotional and advertising expenses EEREEER (542,932) (249,806)
Staff costs ANERER (835,703) (644,708)
Other expenses Hib %A (591,118) (467.408)
Total operating expenses e B REE (2,462,035) (1,701,919)
4 PROFIT BEFORE TAXATION 4. BRBIAIREF
Group
55
2001 2000
HK$'000 HK$'000
BT T BT
The profit before taxation is stated after BB ADEFIE
charging the following:- HBRT5IEA :
Auditors’ remuneration ZEEN N & 2,936 2,703
Depreciation of owned tangble fixed assets BEEVEEEENE 121,826 89,572
Depreciation of tangble fixed assets BB 2 BT
held under finance leases BEEENE 1,533 3,703
Rental expenses under operating leases KERHzHe 94,701 67,845
Research and development expenses HEBEH 117,682 84,814
Loss on disposal of subsidiaries HEH B AR 2 EE 1,338 11,743
Loss on disposal of tangible fixed assets HEEFETEEZEE 31,963 6,140
Retirement benefit costs (Note 8) RERIRRA (T 8) 19,896 14,281
Provision for permanent diminution of tangble fixed assets BREEEEKARBERE 6,946 -
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5 FINANCE COSTS 5. MBEHR
Group
55
2001 2000
HK$'000 HK$'000
BT T BT
Interest payable on bank loans and overdrafts RITEFRE X BN FILE 31,961 31,331
Interest element for finance leases HISHEL 2 FI 2 & 136 534
Other interest (Note 25) HFE (FE25) 1,419 9,591
Total finance costs BB RAEE 33,516 41,456
6 EMOLUMENTS OF DIRECTORS AND 6. EERESFATIZHME
HIGHEST PAID INDIVIDUALS
(@) The aggregate amounts of emoluments payable to (@) A rEEZEFMERBENT :

directors of the Group during the year are as follows:—

Executive directors Non-executive directors
HITESE EHITESE
2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT T BT T
Fees e - - 360 193
Other emoluments: Ee -
Basic salaries, allowances, ¥ R
and benefits in kind =glE 34,125 21,965 - -
34,125 21,965 360 193
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6 EMOLUMENTS OF DIRECTORS AND 6. EEREESFATIZHE @
HIGHEST PAID INDIVIDUALS (continued)
(b) The number of directors whose emoluments fall within b) ZE=HERERABOAT :

the following bands are as follows:

Executive directors Non-executive directors
HITESE FHTESE
2001 2000 2001 2000
HK$ B
From 0 to 1,000,000 0% 1,000,000 - - 2 3
From 1,500,001 to 2,000,000 1,500,001 £ 2,000,000 - 1 - -
From 2,000,001 to 2,500,000 2,000,001 £ 2,500,000 - 1 - -
From 3,000,001 to 3,500,000 3,000,001 £ 3,500,000 1 1 - -
From 3,500,001 to 4,000,000 3,500,001 £ 4,000,000 1 1 - -
From 4,000,001 to 4,500,000 4,000,001 £ 4,500,000 - 1 - -
From 5,000,001 to 5,500,000 5,000,001 £ 5,500,000 1 - - -
From 5,500,001 to 6,000,000 5,500,001 £ 6,000,000 2 - - -
From 6,500,001 to 7000,000 6,500,001 £ 7,000,000 - - -
From 9,500,001 to 10,000,000 9,500,001 £ 10,000,000 1 - - -
6 6 2 3
(c) Among the five highest paid employees, all of them (0 ERusSHMzEES 28 (=TT
(2000: all) are executive directors whose remunerations TE : 2 RRITES - HBSFES
are included in the directors’ emoluments above. REMEERNES -
7 TAXATION 7. B\

(a) BANGEHERFEAMERTGEFIRT
E16% (ZTTTF : 16%) -

(a) Hong Kong profits tax has been provided for at the rate
of 16% (2000: 16%) on the estimated assessable profit
for the year.
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i% B K3 Notes to the Accounts

7 TAXATION (continued) 7. BB @)
(b) The amount of taxation charged to the consolidated (b) RiEFEEBERERATRHIESE
profit and loss account represents:
Group
£=

2001 2000

HK$'000 HK$'000

BT T BT T

Hong Kong profits tax BBENIEH 11,617 -
Overseas taxation BINRIA 6,864 4,869
Overprovision in prior years EEBERE = (8,830)
Deferred taxation (Note 21) RIERIE (MTEE21) (173) -
18,308 (3,961)

Share of taxation attributable to associated companies FE(EERE A RITIA 848 809
19,156 (3,152)

(c) Overseas taxation represents tax charges on the
assessable profits of subsidiaries operating overseas
including the PRC, calculated at rates applicable in the

respective jurisdictions.
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TAXATION (continued)

(d) Pursuant to an approval documents issued by the State
Tax Bureau of the PRC on 8th July 1998, Legend (Beijing)
Limited was fully exempted from the PRC income tax
for three years starting from its first profit-making year
(effective from 1st January 1998) and is entitled to a
50% income tax reduction for the following three years.

(e) Tax payable in the balance sheet represents liabilities of
the companies comprising the Group in respect of Hong
Kong profits tax and overseas profits tax as at 31st March
2001.

RETIREMENT BENEFIT COSTS

The Group contributes to both defined contribution retirement
scheme and a local municipal government retirement scheme
which is available to all qualified employees in Hong Kong
and the PRC respectively. Contributions to these schemes
are calculated as a percentage of the employees’ salaries,
bonuses, and allowances.

The retirement benefit scheme cost charged to the profit and
loss account represents contributions payable by the Group
to the schemes.

The Group's contributions to the defined contribution
retirement scheme are reduced by contributions forfeited by
those employees who leave the scheme prior to vesting fully
in the contributions. Forfeited contributions totalling
HK$404,000 (2000: HK$614,000) were utilised during the
year leaving no amount available at the year end to reduce
further contributions. The assets of the defined contribution
scheme are held separately from those of the Group in an
independently administered fund.

Commencing 1st December 2000, the Group’s Hong Kong
employees are required to contribute 5% of their basic salary
plus cashable allowances (subject to the ceiling under the
requirements set out in the Mandatory Provident Fund
legislation) whereas the employer’'s contribution is at 7.5%
and 10% respectively after completion of five and ten years
of service.
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PROFIT ATTRIBUTABLE TO SHAREHOLDERS
Included in the profit of HK$860,031,000 (2000:
HK$480,889,000) attributable to shareholders of the
Company is the profit of HK$993,460,000 (2000:
HK$183,599,000), which is dealt with in the Company’s own
accounts.

10 DIVIDENDS

i% B K3 Notes to the Accounts

iR SR AR &R

A ERRER 2 AR = 7B 860,031,000 7T
(ZZTZTF : #8480,889,0007T) BIEFIA
ARREHRE A2 RN B 993,460,0007T (=
TEETF « EH183,599,000 7T) ©

10. B&

Group
&5

2001 2000

HK$'000 HK$'000
BT T BT

EATHHE - FRER 1.1

Interim paid, of HK1.1 cents

(2000: HK0.625 cents) per share (Z2TTF
75 0.625 11l1) 82,942 44,738
Special interim dividend (Note 35(a)) BRI EIRR S (FI5E35(@)) 808,000 -

Final, proposed, of HK2.4 cents EAH . FRE 2.4
(2000: HK1.8 cents) per share (Z2TTF
B 1.81L) 181,730 133,510

1,072,672 178,248

11 EARNINGS PER SHARE 1. 8RER

The calculation of basic and fully diluted earnings per share
are based on the Group's profit attributable to shareholders
of HK$860,031,000 (2000: HK$480,889,000).

The basic earnings per share is calculated based on the
weighted average of 7459,949,492 (2000: 7,101,212,291)
shares in issue during the year. The fully diluted eamings per
shares is calculated based on 7516,364,463 (2000:
7,208,590,639) shares which is the weighted average number
of shares in issue during the year plus the weighted average
of 56,414,971 (2000: 107378,348) shares deemed to be
issued at no consideration if all outstanding options had been

exercised.

FREARREEEERF THIREARER 2R
JE(EFEE 860,031,0007T (ZTTT 4 ¢
K 480,889,000 7T) EHE -

BREAREFTIRIBEFNE BTG 2 T
£07,459,9494R % (ZFZTE4 : 7,101,212,291
BR) 58 - BR2EHERFRE
7516364463 I (ZZFZHF : 7208590639
W) 5TE - BIERBEITRGD 2 T8 -
N EREEFE RITE 2 B BT MR
TEREEIT 2R 2 IETFE 56,414,971
B (ZZTZTF 107,378,348 %) #t& -
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12 TANGIBLE FIXED ASSETS 12. EFEEEE
Group =]

Land use

rights,
leasehold
landand  Leasehold Furniture
buildings  improve-  Plant and and Office

T ments machinery  fixtures equipment Motor

B B4 BODE BE B WAZE  vehides Total
T REF i T e £E B RE B

HK$000 ~ HKFO00  HK$'000 ~ HKFO00  HKFO00  HKF000  HKF00O
ARTT A%TT AEETT ARTT BRETT ARt A%Trn

Cost %N
At Tst April 2000 RZZZTTF
mA—H 219,713 91,619 233,843 9,859 157852 27,307 740,193

Exchange adjustment SNEZE - - - (92 (109) (54) (255)
Additions NE 2,033 25,982 32,152 1,166 198,719 24,676 284,728
Acquisition of subsidiaries URBERN B A 8] 103,287 - - - - - 103,287
Transfer from construction- fergTig

in-progress B - 4,928 21,590 - - - 26,518
Disposal of subsidiaries HEMRBAT - - - (834)  (11,286) - (12120
Disposal e (37145 (14683)  (14979)  (5215)  (33,155)  (4280) (109,457)
At 31st March 2001 R-RE-F

=A=+—H 287,888 107,846 272,606 4,884 312,021 47,649 1,032,894

Accumulated depreciation ~REIE

At 1st April 2000 RZZTTF

MA—A 31,508 31,072 91,875 3913 62,388 16363 237119
Exchange adjustment SNEFZE - - - ©) (32) (16) (53)
Charge for the year REEHE 7327 18,803 29,835 913 57,660 8,821 123,359
Acquisition of subsidiaries ==Y 5,498 - - - - - 5,498
Disposal of subsidiaries HEWRBAT - - - (613) (5,871) - (6,484)
Disposal e (4,003) (4403) (11,614  (2028)  (27878)  (1,142)  (51,068)
At 31st March 2001 R-ZE-F

=A=+—H 40,330 45,472 110,096 2,180 86,267 24,026 308,371

Provision for permanent

diminution in value KARE R (6,946) - - - - - (6,946)
Net book value IRERE
At 31st March 2001 R-Z22-F
=A=t+-H 240,612 62,374 162,510 2704 225,754 23,623 711,571
At 31st March 2000 R-ZTTTF
=A=+—H 188,205 60,547 141,968 5,946 95,464 10,944 503,074
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12 TANGIBLE FIXED ASSETS (continued)

i% B K3 Notes to the Accounts

12. EFBEEEE &)

AT
Company
Leasehold Furniture
improve- and Office
ments fixtures  equipment Motor
GO R K WRE vehicles Total
=& KE B RE A&t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT T BT T
Cost 5%
At 1st April 2000 RZZTETF
MmA—A 5,258 632 2,896 585 9,371
Additions NE 15 39 661 330 1,045
Disposal & (513) - (212) - (725)
At 31st March 2001 R-ZEE—F
=A=+-—H 4,760 671 3,345 915 9,691
Accumulated depreciation REFE
At 1st April 2000 RZZTTF
MmA—H 282 89 1,034 123 1,528
Charge for the year REEHE 1,714 121 574 162 2,571
Disposal He (47) - 74) - (121)
At 31st March 2001 R-ZEE—F
=A=+—H 1,949 210 1,534 285 3,978
Net book value REFE
At 31st March 2001 R-ZEE—F
=A=+-—H 2,811 461 1,811 630 5,713
At 31st March 2000 RZTTZTF
=A=+—8H 4,976 543 1,862 462 7843
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12 TANGIBLE FIXED ASSETS (continued)
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12. EFBEEEE &)

(@) The net book value of land use rights, leasehold land (a) LHbfEFARE - AL RETF 2 REFE
and buildings comprises:— B —
Group
£=
2001 2000
PRC PRC
(excluding (excluding
Hong Hong
Hong Kong) Hong Kong)
Kong H Total Kong + Total
BB | (BER) A&t B | (BBEM) A&t

HK$'000 | HK$'000 | HK$'000 HK$'000 | HK$'000 | HK$000
BETT | BT | BETR || BT | ABTT | BBTT

Long leases REFRAE

leases.

(not less than (2B
50 years) A+F) 2,395 - 2,395 34,685 8,092 42,777
Medium leases R EATE A2
(less than 50 (PRETEF
years but not BADR+4)
less than 10
years) - | 238217 | 238217 —| 145428 | 145428
2,395 238,217 240,612 34,685 153,520 188,205
(b) There were no assets held under finance lease as at b) RZTZ—F=RA=+—H  WEIUHH
31st March 2001. MORAZEE -
Included in the net book value of plant and machinery REBEE-_TTTFE=-A=-+—HILFE "
for the year ended 3 1st March 2000 was an amount of TR 5= K i 2 RR D FE P B 15 LARA TS A4
HK$9,644,000 representing assets held under finance BHE 2 EERB 9,644,000 T °
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13 INTANGIBLE FIXED ASSETS

i% B K3 Notes to the Accounts

3. BIPEEEE

2001 2000

HK$'000 HK$'000

BT BT T

Trademarks AR 1,887,850 1,887,850
Trademarks comprise thirty-two different trademarks and Fﬁ BIEDETRERREMNE - Hh X

patents, most of which are Legend Trademarks registered in
the PRC. These trademarks were valued at HK$1,887850,000
on a fair market value basis by Vigers Hong Kong Limited, an
independent professional valuer, on 3 1st October 1997. As
at 31st March 2001, the directors have assessed the carrying
value of these trademarks and are of the opinion that there is

no permanent diminution in value.

The Statement of Standard Accounting Practice (“SSAP") No.
29 — Intangible assets was issued by the Hong Kong Society
of Accountants in January 2001. According to this new SSAP,
the intangible fixed assets mentioned above should be
amortised over its estimated useful life to the Group since its
acquisition in December 1997. As this new SSAP will become
effective for accounts relating to periods beginning on or after
Tst January 2001, the directors do not early adopt this new
SSAP and are in the process of considering the accounting
treatment of the intangble asset and the implication of this
new SSAP, which will be adopted in the accounts for the year
ending 31st March 2002.

D REF B2 BARE - R—AN
+H:+—E B BEGAEMBRE (B
B) BRARIRATEEEETERZEEEZ
EEAE 1,887,850,000 7L - RZTE—F
ZA=+—H EFCME%EHIECEE -
BERBEFVEKARE -

EREFMAER T2 —F - ABEMSHE

AR ([&3T8] ) £2018 — EREE -
BB N S SEER] PN BREEEE

fe—NNhtFE+-—ABERE  EiREMAH
HAREEEBFY T AR - RIENSER
ERRE —TT—F— A —H ZERFHRNTIK
FEAR  EEWEIRAMRMLIR G ER
R ARNEBE-TT_F=A=1+—H8I1
FERBTFHZRAZEN  EFERLEE
et BRI &R RIETARETK
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14 CONSTRUCTION-IN-PROGRESS 14. EEIRE
Construction-in-progress comprises:— ERIRBE: —
Plant and
Properties under machinery under
development installation Total
BRAYE KETRE RN &t
2001 2000 2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT | BETT BT | BETT|| BT | BTx
At 1st April 2000 A\Z_ZTETF
MA—H 31,529 - 24,237 4,594 55,766 4,594
Exchange adjustment ~ #NEFEEE - - - 6) - 6)
Additions RE 122,514 31,529 48,222 24,666 170,736 56,195
Transfer to tangible BEAVEE
fixed assets BE (4,928) - (21,590) (5,017) (26,518) (5,017)
At 31st March 2001  RZ=ZTZ—F
—A=+—H 149,115 31,529 50,869 24,237 199,984 55,766

REABTBERTREZNEBHBIEER -

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

15 INVESTMENTS 15. ®E
(a) Investments in subsidiaries (a) MIBARIZKRE
Company
AT

2001 2000

HK$'000 HK$'000

BT BT T

Unlisted shares, at cost JE LR - BAE 2,327,975 2,281,400

T BRAAAREENEEREZEE
MEAR  EERSXEFMNBAREASE
EXERERER AR AEEEES
BzER—EERED - EFBRFIIE
B AR ZEME I BREIE -

The following includes the principal subsidiaries of the
Company which were directly and indirectly held by the
Company and, in the opinion of the directors, significant
to the results of the year or form a substantial portion of
the net assets of the Group. The directors considered
that to give details of other subsidiaries would result in
particulars of excessive length.
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15 INVESTMENTS (continued) 15. ;ﬁﬁ (&)
(a) Investments in subsidiaries (continued) (@) MIBARZEE @)
Place of
incorporation/ Issued and fully Effective percentage
Name of subsidiary establishment paid up shares holding Principal activities
NG EE T RIEE B BT RER KRG BN ERE T BER
2001 2000
Beijing Legend FM365  PRC HK$2,500,000 100% —  Internet services
Technology Limited & 7 2,500,000 7T BB HERR S
JERE AR =""n
M BRAT
Chengdu Legend Digital PRC HK$5,000,000 100% —  Systems integration and
China Limited* AR 7% 5,000,000 7T distribution of
P A HSE AR AER M B IT products
BRA] Bt 99953
DIHEMEHRER
Digital China Advanced  Hong Kong HK$1,000,000 100% —  Systems integration and
Systems Limited* &5 751,000,000 JT distribution of
I S S IT products
BRAA] B 90953
DIHEMEHRER
Digital China (China) PRC HK$7,500,000 100% —  Systems integration and
Limited (formerly A 7B 7,500,000 TT distribution of
known as Legend IT products
Digital China Limited)* Bt 99953
TINEES (FRE) DIHE R E MR
BRAF (FIEEAR
WMNBIEFRAR)
Digital China Holdings ~ Bermuda HK$100,000 100% —  Investment holding
Limited* BEE Nil-paid FEEZR
NS IEAR BIR AR 7% 100,000 7T
Digital China Hong Kong HK$1,000,000 100% —  Procurement agent
Technology Limited* &% 75 1,000,000 7T and distribution of
N BEE R B R IT products
BRAA] RN
DIHEMEHRER
FM365.com Limited British Virgin UsS$1 100% 100% Internet services
Islands 1367 B HERRS
REBER RS




i% B K3 Notes to the Accounts

15 INVESTMENTS (continued)

(a) Investments in subsidiaries (continued)

Legend Annual Report 2000 >2001 H#BF R

15. ®RE =)

(a) MBLARZEE #)

Place of
incorporation/ Issued and fully Effective percentage
Name of subsidiary establishment paid up shares holding Principal activities
i YNCIE ] T RIEE B BT RER KRG BN ERE T BER
2001 2000
Guangzhou Legend PRC HK$1,500,000 100% —  Systems integration and
Digital China Limited* 7B 1,500,000 7T distribution of
F& MBS A8 A N BR A IT products
BRAA] B 90953
DHE B E M
Hui Yang Legend PRC HK$50,000,000 100% 100%  Manufacturing of
Computer Co., Ltd F 7B 50,000,000 JT computer products
HISHEERKAR LA BLEEMEM
Huiyang Legend Industry PRC US$2,040,000 100% —  Property Holding and
Property Limited + 2,040,000 =T property management
BISEAE TR FEREBYE
BRAA]
Hui Yang Techwise PRC HK$80,000,000 85.5% 75.5%  Manufacturing of
Circuits Co,, Ltd R 7B 80,000,000 JT printed circuit boards
BEREERERAR SUERERIR
Jinan Legend Digital PRC HK$300,000 100% —  Systems integration and
China Limited* AR 75# 300,000 JT distribution of
P B AR A N BRES IT products
BRAA] B 99953
DHE B E MR
Legend Advanced Hong Kong HK$10,000,000 100% 100%  Systems integration
Systems Limited* B 75 # 10,000,000 7T and distribution
BB R AR A A of IT products
DIHE R E R
Legend (Beijing) Limited PRC HK$78,000,000 100% 100%  Manufacturing and
B8 (t) BERAR &+ 75 78,000,000 7T distribution of

computer products
and systems
integration services

SBER D HEMER
B AT SRR AR TS
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15 INVESTMENTS (continued)

(a) Investments in subsidiaries (continued)

Legend Annual Report 2000 >2 001 HE#8F R

15. ®RE =)

i% B K3 Notes to the Accounts

(a) MBLARZERE #)

Place of
incorporation/ Issued and fully Effective percentage
Name of subsidiary establishment paid up shares holding Principal activities
=NGR! T RIEE B BT RER KRG BN ERE  EBER
2001 2000

Legend (Chengdu) PRC RMB 12,000,000 100% 100%  Distribution of
Limited H AER¥E 12,000,000 7T computer products

AR (RER) BRAA] DIHBIEM

Legend Computer Hong Kong HK$2 100% 100%  Procurement agent
Systems Limited B B 2T and distribution of

BB R R AR LA computer products

REBRIER
DIHEMER
Legend Digital China PRC HK$3,500,000 100% —  Systems integration and
(Shenzhen) Limited* A 7 3,500,000 7T distribution of
AR BES ORI IT products
BRA] B 99953
DIHEMEHRER

Legend (Huiyang) PRC HK$16,000,000 100% 100%  Manufacturing of
Electronic Industrial i B ¥ 16,000,000 JT computer products
Co. Lid BEBILE

HISHEEF I
BRAA]

Legend Industrial PRC US$10,000,000 100% 100%  Property holding and
Development Co., H 10,000,000 7T property management
(Daya Bay) Ltd. BENEBYE

BB T TR

(Rep&) BRAR

Legend Marketing & British Virgin UsS$1 100% 100%  Investment holdings and
Services China/HK Islands 1%7T provision of marketing
Limited* REH#BRHS consultancy services

WA R
RIS R R AR

Legend Marketing & British Virgin UsS$1 100% 100%  Investment holdings and
Services International Islands 1%7T provision of marketing
Limited RBHRREHS consultancy services

REER R
RIS R IR
Legend Networks, Ltd*  British Virgin US$10,000,000 56.1% —  Investment holding
Islands 10,000,000 7T BEER

REEARES
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15 INVESTMENTS (continued) 15. ;ﬁﬁ (&)

(a) Investments in subsidiaries (continved) (a) MIBRAZRE @)
Place of
incorporation/ Issued and fully Effective percentage
Name of subsidiary establishment paid up shares holding Principal activities
i YNCIE ] T RIEE B BT RER KRG BN ERE T BER
2001 2000
Legend Networks (HK) ~ Hong Kong HK$2 56.1% —  Procurement agent and
Limited* B B 27T distribution of
s dEE (BH) networking products
BRAA] HERER
MR ERDH
Legend Networks PRC HK$1,500,000 56.1% —  Distribution of
(Shanghai) Limited* 7% 1,500,000 7T networking products
saeds (18) DB Em
BRAA]
Legend (Shanghai) PRC HK$10,000,000 100% 100%  Distribution of
Limited H 75# 10,000,000 7T computer products and
B8 (B8) BRAA IT services
DB m &
RECE AR
Legend (Shenyang) PRC RMB 10,000,000 100% 100%  Distribution of
Limited i AR# 10,000,000 7T computer products
B8 (OF%) BRAA DIHBIEEM
Legend (Shenzhen) PRC RMB7,875,160 100% —  Distribution of computer
Electronic Company ARH¥E 7,875,160 7T products
Ltd. DIHBIEEM
28 ORI EF
BRAA]
Legend Technology Hong Kong HK$2 ordinary 100% 100%  Procurement agent
Limited* aE HK$100,000,002 and distribution of
BRI B RAR AR non-voting deferred IT products
K 2 T2 EiBAR HERER
A 100,000,002 T2 7 R EREHRE M
ISR
Legend Techwise Circuits Hong Kong HK$2,000,000 85.5% 75.5%  Procurement agent and
Limited aE 7B 2,000,000 7T distribution of printed
BRI BB AR AR circuit boards
FREERIE R SRR
Legend (Xi An) Limited ~ PRC RMB10,000,000 100% 100%  Distribution of
B8 (%) BRAR F AR# 10,000,000 7T computer products
DIHBIEEM
Nanjing Legend Digital ~ PRC HK$3,000,000 100% —  Systems integration and
China Limited* R 7#& 3,000,000 7T distribution of
A R B AB AR N BRAS IT products
BRLA] B 99953
DIHEMEHRER
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15 INVESTMENTS (continued)

(a) Investments in subsidiaries (continued)

15. ®E &)
(a) MBLARZEE #)

Place of
incorporation/ Issued and fully Effective percentage
Name of subsidiary establishment paid up shares holding Principal activities
NG EE T RIEE B BT RER KRG BN ERE T BER
2001 2000
QDI Europe B.V. The Netherlands ~ NLG40,000 100% 100%  Distribution of
ol 40,000 f=iEE /& computer products
DIHEMER
Quantum Designs Hong Kong HK$2 ordinary 100% 100%  Procurement agent and
(H.K)) Limited B HK$1,000,000 distribution of
non-voting deferred computer products
K 2 T2 EiBAR REERIENR
7 1,000,000 7T 7 B
2B RERIERR
Shanghai Legend Digital PRC HK$10,000,000 100% —  Systems integration and
China Limited* A 7B ¥ 10,000,000 7T distribution of
G 8RN ERTS IT products
BRAA] S5t 99953
DIHEMEHRER
Shenyang Legend Digital PRC HK$5,000,000 100% —  Systems integration and
China Limited* A 7% 5,000,000 7T distribution of
VB (5 B A8 e B IT products
BRAA] B 99953
DIHEMEHRER
Shenzhen Legend PRC HK$8,500,000 70% 70% T services, research
Computer Co. Ltd =) 7B 8,500,000 JT and development,
Y B8 E AR A distribution of
computer products
ERRHEIRRS - FFT R
ME - DHERER
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15 INVESTMENTS (continued)

(a) Investments in subsidiaries (continued)

Legend Annual Report 2000 >2001 H#BF R

15. BE &)
(a) MBLARZEE #)

Place of
incorporation/ Issued and fully Effective percentage
Name of subsidiary establishment paid up shares holding Principal activities
NG EE AR E B BT RERRG EIE s EBEH
2001 2000
Xian Legend Digital PRC HK$5,000,000 100% —  Systems integration and
China Limited* A 7% 5,000,000 7T distribution of
T 2B AR AR B IT products
BRAT RiER N
7 HEREHRE M
Wuhan Legend Digital ~ PRC HK$750,000 100% —  Systems integration and
China Limited* A 7B 750,000 JT distribution of
EUEBE 818N BT IT products
BRAT RiER N
7 R EREHRE M
Notes: it
@)  All subsidiaries operate in their respective places of incorporation () FTEMBLRGEE M - H
or establishment, except for Legend Marketing & Services China/ Legend Marketing & Services China/HK Limited
HK Limited which operates principally in the PRC and Legend T EmEA B A R Legend Marketing &
Marketing & Services International Limited which operates Services International Limited 3 Z/EBUMAT &
principally in Europe. ES
(i)  PRC companies have adopted 31st December as their financial (i) HBHEEE  PEARUEBF+-_A=1—

year end date for statutory reporting purposes. For preparation
of the consolidated accounts, accounts of these subsidiaries for
each of the 12 months ended 3 1st March 2000 and 2001 have
been used.

These companies form part of the Digital China Holdings Limited
group of companies which were effectively spun off from the
Group on 1st June 2001, details of which are mentioned in
Note 35(a).

AAGEERY - BERE-_ZTTTER-ZTZT
—FFAKRER  ZEMBLARREAEAR
ARABEZA=T—RZTEANERE -

BLRRBER_TT—FA—BRAEER
BEARMMNEHEE  EFARNT R
35(a) °
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15 INVESTMENTS (continued)
(b) Investments in associated companies

15. ®RE =)

i% B K3 Notes to the Accounts

(b) REBELQRZKE

Group
55

2001 2000

HK$'000 HK$'000

BT BT

Share of net assets other than goodwill f{EﬁiﬁLxﬁl\ZﬁEf%Tﬁ 164,798 39,688
Loan to an associated company BERTHE QA 1,800 3,000
166,598 42,688

At 31st March 2001, the Group held shares in the RZTT—F=A=+—0 ~5£EEE
following principal associated companies:— T EEMERRIZERD - —
Place of Effective

Name of associated incorporation/ percentage

company establishment holding Principal activities

NI Ealipgsave:i FEAG B fE et EBER

2001 2000

Legend Kingsoft Holdings British Virgin Islands 30% 30% Distribution and development
Limited REEBRHD of software

B8 IR AR A F) DR Bt

Beijing CA - Legend PRC 50% 50% Software development
Software Co. Ltd. # /LT

(formerly known as
Shenzhen Legend —
CA Software Co., Ltd)

B RE M BR AR

(RIS 7RI B 78 TR ¥ R 1
BRAR)

bR B R E R PRC 50% - Software development
BERARAT] T BRI

Yestock Limited British Virgin Islands 40% - Provision of Internet service

REEARES

R E R IRTS
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15 INVESTMENTS (continued) 15. RE @)
(c) Investment securities (c) BHFRE
Group

2001 2000

HK$'000 HK$'000

BT T AEETF T

Equity securities, at fair value fRAFE S - A TE

Listed in Hong Kong REE LT 238 324

Listed outside Hong Kong REBRIN 77,697 83,922

71,935 84,246

Unlisted FELET 7,800 -

85,735 84,246

16 INVENTORIES 16. FE
Group

2001 2000

HK$'000 HK$'000

BT T AT T

Raw materials R 510,911 607,902

Work-in-progress & m 50,945 85,370

Finished goods S m 1,539,256 1,073,627

2,101,112 | 1,766,899
At 31st March 2001, the carrying amount of inventories that R-ZET—F=A=+—HUAZRFETIR
are carried at net realisable value amounted to ZIFEZREES A 123,804,0007T (=

HK$123,804,000 (2000: HK$141,648,000). TTTF - B 141,6480007T) ©
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17

18

ACCOUNTS RECEIVABLE
At 31 March 2001, the ageing analysis of the trade receivables

17.

were as follows:

i% B K3 Notes to the Accounts

FE I BR TR
R-ZZ—F=A=+—A ZSRUHEZ
BRESHHTINT -

Group Company
55 AT

2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000
BT BT T BT BT
0-30 days TE=+H 1,248,743 821,152 - -
31-60 days =+—Z="+H 257,662 212,964 - -
61-90 days NT—EATH 62,752 73,669 - -
Over 90 days ATBRE 176,695 99,029 - -
1,745,852 1,206,814 - -

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

CASH AND BANK BALANCES

Included in the cash and bank balances of the Group are

18.

Renminbi cash and bank deposits in the PRC of approximately
HK$643,133,000 (2000: HK$489,853,000).

MEBEEBTRNEF  BREGEXNETFZ
H30-180 KW EERHN  EREFP—K
ZH30K{HE -

REeRIBITHER

AEE RS RIITESP - BFEEREREANZ
ARER & RIRITFRAAE1643,133,0007T
(ZZZTTF B 489,8530007T) °
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19. BAIRRK
R-ZT—F=A=+—R BZEMAFREZ

19 ACCOUNTS PAYABLE
At 31st March 2001, the ageing analysis of the trade payables

were as follows: RECOTINT -
Group Company
55 AT
2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT T BT T
0-30 days TE=1+H 1,754,351 1,337,689 - -
31-60 days =+—Z="+H 136,744 287,777 - -
61-90 days NT—ZEATH 33,698 188,506 - -
Over 90 days ATBRE 354,011 125,317 - -
2,278,804 1,939,289 - -
20 LONG-TERM LIABILITIES 20. RHAGE
Group Company
55 AT
2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT T BT T BT T
Unsecured bank loans EEMIRITER 813,084* 327,103 - -
Obligations under finance leases BT 4IETS - 2,618 = -
Loans from minority shareholders KB E 2 &R
of a subsidiary (note (a)) REHK (Fa)) 19,385 - - -
Less: current portion of B REEEZ
long-term liabilities FREEERT (816,709) (189,446) - -
15,760 140,275 - -
Deferred taxation IRIETR IR
(Note 21) (B3 21) 353 641 304 304
16,113 140,916 304 304
note (a): ##(a) -

The loans from minority shareholders are unsecured, bearing interest at prime
rate minus 0.5% and repayable within 5 years.

I DBRRERREERER - FIEARITHEEFE
W 0.5% + 5SFERIEF °
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20 LONG-TERM LIABILITIES (continued)

BR B Kt 5= Notes to the Accounts

20. RHAEE @)

At 31st March 2001, the Group's bank loans and obligations RZTZ—F=A=+—H  KEBEERRT
ER R BHALOER < BB T:

under finance leases were repayable as follows:

Bank loans shareholders of

(unsecured) Obligations under a subsidiary
BITER finance leases —HMBARZ
(mER) IBHROESR PYRRER

Loan from minority

2001 | 2000(|| 2001 | 2000} 2001 [ 2000

HK$'000 | HK$'000 | [ HK$'000 | HK$'000 || HK$'000 | HK$'000
BETR | BETL||BETR | BETL||B%TR | B%TT

i yem

Amounts repayable:  EIEAEE 2 £
On demand or

within one year  IRIBAISFER 813,084* 186,916 - 2,530 3,625 -
After one year but
within two years ~ —FEMF - | 140,187 - 74 4,350 -
After two years but
within five years ~ REZERF - - - 14| 11,410 -
813,084 | 327103 - 2,618(] 19,385 -

* o LIRS T BRI BESIE IR A IR A B R E M
BAR (ER-ZZ—FA-RFBEAE

*  This balance is related to Digital China Holdings Limited and its
subsidiaries which were spun off from the Group on 1st June

2001. ) -
21 DEFERRED TAXATION 21, IEEBIIE
Group
55
2001 2000
HK$'000 HK$'000
BT T BT
Balance at the begnning of the year FHREER 641 641
Disposal of subsidiaries (Note 32) LENB AR (M 32) (115) -
526 641
Transfered to/(from) profit and loss account #A (B) Bak (173) -
353 641
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22 SHARE CAPITAL 22. R
Company
AT
2001 2000
HK$'000 HK$'000
BT T BT T
Authorised: SRR
20,000,000,000 ordinary shares 20,000,000,000 A% &3k
of HK$0.025 each BB 0.025 7T
(2000: HK$0.025 each) (ZZEZTZF BB 0.0257T) 500,000 500,000
Issued & fully paid: BETREREA
7,513,962,108 ordinary shares 7,513,962,108 iz & i@mAx
of HK$0.025 each BB 0.025 7T
(2000: HK$0.025 each) (ZZEZTZF /BB 0.0257T) 187,849 185,030

(@

(b)

On 4th September 2000 and 8th January 2001, an
aggregate of 11,478,584 shares of HK$0.025 each were
issued and allotted at HK$8.895 per share to Yestock
Ltd.

Under the Company's share option scheme adopted
on 18th January 1994, the Company may grant options
to directors and employees of the Company or its
subsidiaries to subscribe for shares in the Company,
subject to a maximum of 10% of the issued share capital
of the Company from time to time. Options granted are
exercisable at any time during a period of ten years from
the date upon which the option is accepted. The
subscription price of the option shares is the higher of
the nominal value of the shares and an amount which
is 80% of the average of the closing prices of the shares
on the five trading days immediately preceding the date
on which the offer is made.

@)

(b)

RARRZEETFNARAR TS —
F—ANBUAERAE¥ES.895 TM
Yestock Ltd. 81T R BCEE $E 11,478,584 ik
SREESE 0.025 T2 ’f7 °

BREAABR—ANAE— A+ /\BHEA
ZBRAER R RNORIAI TR T ARE
HEMBARZEERESBRE - B
BEZITEEEARAEHTRAZ
10% ° 7 B R R MBS
REET -+ RBERTTE - FERUERD 27
BE ZEOEERZRBERERLAS
Al A ER 5 B By 2 KT E 80% M
EPzRRETNHE -
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22 SHARE CAPITAL (continued) 22. RN )
(c) The movements of the share options granted by the (© ARARFERNRTERE ZEHER
Company during the year were: R
Number of shares issued
upon exercise of the share options
BRETRRATETZRHEE

Balance at

Balance at Granted Exercised 31st March

1st April 2000 during during the 2001

Exercise R-ZEEF the year year RoEE—

Offer Date price per share mA—H FEREL FERTEE ZA=1+—"H

REHE BRITRE ZEEE 2R 2R ZERER

30th October 1997 HK$0.459 84,000,000 - 52,000,000 32,000,000
—ANEFTA=1A 7B 0459 7T

19th January 1998 HK$0.266 36,000,000 - 36,000,000 -
—NANF-ATNAA 1 0.266 7T

28th January 2000 HK$4.038 47,632,000 - 13,280,000 34,352,000
—EEFF-A-1tN\H 7 4038 7T

15th January 2001 HK$4.312 - 130,084,000 - 130,084,000
“EE5—-A+AA A az127T
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23 RESERVES 23. A&
Group Company
£ AT
2001 2000 2001 2000
HK$'000 HK$'000 HK$'000 HK$'000
BT R T BT R T
Share premium account IR A7 R E AR
Balance brought forward A iR 4,403,611 2,687531 4,403,611 2,687531
Issue of new shares BT A (B 186,351 1,750,908 186,351 1,750,908
New issue expenses TR ERA (69) (34,828) (69) (34,828)
Balance carried forward P 4,589,893 4,403,611 4,589,893 4,403,611
Surplus arising on FEREREE
consolidation 2Bt
Balance brought forward A AR 32,933 31,966 - -
Goodwill arising from acquisition R H & A 7]
of associated companies BEEAL 2 s (194,331) - - -
Goodwill arising from acquisition  UgBE Il B 2 B1RF
of subsidiaries EEZEE (4,948) - - -
Goodwill (written off)/written back & /&~ &)
arising from disposal of WEFT (HBR) 7 (373) 967 - -
subsidiaries JREl 2 R
Transfer from other reserves WEMEEEA 166,719 - - -
Balance carried forward RIF - 32,933 - -
Exchange reserve B 5 f R
Balance brought forward a3 1,464 1,410 - -
Movement during the year FAEE) (1,128) 54 - -
Balance carried forward RIF 336 1,464 - -
Investment revaluation REEMRHE
reserve
Balance brought forward R 70,005 22,907 - -
(Deficit)/surplus in fair BHEMISATEE
market value Z(EB) Rt (6,914) 47098 - -
Transfer to other reserve EEHAMEE (63,091) - - -
Balance carried forward RIF - 70,005 - -
Retained profits/ REBEF,
(accumulated losses) (REBR)
Balance brought forward P - 347,135 44,494 457,600 452,249
Profit for the year RNEEHEH 860,031 480,889 993,460 183,599
Transfer to other reserve EEHAMEE (103,628) - - -
Dividends (Note 10) BB (5L 10) (1,072,672) (178,248) (1,072,672) (178,248)
Balance carried forward BT 30,866 347,135 378,388 457,600
4,621,095 4,855,148 4,968,281 4,861,211
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23 RESERVES (continved) 23.
At 31st March 2001, the distributable reserve of the Company
available for distribution as final dividend amounted to
HK$560,118,000 (2000: HK$591,110,000).

BR B Kt 5= Notes to the Accounts

#®E @

RZZZE—F=A=+—8  ~ARAIAERH
RESDEKRAGE A HIERERBE
560,118,000 0 (=TT Z4F : A% 591,110,000

Jo) °

24 RETAINED PROFITS 24. REEF
Group Company
£= AT

2001 2000 2001 2000

HK$'000 HK$'000 HK$'000 HK$'000

BT T BT T BT T BT T

Company and its subsidiaries REIREMEAT 35,908 344,701 378,388 457600
Associated companies /NS (5,042) 2,434 - -
30,866 347135 378,388 457,600
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25 RELATED PARTY TRANSACTIONS

The Group had the following material transactions with the

25. BERAALERS
REBE—REB P G BRI R REM
ultimate holding company and its subsidiaries and minority BABMIBRRET TIERRS -

shareholders in the normal course of business:

2001 2000
HK$'000 HK$'000
BT T BT
Legend Group Holdings Co. iHEE SR gNC]
(the ultimate holding company): (BEEAER AT -
Management and maintenance fee EREREEER 468 468
Interest expenses on amount advanced EEETERZ
during the year for working capital FERX% - 9,591
Acquisition of a subsidiary HE B AF 102,810 -
Disposal of properties HEmE 1,490 -
Right Lane Limited (a substantial shareholder): FAARAR (—HEZREQA])
Rental and management fee HeRERER 1,320 1,100
Legend Properties (Daya Bay) Co. Ltd A8 EHE (KTR&) BRRAR]
(a fellow subsidiary): (—HERMEBRT) :
Rental expenses & 3,716 3,033
Minority shareholders of a subsidiary —EE R A DEARR
Interest expense MERX 1,419 -
D-Link group, group companies of a minority RALE - RRERZ
shareholder ESE NS
Purchase of goods REEY 221,602 -

EEZRA/ LR ZTIE—REBTIZR R
EARTETT

The directors are of the opinion that the above transactions
were conducted on normal commercial terms in the ordinary
course of business.
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26 BANKING FACILITIES
At 31st March 2001, the Group’s banking facilities were
secured by one or more of the following:—

(a) Cross guarantees provided by certain subsidiaries.

(b) Guarantees provided by the Company.

27 COMMITMENTS
(@) Commitments under operating leases
At 3 1st March 2001, the Group had commitments to
make payment in the next year for land and buildings

under operating leases as follows:—

i% B K3 Notes to the Accounts

26. RITFEE

i -

TT-F=A=+—H AEBZRTE

B AN E AR —IRS IR MR RER - —

@)

mETHBARRM 2 ERER -

(b) MARATHRMZHER -

27. &E

(a)

REBANRE
RZZE—F=A=+—0H  r&EEHLT
W RIET 2 L ERAOE MEFEAERN
BZASEINT - —

2001 2000
HK$'000 HK$'000
BT T BT T

Operating leases which expire:— LM
Within one year —FR 13,909 8,929
Between two to five years MEZERF 60,843 40,281
Over five years HFLA L - 11,952
74,752 61,162

(b) Other commitments
At 31st March 2000, the Group had commitments
under foreign exchange contracts amounting to
HK$282,815,000. The Group had no such commitment
as at 31st March 2001.

H iR

W-ZETFE=-A=+—0  AEEHE
ZINEE K FEEE282,815,0007T ©
W-ZEE—F=A=+—B  AEETE
EfAT E S o
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28 CONTINGENT LIABILITIES
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28. ARERE

The Group has no material contingent liabilities as at 31st REER F=A=t+—RAEEME
March 2001. RFAREE -
29 RECONCILIATION OF OPERATING PROFIT 29. RBAIRE BHNHEREEKAERS
BEFORE TAXATION TO NET CASH INFLOW FEHERR
FROM OPERATING ACTIVITIES
2001 2000
HK$'000 HK$'000
BT T BT
Operating profit before taxation BRI AT & m A 909,073 487723
Share of losses/(profits) of associated companies A EARIEER Cafl) 6,628 (2,803)
Interest income FLEWA (103,214) (16,373)
Interest expense and finance charges MBS RBHELY
under finance leases ZENBMEER 33,516 41,456
Depreciation of tangible fixed assets BREEEERE 123,359 93,275
Loss on disposal of tangble fixed assets HEEFETEEZEE 31,963 6,140
Provision for permanent diminution Eihak2y-3
in value of fixed assets K ABIERER 6,946 -
Loss on disposal of associated companies LEBE AR ZER - 2,481
Loss on disposal of subsidiaries HEH B AR 2 EE 1,338 11,743
Increase in inventories FEIEMN (383,341) (652,135)
Increase in accounts receivable, deposits EUERK ~ e R TER
and prepayments FRIBIE AN (753,914) (332,684)
Increase in accounts payable, AR - BRNRER
bills payable and accruals FEEHE G M 898,589 896,669
Net cash inflow from operating activities KEEBIEIR e FHE 770,943 535,492
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30 ANALYSIS OF CHANGES IN FINANCING 30. MMERB M
2001 2000
Share Loans and Share Loans and
capital finance capital finance
(including lease (including lease
premium) | Minority |obligations || premium) Minority | obligations
BRZ | interests BERR B&Z | interests ERk
(B | LEBRR B 7% (BiE | LBRE BA 7S
mE) EE | BOEHK (B Eam | HHOES

HK$000 | HK$'000 | HK$'000 HK$'000 | HK$'000 | HK$000
BETRT | BRTR | BETR || BT | ABTT | BBTT

Balance at the FETT

beginning of the year 4,588,641 10,506 189,534 || 2,861,661 520 442,102
Minority interests’ in DERRERR

share of profits and i R SNE

exchange reserve [Eticpan(al - 29,886 - - 9,986 -
Increase/(decrease) in B e

in minority interests & CRid) - 34,287 - - - -
Increase/(decrease) of RITE RGN,

bank loans OB - - | 633,645 - — | (241,246)
Disposal of subsidiaries MEBARZHE - (221) (7.477) - - (6,075)
Loans from minority DEARR

shareholders B - - 19,385 - - -
Payments of capital BRI

element of iR

finance leases PG - - (2,618) - - (5,247)
Issue of new shares BT 87,068 = - || 1,761,808 - -

Issue of new shares for BITIBS
non-cash considerations B HAHD 102,102 - - -
New issue expenses BITRMNER (69) - - (34,828) - -

Balance at the end FUREETT
of the year 4,777,742 74,458 832,469 4,588,641 10,506 189,534
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31 ANALYSIS OF THE BALANCES OF CASH AND

CASH EQUIVALENTS
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31. RERZERREEFIT

2001 2000
HK$'000 HK$'000
BT R T
Cash and bank balances He MIRTTHE S 2,633,651 2,180,197
Trust receipt loans EFEBIEER = (2,297)
Unsecured bank loans EERRITER - (140,187)
2,633,651 2,037713
32 DISPOSAL OF SUBSIDIARIES 32. HEMBAA
2001 2000
HK$'000 HK$'000
BT R T
Disposal of net assets HEEEFE
Fixed assets BElEAE 5,636 20,300
Accounts receivable FEUER TR 136,085 2,106
Inventories FE 49,939 3,999
Prepayments, deposits and other receivables TERTER - e KA EU AR FR 16,558 6,912
Cash and bank balances R MIRTTHE RS 41,932 704
Accounts and bills payable FERTRRIB R B R IR (102,306) (8,166)
Accruals, provision and other payables BB - BEREENER (122,070) (6,977)
Bank loans RITER (7,477) (6,075)
Deferred taxation EERIE (115) -
Minority interests DER R (221) -
17,961 12,803
(Reserve on consolidation)/goodwill (BRABELZHE) B2 (373) 967
Losses on disposal & 2 E1E (1,338) (11,743)
Satisfied by: SAFR
Cash and cash equivalents BekERBES 16,250 2,027
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33 ANALYSIS OF THE NET OUTFLOW OF CASH 33. HEMBARMEZEERERRE
AND CASH EQUIVALENTS IN RESPECT OF RO
THE DISPOSAL OF SUBSIDIARIES

2001 2000
HK$'000 HK$'000
BT T BT
Cash consideration HeMNE 16,250 2,027
Cash and bank balances disposed of HE2IRe RIRITHERR (41,932) (704)
Net (outflow)/inflow of cash and cash equivalent HERBAR (B
in respect of the disposal of subsidiaries sz e RERRSFHE (25,682) 1,323
34 ACQUISITION OF SUBSIDIARIES 34. KBS A A
2001 2000
HK$'000 HK$'000
BT T BT
Net assets acquired BB EEE
Tangible fixed assets BREEERE 97,789 -
Inventories 7E 811 -
Accounts payable and accruals R R ERTE A (738) -
97,862 -
Goodwill arising from acquisition EEmE 4,948 -
Satisfied by: SAFR

Cash Be 102,810 -
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35 POST BALANCE SHEET DATE EVENTS
(@) In connection with the spin-off of Digital China Holdings

Limited and its subsidiaries (“Digital China Group”) from
the Group and the separate listing of the shares of
HK$0.10 each in capital of Digital China Holdings Limited
on the Main Board of the Stock Exchange, the directors
have on 24th April 2001 declared a conditional special
interim dividend which was satisfied wholly by a
distribution in specie by granting one share of HK$0.10
each in the capital of Digital China Holdings Limited for
every ten shares of HK$0.025 each in the share capital
of the Company held by registered holders of the
Company whose names appear on the register of
members on 9th May 2001, on and subject to the terms
and conditions described in the circular of the Company
dated 27th April 2001. The conditions as referred to in
that circular was fulfilled on 1st June 2001. On
completion of the spin-off on 1st June 2001, the Group
does not hold any equity interest in Digital China Holdings
Limited, which then becomes a fellow subsidiary of the
Company.

Digital China Group is principally engaged in the
distribution of foreign brand IT products, provision of
systems integration services and development and
distribution of networking products.

Legend Annual Report 2000 > 2001 EBF K

35. GEHREE

@)

RAEB DTSN B AR AR RE
MEAR - RIEMNEBISIERERA RS
WREEE 0.10 T2 RDEBBMEZ S
FRBY LT EE  EEEN_TT—
FP0A=+m B EIRB KRR T ERE
WEHABMDIRTREN RZTT—
FRANARINARAREM 2 ZMFE
A VERRRIRAFHE T TR ERE
BEE850.0257T2 &fn + AT — AR
SISIER AR A REEAK0.10 T2
5 BARFEEARARIR-_TT—FMA=
T B 2 BT KR AR - 51
AR G ERN =TT —F A —
HER - RZTT—F A —HEXSHF
& AEBEWESASMNEISIERAERA
BRI AR - iR NS AR A FA
Bt AR ARRRZMB AR

MBI EE T 2N EINERIEERND
o RERGERRE LG ERRFRE
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35 POST BALANCE SHEET DATE EVENTS (continued)

(b) On 11th June 2001, the Company, America Online, Inc.

("AOL Inc), AOL China Holdings LLC ("AOL China") and
Legend Research Limited, a wholly owned subsidiary of
the Company, entered into a subscription agreement
with FM365.com Limited, a wholly owned subsidiary of
the Company, pursuant to which Legend Research
Limited conditionally agreed to subscribe, in stages, for
51% of the enlarged issued share capital of FM365.com
Limited, and AOL China conditionally agreed to subscribe,
in stages, for 49% of the enlarged issued share capital
of FM365.com Limited. The total subscription price
payable by Legend Research Limited and AOL China is
US$200 million. Legend Research Limited will pay an
additional contribution of RMB54.9 million, US Dollar
equivalent of US$6.6 million, at completion of the initial
subscription. The subscription price will be payable in
cash by Legend Research Limited and AOL China,
respectively, in stages.

36 ULTIMATE HOLDING COMPANY

The directors regard Legend Group Holdings Co., a company
established in the PRC, as being the ultimate holding

company.

37 APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on

27th June 2001.

i% B K3 Notes to the Accounts

35. £EHEKEE »)

36.

37.

(b)

RZTEZ—FXA+—H Xx2a-
America Online, Inc. ([AOL Inc.]) + AOL
China Holdings LLC ([AOL Chinal) &
NARZ &K B A7 Legend Research
Limited B2 FM365.com Limited 5132 —18
R o Btk - Legend Research
Limited B &4 R 25 RRBEEE R
FM365.com Limited &4 A 18 B 31 TRRA
25102 @AY - AOL Chinaf {5t
RESEERREHEENFM365.com
Limited 88 A& B B TANAN 2 49% 2 &
%ef% o Legend Research Limited & AOL
China fEff 2 4232818 /5 200,000,000 3
JT ° Legend Research Limited#& i #2558
PRI EESMNE B AR 54,900,000 7T (48
F16,600,000%7T) ° BBER D
2 Bl Legend Research Limited & AOL
China RIRE AT o

158 -2 ENE]
ERZRABBEBIERA R IRKIERAT]
BN A ET 5 Aval

%EZV%

—FRXAZT+H

I o



