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 (Incorporated in Hong Kong under the Companies Ordinance)

2001/02 Third Quarter Results Announcement

QUARTERLY RESULTS 

The Directors of Legend Holdings Limited (the "Company") are pleased to announce that the unaudited results of the Company and its subsidiaries (the "Group") for the nine months ended 31 December 2001, together with comparative figures for the corresponding period of last year, are as follows:

ACTUAL CONSOLIDATED INCOME STATEMENT



3 months ended

9 months ended

3 months ended

9 months ended



31 December 2001

31 December 2001

31 December 2000

31 December 2000







Restated

Restated







(Note 2)

(Note 2)



(unaudited)

(unaudited)

(unaudited)

(unaudited)


Note
HK$'000

HK$'000

HK$'000

HK$'000
Turnover
3
5,183,358

16,726,569

7,656,715

20,747,047

Earnings before interest, taxation 

  and depreciation expenses

292,720

816,490

278,890

730,350

Depreciation expenses 

(37,609
)
(109,248
)
(30,476
)
(78,381
)

Amortisation of goodwill 

-

-

(145,219
)
(435,657
)

Interest income

13,424

54,900

22,852

76,230

Gain on disposal of subsidiaries, associated 

  company and investments

57,986

57,986

-

-

Profit from operations
4
326,521

820,128

126,047

292,542

Finance costs

(195
)
(11,734
)
(3,754
)
(21,997
)

Share of losses of jointly

controlled entities

(924
)
(924
)
-

-

Share of losses of associated companies

(821
)
(8,467
)
(2,671
)
(3,897
)

Profit before taxation

324,581

799,003

119,622

266,648

Taxation
5
(9,457
)
(20,417
)
(2,929
)
(17,023
)

Profit after taxation

315,124

778,586

116,693

249,625

Minority interests

(3,181
)
(13,202
)
(13,401
)
(28,491
)

Profit attributable to shareholders

311,943

765,384

103,292

221,134

Dividends declared and paid
6
N/A

1,103,116

N/A

216,452

Earnings per share - basic
7
4.14 cents

10.14 cents

1.39 cents

2.97 cents

Earnings per share - fully diluted
7
4.13 cents

10.08 cents

1.37 cents

2.94 cents

PROFORMA CONSOLIDATED INCOME STATEMENT (Note 1(b))


3 months ended

9 months ended

3 months ended

9 months ended


31 December 2001

31 December 2001

31 December 2000

31 December 2000






Restated

Restated






(Note 2)

(Note 2)


(unaudited)

(unaudited)

(unaudited)

(unaudited)


HK$'000

HK$'000

HK$'000

HK$'000

Turnover
5,183,358

15,140,699

5,265,414

14,314,262

Earnings before interest, taxation 

and depreciation expenses
292,720

780,132

217,982

561,184

Depreciation expenses 
(37,609
)
(104,180
)
(25,689
)
(64,783
)

Amortisation of goodwill 
-

-

(145,219
)
(435,657
)

Interest income
13,424

54,204

35,695

109,801

Gain on disposal of subsidiaries, an associated 

  company and investments
57,986

57,986

-

-


Profit from operations
326,521

788,142

82,769

170,545

Finance costs
(195
)
(1,625
)
(1,637
)
(17,264
)

Share of losses of jointly controlled entities
(924
)
(924
)
-

-

Share of losses of associated companies
(821
)
(8,467
)
(2,671
)
(3,897
)

Profit before taxation
324,581

777,126

78,461

149,384

Taxation
(9,457
)
(20,417
)
(2,929
)
(17,023
)

Profit after taxation
315,124

756,709

75,532

132,361

Minority interests
(3,181
)
(9,768
)
(4,420
)
(10,223
)

Profit attributable to shareholders
311,943

746,941

71,112

122,138

Dividends declared and paid
N/A

1,103,116

N/A

216,452


Earnings per share - basic
4.14 cents

9.89 cents

0.95 cents

1.64 cents

Earnings per share - fully diluted
4.13 cents

9.84 cents

0.94 cents

1.62 cents

CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES


9 months ended

9 months ended


31 December 2001

31 December 2000




Restated




(Note 2)


(unaudited)

(unaudited)


HK$'000

HK$'000
Deficit on revaluation of investment securities
(49,319
)
(31,532
)

Exchange differences arising from translation of subsidiaries, 

  associated companies and jointly controlled entities
4,955

254


Net losses not recognised in the profit and loss account
(44,364
)
(31,278
)
Profit for the period
765,384

221,134


Profit for the period 
765,384

221,134

Total recognised gains
721,020

189,856


Goodwill written back /(written off) arising from disposal of 

  associated company and subsidiaries
22,897

(297
)


743,917

189,559


CONSOLIDATED BALANCE SHEET



As at

As at

As at



31 December 2001

31 March 2001

31 March 2001



Actual

Proforma

Actual





(Note 1(c))





Restated

Restated





(Note 2)

(Note 2)



(unaudited)

(unaudited)

(audited)


Note
HK$'000

HK$'000

HK$'000

Non-current assets


  Tangible fixed assets

925,964

636,287

717,577

  Construction-in-progress

52,163

199,984

199,984

  Investments in subsidiaries

-

289,137

-

  Investments in jointly controlled entities

108,441

-

-

  Investments in associated companies

133,336

162,736

162,736


  Investment securities

38,144

85,735

85,735

  

1,258,048

1,373,879

1,166,032

Current assets

  Inventories

990,195

1,129,002

2,101,112

  Accounts receivable
8
1,490,450

774,384

1,745,852

  Amount due from DCHL
1b & 1c
-

428,845

-

  Amount due from jointly
controlled entities

210,696

-

-

  Deposits, prepayments and other receivables

281,336

294,758

415,042

  Cash and bank balances

2,151,130

2,382,591

2,633,651



5,123,807

5,009,580

6,895,657

Current liabilities

  Accounts payable
8
2,090,283

1,603,376

2,278,804

  Accruals and other payables

800,023

810,631

947,165

  Tax payable

16,658

11,822

11,822

  Current portion of long-term liabilities

3,625

3,625

816,709



2,910,589

2,429,454

4,054,500

Net current assets

2,213,218

2,580,126

2,841,157

Total assets less current liabilities

3,471,266

3,954,005

4,007,189

Financed by:

  Share capital
9
187,609

187,849

187,849

  Reserves
10
4,765,255

4,658,035

4,658,035

  Accumulated losses
11
(1,523,890
)
(929,266
)
(929,266
)

Shareholders' funds 

3,428,974

3,916,618

3,916,618

Minority interests

31,042

21,274

74,458

Long-term liabilities

11,250

16,113

16,113



3,471,266

3,954,005

4,007,189

CONSOLIDATED CASH FLOW STATEMENT 


9 months ended

9 months ended


31 December 2001

31 December 2000




Restated




(Note 2)


(unaudited)

(unaudited)


HK$'000

HK$'000

Net cash inflow from operating activities
620,443

204,037

Net cash outflow from returns on investments and 

  servicing of finance
(251,412
)
(162,942
)

Total taxation paid
(15,893
)
(11,293
)

Net cash outflow from investing activities
(828,824
)
(529,346
)

Net cash outflow before financing
(475,686
)
(499,544
)

Net cash (outflow)/inflow from financing
(11,790
)
316,937

Decrease in cash and cash equivalents
(487,476
)
(182,607
)

Effect of foreign exchange rate changes
4,955

254

Cash and cash equivalents at the beginning of the period
2,633,651

2,037,713

Cash and cash equivalents at the end of the period
2,151,130

1,855,360

Notes:

1.
Basis of preparation

(a)
The Directors are responsible for the preparation of the Group's unaudited quarterly financials. These unaudited quarterly financials have been prepared in accordance with Statement of Standard Accounting Practice No. 25 "Interim Financial Reporting" issued by the Hong Kong Society of Accountants. 

(b)
As the spin-off of Digital China Holdings Limited and its subsidiaries (collectively known as "DCHL") from the Group ( the "Spin-off') was substantial to the operating results of the Group, the Directors have prepared unaudited proforma consolidated results of the Group for the corresponding period as if the Spin-off has been completed as at 31 March 2000. The unaudited proforma consolidated results are prepared on a combined basis as if the current group structure had been in existence throughout the corresponding period.

(c)
The unaudited proforma consolidated balance sheet of the Group as at 31 March 2001 has been prepared on a basis that the individual assets and liabilities of DCHL were grouped under investments and amount due from DCHL.

2.
Principal accounting policies

The principal accounting policies adopted in the preparation of these unaudited condensed quarterly financials are consistent with those adopted in the annual accounts for the year ended 31 March 2001, except for those changes as a result of adoption of the following Statements of Standard Accounting Practice ("SSAP") issued by the Hong Kong Society of Accountants which are effective for accounting periods commencing on or after 1 January 2001:

SSAP 9 (revised)
:
Events after the balance sheet date

SSAP 14 (revised)
:
Leases (effective for periods commencing on or after 1 July 2000)

SSAP 26
:
Segment reporting

SSAP 28
:
Provisions, contingent liabilities and contingent assets

SSAP 29
:
Intangible assets

SSAP 30
:
Business combinations

SSAP 31
:
Impairment of assets

SSAP 32
:
Consolidated financial statements and accounting for investments in subsidiaries

The major changes to the Group's accounting policies and the major effect of adopting these new policies are set out below:

(a)
SSAP 9 (revised) "Events after balance sheet date"

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

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

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

(b)
SSAP 29 "Intangible assets"

Effective in December 1997, the Group acquired the entire equity interest in Legend (Beijing) Limited from its controlling shareholder. The intangible assets arising thereon were regarded as trademarks which were valued by an independent valuer on an open market value basis and capitalised in the consolidated balance sheet with no amortisation.

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

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

This adjustment in respect of amortisation of goodwill has resulted in a decrease in profit for the 9 months ended 31 December 2000 by approximately HK$436 million, and for the year ended 31 March 2001 by approximately HK$581 million.

(c)
SSAP 30 "Business Combinations", SSAP 31 "Impairment of assets" and Interpretation 13

SSAP 31 prescribes procedures to be applied to ensure that assets are carried at not more than their recoverable amounts. The recoverable amount of an asset is defined to be the higher of its net selling price and its value in use. The Group determines the value in use of its assets (including fixed assets, goodwill arising on business combinations accounted for using the purchase method and intangible assets) as the present value of estimated future cash flows together with estimated disposal proceeds at the end of its useful life. The Group is required to assess at each balance sheet date whether there are any indications that assets may be impaired, and if there are such indications, the recoverable amount of the assets is to be determined. Any resulting impairment losses identified are charged to the income statement.

In accordance with the provisions of Interpretation 13, assessments of impairment of goodwill also apply to goodwill previously eliminated against reserves which will not be reinstated at the time of adoption of SSAP 30. Any impairment loss identified in respect of goodwill previously eliminated against reserves is to be recognised as an expense in the income statement. 

The Group has performed an assessment of the fair value of its assets, including the related goodwill that had previously been charged to reserves. The Group has retrospectively restated its previously reported net profit for the periods ended 31 December 2000 and the year ended 31 March 2001 by decrease of HK$nil and approximately HK$166 million respectively for the impairment of goodwill arising from the acquisition of an associated company.

(d)
For the 9 months ended 31 December 2000, the profit attributable to shareholders before any restatement as a result of Note 2(b) above amounted to approximately HK$657 million. 

3.
Principal activities and geographical analysis of operations


9 months ended
9 months ended


31 December 2001
31 December 2000



Restated



(Note 2) 


(unaudited)
(unaudited)




Contribution to



Contribution to


Turnover

operating profit

Turnover

operating profit


HK$'000

HK$'000

HK$'000

HK$'000

Consumer IT business
5,594,095

194,660

5,368,131

201,639

Corporate IT business
8,019,734

480,092

6,982,053

326,709

Handheld access devices business
166,989

(15,325
)
82,323

(25,271
)

Contract manufacturing business
1,321,360

105,922

1,297,065

151,258

Internet business
38,520

(36,818
)
98,946

(70,957
)

Others
1,585,871

21,877

6,918,529

122,824

Amortisation of goodwill
-

-

-

(435,657
)

Gain on disposal of subsidiaries, associated

  company and investments
-

57,986

-

-

Total
16,726,569

808,394

20,747,047

270,545

People's Republic of China (the "PRC")
15,745,970

663,848

19,711,931

632,555

Asia Pacific (excluding the PRC)
280,792

30,438

314,450

26,127

North America
95,804

17,466

219,038

30,451

Europe
604,003

38,656

501,628

17,069

Amortisation of goodwill
-

-

-

(435,657
)

Gain on disposal of subsidiaries,  associated

  company and investments
-

57,986

-

-

Total
16,726,569

808,394

20,747,047

270,545

4.
Profit from operations


3 months ended

9 months ended

3 months ended

9 months ended


31 December 2001 

31 December 2001

31 December 2000

31 December 2000






Restated

Restated






(Note 2)

(Note 2)


(unaudited)

(unaudited)

(unaudited)

(unaudited)


HK$'000

HK$'000

HK$'000

HK$'000

(a)
Turnover
5,183,358

16,726,569

7,656,715

20,747,047

Cost of sales
(4,460,962
)
(14,495,392
)
(6,718,485
)
(18,199,276
)

Gross profit
722,396

2,231,177

938,230

2,547,771

Other revenue
13,424

54,900

22,852

76,230

Gain on disposal of subsidiaries, associated

  company and investments
57,986

57,986

-

-

Distribution expenses
(329,693
)
(1,077,268
)
(453,307
)
(1,165,066
)

Administrative expenses
(91,235
)
(299,536
)
(172,067
)
(555,959
)

Other operating expenses
(46,357
)
(147,131
)
(64,442
)
(174,777
)

Amortisation of goodwill 
-

-

(145,219
)
(435,657
)

Total operating expenses (see (b))
(467,285
)
(1,523,935
)
(835,035
)
(2,331,459
)

Profit from operations
326,521

820,128

126,047

292,542
(b)
Analysis of operating expenses by nature:

Selling expenses
(91,841
)
(319,198
)
(119,276
)
(356,828
)

Promotional and advertising expenses
(84,525
)
(335,591
)
(208,304
)
(447,087
)

Staff costs
(193,607
)
(530,865
)
(211,912
)
(624,693
)

Other expenses
(97,312
)
(338,281
)
(150,324
)
(467,194
)

Amortisation of goodwill
-

-

(145,219
)
(435,657
)

Total
(467,285
)
(1,523,935
)
(835,035
)
(2,331,459
)

5.
Taxation

The amount of taxation charged to the consolidated profit and loss account represents:


3 months ended

9 months ended

3 months ended

9 months ended


31 December 2001 

31 December 2001 

31 December 2000

31 December 2000


(unaudited)

(unaudited)

(unaudited)

(unaudited)


HK$'000

HK$'000

HK$'000

HK$'000

Hong Kong profits tax
1,694

4,120

3,976

11,721

Overseas taxation
7,713

16,586

(1,272
)
4,792


9,407

20,706

2,704

16,513

Share of taxation attributable

to associated companies
50

(289
)
225

510


9,457

20,417

2,929

17,023

6.
Dividend


9 months ended

9 months ended


31 December

31 December


2001

2000




Restated




(Note 2)


(unaudited)

(unaudited)


HK$'000

HK$'000

Dividends declared and paid 

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

-

  Final dividend - 2.4 HK cents per share

    (1.8 HK cents in the last corresponding period)
181,732

133,510

  Interim dividend - 1.5 HK cents per share

    (1.1 HK cents in the last corresponding period)
112,846

82,942


1,103,116

216,452

7.
Earnings per share

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


9 months ended 31 December


2001

2000


(unaudited)

(unaudited)

Earnings for the purposes of basic and
diluted earnings per share
HK$765,384,000

HK$221,134,000

Weighted average number of shares for the 

  purposes of basic earnings per share
7,545,758,130

7,453,427,547

Effect of dilutive potential shares
43,398,147

79,513,924

Weighted average number of shares for the 

  purposes of diluted earnings per share
7,589,156,277

7,532,941,471

8.
Ageing analysis

Ageing analysis of accounts receivable as at 31 December 2001 is as follow:


As at

As at

As at


31 December 2001 
30 September 2001 

31 March 2001


(unaudited)

(unaudited)

(audited)


HK$'000

HK$'000

HK$'000

0-30 days
1,300,670

1,290,665

1,248,743

31-60 days
125,211

27,761

257,662

61-90 days
12,532

8,536

62,752

Over 90 days 
52,037

15,774

176,695


1,490,450

1,342,736

1,745,852

Ageing analysis of accounts payable as at 31 December 2001 is as follow:


As at

As at

As at


31 December 2001 
30 September 2001 

31 March 2001


(unaudited)

(unaudited)

(audited)


HK$'000

HK$'000

HK$'000

0-30 days
1,784,908

1,306,272

1,754,351

31-60 days
201,524

80,912

136,744

61-90 days
51,642

61,637

33,698

Over 90 days 
52,209

413,582

354,011


2,090,283

1,862,403

2,278,804

9.
Share capital


As at

As at


31 December 2001

31 March 2001




Restated




(Note 2)


(unaudited)

(audited)


HK$'000

HK$'000

Authorised:

  Ordinary shares of HK$0.025 each
500,000

500,000

Issued and fully paid:

  Beginning of period/year
187,849

185,030

  Exercise of share options
1,523

2,532

  Issue and allotment of consideration shares
-

287

  Shares repurchased and cancelled
(1,763
)
-

End of period/year
187,609

187,849

10.
Reserves


As at

As at


31 December 2001

31 March 2001




Restated




(Note 2)


(unaudited)

(audited)


HK$'000

HK$'000

Share premium account

Balance brought forward
4,589,893

4,403,611

Issue of new shares
126,924

186,351

New issue expenses
-

(69
)

Balance carried forward
4,716,817

4,589,893

Surplus arising on consolidation

Balance brought forward
4,715

32,933

Goodwill arising from acquisition of subsidiaries and 

  associated companies
-

(27,845
)

Goodwill written back /(off) arising from disposal of 

  associated company and subsidiaries
22,897

(373
)

Balance carried forward
27,612

4,715

Exchange reserve

Balance brought forward
336

1,464

Movement during the period/year
4,955

(1,128
)

Balance carried forward
5,291

336

Investment revaluation reserve

Balance brought forward
63,091

70,005

Decrease in fair market value
(49,319
)
(6,914
)

Balance carried forward
13,772

63,091

Share redemption reserve

Balance brought forward
-

-

Movement during the period/year
1,763

-

Balance carried forward
1,763

-

Total
4,765,255

4,658,035

11.
Accumulated losses


As at

As at


31 December 2001

31 March 2001




Restated




(Note 2)


(unaudited)

(audited)


HK$'000

HK$'000

At 1 April 2001/2000 as previously reported
30,866

347,135

Effect of adopting SSAP 9 (Revised)
989,730

133,510

Effect of adopting SSAP 29
(1,887,850
)
(1,306,973
)

Effect of adopting SSAP 31
(165,640
)
-

Reversal of transfer to other reserves
103,628

-

As at 1 April 2001/2000 as restated
(929,266
)
(826,328
)

Dividend paid
(1,103,116
)
(216,452
)

Profit for the period/year
765,384

113,514

Repurchase of shares
(256,892
)
-

Accumulated losses
(1,523,890
)
(929,266
)

12.
Condensed balance sheet of the Company


As at

As at


31 December 2001

31 March 2001




Restated




(Note 2)


(unaudited)

(audited)


HK$'000

HK$'000

Tangible fixed assets
3,792

5,713

Investments
2,327,875

2,327,975

Current assets
3,080,356

3,875,484

Current liabilities
(396,430
)
(63,008
)

Net current assets
2,683,926

3,812,476

Total assets less current liabilities
5,015,593

6,146,164

Capital 
187,609

187,849

Reserves
4,718,581

4,589,893

Retained profits
109,099

1,368,118

Long-term liabilities
304

304


5,015,593

6,146,164
BUSINESS REVIEW

In the third quarter of the financial year, the computer market in the PRC experienced a slower growth of about 12% due to weaker macroeconomic landscape. In accordance with this sluggish market situation, Legend has adopted proactive measures which succeeded in maintaining a healthy growth in the Group's business, and resulting in a rise in both gross profit and net profit margins.

The major measures adopted by the Group during the quarter included: (1) Adjusting sales target and strategies and managing staff's expectation. Instead of using aggressive price-cut strategies to achieve sales target, more efforts were put on maintaining average selling prices and gross margin. Being the market leader, Legend's move had also helped to maintain the market order. (2) Inspiring staff with entrepreneurial and innovative spirits, enhancing management efficiency and effectiveness, and tightening cost controls. This led to a rise in net profit margin. (3) Total commitment to implementing the Group's two major corporate strategies, namely the transformation into a service-oriented and technological innovative company. This succeeded in laying strong foundations for the future development of the Company.

The Group has also achieved satisfactory progress in building its service system. (1) To tailor for the special needs of small and medium sized enterprises (SMEs), Legend has cooperated with its sales channels (distributors and integrators) to develop a variety of applications solutions. Targeting at the sales channels and SMEs, the "Hand-in-hand" marketing activities were organized to provide clients with value-added services and boost product sales. (2) To enhance the service quality for large corporate clients, an "Account Manager System" has been established which allows clients an easy access to Legend's internal resources. (3) The service capabilities of the call center were further enhanced with the introduction of the "One-Code Service". The customer representatives can quickly retrieve customer information from the system and provide service more efficiently. (4) Developing and promoting service package products: Tailoring for the special needs of corporate clients, the Group recently started to offer "Legend Whole-hearted Service Package" on a contract basis.

In the technological innovation aspect, the followings were achieved during the review period: (1) Increasing investment in R&D: The Group has strengthened its research and development in core IT technologies and recruited additional talents well-versed in innovative technologies. (2) Rolling out easy-to-use and user-friendly products suitable for Chinese users: The launch of the "Kaitian" commercial computer series, which incorporates applications solutions for use in corporate network environment, was well received in the market. Legend's share in the commercial desktop market has been increasing with the success of the "Kaitian" series. During the quarter, the Group has launched a new generation of home PCs, the Home Cyber Port computer series, "Supremia" and "Premia" together with 7 digital peripherals. This new home PC product series accounted for 24% of the Group's total home PC unit shipment. This quarter also saw the debut of Legend's notebook computer with wireless networking functions. This is the first time the Group applied wireless technologies on its notebook computer products. In view of the growing number of different industries using handheld devices for information retrieval and data collection, Legend has developed a variety of applications solutions tailored for their needs.

PROSPECTS

Looking ahead, China's entry into the WTO will definitely bring in  a lot of opportunities for IT industries. Currently, enterprises in the PRC have been working hard to explore ways of enhancing management efficiency and competitiveness by means of information technologies. On 25th November 2001, the "Conference of Promoting IT Applications in Enterprises", jointly organized by the State Economic & Trade Commission and Ministry of Information Industry, was called in Legend's headquarters. Chaired by senior personnel of the Central Government, leaders of 100 large Chinese enterprises took part in the conference to share the experiences of Legend's President concerning the development of the management information system at Legend. Participants highly appreciated Legend's achievement in this area and look forward to further cooperation.

Legend's management is very confident about the future development of the Group. With the strong management foundations as well as the entrepreneurial and innovative spirits, the management led the staff to overcome the difficulties and encounter the challenges in 2001 amidst the market adjustment. Apart from working towards healthy business growth, the management is also determined in implementing its two corporate strategies of transforming Legend into a service-oriented and technological innovative company. Such measures are conducive to bringing in long-term and stable returns to shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

At the period end, the Group had cash and bank deposits of approximately HK$2,151 million (2000/01: HK$2,634 million) and outstanding bank borrowings and other loans of approximately HK$15 million (2000/01: HK$832 million, of which HK$813 million was borrowed for DCHL business). There are no assets held under finance lease as at the period end (2000/01: nil).

The Group continued to follow the practice of prudent cash management during the period. When necessary, the Group will engage in currency hedging against exchange risks.

The Group's gearing ratio at the period end was 0.004 (2000/01: 0.21) which is calculated based on the Group's total borrowings at approximately HK$15 million (2000/01: HK$832 million) and the shareholders' funds of approximately HK$3,429 million (2000/01: HK$3,917 million). The Group has adopted a prudent borrowing policy with gearing ratio being maintained at an acceptable level.

The capital expenditure of the Group for the 9 months ended 31 December 2001 amounted to approximately HK$551 million (2000/01: HK$529 million).

Management is comfortable that the existing financial resource will be sufficient for future expansion plans. Should other opportunities arise requiring additional funding, management believes that the Group is in a good position to obtain financing on favourable terms.

Contingent liabilities and capital commitments

The Group had no material contingent liabilities and capital commitments as at the period end and at 31 March 2001.

EMPLOYEES

The Group has approximately 10,888 (2000/01: 11,417) employees. Remuneration of the Group's employees includes basic salaries and bonuses. The Group incurred staff costs of approximately HK$531 million and HK$625 million for the 9 months ended 31 December 2001 and last corresponding period respectively.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the nine months ended 31 December 2001, the Company repurchased its own shares on the Stock Exchange of Hong Kong Limited (the "Stock Exchange") as follows:





Aggregate





consideration


Number of shares
Highest price 
Lowest price 
(including 

Month/Year
repurchased
per share
per share
expenses)



HK$
HK$
HK$'000

August 2001
30,882,000
4.225
3.400
122,686

September 2001
19,422,000
3.375
2.575
57,123

December 2001
20,220,000
3.975
3.525
77,083

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

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

AUDIT COMMITTEE

The Audit Committee of the Company has reviewed with management the accounting principles and practices adopted by the Group and discussed internal control and financial reporting matters including a review of these unaudited quarterly financials. 

CODE OF BEST PRACTICE

None of the Directors is aware of any information that would reasonably indicate that the Company is not, or was not for any part of the accounting period under review, in compliance with the Code of Best Practice, as set out in Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange, except that Non-Executive Directors of the Company are not appointed for a specific term as they are subject to retirement by rotation in accordance with the Company's Articles of Association.


By Order of the Board


Liu Chuanzhi


Chairman

Hong Kong, 4 February 2002

"Please also refer to the published version of this announcement in the South China Morning Post "
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