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Interim Results

The board of directors (the “Board”) of Lenovo Group Limited (the “Company”) is pleased to announce the unaudited results

of the Company and its subsidiaries (the “Group”) for the six months ended September 30, 2005 together with comparative

figures for the corresponding period of last year.

Condensed Consolidated Income Statement

3 months 6 months 3 months 6 months

ended ended ended ended

September 30, September 30, September 30, September 30,

2005 2005 2004 2004

(unaudited) (unaudited) (unaudited) (unaudited)

Note HK$’000 HK$’000 HK$’000 HK$’000

Turnover 3 28,494,326 48,107,168 5,654,798 11,532,708

Earnings before interest, taxation,

depreciation and amortization expenses 948,418 1,777,430 255,662 608,114

Depreciation expenses and amortization

of prepaid lease payments (133,629) (236,923) (50,463) (101,888)

Amortization of intangible assets (205,994) (367,449) (7,461) (15,891)

Amortization of share-based compensation (57,020) (70,165) – –

Impairment of assets – – (20,363) (51,364)

Gain/(loss) on disposal of investments

and available-for-sale financial assets 1,670 (1,027) 110,294 164,382

Finance income 44,245 67,261 20,895 41,646

Profit from operations 4 597,690 1,169,127 308,564 644,999

Finance costs 5 (94,219) (146,662) (2,776) (3,500)

503,471 1,022,465 305,788 641,499

Share of profits/(losses) of jointly

controlled entities – 1,073 (6,090) (10,110)

Share of profits/(losses) of

associated companies 3,402 (1,827) (2,051) (246)

Profit before taxation 506,873 1,021,711 297,647 631,143

Taxation 6 (132,600) (284,261) (13,593) (24,905)

Profit for the period 374,273 737,450 284,054 606,238

Profit attributable to:

Shareholders of the Company 354,167 711,162 290,046 626,871

Minority interests 20,106 26,288 (5,992) (20,633)

374,273 737,450 284,054 606,238

Dividend 7 NA 212,431 NA 179,357

Earnings per share

– basic 8 3.95 HK cents 8.07 HK cents 3.89 HK cents 8.39 HK cents

– diluted 8 3.92 HK cents 8.04 HK cents 3.88 HK cents 8.38 HK cents
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Condensed Consolidated Balance Sheet

As at As at

September 30, March 31,

2005 2005

(unaudited) (restated)

Note HK$’000 HK$’000

Non-current assets

Intangible assets 14,823,025 513,078

Property, plant and equipment 1,431,532 827,876

Prepaid lease payments 50,627 50,268

Construction-in-progress 248,588 257,159

Investments in jointly controlled entities 182,379 191,523

Investments in associated companies 50,244 52,067

Investment securities – 62,970

Available-for-sale financial assets 230,389 –

Deferred tax assets 255,679 53,498

Other non-current assets 8,848 569,673

17,281,311 2,578,112

Current assets

Inventories 2,461,798 878,900

Trade receivables 9 5,446,475 851,337

Notes receivable 826,169 1,137,174

Deposits, prepayments and other receivables 5,642,352 567,046

Cash and cash equivalents 11,671,576 3,019,385

26,048,370 6,453,842

Current liabilities

Trade payables 9 15,806,565 2,276,070

Notes payable 430,418 195,032

Accruals and other payables 10 9,443,119 716,906

Amounts due to jointly controlled entities 108,244 108,446

Tax payable 315,760 493

Current portion of long-term liabilities 12 141,538 175,866

26,245,644 3,472,813

Net current (liabilities)/assets (197,274) 2,981,029

Total assets less current liabilities 17,084,037 5,559,141

Financed by:

Share capital 11 221,126 186,870

Reserves 9,008,018 5,017,528

Shareholders’ funds 9,229,144 5,204,398

Minority interests 50,497 23,609

Total equity 9,279,641 5,228,007

Long-term liabilities 12 7,804,396 331,134

17,084,037 5,559,141
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Condensed Consolidated Cash Flow Statement

6 months 6 months

ended ended

September 30, September 30,

2005 2004

(unaudited) (unaudited)

HK$’000 HK$’000

Net cash inflow from operating activities 8,682,629 598,326

Net cash outflow from investing activities (5,295,040) (18,532)

Net cash inflow/(outflow) from financing activities 5,281,240 (103,601)

Increase in cash and cash equivalents 8,668,829 476,193

Effect of foreign exchange rate changes (16,638) 125

Cash and cash equivalents at the beginning of the period 3,019,385 2,650,071

Cash and cash equivalents at the end of the period 11,671,576 3,126,389
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Condensed Consolidated Statement of Changes in Equity

Convertible

rights in

respect of

convertible Retained

preferred Surplus Investment Share Share-based earnings/

Share Share shares and arising on Exchange revaluation redemption compensation (Accumulated

capital premium warrant rights consolidation reserve reserve reserve reserve losses) Total

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Balance as at April 1, 2005 186,870 4,761,498 – 27,871 2,093 (3,530) 3,086 – 226,510 5,204,398

Adoption of HKFRS 3 – – – (27,871) – – – – 27,871 –

As restated 186,870 4,761,498 – – 2,093 (3,530) 3,086 – 254,381 5,204,398

Fair value loss on

available-for-sale

financial assets – – – – – (30,247) – – – (30,247)

Exchange differences – – – – 12,810 – – – – 12,810

Profit for the period – – – – – – – – 711,162 711,162

Issue of ordinary shares 43,572 4,291,820 – – – – – – – 4,335,392

Issue of convertible

preferred shares and

warrants – – 310,824 – – – – – – 310,824

Exercise of share options 1,577 150,820 – – – – – – – 152,397

Share-based compensation – – – – – – – 70,165 – 70,165

Repurchase of shares (10,893) (1,176,438) – – – – – – – (1,187,331)

Contributions to employee

share trust – – – – – – – (104,168) – (104,168)

Dividend paid/payable – – – – – – – – (246,258) (246,258)

As at September 30, 2005 221,126 8,027,700 310,824 – 14,903 (33,777) 3,086 (34,003) 719,285 9,229,144

Balance as at April 1, 2004 186,890 4,762,526 – 27,871 4,581 (5,976) 2,898 – (490,066) 4,488,724

Fair value loss on

investment securities – – – – – (1,322) – – – (1,322)

Exchange differences – – – – 13 – – – – 13

Profit for the period – – – – – – – – 626,871 626,871

Reserves written off on

disposal of subsidiaries – – – – (2,377) – – – – (2,377)

Reserves realized on

disposal of investment

securities – – – – – (12,908) – – – (12,908)

Impairment of investments – – – – – 19,601 – – – 19,601

Exercise of share options 128 11,556 – – – – – – – 11,684

Repurchase of shares (188) (16,093) – – – – 188 – – (16,093)

Dividend paid – – – – – – – – (224,192) (224,192)

As at September 30, 2004 186,830 4,757,989 – 27,871 2,217 (605) 3,086 – (87,387) 4,890,001
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Notes to the Condensed Interim Financial Statements

1. Basis of preparation

The Board is responsible for the preparation of the Group’s unaudited condensed interim financial statements. These

unaudited condensed interim financial statements have been prepared in accordance with Hong Kong Accounting

Standard 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants and

Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. They have

been prepared under the historical cost convention except that available-for-sale financial assets and financial assets

and liabilities are stated at fair value. These unaudited condensed interim financial statements should be read in

conjunction with the 2004/05 annual financial statements.

The principal accounting policies and methods of computation used in the preparation of these unaudited condensed

interim financial statements are consistent with those used in the annual financial statements for the year ended March

31, 2005 except that the Group has changed certain of its accounting policies following its adoption of new/revised

Hong Kong Financial Reporting Standards (“HKFRSs”) and Hong Kong Accounting Standards (“HKASs”) commencing

on April 1, 2005.

The substantial changes to the Group’s accounting policies and the material effect of adopting these new policies are

set out in note 2 below.

2. Changes in accounting policies

The effects of adopting new/revised HKAS and HKFRS are set out below:

HKAS 17 “Leases”

The adoption of revised HKAS 17 has resulted in a change in the accounting policy relating to the reclassification of

prepaid lease payments from property, plant and equipment to operating leases. The up-front prepayments made for

the prepaid lease payments are expensed in the income statement on a straight-line basis over the period of the lease

or where there is impairment, the impairment is expensed in the income statement. In prior years, the prepaid lease

payments were accounted for at cost less accumulated amortization or depreciation and accumulated impairment

losses.

The adoption of revised HKAS 17 resulted in:

As at As at

September 30, March 31,

2005 2005

(unaudited) (unaudited)

HK$’000 HK$’000

Decrease in property, plant and equipment (50,627) (50,268)

Increase in prepaid lease payments 50,627 50,268

6 months ended 6 months ended

September 30, September 30,

2005 2004

(unaudited) (unaudited)

HK$’000 HK$’000

Decrease in depreciation expenses (601) (596)

Increase in amortization of prepaid lease payments 601 596
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Notes to the Condensed Interim Financial Statements (continued)

6. Taxation

The amount of taxation charged to the consolidated income statement represents:

3 months 6 months 3 months 6 months

ended ended ended ended

September 30, September 30, September 30, September 30,

2005 2005 2004 2004

(unaudited) (unaudited) (unaudited) (unaudited)

HK$’000 HK$’000 HK$’000 HK$’000

Taxation outside Hong Kong 330,918 485,297 13,154 24,834

Deferred taxation (198,318) (201,099) 454 (62)

132,600 284,198 13,608 24,772

Share of taxation attributable to:

jointly controlled entities – 63 (15) 11

associated companies – – – 122

132,600 284,261 13,593 24,905

7. Dividend

6 months 6 months

ended ended

September 30, September 30,

2005 2004

(unaudited) (unaudited)

HK$’000 HK$’000

Interim dividend, declared after period end, of 2.4 HK cents

(2004/05: 2.4 HK cents) per ordinary share 212,431 179,357

8. Earnings per share

(a) Basic

Basic earnings per share is calculated by dividing the profit attributable to shareholders of the Company by the

weighted average number of ordinary shares in issue during the period.

6 months 6 months

ended ended

September 30, September 30,

2005 2004

(unaudited) (unaudited)

Profit attributable to shareholders of the Company (HK$’000) 711,162 626,871

Weighted average number of ordinary shares in issue 8,812,613,228 7,476,022,359
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Notes to the Condensed Interim Financial Statements (continued)

8. Earnings per share (continued)

(b) Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding

due to the effect of all dilutive potential ordinary shares. The Company has three categories of dilutive potential

ordinary shares: convertible preferred shares, share options and warrants. The convertible preferred shares are

antidilutive as the amount of the dividend and related finance costs in the current period per ordinary share

attainable on conversion exceeds basic earnings per share and they are excluded from the weighted average

number of ordinary shares in issue for calculation of diluted earnings per share. For the share options and

warrants, a calculation is done to determine the number of shares that could have been acquired at fair value

(determined as the average periodic market share price of the Company’s shares) based on the monetary value of

the subscription rights attached to outstanding share options and warrants. The number of shares calculated as

above is compared with the number of shares that would have been issued assuming the exercise in full of the

share options and warrants.

6 months 6 months

ended ended

September 30, September 30,

2005 2004

(unaudited) (unaudited)

Profit attributable to shareholders of the Company (HK$’000) 711,162 626,871

Weighted average number of ordinary shares in issue 8,812,613,228 7,476,022,359

Adjustments for share options and warrants 27,556,610 6,162,854

Weighted average number of ordinary shares in issue

for calculation of diluted earnings per share 8,840,169,838 7,482,185,213

9. Ageing analysis

Ageing analysis of trade receivables as at September 30, 2005 is as follows:

As at As at As at

September 30, June 30, March 31,

2005 2005 2005

(unaudited) (unaudited) (audited)

HK$’000 HK$’000 HK$’000

0-30 days 4,059,429 4,802,601 588,389

31-60 days 919,431 700,464 56,966

61-90 days 368,436 46,591 40,702

Over 90 days 99,179 74,037 165,280

Total 5,446,475 5,623,693 851,337

Customers are generally granted credit terms of 30 days. Credit terms for customers of systems integration business

normally ranging from 30 days to 180 days.




