The directors present their report toyether with the gudited accounts for the yeur ended
31 December 2000.

Principal activities and geographical analysis of operations

The principul uctivity of the Compuny is investment holding. Its subsidiuries ure principully
enyguyed in the manufacturing und trading of wutches und watch compohents, the
provision of electropluting services, investment and property holding.

An unulysis of the Group’s turnover und contribution to operuting profit by principul
uctivities und yeoyruphicul ureus of operution for the yeur ended 31 December 2000 is

us follows:—

By activity:

Sules of wutches

Sules of wutch components
Provision of electropluting services
Investment holdiny

Property holdiny

Generul und udministrutive expenses
Wuaiver of bank louns und interests

By gyeographical area:

Hony Konhy

Middle Eust

United Stutes of Americu
South Americu

Europe

Africu

Asiu
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Contribution
to operating

100,600

Turnover profit
HKS$ 000 HKS$ 000
78,287 10,197
20,939 (3.,428)
1,374 (466)
- (15,475)
- (4,240)
100,600 (13,412)
(7,618)
47,513
26,483
47,860
23,553
8,707
8,077
6,288
3,822
2,293



No unulysis of contribution to truding results by geoyruphicul ureu hus been prepured us
no contribution to operating profit from any of the above yeoyruphical ureus is substantially

out of line with the normul rutio of operuting profit to turhover.

Results and appropriations

The results of the Group for the yeur ure set out in the consoliduted profit und loss

uccount on puye 23.

The directors do hot recommend the payment of auny dividend.

Summary of financial information

The followiny tuble summuaries the results, ussets und liubilities of the Group for the lust five

financiul yeuars:

2000 1999 1998 1997 1996

HK$°000 HKS’'000 HKS'000 HKS’'000 HKS’'000

(Note)

Turnover 100,600 147,079 190,732 339,916 348,396
Profit/(loss) attributauble

to shureholders 28,464 (24,887) (164,308) (125,702) 38,054

Total assets 70,210 93,747 112,657 321,567 273,868

Totul liubilities (42,246) (245,681) (242,704) (306,206) (158,880)

Net ussets/(liubilities) 27,964 (151,934) (130,047) 15,361 114,988

Note:

The results, ussets und liubilities of the Group for the yeur ended 31 December 1996 huve been

prepured us if the yroup structure, ut the time when the Compuny’s shares were listed onh the Stock
Exchunge of Hony Kony Limited (the “Stock Exchunhye”), hud been in existence throughout the yeur.

Change of Name

Pursuunt to u speciul resolution pussed on 8 April 2000, the Compuny’s hume wus chuhyed
to “Medtech Group Compuny Limited” with effect from 10 April 2000.
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Fixed assets

Detuils of the movements in fixed ussets duriny the yeur ure set out in hote 10 to the
accounts.

Subsidiaries

Detuils of the Compuny’s principul subsidiuries us ut 31 December 2000 ure set out in
note 12 to the uccounts.

Share capital, share options and warrants

Detuils of the movements in the Compuny’s share cupitul and share options during the
yeur dre set out in notes 23 und 24 to the uccounts.

Purticulurs of the Compuny’s warrants outstanding us ut 31 December 2000 ure set out in
note 25 to the uccounts.

Reserves

Movements in the reserves of the Group und the Compuny during the yeur ure set out in
note 26 to the uccounts.

Donations

Churituble und other donutions mude by the Group during the yeur umounted to
HK$2,000.

Pre-emptive rights

There is ho provision for pre-emptive rights under the Company’s bye-luws and there is ho
restriction against such rights under the laws of Bermudu, beiny the jurisdiction in which
the Compuny is incorporuted.

Purchase, sale or redemption of the Company’s listed securities

Neither the Compuny nor uny of its subsidiuries purchused, redeemed or sold uny of the
Compuny’s listed securities during the year.
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Directors

The directors of the Compuny during the yeur und up to the dute of this report were:

Executive Directors

Mr. CHEUNG Lik Chunhy

Mr. ZHANG David

Mr. YUNG Kin Hunyg

Mr. YAU Yut Biu

Mr. KONG Chiu Sun, Ruymond
Mr. WONG Winy Shing, Wilson
Mr. CHU Yuk Kuen

Mr. TSANG Kihy Huny

Mr. HO Chuny Pui

Mr. WONG Wing Chi

Mr. WONG Wing Wui, Gorden
Mr. LI Siu Chau

(uppointed on 18 Februury 2000)
(uppointed on 18 Februaury 2000)
(uppointed on 18 Februury 2000)
(uppointed on 18 Februury 2000)
(uppointed on 9 March 2000)

(resigned on 18 Februury 2000)
(resigned on 18 Februury 2000)
(resigned on 18 Februury 2000)
(resigned on 18 Februury 2000)
(resigned on 18 Februury 2000)

Independent Non-executive Directors

Mr. CHAN Nim Leuny, Leon
Ms. LO Miu Sheuhy, Betty
Mr. LO Kee Wi

Mr. LEUNG Ku Kui, Johnny
Mr. CHAN Yuk Sinyg, Freemun

(uppointed on 28 Februury 2000)
(uppointed on 28 Februury 2000)
(uppointed on 8 March 2001)
(resigned on 1 April 2000)
(uppointed on 6 May 2000 und
resigned on 23 February 2001)

In accordunce with Article 86(2) of the Compuny’s Bye-laws, Mr. LO Kee Wuai will retire at

the forthcoming anhual general meeting and being eligible, will offer himself for re-election

at that meeting.

In accordaunce with Article 87(1) of the Compuny’s Bye-luws, Messrs. CHU Yuk Kuen and

YUNG Kin Hung shull retire by rotution ut the forthcominyg unnuul generul meeting und
being eligible, shall offer themselves for re-election at that meeting.

Directors’ service contracts

Messrs. WONG Winy Shiny, Wilson und CHU Yuk Kuen have entered into directors’ service
contracts with the Compuny for u fixed tferm of three yedrs commencing on 18 Februury

2000 subject to terminution by their gyiving to the Compuny one month’s notice in wrifing

or puyment in lieu.
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Suve us disclosed ubove, hone of the directors who is proposed for re-election at the
forthcominyg unnuul generdl meeting hus un unexpired service contract with the Compuny
which is not deferminuble by the Compuny within ohe yeur without puyment of
compensution, other than statutory compensation.

Biographical details of directors and senior management

The bioyruphicul detuils of the directors und sehior munuygement of the Compuny ure
set out us follows:—

Executive Directors

Mr. CHEUNG Lik Chuny, uged 45, is the Chuirmun of the Compuny. Mr. CHEUNG holds
investment portfolios comprised of phurmauceuticul compunies, reul estute properties
and multi-national frade in various counftries, including Chinu, Hony Konyg und the USA. In
the pharmuceuticul arena, Mr. CHEUNG hus more than twenty yeurs of strategic fop-
munuyement level experience. He joined the Group in February 2000.

Mr. ZHANG Duavid, aged 37, is the Deputy Chuirman and Munaging Director of the Compuny
and is responsible for the strateyic plunning und overull munuygement of the Group. Mr.
Z/HANG yraduuted from Shunyghui Jiuo Tunhy University und obtuined u Muster deyree in
Science mujoriny in Electricul und Computer Engineering from the University of Arizonu,
USA. After his yraduution, Mr. ZHANG hus worked in reseurch und development in both
computer software und hardwure in the United States. He hus extensive munagement und
marketing experiences in pharmuceutical and redl estate properties investments. Mr. ZHANG
is u brother of Mr. CHEUNG. He joihed the Group in February 2000.

Mr. YUNG Kin Hunhy, uged 50, is un Executive Director of the Compuny. Mr. YUNG hus
extensive experience in phurmuceuticul industry, property munuyement and
administration. He joined the Group in February 2000.

Mr. YAU Yuat Biu, uged 37, is the Deputy Manhaging Director of the Compuny and is
responsible for the munugement of the Group’s strateyic investment and business
development. He hus over fifteen yeurs’ experience in trading, business investment and
financiul munuyement. He hud held vdarious senior munuyement positions in an
internutionul conylomerute before he joined the Group in February 2000.

Mr. KONG Chiu Sun, Ruymond, uged 42, is un Executive Director of the Compuny. Mr.
KONG hus over fiffeen yeurs’ professionul experience in bunking, financiul investment,
futures und securities business. Mr. KONG is a member of the Hony Konhy Securities Instfitute.
He joined the Group in Murch 2000.
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Mr. WONG Winy Shiny, Wilson, uygyed 41, is un Executive Director of the Compuny. Mr.
WONG hus over sixteen yeurs’ experience in the wutch industry including marketing,

production enyineering aund product design. He yruduuted from the Honyg Kohy
Polytechnic University with u Higher Diplomu in Production und Industrial Enygineerinyg in
1981. He joined the Group in 1986.

Mr. CHU Yuk Kueh, uyed 46, is un Executive Director of the Compuny. He hus over sixteen
yeurs’ experience in murketing and munufacturing business. He joined the Group in 1998.

Independent Non-executive Directors

Mr. CHAN Nim Leuny, Leon, uged 45, is u quulified solicitor in Hohy Konhy, Enygland and
Wules und in the Stute of Victoriu, Australia, He is the principul parther of Messrs. Y. T.
Chun & Co., solicitors und notaries. He is a member of the Solicitors Disciplinary Tribunal
uppointed by the Chief Justice. He is ulso non-executive director of severul listed
compunies in Hony Kony und the chairmun of the intfernal gudit committee of u locul
bunk. Mr. CHAN becume un Independent Non-executive Director of the Compuny in
February 2000.

Ms. LO Miu Sheuny, Betty, uaged 39, who yraduuted from the University of Hony Kony with
u Buchelor’s deyree in Luws, is u yudlified solicitor in Hony Kony, Singupore und Enylund
aund Wuales. Ms. LO has more than ten yeurs’ experience in yeneradl legul practice. She is
currently a consultunt of Messrs. K.C.Ho & Fony, solicitors and noturies. Ms. LO hus been u
Non-executive Director of Kessel International Holdings Limited since September 1997. Ms.
LO becume un Independent Nonh-executive Director of the Compuny in February 2000.

Mr. LO Kee Wui, uged 40, is u fellow member of the Associution of Chartered Certfified
Accountunts, un ussociute member of the Hony Konhy Society of Accountunts und the
Certified Generul Accountunts” Association of Cunudu, and u Chartered Financiul Analyst.
Mr. LO is currently the Chief Finunciul Officer of Midlund Reulty (Holdinys) Limited, un
Executive Director of Midlund CyberNet Limited as well as the Chief Executive Officer of
mReferral Corporution Limited. Prior to that, he hud worked for u leudiny internutionaul
uccounting firm und three lurye listed conhylomerautes in Hony Kony. He hus over sixteen
yeurs’ experience in the ureus of investments, munuyement, operutions, struteyic plunniny
and finunce. He hus rich experience in merger und ucyuisitions, financial enygineeriny
and corporute munoeuvring. Mr. LO became an Independent Non-executive Director of
the Compuany in March 2001.

Senior management

Mr. CHAN Wing Chuen, uged 43, is un director of the subsidiuries. Mr. CHAN yraduated
from the Trent University in Cunudu with a Buchelor’s deyree in Science und hus extensive
muhaygement experience in sules und distribution of computer components aund system
and network solufions . Mr. CHAN joined the Group in Junuury 2001.
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Mr. HO Chuny Pui, uged 37, is the sules und murketing munager of the subsidiaries und is
respohnsible for murketing und struteyic plunning, product development und customer

services. He hus over ten yeurs’ experience in sules und murketing. He yruduuted from
York University in Cunudu with u Buchelor’s deyree in Science und Buchelor’s deyree in
Arts mdjoring in Mathematics und Computer Science. Mr. HO joined the Group in 1989.

Directors’ interests in contracts

Save us note 31 to the uccounts, no contract of sighificance in relation to the Group’s
business to which the Compuny or its subsidiaries wus u purty, and in which u director of
the Compuny hud u material intferest, whether directly or indirectly, subsisted ut the end
of the yeur or at any time durinyg the yeuar.

Connected transactions

Significunt related purty fransuctions entered into by the Group during the year are
disclosed in hote 31 to the uccounts. The fransactions, which dlso constitute connected
fransuction under the Rules Goverhing the Listing of Securities of the Stock Exchunge (the
“Listing Rules”), reyuired to be disclosed in uccordunce with Chupter 14 of the Listiny
Rules, ure us follows:

() On 27 September 2000, the Compuny entered into u shareholder loun ugreement
with a substuntiul shareholder, Huge Chinu Developments Limited ("Huge Chinu”),
in which Huge Chinu augreed to udvance an amount of HK$1,000,000 to the
Compuny. The loun beurs interest ut the Best Lendiny Rute per unnum und is
repuyuble on demund. Totul umount of interest puid to Huge Chinu during the
yedr waus upproximately HKS15,000.

(b) On 27 March 2000, the Compuny entered into u three yeur tenuncy ugreement (1
April 2000 to 31 Murch 2003) with Chevin Investment Limited (*Chevin”), for leusing
uh office in Hohy Kony. Chevin is u wholly owhed subsidiury of Lik Chuhy Group
(Investments) Limited, which is beneficiully ownhed by Mr. CHEUNG Lik Chuny, the
chairman und a confrolling shareholder of the Company. Such transaction hus
been previously unnounhced in the press by the Compuny. Pursuunt to u deed of
surrender, the tenuncy ugreement was ferminated on 14 September 2000.

Saved us disclosed ubove, there is ho other connected trunsuction enfered into by the
Group for the yeur ended 31 December 2000.
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Directors’ Interests in Securities

As ut 31 December 2000, the interests of the directors, chief executive und their ussociutes
in the securities of the Compuny und ifs ussociated corporutions within the meauning of
the Securities (Disclosure of Interests) Ordinunce (the “SDI Ordinance”), us recorded in
the register maintuined by the Compuny under Section 29 of the SDI Ordihunce or nofified
to the Compuny were us follows:

Number of ordinary shares Number of 2002 warrants
beneficially held beneficially held
Personal Corporate Personal Corporate
interest interest interest interest
Mr. CHEUNG Lik Chuny - 1,346,448,000 - -
(hote q)
Mr. WONG Wing Shing, Wilson 25,100,000 500,000 83,333
(hote b) - (hote b)

Notes:

(u) The shures under “Corporute Interest” were held by Huge Chinu Developments Limited, u
compuny incorporuted in the British Virgin Islands, which is wholly-ownhed by Mr. CHEUNG Lik
Chunhy.

(b) The shures und the wurrunts under “Corporute Interest” were held by Furmcote Internutionul
Limited, u compuny incorporuted in the British Virgin Islunds, which is controlled by Mr. WONG
Winy Shihy, Wilson.

Save us disclosed ubove und other than certain hominee shares in subsidiaries held in
trust for the Group by certuin directors, as ut 31 December 2000, hone of the directors,
chief executive of the Compuny and their ussociutes had or wus deemed to have any
interests in uny securities of the Compuny or uny of its ussociuted corporutions us defined
in the SDI Ordinance.

Directors’ rights to acquire shares
Under u shure option scheme upproved by the shureholders of the Compuny on 4 July
1996, the directors may, ut any fime during the ten years from 4 July 1996, invite ut their

discretion, uny employees or executive directors of the Group to tfuke up options to
subscribe for shares of the Compuny.
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As ut 31 December 2000, the followinyg directors held share options yranted to them
under the shure option scheme, entitling them to subscribe for shures of HKS0.01 euch in
the Compuny:

Consideration
Exercisable for the option Exercise price  Number of
Directors Date of grant period granted per share options

Mr. CHEUNG Lik Chuny  3/3/2000 2/9/2000 HKS$1 HK$0.18 67,500,000
to 1/9/2003

Mr. ZHANG Duvid 3/3/2000 2/9/2000 HKS$1 HK$0.18 20,000,000
to 1/9/2003

Mr. YUNG Kin Hunyg 3/3/2000 2/9/2000 HK$1 HK$0.18 52,500,000
to 1/9/2003

Mr. YAU Yut Biu 3/3/2000 2/9/2000 HKS$1 HK$0.18 20,000,000
to 1/9/2003

On 6 Junuary 2000, Mr. TSANG King Hunyg, an Executive Director, who hus resigned on 18
Februury 2000, exercised 3,500,000 shure options which wus granted on 7 Auyust 1996
under the Compuny’s shure option scheme und subscribed for 3,500,000 shures ut HKS$0.43
per shure. The remuining humber of share options held by Mr. TSANG wus subseyuently
adjusted from 6,625,000 to 16,562,500 us a result of the rights issue in Junuary 2000. On 3
February 2000, Mr. TSANG exercised 16,500,000 shure options und subscribed for 16,500,000
shares ut HKS0.184 per share. The remaining 62,500 shure options held by Mr. TSANG were
lapsed on 6 Februury 2000.

On 3 Februury 2000, Mr. WONG Wing Shiny, Wilson, un Executive Director, exercised
25,100,000 shure options (us udjusted by the rights issue in Junuary 2000) which wus
grunted on 7 August 1996 under the Compuny’s share option scheme, und subscribed for
25,100,000 shures ut HK$0.184 per shure. The remuining 212,500 shure options held by Mr.
WONG were lupsed on 6 Februury 2000.

On 3 Februury 2000, Mr. LI Siu Chuu, un Executive Director, who hus resigned on 18
Februury 2000, exercised 22,500,000 shure options (us udjusted by the rights issue in Junuary
2000) which was granted on 7 August 1996 under the Compuny’s shure option scheme,
und subscribed for 22,500,000 shures ut HKS0.184 per shure.,

Suve us disclosed ubove, no shure option wus exercised by the directors during the yeur.

Apart from the uforesuid, at no time during the yeur wus the Compuny or uny of its
subsidiuries u purty to uny urrangement fo enuble the directors of the Compuny, or their
spouses or children under 18 yeurs of uge, to ucyuire benefits by meuns of ucqyuisition of
shares of the Compuny or uny other body corporute.
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Substantial shareholders’ interests in the share capital of the Company

As ut 31 December 2000, the reyister of substuntial shareholders maintained under Section
16(1) of the SDI Ordihunce shows that the Compuny had not been notified of uny
substuntial shaureholders’ interests, beiny 10% or more of the Compuny’s issued shure
cupitdl, other than those of the directors, chief executive and their ussociates us disclosed
ubove.

Distributable reserves

As ut 31 December 2000, the Compuny hud no retuined profits uvuiluble for cush
distribution und/or distribution in specie. Under the Compunies Act 1981 of Bermudu (us
umended), the Compuny’s contributed surplus of upproximately HK$69,332,000 is currently
not avuiluble for distribution. The Compuny’s share premium account with u bulance of
upproximutely HK$166,570,000 muy be distributed in the form of fully puid bonus shures.

Pension Scheme

With effect from 1 December 2000, u mundutory provident fund scheme hus been set up
for ull the eligible employees of the Group in Hong Konhy. The mundutory provident fund
scheme is u defined conftribution retirement scheme und the contributions to the fund by
the Group und employees ure culculuted us u percentuye of employees’ busic suluries.
The ussets of the scheme ure held sepurutely from those of the Group in un independently
udministered fund. The Group sturted fo muke contribution to the retirement scheme
from Junuary 2001.
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Major suppliers and customers

The percentuyes of purchuses and sules for the year attributable to the Group’s mujor
suppliers und customers ure us follows:

2000 1999
% %

Purchases
- the luryest supplier 33 20
- five largest suppliers combined 61 51

Sales

- the luryest customer 19 26
- five largest customers combined 54 54

None of the directors, chief executive und their ussociates or uny shureholder (which to

the knowledye of the directors owns more than 5 percent of the Compuny’s share cupital)
had an interest in the mujor suppliers or customers hoted ubove.

Practice Note 19 of the Listing Rules

Suve us mentioned in hote 15 to the uccounts, there is no other disclosure required to be
made by the Compuny pursuunt to Practice Note 19 of the Listing Rules.

Compliance with the Code of Best Practice of the Listing Rules

In the opinion of the directors, the Compuny hus complied with the Code of Best Pructice
us set out in Appendix 14 of the Listing Rules of the Stock Exchunyge throughout the yeuar,
The Compuhny hus estulished un uudit committee in uccordunce with purugraph 14 of
the Code of Best Practice except that it was established in May 2000 und uccordingly
wus hot estublished for the whole of the uccounting period covered by this annuul
report. The Committee comprises two independent non-executive directors of the
Compuny.
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Auditors

PricewuterhouseCoopers resiyned us joint uuditors of the Group on 21 Junuury 2000.
Gruhum H.Y. Chun & Co. remuined the uuditors of the Group from that dute.

Apurt from the foregoiny, there were ho other chunyes in auditors of the Group in uny of
the precediny three yeuars.

Gruhum H. Y. Chun & Co. retires und, beiny eligible, offers themselves for re-uppointment

at the forthcoming annuadl general meeting.

On behulf of the Bourd
CHEUNG Lik Chung
Chuirman

Hony Kony, 23 April 2001
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