[ ]
c Hong Kong Pharmaceutical Holdings Limited
& B A X K5 E FR

FRHE

EE2H{REE/ Report of the Directors

EHTBREEFBEHEELEARLA ([FL
AL BACR A F (ARG ]) i —F R —
FEEZHA =+ —HILEEZFER G R LREZ
TABS K -

ERNEEHE

R FFRFEIA = FH 2 R PR
ZoRKNFEZAWBEHIN P H International
Holdings Limited) % & % [ Hong Kong
Pharmaceutical Holdings Limited] > #7 4 f it —
FEEFETHA=ZAEK-

FTEXEH

AN AR T 2 B BRI - 4% W
A E EEAEEERE KT TE KA Y -
R o U R ~ ) S5 R R 0 o R S R R S

ARG EZ B AL A R EER
B o B b SOl A - 2 6 36 A o AT 2 R TR
1) 2 K i R By ) 2 B R OF 2 B R R TE
T A A A A

X EEHE A R 2 32 2 S R S R M
14

The directors herein present their report and the audited financial
statements of Hong Kong Pharmaceutical Holdings Limited (the
“Company”) and its subsidiaries (the “Group”) for the year ended
31 March 2001.

Change of company name

Pursuant to a special resolution passed on 25 September 2000,
the name of the Company was changed from “N P H International
Holdings Limited” to “Hong Kong Pharmaceutical Holdings
Limited”. The new name became effective on 3 October 2000.

Principal activities

During the year, the principal activity of the Company is
investment holding. Its subsidiaries are principally engaged in
the wholesale and retail of Chinese and other medicines, health
products and dried seafoods, property investment and provision
of Chinese clinical services.

At the date of this report, the principal activities of the subsidiaries
of the Group include, in addition to the above mentioned,
scientific research, manufacture and sale of genetically engineered
and transgenic animal-produced pharmaceutical products in China
and medicine retail distribution operations in Hong Kong.

The principal activities of its principal subsidiaries are set out in
note 14 to the financial statements.
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Segmental information

2001 is as follows:

An analysis of the Group’s turnover and contribution to profit/
(loss) from operating activities by principal activity and
geographical area of operations for the year ended 31 March

gERER/
(&18) &R/

Contribution

EERH to profit/(loss) from
Turnover operating activities
2001 2000 2001 2000
T#x  Ti#x  TixT THEX
HK$'000 HK$000 HK$000 HK$ 000
REKES: By activity:
ES DT LY SN Wholesale and retail of Chinese and other
)~ (R E i B R medicines, health products and dried seafoods 35,963 25,040 (8,986)  (3,751)
WERE—MERA Property investment — rental income 2,597 2,526 2,286 2,165
$2 v 2 R IS Provision of Chinese clinical services 446 - (1,292) -
oAt Others - - (3,075) 3,718
39,006 27,566  (11,067) 2,132
R EE S : By geographical area:
Lk DN P i People’s Republic of China:
W I AT B IR Hong Kong 38,982 27,566  (10,918) 2,148
FoAth Hh 15 Elsewhere 24 - (149) (16)
39,006 27,566  (11,067) 2,132
XBERKRE Results and dividends

AEEMREE FZF—F=HA=+—HILFE
AR S AR w) BLAS SR TR % H 2 ZEHS IR DL
2B TTH 2 MWL R -

ISR R A RIR B

the year.
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The Group’s loss for the year ended 31 March 2001 and the state
of affairs of the Company and the Group at that date are set out
in the financial statements on pages 25 to 77.

The directors do not recommend the payment of any dividend for
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Summary financial information

A summary of the published results and of the assets and liabilities
of the Group for the last five financial years, as extracted from
the audited financial statements and reclassified as appropriate,
is set out on page 80 of the annual report. This summary is not
part of the audited financial statements.

Fixed assets and investment properties

Details of movements in the fixed assets and investment properties
of the Group are set out in note 12 to the financial statements.
Further particulars of the Group’s investment properties are set
out on pages 78 and 79 of the annual report. This summary is not
part of the audited financial statements.

Subsidiaries

Particulars of the Company’s principal subsidiaries are set out in
note 14 to the financial statements.

Bank loans, overdrafts and other

borrowings

Details of the bank loans, overdrafts and other borrowings of the
Company and the Group and the hire purchase contract payables
of the Group are set out in notes 24 to 26 to the financial
statements.

Interest capitalised

No interest was capitalised during the year.

Share capital and share options

Details of movements in the Company’s share capital and share
options during the year, together with the reasons therefor, are
set out in note 27 to the financial statements.

Convertible notes

Details of the Company’s convertible notes are set out in note 25
to the financial statements.
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Pre-emptive rights

There are no provisions for pre-emptive rights under the
Company’s bye-laws or the laws of Bermuda which would oblige
the Company to offer new shares on a pro rata basis to existing

shareholders.

Purchase, sale or redemption of listed
securities of the Company

Other than the subscription of 800 million new shares at a price
of HK$0.10 per share in April 2000 by Tin Ming Management
Limited, a wholly owned subsidiary of Hong Tau Investment Ltd.,
the substantial shareholder of the Company, and the placement
of 200 million new shares at a price of HK$0.10 per share and
134 million new shares at a price of HK$0.60 per share to
independent investors in April and September 2000, respectively,
neither the Company, nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the
year.

Reserves

Details of movements in the reserves of the Company and the
Group during the year are set out in note 28 to the financial
statements.

Distributable reserves

At 31 March 2001, the Company had no reserves available for
cash distribution and/or distribution in specie calculated in
accordance with the provisions of the Companies Act 1981 of

Bermuda (as amended).
In addition, the Company’s share premium account, in the amount

of HK$140,382,000, may be distributed in the form of fully paid
bonus shares.
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Major customers and suppliers

In the year under review, sales to the Group’s five largest
customers accounted for less than 30% of the total sales for the
year.

Purchases from the Group's five largest suppliers accounted for
45% of the total purchases for the year and purchases from the
largest supplier included therein accounted for 16%.

None of the directors of the Company or any of their associates
or any shareholders (which, to the best knowledge of the directors,
own more than 5% of the Company’s issued share capital) had
any beneficial interest in the Group’s five largest suppliers.

Directors

The directors of the Company during the year were:

Executive directors

Mr. Sun Hiu Lu
Ms. Huang Shuyun
Mr. Chu Kwan

Mr. Zhao Dake

Independent non-executive directors

Mr. Ng Wing Hang
Mr. Pang Chak Tong, Laurence

In accordance with article 87 of the Company’s bye-laws, Mr.
Zhao Dake will retire by rotation and, being eligible, will offer
himself for re-election at the forthcoming annual general meeting.

The independent non-executive directors do not have specific
terms of appointment but are subject to retirement on the same
basis as the executive directors as required by the Company’s

bye-laws.
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Directors and senior management
biographies

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 7 to 10 of
the annual report.

Remuneration of directors and five
highest paid individuals

Details of the remuneration of the directors and of the five highest
paid individuals in the Group are set out in notes 7 and 8 to the
financial statements, respectively.

Directors’ service contracts

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which
is not determinable by the Company within one year without
payment of compensation other than statutory compensation.

Directors’ interests in contracts
No director had a material interest in any contract of significance
to the business of the Group to which the Company, its

subsidiaries, its holding companies or its fellow subsidiaries was
a party during the year.
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Directors’ interests in shares

As at 31 March 2001, the interests of the directors in the share
capital of the Company or its associated corporations as recorded
in the register maintained by the Company pursuant to Section
29 of the Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”) were as follows:

Ordinary shares of the Company
FEZRNBBERERZME

Number of shares held
and nature of interest

& A e N AR
Per sonal Corporate
Interests Interests
Bt 7 Note - 823,400,000
Bt & Note - 823,400,000

Note: Hong Tau Investment Ltd. (“Hong Tau”), through its wholly owned
subsidiaries, Victory Hunter Holdings Limited (“Victory Hunter”)
(which holds 23,400,000 shares of the Company) and Tin Ming
Management Limited (“Tin Ming”) holds an aggregate number of
823,400,000 shares of the Company.

Hong Tau is owned as to 51% by Welcome Success Worldwide Ltd.
(“Welcome Success”) (which is owned equally as to 50% by each
of two directors of the Company, Mr. Sun Hiu Lu and Mr. Chu
Kwan), and as to 49% by H.H.K. Finance Company Limited
(“HHK").
(“Heilongjiang”) owns 80% interest in HHK.

Heilongjiang Economic Development Corp.

Accordingly, each of Hong Tau, Welcome Success, Mr. Sun Hiu
Lu, Mr. Chu Kwan, HHK and Heilongjiang is deemed to be
interested in 823,400,000 shares of the Company held by Victory
Hunter and Tin Ming.

The interests of the directors in the share options of the Company
are separately disclosed in the Section “Directors’ rights to acquire
shares”.

Save as disclosed above, none of the directors or their associates
had any personal, family, corporate or other interest in the share
capital of the Company or any of its associated corporations as
defined in the SDI Ordinance as at 31 March 2001.
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Directors’ rights to acquire shares

Pursuant to the Company’s share option scheme, the Company
granted options on the Company’s ordinary shares in favour of
certain directors, the summary details of which are as follows:

RZ2Z-%
RERRT  REREE ZA=Z+-B2 BREZ
ZEREZE ZBREZE BREHA ke
mRE Number of Number of Number of BREZ  Exercise
ZBREHE  shareoptions  share options share 1% priceof
Adjusted number of granted lapsed options at Exercise period share
EEHE Name of director share options  during the year  during theyear 31 March 2001 of share options options
iy
HK$
#HZLE  Ms Huang Shuyun 2,000,000 - (2,000,000) - 30-10-1997 to 29-10-2000 335
- 25,000,000 - 25,000,000 16-5-2000 to 15-5-2003 0.639
- 2,000,000 - 2,000,000  30-10-2000 to 29-10-2003 0.460
& BEE Mr ChuKwan 1,000,000 - (1,000,000) - 30-10-1997 to 29-10-2000 335
800,000 - (800,000) - 24-3-1998 to 23-3-2001 1.50
- 25,200,000 - 25,200,000 16-5-2000 to 15-5-2003 0.639
- 1,000,000 - 1,000,000  30-10-2000 to 29-10-2003 0.460
HEEBEE  Mr. SunHiuLu - 27,000,000 - 27,000,000 16-5-2000 to 15-5-2003 0.639
BATEE  Mr. Zheo Dake - 27,000,000 - 27,000,000 16-5-2000 to 15-5-2003 0.639
3,800,000 107,200,000 (3,800,000) 107,200,000
Hif 71 Note 1

BifaE 1 R RERENH N H o AL HET
A d A 4B 4 IR T (B 0. 2035 I 2 B 0 W s &
0.02itk 7T J% 48 45 1 A% 18T {16.0.02¥% 7T & IF 5y
20.20%% 7T 2 A OF By o HE A e & > # E
5 2 W FRHE T AT BB B AT AR 2N W) A v 2 iR
e ([BAT Ry ) ) ROM AT B 4% Hh 2 W
T HE SO - 2 A i W ) M S A 2 AT R (T AT

A5 J) A T

Note 1: On 26 April 2000, the Group underwent a capital restructuring
whereby the par value of each ordinary share of HK$0.10 was
reduced to HK$0.02 and every five ordinary shares of HK$0.02
each were consolidated into one consolidated ordinary share of
HK$0.10. As a result of the share consolidation, certain
adjustments were made to the number of shares in the share
capital of the Company which may be issued under the share
options granted (the “Issuable Shares”) and exercise prices
payable on exercise of the exercisable rights attaching to the
share options granted (the “Exercise Prices”).
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Directors’ rights to acquire shares (continued)

Based on the calculation, which is in accordance with the terms
and conditions of the share option scheme of the Company

EO/EdFEmT: adopted on 22 September 1997, the Issuable Shares and the
Exercise Prices were adjusted as follows:
R-ZZEZH R-ZZEZH
=A=t+-8 MA=+<A K
FEzBREHE LHREZBREZEA BREZTEE
Original number Adjusted number BREZTES Adjusted
of share options of share options Exercise period exercise price
EEpE Name of director at 31 March 2000 at 26 April 2000 of share options ~ of share options
i
HK$
Mzt Ms. Huang Shuyun 10,000,000 2,000,000  30-10-1997 to 29-10-2000 3.35
&k Bk Mr. Chu Kwan 5,000,000 1,000,000 30-10-1997 to 29-10-2000 3.35
4,000,000 800,000 24-3-1998 to 23-3-2001 1.50
19,000,000 3,800,000

Bif AT 2 o Sl A A A 7 AT (0 Bl RO

W L SO 8 # A0 > AR N AR A B LR A
AT o] B Jo 2 R R R 4 BB o R 2
BT SEAT A %2 B> Bl A A Rl 2 HE - 4 4%
Z FE AR BRI 1855 2 1 Lo T I AAS 2 R S
AR JFC Al 2 N TR A8 2 P 7 B A T A A R 4

A R P RE T B 2R O BB R R B R
27-

Note 2: No share options were exercised by the directors during the year.

Save as disclosed above, at no time during the year was the
Company, its holding companies or any of its subsidiaries and its
fellow subsidiaries a party to any arrangements to enable the
Company’s directors to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any

other body corporate.

Further details of the Company’s share option scheme are set out

in note 27 to the financial statements.
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WZEE—FZA =+ —H RBEHBEMS R Asat 31 March 2001, the following interests of 10% or more of

B 16(D) AR A W ZH T A7 B 2 HEZ B 5 M T the share capital of the Company were recorded in the register of

FOBk T 90 B AT A S 71 10%k LA B 2 A . interests required to be kept by the Company pursuant to Section
16(1) of the SDI Ordinance:

FREROEE
Number of shares held
REEZ# HiEkn REEE B
Name of Shareholder Direct interest Deemed interest %
Victory Hunter Bt 7 Note 23,400,000 - 19
Tin Ming [ # Note 800,000,000 - 64

Mt 7 :Hong Tau i i H 4 ¥ Kt )& 24 & Victory Hunter Note: Hong Tau, through its wholly owned subsidiaries, Victory Hunter

(#5745 23,400,000/ 4= 2 & B £3) & Tin Ming (which holds 23,400,000 shares of the Company) and Tin Ming

A L F5 45 823,400,000/ A< 2w B 45y holds an aggregate number of 823,400,000 shares of the Company.
Hong Tauft 51%# % FH Welcome Success (4% 24 Hong Tau is owned as to 51% by Welcome Success (which is owned
) L S R A ORISR A equally as to 50% by each of two directors of the Company, Mr.
H50%HE £t ) #5 > 49%HE fi B VE HE FE A o A HE Sun Hiu Lu and Mr. Chu Kwan), and as to 49% by HHK.
YL+ A 78 1 80%HE 1ii Heilongjiang owns 80% interest in HHK.
[Al It > Hong Tau ~ Welcome Success ~ 4 B #% 5¢ Accordingly, each of Hong Tau, Welcome Success, Mr. Sun Hiu
A RGeS T OB HE VL A B B Lu, Mr. Chu Kwan, HHK and Heilongjiang is deemed to be
Victory Hunter X Tin Ming & 3t 2 interested in 823,400,000 shares of the Company held by Victory
823,400,000A% A< 2 & H 53 Hunter and Tin Ming.

[ Xﬁ%%ﬁl‘?ﬂf EAEf AN (LR E 8 = Save as disclosed above, no person, other than the directors of

CTHEF R B2 MR | —Hidk 3] 2 AN H#  the Company, whose interests are set out in the Section “ Directors

E A EA4\/\ FIEA P ZEARE A PIMERE  interestsin shares” above, had registered an interest in the share

16 B 58 16(1) e 2 Bl T A B R 2 B 45 o capital of the Company that was required to be recorded pursuant
to Section 16(1) of the SDI Ordinance.

HEREZEE Post balance sheet events

AEBERGET B2 EREHZ FIERNME  Details of the significant post balance sheet events of the Group
M 5E 330 are set out in note 33 to the financial statements.
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Pension scheme

Details of the pension scheme of the Group and the employer’s
pension costs charged to the profit and loss account for the year
are set out in notes 3 and 5 to the financial statements,

respectively.
Advance to an entity

As at 31 March 2001, the Group had advanced an aggregate sum
of approximately HK$77,600,000 plus accrued interest thereon
of approximately HK$6,262,000 to certain subsidiaries of Golden
Sino (Holdings) Limited (the “Debtors”). The advances are
unsecured, bear interest at 12% per annum or Hong Kong dollar
prime rate plus 3% per annum and have been overdue since
December 1998/January 1999. The Group had issued writs of
summons to the Debtors in October 2000 and in November 2000,
judgements were delivered against the Debtors under which the
Debtors were ordered to pay to the Group the sum of
approximately HK$103,034,000 plus interest. The Group made
full provision against the entire loan and interest receivable
thereon in the year ended 31 March 1999.

Pledge of shares of the Company by
the controlling shareholder

On 29 February 2000, a bank (the “Bank”) entered into a
restructuring agreement with the Company under which, among
other things, the Bank agreed to grant a term loan facility of an
aggregate principal amount of approximately HK$46 million to
the Group. As part and partial of the restructuring arrangement,
the Bank entered into a loan agreement with Tin Ming, a wholly
owned subsidiary of Hong Tau, on 29 March 2000 (the “Loan
Agreement”). The restructuring agreement further provides that
if Tin Ming's shareholdings in the Company that are charged to
the Bank as security under the Loan Agreement fall below 51%
of the total issued shares of the Company, an event of default
will be deemed to have arisen. In such an event, the Bank may
declare any sums payable under any of the restructuring
documents between the Company and the Bank (the “Restructuring
Documents”) to have become immediately due and payable,
whereupon the same shall become immediately due and payable.
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The aggregate level of facilities under the Restructuring
Documents as at 27 April 2000 is approximately HK$46 million.
The maximum life of the facilities under the Restructuring
Documents is 6 years.

Code of Best Practice

In the opinion of the directors, the Company has complied with
the Code of Best Practice as set out in Appendix 14 of the Listing
Rules of The Stock Exchange of Hong Kong Limited (“Listing
Rules") throughout the accounting period covered by the Annual
Report, except that the independent non-executive directors of
the Company are not appointed for specific terms and are subject
to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the provision of the

Company’s bye-laws.

Audit Committee

To comply with the revised Code of Best Practice as set out in
Appendix 14 of the Listing Rules, on 1 December 1998, the
Company set up an audit committee with written terms of
reference for the purpose of reviewing and providing supervision
of the financial reporting process and internal controls of the
Group. The committee comprises two independent non-executive

directors.

Auditors

Ernst & Young retire and a resolution for their reappointment as

auditors of the Company will be proposed at the forthcoming

annual general meeting.

ON BEHALF OF THE BOARD OF DIRECTORS

Sun Hiu Lu

Chairman

Hong Kong
26 July 2001
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