Chairman’s

On behalf of the Board of Directors, I am pleased to present the
annual report and audited financial statements of the Company and

the Group for the year ended 31 December 2000.

The Group reported a turnover of HK$26,386,000 for the year as
compared to HK$29,842,000 for the previous year. The turnover for
the year and that of the previous year were mainly derived from
trading activities conducted by the Company’s subsidiaries in the
People’s Republic of China (the “PRC”).The Group incurred a total
loss for the year of HK$92,621,000 whereas that for the previous year
was HK$59,529,000. The loss for the year was mainly attributable to
write-offs of receivables amounting to HK$26,555,000 due from
former subsidiaries, loss incurred on and provision for loss of
HK$6,500,000 and HK$15,300,000 respectively arising from
properties sold during the year and after the year end, share of loss of
HK$12,421,000 incurred by the Company’s associated company and
operating overheads of the Group. Of the turnover and gross profit of
the Group for the year, 76% of the turnover and 84% of gross profit
were attributable to operations conducted in the PRC. Of the loss for
the year, approximately HK$14,033,000 was attributable to the
Group’s PRC operations with the remaining balance being loss
incurred in Hong Kong. More than 90% of the Group’s turnover and
loss from operations except provisions for doubtful debts and deficit
on revaluation of investment properties were attributable to general

trading.

The loss for the year marked the end of a series of rationalization
activities of the Group which began after its acquisition of management

control from the previous controlling shareholders in late 1998.
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Chairman’s

Biopharmaceutical Division AL REEIR M

The Group completed an acquisition of a further 69.97% interest in ALE B R BT A — S
Goldstone International Holdings Limited (“Goldstone”) in Goldstone International Holdings Limited
November 2000 increasing its stake therein to 100%. This has given ([Goldstonel) Z69.97%HE 4 » (i ASEEFHER
the Group an effective controlling interest in Weihai Sinogen AT Z RTRIEHRE o I ERA AN AV U B
Pharmaceutical Co. Ltd (“Sinogen”) and marked a successful step TR EERRAR (k] 2 BERER
forward in re-focusing its business on biopharmaceutical development RERR » SIS A 52 A B A S A o B B B A
in the PRC. L BEE Ty T T — 2

Sinogen has been involved in the development of a PRC Category I FEVK P T B S R EE A IR R B TR
western drug called “Wei Jia’ for treating severe hepatitis. Wei Jia had 25 TR 2 58— 000 4E o JBUE T R IR
completed all requisite clinical trials in accordance with the BRI REEY) SRR ([3EE)R]) 2K 52
regulations of State Drug Administration (“SDA”) during the year and HWEZ KRB > Wk R —F—
obtained final approval for commercial production and licensed THEERE Jm) 2 me AR L ME A R i AL - R
protection for exclusive sale in the PRC in January 2001. This was an A5 7RI AR A o R o MR 4
important breakthrough in the research and development of Wei Jia Il LR BB T M B % 2 A A it B o K%
which began almost ten years ago. 1 o

The Company successfully raised HK$37,000,000 approximately by AN F A R AR ] AR AR A5
means of a share placement in April 2001 for financing the B X E4E37,000,0004 0 & 4 > FAESCATHE
construction of expanded production capacity of Sinogen. At the REEEEERR N Z B - NBIREL > T
current stage, Sinogen was constrained by the existing production & A 55 2,000,0000 2 A 2 R PTBR ] o
capacity of approximately 2,000,000 vials per annum. The expanded KW 2 LR > AT A i BEAE R T
production plant will comply with stringent GMP standards set by RIS A 2 GMPERYE » ] A2 2 i FU A =
SDA and production volume R AF B #520,000,0000 °
will be substantially increased ; EHE P EER R
to 20,000,000 vials per o ‘ TR - BT R

Jit BT A — 2 B 2
facilities could be further 50,000,000¥ ° WA
scaled up to 50,000,000 vials At 2 B P B T AR TE
HF A SE R, o

annum. The new production

per annum with marginal
investment in equipment and
installation. The first phase of
production expansion is

expected to be completed by

the end of the year.
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Biopharmaceutical Division (cont’d)

The commercial sales of Wei Jia actively began in March 2001. The
market demand for this product has been robust and encouraging so
far. We envisage that the production volume for the year based on the
existing production capacity will be fully taken up. However, due to
production constraint, the sales volume for 2001 will be below
2,000,000 vials. Substantial increases will only be realized from next

year onwards.

To meet with anticipated growth in sales, Sinogen has been devoting a
great deal of effort in upgrading its sales team. Senior marketing and
sales executives have been recruited to strengthen the quality and
national coverage of Wei Jia. More focused and aggressive marketing
activities will be launched in the fourth quarter to pave the road for
anticipated increase in production volume starting from the end of the

year to the beginning of next year.

The Company has been actively forging strategic partnerships with
prominent pharmaceutical groups in the States and Asia on the
production and marketing side. The partnerships are directed towards
bringing Wei Jia to oversea markets. Currently, active work is being
pursued to bring Wei Jia to North Asia and South East Asian
countries. The second half may gradually witness the fruits of seeds

sown in the past months.

Sinogen is currently conducting research on the recombinant DNA
version of Wei Jia and will commence pre-clinical trial for the new
version in the near future. The recombinant DNA version is
developed based on leading edge biotechnology techniques. Although
it will have to go through the normal span of development and
testing, the availability of an
enhanced version will be
important in establishing Wei
Jia’s leadership and will help

protect its future market share.
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Biopharmaceutical Division (contd)

The management of the Group is closely observing new opportunities
in the market and will target new biotechnology drug projects
catering for popular diseases with near to market potential. The group

has established stringent criteria for selecting new projects that will

help build a balanced pipeline in the long run.

Medical Technology Division

The Group’s medical technology developments are conducted
through its 49% owned associated company, LT3000 Online Limited
(“LT3000”). Anticipating the cooling-oft of the Internet fever,

LT3000 has refocused its emphasis on
the development of medical application
software and a new generation of
integrated medical stations since May
2000.The results so far have been
encouraging. LT3000 has recently
completed the development of a suite
of medical logistic and telemedicine
enabling software for use on the
Internet. The new products have been
positively received by the market and a
few new contracts have been signed
recently. Although the total value of
these contracts only add up to a few
million dollars, this is nevertheless a
strategic turning point indicative of the

future potential of the company’s products.

Subsequent to the year end, the shareholders of LT3000 have resolved
to capitalize the shareholders’ loans which they respectively advanced
to the company. Since the funding was principally of a capital nature,

the capitalization of the shareholders’ loans reflect the shareholders’

original intention and will help to improve the balance sheet of the

associated company.
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Medical Technology Division (cont’d)

LT3000 will concentrate in obtaining new contracts for its products
and will continue to develop related software applications. The
company has been closely monitoring its costs and currently

maintains only a small team of technical staff in the Shanghai office.

The management of the Group is confident in the future of LT3000.

Trading and PVC Division

The Group’s PVC operations are conducted through its 68% owned
subsidiary in Longkou, Shandong province. A small trading and
marketing unit is also maintained in the office of the Hong Kong
headquarters for sourcing overseas orders. Due to staff turnover and
the general sluggishness of the sector, the Division has remained in
low activity. The policy adopted by management is to accept selective
orders that will contribute to the bottom line of the subsidiary and
the Group. Following the gradual shift of the Group’s focus to
biopharmaceuticals, the resource devotion to the Division will stay at

the current level.

The Group completed two acquisitions during the year and they are
respectively a further 37.12% effective interest in Sinogen and a
further 29% interest in LT3000. The Sinogen acquisition has resulted
in management control being obtained by the Group and the LT3000
acquisition increased the Group’s participative interest in this
creativity inspired associated company. Both the Sinogen and the
LT3000 acquisitions were settled by means of an exchange of shares
and a total of 321,945,946 new shares had been issued as

consideration for the two acquisitions.

The Company conducted one share placement in January 2000 for
120,000,000 shares and another in April 2001 for 142,000,000 shares
which have helped raised approximately HK$17,400,000 and
HK$37,000,000 respectively for financing the activities of the

Company and its subsidiaries.
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Chairman’s

As at the date of the balance sheet, the Group’s aggregate bank
borrowings and finance leases stood at HK$46,896,000 of which
HK$17,474,000 was payable within 12 months, HK$22,848,000 was
payable between 2 and 5 years and the balance was payable after 5
years. The Group’s total liabilities as at the balance sheet date
amounted to HK$100,794,000 which represents 76.5% of total assets

at that date.

At the date of this report, the Company has un-utilized credit
facilities amounting to HK$82,000,000 approximately. The Directors
believe that the Group has sufficient financial resources to support its

current operations and to pursue its corporate plans.

The Group has devoted further resources to strengthen its technical
expertise in the biopharmaceutical arena. A new Chief Scientific
Officer role was created and filled by an expert in biotechnology
earlier in 2001. A new Production Research Director has been
headhunted for improving on the production technology and
coordinating research activities in the PR C. Finally, a new Head of
Marketing has also joined force recently from a top ten

biopharmaceutical company in China.

The Group will continue to build its expertise in the biotechnology
field. The policy is to concentrate on
quality than quantity and to pursue for
excellence in charting the future course of
the Group’s development, both in

technology and management.

At the date of this announcement, the
Company and its subsidiaries employ a
total of about 85 staff including full-time
directors and executives. The terms of
employment of the staff, executives and
directors conform to normal commercial
practice. Share option benefits are granted
to and included in the employment terms
of selected senior executives of the

Company.
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Chairman’s

The Group has made great strides in identifying and anchoring a key
focus on commercialization of biotechnology drug products, a novel
and up-and-coming field with a promising future. The acquisition of
management control in Sinogen has paved a positive direction
forward. The management believes that the mix of expertise and
creativity of the Group’s ever-improving team will provide the

momentum to drive its future growth and returns to shareholders.

On behalf of the Board of Directors of LifeTec Group Limited, I
would like to thank our shareholders, bankers, professionals and
customers for their support and patronage, and our executives and
staff members for their creativity and dedication. With their support
and cooperation, I am confident that the Group shall create success

and returns to all parties concerned.

SHAN Shiyong

Chairman

Hong Kong, 31 July 2001
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