Directors’

The directors present their annual report and the audited financial
statements of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) for the year ended 31
December 2000.

The Company is an investment holding company. Its subsidiaries are
principally engaged in the research, development, production and

distribution of biopharmaceuticals and general trading.

During the year, the Group acquired an additional 37.12% equity
interest in Weihai Sinogen Pharmaceutical Co., Ltd. (“Sinogen”)
which is engaged in the research, development and production of
biotechnology drugs in the People’s Republic of China (“PRC”).
Together with the 20% equity interest originally held by the Group,
Sinogen became a subsidiary of the Company when the acquisition

became unconditional in November 2000.

In addition, the Group acquired an additional 29% equity interests in
LT3000 Online Limited which is engaged in the development of

medical application software and hardware.

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 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 results of the Group for the year ended 31 December 2000 are

set out in the consolidated income statement on page 32.

The directors do not recommend the payment of a dividend for the

year.

A financial summary of the Group is set out on pages 78 and 79.
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Directors’

On 3 January 2000, the Company entered into a placing and
underwriting agreement with First Shanghai Capital Limited for the
placement of 120,000,000 new shares of HK$0.01 each in the
Company to be issued by it to independent third parties at the price
of HK$0.15 per share. The net proceeds from the placing of
approximately HK$17,400,000 was used for the development of
medical related businesses and prospective future investments in
pharmaceutical projects. The alloted shares rank pari passu with the

existing shares in the Company in all respects.

On 7 April 2000, the Company entered into a conditional sale and
purchase agreement with an independent third party for the
acquisition of an additional 29% interest in the issued share capital of
LT3000 Online Limited (“LT3000”) together with the relevant
shareholder’s loan advanced to LT3000, which amounted to
HK$5,800,000 as at 31 March 2000.The total consideration of
HK$27,000,000 was satisfied by the allotment and issue of
145,945,946 new shares of HK$0.01 each in the Company, credited as
fully paid at HK$0.185 per share. The allotted shares rank pari passu
with the existing shares in the Company in all respects. The
acquisition was completed on 28 April 2000 and the Group’s interest

in LT3000 has since been increased to 49% since then.

On 5 October 2000, the Group entered into an acquisition agreement
with two independent third parties for the acquisition by the Group
of an additional 69.97% interest in the issued share capital of
Goldstone International Holdings Limited (“Goldstone”) together
with the shareholders’ loans of HK$46,500,000 advanced thereto by
the two independent third parties. The consideration for the
acquisition is HK$44,000,000, which was satisfied by the allotment
and issue of 176,000,000 new shares of HK$0.01 each in the
Company, credited as fully paid at HK$0.25 per share. The allotted
shares rank pari passu with the exiting shares in all respects. The
acquisition completed on 9 November 2000 and Goldstone has
become a wholly owned subsidiary of the Company since then.The
acquisition during the year gave the Group a 37.12% further effective
interest in Sinogen, which together with its pre-acquisition holding of

20%, made Sinogen a 57.12% subsidiary of the Group.
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Directors’

Details of changes in the Company’s authorised and issued share
capital during the year are set out in note 25 to the financial

statements.

Movements in the reserves of the Group and the Company during the

year are set out in note 27 to the financial statements.

During the year, through acquisition of additional interests in Sinogen,
the property, plant and equipment of the Group increased by
HK$45,200,000.

In addition, the Group disposed of land and building with carrying
value amounting to HK$13,884,000.

Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 14 to the

financial statements.

The Group revalued its investment properties as at 31 December 2000
on an open market value basis. Movements during the year are set out

in note 15 to the financial statements.

Details of the major properties of the Group at 31 December 2000 are

set out on page 80.
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Directors’

The directors of the Company for the year and up to the date of this

report were:

Executive directors:

Mr. Shan Shiyong, Chairman (alias, Mr. Sin Sai Yung)
Mr. Jay Chun, Managing Director  (alternate director to Mr. Shan Shiyong
and Mr. Wang Xi Gang)

Mr. Wang Xi Gang
Mr. Cai Ming Xi (appointed on 18 January 2000)
Mr.Yip Kam Fai (resigned on 17 May 2000)

Independent non-executive directors:

Mr. Chow Man Chung
Mr. Frank Hu

In accordance with Clause 87 of the Company’s Bye-laws, Mr. Wang
Xi Gang retires by rotation and, being eligible, offers himself for re-

election.

Mr. Chow Man Chung will resign at the forthcoming annual general
meeting and does not offer himself for re-election and Dr. MaYin
Ming has offered himself to be appointed as an independent non-

executive director in his place.

Messrs. Shan Shiyong, Jay Chun, Wang Xi Gang and Cai Ming Xi
have each entered into a service contract with the Company for a
period of three years commencing from their respective dates of

appointment. The unexpired period of the service contracts ranges

from three months to seventeen months from the date of this report.

Other than the directors referred to in the preceding paragraph, no
other directors of the Company has a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation, other than

statutory comp ensation.

The term of office for each non-executive director is the period up to

his retirement by rotation in accordance with the Company’s Bye-laws.
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Directors’

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company had a
material interest, whether directly and indirectly, subsisted at the end

of the year or at any time during the year.

At 31 December 2000, the interests of directors in the shares of the
Company as recorded in the register maintained by the Company
pursuant to Section 29 of the Hong Kong’s Securities (Disclosure of

Interests) Ordinance (“SDI Ordinance”) were as follows:

Name of director

WYL Y

Mr. Shan Shiyong Bttt 5 Sk
Mr. Cai Ming Xi %644 BL e E

Note:(1) This represents 150,122,000 shares and 80,238,000 shares respectively
owned by Great Smart Limited and Best Top Offshore Limited. The

entire issued share capital of Great Smart Limited is owned as to 50%

by each of Mr. Shan Shiyong and New Star Global Limited. New Star

Global Limited is wholly owned by Mr. Cai Ming Xi. Best Top
Offshore Limited is wholly owned by Mr. Shan Shiyong.

(2) This represents the shares owned by Great Smart Limited only.

Save as disclosed above and other than certain nominee shares in
subsidiaries held by directors of the Company in trust for the Group,
at 31 December 2000, none of the directors or their associates had
any interests in the securities of the Company or any of its associated

corporations as defined in the SDI Ordinance.

Details of a share option scheme, under which the directors of the
Company may be granted options to subscribe for shares in the

Company, are set out in note 26 to the financial statements.
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Directors’

A summary of the movements in share options granted to directors MR T I RE St B T 2 2 TR AR IR 2
under the share option scheme during the year is as follows: BT -

Number of option shares

ik B B £ % H
Balance
Balance at
at 31.12.2000
1.1.2000 i
iy Granted _EXFL4
Name of Exercise  _ZFXX4E during +=A
Date granted directors granted Exercisable period price —H—H the year ==
i F B E R4, TR it ZERR FRERG Z KR
HK$
T
2 June 2000 Mr. Shan Shiyong 2 June 2000 to 1 June 2003 0.06848 - 21,800,000 21,800,000
—FEFEF LGP “EEFFEAACHE
AHZH “EE=ZHAT—H
2 June 2000 Mr. Wang Xi Gang 2 June 2000 to 1 June 2003 0.06848 - 21,800,000 21,800,000
—EFLTE Eam et “EEFFEAACHE
AHZH ZEE=ZHEANA—H
2 June 2000 Mr. Jay Chun 2 June 2000 to 1 June 2003 0.06848 - 21,800,000 21,800,000
—FLTE BREESCA: “EFEFEANAZHE
AHZH ZEE=ZHEAT—H
Save as disclosed above, at no time during the year was the Company B b SCIT B EE A o AR T AT AT B
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securities of the Company or had exercised any such right during the

year.



Directors’

Other than the interest disclosed under the heading “Directors’
Interests in Shares” above and Metro Worldwide Inc. which held
149,945,946 shares representing 13.96% of the issued share capital of
the Company, the register of substantial shareholders maintained
under to Section 16(1) of the SDI Ordinance discloses no other
person as having an interest representing 10% or more of the issued

share capital of the Company as at 31 December 2000.

For the year ended 31 December 2000, the aggregate amount of
turnover attributable to the Group’s five largest customers accounted
for approximately 99% of the Group’s total turnover and the turnover
attributable to the Group’s largest customer was approximately 24% of
the Group’s total turnover. The aggregate amount of purchases
attributable to the Group’s five largest suppliers accounted for
approximately 99% of the Group’s total purchases and the purchases
attributable to the Group’s largest supplier was approximately 64% of

the Group’s total purchases.

None of the directors, their associates or any shareholders (which to
the knowledge of the directors owns more than 5% of the Company’s
issued share capital) has any interest in any of the Group’s five largest

customers or suppliers.

Except for the share options granted to the directors and an employee
as disclosed in note 26 to the financial statements, the Company had
no outstanding convertible securities, warrants or other similar rights
as at 31 December 2000. There had been no exercise of any other
convertible securities, options, warrants or similar rights during the

year.

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed shares during the year.
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Directors’

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 the existing shareholders.

Except for the delay in publication of final results for the year and
circulation of annual report to the shareholders as previously
announced, in the opinion of the directors, the Company has
complied throughout the year ended 31 December 2000 and up to
the date of this report with other respects of the Code of Best
Practice as set out in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“Listing
Rules”).

As reported on 31 December 1998 annual report, the Group disposed
of certain subsidiaries which were engaged in the business of the
manufacture and sale of PVC leather to Jorvik Group Limited
(“Jorvik™). As a result, the outstanding amounts due from these former
subsidiaries and the amount due from Jorvik has since been
reclassified under the heading of “debtors and prepayments” in the
consolidated balance sheet of the Company. Full provision has been

made for the amount due from Jorvik as explained in note (a) on page

27.

As announced by the directors on 10 October 2000 and detailed in
the circular sent to the shareholders on 30 October 2000, the Group
acquired a further 69.97% interest in the issued share capital of
Goldstone together with shareholders’ loans of approximately
HK$46,500,000 advanced to Goldstone. The acquisition was
completed on 9 November 2000 and the aggregate interest of the
Group in Goldstone after the acquisition increased to 100% and its

effective interest in Sinogen increased to 57.12%.
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Directors’

Details of the accounts receivable and advances resulting from the

above transactions and remaining outstanding as at 31 December 2000

are disclosed below:

Entity
T

Jorvik

Joyfine Trading Ltd.

Turbado International Ltd.

Zhongshan Pota Leather
Products Co., Ltd.
Hh Ll PRAE D7 B il
AR

Goldstone

Total 45T

Pota (Hong Kong) Leather
Ware Manufacturer Co. Ltd.

PRIE () 5 B2 R dh
AR

Relationship

with the Group

SRS M 2 B %

Independent third party
SR =

Former subsidiary
AT A g 2 )
Former subsidiary
AT A 2 )
Former subsidiary

AT BAF 2~ )

Associate

g/

Former subsidiary

il B 23

Amount

as at 31
December 2000
R RRRAE
+=H=+—H
Z YR

HK$ million
HE#EWETT

Due on

W H

31 August 2000
(note a)
e
ANH=+—H
(Kfita)

Refer to note (b)
i 2 B Wi (b)
Refer to note (b)
i 2 B W (b)
Refer to note (b)
i 2 B B (b)

Refer to note (c)
EEEIG)

Refer to notes (d)
i 2 [ B R (d)
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Amount

as at 31
December 1999
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HK$ million
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14.4

14.4

5.4

20.0

56.2
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Directors’

Notes:

(a) The outstanding amount due from Jorvik as at 31 December 1999
referred to the balance of the purchase price of HK$2,000,000 due
from Jorvik for the disposal of subsidiaries mentioned above. The
directors have agreed with Jorvik to defer payment of such balance of
the purchase price until 31 August 2000 and interest was chargeable at
9.5% per annum thereon. As at 31 December 2000, the Group did not
receive any outstanding amounts from Jorvik. Full provision has been

made in current year.

(b) The outstanding amounts due from these former subsidiaries as at 31
December 1999 were repayable on demand and carried no interest. On
31 January 2000 and 31 May 2000, the Group entered into agreements
with these former subsidiaries and pursuant to these agreements, all
parties agreed to elimate the aggregate amount receivable by the Group
from these former subsidiaries of approximately HK$34,200,000 and
the aggregate amount payable by the Group to these former
subsidiaries approximately HK$15,000,000 in order to produce a single
balance of approximately HK$19,200,000. As at 31 December 2000, the
Group did not receive any outstanding amounts of HK$19,200,000

million. Full provision has been made in current year.

(c) The amount as at 31 December 1999 consisted of a shareholder’s loan
of HK$20,000,000 to Goldstone. The shareholder’s loan was repayable
on demand and carried no interest. In current year, the Group acquired
additional 69.97% equity interest in Goldstone and Goldstone became

a wholly owned subsidiary of the Group.

(d)  The amount as at 31 December 1999 referred to a guarantee given by
the Company to a bank to secure general banking facilities granted by
the bank to the said former subsidiary in respect of a mortgage on
property. The mortgage was discharged on 15 March 2000 and the

guarantee was released by the bank.

Details of significant post balance sheet events are set out in note 39

to financial statements.
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Directors’

A resolution will be submitted to the annual general meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors

of the Company.

On behalf of the Board
SHAN Shiyong

Chairman

Hong Kong, 31 July 2001
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