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CORPORATE INFORMATION

The registered office of the Company islocated at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda.

During the year, the Group was principally engaged in the
wholesale and retail of Chinese and other medicines, health
products and dried seafoods, property investment and the
provision of Chinese clinical services.

In the opinion of the directors, the ultimate holding company
is Welcome Success Worldwide Ltd., which is incorporated
in the British Virgin Islands.

CORPORATE UPDATE

On 25 April 2000, the Group underwent a debt and capital
restructuring (the “Financial Restructuring”) pursuant to
which the Group entered into various conditional agreements
with (i) Sin Hua Bank Ltd. (the “Bank”), the Group’s
principal bank; (ii) Xinyuan Trading Company Limited (the
“Creditor”); (iii) Hong Tau Investment Ltd. (“Hong Tau"),
an intermediate holding company of the Group; and (iv)
KGI Asia Limited (“KGI Asia”), the placing agent for the
Company.
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CORPORATE UPDATE (continued)

The principal arrangements of the Financial Restructuring

included, inter alia, the following:

@

On 29 February 2000, the Group entered into a
conditional restructuring agreement with the Bank
relating to the restructuring of certain debt
arrangements. On the same date, a conditional
subscription agreement was also entered into between
the Company and the Bank pursuant to which the
Company would issue to the Bank a long term
convertible note (the “Bank Convertible Note”) in an
aggregate principal sum of HK$40 million. The
subscription monies of HK$40 million payable by the
Bank to the Company in respect of the issue of the
Bank Convertible Note were applied to set off part of
the Group’s indebtedness equivalent to HK$40 million
otherwise then currently payable to the Bank. The
Bank Convertible Note was issued to the Bank on 27
April 2000 following the approval by the shareholders
on 25 April 2000 and the fulfillment of certain other
stipulated conditions. Further details of the Bank
Convertible Note are set out in note 25(d).

Pursuant to a conditional new term loan agreement
entered into by the Bank and China Vantage Limited
(a wholly-owned subsidiary of the Company) on 29
March 2000, China Vantage Limited would drawdown
an amount of approximately HK$46 million under a
new term loan facility which would be applied to repay
a substantial portion of the remaining part of the
Group's indebtedness of approximately HK$49 million
payable to the Bank. The remaining balance of the
indebtedness of HK$3 million payable to the Bank
was settled by cash out of the net proceeds arising
from a new issue of shares detailed in (d) below.
Further details of the new term loan are set out in
note 25(b).
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2. CORPORATE UPDATE (continued)

(b)

()

On 29 February 2000, the Group entered into a
conditional restructuring agreement (the “Creditor
Restructuring Agreement”) with the Creditor relating
to certain debt restructuring arrangements. On the
same date, a conditional subscription agreement was
also entered into between the Company and the
Creditor pursuant to which the Company agreed to
issue to the Creditor along term convertible note (the
“Creditor Convertible Note”) in an aggregate principal
sum of HK$13 million. Under the Creditor
Restructuring Agreement, the subscription monies of
HK$13 million payable by the Creditor to the
Company in respect of the issue of the Creditor
Convertible Note were applied to set off part of the
Group'’s indebtedness equivalent to HK$13 million
otherwise then currently payable to the Creditor. The
Creditor Convertible Note was issued to the Creditor
on 27 April 2000 following the approval by the
shareholders on 25 April 2000 and the fulfillment of
certain other stipulated conditions. The remaining
balance of approximately HK$0.8 million payable to
the Creditor was settled by cash out of the net proceeds
arising from a new issue of shares detailed in (d)
below. Further details of the Creditor Convertible Note
are set out in note 25(e).

In order to facilitate the implementation of the debt
restructuring arrangements, on 26 April 2000, the
Company also underwent a capital restructuring
whereby the par value of each share of HK$0.10 was
reduced to HK$0.02 and every 5 shares of HK$0.02
each were consolidated into 1 consolidated share of
HK$0.10 each. Effectively, the issued share capital
was reduced by 80%. The credit arising of
approximately HK$47.8 million, was applied to
partially eliminate the accumulated | osses of the Group
by the same amount.
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2. CORPORATE UPDATE (continued)

(d) Pursuant to a conditional subscription agreement dated
29 February 2000 entered into and supplemented on
30 March 2000 between the Company and Hong Tau,
on 26 April 2000, the Company allotted and issued
800 million new consolidated shares of HK$0.10 each
in the Company at a cash price of HK$0.10 each to
Tin Ming Management Limited, a wholly owned
subsidiary of Hong Tau. The net proceeds arising from
this new issue amounted to approximately HK$78.4
million.

(e) Pursuant to a conditional placing agreement dated 1
March 2000 entered into and supplemented on 24
March 2000 between the Company and KGI Asia,
which had procured three private investors, on 28 April
2000, the Company allotted and issued 200 million
new consolidated shares of HK$0.10 each in the
Company at a price of HK$0.10 per share to the three
private investors. The net proceeds arising from this
new issue amounted to approximately HK$19.6
million.

Further details of the Financial Restructuring are set out in
a circular issued by the Company dated 1 April 2000.

SUNMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance
with Hong Kong Statements of Standard Accounting
Practice, accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the
historical cost convention, except for the remeasurement of
investment properties, and certain fixed assets and equity
investments, as further explained below.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 March 2001. The results of subsidiaries acquired
or disposed of during the year are consolidated from or to
their effective dates of acquisition or disposal, respectively.
All significant inter-company transactions and balances
within the Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company in which the Company, directly
or indirectly, controls more than half of its voting power or
issued share capital or controls the composition of its board
of directors.

Interests in subsidiaries are stated at cost unless, in the
opinion of the directors, there have been permanent
diminutions in values, when they are written down to values
determined by the directors.

Associates

An associate is a company, not being a subsidiary, in which
the Group has a long term interest of generally not less
than 20% of the equity voting rights and over which it isin
a position to exercise significant influence.

The Group’s share of the post-acquisition results and
reserves of associates is included in the consolidated profit
and loss account and consolidated reserves, respectively.
The Group’s interests in associates are stated in the
consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting less any provisions
for diminutions in values other than temporary in nature
deemed necessary by the directors.

The results of associates are included in the Company’s
profit and loss account to the extent of dividends received
and receivable. The Company’s interests in associates are
stated at cost less any provisions for diminutions in values
other than those temporary in nature deemed necessary by
the directors.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Goodwill

Goodwill arising on consolidation of subsidiaries and on
acquisition of associates represents the excess purchase
consideration paid over the fair values ascribed to the
underlying net assets acquired and is either eliminated
against reserves in the year of acquisition or amortised on a
straight-line basis over its useful life, not exceeding a period
of 20 years. Upon disposal of subsidiaries and associates,
the relevant portion of attributable goodwill previously
eliminated against reserves or previously amortised is
written back and included in the calculation of the gain or
loss on disposal.

Long term investments

Long term investments in unlisted equity securities, intended
to be held for a continuing strategic or long term purpose,
are stated at cost less any provisions for impairments in
values deemed necessary by the directors, other than those
considered to be temporary in nature, on an individual basis.

When such impairments in values have occurred, the
carrying amounts of the securities are reduced to their fair
values, as estimated by the directors, and the amounts of
the impairments are charged to the profit and loss account
for the period in which they arise. When the circumstances
and events which led to the impairments in values cease to
exist and there is persuasive evidence that the new
circumstances and events will persist for the foreseeable
future, the amounts of the impairments previously charged
is credited to the profit and loss account to the extent of
the amounts previously charged.

Short term investments

Short term investments are investments in listed equity
securities held for trading purposes and are stated at their
fair values on the basis of their quoted market prices at the
balance sheet date less provisions for any impairments in
values, other than those considered to be temporary in
nature, deemed necessary by the directors, on an individual
investment basis. The gains or losses arising from changes
in the fair values of securities are credited or charged to
the profit and loss account for the period in which they
arise.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Fixed assets and depreciation

Fixed assets, other than investment properties and
construction in progress, are stated at cost |ess accumulated
depreciation. The cost of an asset comprises its purchase
price and any directly attributable costs of bringing the
asset to its working condition and location for its intended
use. Expenditure incurred after fixed assets have been put
into operation, such as repairs and maintenance, is normally
charged to the profit and loss account in the period in which
it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase
in the future economic benefits expected to be obtained
from the use of the fixed asset, the expenditure is capitalised
as an additional cost of that asset.

Depreciation is calculated on the straight-line basis to write
off the cost of each asset over its estimated useful life,
after taking into account its estimated residual value. The
principal annual rates used for this purpose are as follows:

L easehold land Over the |lease terms
L easehold improvements Over the |lease terms
Buildings 2.5%

Furniture, fixtures and equipment 9% to 33%

Motor vehicles 18% to 25%

The gain or loss on disposal or retirement of a fixed asset
recognised in the profit and loss account is the difference
between the net sales proceeds and the carrying amount of
the relevant asset.

Construction in progress represents factory buildings, plant
and machinery and other fixed assets under construction
and is stated at cost and is not depreciated. Cost comprises
direct costs of construction and interest charges on related
borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate
category of fixed assets when completed and ready for use.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Fixed assets and depreciation (continued)

Where, in the opinion of the directors, the recoverable
amounts of fixed assets have declined below their carrying
amounts, provisions are made to write down the carrying
amounts of such assets to their recoverable amounts.
Reductions of carrying amounts are charged to the profit
and loss account.

Investment properties

Investment properties are interests in land and buildings in
respect of which construction work and development have
been completed and which are intended to be held on a
long term basis for their investment potential, any rental
income being negotiated at arm’s length. Such properties
are not depreciated, except where the unexpired term of the
lease is 20 years or less, in which case depreciation is
provided on the carrying amount over the remaining term
of the lease, and are stated at their open market values on
the basis of annual professional valuations performed at
the end of each financial year. Changes in the values of
investment properties are dealt with as movements in the
investment property revaluation reserve.

If the total of this reserve is insufficient to cover a deficit,
on a portfolio basis, the excess of the deficit is charged to
the profit and loss account. Any subsequent revaluation
surplus is credited to the profit and loss account to the
extent of the deficit previously charged.

On disposal of an investment property, the relevant portion
of the investment property revaluation reserve realised in
respect of previous valuations is released to the profit and
loss account.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Intangible assets
Know-how

Represents certain technology know-how acquired during
the course of the business. It is stated at cost less
accumulated amortisation unless, in the opinion of the
directors, there has been an impairment in value, when it is
written down to a value determined by the directors.

Amortisation is calculated on the straight-line basis to write
off the cost of acquiring the know-how over its estimated
economic useful life of not more than 15 years, commencing
from the date when the related products are put into
commercial production.

Research and development costs

All research costs are charged to the profit and loss account
as incurred.

Development costs are capitalised and deferred only when
the projects are clearly defined, the costs are separately
identifiable and can be measured reliably, and there is
reasonable certainty that the projects are technically feasible
and the products have commercial value. Development
expenditure which does not meet these criteria is expensed
when incurred.

Deferred development costs are stated at cost less
accumulated amortisation unless, in the opinion of the
directors, there has been an impairment in value when they
are written down to a value determined by the directors.
Amortisation is calculated on the straight-line basis over
the expected economic useful lives of the products, subject
to a maximum period of 15 years, commencing from the
date when the products are put into commercial production.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

L eased assets

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised at
the present value of the minimum lease payments and is
recorded together with the obligation, excluding the interest
element, to reflect the purchase and financing. Assets held
under capitalised finance leases are included in fixed assets
and are depreciated over the shorter of the lease terms and
the estimated useful lives of the assets. The finance costs
of such leases are charged to the profit and loss account so
as to provide a constant periodic rate of charge over the
|ease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases but are
depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Rentals applicable to such operating
leases are charged to the profit and loss account on the
straight-line basis over the lease terms.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on a weighted average basis and,
in the case of work in progress and finished goods,
comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on
estimated selling prices less any estimated costs to be
incurred to completion and disposal.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Deferred tax

Deferred tax is provided, using the liability method, on all
significant timing differences to the extent that it is probable
that the liability will crystallise in the foreseeable future. A
deferred tax asset is not recognised until its realisation is
assured beyond reasonable doubt.

Foreign currencies

The Company and its subsidiaries maintain their books and
records in Hong Kong dollars. Foreign currency transactions
are recorded at the applicable rates of exchange ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date
are translated at the applicable rates of exchange ruling at
that date. Exchange differences are dealt with in the profit
and loss account.

On consolidation, the financial statements of overseas
subsidiaries and associates are translated into Hong Kong
dollars at the applicable rates of exchange ruling at the
balance sheet date. The resulting translation differences are
included in the exchange fluctuation reserve.

Retirement benefits scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “ Scheme™)
under the Mandatory Provident Fund Schemes Ordinance,
for those employees who are eligible to participate in the
Scheme. The Scheme became effective on 1 December 2000.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit and
loss account as they become payable in accordance with
the rules of the Scheme. The assets of the Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the Scheme.
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31 March 2001
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e. assets
that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part
of the cost of those assets. Capitalisation of such borrowing
costs ceases when the assets are substantially ready for their
intended use or sale.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can
be measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(b) from the sale of marketable securities, on the
transaction dates when the relevant contract notes are
exchanged;

(c) rental income, on a time proportion basis over the
|ease terms;

(d) interest income, on a time proportion basis, taking
into account the principal outstanding and the effective
interest rate applicable; and

(e) on the rendering of services, when the services are
rendered.

Related parties

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered
to be related if they are subject to common control or
common significant influence. Related parties may be
individuals or corporate entities.
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FESHTHEBE &) 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

HeBHEY Cash equivalents

BB E R 5 > Bl 5 Y T7 48 6 For the purpose of the cash flow statement, cash equivalents
K e JE ik A M > 7 A I R R 2y L 0 BB represent short term highly liquid investments which are
Y G WN i X DS IR R e readily convertible into known amounts of cash and which
B8 MEZEHGR B (5 A SR H B =0 were within three months of maturity when acquired, less
HNE R SRAT R R - EE A ERA M advances from banks repayable within three months from
ME - HEMEWREEEMUEE 2 & the date of the advance. For the purpose of balance sheet
JEE - i A Sl 4% PR i o classification, cash equivalents represent assets similar in

nature to cash, which are not restricted as to use.

E X 4. TURNOVER

BRI N B A (R Turnover represents the net invoiced value of goods sold,
BB SEI TN YT L after allowance for returns and trade discounts and gross
T JE g FEL 4 A o HE T i 0 4 [ A A rental income received and receivable from investment
Mz A ERLY- properties after the elimination of all significant intra-group

transactions, during the year.

IVIES: PAONCHPN -3¢ Revenues from the following activities have been included
in turnover:
PiNS
Group
2001 2000
F o F oz
HK$' 000 HK$' 000
TAE Rt R A R Wholesale and retail of Chinese and
HoAth 259 - i h other medicines, health products and
JE fh B g IR dried seafoods 35,963 25,040
PERE - IA Property investment — rental income 2,597 2,526
P2 Ak o 5 55 R IR W5 Provision of Chinese clinical services 446 =
39,006 27,566
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31 March 2001
LeEEF, (FiE) 5. PROFIT/(LOSS) FROM OPERATING
ACTIVITIES
AR B (B1) B4k (8) The Group’s profit/(loss) from operating activities is
O (FHA) FHIHEE arrived at after charging/(crediting):
2001 2000
T T T it T
HK$' 000 HK$’ 000
B A B 2 A Cost of inventories sold 22,432 14,283
& Depreciation:
H O E G Owned fixed assets 2,336 1,017
T [ 2 G Leased fixed assets 178 158
2,514 1,175
el ok S Operating lease rentals in respect of land
mEMAH S and buildings 7,943 7,388
2 GRS Auditors’ remuneration 700 700
BT A (iE#S Staff costs (including directors’ remuneration
P <5 — B FET) - - note 7):
ek TE Wages and sdlaries 9,559 8,006
RAR S 2 Pension contributions 230 =
9,789 8,006
HE B EE Z B Loss on disposal of fixed assets 242 33
] A2 7 i B Fixed assets written off - 3
HEREWEZEBE  Losson disposal of investment properties = 1,020
RPHKEZ Provisions for impairments in
AR values of long term investments 2,000 -
AR EA T EE Loss on changes in fair value of
L& Pd i short term investments 2,689 =
BEMREMEZ (Surplus)/deficit on revaluation of
(B 8%) /BiE investment properties (1,299) 1,500
WM E 24 Gain on disposal of short term investments (1,403) -
4 A A Gross rental income (2,597) (2,526)
B P X Less: Outgoings 127 139
A 4 Wi A AR Net rental income (2,470) (2,387)
lE 58, 15 i 15 A Exchange gain, net 4 _
A B A Interest income (5,409) (39)
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5. PROFIT/(LOSS) FROM OPERATING
ACTIVITIES (continued)

(b) WME—NNUNE=A=+—HHK (b) In the current year, an amount of HK$3 million
4F B > T AN 4 55 = 3% 3,000,000% 7T previously advanced to a third party, on which full
¥4 BOME A B I B A 4R provision was made in the financial year ended 31
JE A Bl 1] o 2 Y > B A A 4F BE 1 B3t March 1999, was fully recovered. Accordingly, this
£ (] i provision was reversed in the current year.
ALEFERBE—NANANE=H= In the year ended 31 March 1999, the Group
+— H 1l 4R B AL e K R B B A discontinued the trading of petrochemical products in
ZHMAE TEME S B E e E Hong Kong and Mainland China. This was
[t J88 2N & p b A7 A Ak T4 FR A &) accomplished by the disposal of a subsidiary, N P H
(B AR AN B G m At THRA R ([F Petrochemical Limited (now known as Harmony Way
) R — FUILNAE T+ A 4 T Petrochemical Limited (*Harmony”)) and the closure
N E R AT 5 A BN w2 4 2 of a segment (the “Petrochemical Segment”) of a
B ([ MR ]) T 58 B o £ I 27 subsidiary, N P H Trading Limited, in October 1998.
A DM REI S B REEY Upon the closure of the Petrochemical Segment, full
34,569,000 76 /E 4> T B o R R & provision was made against the outstanding trade
TEEREZH=+—H FEE receivables of approximately HK$34,569,000. In the
AN ) B RS AL AT 8 5 A PR A 1 A2 year ended 31 March 2000, the Company and N P H
i g8 — 25 o {7 v T B R AT PR Trading Limited agreed to assign an outstanding trade
AR HBERE S IERY receivable of approximately HK$12,262,000 due from
12,262,000%% 7 T F jgk » LA 35 18 A 4 Sinochem International Oil (Hong Kong) Company
1 B AR N 7] iR — JLILNAE +— A Limited to Harmony in satisfaction of an indebtedness
ZHET L B W AL A& amount of the same magnitude due and payable by
RETES TR 2 R 48K &% 4 the Company to Harmony under a loan agreement
HERBE—NLANE=A=1+— dated 3 November 1998 entered into between Harmony
H 1k 4F BF 2 B A 3 36 kA 4 i 4 and the Company. A full provision on such amount
oI ERBHEOARE 2 was made in the financial statements for the year ended
TAE = H = — H Ik 4F B ] o 31 March 1999, and therefore, this provision was

reversed in the year ended 31 March 2000.
6. EMERAE 6. FINANCE COSTS
rEHE
Group
2001 2000
Tt T T
HK$’ 000 HK$ 000
JE T AR N B BUH IR 2 Interest on bank loans, overdrafts and
MAITRH B other borrowings wholly repayable
HoAth £ 3k 2 AR within five years 5,816 7,958
i -3l Hire purchase charges 53 49
5,869 8,007
Wk A E B A b Less: Interest capitalised = =
Tl A Total finance costs 5,869 8,007
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31 March 2001

7. EEME 7. DIRECTORS’ REMUNERATION
R T ) R s 2 ) A0 81 5 16100 B¢ Directors’ remuneration disclosed pursuant to the Listing
B EREM ST : Rules and Section 161 of the Hong Kong Companies

Ordinance is as follows:

AEE
Group
2001 2000
F T F it o
HK$' 000 HK$' 000
M4 Fees:
PATE SR Executive directors = =
L IR AT HE Independent non-executive directors = =
H At T 4 Other emoluments:
HiTESR Executive directors
M A R E YRt Salaries, allowances and benefits in kind = 155
B3R B A B 2 B AL Performance related bonuses = =
AR A I 3K Pension contributions - -
- 155
- 155
b at B = 2 P A A R The remuneration of the above directors fell within the
following band:
EEAHY
Number of directors
2001 2000
2 % 1,000,000 JG Nil to HK$1,000,000 6 9
T A A Sl A0 AT {2 S ER T B[R] A O A There was no arrangement under which a director waived
o] B <62 2 % B o or agreed to waive any remuneration during the year.
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31 March 2001
DIRECTORS’ REMUNERATION (continued)

No value is included in directors’ remuneration in respect
of share options granted during the year because, in the
absence of areadily available market value for the options
on the Company'’s shares, the directors are unable to arrive
at an accurate assessment of the value of the options granted.

FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals during the year included
nil (2000: Nil) director, details of whose remuneration are
set out in note 7 above. The details of the remuneration of
the five (2000: five) non-director, highest paid individuals
are as follows:

ARE

Group
2001 2000
F it or F i T
HK$' 000 HK$' 000
W& EAG KB YA i Salaries, allowances and benefits in kind 1,593 1,519
B3R BLAT B 2 fE AL Performance related bonuses - -
FERINEE T e Pension contributions = =
1,593 1,519

T 2 e N L P T

The remuneration of the non-director, highest paid
individuals fell within the following band:

EEAH
Number of employees
2001 2000
7% % 1,000,000 J© Nil to HK$1,000,000 5 5

F A T R AR 2 ) ey 2 AR I K A
BiAF 2 i {E - DA S0 25O BE 2 A HE Tl 2 i
(B> BRI 4 d5 8 B N b 2 TSI R
A N T 45 2 8 s W 22 {5

No value is included in the remuneration of the five highest
paid individuals in respect of share options granted during
the year because, in the absence of areadily available market
value for the options on the Company’s shares, the directors
are unable to arrive at an accurate assessment of the value
of the options granted.
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A=+—8H

—ET—F=
1 March 2001

3
9. TAX

No provision for Hong Kong or overseas (including the
People’s Republic of China) tax has been made for the
Group as it has no estimated assessable profits during the
year (2000: Nil).

K&

Group
2001 2000
F it o F T
HK$’' 000 HK$' 000
DR 4E B GEBZE#EM) ~ (Over)/underprovision in prior years (1,640) 6

AR

BB Wl e Tax rebate = (16)
A 4F B BT FEA Tax credit for the year (1,640) (10)

T A TR0 M 08 T K 1 R B < I IE B H A
R(FTRE W) -

10. RREBEBEXEBERFR

B RF AN T 2 BB R 2 R A
H H 25 75 s 18 7% %8 45 133,631,000% 76 (—
R T4 1 7,951,000% I8) ©

There were no significant unprovided deferred tax liabilities
in respect of the year (2000: Nil).

10. NET LOSS FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS

The net loss from ordinary activities attributable to
shareholders dealt with in the financial statements of the
Company is HK$133,631,000 (2000: HK$7,951,000).
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31 March 2001
LOSS PER SHARE

The calculation of the basic loss per share is based on the
net loss from ordinary activities attributable to shareholders
for the year of HK$15,296,000 (2000: HK $5,865,000), and
the weighted average number of 1,119,928,205 (2000:
111,370,580) ordinary shares in issue during the year.

The calculation of the basic loss per share for the year
ended 31 March 2000 has been adjusted to reflect the share
consolidation during the year.

Diluted loss per share for the years ended 31 March 2001
and 2000 have not been presented because the effects of
the assumed conversion of the share options and convertible
notes of the Company during these years were anti-dilutive.
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12. B EEE 12. FIXED ASSETS
FiNS Group
GH£E
HE R#&fE
RENE tHREF  ERIE  WEZE  Fumniture RE
Investment Land and  Construction Leasehold  fixtures and Motor By
properties buildings  in progress improvements  equipment vehicles Total
T Tk T T Tk T Fit
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$'000 HK$ 000
A B A Cost or valuation:
REZZFE At 1 April 2000 37,650 5,379 - 497 5,140 799 49,455
MA—H
B A 6 Acquisition of a subsidiary - - 68,006 2,346 7,584 792 78,728
wE Additions - 2 - 5,383 1,015 250 6,670
i3 Disposdls - - - - (1,844) (14) (1,858)
B Trangfers 5,401 (5.401) - 1,450 (1,450) - -
EXpL Surplus on revaluation 1,299 = = = = = 1,299
RZRE—F At 31 March 2001
ZH=+—H 44,350 - 68,006 9,666 10,445 1827 134,294
RARMERMT: Analysis of cost and valuation
TS At cost - - 68,006 9,666 10,445 1,827 89,944
HoZZ—EZH  At31 March 2001
=t—HZMHE  vauation 44,350 - - - - - 44,350
44,350 - 68,006 9,666 10,445 1827 134,294
EHEEE Accumulated depreciation:
RoFREE At 1 April 2000 - - - 198 3283 310 3,791
MA—H
i R it 24 ) Acquisition of a subsidiary - - - 2,133 4,939 494 7,566
A B Al Provided during the year - - - 1,580 756 178 2,514
ik Disposdls - - - - (1,606) (®) (1,614)
e Transfers = = = 1,160 (1,160) = =
REEE—1F At 31 March 2001 - - - 5,071 6,212 974 12,257
=HEA=0
e 4 : Net book value:
REZE—4 At 31 March 2001
ZH=+-1H 44,350 = 68,006 4,595 4233 853 122,037
REZZZFE At 31 March 2000
ZH=1-H 37,650 5,379 - 289 1,857 489 45,664
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31 March 2001
12. FIXED ASSETS (continued)

(@) The Group’s investment properties are held under the
following lease terms:

Fh B K R
&8 Mainland g
Hong Kong China Total
T oT T T T
HK$’ 000 HK$ 000 HK$ 000
R Long term leases 17,600 = 17,600
A FH 4 Medium term leases 25,550 1,200 26,750
43,150 1,200 44,350

LM WEYER _FE—F =
H=1—H b & &8 L HEMNE
Fili 7 48 B W 422 47 4% B A ) o ik e D)
ABTEEM- B FE—E=]
=t —H > AEEZETREYE
2 Bl 77 18 {8 3t 40,150,000 ot ¥
VB 7 1% 7 A= 55 [ — A SR A7 Al 2 31K
(B 5E25) -

AEE—F= =+ H U
AR DT R FFA 2 I 2 W T (E
554,000 & ( — % % % 4F : 482,000
WIo) °

The Group’s investment properties were revalued on
31 March 2001 by Knight Frank, independent
professionally qualified valuers, on an open market
value, existing use basis. At 31 March 2001, certain
of the Group’s investment properties with a total
carrying value of HK$40,150,000 were pledged to
secure banking facilities granted to the Group (note
25).

(b) The net book value of motor vehicles held under hire
purchase contracts as at 31 March 2001 amounted to
HK $554,000 (2000: HK $482,000).

Annual Report 2000/2001 3§



c.

Hong Kong Pharmaceutical Holdings Limited

' B K X £ 8B AR A A
Hah¥
—_EE—4F¢=HF=+—H
31 March 2001
3. BILEE 13. INTANGIBLE ASSETS
AEE Group
B R KR
Deferred
mE Bt H®E  development “m
Goodwill Know-how costs Total
Tt T Tt T
HK$'000 HK$'000 HK$'000 HK$'000
B : Cost:
A_FERENH —H At 1 April 2000 = = = =
I O 4 ) Acquisition of a subsidiary 5,939 19,335 6,510 31,784
RZZEZ—E=]=+—H At3LMarch 2001 5,939 19,335 6,510 31,784
2t Accumulated amortisation:
RZEEZENA—H At 1 April 2000 - - - _
G B O 4 ) Acquisition of a subsidiary - 5,016 = 5,016
AoER—4EZH=+—H At 31 March 2001 - 5,016 - 5,016
i 1 08 1 : Net book value:
RZZEZ—E=]=+—H At3LMarch 2001 5,939 14,319 6,510 26,768

RoZBRE=A=+—H

At 31 March 2000

14. RMB AR 2 & 14. INTERESTS IN SUBSIDIARIES
NN

Company
2001 2000
T v o F oz
HK$' 000 HK$' 000
I b TR > e AR (B Unlisted shares, at cost 29,344 29,344
R W B A ) 3 TE Due from subsidiaries 334,905 191,942
364,249 221,286

A WA 1 Provisions for permanent diminutions

in values (26,593) (24,193)
JRE Wiz Ff JBG A m) 3K T 2 i Provisions for amounts due from subsidiaries (334,905) (191,942)
2,751 5,151
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14. RMIB QAR 2 = (4) 14. INTERESTS IN SUBSIDIARIES (continued)

JRE W B S 2 ) R T S G S B [

SR o

A BB A=At —H EEREA

The amounts due from subsidiaries are unsecured, interest-

free and have no fixed terms of repayment.

Particulars of the principal subsidiaries as at 31 March 2001

Al Z R R are as follows:
ADE R
EBTRARER REBDH
HAMEL/ BRA /MR A Percentage of equity
R Issued and fully interest attributable to
Place of paid-up ordinary the Company
NEER incorporation/ share capital/ HiZ i & TEXH
Name operations registered capital Direct Indirect Principal activities
B EE LA RA A & 27T - 100% REER
China Genetic Limited Hong Kong HK$2 Investment holding
(il 8 5L A PR 2 D)
(Formerly known as Pacific
Princess Limited)
HFEHRARA il 3L - 100% B &
China Silver Limited Hong Kong HK$3 Property holding
Forever Good Investments  #EE &M E /& il 1£ T = 100% BE R
Limited British Virgin Islands/ US$1 Investment holding
Hong Kong
RESERRA i 2678 = 100% L/ES1S
Forever Wealth Enterprises Hong Kong HK$2 Property holding
Limited
Gain Success Investments LBELHE /B 1%t - 100% HHEH
Limited British Virgin Islands/ Uss1 Securities dealing
Hong Kong
VRS E AT IR A it 2W L - 100% ES I8
Hung Wah Development Hong Kong HK$2 Property holding
Limited
ML (EE) HRAF ik 113,942,339i#5 1T - 100% BEE R
Nam Pei Hong (Holding) Hong Kong HK$113,942,339 Investment holding
Limited
(T2 LR AT R )
(Formerly known
as Foster (Group) Limited)
MR G A R A A B 10,000% & - 100% WERE
Nam Pei Hong Investments Hong Kong HK$10,000 Property holding

Limited
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AREH

Name

ML A A
Nam Pei Hong Management
Limited

Nam Pei Hong Nominees
Limited

AL 2 EA M AR A
Nam Pei Hong Sum Yung
Drugs Company Limited

N P H International
(B.V.I.) Limited

BT R A A RA

N P H Sino-Meditech Limited
(i A m AL 4T (v
HEAMRAR)
(Formerly known as N P H
(PRC) Distribution Limited)

i KA A R 7
Skyspace Investments Limited

i AT PR )
Well Gain Assets Limited

i A v A
AR F

Shanghai Hua Xin High
Biotechnology Inc.

N

Hong Kong Pharmaceutical Holdings Limited
& B B X HEEHFR

Al

(%)

S/
1R it 2
Place of

incor poration/
operations

Hi
Hong Kong

Hi
Hong Kong

Hi
Hong Kong

KR LR/ B

British Virgin Islands/
Hong Kong

&
Hong Kong

Ei
Hong Kong

&
Hong Kong

il
PRC
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14. INTERESTS IN SUBSIDIARIES (continued)

BRTRARERE
BRA/Z R
Issued and fully
paid-up ordinary

share capital/
registered capital

300,000 7&
HK$300,000

27T
HK$2

1,200,0007% 7t
HK$1,200,000

4ETL
Us$4

2T
HK$2

2T
HK$2

2T
HK$2

9,620,000 TG
US$9,620,000

RAREM
RERAL
Percentage of equity

interest attributable to

the Company
B Bk

Direct Indirect

= 100%

= 100%

= 100%

100% =

= 100%

100%

100%

= 57%

FREH

Principal activities

R 3 R

Provision of
management
services

i\ YN 5
Provision of
nominee Sservices

FERME A
R O & (2 o

Wholesale and retail
of Chinese
medicines, dried
seafoods and
health products

BB
Investment holding

Rl o
o B IR
Provision of
Chinese
clinical
services

BB
Investment holding

B &
Property holding

B R A
E i

Sale and production
of pharmaceutical
products
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RBLRR 2B () 14. INTERESTS IN SUBSIDIARIES (continued)
B ERF WA ) 2 W E) > R R The above table lists the subsidiaries of the Company which,
S5 ON W) T T B R AR T A AN AT BE 2 2 in the opinion of the directors, principally affected the
S ol A A [ E VR E 2 R A o results of the year or formed a substantial portion of the net
TR Ay o 5 A A B A W 2 RE I R assets of the Group. To give details of other subsidiaries
RILR would, in the opinion of the directors, result in particulars

of excessive length.

REE QT 2w 15. INTERESTS IN ASSOCIATES
PiN-S
Group
2001 2000
F o F it o
HK$' 000 HK$’ 000
T A & 7 A Share of net assets 818 =
JRE WS Wk 5 A | EE Due from associates 4,775 =
5,593 -
W AE A Provisions for diminutions in values (235) -
JE iz Bk % /N W] #KIE 2 B8 Provisions for amounts due from associates (1,570) =
3,788 -
B iz Mg 755 N ) K TEL T K e B M The amounts due from associates are unsecured, interest-
[ 2 2 K o free and have no fixed terms of repayment.
KB
ZBREAAL
AMRE£hY Percentage of equity
EHEE Place of interest attributable
AR AE Business registration to the Group FEER
Name structure and operations 2001 2000  Principal activities
FREFEENRETARAR &% B 33% = HEREEERGY R
Fujian Province Xinmin Corporate PRC B
High Biotechnology Co. Ltd. Production and sale of
genetic medicines and
medical equipment
A i T R ¥ B 31% = RN R
BERA R A Corporate PRC RELERE
Shanghai Biotechnology Industrial Provision of building
Zone United Development Co. Ltd. management and

environmental
support services
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®rE 16. INVESTMENTS
RHAKRE L ong term investments
rEE
Group
2001 2000
F it T F it oC
HK$’ 000 HK$’ 000
I LB HER & AR Unlisted equity investments, at cost 21,415 21,240
I W AE B A Less: Provisions for impairments in values (17,240) (16,240)
4,175 5,000
2 A A 1B B A RE N SR 5T 2 B RE N A I Pursuant to the Creditor Restructuring Agreement entered
ik > A4 [F] T 4K 47 B A7 (] (B 2 3,000,000 into between the Group and the Creditor, the Group’s
Je 2 I b T IHE B A R AR By R AR unlisted equity investments with a carrying value of HK$3
N BB AT T B ME N ] R I B AR 2 HE A o million were pledged to the Creditor as security for the
B AR ME N 2 8 3 4H & Bk % A HE N ] Creditor Convertible Note issued to the Creditor during the
Ji SR 2 BRI — 25 RS 4 I 5 year. Further details of the debt restructuring arrangements
A B 5E 2 5 Bt 55 25(e) - with the Creditor and principal terms of the Creditor
Convertible Note are set out in note 2 and note 25(e),
respectively.
EHRE Short term investments
rEE
Group
2001 2000
F it T F it oC
HK$’ 000 HK$’ 000
T B RE R > He T E Listed equity investments, at market value
s Hong Kong 10,924 =
AL E B RS R H A 2 R The market value of the Group’s short term investments at
2 T {H %79,804,000% T © the date of approval of these financial statements was

approximately HK$9,804,000.
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17. & 17. INVENTORIES
&
Group
2001 2000
F b C F it T
HK$' 000 HK$’ 000
J A4 A} Raw materials 118 =
TE B Work in progress 1,880 =
R Finished goods 508 =
T it Merchandise goods 6,905 3,281
9,411 3,281
18. BINE Z AR 18. TRADE RECEIVABLES
A5 £E B4 T A S A A W fEE R E i The Group’s credit terms granted to customers of Chinese
WK HF 2 EM 30K E60K 4T and other medicines, health products and dried seafoods
B R P 2 A5 S £ 60K 90K o fE range between 30 to 60 days. Its credit terms granted to
W B 5 Wk 2 R M A an R customers of pharmaceutical products range between 60 to

90 days. The aged analysis of trade receivables is as follows:

RE

Group
2001 2000
F it o0 F # T
HK$’ 000 HK$’ 000
1-3ff 1-3 months 1,641 87
4-61 4-6 months 1,881 17
7-1218 A 7-12 months 408 -
13-2418 A 13-24 months - 185
3,930 289
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19. B EZERKRQAFIA

JRE Wi i ] 428 JBe 4 R AR IE TG v ] A R
24 2 P 55 o A B ST 5 | o kI TG IR
ECD SNl i B A R LR L 2
i AR AH R 2 R R
+/\H B2 iR -

19.

—TET—F=A=+—H
31 March 2001
DUE FROM AN INTERMEDIATE
HOLDING COMPANY

The amount due from an intermediate holding company
represented the sharing of the Financial Restructuring costs
by the intermediate holding company. The amount is
unsecured and interest-free. The intermediate holding
company has confirmed to the Group that the outstanding
amount will be settled in full on or before 28 September,
2001.

20 RERBEHEEY 20. CASH AND CASH EQUIVALENTS
rEH PN
Group Company
2001 2000 2001 2000
T T Tt oT Tt T c
HK$ 000 HK$ 000 HK$ 000 HK$ 000
& JARATAE K Cash and bank balances 6,174 1,309 802 101
A7 3K Time deposits 81,209 = 81,209 =
87,383 1,309 82,011 101
21. EHESRAREE 21. TRADE AND BILLS PAYABLES

JRE A B2 5 B ook B S 2 WR B 4 A 0 T

The aged analysis of trade and bills payables is as follows:

rE

Group
2001 2000
F i oT F # T
HK$’ 000 HK$’ 000
1-3i H 1-3 months 4,832 1,191
4-61H J 4-6 months 392 —
7-1218 A 7-12 months 142 1,626
13-241 A 13-24 months 359 20,836
8 8 2418 A Over 24 months 6,490 -
12,215 23,653
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22. MBS FRIER BT RIE 22. OTHER PAYABLES AND ACCRUALS
REE KA T
Group Company
2001 2000 2001 2000
it i T T T c T i or F i
Note HK$'000 HK$’ 000 HK$'000 HK$' 000
JRE Tk TR e Accruals and other
Hofth £ 15 liabilities 48,912 40,214 5,734 19,072
JRE A°F 2 = 3 IH Due to a director 23 = 160 = 160
JRE A5t /0 S i 3R Due to a minority
KIH shareholder 163 = = =
49,075 40,374 5,734 19,232

23. BNES HEZERLAMKE  23.DUETO A DIRECTOR/AN
INTERMEDIATE HOLDING COMPANY

JRE A5 2B S K A o ] 2 R A R 22 SR IE TS The amounts due to a director and an intermediate holding
S A~ o S B A ] A K o company were unsecured, interest-free and had no fixed

terms of repayment.

24. RO REMER 24. BANK AND OTHER BORROWINGS
AEE KA F
Group Company
2001 2000 2001 2000
ki3 F T F#T F T F#T

Notes HK$' 000 HK$ 000 HK$' 000 HK$' 000

WATIE L Bank overdrafts 25 - 21,476 - -
SRAT S oAt £ 5K Current portion of bank
2 BSR4 and other borrowings 25 54,099 63,846 13,000 -
JRE A5 LI & 44 Current portion of hire
2 BHA & purchase contract
payables 26 127 205 - -
54,226 85,527 13,000 -
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31 March 2001

H it f& X 25. BANK AND OTHER BORROWINGS
iy NG|
Group Company
2001 2000 2001 2000
T i T Tt Fib T Tt
HK$'000 HK$'000 HK$'000 HK$'000
BITEL Bank overdrafts:
A AL Secured = 21,475 = =
g Unsecured - 1 = =
{5 B IR &30 # K47 — M aE(@)  Trust receipt loans, secured - note (a) 2,332 12,279 = =
BRI Bank loans:
R ) Secured - note () 45,485 48,643 - -
LA — 7 (c) Unsecured - note (c) 28,200 - = =
76,017 82,398 - -
LEEs & Convertible notes:
RATRBEESE Bank Convertible Note,
AR — [ 7k (d secured — note (d) 40,000 - 40,000 -
fEHE BT 4 fl 5 % Creditor Convertible Note,
FHEH — Fif it e) secured — note (€) 13,000 = 13,000 =
FOA B0 MEAGHH — FFE () Other loans, unsecured - note (f) 8,167 2,924 = =
137,184 85,322 53,000 -
SRS — 4 [ S 4 8 0 D Bank overdrafts repayable within
fBHR 2 BRAT X one year or on demand = 21,476 = =
JMER 2 BAT X Bank loans repayable:
AL 1%7% HEPEEMEE  Within one year or on demand 32,932 60,922 = =
TR 4 In the second year 3,098 - = =
RE=EERE (G EHE In the third to fifth years, inclusive
BHETEN) 23,992 - - -
TRk Beyond five years 15,995 - = -
76,017 60,922 - _
BRI TE: Convertible notes repayable:
M — N RE MBI REEE  Within one year or on demand 13,000 = 13,000 =
e In the second year 2,000 - 2,000 -
RE=EERE (G EHE In the third to fifth years, inclusive
HETEN) 38,000 - 38,000 -
TRk Beyond five years - = = =
53,000 - 53,000 -
BRI ‘ Other loans repayable:
AR — NS REMAREEE  Within one year or on demand 8,167 2,924 = =
SRAT M5 S B A (5 3R A5 Total bank and other borrowings 137,184 85,322 53,000 =
SIAE LB B A 2 7 Portion classified as current
- Witoa liailities - note 24 (54,099) (85,322) (13,000) -
R Long term portion 83,085 - 40,000 -
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H i 77 1 £ 3,000,000 7T 2 7 4 H|
ZHREYE MAN TR Z A

PR AE J HEAT

A

Principal Amount:

ES
Interest:

[
s

Repayment:
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TREMER &) 25. BANK AND OTHER BORROWINGS
(continued)
A AR ] 2 45 ST RO A 2R T DA R &5 4 (@) The Group's trust receipts loans were secured by one

of the Group’s investment properties with an aggregate
carrying value of HK$3,000,000 at the balance sheet
date and corporate guarantee executed by the
Company.

e do AR (b) The principal terms of the bank loans are summarized

below:

H HE SR AT
Sin Hua Bank Ltd.

#B 43 {5 B — 39,986,711 T6
Tranche A facility — HK$39,986,711
BB 43 {5 £ — 5,498,607 7G
Tranche B facility — HK$5,498,607

AR5 LA AR 55 R A 48 2 R R 8 1.5 o BB i H S AT e
The Tranche A facility bears an interest rate equal to the Hong Kong prime
lending rate minus 1.5 per cent per annum. The interest is payable each month.

BB 35 B 7 FILE o
The Tranche B facility bears no interest.

AFRHE B A B2 B 3618 H 45 43 PU 4 (5 » R 8800 I B A 42 2. 10% ~ 20% ~
30%/%40% °

The Tranche A facility is repayable by 4 annual instalments commencing 36
months after drawdown in the respective amounts of 10%, 20%, 30% and 40% of
the principal amount.

F A5 275 43 T 1 4 22 > 2,400,0009 T8 74 42 A% 1240 F 452 65 % - B o H A%
1218 3 % -
The Tranche B facility is repayable by 2 instalments, HK$2.4 million on the date
falling 12 months after drawdown and the residual balance repayable 12 months
thereafter.

The bank loans were drawn down by China Vantage

Limited, a wholly owned subsidiary of the Company,
on 27 April 2000.
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25. RIT R EAMER )

(b)

(©)

(%)

R B 2 ST 554K T BT 81 4% TELAE
AL

(i)

(i)

(iii)

(iv)

v)

Ji &5 % H B A7 18 {8 40,150,000
WBILZ ALEE 2% THREY
%

AR B 2 T B S ] 2 A

S W U TR 2 T
K F B AR A

T SR A 4R B (o A A s 2 5 TR
By A

AL TR A F 2 AR
R

AN R B FE A T I O B AT
ZARZERE R

AN ] 2 AR ER AT B K 2 AR A
6.65)5 > i ZH R —FFE _AE A TN
H g % o

—EFF-F=A=1—H
31 March 2001

25. BANK AND OTHER BORROWINGS
(continued)

(b)

(©

(continued)

The Group’s bank loans were secured by:

(i) Certain of the Group’s investment properties
with an aggregate carrying value of
HK$40,150,000 at the balance sheet date;

(ii) Fixed and floating charges over certain of the
Group’s subsidiaries shares, undertakings,
properties, assets and rights;

(iii) Assignment of rentals over certain of the Group's
investment properties situated in Hong Kong;

(iv) Debentures over certain of the Group’s
subsidiaries; and

(v) Corporate guarantees executed by the Company
and certain of its subsidiaries.

The Group’s unsecured bank loan bears interest at
6.65% per annum and is repayable on 16 February
2002.
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25. SRITR EMER ) 25. BANK AND OTHER BORROWINGS
(continued)

(d) SBRATATHRMREIR ([ 2 F &= (d) The principal terms of the Bank Convertible Note
BT : (“Note") are summarised below:
BTN AN H
I ssuer: The Company
SRERA A T SR AT
Noteholder: Sin Hua Bank Ltd.
A4 40,000,000%E 7G
Principal amount: HK$40,000,000
R X SRR NN /NI CIR - 9Nl i
Voting: The Noteholder is not entitled to attend or vote at any meetings of the Company
SO g /It 0.10%% 75 » 7] T 3 %
Conversion price: HK$0.10 per share, subject to adjustment
FIE G A ZH A AR EAT B AR E N A K — B 2 B UK HAZ 5k

ZSEH B2 B OB % H 5k 7 2 A A R S AT e

Interest: 4% per annum, payable semi-annually in arrears on dates falling six months and

one year after the date of issue of the Note and on the respective dates falling
every six months thereafter until the maturity date.

[
s

R A 4 B AR W) ZE A SRR AT B E  WE AEAR R S B J— 4R 2
2 B B HA% A2 4 — 17 A S B R B A B A R R AR B 2 5% -
5% ~ 10% ~ 10% - 35%%35% °

Repayment: The Company is required to repay the principal amount outstanding by six semi-
annual successive instalments on dates falling six months and one year after the
second anniversary of the date of issue of the Note and on the anniversaries of
such dates of each year thereafter in the respective amounts of 5%, 5%, 10%,
10%, 35% and 35% of the principal amount outstanding.

) 1 : A m) R SRR AT BB R A OB AR 0] SRR R AR R A BRI R R
AR 4 ) R A 22 F R e
Maturity: The Company is required to repay the principal monies outstanding under the

relevant Note to the Noteholder together with accrued interest on the fifth
anniversary of the date of issue of the Note.

SRR - SRR AN A RETA BT 1A BE I DL A s A 4 SR 2 AN e R AR A W] 2
70 J o i DA SR8 4 AT 8 SRR e B IR 22 B A5 A - 1) SRR A N
47 400,000,000/8 7 4 Hl i & 78 fi% o

Right of conversion: Noteholder has the right to convert the whole or part of the principal amount of
the Note into new ordinary shares of the Company at any time prior to maturity.
Upon the full conversion of the Note at the conversion price, based on the existing
capital structure, 400,000,000 new ordinary shares of the Company will be issued
to the Notehol der.
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25. RITREMER (&) 25. BANK AND OTHER BORROWINGS
(continued)

(d) (%) (d) (continued)
EHRFA ERFEMHA A H The Note was issued to Sin Hua Bank Ltd. on 27
AT 2 AN F R BIR & b AT April 2000 following an ordinary resolution approving
SR EERRER RECR the issue of the Note passed by the shareholders at
FREAFNH & H 84T T the Company’s special general meeting held on 25
AT April 2000.

SR DA T 51 #5 TE AR fy HE 4 -

(i) ALEETHREWE:

(i) AR = T 8 A Rl 2 A
T W LR 2 [ e
B VR HEAH S K

(i) T A 4 B i A s 2 5 TR
G EZ A

The Note was secured by:
(i) Certain of the Group's investment properties;

(ii) Fixed and floating charges over certain of the
Group’s subsidiaries shares, undertakings,

properties, assets and rights; and

(iii) Assignment of rentals over certain of the Group’s
investment properties situated in Hong Kong.

(e) fMEMEANPTHE S ([HE]) 2 £ (e) The principal terms of Creditor Convertible Note

FERA G (“Note”) are summarized below:

AT A

I ssuer: The Company

S E NS HEILE AR

Noteholder: Xinyuan Trading Company Limited

e 13,000,000 JG

Principal amount:  HK$13,000,000

oS SR NS AT R AR 2y mAE ] gk R & b

Voting: The Noteholder is not entitled to attend or vote at any meetings of the Company

SLHE 5 I%0.10% 7T - 7] T o B

Conversion price:  HK$0.10 per share, subject to adjustment

FE Efw@ o3 T A SN > ZE R BEAT SRR H SR A A% SO B T 2R 21
A

Interest: 4% per annum, payable by two instalments, the first to be payable on date falling six
months from the date of issue of the Note; and the second to be payable on the
maturity date.

K AN A RN H — R R A

Repayment: The Company shall repay the principal amount of the Note outstanding in one lump
sum on the maturity date.

3 - AN E AR R E AR A b H B E SR A OB A B R R
R G R R AT 2 B

Maturity: The Company is required to repay the principal monies outstanding under the relevant
Note to the Noteholder together with accrued interest upon its maturity on 27 April
2001.

SO HEF] - SRR A N ARE S 2 AT BE R D 2 B A A SRR 2 AR e R AR AS 4 W) 2 R

Right of conversion:

R B LA 2 AT SRR i B 2 R B I & E IR R A AT
130,000,000 7 & 78 Ji -

Noteholder has the right to convert the whole or part of the principal amount of the
Note into new ordinary shares of the Company at any time prior to maturity. Upon
the full conversion of the Note at the conversion price, based on the existing capital
structure 130,000,000 new ordinary shares of the Company will be issued to the
Noteholder.
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(e

0]

TREAMER &)

(%)

WA~ EFFENA =+ A
AT 2 A R AT
W2 WE R R BT R
FEFFEMWA AL BT ET
B8 AT

SRR TS LLAS £R M 1R 0 4 Hennabun
Management Inc. 4.32%x & # 17 i%
ASAE R A

HAAZ R_FF—FWNA =+
LH - ARFAZEEN ZETES A
B S ) > 4 1 HE N W # R S R AT
A JEC o R A0 SR SR 2y AR A R
J%0.10#k 5T 2 130,000,0004% 3 %8 A »
B RGBEER —FE—F L
+— H #3% T Hong Taux % & I J&
/N H) > Wai Fat International Limited °
FI DA 4 2 B A5 O B 4% i % o

A 4 [ 51 7 i B AR 2 At B R A
90 % 1 K% 7 14 208 0 R B £ 2 o LAt
R A 455 i K B R ) 2 R K
JH 2,256,000 7T » H: H1 799,000% 7T
TIARTEFIE - ) 5 2 4F F1 22 15 3.06%
£7.029% °
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25. BANK AND OTHER BORROWINGS
(continued)

(e)

)

(continued)

The Note was issued to Xinyuan Trading Company
Limited on 27 April 2000 following an ordinary
resolution approving the issue of the Note passed by
the shareholders at the Company’s special general
meeting held on 25 April 2000.

The Note was secured by a share charge over 4.32%
of the issued share capital in Hennabun Management
Inc., being a long term investment of the Group.

Subsequent to the balance sheet date on 27 April 2001,
the Company’s creditor, Xinyuan Trading Company
Limited, exercised its conversion rights under the
Creditor Convertible Note to convert the convertible
note into 130 million ordinary shares of HK$0.10 each
in the Company. These shares were subsequently
transferred, on 21 May 2001, to Wai Fat |nternational
Limited, a wholly owned subsidiary of Hong Tau. The
securities pledged were also subsequently released.

Other loans of the Group included under current
liabilities are unsecured and are repayable on demand.
Included in other loans is an amount of HK$2,256,000
due to a director of a subsidiary, which HK$799,000
is interest-free, with the remaining balances bearing
interest at rates ranging from 3.06% to 7.029% per
annum.
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26. ABEN 2 EARE

W& HARBAE G A 2R

—TET—F=A=+—H
31 March 2001
26. HIRE PURCHASE CONTRACT
PAYABLES

£ F There were obligations under hire purchase contracts at the
balance sheet date as follows:

rEE
Group
2001 2000
F it T F it T
HK$’ 000 HK$’ 000
JRE A X T Amounts payable:
—4ENRN Within one year 158 254
o AR In the second year 92 86
- o In the third to fifth years,
(R M EIEEN) inclusive 120 20
FEL I 15 44 B IR A 3 A 7 Total minimum hire purchase
contract payments 370 360
H 1% 0 i % Future hire purchase charges (74) (70)
L1 A %9 JE A5 3k T Total net hire purchase contract payables 296 290
FHZ B
H1E B A R 2 Portion classified as current
Wy — Mt 24 liabilities — note 24 (127) (205)
= HE8 1y Long term portion 169 85
27. IR 27. SHARE CAPITAL
Bz Shares
2001 2000
T#TT Tl
HK$'000 HK$'000
B A Authorised:
3,000,000,000/ (=% F %4 : 3,000,000,000 (2000: 1,000,000,000)
1,000,000,000f% ) % & i (6.0.10# 7C 2 L @M ordinary shares of HK$0.10 each 300,000 100,000

C B AT R R A
1,253,396,700f (~ZE T4
596,983,490 ) 45 H i {0,101 72

Issued and fully paid:
1,253,396,700(2000: 596,983,490)
ZEE ordinary shares of HK$0.10 each 125,339 59,698

Annual Report 2000/2001 5



27. R (#)

RN BRAT T B A S )

(a

(b)

(c)

(d)

MR ZFETAENH =+ h A%
A1 2 e RS Bl R & b i 2 2t 22 R
BB PR g Wk BB EEN
HZ 7N HAR

(i) ke A B AR 2 0.08
W T > 1 B Ry BLAT B 2 T
A 4 % T {EL0. 1035 JT HIl I = &
H¥% T {EL 0.02 T o [H] M T A% A<
JIT 15 2 3£ T8 #) 47,759,000 7T »
1% R VR SRS A 2 ) [m] 4 U 2
0 2 1R T M R B AT
et T 0 e R e AR A S
J% T (R 0.027 7T 2 L7y e

(i) A2 ) WA B T {E 0.02¥ T
Z BB AT KRB AT e T H
T % 45 5 T (B 0.023 7T 2 A 4y
A OF B — BB B T (. 0.10%5 o
Z Bty 2 H A o

(iii) #E 4 5% 2,000,000,0004% 45 A I
{E0.10%5 7T # & OF B 03 » A A
AR CE R 2 % E A |l
100,000,000% o # 1 =
300,000,000 T -

AT EERFNA N H LR
W 15 49 I 0.10% oo #5171 iR 1H (H
0.10%5 7T 2 800,000,0000% #r % 17 T
Tin Ming Management Limited > j#
0Bk B AT 2 A E & R E A
80,000,000%: JG ©

P EEFAEN A 4\ H > DL
W 8 45 M 0.10%k Tt #% 17 45 I T (H
0.10%k 7T Z 200,000,0000% 37 % 74 T
= A8 AL N B i 0 BR BH 2
Rl 2 A8 Bl 4 10 {E £ 20,000,000 T

RoBBRRERA =+ H LR
Wi {45 1 0.60¥5 I %6 47 4 ¢ 1
0.10%5 7T 2 134,000,0000% 37 1% 17 7
BT B IR A T 2 A
4 118 % 80,000,000%5 It °

[ ]
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27. SHARE CAPITAL (continued)

During the year, the following movements in share capital
were recorded:

@

(b)

(©

(d)

Pursuant to special and ordinary resolutions passed at
a special general meeting held on 25 April 2000, which
became effective on 26 April 2000:

(i) The nominal value of the then existing shares
was reduced from HK$0.10 each to HK$0.02
each by cancelling HK$0.08 on each paid up
share. The credit arising as aresult of the capital
reduction of approximately HK$47,759,000 was
applied to partially eliminate the accumulated
losses of the Company by the same amount. The
authorised, but unissued shares were re-
designated and subdivided into shares of
HK$0.02 each.

(ii) Theissued and unissued shares of HK$0.02 each
of the Company were consolidated on the basis
of every five shares of HK$0.02 each into one
share of HK$0.10 each.

(iii) The Company’s authorised share capital was
increased from HK$100,000,000 to
HK$300,000,000 by the creation of
2,000,000,000 new consolidated shares of
HK$0.10 each.

On 26 April 2000, 800 million new shares of HK$0.10
each were issued to Tin Ming Management Limited
for cash at a subscription price of HK$0.10 per share
for a total cash consideration, before expenses, of
HK$80 million.

On 28 April 2000, 200 million new shares of HK$0.10
each were issued to three independent private investors
for cash at a subscription price of HK$0.10 per share
for a total cash consideration, before expenses, of
HK$20 million.

On 22 September 2000, 134 million new shares of
HK$0.10 each were issued to certain investors for
cash at a subscription price of HK$0.60 per share for
a total cash consideration, before expenses, of
approximately HK$80 million.
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27. SHARE CAPITAL (continued)

A summary of the transactions during the year with reference
to the above movements of the Company’s ordinary share

capital is as follows:

BRO.10E%
EERHE
Number of
ordinary shares £8
of HK$0.10 each Amount
T % T i 7T
000 HK$' 000
B oEBEENH—H Asat 1 April 2000 596,983 59,698
il ol Je 0 (L M A DF B A Reduction in nominal value and
2 %@ i consolidation of existing ordinary shares (477,586) (47,759)
Tin Ming Management Limited Subscription by Tin Ming
R 1 1 Management Limited 800,000 80,000
NEETEMA A NH Private placement
A N on 28 April 2000 200,000 20,000
AZERTENA -+ ZH Private placement
Z Fh N e on 22 September 2000 134,000 13,400
h_EE—FE=H=+—H As at 31 March 2001 1,253,397 125,339

BRRE

R—IULEFE LA == B AN A
— IR A B ([RZRT®)) BRI TS
A 1) A o ) R B A W 2
i B 5% AT R AR A ) M A7 2 B A < 4%
22 BB W] R 2 B B BOH R A
B AR N B AS I OB AT AR 2 10% © %t
HR—NANEFERA T+ HE-FE
AT A AR e 1R T AR A
N = 2 W R - L] SR A B 2 R 1R
At AR AR % w4 Y 2 A T I
By 2 E B H 25% -

Share options

On 22 September 1997, the Company approved a share
option scheme (the “Scheme”) under which the directors
may, at their discretion, grant options to directors and
employees of the Company and its subsidiaries to subscribe
for shares in the Company. The maximum number of shares
in respect of which options may be granted may not exceed
10% of the share capital of the Company in issue from time
to time. The Scheme will remain in force for the period
from 22 September 1997 to 5 November 2001. The
maximum number of shares in respect of which options
may be granted to any eligible person may not exceed 25%
of the maximum number of shares in respect of which
options may be granted under the Scheme.
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27. R (#)

RBRAE ()

A RETAEN H — H > %44 19,200,000

mar g A — ket A =10
FoBE—AE=H bR H A
2 ) A 2 W AR AT 2 B TR o 4T i 5% A
i gk 8 B A =2 AT fik A A T 44 JRE 0,305 T
0.67¥5 JC (AT T LA g ) o SR 1M » 3 78 Bt 75
R M 2B I SR AR A — AN
H AT 2 A5 m) 4= 2 40 > WS ARHE 45 DF
%% 3,840,000 K 7% 5 W J HE 17 fii Iy 2 B
47 (548 B #4884 F 5 K 1.50% T =
3.35%k 70 o T A fif % AR A 4F 1 A g% o

JiN4E A > 4 45 108,940,00017 1 5 HE DL B 4
RE+— TR THE TEF LR R
CEEAEZA=ZSF—H o AANFMA
108,940,000 % 1% #E vT L Fe 47 Al =%
FRELH+ABE FE=4HE+H -
U B R RO AR A E] B 2 R AT
BRI R = =+ —H
AR ] 22 B AS B R - AT T A R i 2 B
BEOMOE % BT e Kk 0.10% T 2
108,940,000 % #h i 155 ©

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

ARIHE

—EFF-F=A=1—H
31 March 2001

27. SHARE CAPITAL (continued)

Shar e options (continued)

As at 1 April 2000, there were 19,200,000 options
outstanding which entitled the holders to subscribe for shares
of the Company during certain periods which range from
30 October 1997 to 25 March 2001. The subscription price
payable upon the exercise of such options ranges from
HK$0.30 each to HK$0.67 each, subject to adjustment. As
aresult of the capital restructuring of the Company on 26
April 2000 as further detailed in note 2 to the financial
statements, the number of share options were consolidated
to 3,840,000 and subscription price payable for a
consolidated share upon the exercise of such options was
adjusted and ranges from HK$1.50 each to HK$3.35 each.
All the share options lapsed during the year.

During the year, a total of 108,940,000 share options were
granted to certain directors and employees for cash
consideration of HK$11.00. As at 31 March 2001, the
Company had 108,940,000 outstanding share options which
entitled the holders to subscribe for shares of the Company
during certain periods which range from 16 May 2000 to
29 October 2003. The exercise in full of the remaining
share options would, under the capital structure of the
Company as at 31 March 2001, result in the issue of
108,940,000 additional shares of HK$0.10 each.
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(ERi] 28. RESERVES
rE Group
&x 5
R G FEGEE
REE Capital EAfGE PN Exchange 2BEFR
Share  redemption Capital  Contributed  fluctuation ~ Accumulated ag
premium reserve reserve surplus reserve losses Total
T#x THT T#T T#x T#T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=JUUEEA—H At 1 April 1999 75,693 297 12,018 80,933 6 (313,897)  (144,690)
B RA Issue of shares 320 - - - - - 320
BrnER Share issuie expenses (204) = - = = = (204)
R REH Loss for the year - = - - = (5,865) (5,865)
REFFFESH A3 March 2000 and
=t —HRER beginning of year 75,809 297 12,218 80,033 6 (319762)  (150439)
HI B A — ffi£27  Capital reduction - note 27 - - - - = 47,759 47,759
B b Issue of shares 67,000 = - = = - 67,000
BrnER Share issue expenses (2.427) - - - - = (2,427)
KEFER Loss for the year = = = = = (15,296) (15,296)
RZEZ-HEZH At31March 2001
=t—H 140,382 297 12,278 80,933 6 (287,299) (53,403)
AT Company
£%
BE
BB EE Capital AR 2REE
Share redemption Contributed Accumulated ok
premium reserve surplus losses Total
Tk T Tk T Tk
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000
R=JASEMA—R At 1 April 1999 75,693 297 78,810 (217,867) (63,067)
BAT MR Issue of shares 320 - - - 320
BhkhER Share issue expenses (204) - = - (204)
KEEER Loss for the year = = = (7,951) (7,951)
RZZZZFZN At 31 March 2000 and
=t+—HRED beginning of year 75,809 207 78,810 (225,818) (70,902)
HI R A — W aE2T Capital reduction - note 27 - - = 47,759 47,759
BRI Issue of shares 67,000 - - - 67,000
BkmpER Share issue expenses (2.427) - = = (2.427)
KEEER Loss for the year = = = (133,631) (133,631)
REZZZF—F=A=+—H At3LMarch 2001 140,382 27 78,810 (311,690) (92,201)
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29. NOTES TO THE CONSOLIDATED
CASH FLOW STATEMENT

EK (@)

Reconciliation of profit/(loss) from operating activities

ZHREREFHEAH X to net cash outflow from operating activities
rEE
Group
2001 2000
Tt Fib
HK$'000 HK$'000
BEEEGRH/ (BR) Profit/(loss) from operating activities (11,067) 2,132
FEA Interest income (5,409) (39)
& Depreciation 2,514 1,175
EHBREATHEE Loss on changes in fair value of
WEZER short term investments 2,689 -
BB 2 s Gain on disposal of short term investments (1,403) =
hEREWE R Loss on disposal of investment properties = 1,020
BERENEL (Surplus)/deficit on revaluation of
(E8%) /Wifh investment properties (1,299) 1,500
RHBE ZBER Provisions for impairments in values of
long term investments 2,000 -
A 5 9 B it Write back of trade payables - (4,478)
hEREEEZER Loss on disposal of fixed assets 242 33
[ 3 Fixed assets written off = 3
JRE M P R MR A8 1 I Reversal of provisions for doubtful receivables (3,000) (12,262)
TEC B 5 ek
() /8 (Increase)/decrease in trade receivables (723) 265
B (B /B (Increase)/decrease in inventories (2,903) 1,472
BN FUR 8 R (Increase)/decrease in prepayments, deposits
FE 2k () /i and other debtors (2,705) 898
JRE o o B 2 6 Increase in amount due from an intermediate
FIRE N holding company (2,118) -
BT 5 RRREHE/ (8D Increasel(decrease) in trade and bills payables 1,059 (2,542)
JE R S0 J A B W‘ V2! (Decrease)/increase in accruals and other liabilities (3,400) 718
A5 o B 8 ) (D) /B (Decrease)/increase in amount due to
an intermediate holding company (988) 988
FERE 2 2E (WD) /B (Decrease)/increase in amount due to a director (160) 160
TE A58 7 S SR ST 38 Increase in amount due to a minority shareholder 163 =
REEK B BN FHE Net cash outflow from operating activities (26,508) (8,957)
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(b) FABMEZR 20

29. NOTES TO THE CONSOLIDATED

—_EE—4F¢=HF=+—H
31 March 2001

CASH FLOW STATEMENT (continued)

(b) Analysis of changesin financing during the year

R& (B HEaH2
B EE) RTR A 5E
Share capital HithfER Hire DE
(including HABHK Bank purchase RRER
share  Contributed and other contract Minority
premium) surplus borrowings payables interests
Tk Fi#x Fi#r Tt Tt
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000
R=JNERA—H At 1April 1999 125,331 80,933 73,548 494 3
Fi BB 20 7 Dissolution of subsidiaries - - - - 3)
fEH R Debt assignment - = (12,262) = =
MEES 2 B2 Cash inflow/(outflow) from
WA/ (i) §%  financing activities, net 10,176 = 193 (204) =
RZZFFE=N At 31 March 2000 and
=t —HRED beginning of year 135,507 80,933 61,479 290 -
RN A" Subsidiary acquired during
the year - - 36,367 - 21,816
M A A — Wit 27 Capital reduction - note 27 (47,759) - = = =
BITEHEAMHMEE  Issue of Creditor Convertible
18 A B £ 52 5 Note to set off a trade payable
IR — M 729(c) — note 29 (c) = = 13,000 = =
MEES 252 Cash inflow/(outflow) from
WA/ (i) % financing activities, net 177,973 = 24,006 (244) =
AR AL Inception of hire purchase
contracts = = = 250 =
RZZFF =R At 31 March 2001
=t—H 265,721 80,933 134,852 296 21,816
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(c)

TEFRERS

R N 2 A0 o > A A T A
#E A %% 47 13,000,000% T f& #E A 7]
i JE S5 AR 5 A 42 B KR HE AR
S5 OB GRS - fEOME N AT R I R R
Z M — A FF I SO B 5E 25(e) &
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29. NOTES TO THE CONSOLIDATED
CASH FLOW STATEMENT (continued)

(c) Major non-cash transaction

Pursuant to the Creditor Restructuring Agreement, the
Company issued to the Creditor a HK$13 million
Creditor Convertible Note to set off the Group’s trade
payable of the same amount owed to the Creditor.
Further details of the Creditor Convertible Note are

3@ -

(d) WERKHELQIF

set out in notes 25(e) and 33(a).

(d) Acquisition of a subsidiary

2001 2000
SR SR
HK$'000 HK$' 000

W B 2 (A Net assets acquired:
QT E-YNCIPA Interests in associates 3,788 =
8 5 & Fixed assets 71,162 =
RH#&E Long term investments 1,175 =
& Intangible assets 20,829 =
& BB Cash and bank balances 3,261 =
& Inventories 3,227 =
JEE Wi B 5 B Trade receivables 2,918 =
TEA B £ 4 B A B it B E Prepayments, deposits and other receivables 1,653 =
JE £ 8 55 MR 3k Trade payables (503) -
JE it 2R IE S A A 5 Accruals and other libilities (20,408) -
AT B A Bank loan, unsecured (28,200) -
FOA R AT Other loans, unsecured (8,167) -
b U £ Minority interests (21,816) =
28,919 -
i AR 2 Goodwill on acquisition 5,939 =
RE Consideration 34,858 =

SZNWE:E Satisfied by:

R Cash 32,553 -
W R A 2 T Incidental acquisition costs 2,305 =
34,858 -
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29. NOTES TO THE CONSOLIDATED

CASH FLOW STATEMENT (continued)
(d) Acquisition of a subsidiary (continued)

Analysis of the net outflow of cash and cash

) 2 i TR R A BT equivalents in respect of the acquisition of a
subsidiary:
2001 2000
F it T F it o
HK$’ 000 HK$’ 000
Wi i 2 B4 I Cash and bank balances
SRAT A7 3K acquired 3,261 =
Bl 4 A0 1H Cash consideration (34,858) =
Wl IE B 2 Bl X Net outflow of cash and
BEHEYZ cash equivalents
i i1 5 A in respect of the acquisition (31,597) -

A 2 B 24
A I 2 B B R B
D WO B 2 55 4 K R
Bk o

30. RAREE

N EEAEZH =+ — > AN A A
T T A ) 2 Rl T SR AT AE 40
50,487,000 J& (— % % & 4F : 91,500,000
W) ZER-FHEXRCH AL
47,817,000 7t (— % & F 4F : 82,398,000
s on) o

B b SCRT 45 58 Sb > TR A R B AR A B AR 2
) Slf 48 A ) 2K B B R e

The subsidiary acquired during the year made no
significant contribution to the Group in respect of the
cash flows, turnover and contribution to the
consolidated |oss before minority interests for the year.

30. CONTINGENT LIABILITIES

As at 31 March 2001, the Company had given guarantees
of approximately HK$50,487,000 (2000: HK$91,500,000)
to banks in connection with facilities granted to certain
subsidiaries. The facilities were utilised to the extent of
approximately HK$47,817,000 (2000: HK $82,398,000).

Save as disclosed above, neither the Group nor the Company
had any significant contingent liabilities as at the balance
sheet date.
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31. A& 31. COMMITMENTS
rEE
Group
2001 2000
F i C Fits T
HK$' 000 HK$' 000
(a) BEARRYE: (d) Capital commitments:
EAHEOREER (G 20 Contracted, but not provided for 10,623 8,346
T HEHE (0 R FT 49 Authorised, but not contracted for 8,420 8,420
19,043 16,766
(b) A% FH A 7R o5 (b) Commitments under operating |eases
REE—F=H=1T—H> &A% As at 31 March 2001, the Group had commitments
o] R 4 S A B > A AR AT R AR under non-cancellable operating leases to make
AT Z ARSI payments in the following year as follows:
2001 2000
F i oC T T
HK$' 000 HK$’ 000
-t K AEFE E B 0 Land and buildings expiring:
—4ER Within one year 1,668 2,480
BB ASE (BE  In the second to fifth years,
WA GAETEN) inclusive 6,490 2,079
8,158 4,559
TAAESE B > AR ) Slf7 6 A A B KR A At the balance sheet date, the Company did not have any

significant commitments.
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2. BEALRE 32. RELATED PARTY TRANSACTION
TAAE N BRI R g R A A During the year, Shenzhen Delu Investment Limited, a
— RN 2 EE R oA A ER company in which a director of the Company, Mr. Sun Hiu
RCBE ) 2N A BRA S ) 2 — T B s Lu, has significant influence, has provided a guarantee in
ZARAT B K ] — R ERAT R AR O R = F favour of a bank for a bank loan granted to a subsidiary of
F—E=H =T —H &R EREAR the Company amounting to RMB30,000,000 as at 31 March
#%30,000,0007T ° 2001.

3. HEB#EZER 33.POST BALANCE SHEET EVENTS
() #HHEHBZ R_FF—FWNH =+ (a) Subsequent to the balance sheet date on 27 April 2001,

(b)

L H ARAFMEMEANFZICR S AR
VNEIRE S Xt UNGIE: &% ¥l
S e T T R I S R SR 2 AR
) 4 £ 0.10%5 7T 2 130,000,000/
AT o SZ A R BE AR —F T — 4R
fLH =+ — Hi## T Hong TauZz &
¥ [ft J& 4 7] Wai Fat International
Limited = I LA 2 & 03 75 B 14 18
e B

the Company’s creditor, Xinyuan Trading Company
Limited, exercised its conversion rights under the
Creditor Convertible Note to convert the convertible
note into 130 million ordinary shares of HK$0.10 each
in the Company. These shares were subsequently
transferred, on 21 May 2001, to Wai Fat International
Limited, a wholly owned subsidiary of Hong Tau. The
securities pledged were also subsequently released.

R EEEE A —H > AN ) E (b) In November 2000, the Company entered into an
V7 48 N7 5 = 3 TS Wt e AR 4R v B 1 agreement with two independent third parties to
AL — AN GE A 25 [ establish a sino-foreign equity joint venture company,
PN R s 29 B R LR A PR Wl | (ff namely, Yang Zhou Genetic Engineering Ltd., (* Yang
(AR DN TRDIRY 5 37T S /NG Zhou”) under the laws of the PRC. Pursuant to the
B 3t T 49 7 [ 240 il 1) 455 K i 4 agreement, the Company and the aforesaid parties
# A 10,500,000t A R # - agreed to make capital contributions of RMB10.5
15,000,000t A B ¥ & 5,000,0007C million, RMB15 million and RMB5 million,
N B 2 G A B4 Al 7 5k it & A respectively, to Yang Zhou, representing 34.43%,
Z.34.43% ~ 49.18%}216.39% ° A —% 49.18% and 16.39% of the registered capital of Yang
F—HENH -+ AH-KFTHTE Zhou, respectively. On 28 April 2001, the registered
] 5 K #k 4 41 % 25,600,0000C A capital of Yang Zhou was paid up to RMB25.6 million
Rz sE & A4 by the three parties.

Annual Report 2000/2001 5



33. EEHEBZEE #)

©

ATEEAELH A H > AN A

T 5 = E BT AR R S Bk - BRI
R AR > FEFRE D
B AR T B AR = A — R
HRBE RO 2 A BRA R > I — e 5K
HSEAT RN 7] 51% FIMERT © 7l AR
fUAB % 15,254,400 # 7T - A5 AT 4
3,000,000%5 76 A K [1] 38 = 35 4547 A] #2
BB 1.38 Wb TG ZAB S Sed 2y AR A I
#2. 12,254,400 #5 70 2 AT 461 5245 o
BRI N ER S EE—FE LA
T EHZARAFEN TR o

34. kB EH

SO

A T HCI R O E R 0 8 AR 5 A AR R
Z 23 K-

BB WR 2 E

M HREMEFGR L -FLH]
75 B -
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33. POST BALANCE SHEET EVENTS

(continued)

(c) ©On20Jduly 2001, the Company entered into amemorandum
of understanding with certain third parties pursuant to
which the third parties have agreed to sell, and the
Company has agreed to purchase in aggregate a 51% equity
interest owned by the third parties in Gui Zhou Ensure
Chain Pharmaceutical Company Limited, alimited liability
company incorporated in the PRC, at atotal consideration
of HK$15,254,400 to be satisfied by cash payment of
HK$3,000,000 and the issue to the third parties of
HK$12,254,400 convertible notes convertible at HK$1.38
per share, subject to the satisfaction of certain conditions.
Details of the propsoed acquisition have been disclosed in
the Company’s announcement dated 23 July 2001.

34. COMPARATIVE AMOUNTS

35.

Certain comparative amounts have been reclassified to
conform with the current year’s presentation.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved by the board of
directors on 26 July 2001.
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