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The Directors have pleasure in presenting to the shareholders
their report together with the audited financial statements
of WellNet Holdings Limited (the “Company”) and its
subsidiaries (collectively known as the “Group”) for the year
ended 31 December 2000.

FINANCIAL RESULTS

The results of the Group for the year ended 31 December
2000 are set out in the consolidated income statement on
page 39.

The respective state of affairs of the Group and the Company
as at 31 December 2000 are set out in the balance sheets
on pages 41 and 42.

The Group’s cash flows are set out in the statement on
pages 43 to 45.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding.

The principal activities of the Group are metal trading,
manufacturing of metal products, operation of metal
exchange portals and property development and investment.

Analysis of the Group’s turnover and operating results for
the year are set out in note 4 to the financial statements
on page 59.

DIVIDENDS

No interim dividend was paid during the year.

The Directors have resolved not to recommend the payment
of a final dividend for the year ended 31 December 2000.

Report of the Directors  
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MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases attributable to the Group’s
major suppliers are as follows:

%

– the largest supplier 15
– five largest suppliers combined 43

None of the Directors, their respective associates nor
shareholders (which to the knowledge of the Directors own
more than 5% of the Company’s share capital) has any
interest in the above suppliers at any time during the year.

The aggregate percentages of sales attributable to the
Group’s five largest customers is less than 30% of the total
amount involved.

FIXED ASSETS

The movements in fixed assets during the year are set out
in note 13 to the financial statements on page 69.

The particulars of properties held by the Group for
development and sale or for investment as at 31 December
2000 are set out on pages 94 and 95.

SUBSIDIARIES

The particulars of the Company’s principal subsidiaries as
at 31 December 2000 are set out in note 14 to the financial
statements on pages 71 to 75.

BANK LOANS

The particulars of the Group’s bank loans are set out in
note 27 to the financial statements on page 86.

Most of the Group’s bank loans were denominated in HK$
and US$ except for certain bank loans of approximately
HK$18 mill ion (1999: HK$19 mill ion)  which were
denominated in Renmenbi and were made to finance the
Group’s operations in China. All the bank loans bear interest
at prevailing market rates.
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SHARE CAPITAL

Details of movements in the share capital of the Company
during the year are set out in note 24 to the financial
statements on pages 82 to 84.

INTEREST CAPITALISED

During the year, bank interest of approximately HK$450,000
was capitalised into properties under development and held
for sale.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Bye-laws although there is no statutory
restriction against the granting of such rights under the
laws of Bermuda.

SHARE OPTION SCHEME

Details of the Company’s share option scheme are set out
in note 24.a. to the financial statements on pages 82 and
83.

RESERVES

Details of movements in reserves during the year are set
out in note 25 to the financial statements on page 85.

DISTRIBUTABLE RESERVES

As at 31 December 2000, the Company’s reserves available
for distribution to shareholders calculated in accordance
with the Companies Act 1981 of Bermuda amounted to
HK$224,878,000.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the year ended 31 December 2000, the Company
repurchased a total of 31,400,000 shares in the Company
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the general mandate granted by
the shareholders at the last annual general meeting held
on 19 April 2000, details are as follows:–

Number of Price per Share Total
Shares Consideration

Month/Year Repurchased Lowest Highest (before expense)

HK$ HK$ HK$

04/2000 25,392,000 0.72 0.84 20,193,055
05/2000 5,704,000 0.78 0.84 4,633,720
06/2000 304,000 0.80 0.81 246,200

All shares repurchased were cancelled and accordingly the
Company’s issued share capital was reduced by the nominal
value of these shares. The repurchases were effected for
the benefit of the shareholders as a whole by enhancing
the net assets and earnings per share of the Company.

Save as disclosed herein, neither the Company nor any of
its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the year ended 31
December 2000.

LIQUIDITY AND FINANCIAL RESOURCES

During the year, a placement of 35,000,000 new shares at
HK$1.18 each and an issue of US$4 million convertible
bonds were made to broaden the Group’s working capital
base. As at 31 December 2000, the Group’s cash and bank
balances were approximately HK$222 million (1999: HK$269
million). At the same date, the Group’s current ratio, as a
ratio of current assets to current liabilities, was 1.48 (1999:
1.45) and the gearing ratio, as a ratio of total liabilities to
total assets, was 0.53 (1999: 0.49).
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CHARGE ON ASSETS

The particulars of the charge on the Group’s assets are set
out in note 35 to the financial statements on page 91.

CAPITAL COMMITMENTS

The particulars of the Group’s capital commitments are set
out in note 36 to the financial statements on page 92.

CONTINGENT LIABILITIES

The particulars of the Group’s contingent liabilities are set
out in note 34 to the financial statements on page 91.

ISSUE OF CONVERTIBLE BONDS

On 7 November 2000, the Company had entered into a
conditional agreement for the issue of convertible bonds
(the “Bonds”) with a principal sum of up to US$6 million to
two subscribers (the “Bondholders”), both of which are
independent investment funds. Upon the completion of
certain conditions specified therein on 4 December 2000,
the Company issued the Bonds in the principal amount of
US$4 million to the Bondholders.

The outstanding principal amount of the Bonds is repayable
by the Company upon the maturity of the Bonds on the
third anniversary of their date of issue, if not previously
redeemed or converted by the Bondholders. The Bonds are
convertible into ordinary shares of the Company (the
“Shares”) at any time after the date of issue at an initial
conversion price of HK$0.86 per Share (subject to
adjustments  in accordance with the terms of the
Agreement). The initial conversion price is fixed at 125% of
the average of the closing price for a Share in the Daily
Official List of the Stock Exchange or as reported by
Bloomberg L.P. for the last fifteen trading days preceding 7
November 2000, the date of the Agreement.

Upon full conversion of the US$6 million Bonds and
assuming that there will be no adjustment to the initial
conversion price, a total of 54,418,604 new Shares will be
issued pursuant to the general mandate given to the
Directors by shareholders in the annual general meeting of
the Company held on 19 April 2000.
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ISSUE OF CONVERTIBLE BONDS (continued)

The net proceeds from the issue of the US$4 million Bonds
of approximately HK$29 million will be used as general
working capital of the Company.

During the year ended 31 December 2000, none of the
Bonds had been converted into Shares.

DIRECTORS

The Directors of the Company during the year and up to
the date of this report were:

Executive Directors:

Mr. CHAN Shing
Mr. YANG Da Wei – appointed on 23 March 2001

Ms. LAU Ting
Mr. YU Wing Keung, Dicky
Ms. TUNG Pui Shan, Virginia
Mr. KWOK Wai Lam
Mr. YIN Mark
Mr. SIT Hoi Tung – appointed on 9 October 2000

Ms. LU Jian – resigned on 23 March 2001

Non-Executive Directors:

Mr. CUI Shu Ming
Mr. SONG Yufang
Mr. FANG Hung, Kenneth
Mr. SZE Tsai Ping, Michael – appointed on 28 June 2000

Mr. WANG Mei Yue – retired at the Annual General
Meeting held on 19 April
2000

In accordance with bye-laws 85 and 92 of the Bye-laws of
the Company, Mr. SIT Hoi Tung, Mr. SZE Tsai Ping, Michael,
Ms. TUNG Pui Shan, Virginia, Mr. YANG Da Wei and Mr. YU
Wing Keung, Dicky retire from office at the forthcoming
Annual General Meeting and, being eligible, offer themselves
for re-election.

Biographical details of the Directors of the Company are
set out on pages 16 to 19.
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SENIOR MANAGEMENT

Biographical details of the senior management of the Group
are set out on pages 20 to 22.

DIRECTORS’ INTERESTS IN SHARE CAPITAL OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2000, the interests of the Directors and
chief executive of the Company (including those interest
which were deemed or taken to have interests under the
provisions of the Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance”)) in the issued share capital
of the Company and any of its associated corporations
(within the meaning of the SDI Ordinance) as recorded in
the register kept by the Company pursuant to Section 29
of the SDI Ordinance were as follows:

(1) Interests in Shares

(A) The Company

Number of shares held

Personal Corporate Family
Name of director interests interests interests Total

CHAN Shing 13,035,472 438,304,701 21,776,072 473,116,245
(Note 2) (Notes 1&2) (Note 2)

LAU Ting 21,776,072 211,900,848 239,439,325 473,116,245
(Note 2) (Notes 1&2) (Note 2) (Note 2)

TUNG Pui Shan, Virginia 1,872,218 5,104,000 110,000 7,086,218
(Note 3)

YIN Mark 438,000 – – 438,000
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DIRECTORS’ INTERESTS IN SHARE CAPITAL OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS
(continued)

Notes:

1. Out of the 438,304,701 shares, 226,403,853 shares were
held by Hang Sing Overseas Limited and 211,900,848
shares were held by Strong Purpose Corporation. Mr.
CHAN Shing together with Ms. LAU Ting own a 51%
interest in Hang Sing Overseas L imited and a 100%
interest in Strong Purpose Corporation. Ms. LAU Ting is
the spouse of Mr. CHAN Shing.

2. The interests of Ms. LAU Ting and Mr. CHAN Shing were

duplicated.

3. 5,104,000 shares were held by Focus Cheer Consultants

Limited, a company which is wholly-owned by Ms. TUNG

Pui Shan, Virginia.

(B) Associated Corporation – Harrogate Group Limited Harrogate  Group
Limited

Number of shares held

Personal Corporate Family
Name of director interests interests interests Total

CHAN Shing 225,000 – 150,000 375,000
(Note) (Note)

LAU Ting 150,000 – 225,000 375,000
(Note) (Note)

YU Wing Keung, Dicky 75,000 – – 75,000

Note: The interests of Mr. CHAN Shing and Ms. LAU Ting
were duplicated.
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DIRECTORS’ INTERESTS IN SHARE CAPITAL OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS
(continued)

Save as disclosed herein, as at 31 December 2000, none
of the Directors or chief executive of the Company
had or were deemed under the SDI Ordinance to have
any interests in the share capital or debentures of the
Company or any of its associated corporations, or were
required to notify the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies in respect of such
interests.

(2) Rights to Acquire Shares

As at 31 December 2000, as recorded in the register
kept by the Company under section 29 of the SDI
Ordinance, the interests of the Directors in options to
subscribe for shares in the Company granted under
two share option schemes adopted by the Company on
11 September 1989 (the “Old Scheme”) and 23 July
1999 (the “New Scheme”) respectively were as follows:–

Number of shares
to be issued upon

the exercise of the Exercise price
Name of director Date of grant share options per share

HK$

CHAN Shing 29 March 2000 4,500,000 0.68

LU Jian* 31 December 1998 1,151,972 0.3957

28 September 1999 3,637,806 0.4988

LAU Ting 29 March 2000 4,500,000 0.68

YU Wing Keung, Dicky 31 December 1998 1,151,972 0.3957

28 September 1999 3,637,806 0.4988

29 March 2000 2,000,000 0.68
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DIRECTORS’ INTERESTS IN SHARE CAPITAL OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS
(continued)

Number of shares to be
issued upon the exercise Exercise price

Name of director Date of grant  of the share options per share

HK$

TUNG Pui Shan, Virginia 8 July 1997 2,219,061 0.5441

31 December 1998 1,151,972 0.3957

28 September 1999 3,637,806 0.4988

KWOK Wai Lam 31 December 1998 1,151,972 0.3957

28 September 1999 2,425,204 0.4988

YIN Mark 31 December 1998 606,301 0.3957

28 September 1999 2,425,204 0.4988

SIT Hoi Tung 31 December 1998 606,301 0.3957

28 September 1999 970,081 0.4988

29 March 2000 2,000,000 0.68

* Ms. LU Jian resigned as an Executive Director of the Company
with effect from 23 March 2001.

The outstanding options which were granted under the
Old Scheme to subscribe for shares in the Company
remain valid for exercise notwithstanding the expiry
of the Old Scheme on 1 August 1999. The options
granted under the Old Scheme are exercisable at any
time within the three years period commencing from
the expiry of one year from the date of grant. The
options granted pursuant to the New Scheme are
exercisable at any time within the three years period
commencing from the expiry of 90 days from the date
of grant.



We l lNe t  H o ld i n gs  L i m i te d   

33

 Report of the Directors  

DIRECTORS’ INTERESTS IN SHARE CAPITAL OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS
(continued)

During the year ended 31 December 2000, the following
Directors exercised their options to subscribe for shares
in the Company:–

Number of shares Exercise price
Name of director subscribed for per share

HK$

CHAN Shing 1,151,972 0.3957
11,883,500 0.4988

Save as otherwise disclosed in this report, at no time
during the year was the Company or any of its
subsidiaries a party to any arrangements to enable any
of the Company’s Directors, their respective spouse or
children under 18 years of age to acquire benefits by
means of acquisition of shares in, or debentures of,
the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2000, according to the register kept by
the Company under Section 16(1) of the SDI Ordinance, the
following persons (other than the Directors and chief
executive of the Company) were directly or indirectly
interested in 10% or more of the issued share capital of
the Company:

Number of shares
Name of shareholders in the Company Note

Strong Purpose Corporation 211,900,848 1

Hang Sing Overseas Limited 226,403,853 2

Orient Strength Limited 226,403,853 2

Zhong Shan Company Limited 226,403,853 2

Superior Quality Assets Limited 226,403,853 2
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. The 211,900,848 shares held by Strong Purpose Corporation, which

was wholly-owned and controlled by Mr. CHAN Shing and Ms.

LAU Ting, formed part of the interests of Mr. CHAN Shing and

Ms. LAU Ting herein disclosed respectively.

2. 51% of the issued share capital of Hang Sing Overseas Limited

was owned by Orient Strength Limited, a company which was

wholly-owned by Mr. CHAN Shing and Ms. LAU Ting, and 49% of

the issued share capital of Hang Sing Overseas Limited was owned

by Superior Quality Assets Limited, a company which was wholly-

owned by Zhong Shan Company Limited. Zhong Shan Company

Limited was wholly-owned by the Jiangsu Provincial People’s

Government of the PRC. The 226,403,853 shares held by Hang

Sing Overseas Limited formed part of the interests of Mr. CHAN

Shing and Ms. LAU Ting herein disclosed respectively.

As at 31 December 2000, save as disclosed above, the
Company had not been notified of any other interests
representing 10% or more of the issued share capital of the
Company.

SERVICE CONTRACTS WITH DIRECTORS

None of the Directors offering themselves for re-election
at the forthcoming Annual General Meeting has an
unexpired service contract with the Company which is not
determinable by the Company within one year without
payment  of  compensat ion (other than statutory
compensation).
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CONNECTED TRANSACTIONS

From 10 May 2000 to 31 December 2000, the Group has
provided Hyundai Corporation, which owns 50% in the
issued share capital of and is therefore a substantial
shareholder of SteelnMetal.com Limited which is an indirect
subsidiary of the Company, with access to the trading
p l a t fo rms  ww w.Wor l dMet a l . com (ope ra t ed  by
WorldMetal .com Limited) and www.SteelnMetal .com
(operated by  SteelnMetal .com Limited). Under the
membership agreement between Hyundai Corporation and
W o r l d M e t a l . c o m  L i m i t e d  f o r  t h e  u s e  o f
www.WorldMetal.com and the membership agreement
between Hyundai Corporation and SteelnMetal.com Limited
for the use of www.SteelnMetal.com, Hyundai Corporation
will, for each transaction completed through any one of
the above portals, pay to the corresponding platform
operator a commission ranging from 0.5% to 1.5% of the
value of the transaction, depending on the types of products
traded. The total value of the commission paid to the Group
over the period amounted to approximately HK$14,658,000.

ISSUE OF SHARES

1. Pursuant to the placing agreement dated 15 February
2000, the Company allotted 35,000,000 new ordinary
shares of HK$0.10 each at HK$1.18 per share to more
than six independent professional and institutional
investors through private placement on 24 February
2000 for cash amounted of  approximately
HK$41.3 million. The proceeds were used for the
development of metal exchange portals of the Group.
The closing price of the Company’s shares was
HK$0.97 per share as at the date of such agreement.

2. During the year ended 31 December 2000, the
Company issued a total of 28,722,944 new ordinary
shares upon the exercise of share options by the
optionholders.
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FIVE YEARS’ FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group
for the last five financial period/years is set out on page
96.

STAFF

As at 31 December 2000, the Group employed 469 staff.
Staff remuneration packages are normally reviewed annually.
The Group also provides other staff benefits which include
year end double pay, discretionary bonus, contributory
provident fund and medical insurance. Training programmes
for staff are provided as and when required.

COMPLIANCE WITH CODE OF BEST PRACTICE OF THE
RULES GOVERNING THE LISTING OF SECURITIES ON THE
STOCK EXCHANGE OF HONG KONG LIMITED

In the opinion of the Directors, the Company has complied
with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules during the year, except that the non-
executive directors are not appointed for a specific term
but are subject to retirement by rotation at the Annual
General Meeting of the Company in accordance with the
Bye-laws of the Company.

The Company has established an audit committee in
accordance with paragraph 14 of the Code of Best Practice
in January 1999. The Committee comprises the two
independent non-executive directors of the Company, Messrs
Cui Shu Ming and Song Yufang. The principal duties of the
Committee include the review and supervision of the
Company’s financial reporting process and internal controls.

AUDITORS

Arthur Andersen & Co, who has been appointed as auditors
of the Company since 1999, will retire and a resolution for
their reappointment as auditors of the Company will be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board
CHAN Shing
Chairman

Hong Kong, 18 April 2001


