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RADFORD CAPITAL INVESTMENT LIMITED

(Incorporated in the Cayman Islands with limited liability)

Appointment of Additional Investment Manager

The Board wishes to announce that on 20 March 2002, the Company, the First Investment Manager and the Second Investment Manager entered into the Second Agreement for appointing the Second Investment Manager as an additional investment manager of the Company for a term of 3 years commencing on the business day after obtaining the Shareholders’ approval by the Company.

A circular containing details of the Second Agreement and the waiver application in respect thereof will be dispatched to the Shareholders for Shareholders’ vote as soon as possible.

Terms and Effect of Appointment of Additional Investment Manager

The Board wishes to announce that on 20 March 2002, the Company, the First Investment Manager and the Second Investment Manager entered into the Second Agreement for appointing the Second Investment Manager as an additional investment manager of the Company for a term of 3 years commencing on the business day after obtaining the Shareholders’ approval by the Company.

The terms and conditions of the Second Agreement are similar to those of the First Agreement and the Second Investment Manager is also required to manage and invest the assets of the Company in accordance with the investment objective, policies, guidelines and/or strategies of the Company as described in the Prospectus, the articles of association of the Company and in the Second Agreement, which may be varied from time to time by the Company.

Pursuant to the Second Agreement, the liabilities of the First Investment Manager and the Second Investment Manager shall be several. The First Investment Manager and the Second Investment Manager shall operate independently of each other and shall each provide its services to the Company in accordance with the terms and conditions of the Second Agreement and, in the case of the First Investment Manager, the First Agreement as well.

Whenever submitting any report, notice, document, demand or other communication whatsoever regarding the Company’s investments to the Company, each of the Investment Managers are required to keep the other Investment Manager informed thereof and that other Investment Manager shall be at liberty but is not obliged to submit to the Company its comments on the relevant report, notice, document, demand or other communication whatsoever for the consideration of the Company. In relation to any proposed investment, if the proposals submitted by the Investment Managers should conflict with each other or if either Investment Manager should submit to the Company comments against the proposals made by the other Investment Manager, the Board may at its sole discretion resolve and decide on whether to approve any of the proposals submitted by the Investment Managers.

The aggregate amount of the fees payable to the First Investment Manager and the Second Investment Manager under the Second Agreement will be the same as the amount originally payable to the First Investment Manager under the First Agreement. Details of the fees originally payable to the First Investment Manager under the First Agreement are set out in the paragraph headed “Investment management fee” in the subsection headed “Fees and expenses” in the section headed “Investment Management” in the Prospectus. From the perspective of the Company no additional fee will be payable for appointing the Second Investment Manager as an additional investment manager.

Background and Reasons for Appointment of Additional Investment Manager

By the First Agreement, the Company has appointed the First Investment Manager as the investment manager of the Company in relation to the management of the Company’s portfolio of investments for a term of three years commencing on 28 February 2002, the date of commencement of the trading of the shares of the Company on the Stock Exchange. Details of the First Agreement are set out in the Prospectus.

As at the date of the Prospectus, the Company had not considered to appoint more than one investment manager. Shortly after the listing of the Company on the Stock Exchange, it is considered that the Company should commence to look for investment opportunities within the scope of its investment objective as stated in the Prospectus. It is further considered that the Company would be able to capture investment opportunities within the wider scope as set out in the Prospectus if there is more than one investment manager to identify investment opportunities for the Company.

With the intent of enabling the Company to maximize its exposure to a wider spectrum of investment opportunities, the Company wishes to appoint an additional investment manager so that the Company will be able to increase its potential source of investment opportunities through the sources of the two investment managers and to enhance the Company’s portfolio of investments so as to maximize return to the Company without incurring any additional costs.

In this connection, the Company identified the Second Investment Manager and agreement was reached amongst the Company, the First Investment Manager and the Second Investment Manager regarding the fees payable to the First Investment Manager and the Second Investment Manager such that the Company will incur no additional costs in appointing the Second Investment Manager.

The Second Investment Manager is a company incorporated in Hong Kong with limited liability on 30 June 1992 and is an investment adviser registered under the Securities Ordinance (Chapter 333 of the Laws of Hong Kong) and has acted as investment manager of GR Investment Holdings Limited (now GR Investment International Limited, (stock code 310)) since 1992. The directors of the Second Investment Manager are as follows:

Mr. Yu Tat Chi, Michael, aged 37, holds a Bachelor of Commerce degree from the University of New South Wales. He is a member of the Australian Society of Certified Practising Accountants and also an Associate Member of the Hong Kong Society of Accountants. He has more than 9 years of experience in auditing, accounting and financial work gained from working with international audit firm and listed companies in Hong Kong. He has been appointed as a director of the Second Investment Manager since 1 June 1999 and registered as an investment adviser since 15 June 2000.

Mr. Ng Hon Cheung, Sannio, aged 39, possesses a Bachelor Degree in Commerce and a Master Degree in Business Administration from the University of Toronto and Oklahoma City University respectively. He is a Fellow Member of the Association of Chartered Certified Accountants and also an Associate Member of the Hong Kong Society of Accountants. He has more than 13 years of experience in the field of financial control, investment and project finance. He has been appointed as a director of the Second Investment Manager since 1 December 2000.

The Board confirms that both Mr. Yu and Mr. Ng are independent and have not taken part in the management of nor do they have any interest in the Company, its substantial shareholder (Hennabun Management Inc.) and the three holding companies of Hennabun Management Inc..

Application for Waiver

The Second Investment Manager is regarded as a connected person of the Company for the purpose of the Listing Rules. Accordingly, the Second Agreement constitutes a connected transaction for the Company. The Company has applied to the Stock Exchange for a waiver from strict compliance with the disclosure and shareholders’ approval requirements under Chapter 14 of the Listing Rules in respect of the entering into of the Second Agreement and the performance of the Company’s obligations and the payments to be made under the Second Agreement for the term of three Financial Years ending 31 December 2004. The Stock Exchange has indicated that such a waiver will be granted for the period from the date of commencement of the term of appointment of the Second Investment Manager under the Second Agreement up to the Financial Year ending 31 December 2004 based on the following conditions:

1.
the Second Agreement has been entered into by the Company:


(a)
in its ordinary and usual course of business;


(b)
on normal commercial terms and on arm’s length basis; and


(c)
on terms that are fair and reasonable so far as the independent Shareholders and the Company are concerned;

2.
the aggregate amount of the annual investment management fees and the performance management fees payable to the First Investment Manager and the Second Investment Manager will be the same as the amount originally payable to the First Investment Manager under the First Agreement, i.e. an aggregate investment management fees of 2.5% per annum of the Net Asset Value as at the day immediately preceding the Valuation Date on the basis of the actual number of days in the relevant calendar month over a year of 365 days will be payable monthly in advance to the First Investment Manager and the Second Investment Manager and an aggregate performance management fees of 10% of the amount by which the audited Net Asset Value at the end of each Financial Year exceeds 115% of such value for the immediately preceding Financial Year will be payable to the First Investment Manager and the Second Investment Manager;

3.
during the term of the Second Agreement, the Company’s independent non-executive Directors will review the transactions contemplated under the Second Agreement annually and confirm in the Company’s next and each successive annual report that:


(a)
the transactions contemplated under the Second Agreement have been entered into by the Company in the ordinary and usual course of its business and are conducted in accordance with the terms of the Second Agreement;


(b)
the transactions contemplated under the Second Agreement have been entered into on normal commercial terms and on arm’s length basis;


(c)
the transactions contemplated under the Second Agreement have been entered into on terms that are fair and reasonable so far as the Shareholders and the Company are concerned; and


(d)
the aggregate amount of the annual investment management fees and performance management fees payable to the First Investment Manager and the Second Investment Manager does not exceed the relevant cap as stated in sub-paragraph 2 above;

4.
details of the transactions contemplated under the Second Agreement as required under Rules 14.25(1)(A) to (D) of the Listing Rules shall be disclosed in the Company’s next and each successive annual report;

5.
during the term of the Second Agreement, the auditors of the Company shall review the transactions contemplated under the Second Agreement annually and provide the Board with a written confirmation stating whether:


(a)
the transactions contemplated under the Second Agreement have been approved by the Director(s);


(b)
the transactions contemplated under the Second Agreement have been entered into by the Company in the ordinary and usual course of its business and are conducted in accordance with the terms of the Second Agreement;


(c)
the transactions contemplated under the Second Agreement have been entered into on normal commercial terms and on arm’s length basis;


(d)
the transactions contemplated under the Second Agreement have been entered into on terms that are fair and reasonable so far as the Shareholders and the Company are concerned; and


(e)
the aggregate amount of the annual investment management fees and performance management fees payable to the First Investment Manager and the Second Investment Manager does not exceed the relevant cap as stated in sub-paragraph 2 above.

Upon expiry of the waiver, the Company will apply, if necessary, for another waiver from the Stock Exchange, which will be subject to the independent Shareholders’ approval.

In the event that the annual investment management fee and performance management fee exceed the threshold as stated in the Second Agreement or if the Company renews or enters into any new agreement with any connected person, the Company will comply in full with the relevant provisions of Chapter 14 of the Listing Rules unless the Company applies for and obtains a separate waiver from the Stock Exchange.

In the event of any future amendments to the Listing Rules imposing more stringent requirements than those in force as at the date of the waiver application to transactions of the kind to which the above connected transaction belongs including, but not limited to, a requirement that such transactions be made conditional on approval by the Shareholders, the Company will take immediate steps to ensure compliance of such amendments within a reasonable time or such time as prescribed by the Listing Rules.

The directors of the Company (including the independent non-executive Directors) are of the view that the Second Agreement has been entered into on normal commercial terms and in the ordinary and usual course of business of the Company, and that the terms of the Second Agreement are fair and reasonable so far as the Shareholders and the Company are concerned.

A circular containing details of the Second Agreement and the waiver application in respect thereof will be dispatched to the Shareholders for Shareholders’ vote as soon as possible.

Definitions

“Board” 
the board of directors of the Company;

“Company” 
Radford Capital Investment Limited, a company incorporated in the Cayman Islands, which shares are traded on the Stock Exchange;

“Financial Year” 
financial year of the Company being the twelve (12) months from 1 January to 31 December in the same calendar year;

“First Agreement” 
the investment management agreement dated 11 February 2002 entered into between the Company and the First Investment Manager;

“First Investment Manager” 
Asia Investment Management Limited;

“Hong Kong” 
the Hong Kong Special Administrative Region of the People’s Republic of China;

“Investment Managers” 
the First Investment Manager and the Second Investment Manager and the term “Investment Manager” shall mean either of them;

“Listing Rules” 
the Rules governing the Listing of Securities on the Stock Exchange;

“Net Asset Value” 
the net asset value of the Company calculated in accordance with the provisions of the articles of association of the Company;

“Prospectus” 
the prospectus dated 15 February 2002 issued by the Company;

“Second Agreement” 
the second investment management agreement dated 20 March 2002 entered into amongst the Company, the First Investment Manager and the Second Investment Manager;

“Second Investment Manager” 
Sinox Fund Management Limited, a company incorporated in Hong Kong with limited liability on 30 June 1992 and an investment adviser registered under the Securities Ordinance (Chapter 333 of the Laws of Hong Kong);

“Shareholders” 
holders of the shares of the Company;

“Stock Exchange” 
The Stock Exchange of Hong Kong Limited; and

“Valuation Date” 
the last dealing day on the Stock Exchange in each calendar month or such other dealing day as considered appropriate by the Board for the purpose of calculating the Net Asset Value.

By Order of the Board
Chuang Yueheng Henry
Executive Director
Hong Kong, 20 March 2002

Please also refer to the published version of this announcement in the Hong Kong iMail.
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