GOLDEN 21 INVESTMENT HOLDINGS LIMITED

REPORT OF THE DIRECTORS

The Board of Directors (“Board”) of the Company is pleased to submit their report together with the audited

financial statements of the Group for the year ended 31 December 2003.
PRINCIPAL ACTIVITIES

The Company is principally engaged in investing in listed and unlisted companies established and/or doing
business in the Asia Pacific Region, mainly the People’s Republic of China, excluding Hong Kong and
Macau (the “PRC”) and Hong Kong, and other Asian countries. Details of the principal activity of the
subsidiary is set out in note 11 to the financial statements. There were no significant changes in the nature of

the Group’s principal activities during the year.
RESULTS

The Group’s loss for the year ended 31 December 2003 and the state of affairs of the Company and of the

Group as at that date are set out in the financial statements on pages 24 to 50.
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets and liabilities of the Group for the last financial year

and the period from 14 May 2002 (date of incorporation) to 31 December 2002, as extracted from the

audited financial statements, is set out below. This summary does not form part of the audited financial

statements.
RESULTS
Period from
14 May 2002
(date of
incorporation)
to 31 December
2003 2002
HK$’000 HK$’000
TURNOVER 57,701 -
LOSS FROM OPERATING ACTIVITIES AND BEFORE TAX (13,033) (4,546)
TAX - -
NET LOSS FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS (13,033) (4,546)
ASSETS AND LIABILITIES
At At
31 December 31 December
2003 2002
HK$’000 HK$’000
TOTAL ASSETS 80,213 96,124
TOTAL LIABILITIES (1,973) (4,851)
78,240 91,273
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SHARE CAPITAL AND SHARE OPTIONS

There were no movements in either the Company’s authorised or issued share capital and share options
during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the
Cayman Islands, being the jurisdiction in which the Company was incorporated, which would oblige the

Company to offer new shares on a pro rata basis to existing shareholders.
PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company nor its subsidiary purchased, redeemed or sold any of the Company’s listed securities

during the year.
RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out in note 17 to
the financial statements and in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2003, the Company had distributable reserves of HK$67,705,000. Under the Companies
Law (2002 Revision) of the Cayman Islands, the share premium account of the Company of HK$85,277,000
as at 31 December 2003, is distributable to the shareholders of the Company provided that immediately
following the date on which the dividend is proposed to be distributed, the Company will be in a position to
pay off its debts as and when they fall due in the ordinary course of business. The share premium account

may also be distributed in the form of fully paid bonus shares.
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DIRECTORS
The directors of the Company during the year and up to the date of this report were as follows:

Executive directors

Mr. Chang Chu Fai, Johnson Francis
Mr. Lim Siang Kai

Mr. See Lee Seng, Reason

Independent non-executive directors

Mr. Yu Man Yiu, Matthew

Mr. Zheng Weihe

Mr. Au Yeung Shiu Kau, Peter (resigned on 31 January 2003)

In accordance with Article 88(1) of the Company’s articles of association, Mr. Lim Siang Kai will retire by
rotation and, being eligible, will offer himself for re-election at the forthcoming annual general meeting. The
independent non-executive directors are currently appointed for a term of two years commencing from 4
June 2002.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
EXECUTIVE DIRECTORS

Mr. Chang Chu Fai, Johnson Francis, aged 49, has been an executive director of the Company since 16
May 2002. He graduated with an MBA degree from York University in Toronto, Canada in 1977 and also
holds a bachelor’s degree in commerce from Concordia University in Montreal, Canada in 1976. He is an
investment adviser registered with the Securities and Futures Commission (“SFC”) under the Securities
Ordinance. Mr. Chang has over 25 years of experience in banking, investment and corporate finance field.
Since January 2000, Mr. Chang has been the managing director of Ceres Capital Limited, an investment
adviser registered with the SFC under the Securities Ordinance engaged on the provision of corporate

finance advisory services.

Mr. Chang is mainly responsible for overall investment strategies, risk management and financial management

of the Company.

Mr. Lim Siang Kai, aged 47, joined the Company as executive director since 16 May 2002. He holds a
bachelor of arts degree from University of Singapore, a bachelor of social science (honours) degree from the
National University of Singapore and a master of arts in economics from the University of Canterbury, New
Zealand. Prior to joining the Company, Mr. Lim held various positions in banks, financial services companies
and a fund management company and has over 20 years of experience in the securities, private and investment

banking and fund management industries.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (continued)
EXECUTIVE DIRECTORS (continued)

Mr. Lim is mainly responsible for identifying investment opportunities for the Company, in particular, in
Greater China and investor relations.

Mr. See Lee Seng, Reason, aged 45, joined the Company as executive director since 16 May 2002. He has
over 20 years of experience in fund and portfolio management, securities dealing and investment advisory
services over the bullion, forex, units trusts, equity and commodity futures markets. He is an investment
adviser and commodity trading adviser registered with the SFC under the Securities Ordinance. Mr. See has
held various executive positions of the Hong Kong Securities Professionals Association since 1996 and
currently is a committee member. In 1994, Mr. See founded Keen Shing Fund Manager & Consultant
Limited (formerly known as Keen Shing Investment Consultants Limited) (“Keen Shing”), an investment
adviser and commodity trading adviser registered with the SFC and has been its managing director since
inception and he is responsible for overall management of Keen Shing. Mr. See is the managing director of
Golden Honour Assets Management Limited, a SFC registered Investment Adviser and the investment

manager of the Company.

Mr. See is mainly responsible for formulation of investment strategies and portfolio management of the

Company.
INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yue Man Yiu, Matthew, aged 42, appointed as an independent non-executive director of the Company
since 4 June 2002. He graduated from The Chinese University of Hong Kong with a bachelor’s degree of
business administration in 1984. He is a fellow member of The Chartered Association of Certified Accountants,
an associate member of the Hong Kong Society of Accountants and a member of the Hong Kong Securities
Institute. He has over 15 years of experience in the financial control and company secretariat functions in

the financial service industry. He is presently the chief financial officer of a business consultancy company.

Mr. Zheng Weihe, aged 38, appointed as an independent non-executive director of the Company since 4
June 2002. He graduated from Nankai University (5B K £%) in Tianjin, the PRC with a bachelor of law
degree in 1988 and a master degree in the law of securities in 1991. From 1991 to 1994, he was a lawyer at a
Shenzhen law firm. Since 1994, he has been a partner of Shu Jin & Co., a law firm licensed to practise in the
PRC. Mr. Zheng has experience in the area of securities law, corporate law and commercial law in the PRC.
He has been involved in various initial public offerings of securities in the PRC as well as corporate
restructuring, mergers and acquisitions. He is a lawyer authorised by the China Securities Regulatory
Commission and the Ministry of Justice of the PRC and has acted as the legal consultant to more than 10

listed companies in the PRC.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (continued)
SENIOR MANAGEMENT

Mr. Lee Kwok Hung, aged 44, is the general manager of the Company. He graduated from the Chinese
University of Hong Kong in 1984 with Marketing as major. Mr. Lee has been in the field of China trade for

over 18 years. Mr. Lee is in charge of overall administration of the Company.

Mr. Tse Kam Fai, aged 40, is the company secretary of the Company. Mr. Tse is an associate of The
Institute of Chartered Secretaries and Administrators and of The Hong Kong Institute of Company Secretaries.
He is also a member of Hong Kong Securities Institute. He is currently the company secretary of other three
companies whose shares are listed on The Stock Exchange of Hong Kong Limited and has more than 10

years’ experience in handling listed company secretarial and compliance related matters.
DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service contract with the Company for a term of two years
commencing from 1 November 2002. During their first year of service, the service contracts can be terminated
by either party giving not less than six months’ notice in writing to the other party or upon payment by the
terminating party to the other of an amount equal to six months’ salary in lieu of such notice. Thereafter, the
service contracts are able to be terminated by either party giving not less than three months’ notice in
writing to the other party or upon payment by the terminating party to the other party of an amount equal to

three months’ salary in lieu of such notice.

Save as disclosed above, no director proposed for re-election at the forthcoming annual general meeting has
a service contract with the Company which is not determinable by the Company within one year without

payment of compensation, other than statutory compensation.
DIRECTORS’ INTERESTS IN CONTRACTS

Other than the related party and connected transactions which are disclosed under the heading “RELATED
PARTY AND CONNECTED TRANSACTIONS” below, no director had a significant beneficial interest,
either directly or indirectly, in any contract of significance to the business of the Group to which the

Company or its subsidiary was a party during the year.
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DIRECTORS’ INTERESTS IN SHARES

At 31 December 2003, the interest or short positions of the directors in the shares, underlying shares and
debentures of the Company or any associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”) which were notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to have under such provision of the SFO), or
which were required, pursuant to Section 352 of the SFO, to be entered in the register referred to therein, or
which were required, pursuant to the Model Code for Securities Transactions by Directors of Listed Companies,

are set out below:
1. Aggregate long position in the shares, underlying shares and debentures of the Company

Percentage of

Number of the Company’s

ordinary issued share

Name of director Capacity shares held capital

Mr. Chang Chu Fai, Interest of 1,355,000 1.3%
Johnson Francis (Note 1) controlled corporation

Mr. Lim Siang Kai Interest of 1,355,000 1.3%
(Note 2) controlled corporation

Mr. See Lee Seng, Reason Interest of 1,355,000 1.3%
(Note 3) controlled corporation

Notes:
1. By virtue of the SFO, Mr. Chang Chu Fai, Johnson Francis is deemed to be interested in 1,355,000 shares in the

Company. These shares are held by Megabase Developments Limited, a company incorporated in the British Virgin
Islands (“BVI”) with limited liability and is beneficially owned by Mr. Chang Chu Fai, Johnson Francis.

2. By virtue of the SFO, Mr. Lim Siang Kai is deemed to be interested in 1,355,000 shares in the Company. These shares
are held by Wise Guard Enterprises Limited, a company incorporated in the BVI with limited liability and is beneficially
owned by Mr. Lim Siang Kai.

3. By virtue of the SFO, Mr. See Lee Seng, Reason is deemed to be interested in 1,355,000 shares in the Company.
These shares are held by Asset Home Group Limited, a company incorporated in the BVI with limited liability and is

beneficially owned by Mr. See Lee Seng, Reason.
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DIRECTORS’ INTERESTS IN SHARES (continued)

2. Aggregate short position in the shares, underlying shares and debentures of the Company and
its associated corporations

Save as disclosed above, none of the directors had registered an interest or short position in the shares
or underlying shares or debentures of the Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of

Listed Companies.

At no time during the year was the Company, its subsidiary or its associated companies a party to any
arrangement to enable the directors (including their spouse and children under 18 years of age) to acquire
benefits by an acquisition of shares or underlying shares in, or debentures of, the Company or its associated

corporation.
DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURES

Apart from those as disclosed in note 16 to the financial statements relating to the share option scheme
adopted on 7 October 2002, at no time during the year were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to any director or their respective spouse or
children under 18 years of age, or were any such rights exercised by them; or was the Company or its
subsidiary a party to any arrangement to enable the directors to acquire such rights in any other body

corporate.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2003, the interests or short positions of every person, other than a director or chief

executive of the Company, in the shares and underlying shares of the Company as recorded in the register

required to be kept under Section 336 of the SFO, are set out below:

1.

Aggregate long position in the shares and underlying shares of the Company

Percentage of

Number of the Company’s
ordinary issued share
Name of shareholder Capacity shares held capital
Ms. Zhang Yunxia Interest of controlled 22,760,000 21.59
(Note) corporation
Profitone Company Limited Beneficial owner 22,760,000 21.59
(Note)

Note: By virtue of the SFO, Ms. Zhang Yunxia is deemed to be interested in 22,760,000 shares in the Company. These
shares are held by Profitone Company Limited, a company incorporated in the BVI with limited liability which is

beneficially owned by Ms. Zhang Yunxia.
Aggregate short position in the shares and underlying shares of the Company

At 31 December 2003, the Company had not been notified of any short positions being held by any

substantial shareholders in the shares or underlying shares of the Company.

RELATED PARTY AND CONNECTED TRANSACTIONS

()

Pursuant to the Investment Management Agreement dated 7 October 2002 (“IMA”) entered into
between the Company and Golden Honour Assets Management Limited (the “Investment Manager”),
the Investment Manager agreed to provide the Company with investment management services
(excluding general administrative services) for a three-year period commencing from 28 October
2002, the date of the commencement of the trading of the Company’s shares on the Stock Exchange.
The IMA will continue for a successive period of three years, unless terminated at any time by either
the Company or the Investment Manager serving not less than six months’ notice in writing to the
other party, and will expire on the last day of the three-year period or any of the relevant successive

period.
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RELATED PARTY AND CONNECTED TRANSACTIONS (continued)

Under the IMA, the Investment Manager is entitled to a monthly management fee equivalent to 2.5%
per annum of the net asset value of the Company as at the last dealing day on the Stock Exchange in
each calendar month (or such other dealing day as considered appropriate by the board of directors
for the purpose of calculating the net asset value of the Company), calculated on the basis of the
actual number of days in the relevant calendar month over a year of 365 days. In addition, the
Investment Manager is also entitled to an annual incentive fee equivalent to 15% of a surplus in the

net asset value of the Company over a financial year or period.

For the year ended 31 December 2003, the investment management fee paid/payable to the Investment
Manager for the services rendered amount to HK$2,056,000.

Mr. Chang Chu Fai, Johnson Francis and Mr. Lim Siang Kai, both are executive directors of the
Company, each have a 15% equity interest in the Investment Manager, Mr. See Lee Seng, Reason,
who is also an executive director of the Company, has a 35% equity interest in the Investment
Manager and is one of the directors of the Investment Manager.

In accordance with the requirements of the waiver granted by the Stock Exchange on 28 October
2002, the independent non-executive directors of the Company confirmed that:

(a)  the transaction pursuant to the IMA has been entered into in the ordinary and usual course of

the business of the Company;

(b)  the transaction pursuant to the IMA has been entered into on normal commercial terms and on

an arm’s length basis;

(c)  the transaction pursuant to the IMA has been entered into on terms that are fair and reasonable

so far as the shareholders of the Company and the Company are concerned; and

(d) the aggregate amount of the investment management fee and the incentive fee paid/payable to
the Investment Manager did not exceed 5% of the net tangible assets as disclosed in the audited
financial statements of the Group for the year ended 31 December 2003.
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RELATED PARTY AND CONNECTED TRANSACTIONS (continued)

(i)  Pursuant to the sub-tenancy agreement dated 30 August 2002 (as amended by a supplemental agreement
dated 8 October 2002) entered into between the Company and Ceres Capital Limited (“Ceres”), the
Company agreed to sublet its office premises from Ceres, which is owned as to approximately 33% by
Mr. Chang Chu Fai, Johnson Francis, for a period commencing on 1 November 2002 to 2 July 2003
(both dates inclusive) at HK$15,000 per month.

On 10 June 2003, the Company entered into a new sub-tenancy agreement with Ceres to sublet its
office premises from Ceres for a period of two years commencing from 1 July 2003 at HK$8,500 per

month.

The above transactions constitute connected transactions under Chapter 14 of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”) and related party transactions under the
applicable accounting standard issued by the Hong Kong Society of Accountants. Details of these related

party and connected transactions are also disclosed in note 20 to the financial statements.
COMPLIANCE WITH THE CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the Code of Best Practice (the “Code”) as
set out in Appendix 14 of the Listing Rules throughout the year ended 31 December 2003.

AUDIT COMMITTEE

The Company has an audit committee (the “Committee”) which was established in accordance with the
requirements of the Code for the purposes of reviewing and providing supervision over the Group’s financial

reporting process and internal controls. The Committee comprises the two independent non-executive directors
of the Company, Mr. Yue Man Yiu, Matthew and Mr. Zheng Weihe.

AUDITORS

Ernst & Young retire and a resolution for their re-appointment as auditors of the Company will be proposed
at the forthcoming annual general meeting.

On behalf of the Board
Chang Chu Fai, Johnson Francis

Executive Director

Hong Kong, 28 April 2004



