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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of 
this announcement, makes no representation as to its accuracy or completeness and 
expressly disclaims any liability whatsoever for any loss howsoever arising from or in 
reliance upon the whole or any part of the contents of this announcement.
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REVISION OF ANNUAL CAPS FOR
CONTINUING CONNECTED TRANSACTION

In view of the existing strong financial performance of the Company and the estimates 
of the potential growth in the future performance of the Company’s investments, 
the Directors anticipate that the incentive fee and management fee payable by the 
Company to the Investment Manager under the Investment Management Agreement 
for each of the periods ending 31 May 2010 will exceed the approved Annual Caps. 
The Company therefore proposes the Revision of Annual Caps. The incentive fee and 
management fee will be paid by cash from internal resources of the Group.

As the Investment Manager is a company wholly-owned by Dr. Chow Pok Yu, 
Augustine, an executive Director, the Investment Manager is a connected person of 
the Company under the Listing Rules. Pursuant to Rule 14A.36 of the Listing Rules, 
the Company is required to comply with Rule 14A.35(3) and 14A.35(4) of the Listing 
Rules in respect of the Revision of Annual Caps. As the Revision of Annual Caps 
constitutes a non-exempt continuing connected transaction for the Company under 
Rule 14A.35 of the Listing Rules, the Revision of Annual Caps is therefore subject to 
the approval by the Independent Shareholders by way of poll at the EGM.

The Company will convene the EGM to seek Independent Shareholders’ approval 
of the Revision of Annual Caps for each of the periods ending 31 May 2010. The 
Company will appoint an independent financial adviser to advise the Independent 
Board Committee and the Independent Shareholders in respect of the Revision of 
Annual Caps.

A circular containing particulars of the Revision of Annual Caps, a letter from the 
Independent Board Committee, a letter from the independent financial adviser and 
the notice convening the EGM, will be despatched to the Shareholders as soon as 
practicable.

* for identification purpose only
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ANNUAL CAPS FOR THE TRANSACTION

Reference is made to the announcement and the circular of the Company dated 17 May 
2007 and 6 June 2007, respectively, in relation to the Transaction under the Investment 
Management Agreement. The Transaction and the Annual Caps were approved by the 
then independent shareholders at the extraordinary general meeting of the Company 
held on 22 June 2007 (the “Previous EGM”).

Under the Investment Management Agreement, in respect of each Financial Year, the 
Company shall pay to the Investment Manager an incentive fee equivalent to 10% of the 
audited net profit of the Company in the Financial Year before accrual of the incentive 
fee within six months after the relevant Financial Year. The management fee payable by 
the Company to the Investment Manager monthly in advance is equivalent to 1.5% per 
annum on the Net Asset Value as per the management account of the preceding month. 
The management fee shall be calculated on the actual number of days elapsed in the 
month during which investment management services are provided.

For the purpose of Rule 14A.35(2) of the Listing Rules, it was approved in the Previous 
EGM that the Annual Caps in respect of the management fee and incentive fee payable 
by the Company to the Investment Manager under the Investment Management 
Agreement shall be as follows:

 Financial Year Financial Year Financial Year 5-months Period
 ended 31 ended 31 ended 31 ended 31
 December 2007 December 2008 December 2009 May 2010
 (HK$) (HK$) (HK$) (HK$)

Incentive fee 1,424,700 1,709,640 2,051,568 1,018,477

Management fee 3,427,995 4,113,594 4,936,313 2,450,575
     

Total fees payable 4,852,695 5,823,234 6,987,881 3,469,052
     

REVISION OF ANNUAL CAPS

In determining the Annual Caps, the Company has taken into account that (a) the 
Company projects approximately a 20% increase in net asset value assuming that the 
proposed offering of new shares of the Company by way of placing in Canada as part of 
the secondary listing of the Company as disclosed in the announcement and the circular 
of the Company dated 16 November 2006 and 17 November 2006, respectively has been 
completed and increase in net profit before accrual of the incentive fee by reference to 
the financial performance of the Company during the latest 4 months for the Financial 
Year of 2007; (b) the net asset value of the Company as at 31st December, 2006 was 
HK$190,444,519 and (c) the net profit of the Company before accrual of the incentive 
fee as at 31st December, 2006 was HK$11,872,536.
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With the continuous effort and outstanding performance of the Investment Manager, 
the audited profit attributable to Shareholders for the year ended 31 December 2007 as 
disclosed in the results announcement of the Company for the year ended 31 December 
2007 was approximately HK$50,907,356, as compared to HK$10,685,282 recorded in 
the preceding year, representing an increase of approximately 376.43%. In addition, as 
at 31 December 2007, the audited net asset value of the Company was HK$288,047,095 
as compared to HK$190,444,519 as at 31 December 2006, representing an increase of 
approximately 51.25%. Such increase exceeds the 20% projected increase in net asset 
value that the Company has taken into account when determining the Annual Caps. As 
such, the Directors anticipate that it is very likely that the incentive fee and management 
fee payable by the Company to the Investment Manager for the two financial years 
ending 31 December 2009 and the 5-months period ending 31 May 2010 would exceed 
the approved Annual Caps.

In particular, having taken into account that the net asset value per Share as at 29 
February 2008 was HK$7.77 as disclosed in the monthly announcement of the Company, 
and based on internal estimates of the performance of the Company’s investment in 
private companies which have high potential for earning growth and capital appreciation 
in China as well as increasing in the portfolio of listed securities on undervalued and 
discounted shares, the Directors anticipate that the approved Annual Caps for each of 
the financial year ending 31 December 2008, 31 December 2009 and for the 5-months 
period ending 31 May 2010 will not be sufficient for the Group’s requirements.

The Company therefore proposes the Revision of Annual Caps for each of the two 
financial years ending 31 December 2009 and the 5-months period ending 31 May 2010 
as follows:

 Financial Year Financial Year 5-months Period
 ended 31 ended 31 ended 31
 December 2008 December 2009 May 2010
 (HK$) (HK$) (HK$)

Incentive fee HK$5,531,145 HK$6,028,948 HK$2,729,170

Management fee HK$5,672,353 HK$7,430,782 HK$4,042,670
   

Total fees payable HK$11,203,498 HK$13,459,730 HK$6,771,840
   

In determining the Revised Annual Caps, the Company has taken into account that (a) 
the Company projects approximately a 31% increase in net asset value by reference 
to the financial performance of the Company during the year ended 31st December, 
2007; (b) the audited net asset value of the Company as at 31st December, 2007 was 
approximately HK$288,047,095; (c) the net asset value per Share as at 29 February 
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2008 was HK$7.77 as disclosed in the monthly announcement of the Company; and (d) 
the audited net profit of the Company for the year 31 December 2007 was approximately 
HK$50,907,356 and an increase in net profit before accrual of the incentive fee by 
reference to the financial performance of the Company during the first two months for 
the Financial Year of 2008.

The management fee and incentive fee payable by the Company for the Financial Year 
ended 31 December 2007 amounted to HK$3,440,283 and HK$5,095,735.60, which 
has exceeded the Approved Caps for the Financial Year ended 31 December 2007 by 
approximately HK$12,288.00 and HK$3,671,035.60, respectively. The Company has 
paid the Approved Caps of the management fee of HK$3,427,995 to the Investment 
Manager and the Approved Caps of the incentive fee of HK$1,424,700 will be paid 
within 6 months after the financial year ended 31 December 2007 (i.e. on or before 
30 June 2008). As agreed by the Investment Manager, the Company is not required to 
pay the outstanding management fee and incentive fee for the Financial Year ended 31 
December 2007 of HK$12,288.00 and HK$3,671,035.60, respectively. The management 
fee paid by the Company to the Investment Manager for the 3-months period ending 31 
March 2008 amounted to HK$1,082,570.

The incentive fee and management fee will be paid by cash from internal resources of 
the Group. Save as disclosed herein, the other terms and conditions under the Investment 
Management Agreement remain unchanged.

The Directors (excluding the independent non-executive Directors) are of the view 
that the Revision of Annual Caps is fair and reasonable and is in the interests of the 
Company and the Shareholders as a whole and in the ordinary and usual course of 
business of the Company.

INFORMATION ON THE COMPANY AND INVESTMENT MANAGER

The Company is an investment company and is principally engaged in investments 
in securities listed on the Stock Exchange and unlisted investments with a potential 
for earning growth and capital appreciation. The Investment Manager is a company 
wholly-owned by Dr. Chow Pok Yu, Augustine, an executive Director, and a licensed 
corporation to perform type 4 (advising on securities), type 6 (advising on corporate 
finance) and type 9 (asset management) regulated activities under the Securities and 
Futures Ordinance (Chapter 571 of the Laws of Hong Kong). The Investment Manager 
is principally engaged in investment advisory and asset management.

INFORMATION ON INVESTMENT MANAGEMENT AGREEMENT

Pursuant to the Investment Management Agreement, the Company has appointed the 
Investment Manager to provide investment management services to the Company, which 
include identifying and analyzing investment opportunities, structuring and monitoring 
and supervising investments. The term of the Investment Management Agreement is 
for an initial fixed period of six years commencing from 1st June 1998 and, unless 
terminated by the Company at that time, shall thereafter continue for successive periods 
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of three years each. The previous three-year term commenced from 1st June 2004 
and expired on 31st May 2007. The Company has renewed the term of the Investment 
Management Agreement for a further 3 years commencing from 1st June, 2007 to 31st 
May, 2010 as approved in the Previous EGM.

LISTING RULES IMPLICATIONS

As the Investment Manager is a company wholly-owned by Dr. Chow Pok Yu, 
Augustine, an executive Director, the Investment Manager is a connected person of the 
Company under the Listing Rules. Pursuant to Rule 14A.36 of the Listing Rules, the 
Company is required to comply with Rule 14A.35(3) and 14A.35(4) of the Listing Rules 
in respect of the Revision of Annual Caps. As the Revision of Annual Caps constitutes 
a non-exempt continuing connected transaction for the Company under Rule 14A.35 
of the Listing Rules, the Revision of Annual Caps is subject to the approval by the 
Independent Shareholders by way of poll at the EGM.

The Company will convene the EGM to seek Independent Shareholders’ approval of 
the Revision of Annual Caps. In view of the interest of the Investment Manager and its 
associates (as defined in the Listing Rules) in the Transaction, the Investment Manager, 
Dr. Chow Pok Yu, Augustine and their respective associates (as defined in the Listing 
Rules) will abstain from voting at the EGM on the resolution to approve the Revision 
of Annual Caps. The votes to be taken at the EGM will be taken by poll, the results of 
which will be announced after the EGM.

An Independent Board Committee will be appointed to advise the Independent 
Shareholders whether or not to vote in favour of the Revision of Annual Caps. The 
Company will appoint an independent financial adviser to advise the Independent Board 
Committee and the Independent Shareholders on whether the Revision of Annual Caps 
is fair and reasonable and in the interests of the Company and the Shareholders as a 
whole.

A circular containing particulars of the Revision of Annual Caps, a letter from the 
Independent Board Committee, a letter from the independent financial adviser and 
the notice convening the EGM, will be despatched to the Shareholders as soon as 
practicable.

The Transaction will also be subject to the annual review requirement and the reporting 
requirement respectively under Rules 14A.37 to 14A.40, and Rules 14A.45 and 14A.46 
of the Listing Rules.
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DEFINITIONS

In this announcement, unless otherwise defined, terms used herein shall have the 
following meanings:

“Annual Caps” the approved annual caps in respect of the management 
fee and incentive fee payable by the Company to the 
Investment Manager under the Investment Management 
Agreement for each of the periods ending 31 May 2010 
as approved by the then Independent Shareholders at 
an extraordinary general meeting of the Company held 
on 22 June 2007

“Board” the board of Directors of the Company

“Company” Harmony Asset Limited, a company incorporated in the 
Cayman Islands with limited liability, whose shares are 
listed on the Main Board of the Stock Exchange

“Directors” the directors of the Company

“EGM” the extraordinary general meeting of the Company to 
be held to consider and approve the Revision of Annual 
Caps

“Financial Year” a period of 12 months from 1st January to 31st 
December in the same calendar year

“Independent Board the independent board committee of the Company
 Committee” comprising Mr. Tong Kim Weng, Kelly, Dr. Wong 

Yuan Kuen and Mr. Ho Man Kai, Anthony, all of 
whom are independent non-executive Directors

“Independent Shareholders” Shareholders other than Dr. Chow Pok Yu, Augustine 
and the Investment Manager together with their 
respective associates

“Investment Manager” Harmony Asset Management Limited, a company 
wholly-owned by Dr. Chow Pok Yu, Augustine, an 
executive Director

“Investment Management the investment management agreement dated 1st June
 Agreement” 1998 as amended by the supplemental agreements 

dated 5th April 2000 and 17 May 2007 entered into 
between the Company and the Investment Manager
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“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 articles of association of the 
Company in force from time to time

“Revision of Annual Caps” the revision of the Annual Caps under the Investment 
Management Agreement for each of the two financial 
years ending 31 December 2009 and the 5-months 
period ending 31 May 2010

“Revised Annual Caps” the revised annual caps for the Transaction for each of 
the two financial years ending 31 December 2009 and 
the 5-months period ending 31 May 2010

“Share(s)” ordinary share(s) of HK$1.00 each in the capital of the 
Company

“Shareholder(s)” holder(s) of the Share(s)

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Transaction” the transactions contemplated under the Investment 
Management Agreement entered into between the 
Company and the Investment Manger

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“%” per cent.

By Order of the Board
Harmony Asset Limited

Peter Lee Yip Wah
Secretary

Hong Kong, 3 April 2008

As at the date of this announcement, the executive directors are Mr. Lee Fong Lit, 
David, Dr. Chow Pok Yu, Augustine, Dr. Lam Andy Siu Wing, JP and Mr. Chan Shuen 
Chuen, Joseph. The independent non-executive directors are Mr. Tong Kim Weng, Kelly, 
Dr. Wong Yun Kuen and Mr. Ho Man Kai, Anthony.


