Management Discussion and Analysis
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Results of operations

The Group reported a sales increase of HK$12.6 million (15%) in
2003 and net profit of HK$27.4 million or HK1.61 cents per share as
compared to HK$37.4 million or HK2.20 cents per share in 2002.
Principal factors affecting these changes, which were discussed
further in the followings, were 1) decreased selling prices which
improved sales, 2) decreased profit contribution from sales, 3)
increased selling expenses, 4) professional expenses incurred in
connection with the listing of the Company's shares on the Main
Board of the Stock Exchange, 5) income tax expenses; partially offset

by 6) no research and development expenses.

Turnover was HK$98.5 million in 2003, an increase of HK$12.6 million
or 15% as compared to HK$85.9 million in 2002, primarily due to
the increase in sales volume resulted from the decrease of selling
prices commencing February 2003 (selling prices for Jin Ze Ling No.
1 and Dao Ying Wen Jing were decreased by approximately 20% to

29%, to accommodate changes in market conditions).

The gross profit margin in 2003 decreased to 56.4% from 66.4% in
2002. The decrease represented the impact on the decreased selling
price in 2003.

Operating expenses increased by HK$2.1 million to HK$24.2 million
in 2003 as compared to HK$22.1 million in 2002. Operating expenses
as a percentage of turnover were 24.6% in 2003 as compared to

25.7% in 2002. The differences in operating expenses were as follows:

- Selling expenses increased by HK$5.1 million or 102% to
HK$10.1 million in 2003 from HK$5.0 million in 2002.
Expenses related to two additional sales service centers
(HK$0.9 million) and television advertisements (HK$4.0
million) accounted for the increase;
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Results of operations (Continued)

- The Company recorded listing expenses (HK$4.5 million) for
professional fees and other expenses incurred for the listing
of the shares of the Company by way of introduction on the
Main Board of the Stock Exchange in October 2003; and

- No research and development expenses were incurred in 2003
as compared to HK$6.9 million in 2002 since most of the
Group's core developing projects had entered the final stage
of the development. However, research and development
expenses may increase in future depending the number of

studies for potential products.

The Group recorded PRC income tax expenses of HK$6.3 million in
2003 as compared to none for the same period in 2002, because
Fujian Goldigit was exempted from PRC income tax for 2 years in
2001 and 2002.

The Group is a provider of quality chemical pesticides based on
propulsive agent technology. Jin Ze Ling No. 1 and Dao Ying Wen
Jing continued to contribute to the Group's overall turnover in 2003.
The Group has no foreign operations. The products are solely for the
PRC market. The Group focuses on the development and production
of propulsive agent, and out-sources the manufacturing of pesticides
to an independent processing agent. The Group is currently developing
two new pesticides to kill rice water weevils and rice borers, and a

new insecticide to kill mosquitoes in urban drains.

As in 2002, the Group faced severe operating environment and stern
competition in 2003. The outbreak of Severe Acute Respiratory
Syndrome in 2003 had an adverse impact on the operations of the
Group. During the second quarter in 2003, the Group's marketing
and distribution activities were temporarily suspended. Although the
Group reduced its pesticides selling prices in response to the changes
in pesticides market conditions which resulted in increase in overall
sales revenue in 2003, the impact of competition was still very intense.
As a result, the Group recorded an increase in turnover of 15% but a

decrease in gross profit of 2.5%.
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To strengthen the recognition of the Group's image and products in
2003, the Group continued to enhance the marketing activities and
launched a series of television advertising programs in the PRC.
Besides the advertisements, the Group promoted its products through
its sales service centers and performed demonstrations and training
programs to farmers in rural areas. The directors of the Company
(the "Directors") believed that these activities would benefit the Group

in the longer term.

In April 2003, the Group sold the land use right of a parcel of land
in Quanzhou, Fujian Province, the PRC, originally held for the
development of production facility for the Group. An approximate
gain of HK$0.4 million was recognised from the disposal. As a
replacement to the site for production facility and to cater for future
business development, the Group acquired an alternative site in Ma
Wei District, Fuzhou, Fujian Province, the PRC. As the Group's new
products have yet to be launched, the production facility was not
fully utilised. The Group leased a portion of the premises in the
production facility to an independent third party commencing January
2004.

On 27 October 2003, the Company's shares were withdrawn from
the Growth Enterprise Market and successfully listed on the Main
Board of the Stock Exchange by way of introduction. The Directors
anticipated that listing of the shares on the Main Board would further
enhance the public profile of the Company and recognition from
larger institutional investors and also raise the image and recognition

of the Group's products.
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Financial resources and working capital

The Group has generally financed its working capital requirements
by using cash generated from operations. Cash from operations is
principally placed in bank as fixed deposit. At 31 December 2003, the
Group had shareholders' funds of HK$256,920,000 (2002:
HK$229,568,000), working capital of HK$145,645,000 (2002:
182,242,000) and its working capital ratio was 13.2 to 1 (2002: 34.7
to 1). At 31 December 2003, the Group had cash and bank balances
of HK$156,477,000 (2002: HK$185,106,000). The Directors believe
that the Group has sufficient working capital to meet its present

requirements.

Capital structure of the company

The Group is financed by the shares issued and retained earnings.
There was no change in capital structure of the Company during the

year.
Material acquisitions and disposals of investments

There were no material acquisitions or disposals of subsidiaries or

affiliated companies during the year.
Significant capital expenditure

During the year, the Group had capital expenditures of HK$73.2
million principally for the establishment of its production facilities
in the PRC. The Group completed the establishment for its production
facilities including the acquisition of a parcel of land with buildings
in Ma Wei District, Fuzhou, Fujian Province, the PRC with a gross

floor area of approximately 31,341 square meters.

Other than those disclosed in the above, the Group had no significant

capital expenditure during the year.
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Details of charges on the Group's assets

The Group had no charge on its assets as at 31 December 2003.

Details of future plans for material investment or capital assets

The Group's future plans for material investments or capital assets
are expected to be in line with the details set out in the section of
"Future plans and prospects” in the Listing Document of the Company
dated 29 September 2003.

Contingent liabilities

The Group had no material contingent liabilities as at 31 December
2003.

Borrowings and gearing ratio

As at 31 December 2003, the Group did not have any bank facilitates
in place and there were no bank borrowings outstanding. The Group's
gearing ratio, measured by total borrowings to the shareholders’

funds, was zero.
Foreign exchange exposure
The Directors believe that the exchange rate risk of the Group is

minimal because the Group's business transactions are principally in

Renminbi in the PRC, which was relatively stable during the year.
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As at 31 December 2003, the Group had 54 full time employees of
which 5 were based in Hong Kong and the remaining in the PRC.
Staff costs were HK$5.1 million in 2003 as compared to HK$4.1
million in 2002. The increase was mainly due to the annual increment,
addition of staffs and more frequent overtime of staff to prepare for
the listing exercise. The Group's employees were remunerated
according to the nature of their duty and market trend, with
discretionary bonus and benefit of retirement scheme, share options
and necessary training. The Company would grant share options to
employees based on performance evaluation in order to provide
incentive and reward to them.

The audit committee meets reqgularly with the management to review
the accounting principles and practices adopted by the Group and
discuss auditing, internal control and financial reporting matters
including the review of quarterly unaudited consolidated financial
statements and annual audited consolidated financial statements.
The members of the audit committee are Mr. Sun Juyi, Mr. Lam Ming
Yung and Mr. Jiang Ming Le.

It is expected that the Group will continue to face severe operating
environment and intensive competition in 2004 as import of pesticides
has substantially increased following China's accession into World
Trade Organisation. Commencing from January 2004, the ban of over
60 chemical pesticides exported by other supplier to European Union
has further increased the supply in the PRC. The Directors consider
that the Group's sale will directly be affected by this increasing
supply and competition in the PRC. As a result, the Group will likely
record a lower revenue for the current cropping season of paddy
rice between January and June 2004, and the Group's results for the

same period will likely be materially affected accordingly.

The year of 2004 will be a more challenging year for the Group. The
Directors consider that increasing competition will adversely affect

prices and profit margins in the year.

Looking ahead, the Group will continue to consolidate its existing
businesses while exploring new business opportunities that will

complement and enhance its existing business.
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