LUKS INDUSTRIAL (GROUP) LIMITED

Chairman’s Statement

EWA

Business Review and Prospects

The Group’s turnover for the year was
HK$278,144,000, representing an increase of 11.1%
as compared to HK$250,295,000 of last year.

The Group recorded a net profit attributable to
shareholders of HK$30,632,000 for the year,
representing an increase of 51.8% as compared to

HK$20,183,000 of last year.

Among the Group’s normal operating activities, its
cement business and property investment business
were the major contributors to the consolidated
profit of the Group, whereas Traditional Chinese
Medicine (TCM) products business recorded a loss

for the year.

The Group’s other revenue and gain included a gain
on early redemption of a promissory note of
HK$20,000,000. At the Special General Meeting
held on 15 June 2004, independent shareholders of
the Company approved to redeem the 5-year
HK$200,000,000 promissory note of the Company
at a discounted price. The total consideration
included the payment in cash of HK$45,000,000
and the issuance of 111,478,117 new shares of the
Company at a subscription price of HK$1.211 per
share. The gain on early redemption of the
promissory note came from the principal amount
discounted. Besides, the early redemption also
resulted in an amount of HK$3,014,000 interest

portion waived on the promissory note.
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Cement business

For the year, the Group’s total quantity sales of
clinkers and cement recorded a growth of 13.7% to
757,000 tonnes, as compared to 666,000 tonnes of
2003. As production of the modified cement
production lines became stable, the quantity of
clinkers produced increased significantly when
compared to 2003. The total sales amount recorded
a growth of 9.0% as compared to that of 2003.
However, due to an increase in production cost,
contribution from the cement business to the
Group’s profit could only be leveled to that of last
year. The increase in production cost was mainly

attributed to surging materials costs during the year.

On the sales side, the Group’s sales of cement to
construction projects, as a result of the completion
of certain major construction projects, such as the
Hai Van Pass Tunnel and Lang Co Bridge, recorded a
decrease for the year. Yet, an increase in sales of
clinkers and sales of cement to farther provinces
such as Quan Tri and Quan Binh compensated the

decrease in sales of cement to construction projects.

Foreseeing 2005, the demand of cement in
Vietnamese market remains strong and following
the commencement of construction of some hydro-
electricity plants in central Vietnam, the Group's
sales of cement shall be expected to achieve a stable
growth. Besides, the price of cement and clinkers

are also expected to have a slight increase.
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As anticipating that demand of cement and clinkers
will be able to maintain its growth in Vietnam for
coming years and also seeing that the Group’s
existing production lines have almost reached the
maximum capacity, the management has decided to
invest into a new production line in the cement
plant and thus on 23 March 2005, the Group
entered into an agreement to purchase a new
clinkers’ production line with a capacity of
approximately 500,000 tonnes per annum. The new
production line is expected to start operating in

mid-2006.

Furthermore, the Group had entered into an
agreement with the Vietnamese partner of the
cement joint venture in Vietnam on 12 October
2004 to acquire all its 22.17% shareholding in the
cement joint venture with a total consideration of
US$4,000,000. After the completion of the
acquisition, the Group’s shareholding in the cement

operation will increase from 68.10% to 90.27%.

The Management believes that the investment in a
new clinkers’ production line in the cement plant
and the acquisition of the Vietnamese partner’s
shareholding in the cement joint venture, will
consolidate the Group’s earnings and contributions

from the cement business in future.
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Saigon Trade Centre and other investment

properties

The leasing situation of the Group’s Saigon Trade
Center in Ho Chi Minh City, Vietnam had shown a
significant improvement along with the booming of

the Vietnamese economy for the year.

The lease-out rate of the Saigon Trade Centre as at
31 December 2004 was 71% as compared to 58% as
at the year-end of 2003. The average rental rate was
also recorded a growth of 9% as compared to that of
last year. The leasing situation of the Saigon Trade

Center is expected to improve further in 2005.

The Group’s other investment properties, mainly
situated in Hong Kong and the People’s Republic of
China (the “PRC”) were almost fully leased out as at
31 December 2004 and have been providing a stable

revenue and cashflow to the Group.

Traditional Chinese Medicine products

business

The objective of Vigconic is to develop Traditional
Chinese Medicine (TCM) products with therapeutic
and adjuvant functions based on stringent scientific
researches proven by clinical studies. Significant
resources had been inputted for researches and
clinical studies in the past few years. Though the
Group understands the risk to develop TCM with

therapeutic and adjuvant functions, it is known and
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proven the TCM’s effectiveness and efficacy for the
past few thousand years. According to survey, not
many companies in the PRC, Hong Kong and
Taiwan have developed TCM products based on
scientific approach. The Group believes that the
products will offer promising and considerable

market value if the development is successful.

Vigconic will continue to emphasize its resources on
scientific researches and clinical trials for last year
and the coming two years, products will be launched
accordingly only after clinical trials results are released.
As a result, the business has recorded deficit last year

while no significant profit is expected this year.

Today the management is excited to announce to
the shareholders, a clinical trial was conducted in
Queen Mary Hospital in charge by Professor JST
Sham (Head of Department, Department of Clinical
Oncology, Faculty of Medicine, The University of
Hong Kong), which was prepared by the Clinical
Trials Centre, Faculty of Medicine of The University
of Hong Kong. The study was to evaluate the
efficacy of Vigchemo in reducing the impact of
chemotherapy induced side effects and in improving
the quality of life of the chemotherapy-treated
cancer patients. The efficacy response rate was
83.3% which denoted an encouraging result. A
series of clinical trials and researches are being
planned at multi-centers of different hospitals in

Hong Kong currently.
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Prior to the clinical trials of Vigchemo for the
chemotherapy-treated cancer patients, a research
has been done for the adjuvant functions to mice
with lung cancer. The research report, led by XR
Mei and MY Huang (Institute of Modern Chinese
Medicine, The Hong Kong Polytechnic University),
has stated that Vigchemo could adjuvant the
chemotherapeutic treatment — cyclophosphamide
in inhibiting the growth of lung tumors while the
survival time has been lengthened. The effect in
reducing tumor sizes and weight as well as prolonged
the survival time by using Vigchemo together with
cyclophosphamide are proved to be more apparent
than administered cyclophosphamide alone. The
overall findings suggested that Vigchemo is a highly
effective anti-cancer agent and adjuvant therapeutic
agent for the treatment of lung cancer. The abstract
was released in the 9th World Congress on Advances
in Oncology on October 14-16th 2004 held in
Greece. This is a clear statement to demonstrate the
responsible and serious scientific attitude uphold by

Vigconic in developing its TCM products.

Vitalliver is the prepared proprietary TCM formula
developed by Vigconic to treat the liver cirrhosis. A
clinical trial is undergoing currently in Queen Mary
Hospital in charge by Professor George Lau (Assistant
Dean, Specialist in Gastroenterology & Hepatology,
Faculty of Medicine, The University of Hong Kong)
which was prepared by the Clinical Trials Centre,
Faculty of Medicine of the University of Hong
Kong. The theme of the trial is to evaluate the
therapeutic efficacy and safety of Vitalliver in treating
patients with liver cirrhosis. The trial subjects are
close to 100 and the trial is expected to complete in

the first quarter of next year.
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Vineuro is the prepared proprietary TCM formula
developed by Vigconic to adjuvant the treatment of
patients with Parkinson’s or Alzheimer’s Diseases.
The preliminary clinical report was released in the
7th International Conference of Alzheimer’s and
Parkinson’s Diseases 2005 held in Italy this March.
The second phase of multi-center clinical trial is
prepared by the Clinical Trials Centre, Faculty of
Medicine of the University of Hong Kong. The
theme of the trial is to study the effect on subjects’
activity abilities, reducing the symptoms as well as
improving the quality of life by using Vineuro as the
adjuvant to the medicine-treated Parkinson'’s Diseases
patients. The trial will be conducted in the second
half of this year at several hospitals in Hong Kong

with about 160 subjects.

The ageing problem in the community has started
to draw attention in recent years that accelerates
the urgency to develop effective anti-ageing products.
The Group believes that TCM is more effective in
anti-ageing than Western medicine. The Hong Kong
Jockey Club had donated HK$175 million to The
Hong Kong University of Science & Technology to
cooperate with a foreign pharmaceutical company
to develop anti-aging TCM this March. The Group
has already put its resources to study the anti-ageing
prepared proprietary TCM formula, VI-28, five years

ago.

6 researches and clinical trial reports have been
released in international medical conferences and
medical journals accordingly to state VI-28 anti-
ageing efficacy and effectiveness. In January, Dr. KM

Ko (Associate Professor, Department of Biochemistry,

S U R A ) 2 ) Rl B IR TR B R S A
R E Y PR EE - WP ERR RS CTEAE3HE R
RFNERAT 00 T35 4 e 22 A R B 4 48 i B % 6 ok
2005) EEER o 55 T Z O Y R R B B R
2 2 o i R B rh D SRR (R RTUE” A
BEERATIEEM A » BB EHRE ) - B
FEAR B 203 HATE - R WF 5T o DLIERUBR I /e 2
AR 2 T B HE AT I FE R A 160 A2 -

N F AL B e o > BH ST 2 I ZE ) il B AR B2
Ul o EEMGEHbUE E4EY - HHEHTIER - AF
= H WA S e 148 1 ¥ 175,000,0000C 45
T B R B2 B — [H] A B 7Y 25 A AR B 3R i 2 PO
2 o 42 [ AE AT T O3 B IR 5 P8 & 1Y oAl
BE—“HE 287 o

£

“HE 287 B 5T R 1Y T RLE I O e AR 1 B R R
R B MR BLMERE SR T R T T B R &R -
SAETH > FERPIRIZR (RO R)
ST BRI A 5 287 S A A R AR 19 52 B Y

1%

ANNUAL REPORT 2004 %



BEEKEX(KEH) BRLF

Chairman’s Statement (Cont d)
E R

The Hong Kong University of Science & Technology)
has completed the research on the effect on
mitochondrial anti-oxidant and functional status in
various tissues as well as red cell superoxide
dismutase activity (SOD) of rats by using VI-28. The
result has shown that VI-28 treatment could enhance
the mitochondrial anti-oxidant and ATP functional
status in various tissues (brain, heart, liver, skeleton
and muscle) in rats. The red cell CuZn SOD activity
in driving out the free radicals has also increased.
Not only could VI-28 encourage the cell growth, it
could also clear out the free radicals in various
tissues. The antioxidant effect on various tissues of
VI-28 treated rats is 70% more than those of normal
feed rats. Many medical journals on anti-ageing had
pointed out that oxidation is the main contributor
of ageing. Oxidation will accelerate the shortening
of the telomere of a cell that ultimately lead to the
ageing of humans. To delay the shortening of the
telomere by getting rid of the free radicals from the
cell tissues of our bodies is the key to be long-lived.
The above various articles and journals have
explained that VI-28 is indeed effective in anti-
ageing. Accordingly, Dr. Ko described the research
about the mitochondrial in cells is a breakthrough
that initiates us to further study the relationship
between the shortening of telomere and the
mitochondrial anti-oxidant status. This prompts us
to speed up our research on the effect of VI-28 in
reducing the telomere shortening, maintaining the
cell replicative capacity, and achieving the anti-

ageing result.
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The sale of VI-28 has started since at the end of year
2003. The sales, nevertheless, was below expectation
since the concept of anti-ageing was not yet well-
received among the consumers. The Group on one
hand will continue to strengthen the sale in Hong
Kong, while on the other hand will market the
product overseas as well as in mainland China. VI-
28 has obtained sale licenses in several Southeast
Asian countries. All the registration procedures in
the PRC are completed and the sales permit is

expected to be issued at the second half of this year.

Vigchemo will be launched locally in the second half
of the year. With the data that there are 20,000 new
cancer patients each year that expects extensive
demand on the adjuvant therapy to supplement the
chemotherapy, the Group is fairly optimistic to the

sale of Vigchemo.

Dividend

Since the Group has achieved a stable income and
cash inflow in its major businesses, the board of
directors proposed to distribute a final dividend of
HK$0.05 per share to the shareholders, and together
with the interim dividend of HK$0.03 per share
already distributed, the total dividend for the year
2004 will be HK$0.08 per share.

At last, on behalf of the board of directors, I would
like to thank for the effort and support of the

management and the staff of the Group.
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