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Financial Review

The Group’s cash and bank balances as at 31
December 2004 amounted to HK$159,832,000 (31
December 2003: HK$142,600,000). The Group’s
total borrowings amounted to HK$57,181,000 (31
December 2003: HK$302,407,000), of which
HK$33,779,000 was repayable within 1 year and
HK$23,402,000 was repayable from 2 to 5 years.

The percentage of the Group’s borrowings
denominated in HK$ and Vietnamese Dong (“VND”)
were 15% and 85%, respectively. Of the total
borrowings, about 0.4% were at fixed interest rates.
The percentage of cash and cash equivalents held
by the Group in HK$, US$, VND and RMB were
20%, 75%, 4% and 1%, respectively.

As a result of the redemption of the S-year
promissory note amounted to HK$200,000,000 on
18 June 2004, both the borrowings and the gearing
ratio of the Group substantially reduced as at
31 December 2004 when compared to that of 31
December 2003.

The gearing ratio, expressed as the percentage of
long-term debt to equity, was 2% as at 31 December
2004 (31 December 2003: 29%)).

Share capital

The Company redeemed the 5-year promissory note
amounted to HK$200,000,000 on 18 June 2004
with a total consideration comprising of HK$45
million in cash and the issuance of 111,478,117
new ordinary shares of the Company at a
subscription price of HK$1.211 per share. As a
result, the number of issued shares of the Company

increased substantially during the year.
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Furthermore, the Company’s warrants were mostly
exercised before its expiry date during the year that
also contributed to an increase in the number of
issued shares of the Company. All the warrants of
the Company were expired on 17 June 2004. A total
number of 3,010,255 unexercised warrants were
lapsed and cancelled. The total number of warrants
being exercised for 2004 were 59,236,384, which
resulted in a total number of 59,236,384 shares of

the Company having been issued.

As at 31 December 2004, the Company had a total
number of issued shares of 490,705,418 shares (as at

31 December 2003: 319,990,917 shares).

Significant investments held

As at 31 December 2004, the Group had no

significant investment held.

Material acquisitions and disposals

On 12 October 2004, the Group entered into an
agreement pursuant to which Luks Vietnam, a
wholly-owned subsidiary of the Company, agreed to
acquire from Thua Thien Hue Construction
Corporation (“TCC”) its 22.17% equity interest in
Luks Thua Thien Hue Company Limited (“Luks-
Vaxi”), for a total consideration of US$4 million
(equivalent to approximately HK$31.2 million).
Luks-Vaxi was a joint venture company established
and engaged in cement manufacturing business in
Vietnam and was indirectly owned by the Group as
to 68.10% before the acquisition. After the
acquisition, the Group will indirectly hold 90.27%

of Luks-Vaxi and the name of Luks-Vaxi will be
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changed to Luks Cement (Vietnam) Limited, which
will then be a 100% foreign-owned enterprise in
Vietnam. It is expected that the acquisition will be
completed in mid-2005. The Group will finance all

proceeds of the acquisition with its internal resources.

Employees and remuneration policy

As at 31 December 2004, the Group had
approximately 807 employees. Most of them were
in Vietnam. The total staff cost (excluding directors
remuneration) was approximately HK$19,712,000
for the year ended 31 December 2004 (31 December
2003: HK$18,958,000). There was no significant
change in the Group’s remuneration policy as

compared to the last financial year.

Details of future plan for material
investments

On 23 March 2005, the Group entered into a
conditional agreement with China National Aero-
Technology Import & Export Corporation Beijing
Company for the purchase of a new clinkers’
production line to be installed in Luks-Vaxi, Vietnam,
for a total consideration of US$10,709,000
(equivalent to approximately HK$83,530,200) subject
to the terms and conditions set out in the agreement.
The consideration will be partially financed by a
bank’s borrowing, as to HK$30 million and partially
from the Group’s internal resources, as to
approximately HK$53,530,200. It is anticipated that
after the completion of the installation of the new
production line, the maximum capacity of the
Group’s clinkers and cement production will be
increased by 500,000 tonnes per annum, representing
approximately an increase of 60% as compared to

the existing capacity.

1% 4% ek 4% £ Luks Cement (Vietnam) Limited » 1
6 J — [ R 2 100981 ¥ HE AT 1> 36 o i 0 7 400
AR TR GE N o A B LA R AR R S AT 4
e B T ZE 2 SRE o

B EL % 37 1 o o

A TFRRNET A = —H o AREEARE B BA
#1807 N > KER AR Mimg o FAIMI Y - A E T %
(N ELI5 # M ) 29 119,712,0000C (f %%

=4+ H=1—H : #%18,958,0007C) o B b
AP HOE > A% S T 2 8 B O O 4 T B AL

AR K K B B 2

ATEREAAEZA T H o AHE B AR 22

I 4 1 17 b st 28 R T — 1 A A (5 T o T
FARAF R ) 2 Whak » DA B — W & 2 6 R R
Luks-VaxiZ #rakEELR » #E 5 354:10,709,000
JG (R 45 474 #5683,530,20000) © A8 10 & 3B 3k
#5130,000,0007C 1 SR 17 185 8834 KR B4 B
FL 49k %5 53,530,2007C H A< 5 8 4 358 & 5 S A o TE
A BT A E R OE LR AR AR T BB JOK R
2 J5c i A E BE J1519% T 3 i1 500,000M - B H {2 4
FE BB 77 LU AR 3 49 60% ©

'3/

ANNUAL REPORT 2004 4 ¥




LUKS INDUSTRIAL (GROUP) LIMITED

Management Discussion and Analysis (Cont'd) Year ended 31 December 2004

HEHGH a2 () gs_mzneEt_ A=+ A48

Details of charges

As at 31 December 2004, the Group pledged certain
fixed assets at a net book value of HK$266,762,000

to secure banking facilities.

Exposure to fluctuations in exchange rates
and related hedges

The Group has exposed to the risk of exchange
rate’s fluctuation in Vietnamese Dong (“VND”) for
its investments in Vietnam. The exchange rate of
VND to USD had a 0.65% (31 December 2003:
1.7%) devaluation as at 31 December 2004 when
compared to that of the previous year, resulting in a
foreign exchange loss of HK$1,325,000 and an
exchange difference on translation of the financial
statements of foreign subsidiaries of HK$9,258,000.
As VND is a restricted currency and thus hedging
instruments are in lack of. In order to minimize
exposure to the exchange risk, the cement plant
makes use of its surplus cashflow and local banks’
borrowings of VND to repay loans denominated in
USD, especially the loan due to the parent company.
Besides, most of the expenditures of the cement
plant are in VND. For the Saigon Trade Centre, over
90% of the leasing contracts are denominated in

USD, whereas most of its expenditures are in VND.
Details of contingent liability
As at 31 December 2004, the Group had no

significant contingent liability (31 December 2003:
Nil).
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