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Financial Review

Liquidity and financial resources

The Group’s cash and bank balances as at 31
December 2005 amounted to HK$133,094,000 (31
December 2004: HK$159,832,000). The Group’s
total borrowings amounted to HK$121,123,000 (31
December 2004: HK$57,181,000), of which
HK$58,329,000 was repayable within 1 year and
HK$62,794,000 was repayable from 2 to 5 years.

The percentage of the Group’s borrowings
denominated in HK$ and Vietnamese Dong (“VND”)
were 26% and 74% respectively. Of the total
borrowings, about 59% were at fixed interest rates.
The percentage of cash and cash equivalents held
by the Group in HK$, US$, VND and RMB were
12%, 70%, 17% and 1% respectively.

The gearing ratio, expressed as the percentage of
long-term debt to equity, was 6% as at 31 December
2005 (31 December 2004: 2%).

Significant investments held

As at 31 December 2005, the Group has no

significant investment held.

Material acquisitions and disposals

The Group has completed the acquisition of 22.17%
equity interest in Luks Thua Thien Hue Company
Limited (“Luks-Vaxi”) pursuant to the agreement
dated 13 October 2004 during the year. The name
of Luks-Vaxi, has been changed to Luks Cement

(Vietnam) Limited.
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On 23 March 2005, the Group entered into an
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 Cement (Vietnam) Limited, for
a total consideration of US$10.709 million
(equivalent to approximately HK$83,530,200). The
consideration will be financed partly by banks’
borrowings and partly by the Group’s internal
resources. It is expected that after the completion of
the installation of the new production line, the
maximum capacity of the Group’s cement
production will be increased by 650,000 tonnes per
annum, representing approximately an increase of
80% as compared to the existing capacity. The new
production line is expected to commence operation

in mid-2006.

On 7 July 2005, the Group entered into an
agreement with Vietnam Frontier Fund to acquire
its entire 12.5% equity interest in Luks Cement Co.,
Ltd (equivalent to 9.73% indirect interest in Luks
Cement (Vietnam) Ltd.) at a total consideration of
US$2.5 million (equivalent to approximately
HK$19,500,000). The consideration is paid by
instalments within 2 years and will be financed by
the Group’s internal resources. On completion of
the acquisition, both Luks Cement Company Ltd.
and Luk Cement (Vietnam) Ltd. will become wholly

owned subsidiaries of the Group.

Employees and Remuneration Policy

As at 31 December 2005, the Group had
approximately 850 employees. Most of them were
in Vietnam. The total staff cost (excluding directors
remuneration) was approximately HK$20,856,000
for the year ended 31 December 2005 (31 December
2004: HK$19,957,000). There was no significant
change in the Group’s remuneration policy as

compared to last financial year.
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Details of charges

As at 31 December 2005, the Group pledged certain
fixed assets at a net book value of HK$245,417,929.
In addition, bank deposits of HK$27,351,350 of the
Group have been pledged to bank for the purchase

of fixed assets.

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. Yet, the exchange rate
of VND to USD was relatively stable throughout the
accounting period, with a devaluation of less than
1% as at 31 December 2005 when compared to the
rate as at 31 December 2004. The Company has not
employed any hedging instrument as the market for
such kind of hedging instruments are either in lack
of or not cost efficient to use 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 2005, the Group has no

significant contingent liability (31 December 2004:
Nil).
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