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6 June 2006

CONTENTS

Definitions
Timetable

Letter from the Directors

The Proposal

Introduction


Repurchase 


Winding-up


Effect of Winding-up Resolution being approved


Costs of liquidation



Directors’ Recommendations


Extraordinary General Meeting


Action to be Taken


Documents for Inspection

Directors’ Responsibility Statement

DEFINITIONS
In this circular, unless the context otherwise requires, the following expressions have the following meanings:

“Administrator’s Agent”
HSBC Institutional Trust Services (Asia) Limited,  formerly known as Bermuda Trust (Far East) Limited;

“Articles”
the Articles of Association of the Company;

“Business Day”
a day, other than a Saturday, on which stock exchange and banks are open for business in Hong Kong;

“Company”
LG China Fund Limited;

“Dealing Day”
the last Business Day in the second and fourth week of each month or such other day or days as the Directors may designate from time to time as a “Dealing Day”;

“Directors”
directors of the Company;

	“Extraordinary General Meeting” 

or “EGM”
	the Extraordinary General Meeting of the Company convened to be held on 27 June 2006 at 10 a.m. at the office of Suite 3808, One Exchange Square, 8 Connaught Place, Central, Hong Kong;


“HK$”, “HK dollars” or “HK cents”
the legal currency of Hong Kong; 
“Hong Kong”
the Hong Kong Special Administrative Region of the People’s Republic of China; 
“Manager”
Lloyd George Investment Management (Bermuda) Limited being the investment manager of the Company;
“Net Asset Value”
the amount by which the assets of the Company exceed its liabilities, as determined in accordance with Article 8 of the Articles;

“Net Asset Value per Share”
the Net Asset Value as calculated on any Valuation Point divided by the total number of Shares in issue on any such Valuation Point, rounded downwards to the nearest HK cent;

“Offering Memorandum”
the Offering Memorandum of the Company dated 18th January, 1995, as amended from time to time;

“Record Date”
the Business Day preceding the EGM or adjourned EGM, as applicable;
“Repurchase Notice”
a request for repurchase of Shares in a form prescribed by the Directors;

“Repurchase Price”
Net Asset Value per Share as at the Valuation Point and deducting therefrom not more than 0.5% for duties and charges, rounded downwards to the nearest HK cent;

“SFC”
the Securities and Futures Commission of Hong Kong;

“SFO”
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as amended;

“Shareholders”
the registered holders of Shares;

“Shares”
ordinary shares of par value HK$1.00 each in the Company;

“Special Resolution”
has the meaning ascribed thereto in the International Companies Act 1981-1982 of the Cook Islands as amended, modified or re-enacted from time to time; 

“Stock Exchange”
The Stock Exchange of Hong Kong Limited; and

“Valuation Point”
5:00pm (Hong Kong time) on each Dealing Day or such other time or day as the Directors may designate from time to time as a “Valuation Point”

TIMETABLE 
In the event that a quorum is present at the EGM on 27 June 2006, the timetable shall be as follows.

	Last day for submitting Repurchase Notice


	26 June 2006

	Record Date for EGM


	26 June 2006 (5.00 p.m.) 

	EGM
	27 June 2006 (10.00 a.m.)



	Publication in the South China Morning Post and the Hong Kong Economic Journal of the result of the EGM


	28 June 2006 



	Proposed last day for dealing of Shares on the Stock Exchange


	30 June 2006

	Last day of lodging of share transfers 


	5 July 2006 (4.00 p.m.)

	Withdrawal of listing of Shares


	5 July 2006 (after 4.00 p.m.)

	
	


In the event that a quorum is not present at the EGM on 27 June 2006, an adjourned EGM will be required, and the timetable shall be as follows.
	Last day for submitting Repurchase Notice


	26 June 2006

	Record Date for EGM


	26 June 2006 (5.00 p.m.) 

	EGM
	27 June 2006 (10.00 a.m.)



	Notice to shareholders regarding adjournment of EGM


	28 June 2006

	Revised last day for submitting Repurchase Notice


	11 July 2006

	Record Date for adjourned EGM


	11 July 2006 (5.00 p.m.) 

	Adjourned EGM
	12 July 2006 (10.00 a.m.)



	Publication in the South China Morning Post and the Hong Kong Economic Journal of the result of the adjourned EGM


	13 July 2006

	Proposed last day for dealing of Shares on the Stock Exchange


	17 July 2006

	Last day of lodging of share transfers


	20 July 2006 (4.00 p.m.)

	Withdrawal of listing of Shares


	20 July 2006 (after 4.00 p.m.)

	
	


Notes:
(1)
Share transfers must be lodged with the Company by 4.00 p.m. on 5 July 2006 or, if an adjourned EGM is required, 4.00 p.m. on 20 July 2006, so that the Company’s register of Shareholders can be updated.

(2)
After 26 June 2006, Shares cannot be repurchased, unless an adjourned EGM is required, in which case Repurchase Notices will be accepted until 11 July 2006.

(3)
It is proposed that dealing of Shares on the Stock Exchange will be permitted until 30 June 2006 or, if an adjourned EGM is required, 17 July 2006. 

(4)
The liquidation process will be completed between 3 to 5 months after the date of EGM or adjourned EGM (if required).
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Dennis George Desmond Cassidy
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6 June 2006

To:  
Shareholders of The Company
Dear Sir or Madam,

PROPOSED VOLUNTARY WINDING-UP OF THE COMPANY
THE PROPOSAL 
Introduction
The Company is an open-ended offshore fund company incorporated on 24th June, 1992 under the laws of the Cook Islands as an international company limited by shares. The Company has an authorised share capital of HK$100,000,000 consisting of 100,000,000 ordinary shares of HK$1.00 each. 

The Company specialises in investing in securities listed on any stock exchange in China and in companies incorporated in, with significant assets in, or with significant earnings derived from China.  The Company’s assets are invested primarily in equities and equity-related instruments such as convertible bonds and warrants. 

The Company was listed on the Stock Exchange on 8th July, 1992 and is deemed to have been authorised by the SFC, pursuant to Section 104 of the SFO on 13th January, 1995.  As at 28th April, 2006 there were 21 Shareholders in Hong Kong and 1,192,219 Shares in issue.  No subscriptions for Shares in the Company have been received between 1 July 2004 and the date of this circular.  Consequently, the Directors consider that it is unlikely that the Company will be able to attract many new investors.  The expense ratio for a Company of this size is also relatively high.  The Directors are of the opinion that the continued operation would not be in the best interests of Shareholders as economy of scale cannot always be attained and operating costs are rising relative to the Company’s Net Asset Value.  The general expense ratio of the Company was at around 2.55% from July to December 2005, whilst generally the expense ratio for a Company of this nature should not greatly exceed 2%.

Repurchase 
In accordance with clause 25 of the Articles, the Directors have, therefore, decided to invite Shareholders to submit a Repurchase Notice in respect of their holdings in the Company.  Repurchases will be executed at the Repurchase Price, being Net Asset Value per Share as at the Valuation Point minus not more than 0.5% for duties and charges, rounded downwards to the nearest HK cent.  Investors may submit a Repurchase Notice and return the relevant share certificate(s) (if any) to the Administrator’s Agent on any Dealing Day.  The last day for submission of a Repurchase Notice shall be 26 June 2006, unless an adjourned EGM is required, in which case the last day for submission of a Repurchase Notice shall be extended to 11 July 2006.  A Repurchase Notice for your completion is enclosed.   Properly completed Repurchase Notices will be processed in the order in which they are received.    However, in respect of each Dealing Day the Manager has the discretion to limit the aggregate number of Shares repurchased to not more than 10% of the total number of Shares in issue immediately prior to such Dealing Day. This limitation, if implemented, will apply pro rata to all properly completed applications for repurchase duly received in respect of any such Dealing Day.  Any part of an application which is not effected due to this limitation will be carried forward to the next Dealing Day where it will have priority.  

Winding-up

In order to bring some certainty to the process of closing down the Company, and to ensure compliance with the Cook Islands laws, the Directors have resolved to convene an Extraordinary General Meeting to consider a resolution to wind-up the Company and appoint a liquidator in accordance with International Companies Act of the Cook Islands.  This will ensure that the Company can be legally terminated.  Any Shareholders remaining in the Company at the time when it is placed in liquidation will participate in the liquidation and share in the remaining assets of the Company (to be realised and paid out in cash), after liquidation expenses and all other liabilities have been fully paid.

The Directors would encourage you to request repurchase of your Shares prior to the EGM being held if you wish to ensure that you will receive the Repurchase Price for your Shares.  Although the Directors have made provision for the expenses of the liquidation and such expenses are reflected in the Repurchase Price, it is possible that participating in the liquidation will mean that you receive less than the Repurchase Price applicable as at the time of the EGM due to unexpected additional expenses relating to the liquidation which have to be paid prior to a final distribution of the Company’s assets.  Shareholders should also be aware that the remaining Shareholders who participate in the liquidation may not receive the full amount that is due as part of the liquidation for some time (e.g. 3 to 5 months after the date of the EGM) as the liquidation process will take some time to be completed in accordance with Cook Islands law.  However, interim payments may be made as part of the liquidation process.  

Effect of Winding-up Resolution being approved

After the EGM, assuming the winding-up resolution is approved, you will no longer be able to subscribe for or request repurchase of Shares as the Company will be in liquidation.  The Shares will be delisted from the Stock Exchange following the winding-up resolution being passed and the Company’s deemed authorisation by the SFC pursuant to Section 104 of the SFO will be withdrawn.  Shares will not be offered for subscription and redemption following commencement of winding-up of the Company.

Costs of liquidation

The Net Asset Value as of 31st December, 2005 amounts to approximately HK$16 million.  The total expense ratio of the Company was approximately 2.55% from July to December 2005.  The costs of liquidation will be borne by the Company and are expected to amount to approximately HK$550,000.  To ensure that all Shareholders are treated fairly, the Directors have already made provision in the calculation of the Net Asset Value for the estimated costs of liquidation and so any Shareholder requesting a repurchase of Shares after the date of this circular will already have borne the pro-rata estimated costs relating to the liquidation.  

It is proposed that Messrs Darach E. Haughey and Lai Kar Yan (Derek) of Deloitte Touche Tohmatsu be appointed as joint and several liquidators for the Company.  Mr. Haughey has specialised in the area of corporate insolvency for over twenty years and is a member of the Hong Kong Institute of Certified Public Accountants.  Mr. Lai has specialised in the area of corporate restructuring and insolvency for approximately eighteen years and is a fellow of the Hong Kong Institute of Certified Public Accountants.  

DIRECTORS’ RECOMMENDATIONS
The Directors recommend that Shareholders consider requesting repurchase of their Shares prior to the EGM, and in the event that they still hold Shares as at the Record Date, that Shareholders vote in favour of the resolution to wind-up the Company and the resolution to appoint Messrs Darach E. Haughey and Lai Kar Yan (Derek) of Deloitte Touche Tohmatsu as joint and several liquidators for the Company.

EXTRAORDINARY GENERAL MEETING
The Notice of the Extraordinary General Meeting, which sets out the resolution to be proposed thereat is enclosed.

The resolution to approve the winding-up is proposed as a Special Resolution and the majority required to pass a Special Resolution is at least three-fourths of Shareholders who vote at the EGM.  The quorum requirement for the EGM is Shareholders holding not less than 25 per cent. of the issued voting Shares.  If a quorum is not present the EGM shall be adjourned to 12 July 2006 at 10.00 a.m. at the office of Suite 3808, One Exchange Square, 8 Connaught Place, Central, Hong Kong at which time those persons present shall constitute a quorum.

Note that only Shareholders who are registered on the Company’s register as at the Record Date will be able to vote on the resolution to be considered at the EGM.

A notice of the result of the EGM will be sent to persons who were Shareholders as of the Record Date and a public announcement will also be made in respect of the result of the EGM.

Application for the withdrawal of the listing of the Shares from the Stock Exchange has been made to the Stock Exchange.  Please note the last day of dealing of the Company is proposed to be 30 June 2006, or 17 July 2006 in the event that an adjourned EGM is required.

ACTION TO BE TAKEN
To have your Shares repurchased:  A repurchase application should be made using a duly completed Repurchase Notice which must be sent to the Administrator’s Agent as noted at the top of the Repurchase Notice.  Repurchase Notices can be submitted by fax but the original documentation together with the Share certificate(s) (if any) in respect of the Shares being repurchased must be received by the Administrator’s Agent before repurchase proceeds will be remitted.  Shares may be repurchased on any Dealing Day.  In order to be dealt with on a particular Dealing Day (that is, the Dealing Day as at which you propose to redeem Shares), a Repurchase Notice must be received by the Administrator’s Agent on or prior to 9:00am. (Hong Kong time) on that Dealing Day.  Any application received after the relevant time will be held over until the next Dealing Day.  The first day for submission of a Repurchase Notice shall be the date of this circular.  The last day for submission of a Repurchase Notice shall be 26 June 2006, unless an adjourned EGM is required, in which case Repurchase Notices will be accepted until 11 July 2006.  

Once a valid Repurchase Notice is received and processed and original documentation has been received, repurchase proceeds will be remitted in accordance with the instructions on the Repurchase Notice by telegraphic transfer or cheque as soon as practicable and under normal circumstances within one calendar month following the relevant Dealing Day.

Applications for the repurchase of Shares are not subject to any minimum amount.  However, in respect of each Dealing Day the Manager has the discretion to limit the aggregate number of Shares repurchased to not more than 10% of the total number of Shares in issue immediately prior to such Dealing Day.  

To vote at the EGM:  Shareholders will find enclosed with the Notice of Extraordinary General Meeting a form of proxy for use at the Extraordinary General Meeting.  Please refer to the instructions in the Notice of Extraordinary General Meeting relating to the completion and return of the proxy forms.  Note that only Shareholders on the register as at the Record Date can vote at the EGM.

If Shareholders have any queries in relation to the Extraordinary General Meeting, making a repurchase request or as to the contents of this circular, they can contact Investor Services Department of HSBC Institutional Trust Services (Asia) Limited at the following address and contact number:

Address 
: 
HSBC Institutional Trust Services (Asia) Limited 

c/o Investor Services Department, 

39th Floor, Dorset House, Taikoo Place, 

979 King’s Road, Hong Kong


Contact telephone number
:
(852) 2847 2675


Contact fax number

:
(852) 3409 2690 


Contact person

:
Ms. Ena Yu







Assistant Manager, Investor Services Department

DOCUMENTS FOR INSPECTION

Copies of the following documents are available for inspection at the offices of HSBC Institutional Trust Services (Asia) Limited during normal business hours on any weekday (public holidays excepted) until 11 July 2006:

1)
Memorandum of Association of the Company and Articles

2)
Offering Memorandum

3)
Latest annual and interim reports of the Company.

DIRECTORS’ RESPONSIBILITY STATEMENT
The Directors collectively and individually accept full responsibility for the accuracy of the information contained in this circular and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief there are no other facts the omission of which would make any statement herein misleading.








By Order of the Board

The Earl of Cromer

Chairman

6 June 2006


LG CHINA FUND LIMITED
NOTICE OF EXTRAORDINARY GENERAL MEETING

OF THE SHAREHOLDERS

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Shareholders of LG China Fund Limited (the “Company”) will be held at the office of Suite 3808, One Exchange Square, 8 Connaught Place, Central, Hong Kong on 27 June 2006 at 10.00 a.m. for the purpose of considering, and if thought fit, passing the following resolution which will be proposed as a Special Resolution:

Special Resolution
That this meeting of Shareholders hereby RESOLVES THAT the Company be voluntarily wound up and that Messrs Darach E. Haughey and Lai Kar Yan (Derek)  of Deloitte Touche Tohmatsu be and are hereby appointed as joint and several liquidators of the Company for that purpose.

By order of the Board

The Earl of Cromer

Chairman
Date: 6 June 2006

Registered office:

Bermuda House

Tutakimoa Road

Rarotonga

The Cook Islands

Notes:

(1) Any Shareholder entitled to attend and vote at the extraordinary general meeting is entitled to appoint one or more proxies to attend and, on a poll, vote on his/her behalf.  A proxy need not be a Shareholder.

(2) Proxy forms may be deposited at the office of the Company’s Administrator’s Agent, HSBC Institutional Trust Services (Asia) Limited, at 39th Floor, Dorset House, Taikoo Place, 979 King’s Road, Hong Kong, no later than the time specified above for the holding of the meeting, but it is strongly requested that proxy forms are deposited at least 48 hours before the time specified for the holding of the meeting.

(3) No Director has a contract of service with the Company.

(4) Terms and expressions used in this notice have their respective meanings as defined in the circular issued by the Company to which this notice is enclosed, unless the context requires otherwise. 

LG CHINA FUND LIMITED

FORM OF PROXY FOR SHAREHOLDERS

I/We_________________________________________________________________ of ___________________________________________________________________

being (a)  Shareholder(s) of the above-named Company, hereby appoint _____________________________________________ or failing him _____________________________________________ or failing him the duly appointed Chairman of the Meeting as my/our proxy to vote for me/us and on my/our behalf at the Extraordinary General Meeting of the Company (the “Meeting”) convened for 27 June 2006 at 10.00 a.m. at Suite 3808, One Exchange Square, 8 Connaught Place, Central, Hong Kong and at any adjournment of the Meeting.  The proxy will vote on the undermentioned resolution, as indicated:

	Resolution
	FOR
	AGAINST

	To wind up the Company and appoint Messrs Darach E. Haughey and Lai Kar Yan (Derek) of Deloitte Touche Tohmatsu as joint and several liquidators of the Company
	
	

	
	
	



Dated this 

     day of

       2006

Signature :

Notes:
1.
A proxy need not be a Shareholder.  Please insert the name of the person(s) of your own choice that you wish to be appointed proxy in the space provided; failing which the Chairman of the Meeting will be appointed at your proxy.

2.
Please indicate with a tick in the relevant box which way you wish your vote to be cast with respect to the resolution.  If this form is returned without an indication as to how the proxy shall vote, the proxy will exercise his discretion as to whether he votes and if so how.

3.
If the appointor is a corporation, this form must either be under its common seal or under the hand of an officer or attorney duly authorised for that purpose.

4.
This form must be completed and together with the power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or authority, deposited at the office of the Company’s Administrator’s Agent, HSBC Institutional Trust Services (Asia) Limited, at 39th Floor, Dorset House, Taikoo Place, 979 King’s Road, Hong Kong for the attention of Investor Services Department not later than the time for holding the Meeting or adjourned Meeting in accordance with the Articles of Association of the Company.  However, it is strongly requested that this form be deposited at least 48 hours before the time for holding the Meeting.

5.
Any alterations made to this form must be initialled by you.

6.
The completion and return of this form will not prevent you from attending the Meeting and voting in person should you so wish.

7.
In the case of joint holders:

a)
the senior should sign the form but the names of the other joint holders should be stated on the form;

b)
the vote of the senior who tenders a vote, whether in person or by proxy will be accepted to the exclusion of the votes of the other joint holders.

For these purposes, seniority is determined by the order in which your names stand in the Register of Shareholders in respect of the Shares.

LG CHINA FUND LIMITED (the “Company”)

REPURCHASE NOTICE FOR SHAREHOLDERS

To:
HSBC Institutional Trust Services (Asia) Limited

c/o Investor Services Department

     39th Floor, Dorset House

     Taikoo Place, 979 King’s Road

     Hong Kong
Fax no.:     (852) 3409 2690
Phone no.: (852) 2847 2675
I/We hereby apply for the repurchase of ____________________ ordinary shares of par value HK$1.00 each in the Company subject to and in accordance with the Company’s Articles of Association.  

I/We hereby request that the Repurchase Amount be *sent to me/us by cheque at my/our address listed in the Register of Shareholders / *by telegraphic transfer to my/our account at my/our expense referred to below.  

Please use BLOCK capitals

(1)
My/Our Bank Account Details


Bank 
: _______________________________________________


Bank Address 
: _______________________________________________


Account Name
: _______________________________________________


Account Number
: _______________________________________________

Reference
: LG China Fund Limited

(2)
Nominee Bank Account Details


Bank 
: _______________________________________________


Bank Address 
: _______________________________________________


Account Name
: _______________________________________________


Account Number
: _______________________________________________
Reference
: LG China Fund Limited 
Name(s) of Registered /Joint Registered Shareholder(s)  

Address


Registration No.

Day Time Tel. No.                                                     Fax No.

Signed by:



      Capacity :                          Date:





     (if applicable)

Duly authorised for and on behalf of 

the above-named Shareholder(s)

* Delete as applicable

Notes:

1. A Repurchase Notice must be received by the Administrator’s Agent no later than 9:00am (Hong Kong time) on the relevant Dealing Day. Please see the offering memorandum dated 18th January, 1995, as amended from time to time (the “Offering Memorandum”) for further information.

2. Repurchase Notices can be submitted by fax but the original documentation together with the Share certificate(s) (if any) in respect of the Shares being repurchased must be received by the Administrator’s Agent before repurchase proceeds will be remitted.

3. A fiscal charge of not more than 0.5% is deducted from the NAV calculated on the Dealing Day to arrive at the Repurchase Price.

4. A corporation should affix its common seal or execute under the hand of a duly authorised official who should state his representative capacity.

5. The Repurchase Notice may be completed by a duly authorised agent on behalf of the Shareholder(s) in which case the power of attorney or other authority appointing the agent must accompany this notice.

6. Terms and expressions used in this notice have their respective meanings as defined in the Offering Memorandum, unless the context requires otherwise.

Total votes the subject of this form
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