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LUKS INDUSTRIAL COMPANY LIMITED

陸氏實業有限公司

 (incorporated in Hong Kong with limited liability)

PROPOSED GROUP REORGANISATION

The board of Directors wishes to announce that the Company proposes to submit to the Shareholders a proposal to reorganise the Group whereby the Company will become an indirect wholly owned subsidiary of LIGL, a company incorporated in Bermuda with limited liability. The proposal will be implemented by way of a scheme of arrangement under Section 166 of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong).

Upon implementation of the Scheme:

(i) 
all the Shareholders will become LIGL Shareholders;

(ii)
the listing of the Shares on the Stock Exchange will be withdrawn and the LIGL Shares will be listed on the Stock Exchange by way of introduction; and

(iii)
LIGL will become the holding company of the Group.

The implementation of the Scheme will be subject to the satisfaction of the conditions as described in the section headed ``Conditions of the Scheme'' below.

Upon the Scheme becoming effective, all the Shares will be cancelled and in consideration of such cancellation, the holders thereof will receive one LIGL Share for every one Share held.

The Shareholders and potential investors should note that the Scheme is subject to a number of conditions and may or may not proceed. Shareholders and potential investors should exercise caution when dealing in the Shares. Further announcement will be made by the Company if and when appropriate.

INTRODUCTION

The board of Directors hereby announces that it has resolved to submit to the Shareholders a proposal whereby the Company will become an indirect wholly owned subsidiary of LIGL, a company incorporated in Bermuda with limited liability.

The proposal will be implemented by way of the Scheme under Section 166 of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) under which one Share will be exchanged for one LIGL Share.

Upon implementation of the Scheme:

(i) 
the Shareholders will become LIGL Shareholders. The Shareholders will have the same proportionate interests in LIGL as they currently hold in the Company;

(ii) 
the listing of the Shares on the Stock Exchange will be withdrawn and the LIGL Shares will be listed on the Stock Exchange by way of introduction; and

(iii) 
LIGL will become the holding company of the Group.

As at the date of this announcement, the authorised and issued share capital of the Company are 760,000,000 Shares and 336,552,964 Shares respectively. Assuming that there will be no movement in the share capital up to the time when the Scheme that becomes effective, the expected authorised and issued share capital of LIGL shall be 760,000,000 LIGL Shares and 336,552,964 LIGL Shares respectively.

REASONS FOR THE SCHEME

The Group commenced developing its business overseas as from 1991. The principal activities of the Group consist of the manufacture and sale of cement and property investment in Vietnam and the manufacture and sale of electronic products, property development and investment holdings in the PRC and Hong Kong.

With the increase in competition and regulatory requirements, the Group's returns from its electronic manufacturing business and property development in the PRC and Hong Kong has become less attractive. Thus the Group has been consolidating and disposing of its investments in the PRC and Hong Kong since 1996.

At present, the Group's major overseas investment is in Vietnam, consisting of a cement plant and a commercial building, the Saigon Trade Centre. The other overseas investment of the Group include interest in shares traded on the OTC Bulletin Board in the United States. Since 1999, the sale of cement in Vietnam has become the Group's major source of revenue, accounting for approximately 85% of the Group's turnover in 1999 (1998: 53%). Furthermore, in terms of the Group's revenue by geographical contribution, the revenue in Vietnam accounted for approximately 94% of the Group's revenue in 1999 (1998: 59%). As at 30 September 2000, the Group's investments in Vietnam in terms of value accounted for, in aggregate, approximately 59% of the Group's total unaudited asset value whilst the Group's investments in the PRC and Hong Kong, comprising plants and machinery for its electronic business, property developments in the PRC and investment properties held in the PRC and Hong Kong, in aggregate accounted for approximately 23% of the Group's total unaudited asset value. The balance of the Group's asset as at 30 September 2000 was investments in listed securities in Hong Kong and investments in shares traded on the OTC Bulletin Board in the United States.

The sale of the Group's cement in Vietnam has been increasing every year since commencing production in 1998. With the grant of the ISO9002 accreditation to the cement plant in Vietnam in May 2000, the Directors expect significant growth in sales of cement in Vietnam. With the political and economical prospects of Vietnam becoming clearer and the expectation of the Group's investments in Vietnam becoming profitable, the Group plans to expand the cement plant and its investments in Vietnam in the near future.

In the long run, following the trend of globalisation of trade, the Group plans to further expand its businesses in Vietnam and other overseas countries. In light of the fact that a substantial portion of the Group's revenue is derived from operations outside the PRC and Hong Kong as described above and the Group's overseas expansion plan, the Directors consider it appropriate from a commercial perspective that the holding company of the Group should be an overseas incorporated company.

The Directors consider it appropriate to reorganise the corporate structure of the Group by adopting LIGL as the new holding company of the Group so as to allow greater flexibility in formulating and implementing the Group's future overseas expansion plan which, if feasible, may be carried out by overseas subsidiaries of the new holding company.

At present, the available choices of incorporation for overseas issuer under the Listing Rules include Bermuda and the Cayman Islands. Whilst each jurisdiction has its own advantages and disadvantages, the Directors propose that Bermuda be the jurisdiction in which the new holding company should be incorporated.

Bermuda has been chosen as the place of incorporation of LIGL because, like Hong Kong, it has a well established system of laws and regulations based on the English common law system. An increasing number of the companies listed on the Stock Exchange are incorporated in Bermuda. Furthermore, Bermuda is an international finance centre and a place already familiar to investors in Hong Kong and is well known to overseas institutional investors as a reputable jurisdiction with a stable legal and political system.

SUMMARY OF THE SCHEME

Under the Scheme, it is proposed that on the Effective Date:

(i) 
the share capital of the Company will be reduced by canceling and extinguishing the Scheme Shares;

(ii) 
upon such reduction of capital taking effect, the authorised share capital of the Company will be increased to its former amount of HK$380 million by the creation of such number of new Shares as is equal to the number of the Scheme Shares cancelled;

(iii) 
the Company shall apply the credit arising in its books of account as a result of the reduction of its share capital in paying up in full at par for the new Shares to be created as aforesaid, which new Shares will be allotted and issued, credited as fully paid, to the nominees of LIGL; and

(iv) 
in consideration for the cancellation and extinguishment of their holdings of the Scheme Shares, the Shareholders will receive one new LIGL Share, credited as fully paid and ranking pari passu with all existing LIGL Shares in issue for every Scheme Share held by them at the Record Time.

As a result of the implementation of the Scheme, the Company will become an indirect wholly owned subsidiary of LIGL and the Shareholders will become the LIGL Shareholders. The proposed board lot for trading in LIGL Shares is 2,000 which is the same as the existing board lot for the Shares.

EFFECTS OF THE SCHEME

Implementation of the Scheme will not, of itself, alter the underlying assets, liabilities, businesses, management or financial position of the Group, other than the payment of the expenses relating to the Scheme. The consolidated assets and liabilities of LIGL upon implementation of the Scheme will, save for such expenses, be the same as those of the Group prior to the Scheme, and the Shareholders' proportionate interests in LIGL will be the same as their existing proportionate interests in the Company.

Implementation of the Scheme will result in the change in the par value of the Shares from HK$0.50 to HK$0.01, being the par value of the LIGL Shares.

CONDITIONS OF THE SCHEME

The implementation of the Scheme is conditional upon the satisfaction of the following conditions:

(i) 
the Scheme being approved by a majority in number, representing three-fourths in value, of the Shareholders present and voting in person or by proxy at the Court Meeting;

(ii) 
the passing of a special resolution by the Shareholders at the EGM to approve and implement the Scheme;

(iii) 
the Scheme being sanctioned and the proposed reduction of capital provided for in the Scheme being confirmed by the Court, and an office copy of the Court order and the minute containing the particulars required by Section 61 of the Companies Ordinance being registered by the Registrar of the Companies in Hong Kong;

(iv) 
the Listing Committee of the Stock Exchange granting the listing, by way of introduction, of and permission to deal in the LIGL Shares in issue and those to be issued pursuant to the Scheme and the LIGL Shares falling to be issued upon exercise of subscription rights attaching to the options to be granted under the Share Option Scheme;

(v) 
obtaining all the necessary consents from the relevant authorities in Bermuda for granting permission for, inter alia, the issue of the LIGL Shares pursuant to the Scheme and the issue of the LIGL Shares pursuant to the exercise of options which may be granted under the Share Option Scheme; and

(vi) 
all other necessary consents or authorisations which may be required under any existing contractual arrangements including loan and other finance documentation or regulatory requirements being obtained.

Application will be made to the Listing Committee of the Stock Exchange for the grant of listing, by way of introduction, of and permission to deal in the LIGL Shares to be issued pursuant to the Scheme and the LIGL Shares falling to be issued upon exercise of the subscription rights attaching to the options to be granted under the Share Option Scheme. Upon the Scheme becoming effective, the existing listing of the Shares on the Stock Exchange will be withdrawn.

Subject to the granting of the listing of, and permission to deal in, the LIGL Shares on the Stock Exchange, the LIGL Shares will be accepted as eligible securities by Hongkong Clearing for deposit, clearance and settlement in CCASS with effect from the commencement date of dealings in the LIGL Shares or such other date as determined by Hongkong Clearing. All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational Procedures in effect from time to time.

The actions necessary to make the Scheme effective will not be taken unless the the Directors are satisfied that the Scheme will become effective subject only to compliance with the relevant registration requirements, the approval of the Share Option Scheme and the listing of, and permission to deal in, the LIGL Shares and any Shares which may fall to be issued upon the exercise of the subscription rights attaching to the options to be granted under the Share Option Scheme shall have been granted, in principle, by the Listing Committee of the Stock Exchange.

GENERAL

Vickers Ballas Capital Limited has been appointed as the financial adviser to the Company and as sponsor for the listing of the LIGL Shares on the Stock Exchange in connection with the Scheme. Further details concerning the Scheme will be contained in a document to be despatched to the Shareholders as soon as practicable. The document will also contain details relating to the arrangement for the exchange of certificates of the Shares, and the notice of the Court Meeting and the notice of the EGM. Further announcement will be made by the Company in due course confirming the approval by the Court of the Scheme and the effective date of the Scheme.

The Shareholders and potential investors should note that the Scheme is subject to a number of conditions and may or may not proceed. Shareholders and potential investors should exercise caution when dealing in the Shares. Further announcement will be made by the Company if and when appropriate.

DEFINITIONS

In this announcement, the following expressions have the meanings set out below unless the context requires otherwise.

``CCASS''   the Central and Clearing and Settlement System established and operated by Hongkong Clearing

``Company''   Luks Industrial Company Limited, the shares of which are listed on the Stock Exchange

``Court Meeting''   a meeting convened in accordance with the direction of the Court

``Court''   the High Court of Hong Kong

``Directors''   the directors of the Company

``Effective Date''   the date upon which the Scheme, if approved by the Court, becomes effective

``EGM''   the extraordinary general meeting to be convened for the purpose of approving and implementing the Scheme

``Group''   the Company and its subsidiaries

``Hongkong Clearing''   Hong Kong Securities Clearing Company Limited

``Hong Kong''   the Hong Kong Special Administrative Region of the PRC

``LIGL''   Luks Industrial (Group) Limited, a company incorporated in Bermuda with limited liability and whose LIGL Shares are proposed to be listed on the Stock Exchange by way of introduction

``LIGL Share(s)''   ordinary share(s) of HK$0.01 each of LIGL

``LIGL Shareholders''   holders of LIGL Shares

``PRC''   the People's Republic of China which, for the purpose of this announcement, excludes Hong Kong

``Record Time''   4:00 p.m. (Hong Kong time) on the business day preceding the Effective Date

``Scheme''   the reorganisation proposal whereby the Company will become an indirect wholly owned subsidiary of LIGL to be implemented by way of a scheme of arrangement under Section 166 of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong)

``Scheme Shares''   the issued Shares together with any further Shares which may be issued at or before the Record Time

``Share(s)''   ordinary share(s) of HK$0.50 each in the capital of the Company

``Share Option Scheme''   the share option scheme proposed to be adopted on a conditional basis by LIGL

``Shareholder(s)''   holder(s) of the Shares

``Stock Exchange''   The Stock Exchange of Hong Kong Limited

``HK$''   Hong Kong dollars, the lawful currency of Hong Kong

By Order of the Board

Luk King Tin

Chairman

Hong Kong, 22 December 2000
Please also refer to the published version of this announcement in the Hong Kong iMail
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