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LUEN CHEONG TAI INTERNATIONAL 
HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)
DISCLOSEABLE TRANSACTION

ACQUISITION OF INTERESTS IN FORESTRY CONCESSION IN SURINAME

SUMMARY 

Luen Cheong Tai Engineering Limited, a wholly owned subsidiary of the Company has on 31 August, 2000 entered into a sale and purchase agreement (the “Agreement”) with the Vendors in connection with the acquisition of 100% interests in Finestyle.

Finestyle beneficially holds the freely transferrable land use right of a forest concession located in the Forest Belt at Brownsweg, Suriname, Latin America, comprising 27,975 hectare. Finestyle has the exploitation rights on the forest concession and engages in the trading business of timber products.

The aggregate consideration of HK$125 million for the Acquisition has been negotiated on an arm's length basis and entered into on normal commercial terms. The consideration will be financed by internal resources of the Company. The Board of Directors of the Company is of the view that the terms of the Acquisition are fair and reasonable as far as the shareholders are concerned and in the best interest of the Company.

The directors of the Company consider that the Acquisition will assist the Group to expand its building material activities thereby bringing synergy effect to the core construction business of the Group.

The Acquisition constitutes a discloseable transaction for the Company for the purpose of the Listing Rules. A circular of the Company in relation to the Acquisition will be despatched to Shareholders as soon as practicable.

THE AGREEMENT 

Date:
31 August, 2000

Vendors:
2 individuals who are independent of the directors, chief executive and substantial shareholders of the Company or any of its subsidiaries or any of their respective associates
(as defined in the Listing Rules)

Purchaser:
Luen Cheong Tai Engineering Limited

Interests to be acquired:
100% interests in Finestyle

Consideration 

The total consideration for the 100% interests in Finestyle to be acquired by the Purchaser amounts to HK$125 million. At the request of the Vendors and to show the Company’s sincere intention to negotiate the transaction, a refundable escrow deposit of HK$18 million was paid to the agent of the Vendors on 26 May, 2000. The balance of the consideration amounting to HK$ 107 million has to be settled in full on or before 7 September, 2000. 

Basis 

The consideration for the 100% interests in Finestyle was determined after arm's length negotiations between the Vendors and the Purchaser by reference to, among other things:-- 

(i)
An independent valuation based on the present value of future net cash flows of the operations in the concessions areas of Finestyle at a commercial value of US$19,507,900 (equivalent of approximately HK$152.1 million) prepared by the FSS Forestry Support Services B.V. in The Netherlands in June, 2000. The valuation was prepared based on 10 years operation and discounted at an interest rate of 8%; and 

(ii)
the latest unaudited financial accounts for the year ended 31 December, 1999 of Finestyle as reviewed by one of the big five International Accounting Firms. 

The Directors consider the consideration to be fair and reasonable and in the best interest of the Company as well as its Shareholders. 

Completion 

The Acquisitions will be completed upon: 

(a)
The transfer of shares to be signed in front of a lawyer in Paramaribo, Suriname as required by the Companies Regulations in Suriname; 

(b)
The issue of the share certificate by Finestyle in favour of the Purchaser; and 

(c)
The Company paid the consideration in full in accordance with the Agreement. 

The Directors expect that the Acquisition will be completed on or before 7 September, 2000. 

SOURCE OF FUNDING 

The consideration will be funded by the internal resources of the Company. 
INFORMATION RELATING TO FINESTYLE 

Finestyle was formally incorporated on 28 June, 1999. 

Finestyle beneficially holds the freely transferrable land use right of a forest concession which consists of 8 parcels of land with 27,975 hectare and located in Brownsweg, Suriname, Latin America. The activities of Finestyle consist of the exploitation of the forest, the processing of wood, the trade in, export/import and transport of wood-products. Prior to the formal incorporation of Finestyle, Finestyle commenced its operation on 1 October, 1997.

The authorized share capital of Finestyle is SRG5,000,000 (equivalent of approximately HK$48,173) divided into 500 Shares of SRG10,000 each and the issued and paid up capital is SRG1,000,000 divided into 100 shares of SRG10,000 each.

Each of the Vendors has 50 shares in Finestyle.

Based on the unaudited accounts of Finestyle, Finestyle had losses for the years ended 31 December, 1998 and 1999 amounting to USD414,144 (equivalent of approximately HK$3.2 million) and USD487,671 (equivalent of approximately HK$3.8 million) respectively. These reporting periods were the start up phase of Finestyle. The adjusted net tangible assets based on the account as at 31 December, 1999 was amounted to approximately US$1,860,000 (equivalent of approximately HK$14.5 million). 
REASON FOR THE ACQUISITION 

The Group is principally engaged in a wide range of public and private sectors construction works and also involves in building materials activities. It is the intention of the Group to expand the building materials activities as complement to the core construction business of the Group so as to extend certain synergy effect. The Directors believe the Acquisition would assist the Group to expand its building materials activities. The Directors consider the terms of the Acquisition to be fair and reasonable and in normal commercial terms and in the best interest of the Group. 
increase in trading volume

We have noted the increase in trading volume of the shares of the Company today and wish to state that we are not aware of any reasons for such increase. 

We also confirm that other than the transaction disclosed above, there are no negotiations or agreements relating to intended acquisitions or realisations which are discloseable under paragraph 3 of the Listing Agreement, neither is the board aware of any matter discloseable under the general obligation imposed by paragraph 2 of the Listing Agreement, which is or may be of a price-sensitive nature. 
GENERAL 

Pursuant to the Listing Rules, the Acquisition constitutes a discloseable transaction for the Company. A circular containing, among other matters, details of the Acquisition will be despatched to the Shareholders as soon as possible.

Made by the order of the Board of the Company, the Directors of which individually and jointly accept responsibility for the accuracy of this Statement. 
Definitions 

“Acquisition” 
the acquisition of 100% interests in Finestyle

“Agreement” 
the sale and pruchase agreement dated 31 August 2000

“Company” 
Luen Cheong Tai International Holdings Limited

“Directors” 
the directors of the Company

“Finestyle” 
Finestyle Investments (Suriname) N.V., a company incorporated in Suriname with limited liability

“Group” 
the Company and its subsidiaries.

“Listing Rules” 
Rules Governing the Listing of Securities on the Stock Exchange

“Shareholders”
shareholders of the Company

“Stock Exchange” 
The Stock Exchange of Hong Kong Limited

“HK$” 
Hong Kong dollars, the lawful currency of Hong Kong

“SRG” 
Suriname Guilder, the lawful currency of Suriname

“US$” 
United States dollars, the lawful currency of the United States

By order of the Board
CHAN Man Chuen
Chairman
Hong Kong, 31 August, 2000 
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