The Group recorded the pro forma combined net
loss of HK$666,142,000 for the year ended 31
December 2000. A profit of HK$794 million was
recorded for the previous financial year. As a result
of the Group’s adoption of SSAP 24 of the Hong
Kong Society of Accountants in dealing with the
accounting of the Groups’ holding of shares in TCL
International Holdings Limited (“TCL”) and given
the shares of TCL had been so volatile over the past
two years, the profit and loss accounts of the Group
were affected dramatically. As disclosed in the
Company’s financial statement for the year ended
31 December 1999, the closing price of TCL's shares
as at 31 December 1999 was HK$5.45 each and thus
resulted in a huge unrealised holding gain for the
Group when compared with its book costs of the
Group. However, the closing price of TCL's shares as
at 31 December 2000 was HK$1.78 each, the Group
had to make an appropriate provision to the profit
and loss account for the financial year ended 31

December 2000.

The Group disposed of a total of 80,000,000 shares
of TCL at HK$3.35 on 12 June 2000 by a placement
through Cazenove Asia Limited and raised HK$261
million in net proceeds. Part of the net proceeds
was used in repaying major debts of the Group and
therefore substantially reduced interest expenses of
the Group, consequently the financial situation of
the Group has improved significantly. Subsequent
to the disposal the Group still holds 100,000,000
shares of TCL.
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LUKS INDUSTRIAL (GROUP) LIMITED

Chairman'’s Statement (Cont'd)
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For the year ended 31 December 2000, the Group’s
cement plant in Vietnam recorded an annual sales
of cement of 357,000 tonnes, representing an
increase of over 50% as compared to that of last
year. The cement plant has almost achieved the
breakeven level. Disregarding any depreciation
charge, the cement plant has already been able to
generate a remarkable cash inflow to the Group.
Apart from the award of ISO9002 certificate to the
cement plant in May 2000, an obvious increase in
domestic demand of cement in Vietnam, especially
since the second quarter in year 2000, has also
boosted the sales of cement. Thanks to the significant
increase in the Vietnamese government’s spending
on construction projects, such as industrial parks,
highways, bridges, residential quarters, drainage
and ditches and more generous bank lendings on
house building and renovations, demand for cement

increase tremendously.

According to Vietnam Union of Cement Producers,
the domestic demand of cement in Vietnam was
slightly higher than the domestic supply, which are
13.67 million tonnes and 13.65 million tonnes
respectively, for the year 2000. The forecasted
domestic demand is 15.5 million tonnes for the
year 2001. Also, the cement price has shown a
slight increase starting from the first quarter of
2001. It is expected that the cement production and
sales for the year 2001 of the Group’s cement plant
is able to reach 550,000 tonnes which is of the

original designed full capacity.
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Though the investment environment of Vietnam is
seen to improve as compared to that of the first half
of 2000, foreign investments are cautious, instead of
active. Leasing situation of the Group’s Saigon Trade
Center has improved slowly. A 10% increase in
leasing rate was recorded as at 31 December 2000
when compared with that as at 30 June 2000. The
leasing situation of the Saigon Trade Center is

expected to improve at a steady pace.

In conclusion, the Group’s 550,000 tonnes cement
plant and the 600,000 square feet Saigon Trade
Center have now been the main sources of the
Group’s income and cash flow. In the foreseeable
future, the two major investments are expected to
improve steadily and bring in profits and significant
cash flow to the Group. In view of this expectation,
the Group has, through a scheme of arrangement in
organizational structure, changed the ultimate
holding company of the Group to a company
registered in Bermuda, Luks Industrial (Group)

Limited on 4 April 2001.

On behalf of the Board of directors, I would like to
thank the management and the staff of the Group

for their effort and support.
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