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LUKS INDUSTRIAL (GROUP) LIMITED

陸氏實業（集團）有限公司

 (incorporated in Bermuda with limited liability)

ANNOUNCEMENT

This announcement is made by the Company to inform the shareholders as to the latest development of an on-going litigation and related matters.

Reference is made to the Agreement as disclosed in the Company’s 1999 annual report. The Group received notification in April 2001 that a civil proceedings has been instituted by the Plaintiffs in relation to the disposal of Luks Property. As a result of the Proceedings, the Group’s investment in 31,405,954 Huafa Shares has been frozen  by the PRC court as security pending the results of the Proceedings.

On 1 June 2001, the Company was being informed by Huafa that the relevant PRC authority has uplifted the restriction of the Huafa Shares, which are founder shares. Accordingly, the Huafa Shares can be traded on the Shenzhen Stock Exchange subject to the uplift of the encumbrance over the Huafa Shares. As the Huafa Shares have been frozen as security pending the result of the Proceedings, such Huafa Shares are not yet transferable. This means that the value of the frozen Huafa Shares would be increased from the book cost of HK$32,034,000 as at 31 December 2000 to approximately HK$362.11 million based on the closing price of HK$11.53 per Huafa Share as at 4 June 2001.

Based on the advice of the Company’s PRC lawyers, the Company has a good defence to the Proceedings. The Company has already instructed its PRC lawyers to defend the Proceedings. The Company will endeavour to release the encumbrance over the Huafa Shares as soon as possible.

Further announcements will be made, if and when appropriate, on the development of the above. Meanwhile shareholders and/or investors should exercise caution in dealing in the Company’s shares.

Introduction

Reference is made to the Agreement as disclosed in the Company’s 1999 annual report in relation to the disposal of Luks Property. Luks Property’s major asset is its interest in a property development, including a shopping mall, in Wuhan, PRC. Due to the defaults of Grand Effort in honouring its undertakings as stipulated in the Agreement including the obligations on the Plaintiffs to pay HK$30,000,000 by 15 September 1999 for the purposes of completion of certain building/construction works in Wuhan, the Agreement has not been completed. In March 2000 Luks Industrial through its lawyers wrote to Grand Effort to formally terminate the Agreement. The Group has already made full provision of the HK$10,000,000 receivable from Grand Effort in relation to the disposal of Luks Property in 1999.

Latest development

The Group received notification in April 2001 of the Proceedings. The Plaintiffs’ claim under the Proceedings is for RMB30,000,000 (approximately HK$28,037,000) and an order that Luks Industrial continuously performs the Agreement. As a result of the Proceedings, the Group’s investment in 31,405,954 Huafa Shares (as described below) has been frozen by the PRC court as security pending the result of the Proceedings. 

Huafa Shares

On 1 June 2001, the Company was being informed by Huafa that the relevant PRC authority has uplifted the restriction of the Huafa Shares, which are founder shares. Accordingly, the Huafa Shares can be traded on the Shenzhen Stock Exchange subject to the uplift of the encumbrance over the Huafa Shares. As the Huafa Shares have been frozen as security pending the result of the Proceedings, such Huafa Shares are not yet transferable. The Group has recorded the Huafa Shares at cost of approximately HK$32,034,000 as at 31 December 2000. As a result of the uplift and based on the closing market price of Huafa as at 4 June 2001 of HK$11.53 per share, the Group’s investment in Huafa Shares has a current market value of approximately HK$362.11 million.

In all events, the Company will endeavour to release the encumbrance over the Huafa Shares as soon as possible.

General

Based on the advice of the Company’s PRC lawyers, the Company has a good defence to the Proceedings. The Company has already instructed its PRC lawyers to defend the Proceedings.

Further announcements will be made, if and when appropriate, on the development of the above. Meanwhile shareholders and/or investors should exercise caution in dealing in the Company’s shares.

Definitions

“Agreement”
the agreement dated 16 June 1999 entered into by Luks Industrial as the vendor and Grand Effort as the purchaser and an individual as one of the confirmors for the disposal by Luks Industrial of its entire issued share capital in Luks Property for a consideration of HK$10,000,000 




“Company” 
Luks Industrial (Group) Limited




“Grand Effort”
Grand Effort Holdings Limited, an independent third party not connected with the directors of the Company and its substantial shareholders or any of its subsidiaries or any of their respective associates




“Group”
the Company together with its subsidiaries




“Huafa”
Shenzhen Huafa Electronic Co. Ltd., a company listed on the Shenzhen Stock Exchange, the PRC




“Huafa Shares”
31,405,954 B shares in Huafa held the by the Group, representing approximately 11% of Huafa’s total issued share capital




“Luks Industrial”
Luks Industrial Company Limited, a wholly owned subsidiary of the Company and a company incorporated in Hong Kong with limited liabilities.




“Luks Property” 
Luks Property Limited, a company incorporated in the British Virgin Islands, which holds 78% equity interest in Luks Industrial (Wuhan) Company Limited 




“Plaintiffs”
Grand Effort and Cai




“PRC”
the People’s Republic of China, for the purpose of this announcement, excluding Hong Kong




“Proceedings”
a civil proceedings instituted in the Wuhan Court, PRC, against Luks Industrial purportedly by Grand Effort as the first plaintiff represented by one Cai Jian Jun (“Cai”) and by Cai as the second plaintiff in respect of the Agreement 

By order of the Board

Luk King Tin

Chairman

Hong Kong, 4 June 2001

Please also refer to the published version of this announcement in the i Mail dated 5/6/2001.
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