ACQUISITION OF ENTIRE INTEREST IN MZ ENGINEERING GMBH BY MZ MOTORRAD- UND ZWEIRADWERK GMBH FROM MR PETR KAREL KOROUS FOR CASH CONSIDERATION OF EURO25,564.59 ("ACQUISITION")

1. Introduction


Hong Leong Industries Berhad ("HLI" or "the Company") writes to inform that its wholly-owned subsidiary, MZ Motorrad- Und Zweiradwerk GmbH, had on 19 February 2004, entered into an agreement ("Agreement") with Mr Peter Karel Korous, for the acquisition of 1 share of DM50,000.00 or Euro25,564.59 ("Sale Share"), representing 100% of the paid in capital of MZ Engineering GmbH ("MZ Engineering") for a total cash consideration of Euro25,564.59 (equivalent to approximately RM122,710.00) ("Purchase Price").
MZM shall purchase the Sale Share free from all lien, charges and encumbrances. 

2. Information On Companies

MZM

MZM was incorporated on 13 June 1996 in Germany. The paid in share capital of MZM is Euro32,000,000.00

MZM is principally involved in the manufacturing and distribution of motorcycles.

MZ Engineering 

MZ Engineering was incorporated on 10 August 1994 in Germany. The paid-in share capital of MZ Engineering is Euro25,564.59.

MZ Engineering is principally involved in the provision of research and development services for motorcycles and engine technology.

3. Purchase Price
The Purchase Price of Euro25,564.59 was arrived at on a willing buyer and willing seller basis. 

The Purchase Price shall be wholly payable to PKK on a date to be mutually agreed upon and subject to the satisfactory results of the due diligence review. 
The Acquisition will be funded from internally generated funds.


The deficit shareholders' fund of MZ Engineering as at 31 January 2004 was Euro25,974.00. 

4. Rationale for the Acquisition
The Acquisition will enable MZM to consolidate the research and development of motorcycles and engine technology. 

5. Effects of the Acquisition

5.1 Share Capital and Major Shareholders' Shareholdings
The Acquisition will not have any effect on the share capital and major shareholders' shareholdings in HLI.

5.2 Earnings and net tangible assets
The Acquisition will not have any significant impact on the earnings and net tangible assets per share of the HLI Group for the financial year ending 30 June 2004. 

6. Condition of the Acquisition 


The Acquisition is not subject to the approval of shareholders of HLI or any governmental authority.

7. Directors' and Major Shareholders' Interests
PKK is a Director and the sole shareholder of MZ Engineering. He is also a Director of MZM. 


Save as disclosed above, the Company is not aware of any of its Directors, major shareholders or persons connected with the Directors or major shareholders of HLI, having any interest, direct or indirect, in the Acquisition.



8. Directors' Opinion


The Board of Directors of the Company is of the opinion that the Acquisition is in the best interest of the HLI Group. 

9. Document available for inspection


A copy of the Agreement is available for inspection at the Registered Office of HLI at Level 9, Wisma Hong Leong, 18 Jalan Perak, 50450 Kuala Lumpur during normal office hours from Mondays to Fridays (except public holidays) within 14 days from the date of this announcement.


This announcement is dated 25th day of February 2004.
