The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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UNCONDITIONAL OFFER

BY ANGLO CHINESE CORPORATE FINANCE, LIMITED

ON BEHALF OF INTELLINSIGHT HOLDINGS LIMITED, A WHOLLY-OWNED SUBSIDIARY OF POLYTEC HOLDINGS INTERNATIONAL LIMITED, TO ACQUIRE THE WHOLE OF THE ISSUED SHARE CAPITAL OF

KOWLOON DEVELOPMENT COMPANY LIMITED

NOT ALREADY OWNED BY INTELLINSIGHT HOLDINGS LIMITED AND PARTIES ACTING IN CONCERT WITH IT

	On 7 December, 2001, Intellinsight Holdings Limited entered into a conditional sale and purchase agreement with certain shareholders of Kowloon Development Company Limited, a number of whom are also directors of Kowloon Development, to acquire 249,332,400 shares in Kowloon Development, representing approximately 51.5% of the issued share capital of Kowloon Development. The conditional agreement was completed on 18 December, 2001.

Upon completion of the conditional sale and purchase agreement, Intellinsight Holdings Limited and parties acting in concert with it owned in aggregate 249,517,400 shares in Kowloon Development, representing approximately 51.6% of the issued share capital of Kowloon Development. Anglo Chinese Corporate Finance, Limited will make on behalf of Intellinsight Holdings Limited an unconditional offer to acquire the whole of issued share capital and options of Kowloon Development not already owned by Intellinsight Holdings Limited and parties acting in concert with it on the following basis:

For each share in Kowloon Development
HK$3.58 payable in cash

For each option in Kowloon Development 
HK$0.58 payable in cash

At the request of Kowloon Development, trading of securities of Kowloon Development  was suspended from 10:00 a.m. on 10 December, 2001 pending the publication of this announcement. Application has been made for the resumption of trading of the securities of Kowloon Development from 10:00 a.m. on 19 December, 2001.

The document containing the offer is expected to be posted to shareholders of Kowloon Development within 21 days from the date of this announcement.




Sale and purchase agreement

On 7 December, 2001, Intellinsight Holdings Limited entered into a conditional sale and purchase agreement for the acquisition of shares in Kowloon Development Company Limited, details of which are as follows:

Purchaser
:
Intellinsight Holdings Limited

Vendors
:
Mr. Ng Siu Chan, Mr. Tang Yat Sun, Richard and Austral International Limited. Mr. Ng Siu Chan is the chairman and managing director of Kowloon Development. Mr. Tang Yat Sun, Richard is a non-executive director of Kowloon Development. Austral International Limited is beneficially owned by the Louey family comprising, among others, Mrs. Louey Wai Hung, Kathryn, Mrs. Ng Louey Kwok Chun, Phyllis, Mrs. Yu Louey Kwok Won, Carol Wilma, and Mr. Louey Lai Kuen, William who are also directors of Kowloon Development. Mr. Ng Siu Chan, Mr. Tang Yat Sun, Richard and Austral International Limited disposed of their entire shareholdings in Kowloon Development upon the completion of the sale and purchase agreement.

Shares in Kowloon
:
249,332,400 shares in Kowloon Development, representing approximately 

  Development sold

51.5% of the issued share capital of Kowloon Development

Consideration
:
HK$3.58 per share in Kowloon Development, or HK$892,609,992 in total

Guarantor
:
Polytec Holdings International Limited which guaranteed the obligations of Intellinsight Holdings Limited under the sale and purchase agreement

The agreement was subject to each of the following conditions being satisfied:

a.
the listing of the shares in Kowloon Development on The Stock Exchange of Hong Kong Limited not being withdrawn or threatened to be withdrawn and the trading in the shares in Kowloon Development on the Stock Exchange not being suspended other than any temporary suspension of such trading pending the issue of any announcement by Kowloon Development in connection with the sale and purchase agreement; and

b.
Intellinsight Holdings Limited having confirmed that it has sufficient financial resources together with the proceeds available under any loan agreement to complete the sale and purchase agreement and the offer.

The above conditions were fulfilled on 14 December, 2001 and the conditional sale and purchase agreement was completed on 18 December, 2001.

The sale and purchase agreement was entered into by the parties after arm's length negotiation.

The offer

From 1 June, 2001 to 5 June, 2001, Intellinsight Holdings Limited and parties acting in concert with it acquired from the local stock market 185,000 shares in Kowloon Development, representing approximately 0.04% of its issued share capital. Immediately following completion of the sale and purchase agreement, Intellinsight Holdings Limited and parties acting in concert with it owned a total of 249,517,400 shares in Kowloon Development, representing approximately 51.6% of the issued share capital of Kowloon Development.

Anglo Chinese Corporate Finance, Limited will make, on behalf of Intellinsight Holdings Limited an unconditional offer to acquire the whole of issued share capital of Kowloon Development not already owned by Intellinsight Holdings Limited and parties acting in concert with it on the following basis:

For each share in Kowloon Development
HK$3.58 payable in cash

The offer price is the same as the price at which shares in Kowloon Development were sold to Intellinsight Holdings Limited under the conditional sale and purchase agreement. The shares in Kowloon Development will be acquired under the offer free from all liens, charges, encumbrances, rights of preemption and any other third party rights of any nature and together with all rights attaching to them as at the date of this announcement, including the right to receive in full all dividends and other distributions, if any, declared, made or paid on or after the date of this announcement.

Seller's ad valorum stamp duty arising in connection with acceptance of the offer at a rate of HK$1 for every HK$1,000 (or part thereof) of the value of the consideration payable in respect of the relevant acceptance by shareholders of Kowloon Development will be deducted from the amount payable to Kowloon Development shareholders who accept the offer.

The offer price of HK$3.58 per share in Kowloon Development represents a 6.87% premium to the closing price as quoted by the Stock Exchange of the Shares on 7 December, 2001, being the last trading day before this announcement and a 8.48% premium to the average of the closing prices of the shares in Kowloon Development as quoted by the Stock Exchange on the last 20 trading days before the date of this announcement.

The highest and lowest closing prices of the shares in Kowloon Development as quoted by The Stock Exchange of Hong Kong Limited during the six-month period preceding the date of this announcement were HK$4.30 on 23 July, 2001 and HK$2.85 on 5 October 2001 and 17 October 2001.

On the basis of the offer price of $3.58 per share in Kowloon Development, the entire issued share capital of Kowloon Development is valued at approximately HK$1,732 million.

Intellinsight Holdings Limited intends to finance the offer for the shares and options by bank deposits and credit facilities available to it. Anglo Chinese is satisfied that sufficient financial resources are available to Intellinsight Holdings Limited to meet full acceptance of the offer.

Options

As at the date of this announcement, there were 14,350,000 outstanding options granted by Kowloon Development to certain directors and employees of Kowloon Development to subscribe for a total of 14,350,000 shares in Kowloon Development, pursuant to Kowloon Development's share option scheme as approved by its shareholders on 19 June, 2000. Such options may be exercised during the period from 1 January, 2004 to 31 December, 2008 at an exercise price of HK$3.00. An unconditional offer of HK$0.58 payable in cash for each option in Kowloon Development will be made to all those holders of outstanding options in Kowloon Development in accordance with the requirements under the Hong Kong Code on Takeovers and Mergers, in consideration for the surrender to Kowloon Development by the relevant holders of all of their existing rights in respect of options in Kowloon Development, following which such options will be cancelled and extinguished.

Maintenance of the listing of Kowloon Development

Intellinsight Holdings Limited intends that Kowloon Development should retain the listing of the shares in Kowloon Development on The Stock Exchange of the Hong Kong Limited and the directors of Intellinsight Holdings Limited have undertaken and the proposed directors of Kowloon Development will undertake to the Stock Exchange to take appropriate steps following the closing of the offer to ensure that such number of shares in Kowloon Development as may be required by the Stock Exchange are held by the public.

The Stock Exchange has stated that for so long as the shares in Kowloon Development remain listed on the Stock Exchange, if less than 25% of the shares in Kowloon Development are in public hands, it will closely monitor trading in the shares. The Stock Exchange will also closely monitor all future acquisitions or disposals of assets by Kowloon Development. The Stock Exchange has the discretion to require Kowloon Development to issue a circular to its shareholders irrespective of the size of the proposed transaction, particularly when such proposed transaction represents a departure from the principal activities of Kowloon Development. The Stock Exchange also has the power to aggregate a series of transactions and any such transaction may result in Kowloon Development being treated as if it was a new listing applicant. If the Stock Exchange believes that a false market exists or may exist in the shares in Kowloon Development or there are insufficient shares in Kowloon Development in public hands to maintain an orderly market, it will give consideration to exercising its discretion to suspend trading in the shares in Kowloon Development.

Information on Intellinsight Holdings Limited and Polytec Holdings International Limited

Intellinsight Holdings Limited was incorporated in the British Virgin Islands on 22 August, 2001 for the sole purpose of entering into the sale and purchase agreement described above. It is a wholly-owned subsidiary of Polytec Holdings International Limited and is ultimately wholly-owned by a discretionary family trust, the beneficiaries of which include Mr. Or Wai Sheun and his family members. The directors of Intellinsight Holdings Limited are Mr. Or Wai Sheun, Ms. Ng Chi Man, the wife of Mr. Or Wai Sheun and Mr. Lai Ka Fai, Mr. Or and Ms. Ng are the directors of Polytec Holdings International Limited and Mr. Lai is the assistant financial controller of Polytec Holdings International Limited.

Mr. Or is the chairman of Polytec Holdings International Limited which together with its subsidiaries is a private group of companies principally engaged in property development and investment and textile and garments business (including manufacturing of fabrics and finished garments for export to Europe and the United States of America and retail in China) in Hong Kong and Macau. Mr. Or has over 20 years' experience in property development and investment and textile and garment business in Hong Kong and Macau. Mr. Or owns 100% shareholding interest in Hantec Securities Company Limited, a registered broker in Hong Kong. He is also a director of each of Hantec Securities Company Limited, Hantec Investment Limited, a property development and investment company in Hong Kong which is wholly owned by Polytec Holdings International Limited and Campanhia de Electricidade de Macau S.A.R.L., an electricity generation and supply company incorporated in Macau and indirectly owned as to 10% of its issued share capital, by Polytec Holdings International Limited.

Intellinsight Holdings Limited, Polytec Holdings International Limited, Mr. Or, Ms. Ng Chi Man, the wife of Mr. Or and Mr. Lai are independent of, and are not connected with the directors, chief executives and substantial shareholders of Kowloon Development.

During the six-month period immediately before the date of this announcement, Intellinsight Holdings Limited and parties acting in concert with it had not dealt in the shares in Kowloon Development.

Information on Kowloon Development

The principal activities of Kowloon Development and its subsidiaries are property development and investment, property management, film distribution, securities trading, electrical and mechanical engineering services and financial services and investments. Through associated companies, Kowloon Development has interests in bus operations in the PRC, property management, dry cleaning and laundry services, provision of information system products and services and the distribution and sales of footwear.

The unaudited consolidated net profit after tax and minority interests of Kowloon Development for the six months ended 30 June 2001, after eliminating the investment revaluation reserve transferred upon the distribution in specie of its shareholding in The Kowloon Motor Bus Holdings Limited to shareholders of Kowloon Development, was approximately HK$123.4 million. The unaudited consolidated net tangible assets of Kowloon Development were about HK$3,426 million as at 30 June 2001.

Reasons for making the offers

The directors of Intellinsight Holdings Limited believe that the property development and investment business of Kowloon Development is complementary to the operations of Polytec Holdings International Limited and it subsidiaries which are engaged in property development and investment in Hong Kong. Following the acquisition of a 51.5% shareholding interest in Kowloon Development, Intellinsight Holdings Limited is required under Rule 26 of the Hong Kong Code on Takeovers and Mergers to extend a mandatory offer for the securities in Kowloon Development not already owned by Intellinsight Holdings Limited or parties acting in concert with it.

The intention of Intellinsight Holdings Limited and Polytec Holdings International Limited

The directors of Polytec Holdings International Limited and Intellinsight Holdings Limited intend that Kowloon Development will continue to focus on property investment and development business in Hong Kong and to explore new business opportunities for Kowloon Development by building on the experience of the directors of Polytec Holding International Limited in property investment and development. The proposed new board of directors of Kowloon Development will undertake a review of the Kowloon Development group's portfolio of business activities and where considered appropriate either expand them or arrange for their disposal.

Following closure of the offers, Polytec Holdings International Limited and Intellinsight Holdings Limted intend to sell to Kowloon Development a portfolio of commercial and residential property interests in Hong Kong, details of which have not been finalised. Details of the property assets to be sold to Kowloon Development will be announced in the near future and will be set out in a circular to shareholders of Kowloon Development. The proposed sale of property interests will constitute connected transactions under the Rules Governing the Listing of Securities of The Hong Kong Stock Exchange Limited and will be subject to the approval of shareholders of Kowloon Development other than Intellinsight Holdings Limited and its associates at an extraordinary general meeting of Kowloon Development. Save for the property injection mentioned above, there is no other asset injection planned at this stage.

The directors of Intellinsight Holdings Limited are aware that possible competition may exist between Polytec Holdings International Limited and Kowloon Development. Details on how this issue will be addressed will be set out in the composite offer document.

Management and staff

Following the posting of the composite offer document to the shareholders of Kowloon Development, it is proposed that Mr. Or Wai Sheun, Ms. Ng Chi Man, the wife of Mr. Or Wai Sheun and Mr. Lai Ka Fai, all of whom are directors of Intellinsight Holdings Limited. Mr. Keith Alan Holman, Mr. Tam Hee Chung, Mr. Yeung Kwok Kwong, Mr. Seto Gin Chung, John, Mr. Lok Kung Chin, Hardy, Mr. Li Kwok Sing and such other persons as may be nominated by Intellinsight Holdings Limited, will be appointed as directors of Kowloon Development. The proposed directors of Kowloon Development are serving as directors of Polytec Holdings International Limited, its subsidiaries or trustee with the exceptions of Mr. Seto Gin Chung, John, who is a non-executive director of the Stock Exchange of Hong Kong Limited, Mr. Lok Kung Chin, Hardy, who is a managing director of The Sun Company Limited, a private construction company in Hong Kong, and Mr. Li Kwok Sing who is the director of Management Capital Limited, a private direct investment and financial advisory company in Hong Kong. Further details of the proposed directors will be disclosed in the composite offer document. Pursuant to the sale and purchase agreement, nine out of the sixteen existing directors of Kowloon Development namely Mr. Ng Siu Chan, Mrs. Ng Louey Kwok Chun, Phyllis, Mrs. Yu Louey Kwok Won, Carol Wilma, Mr. Tang Yat Sun, Richard, Mr. Wu-Chang, Guillermo, Mrs. Louey Wai Hung, Kathryn, Mr. Louey Lai Kuen, William, Mr. Ng Anthony and Mr. Ng Kai Wah, Peter, will resign on the closing date of the offer.

Other than the changes to the board of Kowloon Development referred to above, Intellinsight Holdings Limited does not expect that there will be any major changes to the management of Kowloon Development or to terms or conditions of employment of other employees of Kowloon Development as a result of the offer.

General

Anglo Chinese Corporate Finance, Limited is acting as the financial adviser to Intellinsight Holdings Limited and Asia Financial Capital Limited is acting as the financial adviser to Kowloon Development in relation to the offer.

Under Rule 26 of the Hong Kong Code on Takeovers and Mangers, once the offer is made, an independent board committee of Kowloon Development will be formed and an independent financial adviser will be appointed to consider the terms of the offer. Shareholders are advised to take no action as regards the offer until they have received the advice of the independent board committee and the independent financial adviser.

The composite offer document containing the offer is expected to be posted to shareholders and option holders of Kowloon Development within 21 days of this announcement.

At the request of Kowloon Development, trading of securities of Kowloon Development was suspended from 10:00 a.m. on 10 December, 2001 pending the publication of this announcement. Application has been made for the resumption of trading of the securities of Kowloon Development from 10:00 a.m. on 19 December, 2001.
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By order of the board of
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Kowloon Development Company Limited
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Ma Mi Chun, Conita


Director
Company Secretary

Hong Kong, 18 December, 2001

The directors of Intellinsight Holdings Limited jointly and severally accept full responsibility for the accuracy of the information (other than information relating to Kowloon Development) contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement (other than opinions expressed by Kowloon Development) have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statements in this announcement misleading.

The directors of Kowloon Development jointly and severally accept full responsibility for the accuracy of the information (other than information relating to Intellinsight Holdings Limited and Polytec Holdings International Limited) contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement (other than opinions expressed by Intellinsight Holdings Limited and Polytec Holdings International Limited) have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statements in this announcement misleading.

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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