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JOINT ANNOUNCEMENT

PROPOSED SETTLEMENT OF INDEBTEDNESS

OWED BY FURAMA HOTEL ENTERPRISES, AND GUARANTEED BY LSD,

TO GOLDEN POOL,

AN INDIRECT WHOLLY-OWNED SUBSIDIARY OF eSUN AND

PROPOSED SETTLEMENT OF INDEBTEDNESS

OWED BY LSD TO BONDHOLDERS

CONSTITUTING

A MAJOR TRANSACTION AND

CONNECTED TRANSACTIONS FOR LSD AND

A VERY SUBSTANTIAL ACQUISITION AND

CONNECTED TRANSACTIONS FOR, AND

INVOLVING A WHITEWASH WAIVER APPLICATION BY, eSUN

On 28th June, 2004, LSD and eSun (and their respective wholly-owned subsidiaries, Furama Hotel Enterprises and Golden Pool) entered into the Settlement Agreement concerning the settlement of the indebtedness due from Furama Hotel Enterprises, and
guaranteed by LSD, to Golden Pool in the principal amount of approximately HK$1,500 million. In addition, LSD has also reached an agreement in principle with an informal committee of the Bondholders concerning the restructuring of indebtedness
owed by LSD to the Bondholders debts in the principal amount of approximately US$196 million (equal to approximately HK$1,529 million).

The total indebtedness owed by Furama Hotel Enterprises to Golden Pool in the principal amount of approximately HK$1,500 million, together with an agreed settlement premium of approximately HK$1,345 million (such premium having been arrived at
after arms’ length negotiations between the relevant parties and representing the value in excess of the settlement package in favour of Golden Pool over the principal amount of the total indebtedness owed by Furama Hotel Enterprises to Golden Pool), is
to be settled on the basis of the following elements:

(i) Golden Pool will receive a cash repayment of HK$20 million;

(ii) Golden Pool will extend the eSun Loan, in the amount of HK$225 million, to Furama Hotel Enterprises, which will exist with effect from Completion and secured on the basis of the Ritz Carlton Security which Golden Pool will share with the
Bondholders. The obligations of Furama Hotel Enterprises under such eSun Loan will be guaranteed by LSD; and

(iii) Golden Pool, or its nominee, will have allotted and issued to it, by LSD, 5,200 million new Shares of LSD (being the eSun Settlement Shares) at par value of HK$0.50 each Share and to be credited as fully paid and such eSun Settlement Shares
will be subject to a non-disposal lock up period.

The total indebtedness owed to the Bondholders, inclusive of all accrued interest in the amount of approximately US$18 million (equal to approximately HK$138 million) and accrued premia in the amount of approximately US$111 million (equal to
approximately HK$869 million) as at Completion (such premia comprising accrued redemption premium in accordance with the terms of the Bonds and an agreed settlement premium arrived at after arms’ length negotiations between the Informal
Committee and LSD), which total is expected to be approximately US$325 million (equal to approximately HK$2,536 million), is proposed to be settled on the basis of the following elements:

(i) Bondholders will receive an aggregate cash repayment of approximately US$38 million (equal to approximately HK$300 million);

(ii) the Residual Indebtedness (in the principal amount of HK$226 million) and the Contingent Indebtedness (in the principal amount of HK$70 million) will remain due to the Bondholders, to be settled on or before 31st December, 2005 secured on
the basis of the Bonds Security; and

(iii) Bondholders will have allotted and issued to them, by LSD, a total of approximately 3,800 million new Shares of LSD (being the Bondholder Settlement Shares) at par value of HK$0.50 each Share and to be credited as fully paid, representing an
aggregate nominal value of approximately HK$1,900 million.

In relation to the Bondholder Settlement Shares, it is proposed that Mr. Peter Lam, the Chairman, an executive director, and a shareholder, of LSD, and a member of the Lim Family, will grant Bondholders a non-assignable right to put to him:

(i) the First Tranche Shares (comprising approximately 1,000 million Shares), at HK$0.07 per Share, during an exercise window commencing two months after Completion and ending three months after Completion; and

(ii) the Second Tranche Shares (comprising approximately 2,800 million Shares), at HK$0.03 per Share, during an exercise window commencing on 1st November, 2005 and ending on 30th November, 2005.

Such right of the Bondholders to put the Bondholder Settlement Shares to Mr. Peter Lam is personal to the Bondholders and is not transferable with the Bondholder Settlement Shares. In the event that the Bondholders exercise their rights to put all of the
Bondholder Settlement Shares to Mr. Peter Lam, based upon the enlarged issued share capital of LSD after Completion, Mr. Peter Lam’s interest in the Shares would increase from approximately 0.08% as at the date of this announcement to approximately
29.88%.

It has further been agreed that if, for whatsoever reason, Mr. Peter Lam fails to purchase all or any of the Second Tranche Shares pursuant to exercise(s) of the put rights afforded to the Bondholders, then the Bondholders would retain their Second Tranche
Shares and LSD will remain contingently liable to repay the Bondholders the Contingent Indebtedness on 31st December, 2005.

Completion of the Settlement is conditional upon:

(i) the LSD Independent Shareholders approving, inter alia, the terms of the Settlement Agreement, the terms of the Bonds Settlement and the Chen Family Special Deal at the LSD EGM;

(ii) the eSun Independent Shareholders approving the terms of the Settlement Agreement at the eSun SGM;

(iii) Bondholders approving the terms of the Bonds Settlement;

(iv) the SFC granting the Whitewash Waiver and consenting the Chen Family Special Deal;

(v) the Stock Exchange granting approval of the listing of and permission to deal in the eSun Settlement Shares and the Bondholder Settlement Shares;

(vi) the obtaining of all relevant consents, permits, approvals, authorisations and waivers necessary for the purposes of putting in place the Ritz Carlton Security and the Bonds Security;

(vii) eSun having obtained any and all other consents, permits, approvals, authorisations and waivers necessary or appropriate for the entering into and consummation of the transactions contemplated by the Settlement Agreement;

(viii) LSD retaining its listing status with its Shares (other than for suspensions of a routine nature); and

(ix) the conditions to completion of the Settlement Agreement and/or the Bonds Settlement being fulfilled or waived.

It is expected that completion of the Bonds Settlement and the Settlement Agreement will take place simultaneously and no later than 1st November, 2004. Completion of the Settlement Agreement is conditional on the Bonds Settlement going
unconditional and vice versa. In addition, the options for Bondholders to put the Bondholder Settlement Shares to Mr. Peter Lam form part of the Bonds Settlement and as such, are inter-conditional with completion of the Settlement Agreement.

Under the Takeovers Code, the Chen Family, as an existing shareholder of LSD, will be entitled, in its capacity as a Bondholder, to the benefits and rights as contemplated under the Bonds Settlement which are not available to other existing shareholders
of LSD. The Bonds Settlement is considered to constitute a ‘special deal’ for the purposes of the Takeovers Code insofar as it applies to existing shareholders of LSD. As the Chen Family hold Bonds, consent will be sought from the SFC to the Chen
Family Special Deal. Furthermore, the Chen Family Special Deal will be opined on by LSD’s Independent Financial Adviser and approval to the same will be sought from the LSD Independent Shareholders at the LSD EGM pursuant to a vote conducted
by poll, in which regard the Chen Family will abstain from voting thereon.

From LSD’s perspective under the Listing Rules, the Settlement involves:

(i) the Bonds Settlement which is deemed, in its entirety, to be a connected transaction for LSD (by virtue of the rights to put the Bondholder Settlement Shares to Mr. Peter Lam) pursuant to Rule 14A.11(4)(a) of the Listing Rules;

(ii) an increase in authorised share capital and the allotment and issue of Shares to eSun and the Bondholders, being matters requiring the approval of the LSD Independent Shareholders at the LSD EGM;

(iii) a potential disposal of the Three Planned Sale Interests to the Bondholders in settlement of a residual liability to pay what would otherwise have been 70% of the net proceeds arising out of a realisation of these interests, in which regard, LSD will
be treated as having entered into a major transaction, based upon the aggregate value of the Three Planned Sale Interests and the assumption that the consideration which LSD will be deemed to have received from the transfer would be the
settlement of any residual obligation to pay to the Bondholders any share of surplus proceeds from realisation of the Three Planned Sale Interests;

(iv) creating new security, in the form of the first charge over LSD’s 100% shareholding interest in Surearn and the assignment of all shareholders’ loans owed by Surearn to the LSD Group in favour of both Golden Pool and the Bondholders on a pari
passu basis (but in the case of the Bondholders, up to a maximum potential recovery of HK$120 million when aggregated with any sums recovered under the second charge over the shares of Diamond String herein) and a guarantee of the
obligations of Furama Hotel Enterprises under the eSun Loan Agreement in favour of Golden Pool. Although eSun is not, as at the date hereof, a connected person of LSD, it will become a controlling shareholder of LSD upon Completion. To the
extent that such security represents transactions which will continue to subsist after Completion, such new security will therefore constitute a connected transaction for LSD under Rules 14A.13(3) and 14A.13(4) of the Listing Rules; and

(v) the contingent prospect of being required to redeem up to an additional HK$70 million of indebtedness due to the Bondholders on 31st December, 2005, in circumstances only where Mr. Peter Lam fails to complete the purchase of the Second
Tranche Shares put to him by the Bondholders. This element of the transaction represents, for the purposes of the Listing Rules, a form of potential financial assistance by LSD to Mr. Peter Lam, as a connected person of LSD. Accordingly, this
element constitutes a potential connected transaction under Rule 14A.13(2) of the Listing Rules.

Given that various elements of the overall Settlement require the approval of the LSD shareholders, it is intended that all resolutions relating to the Settlement to be proposed at the LSD EGM will be voted on, by way of poll, only by the LSD Independent
Shareholders (with LSG, members of the Lim Family, members of the Chen Family, the directors of LSD who hold Shares, any other shareholder of LSD who is interested or involved in the Settlement, other than being merely a shareholder of LSD, and
their respective associates abstaining from participation in such vote).

An application will be made by eSun to the SFC for the Whitewash Waiver which, if granted, would be subject to the approval of the LSD Independent Shareholders, such approval to be sought at the LSD EGM pursuant to a vote conducted by poll.

From eSun’s perspective, the Settlement involves the acquisition of an interest of approximately 40.8% in LSD and the provision of the eSun Loan, representing a very substantial acquisition and a connected transaction for eSun on the basis that LSD is a
substantial shareholder of eSun. Approval of the eSun Independent Shareholders will be sought at the eSun SGM, in which regard LSD and its associates will abstain from voting.



The terms of the Settlement have been negotiated extensively between LSD, eSun and the informal committee of the Bondholders and represent the fairest and most reasonable settlement outcome that the respective boards of directors of LSD and eSun
believe can be achieved. As such, the directors of LSD (including, but subject to the advice of the Independent Financial Adviser of LSD, the Independent Board Committee of LSD) believe that the terms of the Settlement Agreement and the proposed
terms of the Bonds Settlement are fair and reasonable and in the interests of the shareholders of LSD as a whole. Moreover, the directors of eSun (including, but subject to the advice of the Independent Financial Adviser of eSun, the Independent Board
Committee of eSun) believe that the terms of the Settlement Agreement are fair and reasonable and in the interests of the shareholders of eSun as a whole.

Each of LSD and eSun will be appointing their respective Independent Financial Advisers for the purposes of advising their respective Independent Board Committees in relation to the Settlement and announcement(s) will be issued by LSD and eSun as
soon as practicable after such appointments. Details of the conclusions of the Independent Board Committees and the Independent Financial Advisers in respect of the Settlement will be disclosed (as appropriate) in the Circulars to be published and
despatched to their respective shareholders as soon as practicable after this announcement.

LSD will be convening the LSD EGM and eSun will be convening the eSun SGM for the purposes of considering, and if thought fit passing, respective resolutions relating to the Settlement (as applicable to each of them). Notices of the LSD EGM and the
eSun SGM will be included in the respective circulars of LSD and eSun referred to above.

Shareholders of each of LSD and eSun should note that the Bonds Settlement has yet to be formally approved by the Bondholders, and may ultimately not materialise. Accordingly, the conditions to Completion may not be fulfilled and the
Settlement might not proceed as envisaged by LSD and eSun herein. Shareholders and other investors of LSD and eSun are therefore advised to exercise caution when dealing in the shares of either company.

The shares of LSD and eSun were, at the respective requests of each, suspended from trading on 28th June, 2004. Each has requested that trading in their respective shares be resumed on 5th July, 2004.

BACKGROUND

LSD has (i) through Furama Hotel Enterprises, debts due and owing to Golden Pool, an indirect wholly-owned subsidiary of
eSun, in the principal amount of approximately HK$1,500 million and (ii) through other indirect wholly owned subsidiaries,
debts due and owing to the Bondholders in the principal amount of approximately US$196 million (equal to approximately
HK$1,529 million). Although repayment of the indebtedness owed to Golden Pool was formally due for repayment on 31st
December, 2002, Golden Pool was, on an informal basis, willing to defer enforcement of the due payment of the debt to the
same time as the indebtedness fell due to Bondholders. These debts fell due for repayment on 31st March, 2003, since which
date LSD’s creditors, including Golden Pool and the Bondholders, have refrained from taking enforcement action against LSD
and LSD has been operating on the basis of an ‘informal standstill’.

LSD has been in discussions with both eSun and an informal committee of the Bondholders (the ‘‘Informal Committee’’) for
much of the past year in respect of such indebtedness. LSD has now (i) entered into the Settlement Agreement with, inter alia,
eSun and (ii) reached an agreement, in principle, with the Informal Committee concerning the restructuring of indebtedness
owed by LSD through Furama Hotel Enterprises to Golden Pool and the Bondholders, respectively. It should be noted that the
Informal Committee has no rights or authority to bind the Bondholders generally.

Reference is made pages 79 and 89 to 93 of the 2002/2003 annual report of LSD which provides details as to the total
indebtedness owed to the Bondholders and Golden Pool.

TERMS OF THE PROPOSED SETTLEMENT BETWEEN LSD AND eSUN

Settlement Agreement

On 28th June, 2004 LSD and eSun (and their respective wholly-owned subsidiaries, Furama Hotel Enterprises and Golden
Pool) entered into the Settlement Agreement concerning the settlement of the indebtedness due from Furama Hotel
Enterprises, and guaranteed by LSD, to Golden Pool in the principal amount of approximately HK$1,500 million.

Principal Terms of the Settlement Agreement

The total indebtedness owed by Furama Hotel Enterprises to Golden Pool is to be settled on the basis of the following
elements, taking into account of an agreed settlement premium in the amount of HK$1,345 million (such premium having been
arrived at after arms’ length negotiations between the relevant parties and representing the value in excess of the settlement
package in favour of Golden Pool over the principal amount of the total indebtedness owed by Furama Hotel Enterprises to
Golden Pool):

(i) Golden Pool will receive a cash repayment of HK$20 million;

(ii) Golden Pool will extend a five year interest-bearing term loan, at a rate of 4.5% per annum, in the principal amount of
HK$225 million to Furama Hotel Enterprises (being the eSun Loan), secured on the basis of a package of security
(being the Ritz Carlton Security) comprising LSD’s indirect interest in the Ritz Carlton, Hong Kong, which Golden
Pool will share with the Bondholders, as described in further details below; and

(iii) Golden Pool, or its nominee, will have allotted and issued to it, by LSD, 5,200 million new Shares of LSD (being the
eSun Settlement Shares) at par value of HK$0.50 each Share and to be credited as fully paid, representing an
aggregate nominal value of HK$2,600 million. There are no provisions under the Companies Ordinance (or under the
articles of association of LSD) prohibiting the allotment of shares to eSun, as eSun is not a subsidiary of LSD.

Conditions to completion of the Settlement Agreement

Completion of the Settlement Agreement is conditional upon:

(i) the LSD Independent Shareholders approving the terms of the Settlement Agreement, the Bonds Settlement (including
the Bondholders’ option to put Shares to Mr. Peter Lam and the Bonds Security, as set out herein), the Whitewash
Waiver and any and all matters contemplated thereunder (including the Chen Family Special Deal (as such term is
defined and described below in the section of this announcement headed ‘‘Special Deal’’)) at the LSD EGM;

(ii) the eSun Independent Shareholders approving the terms of the Settlement Agreement at the eSun SGM;

(iii) Exchangeable Bondholders approving the terms of a settlement in respect of LSD’s indebtedness under the
Exchangeable Bonds, on the principal terms referred to below;

(iv) Convertible Bondholders approving the terms of a settlement in respect of LSD’s indebtedness under the Convertible
Bonds, on the principal terms referred to below;

(v) the SFC granting the Whitewash Waiver and consenting to the Chen Family Special Deal;

(vi) the Stock Exchange granting approval of the listing of and permission to deal in the eSun Settlement Shares;

(vii) the minority shareholders of Diamond String consenting to arrangements in relation to the Ritz Carlton Security;

(viii) HSBC, which also has an interest in the Ritz Carlton Security, consenting to the arrangements in relation to the Ritz
Carlton Security and the Ritz Carlton Security Adjustment (as defined below), as necessary;

(ix) each of LSD and eSun having obtained any and all other consents, permits, approvals, authorisations and waivers
necessary or appropriate for the entering into and consummation of the transactions contemplated by the Settlement
Agreement;

(x) once given, none of the consents, permits, approvals, authorisations or waivers provided will have been revoked,
withdrawn or modified at any time before Completion;

(xi) each of the warranties set out in the Settlement Agreement remaining true and correct on and as of Completion as
though such warranties were made on and as of Completion;

(xii) LSD retaining its listing status with its Shares (other than for suspensions of a routine nature); and

(xiii) the conditions to completion of the Bonds Settlement being fulfilled or waived.

If each of the above conditions shall not have been fulfilled, or only in the case of conditions (x), (xi) and (xiii) to the extent
that such conditions to completion of the Bonds Settlement do not relate to completion of the Settlement Agreement, waived,
by 1st November, 2004, the Settlement Agreement will terminate. Shareholders of LSD and eSun should note in particular that
condition (v) above is not a condition that will be waived by eSun. Completion of the Settlement Agreement is conditional on
the Bonds Settlement going unconditional and vice versa.

Further details about the eSun Loan and the Ritz Carlton Security

The eSun Loan, in the principal amount of HK$225 million, will exist with effect from Completion and will be owed by
Furama Hotel Enterprises to Golden Pool. It will be due for repayment five years after Completion and will be interest bearing,
at a rate of 4.5% per annum, payable semi-annually. The obligations of Furama Hotel Enterprises will be guaranteed by LSD.

The Ritz Carlton Security will comprise the following:

(i) a second charge over LSD’s 65% indirect shareholding interest in Diamond String (the company which wholly
beneficially owns the Ritz Carlton, Hong Kong) to be afforded to Golden Pool and shared with the Bondholders on a
pari passu basis (but in the case of the Bondholders, up to a maximum potential recovery of HK$120 million when
aggregated with any sums recovered under the first charge over the shares of Surearn as mentioned herein). A first
charge over these shares already exists in favour of HSBC as part of the security afforded to HSBC in relation to a
loan by HSBC to Diamond String. In fact, eSun and the Bondholders have already been afforded a second charge over
LSD’s 65% indirect shareholding interest in Diamond String (pursuant to a second mortgage dated 19th January,
2001) in connection with the existing indebtedness due from LSD. Accordingly, the subject matter of the security
insofar as it relates to eSun and to the Bondholders, to all practical intents and purposes, remains unaltered, albeit a
change in documentation is necessary, amongst other things, to reflect a reduction in the maximum amount
recoverable by the Bondholders under the second charge over the shares of Diamond String and the first charge over
the shares of Surearn as mentioned below, to HK$120 million. Under the existing security documents, the second
charge over the shares in Diamond String can be released if LSD makes a payment to the Bondholders and eSun of (or
provides alternative security to a value of) approximately HK$429 million; and

(ii) a first charge over LSD’s indirect 100% shareholding interest in Surearn (the company which owns 65% of Diamond
String) and an assignment of all shareholders’ loans owed by Surearn to the LSD Group, (such shareholders’ loans
being non-interest bearing and payable on demand and as at the date of the announcement, the outstanding amount of
shareholder loan owed by Surearn to the LSD Group is HK$600,131,017) in each case, to be afforded to Golden Pool
and shared with the Bondholders on a pari passu basis (but in the case of the Bondholders, up to a maximum potential
recovery of HK$120 million when aggregated with any sums recovered under the second charge over the shares of
Diamond String detailed above).

The unaudited consolidated total gross assets of both Surearn and Diamond String as at 31st January, 2004 attributable to the
LSD Group’s consolidated accounts were HK$979 million which represented 13.9% of LSD’s consolidated total gross assets
as at 31st January, 2004. The unaudited consolidated net assets of both Surearn and Diamond String as at 31st January, 2004
attributable to the LSD’s consolidated accounts were approximately HK$457 million. The Ritz Carlton, Hong Kong is the sole
asset of Diamond String and Surearn’s sole asset is its 65% shareholding interest in Diamond String.

The audited profit (both before and after taxation and extraordinary items) of the LSD Group attributable to the Ritz Carlton
Security for the two financial years ended 31st July, 2002 and 2003 are approximately HK$12 million and HK$6 million
respectively. The unaudited profit before taxation and extraordinary items and profit after taxation and extraordinary items of
the LSD Group attributable to the Ritz Carlton Security for the six months ended 31st January, 2004 was approximately
HK$12 million and HK$11 million, respectively.

Expected completion of the Settlement Agreement

It is anticipated that completion of the Settlement Agreement and completion of the Bonds Settlement will take place
simultaneously and no later than 1st November, 2004. Payment by LSD of the cash element of the Settlement (to both eSun
and Bondholders) is expected to occur within 5 business days of the last to occur of the conditions referred to in paragraphs (i)
to (iv) and (viii) (as necessary) above under the heading ‘‘Conditions to completion of the Settlement Agreement’’. On
completion of the cash element of the Settlement, the existing parties to the current second charge over LSD’s 65% indirect
shareholding interest in Diamond String in favour of Golden Pool and the Bondholders will enter into an amended second
charge to adjust their respective security interests existing as at the date hereof to take account the payments by LSD of HK$20
million to Golden Pool and approximately HK$300 million to the Bondholders (the ‘‘Ritz Carlton Security Adjustment’’).

Subject to Completion taking place, no interest will accrue as from 31st December, 2002 in respect of the indebtedness owed
to Golden Pool. If the cash element of the Settlement (applicable to both eSun and the Bondholders) shall have taken place
without completion of all remaining terms of the Settlement Agreement occurring in accordance with the Settlement
Agreement, all indebtedness owed by Furama Hotel Enterprises and guaranteed by LSD less HK$20m cash paid by LSD to
Golden Pool pursuant to the Settlement Agreement shall continue to be due and owing by LSD and Furama Hotel Enterprises
to Golden Pool on the terms existing as at the date hereof.

It is a further requirement, in order to effect the Settlement, that the authorised share capital of LSD will need to be increased
in order to enable it to allot and issue the eSun Settlement Shares (and the Bonds Settlement Shares). Accordingly, it is
proposed that, at the LSD EGM, the approval of shareholders of LSD will be obtained to this aspect of the Settlement.

Lock-up

Each of eSun and Golden Pool has covenanted and undertaken to LSD not to dispose of (or to procure that there is no such
disposal of) the eSun Settlement Shares until the earlier of completion of the purchase by Mr. Peter Lam of such of the Second
Tranche Shares (as defined below) as are put to him by the Bondholders and 31st January, 2006. Such lock up undertaking
does not prohibit:

(i) the eSun Settlement Shares from being transferred or sold to any member of the eSun Group provided that if such
transferee ceases to be a member of the eSun Group, the eSun Settlement Shares shall be transferred back to any other
member of the eSun Group;

(ii) the eSun Settlement Shares from being pledged or charged as security for a bona fide commercial loan from an
authorised institution (as defined in the Banking Ordinance) or from any other company or person that is independent
of and not connected with eSun; and

(iii) the eSun Settlement Shares from being tendered for transfer or sale, at eSun’s sole and absolute discretion, to the
relevant person(s) who makes an unconditional offer to purchase all of the issued share capital of LSD in accordance
with the provisions of the Takeovers Code.

Reasons for and benefits of the Settlement Agreement

(A) LSD

For LSD, continuing to operate under the uncertainty of an informal standstill arrangement with creditors is simply
not a viable proposition. LSD has spent considerable time, money and effort in seeking to achieve a tri-party solution
to its indebtedness situation and believes that the terms of the Settlement Agreement and the terms of its proposed
settlement with the Bondholders represent the best prospects for achieving a viable and sustainable future for the LSD
Group.

(B) eSun

From eSun’s perspective, the majority of its assets comprise the indebtedness owed by Furama Hotel Enterprises to
Golden Pool. Since December 2002, the management of eSun has been in discussions with LSD as regards the
repayment of the indebtedness owed to Golden Pool. As indicated in the section of this announcement headed
‘‘Background’’ and as eSun’s shareholders should be aware, the LSD Group has suffered from liquidity problems in
recent years with considerable sums owing to the Bondholders and other creditors (in addition to those owed to the
eSun Group) and has been operating on an ‘‘informal standstill’’ basis since April 2003. In practice, the extent to
which the eSun Group can recover the indebtedness owed by the LSD Group is largely dependent upon the wider
restructuring that the LSD Group is able to achieve with its other creditors including the Bondholders. Given the
length of time which has elapsed since the due date for repayment of the indebtedness owing to the eSun Group, the
limited resources available to the LSD Group to repay sums owed and the limits of the existing security afforded to
the eSun Group, the directors of eSun believe the current terms of the Settlement will allow it to recover as much of
the outstanding indebtedness as is feasible in the context of such a wider restructuring of the LSD Group’s
indebtedness.

The Settlement provides eSun with some cash and residual indebtedness owed by the LSD Group that bears interest at
a commercial rate and, based upon the current value of the Ritz Carlton, Hong Kong and the security interests
afforded directly or indirectly over it by LSD, is fully secured. Moreover, eSun becomes the single largest shareholder
in LSD allowing eSun to participate in the upside of the LSD Group that has restructured its debts making it a viable
group of companies going forward.

TERMS OF THE PROPOSED SETTLEMENT BETWEEN LSD AND THE BONDHOLDERS

Principal terms of the Bonds Settlement

Having reached an agreement in principle with the Informal Committee, LSD proposes to convene meetings of the
Exchangeable Bondholders and the Convertible Bondholders at which resolutions will be proposed to approve that the total
indebtedness owed to the Bondholders, inclusive of all accrued interest in the amount of approximately US$18 million (equal
to approximately HK$138 million) and accrued premia in the amount of approximately US$111 million (equal to
approximately HK$869 million) as at Completion (such premia comprising accrued redemption premium in accordance with
the terms of the Bonds and an agreed settlement premium arrived at after arms’ length negotiations between the Informal
Committee and LSD), which total is expected to be approximately US$325 million (equal to approximately HK$2,536
million), be settled on the basis of the following elements:

(i) Bondholders will receive an aggregate cash repayment of approximately US$38 million (equal to approximately
HK$300 million);

(ii) residual principal indebtedness in the amount of approximately HK$266 million (the ‘‘Residual Indebtedness’’) and
a further principal amount of approximately HK$70 million (the ‘‘Contingent Indebtedness’’) will remain due to
Bondholders, to be settled on or before 31st December, 2005, (in the case of the Contingent Indebtedness only in the
circumstances described below). In relation to both the Residual Indebtedness and the Contingent Indebtedness, no
interest coupon will attach (provided that the principal amount is, as applicable, repaid by 31st December, 2005) and
it will be secured on the basis of a package of security (being the Bonds Security) as described in further detail below;
and

(iii) Bondholders will have allotted and issued to them, by LSD, a total of approximately 3,800 million new Shares of LSD
(being the Bondholder Settlement Shares) at par value of HK$0.50 each Share and to be credited as fully paid,
representing an aggregate nominal value of approximately HK$1,900 million.

Options to put Shares to Mr. Peter Lam

In relation to the Bondholder Settlement Shares, it is proposed that Mr. Peter Lam, the Chairman of LSD, a shareholder of LSD
and a member of the Lim Family, will grant Bondholders a non-assignable right to put to him:

(i) up to approximately 1,000 million Shares (the ‘‘First Tranche Shares’’), at HK$0.07 per Share, during an exercise
window commencing two months after Completion and ending three months after Completion; and

(ii) up to approximately 2,800 million Shares (the ‘‘Second Tranche Shares’’), at HK$0.03 per Share, during an exercise
window commencing on 1st November, 2005 and ending on 30th November, 2005.

Such right of the Bondholders to put the Bondholder Settlement Shares to Mr. Peter Lam is personal to the Bondholders and is
not transferable with the Bondholder Settlement Shares. In the event that the exercise of such right by the Bondholders shall
result in less than 25% of the Shares being held by members of the public, LSD and Mr. Peter Lam will undertake to take
appropriate steps as soon as possible to ensure that the public float of LSD will be restored and maintained at a level of 25% or
above in order to comply with the relevant Listing Rules requirements. Further particulars concerning the basis upon which it
is proposed that the public float would, as necessary, be restored and maintained will be included in the circular of LSD. In the
event that the Bondholders exercise their rights to put all of the Bondholder Settlement Shares to Mr. Peter Lam, based upon
the enlarged issued share capital of LSD after Completion, Mr. Peter Lam’s interest in the Shares would increase from
approximately 0.08% as at the date of this announcement to approximately 29.88%.

The Bondholders’ right to put the First Tranche Shares to Mr. Peter Lam will be secured by means of HK$70 million in cash
which is to be provided by Mr. Peter Lam and held in a secured account at, and from, Completion, the residual amount of
which will be released after expiry of the exercise window to put the First Tranche Shares to Mr. Peter Lam.



It has further been agreed that if, for whatsoever reason, Mr. Peter Lam fails to purchase all or any of the Second Tranche
Shares pursuant to exercise(s) of the put rights afforded to the Bondholders, then the Bondholders would retain their Second
Tranche Shares and LSD will remain contingently liable to repay the Bondholders the Contingent Indebtedness of up to
HK$70 million on 31st December, 2005. In this regard, LSD will have no liability to a Bondholder to repay any of such
Contingent Indebtedness in any of the following circumstances:

(i) where the Bondholder in question sells or transfers his Second Tranche Shares on or before 31st December, 2005; or

(ii) where the Bondholder in question puts his Second Tranche Shares to Mr. Peter Lam and the transfer is duly
completed; or

(iii) where the Bondholder in question elects to retain his Second Tranche Shares as at 1st December, 2005 (i.e. such
Bondholder elects not to put his Second Tranche Shares to Mr. Peter Lam during the exercise window of the put
option).

Special Deal

LSD is aware that an associate, being Absolute Gain Trading Limited, a company controlled by Mr. Chen Din Hwa as to 100%
of its share capital, of one of its substantial shareholders, Nice Cheer (a company controlled by Mr. Chen Din Hwa) also holds,
so far as LSD is aware, certain of the Bonds. Neither Nice Cheer nor Mr. Chen Din Hwa nor any of their respective associates
(the ‘‘Chen Family’’) are associates of the Lim Family and Mr. Chen Din Hwa is not a director of any member of the LSD
Group or the eSun Group.

In its capacity as a Bondholder, the Chen Family (i) will receive cash and Bondholder Settlement Shares as part of the Bonds
Settlement and (ii) will have a right to put, to Mr. Peter Lam, its entitlement to the First Tranche Shares and the Second
Tranche Shares. It also benefits from the Bonds Security applicable to the Residual Indebtedness and the Contingent
Indebtedness (including the limited recourse right to share in the Ritz Carlton Security). As the Chen Family is an existing
shareholder of LSD, the Bonds Settlement is considered to constitute a ‘special deal’ (the ‘‘Chen Family Special Deal’’) for
the purposes of the Takeovers Code (as such rights and benefits have only been afforded to the Bondholders and not, generally,
to the existing shareholders of LSD). Consent will be sought from the SFC to the Chen Family Special Deal. Furthermore, the
Chen Family Special Deal will be opined on by LSD’s Independent Financial Adviser and approval to the same will be sought
from the LSD Independent Shareholders at the LSD EGM pursuant to a vote conducted by poll, in which regard the Chen
Family will abstain from voting thereon. Upon completion, the Shares held by the Chen Family will form a part of the public
float of LSD.

Further details about the Bonds Security

To secure the aggregate indebtedness due to the Bondholders under the terms of the Bonds Settlement in the principal amount
of HK$336 million (comprising the Residual Indebtedness and the Contingent Indebtedness), LSD will afford to Bondholders
the Bonds Security comprising the following:

(i) a first charge over LSD’s 10% indirect attributable equity interest in The Waterfront, being a property development in
Kowloon and an assignment of any reversionary interest in all shareholders’ loans owed to the LSD Group in
connection with such interest (the ‘‘Waterfront Security Interest’’);

(ii) a first charge over LSD’s 26.01% indirect attributable equity interest in the Caravelle Hotel, Ho Chi Minh, Vietnam
and assignments of all relevant shareholders’ loans owed to the LSD Group and of the relevant management
agreement entered into by the LSD Group in connection with such interest (the ‘‘Caravelle Security Interest’’);

(iii) a first charge over LSD’s 62.65% indirect attributable equity interest in the Furama Resort, Danang, Vietnam and
assignments of all relevant shareholders’ loans owed to the LSD Group and of the relevant management agreement
entered into by the LSD Group in connection with such interest (the ‘‘Danang Security Interest’’);

(iv) a limited recourse right to share in the Ritz Carlton Security on a pari passu basis with Golden Pool (but subject, in the
case of the Bondholders, to a maximum potential recovery of HK$120 million); and

(v) charges over LSD’s 42.54% indirect interest in eSun.

The Bondholders are already entitled to substantially similar security to that represented by items (iv) and (v) above pursuant
to the terms of the existing Exchangeable Bonds and Convertible Bonds. However, the security represented by items (i) to (iii)
above would represent entirely new security interests in favour of the Bondholders.

As regards each of the Three Planned Sale Interests LSD will endeavour to sell such interests in an orderly and expeditious
manner after Completion for the purposes of raising funds to reduce or eliminate the Residual Indebtedness of HK$266 million
indebtedness owed to the Bondholders after Completion. In addition, it is proposed that aggregate net proceeds in excess of
HK$266 million will be shared as between Bondholders and LSD in the ratio of 70 : 30 respectively. In the event of completion
of the proposed disposals of the Three Planned Sale Interests, the relevant companies which are currently indirect subsidiaries
of LSD may cease to be subsidiaries of LSD (although this will depend on the structure and negotiations as regards such
proposed disposals at the relevant time). Where necessary, LSD will comply with the applicable Listing Rules at the relevant
time of the disposals of the Three Planned Sale Interests by LSD during the period before the end of 2006 to parties other than
the Bondholders. The sharing ratio between LSD and the Bondholders of the net proceeds of the sales of the Three Planned
Sale Interests was arrived at after arms length negotiations between LSD and the Informal Committee.

Were LSD not to repay all of the HK$266 million of Residual Indebtedness due to the Bondholders by 31st December, 2005,
the Bondholders will be at liberty to enforce the Bonds Security, including over such of the Three Planned Sale Interests as
remaining at that time. Were LSD to repay the full HK$266 million of Residual Indebtedness by 31st December, 2005 in
circumstances where any of the Three Planned Sale Interests remain with LSD on that date, LSD will have an additional period
of one year to 31st December, 2006, to realise the remaining of the Three Planned Sale Interests, again with net proceeds
shared between Bondholders and LSD on a 70 : 30 basis. If any of the Three Planned Sale Interests remain with LSD on 31st
December, 2006, the Bondholders will have the right to call upon LSD to transfer to the Bondholders any such residual interest
to extinguish, in full, the liability of LSD to pay to the Bondholders their entitlement to 70% of the net proceeds of sale
therefrom and the Bondholders shall be entitled to retain the full proceeds ultimately realisable therefrom.

Further particulars on the Three Planned Sale Interests

The audited net losses (both before and after taxation and extraordinary items) of the LSD Group attributable to the Three
Planned Sale Interests for the financial year ended 31st July, 2002 are approximately HK$34 million. The audited net profits
(both before and after taxation and extraordinary items) of the LSD Group attributable to the Three Planned Sale Interests for
the financial year ended 31st July, 2003 are approximately HK$11 million. The net profits (both before and after taxation and
extraordinary items) of the LSD Group attributable to the Three Planned Sale Interests for the six months ended 31st January,
2004 are approximately HK$46 million.

The unaudited aggregate carrying book value of the LSD Group’s interest in the Three Planned Sale Interests as at 31st
January, 2004 was approximately HK$352 million. As at 31st January, 2004, the unaudited carrying book value of the
Waterfront Security Interest was approximately HK$135 million. As at 31st January, 2004, the unaudited consolidated net
assets of the Caravelle Security Interest and the Danang Security Interest attributable to the LSD Group was approximately
HK$91 million and HK$126 million, respectively.

The net book value of the fixed assets in respect of the Caravelle Security Interest as at 31st January, 2004 attributable to the
LSD’s consolidated accounts was HK$180.9 million which represented 9.9% of the net book value of LSD’s consolidated
fixed assets as at 31st January, 2004. The net book value of the fixed assets in respect of the Danang Security Interest as at 31st
January, 2004 attributable to the LSD’s consolidated account was HK$149.3 million which represented 8.2% of the net book
value of LSD’s consolidated fixed assets 31st January, 2004

As described in paragraph A(iii) under the paragraph headed ‘‘Listing Rules Aspects’’ in this announcement, the potential
disposal of the Three Planned Sale Interests to the Bondholders in settlement of LSD’s liability to the Bondholders and
assuming that the consideration which LSD will be deemed to have received from the potential disposal would be HK$266
million, taking into account a repayment of a shareholder’s loan by the joint venture company relating to the Waterfront
Security Interest amounting to HK$93.8 million subsequent to 31st January, 2004, the gain on disposal of the Three Planned
Sale Interests before tax and other expenses expected to accrue to LSD’s consolidated profit and loss accounts is estimated to
be approximately HK$8 million.

Conditions and expected completion

The conditions to completion of the Bonds Settlement largely mirror the conditions to completion of the Settlement
Agreement, but also include:

(i) the obtaining of all relevant consents, permits, approvals, authorisations and waivers necessary for the purposes of
putting in place the Bonds Security;

(ii) the Stock Exchange granting approval of the listing of and permission to deal in the Bondholder Settlement Shares;

(iii) the SFC consenting to the Chen Family Special Deal; and

(iv) the conditions to completion of the Settlement Agreement being fulfilled or waived.

As noted above, it is expected that completion of the Bonds Settlement and the Settlement Agreement will take place
simultaneously and no later than 1st November, 2004. Completion of the Settlement Agreement is conditional on the Bonds
Settlement going unconditional and vice versa. In addition, the options for Bondholders to put the Bondholder Settlement
Shares to Mr. Peter Lam form part of the Bonds Settlement and as such, are inter-conditional with completion of the
Settlement Agreement.

In addition, LSD’s shareholders should note that a resolution is intended to be proposed at the LSD EGM to increase the
authorised share capital of LSD to enable it to allot and issue the Bondholder Settlement Shares (and the eSun Settlement
Shares) at Completion.

SHAREHOLDING STRUCTURE BEFORE AND AFTER THE SETTLEMENT

The shareholdings in LSD and eSun before and after the Settlement are set out in the charts below. As can be seen, eSun
becomes the single largest shareholder in LSD upon Completion taking place. The Settlement does not involve any changes to
the share capital of eSun. The eSun Settlement Shares and the Bondholder Settlement Shares represent 138.8% and 101.4% of
the existing issued share capital of LSD, respectively. The eSun Settlement Shares and the Bondholder Settlement Shares
represent 40.8% and 29.8% of the enlarged issued share capital of LSD after Completion, respectively. The issue price at the
par value of HK$0.50 per Share for both the eSun Settlement Shares and the Bondholder Settlement Shares represents 378.8%
of the market price of LSD Share of HK$0.132 as at 25th June, 2004.
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1. These shareholders include directors of LSD who are not members of the Lim Family but who also hold shares in LSD as follows:

Name of director of LSD No. of shares in LSD

% of interest on the basis of total issued share capital

of LSD as at the date hereof

Lau Shu Yan, Julius 1,200,000 0.03%

Wu Shiu Kee, Keith 200,000 0.01%

Chiu Wai 195,500 0.01%

Name of director of eSun No. of shares in LSD

% of interest on the basis of total issued share capital

of LSD as at the date hereof

Liu Ngai Wing 800 0.00002%

Save as detailed above, shareholders of LSD in this category are not connected persons (as defined in the Listing Rules) of the
directors, chief executive or substantial shareholders of LSD, eSun or any of their respective subsidiaries or associates and are
independent third parties of such persons.

To the best knowledge and belief of the directors of LSD, as at the date of this announcement, members of the public hold
approximately 31.27% of the issued share capital of LSD.

2. These shareholders include directors of eSun and LSD who are not members of the Lim Family but who also hold shares in eSun as
follows:

Name of director of eSun No. of shares in eSun

% of interest on the basis of total issued share capital

of eSun as at the date hereof

Lien Jown Jing, Vincent 931,800 0.14%

Lee Po On 5,195,934 0.77%

Liu Ngai Wing 3,321,215 0.49%

Save as detailed above, shareholders of eSun in this category are not connected persons (as defined in the Listing Rules) of the
directors, chief executive or substantial shareholders of LSD, eSun or their respective subsidiaries or associates and are independent
third parties of such persons.

To the best knowledge and belief of the directors of eSun, as at the date of this announcement, members of the public hold
approximately 56.06% of the issued share capital of eSun.
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3. Details provided in the chart above indicating the shareholding structure of LSD and eSun after the Settlement do not take account of
the effect of the exercise in full by the Bondholders of their rights to put the First Tranche Shares and the Second Tranche Shares to
Mr. Peter Lam. Upon the exercise in full of such rights, the shareholding interest of the Lim Family will increase to 31.44%,
comprising of 28.57% shareholding interest in LSD held by the Bondholders (excluding the Chen Family) and 1.24% shareholding
interest in LSD held by the Chen Family as part of the Bonds Settlement Shares whilst the Bondholders’ (excluding the Chen Family)
interests will be reduced to nil and the Chen Family’s will be reduced to 6.13%.

4. Figure based on the Bonds position which LSD believes the Chen Family to have and may be subject to change.

An application will be made by LSD to the Stock Exchange for the listing of and permission to deal in the eSun Settlement
Shares and the Bondholder Settlement Shares.

BUSINESSES POST SETTLEMENT

(A) LSD

LSD is a holding company with interests in subsidiaries and associates whose business interests include property
developments, property investments, hotels, media and entertainment and strategic investment. After Completion (and
notwithstanding the potential disposal of the Three Planned Sale Interests to the Bondholders) LSD and its
subsidiaries will continue to have interests in a wide portfolio of assets including the Ritz Carlton, Hong Kong which
forms the underlying asset of the Ritz Carlton Security; Causeway Bay Plaza II; Cheung Sha Wan Plaza; Lai Sun
Commercial Centre; 1 Connaught Road Central and LSD’s indirect 42.54% interest in eSun.

The audited consolidated net asset value of the LSD Group as at 31st July, 2002 is HK$766 million. The audited
consolidated loss before taxation and extraordinary items and the audited consolidated loss after taxation and
extraordinary items of the LSD Group for the year ended 31st July, 2002 are approximately HK$1,881 million and
HK$1,917 million, respectively.

The audited consolidated deficiency in assets of the LSD Group as at 31st July, 2003 is HK$374 million. The audited
consolidated loss before taxation and extraordinary items and the audited consolidated loss after taxation and
extraordinary items of the LSD Group for the year ended 31st July, 2003 are approximately HK$404 million and
HK$433 million, respectively. As published in LSD’s interim report for the six months ended 31st January, 2004, the
unaudited consolidated deficiency in assets of LSD was approximately HK$480 million. The unaudited consolidated
loss before and after tax for the six months ended 31st January, 2004 was approximately HK$149 million and HK$156
million, respectively.

Information relating to the Ritz Carlton Security and the Three Planned Sale Interests are detailed under the sections
headed ‘‘Further details about the eSun Loan and the Ritz Carlton Security’’ and ‘‘Further particulars on the Three
Planned Sale Interests’’ respectively.

eSun will remain an associated company of LSD and continue to be equity accounted for in the consolidated accounts
of LSD post Completion. LSD will fund the cash element of the Settlement through available internal resources.



(B) eSun

eSun is a holding company with interests in subsidiaries and associates whose business interests mainly include a
100% interest in satellite television operations, entertainment and related activities. It also currently owns a 49.77%
shareholding interest in Media Asia Holdings Limited. Upon Completion, the amount due from Furama Hotel
Enterprises will be reduced to HK$225 million and eSun’s principal assets will include eSun’s indirect 40.8%
interests in LSD, a 49.77% shareholding interest in Media Asia Holdings Limited, and a 100% shareholding interest in
satellite television operations and entertainment business.

The audited consolidated net assets of eSun as at 31st December, 2002 and 2003 are approximately HK$1,822 million
and HK$1,779 million, respectively. Both amounts include the indebtedness owed by Furama Hotel Enterprises of
approximately HK$1,500 million. The audited consolidated loss before taxation and extraordinary items and loss after
taxation and extraordinary items of eSun for the year ended 31st December, 2002 are approximately HK$69 million
and HK$68 million, respectively. The audited consolidated loss before taxation and extraordinary items and loss after
taxation and extraordinary items of eSun for the year ended 31st December, 2003 are approximately HK$90 million
and HK$93 million, respectively.

LSD will become a 40.8%-owned associated company of eSun and will be equity accounted for in the consolidated
accounts of eSun post Completion. eSun will utilise the funds received under the Settlement Agreement for working
capital purposes.

REGULATORY ASPECTS OF THE SETTLEMENT

Takeovers Code aspects

(i) Rule 26 — Dispensation from making an unconditional cash offer

On Completion, eSun will own approximately 40.8% of the enlarged issued share capital of LSD. Under the
Takeovers Code, eSun and parties acting in concert with it (which would, for these purposes, include LSG and
members of the Lim Family who own Shares) would ordinarily become obliged, on Completion, to make an
unconditional cash offer to acquire all of the Shares in LSD other than those already owned by eSun and parties acting
in concert with it at an offer price of approximately HK$0.50 per Share.

However, it is a condition precedent to Completion that the Whitewash Waiver is obtained. An application will be
made by eSun to the SFC for the Whitewash Waiver which, if granted, would be subject to the approval of the LSD
Independent Shareholders who are not involved or interested in the Settlement Agreement (with LSG, members of the
Lim Family, members of the Chen Family, the directors of LSD who hold Shares, any other shareholder of LSD who
is interested or involved in the Settlement, other than being merely a shareholder of LSD, and their respective
associates abstaining from voting at the LSD EGM), such approval to be sought at the LSD EGM pursuant to a vote
conducted by way of poll. If the Whitewash Waiver is not obtained, the Settlement Agreement will be terminated and
there will be no prospect of the Settlement being completed on the terms envisaged and set out in this announcement.

Neither eSun nor any persons acting in concert with eSun (as the term is defined in the Takeovers Code) has acquired
any Shares in the 6 months prior to the date of this announcement but subsequent to negotiations, discussions or the
reaching of an understanding or agreement with the directors of LSD in relation to the Settlement Agreement.

(ii) Rule 25 — Special deal considerations

As referred to above, the Chen Family, an existing shareholder of LSD, by virtue of their rights to (i) receive cash and
Bondholder Settlement Shares from LSD pursuant to the Bonds Settlement and (ii) put their entitlement of First
Tranche Shares and Second Tranche Shares to Mr. Peter Lam and (iii) by virtue of the security afforded to them by
LSD in respect of their portion of the Residual Indebtedness and the Contingent Indebtedness (including the Ritz
Carlton Security), is considered to be receiving a special deal for the purposes of the Takeovers Code. It is a condition
precedent to Completion that SFC approval to the Chen Family Special Deal is obtained, in which regard approval to
the same will be sought from the LSD Independent Shareholders pursuant to a vote conducted by poll with members
of the Chen Family abstaining from voting thereon.

Listing Rules aspects

(A) LSD

From LSD’s perspective, the Settlement involves:

(i) the Bonds Settlement which is deemed, in its entirety, to be a connected transaction for LSD (by virtue of the
rights to put the Bondholder Settlement Shares to Mr. Peter Lam) pursuant to Rule 14A.11(4)(a) of the
Listing Rules;

(ii) an increase in authorised share capital and the allotment and issue of Shares to Golden Pool (or its nominee)
and the Bondholders, being matters requiring the approval of the LSD Independent Shareholders at the LSD
EGM pursuant to Rule 13.36(1)(a) of the Listing Rules;

(iii) a potential disposal of the Three Planned Sale Interests to the Bondholders in settlement of a residual liability
to pay what would otherwise have been 70% of the net proceeds arising out of a realisation of those interests,
in which regard, LSD will be treated as having entered into a major transaction under Rule 14.06(3) of the
Listing Rules, based upon the aggregate value of the Three Planned Sale Interests and the assumption that the
consideration which LSD will be deemed to have received from the transfer would be the settlement of any
residual obligation to pay to the Bondholders any share of surplus proceeds from realisation of the Three
Planned Sale Interests. Pursuant to Rule 14.33 of the Listing Rules, such potential major transaction will
require the approval of LSD’s shareholders at the LSD EGM;

(iv) creating new security, in the form of the first charge over LSD’s 100% shareholding interest in Surearn and
the assignment of all shareholders’ loans owed by Surearn to the LSD Group on a pari passu basis (but in the
case of the Bondholders, up to a maximum potential recovery of HK$120 million when aggregated with any
sums recovered under the second charge over the shares of Diamond String as detailed in the section of this
announcement headed ‘‘Further details about the eSun Loan and the Ritz Carlton Security’’) and a guarantee
of the obligations of Furama Hotel Enterprises under the eSun Loan in favour of Golden Pool. Although eSun
is not, as at the date hereof, a connected person of LSD, it will become a controlling shareholder of LSD
upon Completion. To the extent that such security represents transactions which will continue to subsist after
Completion, such new security will therefore constitute a connected transaction for LSD under Rules
14A.13(3) and 14A.13(4) of the Listing Rules which will require the approval of LSD’s shareholders at the
LSD EGM; and

(v) the contingent prospect of being required to redeem the HK$70 million of Contingent Indebtedness due to the
Bondholders on 31st December, 2005, in circumstances only where Mr. Peter Lam fails to complete the
purchase of the Second Tranche Shares put to him by the Bondholders. This element of the transaction
represents, for the purposes of the Listing Rules, a form of potential financial assistance by LSD to Mr. Peter
Lam, as a connected person of LSD. Accordingly, this element constitutes a potential connected transaction
under Rule 14A.13(2) of the Listing Rules which will require the approval of LSD’s shareholders at the LSD
EGM.

Given that various elements of the overall Settlement require the approval of the LSD shareholders, it is intended that
all resolutions relating to the Settlement to be proposed at the LSD EGM will be voted on, by way of poll, only by the
LSD Independent Shareholders (with LSG, members of the Lim Family, members of the Chen Family, the directors of
LSD who hold Shares, any other shareholder of LSD who is interested or involved in the Settlement, other than being
merely a shareholder of LSD, and their respective associates abstaining from participation in such vote). To the best
of the directors of each of LSD and eSun’s information, knowledge and belief, the Bondholders (other than members
of the Chen Family) are not connected persons (as defined in the Listing Rules) of the directors, chief executive or
substantial shareholders of either of LSD or eSun or any of their respective subsidiaries or associates.

(B) eSun

From eSun’s perspective, the Settlement involves:

(i) the acquisition of an interest of approximately 40.8% in LSD; and

(ii) the extension of the eSun loan,

in both instances, in consideration of the cancellation of part of the indebtedness owed by Furama Hotel Enterprises
and guaranteed by LSD to Golden Pool, representing a very substantial acquisition under Rule 14.06(5) of the Listing
Rules and a connected transaction for eSun on the basis that LSD is a substantial shareholder of eSun under Rule
14A.13(1)(a) of the Listing Rules and approval of the eSun Independent Shareholders will be sought at the eSun
SGM, in which regard LSD and its associates will abstain from voting at such SGM.

GENERAL

Respective views of the Boards

The terms of the Settlement have been negotiated extensively between LSD, eSun and the Informal Committee of the
Bondholders and represent the fairest and most reasonable settlement outcome that the respective boards of directors of LSD
and eSun believe can be achieved. As such, the directors of LSD (including, but subject to the advice of the Independent
Financial Adviser of LSD, the Independent Board Committee of LSD) believe that the terms of the Settlement Agreement to
eSun and the proposed terms of the Bonds Settlement are fair and reasonable and in the interests of the shareholders of LSD as
a whole. Moreover, the directors of eSun (including, but subject to the advice of the Independent Financial Adviser of eSun,
the Independent Board Committee of eSun) believe that the terms of the Settlement Agreement are fair and reasonable and in
the interests of the shareholders of eSun as a whole.

Appointment of Independent Financial Advisers

Each of LSD and eSun will be appointing their respective Independent Financial Advisers pursuant to Rules 14A.21 and
14A.22 of the Listing Rules, and in the case of LSD pursuant to the relevant provisions of the Takeovers Code, for the
purposes of advising their respective Independent Board Committees and the LSD Independent Shareholders or the eSun
Independent Shareholders (as the case may be) in relation to the Settlement. Announcement(s) will be issued by LSD and eSun
as soon as practicable after such appointments. Meetings of the Independent Board Committees will be held to consider the
principal factors and reasons considered and the advice given by the Independent Financial Advisers as set out in letter form,
copies of which will be contained in the Circulars. Details of the conclusions of the Independent Board Committees in respect
of the Settlement will be disclosed (as appropriate) in the Circulars to be published and despatched to the respective
shareholders of LSD and eSun as soon as practicable after this announcement.

Convening of General Meetings

LSD will be convening the LSD EGM and eSun will be convening the eSun SGM for the purposes of considering, and if
thought fit passing, respective resolutions relating to the Settlement (as applicable to each of them). Notices of the LSD EGM
and the eSun SGM will be included in the respective circulars of LSD and eSun referred to above.

Resumption applications

The shares of LSD and eSun were, at the respective requests of each, suspended from trading on 28th June, 2004. Each has
requested that trading in their respective shares be resumed on 5th July, 2004.

Shareholders of each of LSD and eSun should note that the Bonds Settlement has yet to be formally approved by the
Bondholders, and may ultimately not materialise. Accordingly, the conditions to Completion may not be fulfilled and
the Settlement might not proceed as envisaged by LSD and eSun herein. Shareholders and other investors of LSD and
eSun are therefore advised to exercise caution when dealing in the shares of either company.

DEFINITIONS

‘‘Bonds Security’’ the package of security to be afforded to the Bondholders as part of the Bonds Settlement as
set out under the heading ‘‘Further details about the Bonds Security’’;

‘‘Bonds Settlement’’ Settlement of the outstanding indebtedness due to the Bondholders on the principal terms set
out in this Announcement;

‘‘Bondholders’’ the Exchangeable Bondholders and the Convertible Bondholders;

‘‘Bondholder Settlement
Shares’’

the approximately 3,800 million new Shares to be allotted and issued by LSD to the
Bondholders as part of the Bonds Settlement;

‘‘Bonds’’ the Exchangeable Bonds and the Convertible Bonds;

‘‘Circulars’’ the circulars of each of LSD and eSun containing details concerning the Settlement;

‘‘Completion’’ completion of the Settlement Agreement and completion of the Bonds Settlement, which are
expected to occur simultaneously and no later than 1st November, 2004;

‘‘Convertible Bondholders’’ holders of the Convertible Bonds;

‘‘Convertible Bonds’’ the US$150 million four per cent. convertible guaranteed bonds originally due 2002 issued
by Lai Sun International Finance (1997) Limited (a wholly-owned subsidiary of LSD) and
guaranteed by LSD, as constituted by the trust deed dated 4th August, 1997 as amended from
time to time;

‘‘Diamond String’’ Diamond String Limited, a company incorporated in Hong Kong and a 65% indirectly
owned subsidiary of LSD with the remaining 35% held by third parties independent of LSD
and eSun and their respective connected persons;

‘‘eSun’’ eSun Holdings Limited, a company incorporated in Bermuda, the shares of which are listed
on the Stock Exchange and a company in which LSD has an indirect shareholding interest of
approximately 42.54%;

‘‘eSun Group’’ eSun and its subsidiaries;

‘‘eSun Loan’’ the proposed 5 year interest-bearing term loan, at a rate of 4.5% per annum, in the principal
amount of HK$225 million owed by Furama Hotel Enterprises to Golden Pool;

‘‘eSun Settlement Shares’’ the 5,200 million new Shares to be allotted and issued by LSD to Golden Pool, or its
nominee pursuant to the terms of the Settlement Agreement;

‘‘eSun SGM’’ the special general meeting of shareholders of eSun to be convened for the purposes of
considering and approving resolution(s) relating to the Settlement Agreement;

‘‘eSun Independent
Shareholders’’

the shareholders of eSun other than LSD and its associates;

‘‘Exchangeable Bondholders’’ holders of the Exchangeable Bonds;

‘‘Exchangeable Bonds’’ the US$115 million five per cent. exchangeable guaranteed bonds originally due 2004 issued
by Lai Sun International Finance (Cayman Islands) Limited (a wholly-owned subsidiary of
LSD) and guaranteed by LSD, as constituted by the trust deed dated 28th February, 1997 as
amended from time to time;

‘‘Furama Hotel Enterprises’’ Furama Hotel Enterprises Limited, a company incorporated in Hong Kong and an indirect
wholly-owned subsidiary of LSD;

‘‘Golden Pool’’ Golden Pool Enterprise Limited, a company incorporated in Hong Kong and an indirect
wholly-owned subsidiary of eSun;

‘‘HK$’’ Hong Kong dollars;

‘‘Hong Kong’’ Hong Kong Special Administrative Region of the People’s Republic of China;

‘‘HSBC’’ The Hongkong and Shanghai Banking Corporation Limited;

‘‘Independent Board
Committees’’

the independent committees of the board of directors of each of LSD and eSun comprising
their respective independent non-executive directors and to be established for the purpose of
advising their respective Independent Shareholders in relation to the Settlement;

‘‘Independent Financial
Advisers’’

the independent financial advisers appointed to advise the respective Independent Board
Committees in relation to the Settlement;

‘‘Lim Family’’ Mr. Lim Por Yen, Madam U Po Chu (being the spouse of Mr. Lim Por Yen) and Mr. Peter
Lam (being the son of Mr. Lim Por Yen) together with their respective associates;

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock Exchange;

‘‘LSD’’ Lai Sun Development Company Limited, a company incorporated in Hong Kong, the shares
of which are listed on the Stock Exchange;

‘‘LSD EGM’’ the extraordinary general meeting of LSD to be convened for the purposes of considering
resolution(s) relating to the Settlement;

‘‘LSD Group’’ LSD and its subsidiaries;

‘‘LSD Independent
Shareholders’’

the shareholders of LSD other than LSG, members of the Lim Family, members of the Chen
Family, the directors of LSD who hold Shares, any other shareholder of LSD who is
interested or involved in the Settlement (other than being merely a shareholder of LSD) and
their respective associates;

‘‘LSG’’ Lai Sun Garment (International) Limited, a company incorporated in Hong Kong, the shares
of which are listed on the Stock Exchange;

‘‘Mr. Peter Lam’’ Mr. Lam Kin Ngok, Peter, a member of the Lim Family;

‘‘Nice Cheer’’ Nice Cheer Investment Limited, a company indirectly controlled by Mr. Chen Din Hwa as to
a 100% of its share capital, and a substantial shareholder of LSD as to 20.86% of the total
issued share capital of LSD as at the date of this announcement;

‘‘Ritz Carlton Security’’ the package of security to be afforded to Golden Pool, and shared in part with the
Bondholders as set out under the heading ‘‘Further details about the eSun Loan and the Ritz
Carlton Security’’;

‘‘Settlement’’ the Bonds Settlement and completion of the Settlement Agreement;

‘‘Settlement Agreement’’ the agreement dated 28th June, 2004 between LSD, eSun, Furama Hotel Enterprises and
Golden Pool relating to the settlement of the outstanding principal indebtedness of
approximately HK$1,500 million owed by Furama Hotel Enterprises, and guaranteed by
LSD, to Golden Pool;

‘‘SFC’’ The Securities and Futures Commission of Hong Kong;

‘‘Shares’’ ordinary shares of HK$0.50 each in the capital of LSD;

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited;

‘‘Surearn’’ Surearn Profits Limited, a company incorporated in the British Virgin Islands and an indirect
wholly-owned subsidiary of LSD;

‘‘Takeovers Code’’ the Hong Kong Code on Takeovers and Mergers;

‘‘Three Planned Sale Interests’’ the Waterfront Security Interest, the Caravelle Security Interest and the Danang Security
Interest collectively; and

‘‘Whitewash Waiver’’ the waiver by the executive director of the Corporate Finance Division of the SFC of the
obligations of eSun to make a mandatory offer to acquire the entire issued share capital of
LSD not otherwise owned by eSun and parties acting in concert with it upon completion of
the Settlement Agreement pursuant to the provisions of Rule 26 of the Takeovers Code, such
waiver to be unconditional or subject to such conditions as are customary or which are
reasonably acceptable to eSun including the approval of the LSD Independent Shareholders
pursuant to a vote conducted by way of poll having been obtained at the LSD EGM and full
compliance with the provisions of the Takeovers Code.

By Order of the Board
Lai Sun Development Company Limited

Yeung Kam Hoi
Company Secretary

By Order of the Board
eSun Holdings Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 2nd July, 2004

The executive directors of LSD are Mr. Lim Por Yen, Mr. Lam Kin Ngok, Peter, Mr. Lau Shu Yan, Julius and Mr. Wu Shiu Kee, Keith, the non-
executive directors are Mr. Lam Kin Ming, Madam U Po Chu, Mr. Chiu Wai and Mr. Shiu Kai Wah and the independent non-executive
directors are Mr. David Tang and Mr. Lam King Kwan.

The executive directors of eSun are Mr. Lien Jown Jing, Vincent, Mr. Lee Po On, Mr. Lam Kin Ngok, Peter and Mr. Liu Ngai Wing, the non-
executive directors are Mr. Lam Kin Ming, Madam Tam Wai Chu, Maria, Madam U Po Chu, Mr. Shiu Kai Wah and Mr. Chiu Wai and the
independent non-executive directors are Mr. Alfred Donald Yap and Mr. Low Chee Keong.

All the directors of LSD jointly and severally accept full responsibility for the accuracy of the information, other than that relating to eSun and
its subsidiaries, contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge there
are no other facts, other than those relating to eSun and its subsidiaries, not contained in this announcement, the omission of which would
make any statement in this announcement misleading.

All the directors of eSun jointly and severally accept full responsibility for the accuracy of the information, other than that relating to LSD and
its subsidiaries contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge there
are no other facts, other than those relating to LSD and its subsidiaries, not contained in this announcement, the omission of which would make
any such statement in this announcement misleading.


