
 
 

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. 
 
 

 
 

 

eSun Holdings Limited 
(Incorporated in Bermuda with limited liability) 

(Stock Code: 571) 

 

(Stock Code: 488) 
 
 

Discloseable Transaction, Major Transaction and  
Continuing Connected Transactions for eSun -  

Sale of an interest in and joint venture in respect of  
the retail component of Macao Studio City  
and on-going management arrangements;  

Resumption of trading for eSun; and  
Voluntary disclosure for LSD 

 
 
Reference is made to the joint announcement of eSun and LSD dated 9 January 2007 in which 
it was disclosed that Cyber One had entered into a non-binding memorandum of 
understanding with Taubman Asia Management Limited in relation to developing the retail 
component of Cyber One’s ‘Macao Studio City’ project.  
 
Cyber One is, for the purposes of the Listing Rules, an indirect non-wholly owned subsidiary 
of eSun. It is accounted for as a jointly controlled company in the accounts of the eSun 
Group, with the eSun Group owning a 60% interest in Cyber One.  Cyber One’s subsidiary, 
Macau Co, owns a leasehold interest in the Cotai Site, on which it is proposed, subject to the 
Macau government’s approval, that the Project will be developed.  It is anticipated that Phase 
I would include the Phase I Retail Component, comprising retail space of approximately 
904,000 square feet of gross floor area or 615,000 square feet of gross leaseable area.  
 
On 29 January 2008, members of the Cyber One Group entered into certain agreements in 
respect of a joint venture to be established for the purposes of owning, developing and 
operating the Phase I Retail Component and to document a right of first offer in respect of the 
retail component of Phase II. The various agreements comprise the Equity Participation 
Agreement, the Joint Venture Agreement, the Agreement for Lease, the Development 
Services Agreement and the Management and Leasing Agreement, each as described below.   

 

 
Under these Transaction Agreements, Cyber One has sold to Taubman a 25% participating 
interest in the Phase I Retail Component for an up-front cash consideration of approximately 
HK$376.80 million and the re-imbursement of 25% of the development costs incurred to date. 
Cyber One stands to receive additional consideration for the interest, depending upon the 
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performance, over time, of the Phase I Retail Component. The Sale Transaction constitutes a 
discloseable transaction for eSun under Chapter 14 of the Listing Rules.  
 
Cyber One, which retains a 75% interest in the Phase I Retail Component, will develop the 
Phase I Retail Component in a joint venture with Taubman.  Cyber One and Taubman intend 
for the development of the Phase I Retail Component to be financed by way of debt without 
recourse to the shareholders. However, under the Joint Venture Agreement, the parties have 
agreed, as necessary, to fund any shortfall in the development costs, on a pro-rata basis, up to 
an agreed aggregate budget threshold of US$457 million.  Given that Cyber One is obliged to 
contribute its pro-rata maximum share of the funding under the Joint Venture Agreement, this 
commitment would constitute a major transaction for eSun under Chapter 14 of the Listing 
Rules.  
 
Notwithstanding that Taubman will, prior to completion of the Sale Transaction, be 
independent of eSun and the connected persons of eSun, by virtue of the fact that Taubman 
becomes a substantial shareholder of Retail Holding Company (through which the parties 
propose to conduct the joint venture) and that Retail Holding Company is treated as an 
indirect non-wholly owned subsidiary of eSun, Taubman becomes a connected person of 
eSun.  
 
As part of the overall arrangements applicable to the Phase I Retail Component, the Taubman 
Group will provide on-going services to the Retail Holding Group in the form of design and 
development advice pursuant to the Development Services Agreement, and management and 
leasing services pursuant to the Management and Leasing Agreement.  Each of these 
agreements constitutes a continuing connected transaction for eSun under Chapter 14A of the 
Listing Rules.  
 
On the basis that Cyber One’s prospective capital commitment under the Joint Venture 
Agreement may constitute a major transaction for eSun and that annual payments by the 
Retail Holding Group to the Taubman Group may exceed the threshold exempting continuing 
connected transactions from the independent shareholders’ approval requirements of the 
Listing Rules, the effectiveness of each of the Transaction Agreements has been made 
conditional upon eSun obtaining relevant shareholder approvals required for the purposes of 
the Transaction Agreements. So far as the eSun Directors are aware, no shareholder of eSun 
has any material interest in any of the Transaction Agreements.  Accordingly, it is anticipated 
that no shareholder of eSun will be required to abstain from voting on any of the resolutions 
put to eSun Shareholders in respect of the matters referred to in this announcement.  
 
A circular to the eSun Shareholders concerning the matters referred to in this announcement 
will be despatched as soon as practicable. It will contain, inter alia, notice of a special general 
meeting of eSun to approve the Joint Venture Agreement (and Cyber One’s potential capital 
commitment pursuant thereto) and the Development Services Agreement and Management 
and Leasing Agreement.  It will also contain an independent property valuation of the Phase I 
Retail Component and the advice of eSun’s independent financial adviser on the Development 
Services Agreement and Management and Leasing Agreement on the basis that they 
constitute continuing connected transactions for eSun. 
 
LSD, a substantial shareholder of eSun, has an interest in eSun equal to approximately 
34.52% as at the date of this announcement.  Other than LSD’s interest as a substantial 
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shareholder of eSun, it has no interest in the Transaction Agreements and has joined in on the 
making of this announcement to provide voluntary disclosure to its shareholders.  
 
The shares of eSun were, at eSun’s request, suspended from trading on the Stock Exchange 
with effect from 9:30 a.m. on 30 January 2008. eSun has made an application to the Stock 
Exchange for resumption of trading with effect from 9:30 a.m. on 1 February 2008.  
 
Background  
 
Reference is made to the joint announcement of eSun and LSD dated 9 January 2007 in which 
it was disclosed that Cyber One had entered into a non-binding memorandum of 
understanding with Taubman Asia Management Limited in relation to developing the retail 
component of Cyber One’s ‘Macao Studio City’ project.  
 
Cyber One is, for the purposes of the Listing Rules, an indirect non-wholly owned subsidiary 
of eSun. It is accounted for as a jointly controlled company in the accounts of the eSun 
Group, with the eSun Group owning a 60% interest in Cyber One.  Cyber One’s subsidiary, 
Macau Co, owns a leasehold interest in the Cotai Site, on which it is proposed, subject to the 
Macau government’s approval, that the Project will be developed.  It is anticipated that Phase 
I would include the Phase I Retail Component, comprising retail space of approximately 
904,000 square feet of gross floor area or 615,000 square feet of gross leaseable area.  
 
On 29 January 2008, members of the Cyber One Group entered into certain agreements in 
respect of a joint venture to be established for the purposes of owning, developing and 
operating the Phase I Retail Component and to document a right of first offer in respect of the 
retail component of Phase II. The various agreements comprise the Equity Participation 
Agreement, the Joint Venture Agreement, the Agreement for Lease, the Development 
Services Agreement and the Management and Leasing Agreement, each as described below.  
 
The Cotai Site (and the Phase I Retail Component) remains at the planning stage, with 
construction anticipated to commence in 2008. 
 
 

 - 3 – 
 



 
 

 
Simplified structure diagram  
 
In simplified diagrammatic form, parties relevant to the joint venture arrangements are as 
follows:- 
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The Equity Participation Agreement dated 29 January 2008 
 
Parties  
 
(i) Cyber One; and  
 
(ii) Taubman Sub  
 
To the best of the knowledge, information and belief of the eSun Directors, as at the date of 
the signing of the Equity Participation Agreement (and at all times prior thereto): (i) 
Taubman, and the ultimate beneficial owners of Taubman, were third parties independent of 
eSun and the connected persons of eSun; (ii) Taubman owned no shares in eSun; and (iii) 
Taubman had no relationship with eSun or the directors, chief executive or any substantial 
shareholders of eSun other than by virtue of the Transaction Agreements.  
 
Sale and Purchase  
 
Cyber One has agreed to sell and Taubman Sub has agreed to acquire a 25% interest in the 
Phase I Retail Component for an initial cash consideration of approximately HK$376.80 
million. The consideration has been determined as the estimated value of 25% of the gross 
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floor area of the Phase I Retail Component, determined at HK$1,667 per square foot (subject 
to adjustment on finalisation of the exact gross floor area, on certification of completion of the 
building of the Phase I Retail Component).  In addition, Taubman Sub will reimburse Cyber 
One an amount equal to US$6 million (approximately HK$46.8 million) on account of 25% 
of the development costs incurred to date in respect of the Phase I Retail Component.  Both 
amounts (i.e. the consideration and the costs reimbursement) will be paid to Cyber One on 
fulfilment of the escrow conditions described below.  
 
The figure of HK$1,667 per square foot was arrived at after arm’s length negotiations 
between Cyber One and Taubman.  Cyber One took into consideration an independent 
valuation of the Cotai Site, of HK$900 per square foot obtained in 2006, in the context of 
New Cotai Holdings and CapitaLand acquiring their respective interests in Cyber One. 
Moreover, an independent valuation of the Cotai Site commissioned by eSun in April 2007 
attribute to it a market value of HK$1,200 per square foot.  However, it should be further 
noted that such previous valuations were not relevant specifically to the retail component of 
the Macao Studio City project nor were they prepared for the purposes of the Sale 
Transaction.  
 
The agreement includes provisions which ultimately enable Cyber One to receive from 
Taubman Sub a total consideration equal to the proportional fair market value of the Phase I 
Retail Component as at the fifth anniversary of the Grand Opening Date. This is achieved by 
a two-staged, lock-step mechanism whereby Taubman Sub is required to pay incremental 
cash consideration based upon the increase of market value over the original $1,667 per 
square foot. Such increase in market value is determined by reference to the stabilized net 
operating income of the Phase I Retail Component measured as at both the second and fifth 
anniversaries of the Grand Opening Date, and capitalized at a discount rate of 10%. The 
stabilized net operating income of the Phase I Retail Component is (i) at the second 
anniversary of the Grand Opening Date, the net operating income for the 12-month period 
preceding the second anniversary of the Grand Opening Date; and (ii) at the fifth anniversary 
of the Grand Opening Date, the net operating income for the 12-month period preceding the 
fifth anniversary of the Grand Opening Date. The additional consideration is structured on a 
lock-step basis, so that if the stabilized net operating income of the Phase I Retail Component 
in a later year is lower than that of an earlier year, there will be no refund of any consideration 
previously paid by Taubman Sub. Therefore, the $1,667 per square foot is a floor price for 
measuring the consideration payable by Taubman Sub. 
 
Cyber One and Taubman, through their respective wholly-owned subsidiaries will hold 75% 
and 25%, respectively, of the shares in the Retail Holding Company, through which the Phase 
I Retail Component will be operated in accordance with the Joint Venture Agreement 
described below.  The Retail Holding Company will, therefore, remain a subsidiary of Cyber 
One (and for the purposes of the Listing Rules, a subsidiary of eSun) on completion of the 
Sale Transaction.  
 
It is intended that Macau Sub, a subsidiary of the Retail Holding Company, will enter into the 
Phase I Retail Component Lease, as referred to in further detail below.  
 
To ensure each party enjoys its allocable share of profits in the Phase I Retail Component, the 
Equity Participation Agreement documents Taubman Sub’s right to receive 25% of the 
economic benefit derived indirectly by Cyber One in respect of the Phase I Retail Component 
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other than via Cyber One’s interest in Retail Holding Company and/or as would be derived by 
Cyber One on expiration or sooner termination of the Phase I Retail Component Lease.  
 
This structure has been devised on the basis that, prior to completion of construction of the 
Macau Studio City, it will not be feasible for Macau Co to transfer to Macau Sub the land 
comprised within the Phase I Retail Component Lease.  
 
The purchase price for Taubman Sub’s 25% participation interest in the Phase I Retail 
Component and the US$6 million reimbursement sum referred to above have been paid into 
an escrow account, to be released to Cyber One upon the occurrence of the last of the 
following:- 
 
(i) approval by all relevant Macau governmental authorities of the “building plan” for the 

development of the Project;  
 
(ii) Macau Co entering into an agreement for the operation of at least one hotel to be 

located on the Cotai Site with a hotel operator of international repute and standing;  
 
(iii) Macau Co entering into an agreement for the operation of a casino to be located on the 

Cotai Site with a service provider permitted to conduct such operation under 
applicable laws;  

 
(iv) Macau Co and the applicable lenders of the loan documents entering into all relevant 

documentation to secure construction financing for the Project, including for the Phase 
I Retail Component; and  

 
(v) all approvals from the shareholders of eSun required pursuant to the Listing Rules for 

the consummation of the transactions referred to in this announcement.  
 
Financial effects to eSun in respect of the Sale Transaction  
 
The gain on disposal of the 25% interest in the Phase I Retail Component before expenses 
after minority interests expected to accrue to eSun’s consolidated accounts is estimated to be 
HK$126 million.  The gain is equal to the consideration of approximately HK$424 million, 
less the estimated cost of disposal including the share of land cost, land premium and 
development costs incurred but not reimbursed by Taubman as attributable to the area of the 
Phase I Retail Component times eSun’s effective interest of 40%.  Since eSun owns 
approximately 36.72% equity interest in LSD (which in turn owns approximately 34.52% 
equity interest in eSun), an additional share of profit arising from this cross-holding effect of 
approximately HK$18 million is expected to accrue to eSun’s consolidated accounts upon 
completion of the transaction.  The total estimated gain expected to accrue to eSun’s 
consolidated accounts upon closing as a result of the disposal of the 25% interest in the Phase 
I Retail Component before expenses after minority interests, after taking into account the 
cross-holding effect, is approximately HK$144 million.  The calculation of gain is subject to 
the review by the auditors of eSun.  The amount of gain on disposal of the 25% interest in the 
Phase I Retail Component will need to be recalculated based on the actual deemed book value 
of the Phase I Retail Component as at the date of closing and is expected to be different from 
the amount disclosed above.  The gain on disposal of the 25% interest in the Phase I Retail 
Component will further be increased proportionately should additional consideration be 
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received in the event that the fair market value of the Phase I Retail Component is over 
HK$1,667 per square foot. 
 
Financial effects to LSD in respect of the Sale Transaction  
 
Since LSD owns an approximate 34.52% equity interest in eSun, which in turn owns an 
approximate 36.72% equity interest in LSD, an estimated gain of approximately HK$50 
million would be recognized in the consolidated income statement of LSD in respect of 
eSun’s disposal of the 25% interest in the Phase I Retail Component. Such amount will need 
to be recalculated based on the actual gain on disposal to accrue to eSun’s consolidated 
accounts, and is expected to be difference from the amount disclosed above. 
 
Right of First Offer  
 
In relation to the retail portion of Phase II, if Cyber One intends to sell a beneficial interest to 
or secure an investment from a third party to develop the same, it is required to notify 
Taubman Sub of the material economic terms of any such development plans and to give 
Taubman Sub the option of electing to participate in such development on such terms subject 
to Cyber One and its affiliates obtaining all necessary regulatory consents and approvals to 
effect the participation.  If Taubman Sub chooses not to exercise the option, Cyber One may 
proceed to develop the retail portion of Phase II with any independent third party not 
affiliated with Cyber One at an overall consideration equal to or greater than 95% of the 
overall consideration as previously notified to Taubman Sub.  
 
Listing Rule Implications  
 
One or more of the relevant percentages ratios (as defined in the Listing Rules) in relation to 
the Equity Participation Agreement exceeds 5% but is less than 25%, therefore completion of 
the Equity Participation Agreement constitutes a discloseable transaction for eSun.   
 
The Joint Venture Agreement dated 29 January 2008  
 
Parties  
 
(i) Cyber One Sub;  
 
(ii) Taubman Sub;  
 
(iii) Cyber One; and  
 
(iv)  Taubman  
 
Retail Joint Venture  
 
Cyber One Sub and Taubman Sub have formed the Retail Holding Company, owned as to 
75% by Cyber One Sub and 25% by Taubman Sub.  

 

 
The Retail Holding Company has a wholly-owned subsidiary, Macau Sub, which it is 
proposed will, on substantial completion of construction of the Phase I Retail Component, 
enter into the Phase I Retail Component Lease as referred to in further detail below.  The 
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initial capital contributions of each of Cyber One Sub and Taubman Sub to the Retail Holding 
Company will be de-minimis (at US$750 and US$250 respectively).  Aside from the Retail 
Holding Company’s interest in Macau Sub, it has no other operations and assets.  
 
The book value of the Retail Holding Company upon completion of the Sale Transaction is 
nominal. Retail Holding Company has been recently established for the purposes of the joint 
venture with Taubman and has no profit (loss) track record.  

Financing  

It is intended that construction and development of the Project, including the Phase I Retail 
Component, will be financed by way of debt to be raised by Macau Co, in the form of 
syndicate bank loans and/or through the issue of notes or other debt instruments.  To this end, 
members, including Cyber One Sub and Taubman Sub, may pledge their interests in the 
Retail Holding Company and the Retail Holding Company may pledge its interest in Macau 
Sub to secure such debt allocated to the Phase I Retail Component.   

Notwithstanding the intentions of the parties to fund the Phase I Retail Component by means 
of non-recourse debt, under the Joint Venture Agreement, the parties have agreed, as 
necessary, to fund any shortfall in the development costs on a pro-rata basis, up to an agreed 
maximum aggregate budget threshold of US$457 million.  The budget has been prepared with 
the assistance of independent third party professionals, including architects, interior designers, 
general contractors, quantity surveyors and procurement firms. Cyber One’s maximum pro-
rata contribution, if required to be made, would be approximately US$343 million (HK$2,673 
million).  

Depending upon the extent to which project finance can be raised from banks or third parties, 
it is not certain that Cyber One will be called upon to fund, or provide other financial 
assistance, to the full extent of US$343 million.  However, this forms Cyber One’s 
commitment in respect of the Phase I Retail Component on the basis that, although legal 
ownership of the premises for the Phase I Retail Component remains with Macau Co (as 
explained below), the venture is being structured on the basis that the economic interest in the 
Phase I Retail Component is vested in the Retail Holding Company. Accordingly, the rights 
and benefits of the business accrue to the Retail Holding Company but it is also responsible 
for the costs of developing the Phase I Retail Component. 

Management and control  

The day to day management of the Retail Holding Group will be vested in Cyber One Sub in 
its capacity as the “administrative member” of the Retail Holding Company. Matters of more 
importance, as provided for in the Joint Venture Agreement, are required to be approved by a 
majority of the “executive committee” of the Retail Holding Company. These matters include 
budget and development plans and matters relating to financing of the Phase I Retail 
Component. Cyber One Sub has the right to appoint a majority of the members of this 
executive committee.  In addition, there is an agreed list of reserved matters that would 
require the prior written approval of all members, including Taubman Sub.  These matters 
include changing the principal business of the Retail Holding Group, effecting a voluntary 
winding up, or similar procedure, of any member of the Retail Holding Group and effecting 
any sale of the Phase I Retail Component other than a sale of the same in its entirety to a bona 
fide third party purchaser in an arm’s length transaction.  
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Transfers of interests in the Retail Holding Company  

If, at any time, Taubman Sub wishes to sell all or any part of its interest in the Retail Holding 
Company to an independent third party, it is obliged to offer the same, first, to Cyber One 
Sub, which has the option to purchase the interest on the same terms as those proposed with 
the third party.   

Cyber One Sub has 30 days to exercise the option subject to Cyber One and its affiliates 
obtaining all necessary regulatory consents and approvals to effect the purchase and a further 
30 days thereafter or such additional reasonable time as would allow the Cyber One Sub and 
its affiliates to endeavour to obtain all such consents and approvals to close such transaction.  
If Cyber One chooses not to exercise the option, Taubman Sub may proceed to sell its interest 
to an independent third party at an overall consideration equal to or greater than the overall 
consideration offered to Cyber One. 

If, within 30 months of the date of the Joint Venture Agreement, Cyber One Sub wishes to 
sell all or any part of its interest in the Retail Holding Company to an independent third party, 
it is obliged to offer the same first to Taubman Sub, which has the option to purchase the 
interest on the same terms as offered by an independent third party subject to the Cyber One 
member and its affiliates obtaining all necessary regulatory consents and approvals to sell the 
same.  Taubman Sub has 30 days to exercise the option and a further 30 days thereafter (or 
such additional reasonable time as would allow the Cyber One Sub and its affiliate to 
endeavour to obtain all such consents and approvals) to close such transaction.  
 
Listing Rules Implications  
 
Were Cyber One called upon to contribute its maximum pro-rata share towards the funding of 
the Phase I Retail Component, this would constitute a major transaction for eSun under 
Chapter 14 of the Listing Rules.  
 
On this basis, the approval of eSun Shareholders will be sought in relation to Cyber One’s 
funding commitments under the Joint Venture Agreement, the effectiveness of which has 
been made conditional upon eSun Shareholders granting all relevant shareholder approvals 
required for the purposes of the Transaction Agreements.  
 
The Agreement for Lease dated 29 January 2008 
 
Parties  
 
(i) Macau Co; and  
 
(ii) Macau Sub  
 
Content  
 
Macau Co has agreed to grant to Macau Sub and Macau Sub has agreed to take up a lease of 
premises for the Phase I Retail Component and certain common area for an initial term of 14 
years from the date of a notice in writing from Macau Co to Macau Sub that the licence to use 
has been issued and that the premises for the Phase I Retail Component and certain common 
areas are ready for handover to Macau Sub, and otherwise on the terms of the Phase I Retail 
Component Lease.  
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During the construction of the Phase I Retail Component, no rent is payable.  The monthly 
rent payable following completion of the Phase I Retail Component will be derived by 
reference to a formula which equates to Macau Sub being attributed the liability for servicing 
the interest on the principal debt allocated to the Phase I Retail Component, such allocation to 
be determined by reference to the aggregate value of the Phase I Retail Component relative to 
the aggregate value of the Project, in each case, as determined from time to time.  
 
Macau Co and Macau Sub have agreed to execute the Phase I Retail Component Lease within 
10 days of Macau Co providing notification that the necessary licence to use has been issued 
by the relevant Macau governmental authority.  
 
The Development Services Agreement dated 29 January 2008 
 
Parties  
 
(i) Macau Sub; and  
 
(ii) Taubman Macau  
 
Content  
 
Macau Sub has appointed Taubman Macau to provide assistance with respect of the design, 
development, planning and construction of the Phase I Retail Component.  
 
Subject to the respective earlier termination rights of the parties, the Development Services 
Agreement shall expire on the later to occur of the Grand Opening Date or the ‘close-out’ of 
the construction contract for the Phase I Retail Component, and in any event, no later than 3 
years from the date of the Development Services Agreement.  
 
Macau Sub is obliged to pay Taubman Macau a development fee fixed at the amount of 
US$10,000,000 (approximately HK$78,000,000) in total. The development fee is payable by 
Macau Sub in equal monthly instalments calculated with effect from 1 February 2007 and 
ending on the month in which the Grand Opening Date is scheduled to occur, provided that 
Macau Sub may defer payment of accrued monthly instalments until the month in which the 
closing of the debt financing for construction of the Phase I Retail Component takes place. In 
addition, Macau Sub is obliged to reimburse Taubman Macau for expenses incurred.   
 
The development fee was arrived at after arm’s length negotiations between Cyber One and 
Taubman. eSun, in consultation with Cyber One, is satisfied that Taubman has been engaged 
to assist in the highly specialised task of designing and developing a high-end retail mall.  In 
particular, the role demands prior knowledge and experience which Cyber One does not, on 
its own, possess.  By reference to Cyber One’s understanding of prevailing market conditions, 
eSun is satisfied that Taubman has been appointed on terms that represent normal commercial 
terms. 
 
Annual cap in respect of the Development Services Agreement  
 
Cyber One has calculated that the aggregate amounts payable by Macau Sub to Taubman 
Macau under the Development Services Agreement in any of the three financial years of eSun 
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ending 31 December 2010 ought not to exceed US$10 million (approximately HK$78 
million) per annum (the “Annual Development Services Cap”).  The Annual Development 
Services Cap is equal to the capped fee payable under the Development Services Agreement, 
which although likely to be paid over the course of one or more financial years of eSun 
(depending upon the timing of closing the debt financing) has, nevertheless, been set as the 
annual cap in case the fee is, in practice, paid in full during the course of any one of the three 
financial years of eSun ending 31 December 2010.  
 
Listing Rule Implications 
 
Notwithstanding that Taubman will, prior to completion of the Sale Transaction, be 
independent of eSun and the connected persons of eSun, by virtue of the fact that Taubman 
becomes a substantial shareholder of Retail Holding Company (through which the parties 
propose to conduct the joint venture) and that Retail Holding Company is treated, for the 
purposes of the Listing Rules, as an indirect non-wholly owned subsidiary of eSun, Taubman 
becomes a connected person of eSun.  
 
As the Annual Development Services Cap exceeds 2.5% in one or more of the percentage 
ratios referred to in Listing Rule 14A.34, the Development Services Agreement therefore 
constitutes a continuing connected transaction for eSun.  Its effectiveness has been made 
conditional upon the approval of eSun’s shareholders in general meeting, all of whom are, so 
far as the eSun Directors are aware, independent for the purposes of approving the 
Development Services Agreement.  
 
The Management and Leasing Agreement dated 29 January 2008  
 
Parties  
 
(i) Macau Sub; and  
 
(ii) Taubman Macau  
 
Macau Sub has appointed Taubman Macau to manage, lease, operate, maintain and market 
the Phase I Retail Component and to provide other services including maintenance, repair and 
collection of use fees on behalf of Macau Sub.   
 
Subject to the respective earlier termination rights of the parties, the Management and Leasing 
Agreement shall expire on the fifteenth anniversary of the Grand Opening Date, and would be 
automatically renewed, subject to obtaining all necessary regulatory consents and approvals, 
for consecutive one year terms thereafter, unless and until one of the parties provides written 
notice to the other of its intention to terminate. 
 
Macau Sub is obliged to pay Taubman Macau management fees, performance fees, use 
commissions payable in respect of space let for use to retailers (so called ‘use commissions’), 
sponsorship services commissions and retail merchandising unit fees, each, as described 
below. 
 
The annual management fee payable will equate to 2% of gross receipts received by Macau 
Sub (or by Taubman Sub on Macau Sub’s behalf) each calendar year.  The management fee 
shall be paid by Macau Sub to Taubman Sub monthly in advance based on the projected 
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management fee for such month as set forth in the approved operating budget, subject to 
quarterly adjustments and will be deducted from the use fees and other sums collected. 
 
The annual performance fee payable will equate to 0.10% of gross receipts (excluding any net 
sponsorship revenue and retail merchandising units revenue) for every US$1,000,000 of net 
operating income that exceeds the approved operating budget in each calendar year.  The 
performance fee in any calendar year shall not exceed 1% of gross receipts.  The performance 
fee shall be paid by Macau Sub to Taubman Sub in a lump sum within 90 days following the 
end of the calendar year and will be deducted from the use fees and other sums collected. 
 
The use commission is a commission of 15% of the average annual fixed use fee for each 
term of the grant of use executed by Macau Sub and any merchant covering premises in the 
Phase I Retail Component, excluding certain grants of use procured directly by Macau Sub 
without the involvement of Taubman Sub.  The use commission shall be paid by Macau Sub 
to Taubman Sub within 30 days after execution of the grant use and will be deducted from the 
use fees collected.   
 
The sponsorship services commission payable will equate to 15% of the net sponsorship 
revenue deriving from sponsorship, marketing or promotional agreements with third parties 
relating to the Phase I Retail Component, and shall be paid by Macau Sub to Taubman Sub 
within 30 days after the date the relevant net sponsorship revenue is collected by Macau Sub.  
In addition, if a third party broker was involved in the procurement of the sponsorship 
agreement, Macau Sub is obliged to reimburse Taubman Sub for any reasonable fees and 
costs paid to the third party broker which, when aggregated with the sponsorship services 
commission, will not exceed 15% of the net sponsorship revenue.  Taubman Sub is also 
entitled to a commission equal to the commission customarily paid to a third party broker, in 
lieu of the sponsorship services commission, if it directly procures, without a broker, an 
advertising agreement to place advertising on the mall directories in the Phase I Retail 
Component. 
 
The retail merchandising unit fee payable will equate to 5% of the gross receipts collected by 
Macau Sub, or by Taubman Sub on behalf of Macau Sub, for each retail merchandising unit.  
The retail merchandising unit fee shall be paid to Taubman Sub in lieu of any commission 
otherwise payable with respect to retail merchandising units.  The retail merchandising unit 
fee shall be paid by Macau Sub to Taubman Sub monthly in advance based on the projected 
retail merchandising unit fee for such month as set out in the approved operating budget, 
subject to quarterly adjustments.  In addition, Macau Sub is obliged to reimburse Taubman 
Sub for all reasonable out of pocket expenses incurred by, and the base salaries payable to, 
on-site agents engaged for the purposes of soliciting and securing retail merchandising units 
at the Phase I Retail Component. 
 
Further, Macau Sub is obliged to reimburse Taubman Sub monthly, upon presentation of 
invoices, all costs and expenses incurred by Macau Sub in connection with the performance 
of Taubman Sub’s obligation and included in the approved operating budget, including 
payroll expenses, Macau Sub’s share of advertising and promotion funds, travel, business and 
relocation expenses of employees, fees made to third parties and other costs approved by 
Macau Sub.  The fees and commissions payable under the Management and Leasing 
Agreement were arrived at after arm’s length negotiations between Cyber One and Taubman 
(and based upon Cyber One’s assessment of prevailing market conditions).  
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Caps in respect of the Management and Leasing Agreement  
 
eSun has estimated that, in the context of the Phase I Retail Component becoming operational 
and over the course of the financial years of eSun after the Grand Opening Date during which 
the Management and Leasing Agreement is continuing, Macau Sub could be paying aggregate 
fees and commissions which would result in one or more of the percentage ratios (as defined 
in the Listing Rules) exceeding the 2.5% threshold set out in Listing Rule 14A.34.  
Ordinarily, in these circumstances, eSun would be required, under Listing Rule 14A.35(2), to 
set a maximum aggregate cap, expressed in terms of a monetary value, on the sums payable 
under the Management and Leasing Agreement.  
 
However, in this case, eSun has applied for and been granted a waiver from the requirement 
to express the cap by reference to a monetary value, on the basis that the cap will, instead, be 
set by reference to the various fixed percentage amounts payable under the Management and 
Leasing Agreement (as described above).  
 
eSun’s application for a waiver from strict compliance with Listing Rule 14.A35(2) was based 
upon the following reasons (amongst others): 
 
(i) that all parties were looking to ensure that the Management and Leasing Agreement 

could be approved on a “once-and-for-all” basis, as part of an overall package of 
documentation applicable to the Phase I Retail Component.  In particular, neither 
Taubman nor eSun’s partners in the Project, namely New Cotai and CapitaLand, were 
prepared to entertain the possibility of permitting the members of the Taubman Group 
and members of the Cyber One Group, respectively, to perform their respective 
obligations under the Transaction Agreements, as a whole, in circumstances where it 
would be permissible for eSun to compel an early termination of the Management and 
Leasing Agreement (or put the same at risk or not being “re-approved” by eSun 
Shareholders) simply on the basis that amounts payable to the Taubman Group might 
have exceeded a monetary cap fixed at the outset, notwithstanding that the terms of 
the Management and Leasing Agreement remained unchanged throughout;  

 
(ii) that the terms of the Management and Leasing Agreement were settled and agreed as 

part of the overall commercial arrangements between the Cyber One Group and the 
Taubman Group, at a time when the respective groups were entirely independent of 
each other (and the Taubman Group entirely independent of eSun); 

 
(iii) that neither eSun nor Cyber One was in position to determine reliable fixed monetary 

caps, on the basis that, amongst others, the Phase I Retail Component has yet to be 
built, let alone leased, and the Management and Leasing Agreement is over a 
sufficiently long term to make the forecasting of revenues unreliable; and 

 
(iv) that Cyber One is not accounted for as a subsidiary of eSun, as eSun does not alone 

control Cyber One.  Hence eSun cannot be treated as having control over Cyber One’s 
revenue estimation processes. 

 
The waiver from strict compliance with Listing Rule 14.A35(2) was granted on the basis of 
the following understandings  on the part of the Stock Exchange: 
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(i) that Taubman operates independently from eSun and that, except for being a 
substantial shareholder of Retail Holding Company, Taubman is a third party 
independent of eSun and its connected persons; 

 
(ii) that there are adequate control mechanisms in place to govern the operation of the 

Management and Leasing Agreement.  In eSun’s waiver application, eSun submitted 
that such adequate controls existed, on the bases that, inter alia: 

 
• Cyber One is a substantial operating entity in its own right, with accounting, 

legal and administration functions, all of which are entirely independent of the 
Taubman Group; 

 
• the operation of Cyber One, as a joint venture, is regulated by the joint venture 

agreement dated 6 December 2006, the material terms of which have been 
disclosed in eSun’s announcement dated 21 April 2006 and in eSun’s circular 
dated 30 May 2006.  This agreement includes specific procedures relevant to 
obtaining the approval of the Cyber One board and its shareholders (all of 
which have been adhered to in the context of approving the Management and 
Leasing Agreement), and specific provisions that would disenfranchise the 
vote of any party having an “interest” in the relevant transaction; and 

 
• as a continuing connected transaction, the on-going operation of the 

Management and Leasing Agreement will be subject to the annual review 
provisions of the Listing Rules. 

 
(iii) that the basis of calculating the consideration payable to Taubman Macau has been 

fixed by way of the fixed percentages disclosed above; 
 
(iv) that the Management and Leasing Agreement will be subject to a one-off independent 

shareholder approval; 
 
(v) that eSun will comply with the Listing Rule 14A.36 as regards any material change(s) 

to the terms of the Management and Leasing Agreement; 
 
(vi) that the operation of the Management and Leasing Agreement will be subject to 

annual reviews and confirmations by eSun’s independent non-executive directors and 
auditor pursuant to the relevant provisions of Chapter 14A of the Listing Rules. 

 
Listing Rule Implications  
 
The Management and Leasing Agreement constitutes a continuing connected transaction for 
eSun for the reason explained above.  Its effectiveness has been made conditional upon the 
approval of eSun Shareholders in general meeting, all of whom are, so far as the eSun 
Directors are aware, independent for the purposes of approving the Management and Leasing 
Agreement.  
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Reasons for and benefits of the overall transaction  
 
eSun has on many occasions made clear its policy to develop the Cotai Site through a series 
of strategic partnerships. The eSun Directors see this as the most responsible way of 
allocating risk and reward in the context of a project as large as ‘Macao Studio City’.  
 
For this reason, eSun has already brought in both New Cotai and CapitaLand as strategic 
investors who, together, hold attributable interests in Cyber One of 60%.  It is the intention of 
both eSun and the management of Cyber One that different aspects of the ‘Macao Studio 
City’ will be developed and operated through joint ventures with partners who have world-
class reputations in their respective fields of expertise. The management of Cyber One regards 
a luxurious retail mall on the Cotai Site as a vital component of the Project. An outstanding 
shopping experience would complement and enhance the patrons’ enjoyment of Macao 
Studio City. To realize this vision, Cyber One went to considerable lengths to search for the 
appropriate strategic partner, and believes that it has succeeded in its alliance with the 
Taubman Group, one of the world’s leading ‘destination retail developers’. The Taubman 
Group has both international and ‘Las Vegas style’ gaming resort experience, and has 
demonstrated to Cyber One that it is able to develop and operate retail complexes designed to 
appeal to both VIP and mass market clientele in a gaming resort environment.  
 
The proceeds that Cyber One would receive from the Sale Transaction are expected to be re-
invested by Cyber One in the Project.  
Specifically, the eSun Directors (including the independent non-executive directors of eSun, 
but subject to the further advice of eSun’s independent financial adviser) believe that the 
terms of the Sale Transaction, as documented in the Equity Participation Agreement, and the 
joint venture for the development of the Phase I Retail Component, as documented in the 
Joint Venture Agreement are fair and reasonable and in the interests of the eSun Shareholders 
as a whole.  
 
In addition, the eSun Directors (including the independent non-executive directors of eSun, 
but subject to the further advice of eSun’s independent financial adviser) are of the view that 
each of the Development Services Agreement and Management and Leasing Agreement is on 
normal commercial terms and is fair and reasonable and are in the best interests of eSun and 
its shareholders as a whole.  
 
General 
 
A circular to the eSun Shareholders concerning the matters referred to in this announcement 
will be despatched as soon as practicable. It will contain, inter alia, notice of a special general 
meeting of eSun to approve the Joint Venture Agreement (and Cyber One’s potential capital 
commitment pursuant thereto) and the Development Services Agreement and Management 
and Leasing Agreement.  It will also contain an independent property valuation of the Phase I 
Retail Component and the advice of eSun’s independent financial adviser on the Development 
Services Agreement (and the Annual Development Services Cap) and on the Management 
and Leasing Agreement (and percentage fees and commissions pursuant thereto).  
Specifically, the circular will contain the views of eSun’s independent financial adviser on the 
term of the Management and Leasing Agreement (as required pursuant to Listing Rules 
14A.35(1)).  
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eSun is principally engaged in the development and operation of and investment in media, 
entertainment, music production and distribution businesses, advertising agency services and 
the development of the Cotai site into a multi-purpose complex comprising retail, 
entertainment and world-class hotels in the name of ‘Macao Studio City’.   
 
LSD is principally engaged in property development for sale, property investment, operation 
of and investment in hotels and restaurants and investment holding. LSD owns an interest of 
approximately 34.52% in eSun.  As eSun therefore represents a material associated company 
of LSD, the LSD Directors believed that it was appropriate for LSD to join in on the making 
of this announcement albeit that the matters referred to herein do not constitute transactions or 
connected transactions of LSD for the purposes of Chapters 14 and 14A respectively of the 
Listing Rules, nor do the LSD Directors consider them to be price sensitive so far as LSD is 
concerned.  
 
Other than LSD’s interest as a substantial shareholder of eSun, LSD has no interest in the 
matters referred to in this announcement. Accordingly, LSD has unconditionally and 
irrevocably undertaken to Taubman to vote in favour of all resolutions approving the 
Transaction Agreements and matters relating thereto to the fullest extent permissible under 
the Listing Rules and by the Stock Exchange.  
 
Taubman is a company incorporated in the Cayman Islands headquartered in Hong Kong and 
is a subsidiary of Taubman Centres, Inc. a company listed on the New York Stock Exchange. 
The Taubman Group has been a pioneer of the U.S. shopping center industry for over 50 
years. The Taubman Group has disclosed that it owns and/or manages 24 regional and super 
regional shopping centers in 11 U.S. states.  
 
Taubman focuses on owning, managing, developing and acquiring high-quality and 
sustainable retail real estates projects in Asia. Taubman Sub is a company incorporated in 
Delaware and is a special purpose vehicle established for the purpose of holding the Taubman 
Group’s interest in the Retail Holding Company.  Taubman Macau is a company incorporated 
under the laws of Macau and acts as the Macau-based operating company of the Taubman 
Group.  
 
Suspension and resumption of trading in eSun shares  
 
The shares of eSun were, at eSun’s request, suspended from trading on the Stock Exchange 
with effect from 9:30 a.m. on 30 January 2008. eSun has made an application to the Stock 
Exchange for resumption of trading with effect from 9:30 a.m. on 1 February 2008.  
 
Definitions 
 
In this announcement, the following expressions shall have the following meanings:- 
 
“CapitaLand”  CapitaLand Integrated Resorts Pte., Ltd., a subsidiary 

of CapitaLand Limited;  
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“Cotai Site”  all that piece or parcel of land with an area of 
approximately 140,789 square (or approximately 1.52 
million square feet) known as Zona de Aterro entre 
Taipa e Coloane, Lotes G300, G310 e G400, Estrada 
Flôr de Lotus, Macau, as marked on the plan gazetted 
as page 5731 on No. 42-17-10-2001 “Boletim Oficial 
de Região Adminstrativa Especial da Macau – II 
Serie”;  
 

“Cyber One”  
 

Cyber One Agents Limited, a company incorporated 
in the British Virgin Islands;  
 

“Cyber One Group”  
 

Cyber One and its subsidiaries;  
 

“Cyber One Sub”  
 

MSC-CO Holdings LLC, a Delaware limited liability 
company and a wholly-owned subsidiary of Cyber 
One;  
 

“East Asia”  East Asia Satellite Television (Holdings) Limited, a 
company incorporated in the British Virgin Islands 
and a non-wholly owned subsidiary of eSun;  
 

“eSun”  
 

eSun Holdings Limited;  
 

“eSun Directors”  
 

the directors of eSun;  
 

“eSun Group”  
 

eSun and its subsidiaries;  
 

“eSun Shareholders”  the shareholders of eSun;  
 

“Grand Opening Date”  
 

the date which the Phase I Retail Component first 
opens to the public anticipated to be in late 2009; 
 

“Listing Rules”  
 

The Rules Governing  the Listing of Securities on the 
Stock Exchange;  
 

“LSD”  
 

Lai Sun Development Company Limited;  
 

“LSD Directors”  the directors of LSD;  
 

“Macau”  
 

the Macau Special Administrative Region of the 
People’s Republic of China;  
 

“Macau Co”  
 

East Asia-Televisão Por Satélite Limitada, a company 
incorporated under the laws of Macau;   
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“Macau Sub”  
 

MSCT Limited, a company incorporated under the 
laws of Macau and owned by the Retail Holding 
Company, and being a newly-incorporated entity that 
has yet to commence trading;  
  

“New Cotai”  
 

New Cotai, LLC, a Delaware limited liability 
company; 
 

“Phase I”  
 

the first phase of the Project proposed to be 
developed;   
 

“Phase I Retail Component”  
 

the proposed retail component within Phase I 
anticipated to comprise retail space of approximately 
904,000 square feet of gross floor area or 615,000 
square feet of gross leaseable area;  
 

“Phase I Retail Component Lease”  
 

the draft lease annexed to the Agreement for Lease, as 
proposed to be entered into between Macau Co and 
Macau Sub relating to the Phase I Retail Component; 
 

“Phase II”  
 

the second phase of the Project proposed to be 
developed;  
 

“Project”  
 

the project, known as ‘Macao Studio City’, being 
developed by Cyber One on the Cotai Site, which is 
proposed will include, without limitation, hotels, hotel 
apartments, retail facilities, entertainment facilities, 
production studios, concert halls, theatres, cinemas, 
tourist and entertainment related  facilities;  
 

 “Retail Holding Company”  
 

MSC-T LLC, a Delaware limited liability company 
proposed to be owned as to 75% by Cyber One Sub 
and 25% by Taubman Sub, through which the joint 
venture concerning the Retail Component will be 
operated;  
 

“Retail Holding Group”  
 

Retail Holding Company and its subsidiaries;  
 

“Sale Transaction”  
 

the sale by Cyber One of a 25% attributable interest in 
the Phase I Component to Taubman Sub, as described 
in this announcement;  
 

“Stock Exchange”  
 

The Stock Exchange of Hong Kong Limited;  
 

“Taubman”  
 

Taubman Asia Investments Limited, a subsidiary of 
Taubman Centres, Inc.  
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“Taubman Macau”  
 

Taubman Macau Limited, a company incorporated 
under the laws of Macau and a subsidiary of 
Taubman;  
 

“Taubman Group”  
 

Taubman Centres, Inc. and its subsidiaries;  
 

“Taubman Sub”  
 

MSC-TAML Holdings LLC, a Delaware limited 
liability company owned or forthwith to be owned by 
Taubman; and 
 

“Transaction Agreements”  
 

each of the Equity Participation Agreement, the Joint 
Venture Agreement, the Agreement for Lease, the 
Development Services Agreement and the 
Management and Leasing Agreement, further details 
of each of which are set out herein. 
 

 
By order of the Board 

eSun Holdings Limited 
Yeung Kam Hoi 

Company Secretary 
 

By order of the Board 
Lai Sun Development Company Limited 

Yeung Kam Hoi 
Company Secretary 

 
 
Hong Kong, 31 January 2008 
 
This document contains translations of certain US$ amounts into HK$ amounts at the rates of US$1.00 = 
HK$7.8 respectively. The translations have been provided solely for the convenience of the readers of this 
announcement and no representation is made that any of the US$ amounts actually represent the HK$ amounts 
or could have been or could be converted into HK$ at the specified rates, at any particular rate or at all. 
 
As at the date hereof, the executive directors of eSun are Mr. Lam Kin Ngok, Peter, Ms. Leung Churk Yin, 
Jeanny, Mr. Liu Ngai Wing, Mr. Cheung Wing Sum, Ambrose, and Mr. Low Kit Leong; the non-executive 
directors are Mr. Lien Jown Jing, Vincent, Mr. Lam Kin Ming, and Madam U Po Chu and the independent non-
executive directors are Mr. Alfred Donald Yap, Mr. Low Chee Keong and Mr. Tong Ka Wing, Carl.  
 
As at the date hereof, the executive directors of LSD are Mr. Lam Kin Ngok, Peter, Mr. Lau Shu Yan, Julius, Mr. 
Tam Kin Man, Kraven, Mr. Cheung Wing Sum, Ambrose, Mr. Cheung Sum, Sam and Ms. Leung Churk Yin, 
Jeanny; the non-executive directors are Mr. Lam Kin Ming and Madam U Po Chu and the independent non-
executive directors are Sir David Tang KBE, Mr. Lam Bing Kwan and Mr. Leung Shu Yin, William. 
 


