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In this circular, the following expressions have the meanings set out below unless the context 
requires otherwise:

“Agreement” the sale and purchase agreement dated 30 January 2008 
entered into between Surearn, LSD and the Purchaser in 
relation to the Disposal;

“associate” has the meaning ascribed to it under the Listing Rules;

“Board” the board of Directors;

“Completion” completion of the sale and purchase of the Sale Shares and the 
assignment of the Shareholder Loan plus the accrued interest 
in accordance with the terms and conditions of the Agreement;

“Diamond String” Diamond String Limited, a company incorporated in Hong 
Kong, owned as to 60% indirectly by LSD, and as to the 
balance by the Purchaser;

“Directors” the directors of LSD;

“Disposal” the disposal of the Sale Shares and the Shareholder Loan 
plus the accrued interest as at Completion to the Purchaser 
pursuant to the terms of the Agreement;

“EGM” an extraordinary general meeting of LSD to be convened for 
the purposes of approving the Disposal;

“eSun” eSun Holdings Limited, a company incorporated in Bermuda, 
the shares of which are listed on the Stock Exchange; 

“HK$” Hong Kong dollar(s);

“Independent Board 
Committee”

an independent committee of the board of Directors of LSD 
comprising Sir David Tang, KBE, Mr. Lam Bing Kwan and 
Mr. Leung Shu Yin, William;

“Latest Practicable Date” 18 February 2008, being the latest practicable date prior to 
the printing of this circular for the purposes of ascertaining 
certain information contained herein;

“Listing Rules” the Rules Governing the Listing of Securities on the Stock 
Exchange;



DEFINITIONS

— 2 —

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

“LSD Group” LSD and its subsidiaries;

“LSD Shareholders” the holders of LSD Shares;

“LSD Shares” ordinary shares of HK$0.01 each in the share capital of LSD; 

“PRC” The People’s Republic of China which for the purpose of 
this circular excludes the Hong Kong Special Administrative 
Region, the Macau Special Administrative Region and Taiwan;

“Purchaser” CCB International Group Holdings Limited, a company 
incorporated in Hong Kong;

“Sale Shares” 1,000 ordinary shares of HK$1.00 each in the share capital of 
Diamond String owned by Surearn, representing 10% of the 
entire issued share capital of Diamond String;

“SFO” the Securities and Futures Ordinance (Chapter 571 of the 
Laws of Hong Kong) (as amended from time to time);

“Shareholder Loan” 10% of the total outstanding shareholders’ loan plus the 
accrued interest owing by Diamond Str ing to LSD on 
Completion;

“Stock Exchange” The Stock Exchange of Hong Kong Limited;

“Surearn” Surearn Profits Limited, a company incorporated in the 
British Virgin Islands and a wholly-owned subsidiary of LSD; 
and

“%” per cent. 



LETTER FROM THE BOARD

— 3 —

(Stock Code: 488)

Executive Directors:
Mr. Lam Kin Ngok, Peter, Chairman
Mr. Lau Shu Yan, Julius, Chief Executive Officer
Mr. Tam Kin Man, Kraven
Mr. Cheung Wing Sum, Ambrose
Mr. Cheung Sum, Sam
Ms. Leung Churk Yin, Jeanny

Non-executive Directors:
Mr. Lam Kin Ming
Madam U Po Chu

Independent non-executive Directors:
Sir David Tang, KBE
Mr. Lam Bing Kwan
Mr. Leung Shu Yin, William

Registered office:
11th Floor
Lai Sun Commercial Centre
680 Cheung Sha Wan Road, Kowloon
Hong Kong

22 February 2008

To the LSD Shareholders

Dear Sir or Madam,

MAJOR AND CONNECTED TRANSACTION
Disposal of a 10% interest in the entity owning

The Ritz-Carlton Hong Kong

INTRODUCTION

Reference is made to the announcement made by Lai Sun Development Company Limited 
dated 8 November 2007 in which it was disclosed that LSD and Surearn, a wholly owned 
subsidiary of LSD, had entered into an agreement with, among others, CCB International 
Group Holdings Limited to sell a 16.57% interest in Diamond String. Diamond String is 
the entity that owns the property that was operating as “The Ritz-Carlton Hong Kong”, and 
which is being closed for redevelopment.
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A further announcement was made by the Directors on 30 January 2008 that LSD and 
Surearn entered into an agreement on 30 January 2008 with the Purchaser, pursuant to which 
Surearn has agreed to sell a further 10% interest in Diamond String (and LSD has agreed to 
assign the related shareholder loan with the interest accrued thereon) for a total consideration 
of approximately HK$417.2 million, subject to adjustment. On Completion, LSD and the 
Purchaser will each own 50% of Diamond String.

The Disposal constitutes a major and connected transaction for LSD under Chapters 14 
and 14A of the Listing Rules and is therefore subject to the reporting, announcement and 
independent shareholders’ approval requirements under the Listing Rules. Any shareholder 
with a material interest in the Disposal will not vote at the EGM. So far as the Directors 
are aware, all LSD Shareholders are independent for the purposes of the Disposal and no 
LSD Shareholders would be required to abstain from voting on the resolution at the EGM to 
approve the Disposal.

The purpose of this circular is to provide you with details of the Disposal and other 
information in accordance with the requirements of the Listing Rules.

BACKGROUND

Reference is made to the announcement by LSD dated 8 November 2007, relating to the 
disposal by Surearn of a 16.57% interest in Diamond String. The disposal was completed on 
17 December 2007.

LSD’s wholly-owned subsidiary, Surearn, is the owner of a 60% interest in Diamond String, 
which itself owns No. 3 Connaught Road Central, currently “The Ritz-Carlton Hong Kong”. 
Pursuant to the Agreement, Surearn has agreed to sell a further 10% interest in Diamond 
String to the Purchaser.

The operating agreement, pursuant to which The Ritz-Carlton Limited operates and manages 
the hotel, terminated on 31 January 2008. The Ritz-Carlton Hong Kong has been closed since 
1 February 2008 and the property and the site will be redeveloped.

The redevelopment will be undertaken by LSD and the Purchaser, together, with each owning 
50% of Diamond String on Completion.

TERMS OF THE AGREEMENT

Date: 30 January 2008

Parties: Surearn and LSD; and

 the Purchaser.

The Purchaser is a substantial shareholder of Diamond String and connected to LSD.
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Assets to be disposed

Surearn has agreed to sell, and the Purchaser has agreed to purchase, the Sale Shares, 
representing 10% of the issued share capital of Diamond String. In addition, LSD has 
agreed to assign, and the Purchaser has agreed to have assigned to it, the Shareholder Loan, 
representing 10% of the total outstanding shareholders’ loans plus accrued interest owing by 
Diamond String on Completion.

Consideration

The consideration which LSD and Surearn will, together, receive for the Sale Shares and the 
Shareholder Loan is approximately HK$417.2 million, subject to adjustment.

The consideration was arrived at after arm’s length negotiations between the parties to the 
Agreement and is the product of a formula comprising (1) HK$342.2 million, being 10% of 
the sum of (i) the agreed value of The Ritz-Carlton Hong Kong property (being approximately 
HK$3,545.9 million) plus (ii) the net asset value of Diamond String (excluding, for these 
purposes, The Ritz-Carlton Hong Kong property itself and the outstanding bank loan referred 
to at (iii) below, the outstanding shareholders’ loans plus accrued interest as at Completion 
and deferred tax on the liabilities side); and (iii) the principal amount of the outstanding bank 
loan advanced to Diamond String; and (2) HK$75 million, being the agreed premium.

Both the agreed value of The Ritz-Carlton Hong Kong property and the premium referred 
to above were arrived at after arm’s length negotiation between LSD and the Purchaser. 
The Directors satisfied themselves as to the value of the property on the basis of LSD’s 
own knowledge as a property owner and developer in Hong Kong and by reference to its 
knowledge of comparable sites, in particular as a part owner of the AIG Tower, 1 Connaught 
Road, Central, Hong Kong.

For reference, during the period of 12 months before date of this circular, the LSD Group 
acquired an aggregate 11.57% equity interest in Diamond String, together with the related 
shareholder loans owed by Diamond String to the respective vendors, for a total consideration 
of approximately HK$281.5 million.

The exact consideration payable will be determined by reference to audited completion 
accounts, from which the net asset value of Diamond String (the components of which are 
described above), as at the date to which completion accounts are drawn up, will be apparent.

Depending on whether the consideration payable to Surearn as determined by reference to 
audited completion accounts is in excess of, or under, HK$417.2 million, the consideration 
shall be adjusted up or down on a dollar for dollar basis. The excess consideration payable to 
Surearn shall be added to the third instalment payment to Surearn, or any shortfall shall be 
deducted from the third instalment payment to Surearn, as the case may be.
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The consideration shall be paid, in cash, by the Purchaser in three instalments with (i) the 
initial payment by way of a deposit, being approximately HK$34 million to Surearn, upon 
signing of the Agreement, (ii) a further part payment, being approximately HK$366 million 
to Surearn, on Completion and (iii) the balance within seven days of the delivery of the 
completion accounts of Diamond String pursuant to terms of the Agreement.

The Directors expect that the audited completion accounts for the period ended 31 March 
2008 will be available on or before 30 June 2008.

The LSD Group intends to apply the sale proceeds from the Disposal as general working 
capital.

Conditions precedent

Unless waived (to the extent permissible) by the Purchaser in writing, Completion is 
conditional upon fulfilment of the following conditions:

(a) board approval of China Construction Bank Corporation, the parent company of the 
Purchaser;

(b) the obtaining of approvals, if necessary or required, by the Purchaser from the relevant 
authorities in the PRC including, but not limited to, approval from the Ministry of 
Foreign Trade and Economic Cooperation; and

(c) the passing of the necessary resolution without amendments to approve the Disposal by 
the LSD Shareholders at the EGM to be convened in compliance with the requirements 
of the Listing Rules and the Stock Exchange. The Directors believe that no LSD 
Shareholders will be required to abstain from voting on the resolution at the EGM to 
approve the Disposal.

Completion

Subject to fulfilment (or waiver, to the extent permissible, by the Purchaser) of the conditions, 
Completion is expected to take place on 31 March 2008.
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Treatment of the bank loan

From Completion, in the absence of any replacement bank loan arrangements, the Purchaser 
will assume its additional share of the guarantee obligations in respect of the existing bank 
loan advanced to Diamond String, on a several basis, pro-rata to its increased shareholding 
in Diamond String. Accordingly, each of Surearn and the Purchaser will, on Completion, 
be severally guaranteeing a principal amount of approximately HK$120 million (being 
50% of HK$240 million) in relation to the existing bank loan. Should any replacement 
loan arrangements be agreed with affiliate(s) of the Purchaser or otherwise, LSD will, as 
necessary, make a further announcement and comply with the applicable provisions of the 
Listing Rules in relation to such arrangements.

Diamond String board

The board of Diamond String comprises ten directors with six appointed by LSD and four 
by the Purchaser. From Completion, LSD and the Purchaser will be entitled to appoint five 
directors each.

REASONS FOR THE DISPOSAL

LSD and the Purchaser intend, in due course, to redevelop the property by way of a joint 
venture between them. As a part of the Disposal, LSD has agreed to sell the Sale Shares and 
the Shareholder Loan, to enable both parties to participate and to co-develop the property for 
long term investment purposes on a 50:50 basis.

The Directors consider the Agreement has been entered into upon normal commercial terms 
and that the terms of the Agreement are fair and reasonable and in the interests of LSD and 
the LSD Shareholders as a whole.

FINANCIAL INFORMATION ON DIAMOND STRING AND FINANCIAL EFFECT 
OF THE TRANSACTION

The audited net profit before taxation and after taxation of Diamond String for the year ended 
31 December 2006 was approximately HK$71.8 million and HK$57.4 million, respectively. 
The audited net profit before taxation and after taxation of Diamond String for the year ended 
31 December 2005 was approximately HK$45.6 million and HK$35.8 million, respectively.

The unaudited net liabilities of Diamond String after deducting the loans owing to 
shareholders together with interest accrued thereon as at 30 November 2007 were 
approximately HK$19.9 million. As at 30 November 2007, the total amount of loans and 
interest accrued thereon owed by Diamond String to its then shareholders was approximately 
HK$784.6 million.
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On 17 December 2007, the LSD Group completed its disposal of a 16.57% interest in 
Diamond String to the Purchaser. As at the date of this circular (before Completion), the LSD 
Group and the Purchaser own 60% and 40% interest in Diamond String respectively.

Taking into account the total consideration for the Disposal of approximately HK$417.2 
million, LSD Group’s 10% share of the net liabilities of Diamond String as at 30 November 
2007 of approximately HK$2.0 million (being 10% of HK$19.9 million), the Shareholder 
Loan in the amount expected as of Completion of approximately HK$78.5 million (being 
10% of HK$784.6 million), and the release of goodwill arising from acquisition of additional 
interests in Diamond String by the LSD Group of approximately HK$25.9 million, the gain 
arising from the disposal of LSD Group’s 10% interest in Diamond String to be recognised 
by the LSD Group in its consolidated income statement has been estimated at approximately 
HK$314.8 million (before expenses and the effect of the cross-holding of shares between the 
LSD Group and eSun).

Since the LSD Group owns an equity interest of approximately 34.52% in eSun (which in 
turn owns an equity interest of approximately 36.72% in the LSD Group), an additional gain 
arising from this cross-holding effect of approximately HK$45.7 million, before expenses, 
is expected to accrue to the LSD Group’s share of profits and losses of associates of the 
consolidated income statement upon Completion. The total estimated gain expected to 
accrue to the LSD Group’s consolidated income statement upon Completion as a result of the 
disposal of 10% interests in Diamond String by the LSD Group before expenses (after taking 
into account the cross-holding effect) is approximately HK$360.5 million.

As at 30 November 2007, the unaudited total assets and total liabilities (excluding the amounts 
owed by Diamond String to its shareholders of approximately HK$784.6 million) of Diamond 
String were approximately HK$1,080.8 million and HK$316.1 million respectively. Upon 
Completion, Diamond String will cease to be a subsidiary of the LSD Group. The Disposal 
upon Completion will therefore result in the deconsolidation of the assets and liabilities of 
Diamond String from the LSD Group’s consolidated accounts. The remaining 50% interest 
in Diamond String retained by the LSD Group after the Disposal of approximately HK$382.3 
million (being 50% of the net amount of total assets and total liabilities (excluding the 
amounts owed by Diamond String to its shareholders of approximately HK$784.6 million) 
of Diamond String) will be equity accounted for as interest in an associate in the LSD 
Group’s consolidated accounts. In addition, the LSD Group’s consolidated assets will have an 
increase in cash of approximately HK$417.2 million (being the proceed from the Disposal), 
an increase in interests in associates of approximately HK$45.7 million due to the effect on 
cross-holding relationship with eSun, and a decrease in goodwill of approximately HK$25.9 
million following the completion of the Disposal. It is the intention of the LSD Group to 
retain its remaining 50% interest in Diamond String for the long term.
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The above calculation and accounting treatment is subject to review by the auditors of LSD. 
The actual financial impact to the LSD Group arising from the Disposal to be recorded in 
the LSD Group’s consolidated accounts will be recalculated based on the net asset value of 
Diamond String as at the date to which completion accounts are drawn up.

LISTING RULES IMPLICATIONS

To calculate the size and impact of the transaction for the purposes of the Listing Rules, LSD 
is required to take into account (i) the effect of aggregating the Disposal with the disposal 
of the 16.57% interest in Diamond String, as announced in November 2007; (ii) the fact 
that Diamond String will cease to be a subsidiary of LSD (and, as such, will cease to be 
consolidated into the accounts of LSD); and (iii) the fact that the Purchaser is a connected 
person of LSD. As such, the Disposal constitutes a major and connected transaction for LSD 
under Chapters 14 and 14A of the Listing Rules and is therefore subject to the reporting, 
announcement and independent shareholders’ approval requirements under the Listing Rules. 
So far as the Directors are aware, all LSD Shareholders are independent for the purposes 
of the Disposal and no LSD Shareholders would be required to abstain from voting on the 
resolution at the EGM to approve the Disposal.

The Independent Board Committee, comprising Sir David Tang, KBE, Mr. Lam Bing Kwan 
and Mr. Leung Shu Yin, William, has been formed to advise the LSD Shareholders in 
respect of the Agreement. LSD has appointed Hercules Capital Limited as its independent 
financial adviser, pursuant to rules 14A.21 and 14A.22 of the Listing Rules, for the purposes 
of advising the Independent Board Committee and the LSD Shareholders in relation to the 
Agreement. The Independent Board Committee has considered the principal factors and 
reasons and the advice given by Hercules Capital Limited, which is set out in the section 
of this circular headed “Letter from the Independent Financial Adviser”. Details of the 
conclusions of the Independent Board Committee in respect of the Agreement are set out in 
the section of this circular headed “Letter from the Independent Board Committee”.

INFORMATION ON THE LSD GROUP AND THE TRANSACTION COUNTERPARTIES

LSD is an investment holding company. Members of the LSD Group are engaged principally 
in the development of and investment in property and investment in and operation of 
hotels and restaurants. LSD also owns an interest of approximately 34.52% in eSun, whose 
subsidiaries and associates are engaged in media, entertainment, music production and 
distribution, 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”.

Surearn is a wholly-owned investment holding company of LSD, which currently holds a 60% 
interest in Diamond String.
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The Purchaser is a wholly-owned subsidiary of China Construction Bank Corporation (Stock 
Code: 939). China Construction Bank Corporation (formerly known as the China Construction 
Bank) is a PRC state-owned bank operating in a commercial capacity, principally engaged in 
the areas of corporate banking, personal banking and treasury operations.

EGM

LSD will convene the EGM at Salon 6, JW Marriott Ballroom, Level 3, JW Marriott Hotel 
Hong Kong, Pacific Place, 88 Queensway, Hong Kong on Tuesday, 18 March 2008, at
9:30 a.m. at which an ordinary resolution will be proposed for the purpose of considering 
and, if thought fit, approving the Agreement set out on pages 4 to 6 of this circular. The 
voting on the resolution in respect of the Agreement will be conducted by way of poll in 
accordance with the requirements of the Listing Rules.

A form of proxy for use by the LSD Shareholders at the EGM and at any adjournment thereof 
is enclosed. Whether or not you propose to attend and vote at the EGM in person, you are 
requested to complete the form of proxy in accordance with the instructions printed thereon 
and return the same to LSD’s share registrars, Tricor Tengis Limited at 26th Floor, Tesbury 
Centre, 28 Queen’s Road East, Hong Kong, as soon as possible and in any event not less than 
48 hours before the time appointed for the holding of the EGM or any adjournment thereof. 
Completion and return of the form of proxy will not preclude you from attending and voting 
at the EGM, or any adjourned meeting, should you so wish.

PROCEDURE FOR DEMANDING A POLL BY SHAREHOLDERS

In accordance with LSD’s articles of association, the following categories of members may 
demand that the vote in respect of the resolution to be put to the EGM should be taken on a 
poll:

(i) by the Chairman of the Meeting; or

(ii) by at least three members present in person or by proxy for the time being entitled to 
vote at the meeting; or

(iii) by any member or members present in person or by proxy and representing not less 
than one-tenth of the total voting rights of all the members having the right to vote at 
the meeting; or

(iv) by a member or members present in person or by proxy and holding LSD Shares 
conferring a right to vote at the meeting being LSD Shares on which an aggregate sum 
has been paid up equal to not less than one-tenth of the total sum paid up on all the 
LSD Shares conferring that right.
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A poll may be so demanded before or on the declaration of the result of the show of hands.

RECOMMENDATION

Your attention is drawn to the text of the letter from the Independent Board Committee 
contained in this circular which contains its recommendation to the LSD Shareholders as to 
voting on the resolution to be proposed at the EGM to approve the Agreement and the letter 
from Hercules Capital Limited contained in this circular which contains its advice to the 
Independent Board Committee and the LSD Shareholders as regards the Agreement.

The Directors consider the terms of the Agreement to be normal commercial terms and the 
Agreement to be fair and reasonable and in the best interests of the LSD Shareholders as 
a whole, and therefore recommend that the LSD Shareholders should vote in favour of the 
resolution to be proposed at the EGM.

ADDITIONAL INFORMATION

Your attention is also drawn to the valuation report from Savills Valuation and Professional 
Services Limited and the additional information set out in the appendices to this circular.

On behalf of the Board of
Lai Sun Development Company Limited

Lam Kin Ngok, Peter
Chairman
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680 Cheung Sha Wan Road
Kowloon, Hong Kong

22 February 2008

To the LSD Shareholders

Dear Sir or Madam,

MAJOR AND CONNECTED TRANSACTION
Disposal of a 10% interest in the entity owning

The Ritz-Carlton Hong Kong

We refer to the circular of LSD dated 22 February 2008 (the “Circular”), of which this letter 
forms part. Capitalised terms used in this letter shall have the same respective meanings as 
defined in the Circular unless the context otherwise requires.
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As the Independent Board Committee, we have been appointed to advise the LSD 
Shareholders in respect of the Agreement, details of which are set out in the letter from the 
Board in the Circular.

Having considered the relevant provisions of the Agreement, the content of the letter from 
the Board and the principal factors and reasons considered and the recommendation given by 
Hercules Capital Limited, the independent financial adviser, we consider that the Agreement 
is fair and reasonable so far as the LSD Shareholders are concerned and are on normal 
commercial terms and in the interests of LSD and the LSD Shareholders as a whole and, 
accordingly, recommend the LSD Shareholders to vote in favour of the resolution in respect 
of the Agreement to be proposed at the EGM.

Yours faithfully,
Sir David Tang, KBE

Lam Bing Kwan
Leung Shu Yin, William

Independent Board Committee
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The following is the text of a letter of advice from Hercules Capital Limited prepared for 
the purpose of inclusion in this circular, setting out its advice to the Independent Board 
Committee and the LSD Shareholders in respect of the Disposal.

1503 Ruttonjee House
11 Duddell Street
Central
Hong Kong

22 February 2008

To the Independent Board Committee and
 the LSD Shareholders

Dear Sirs,

MAJOR AND CONNECTED TRANSACTION
Disposal of a 10% interest in the entity
owning The Ritz-Carlton Hong Kong

INTRODUCTION

We refer to our engagement as the independent financial adviser to advise the Independent 
Board Committee and the LSD Shareholders with respect to the Disposal, details of which are 
set out in the letter from the Board contained in the circular dated 22 February 2008 to the 
LSD Shareholders (the “Circular”) of which this letter forms part. Terms used in this letter 
have the same meanings as defined elsewhere in the Circular unless the context requires 
otherwise.

On 30 January 2008, LSD, Surearn, a wholly-owned subsidiary of LSD, and the Purchaser 
entered into the Agreement, pursuant to which, (i) Surearn has agreed to sell, and the 
Purchaser has agreed to acquire, the Sale Shares, representing 10% of the entire issued share 
capital of Diamond String; and (ii) LSD has agreed to assign, and the Purchaser has agreed 
to have assigned to it, the Shareholder Loan, representing 10% of the total outstanding 
shareholders’ loan plus the accrued interest owing by Diamond String to LSD on Completion, 
at an aggregate consideration of HK$417.2 million, subject to adjustment.

Since the relevant percentage ratios defined in Rule 14.07 of the Listing Rules in respect of 
the Disposal and in aggregating the previous disposal of 16.75% interest in Diamond String 
as disclosed in the announcement of LSD dated 8 November 2007 represent more than 25% 
but less than 75%, the Disposal constitutes a major transaction for LSD under Chapter 14 of 
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the Listing Rules. As at the Latest Practicable Date, Diamond String was owned as to 60% by 
LSD and 40% by the Purchaser. Since the Purchaser is a substantial shareholder of Diamond 
String, a subsidiary of LSD, the Purchaser is considered a connected person of LSD under 
the Listing Rules. Accordingly, the entering into of the Agreement with the Purchaser also 
constitutes a connected transaction for LSD under Chapter 14A of the Listing Rules. The 
Disposal is therefore subject to approval by the independent shareholders under the Listing 
Rules. So far as the Directors are aware, all LSD Shareholders are independent for the 
purposes of the Disposal and no LSD Shareholders would be required to abstain from voting 
on the resolution at the EGM to approve the Disposal.

The Independent Board Committee, comprising all the independent non-executive Directors, 
namely Sir David Tang, KBE, Mr. Lam Bing Kwan and Mr. Leung Shu Yin, William, has 
been established to consider the transactions contemplated under the Agreement and to advise 
the LSD Shareholders on the fairness and reasonableness of the terms of the Agreement. We, 
Hercules Capital Limited, have been appointed to advise the Independent Board Committee 
and the LSD Shareholders in connection with the Disposal, in particular as to whether the 
terms of the Agreement and the Disposal are fair and reasonable and on normal commercial 
terms so far as the LSD Shareholders are concerned and in the interests of LSD and its 
shareholders as a whole.

BASIS OF OUR OPINION

In formulating our opinion and recommendation, we have relied on the information and 
representations supplied, and the opinions expressed, by the Directors. We have assumed 
that such information and statements, and representations made to us are true, accurate 
and complete in all material respects as of the date hereof and we have relied upon them 
in formulating our opinion. We have also assumed that all information, opinions and 
representations contained or referred to in the Circular are true, accurate and complete 
in all material respects as at the date of the Circular, and that they may be relied upon in 
formulating our opinion. The Directors have jointly and severally accepted full responsibility 
for the accuracy of the information contained in the Circular. The Directors confirmed that, 
having made all reasonable enquiries and to the best of their knowledge and belief, opinions 
expressed in the Circular have been arrived at after due and careful consideration and there 
are no material facts not contained in the Circular the omission of which would make any 
statement in the Circular misleading.

We consider that we have reviewed sufficient information to reach an informed view, to 
justify reliance on the accuracy of the information contained in the Circular and to provide 
a reasonable basis for our recommendation. We have no reasons to suspect that any material 
information has been withheld by the Directors, or is misleading, untrue or inaccurate. We 
have not, however, for the purpose of this exercise, conducted any independent detailed 
investigation or audit into the businesses or affairs or future prospects of LSD Group. Our 
opinion is necessarily based on the financial, economic, market and other conditions in effect 
and the information made available to us as at the Latest Practicable Date.



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

— 16 —

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion regarding the Disposal, we have considered the following principal 
factors and reasons:

1. Background to and reasons for the Disposal

(a) Information of LSD Group

LSD Group is principally engaged in property investment, property development 
for sale, investment in and operation of hotels and restaurants and investment 
holding. LSD also owns approximately 34.52% interest in eSun, whose 
subsidiaries, associates and jointly controlled entities are engaged in media, 
entertainment, music production and distribution, 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 . 
Surearn is an investment holding company wholly-owned by LSD, which owned 
60% interest in Diamond String as at the Latest Practicable Date.

(b) Information of the Purchaser

The Purchaser is a wholly-owned subsidiary of China Construction Bank 
Corporat ion (formerly known as the China Const ruction Bank). China 
Construction Bank Corporation is a PRC state-owned bank operating in a 
commercial capacity, principally engaged in the areas of corporate banking, 
personal banking and treasury operations, the shares of which are listed on the 
Stock Exchange.

(c) Information of Diamond String

As at the Latest Practicable Date, Diamond String was owned as to 60% by 
Surearn and 40% by the Purchaser, which itself owned the property at No. 3 
Connaught Road Central (the  Property ) that was operating as a hotel in name 
of “The Ritz-Carlton Hong Kong”. The Ritz-Carlton Hong Kong was closed on 
1 February 2008 and the Property and the site thereof will be redeveloped into a 
first class commercial building.

As noted from the letter from the Board, the audited profit before taxation of 
Diamond String for the two years ended 31 December 2006 were approximately 
HK$71.8 million and HK$45.6 million respectively and the audited profit after 
taxation of Diamond String for the two years ended 31 December 2006 were 
approximately HK$57.4 million and HK$35.8 million respectively. The unaudited 
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net liabilities of Diamond String as at 30 November 2007 was approximately 
HK$19.9 million, which included the loans owing to shareholders together with 
interest accrued thereon of approximately HK$784.6 million.

(d) Reasons for the Disposal

To facilitate the formation of a strategic alliance between the Purchaser and LSD 
Group for co-development of the Property for long-term investment purpose, 
the Purchaser entered into an agreement with LSD, Surearn and three minority 
shareholders of Diamond String on 7 November 2007 to purchase in aggregate 
40% equity interest in Diamond String. Completion of the agreement took place 
on 17 December 2007 and Diamond String has become owned as to 60% by 
Surearn and 40% by the Purchaser since then.

LSD and the Purchaser intended to co-develop the Property into a Grade-A 
office tower with buildable gross f loor area of approximately 225,000 square feet 
and the redevelopment is expected to be completed in 2011.

In view of the prime location of the Property, the Directors expect that the 
redeveloped office tower will become a landmark property in Central, Hong 
Kong and the partnership with China Construction Bank Corporation shall 
mark a vital move for the future development of LSD. Furthermore, according 
to the Directors, part of the redeveloped office tower may be occupied by 
China Construction Bank Corporation as offices of its Hong Kong operations 
upon completion of the redevelopment. To increase the common interests of 
both parties in the investment of the Property and to further strengthen the 
relationship between LSD Group and the Purchaser, on 30 January 2008, LSD 
and Surearn entered into the Agreement with the Purchaser to sell a further 10% 
interest in Diamond String to the Purchaser so that both LSD Group and the 
Purchaser can participate in the investment of the Property on a 50:50 basis.

In view of (i) the current buoyant market conditions of the property market in 
Hong Kong; (ii) the synergy that may be derived from the strategic alliance 
between LSD Group and China Construction Bank Corporation through Diamond 
String; and (iii) the potential tenancy of office premises in the redeveloped office 
tower to be committed by China Construction Bank Corporation, we are of the 
view that the entering into of the Agreement to dispose of an additional 10% 
equity interest in Diamond String to the Purchaser is in the interests of LSD and 
the LSD Shareholders as a whole and it is conducted in the ordinary and usual 
course of business of LSD Group.
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2. Principal Terms of the Disposal

(a) Consideration

The total consideration for the Sale Shares and the Shareholder Loan is 
approximately HK$417.2 million, subject to adjustment, which was arrived at 
after arm’s length negotiations between the parties to the Agreement after taking 
into account the value of the Property and the value of comparable sites, in 
particular, the AIG Tower, 1 Connaught Road Central, Hong Kong. According 
to the Directors, the consideration is the product of a formula comprising (1) 
HK$342.2 million, being 10% of the sum of (i) the agreed value of The Ritz-
Carlton Hong Kong property of approximately HK$3,545.9 million; (ii) the 
net asset value of Diamond String (excluding, for these purpose, The Ritz-
Carlton Hong Kong property itself and the outstanding bank loan referred to 
at (iii) below, the outstanding shareholders’ loans plus accrued interest as at 
Completion and deferred tax on the liabilities side); and (iii) the principal amount 
of the outstanding bank loan advanced to Diamond String (items (ii) and (iii) 
collectively known as the “Adjusted NAV”); and (2) HK$75 million, being the 
agreed premium.

The exact consideration payable will be determined by reference to the audited 
completion accounts, from which the Adjusted NAV are drawn up. Depending 
on whether the consideration payable to LSD Group as determined by reference 
to audited completion accounts is in excess of, or under, HK$417.2 million, 
the consideration shall be adjusted up or down on a dollar for dollar basis. The 
excess consideration payable to LSD Group shall be added to, or any shortfall 
shall be deducted from, the third installment to LSD Group, as the case may be.

The consideration shall be payable in cash by the Purchaser in three installments 
as follows:

(i) an initial payment by way of deposit of HK$34 million, has been paid 
upon signing of the Agreement;

(ii) HK$366 million shall be payable on Completion; and

(iii) the remaining balance shall be payable within 7 days of the delivery of the 
completion accounts of Diamond String which are expected to be available 
on or before 30 June 2008.
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To assess the fairness and reasonableness of the consideration for the Disposal, 
we have reviewed the valuation report as set out in Appendix II to the Circular 
and the financial statements of Diamond String for the year ended 31 December 
2006 and eleven months ended 30 November 2007.

As stated in the valuation report prepared by Savills Valuation and Professional 
Services Limited (the “Valuer”), the market value of the Proper ty was 
approximately HK$3.5 billion as at 31 January 2008, which was 1.3% lower than 
the value of the Property agreed by the parties to the Agreement.

Market value basis was used by the Valuer to arrive at the market value estimates 
for the Property in its existing state, by reference to the sales evidence as 
available on the market and on a redevelopment basis assuming that all necessary 
approvals for redevelopment will be obtained from the relevant government 
authorities without onerous restrictions.

We also understand from the Valuer that given the particulars of the Property 
and the plan for the redevelopment, the market value basis is an appropriate 
valuation method in arriving at the valuation and such approach is in compliance 
with the standards and guidelines set out in The HKIS Valuation Standards on 
Properties (1st Edition 2005) published by the Hong Kong Institute of Surveyors 
and in compliance with the requirements of Chapter 5 of the Listing Rules. Given 
the valuation methodology applied by the Valuer is normal and usual among 
professional asset valuers and is in compliance with the standard published by 
the Hong Kong Institute of Surveyors, we are of the opinion that the basis for 
determining the valuation of the Property by the Valuer is appropriate and fair 
and reasonable.

We also noted from the unaudited financial statements of Diamond String for 
the eleven months ended 30 November 2007 that, as at 30 November 2007, 
apart from the Property of approximately HK$3,545.9 million, inventories of 
approximately HK$3.9 million, trade and other receivables of approximately 
HK$26.2 million, tax recoverable of approximately HK$5.4 million, cash and 
cash equivalents of approximately HK$164.0 million, trade and other payables 
of approximately HK$46.2 million, the bank loan of HK$240.0 million, the 
shareholders’ loans plus accrued interest of approximately HK$784.6 million and 
deferred tax liabilities of approximately HK$29.9 million, Diamond String did 
not have any other material assets and liabilities or business in operations. As 
the principal asset of Diamond String is its interest in the Property, we consider 
that the sum of the valuation of the Property and the Adjusted NAV should 
fairly ref lect the value of Diamond String and the basis of determining the 
consideration of the Disposal is fair and reasonable so far as LSD and the LSD 
Shareholders are concerned. Since the sum of the valuation of the Property and 
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the Adjusted NAV already ref lected the fair value of Diamond String, a premium 
should be favorable to LSD and its shareholders. Therefore, the premium of 
HK$75 million, which was arrived at after arm’s length negotiations between the 
parties to the Agreement, is also in the interest of LSD and its shareholders as a 
whole.

(b) Treatment of the bank loan

From Completion, in the absence of any replacement bank loan arrangements, 
the Purchaser will assume its additional share of the guarantee obligations in 
respect of the existing bank loan advanced to Diamond String, on a several basis, 
pro-rata to its increased shareholding in Diamond String. Accordingly, each 
of Surearn and the Purchaser will, on Completion, be severally guaranteeing 
a principal amount of approximately HK$120 million, being 50% of HK$240 
million, in relation to the existing bank loan. Should any replacement loan 
arrangement be agreed with affiliate(s) of the Purchaser or otherwise, LSD 
will, as necessary, make further announcement and comply with the applicable 
provisions of the Listing Rules in relation to such arrangements.

Given that the extent of guarantee obligations of LSD Group and the Purchaser 
will be adjusted in accordance with their respective shareholdings in Diamond 
String upon Completion, we consider that the treatment of the bank loan is on 
normal commercial term and is fair and reasonable so far as LSD and the LSD 
Shareholders are concerned.

(c) Other terms

The board of Diamond String comprises ten directors with six appointed by LSD 
and four by the Purchaser. Upon Completion, each of LSD and the Purchaser will 
be entitled to appoint five directors.

Having considered the number of directors to be nominated by LSD Group 
and the Purchaser shall be in proportion to their respective shareholdings in 
Diamond String upon Completion, we concur with the Directors’ view that such 
term of the Agreement is fair and reasonable so far as the LSD Shareholders are 
concerned and on normal commercial terms.
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3. Financial effects of the Disposal on LSD Group

(a) Earnings

The Disposal is expected to result in an one-off gain on disposal of 
approximately HK$360.5 million to LSD Group, taking into account (i) the gain 
arising from the disposal of LSD Group’s 10% interest in Diamond String to be 
recognized by LSD Group in its consolidated income statement of approximately 
HK$314.8 million (calculated with reference to the total consideration for the 
Disposal of HK$417.2 million, LSD Group’s 10% share of the net liabilities of 
diamond String as at 30 November 2007 of HK$2.0 million, the Shareholder 
Loan in the amount expected as of Completion of approximately HK$78.5 
million, and the release of goodwill arising from acquisition of additional 
interests in Diamond String by LSD Group of approximately HK$25.9 million); 
and (ii) the gain of approximately HK$45.7 million arising from the cross-
holding effect of LSD Group’s 34.52% equity interest in eSun, which in turn 
owns approximately 36.72% equity interest in LSD Group.

Upon Completion, LSD’s interest in Diamond String shall decrease from 60% to 
50% and Diamond String will cease to be a subsidiary of LSD Group. The results 
of Diamond String will no longer be consolidated into the consolidated income 
statement of LSD and will be accounted for by equity method.

(b) Net asset value

Upon Completion, Diamond String will cease to be a subsidiary of LSD Group 
and the assets and liabilities of Diamond String will no longer be consolidated 
into the consolidated accounts of LSD. The remaining 50% interest in Diamond 
String retained by LSD Group will be equity accounted for in LSD Group’s 
consolidated accounts as LSD Group’s interest in an associate. Given a gain 
is expected to be recorded in LSD Group for the disposal of 10% interest in 
Diamond String, the net asset value of LSD Group is expected to increase after 
Completion. However, the actual financial impact of the Disposal to LSD Group 
will be subject to the net asset value of Diamond String as at the date to which 
completion accounts are drawn up.

(c) Cashflow

Upon Completion, a cash inf low totaling HK$417.2 million, subject to 
adjustment, would be recorded by LSD Group, of which HK$34 million has been 
received by LSD Group upon the signing of the Agreement.
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(d) Working capital

LSD Group intends to use the net proceeds from the Disposal as general working 
capital of LSD Group. Therefore, the working capital of LSD Group would be 
enhanced upon Completion.

Having considered the aforementioned financial effects of the Disposal on LSD Group, 
including the expected gain in the Disposal, increase in net asset value, enhancement 
of cashflow and working capital of LSD Group, we consider that the Disposal is in the 
interests of LSD Group and the LSD Shareholders as a whole.

RECOMMENDATION

Having considered the principal factors and reasons stated above, we consider that the terms 
of the Agreement are on normal commercial terms and fair and reasonable so far as the LSD 
Shareholders are concerned and the Disposal is conducted in the ordinary and usual course 
of business and is in the interests of LSD and its shareholders as a whole. We therefore 
recommend the LSD Shareholders, as well as the Independent Board Committee to advise the 
LSD Shareholders, to vote in favour of the ordinary resolution to approve the Agreement and 
the transactions contemplated thereunder at the upcoming EGM.

Yours faithfully,
For and on behalf of

Hercules Capital Limited
Louis Koo Amilia Tsang

Managing Director Director
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1. INDEBTEDNESS

As at 31 December 2007, being the latest practicable date prior to the printing of this 
circular for the purpose of this indebtedness statement, the LSD Group had outstanding 
borrowings of approximately HK$2,254 million representing secured bank borrowings.

As at 31 December 2007, certain investment properties with carrying amounts 
of approximately HK$4,603 million, certain property, plant and equipment with 
carrying amounts of approximately HK$1,144 million and a prepaid land lease 
payment of approximately HK$30 million, certain properties under development of 
approximately HK$321 million and certain bank balances and time deposits with banks 
of approximately HK$130 million were pledged to banks to secure banking facilities 
granted to the LSD Group. In addition, certain shares in subsidiaries held by the LSD 
Group were also pledged to banks to secure loan facilities granted to the LSD Group. 
Certain shares of an associate held by the LSD Group were pledged to banks to secure 
loan facilities granted to an associate of the LSD Group. Certain shares of an investee 
company of LSD Group were pledged to banks to secure a loan facility granted to this 
investee company. The secured bank borrowings were also secured by f loating charges 
over certain assets held by the LSD Group.

As at 31 December 2007, the LSD Group had the following material contingent 
liabilities:

(a) In connection with the disposal (the “Transaction”) of 100% interests in 
Majestic Hotel and Majestic Centre, Kowloon, Hong Kong by Taiwa Land 
Investment Company Limited (“Taiwa”), an indirect 50% owned associate 
of the LSD Group, LSD, and the other 50% beneficial shareholder of Taiwa 
(collectively the “Covenantors”) entered into a tax deed (the “Tax Deed”) with 
the purchaser of the Transaction, and Majestic Hotel Enterprises Holding Limited 
and Majestic Centre Holding Limited and their subsidiaries (collectively the 
“Properties Holding Companies”) on 17 July 2007. Pursuant to the Tax Deed, the 
Covenantors severally agreed to indemnify the Properties Holding Companies 
against any taxation on profits levied by relevant tax authority in Hong Kong 
resulting from events happened prior to the completion of the Transaction for a 
maximum amount of HK$30,000,000. As such, the maximum liability of LSD 
under the Tax Deed is HK$15,000,000. The Tax Deed is valid for a period of 7 
years from the date of its execution.

(b) Pursuant to certain indemnity deeds dated 12 November 1997 entered into 
between LSD and Lai Fung Holdings Limited (“Lai Fung”), LSD has undertaken 
to indemnify Lai Fung in respect of certain potential PRC income tax and land 
appreciation tax (“LAT”) payable or shared by Lai Fung in consequence of the 
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disposal of any of the property interests attributable to Lai Fung through its 
subsidiaries and its associates as at 31 October 1997 (the “Property Interests”). 
These tax indemnities given by LSD apply in so far as such tax is applicable to 
the difference between (i) the value of the Property Interests in the valuation 
thereon by Chesterton Petty Limited, independent chartered surveyors, as at 31 
October 1997 (the “Valuation”); and (ii) the aggregate costs of such Property 
Interests incurred up to 31 October 1997, together with the amount of unpaid 
land costs, unpaid land premium and unpaid costs of resettlement, demolition 
and public utilities and other deductible costs in respect of the Property Interests. 
The indemnity deeds assume that the Property Interests are disposed of at the 
values attributed to them in the Valuation, computed by reference to the rates 
and legislation governing PRC income tax and LAT prevailing at the time of the 
Valuation.

 The indemnities given by LSD do not cover (i) new properties acquired by Lai 
Fung subsequent to the listing of the shares of Lai Fung on the Stock Exchange 
(the “Listing”); (ii) any increase in the relevant tax which arises due to an 
increase in tax rates or changes to the legislation prevailing at the time of the 
Listing; and (iii) any claim to the extent that provision for deferred tax on the 
revaluation surplus has been made in the calculation of the adjusted net tangible 
asset value of Lai Fung as set out in Lai Fung’s prospectus dated 18 November 
1997.

Save as aforesaid and apart from intra-group liabilities, the LSD Group did not, as at 
31 December 2007, have any material outstanding (i) debt securities, whether issued 
and outstanding, authorized or otherwise created but unissued or term loans, whether 
guaranteed, unguaranteed, secured (whether the security is provided by LSD or by 
third parties) or unsecured; (ii) other borrowings or indebtedness in the nature of 
borrowings including bank overdrafts and liabilities under acceptances (other than 
normal trade bills) or acceptance credits or hire purchase commitments, whether 
guaranteed, unguaranteed, secured or unsecured; (iii) mortgages or charges; or (iv) 
guarantees or other contingent liabilities.

The Directors are not aware of any material change in the indebtedness and contingent 
liability position of the LSD Group since 31 December 2007.

2.  FINANCIAL AND TRADING PROSPECTS

The LSD Group’s principal businesses include property development, property 
investment and investment in and operation of hotels and restaurants. The Company 
also owns an interest of approximately 34.52% in eSun, which is engaged in media, 
entertainment, music production and distribution, advertising agency services and the 
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development of the Cotai site in Macau SAR into a multi-purpose complex comprising 
retail, entertainment and world-class hotels in the name of “Macao Studio City”.

Property investment and development

The LSD Group continues to improve its tenant mix in its investment properties so as 
to strengthen its rental income base.

The LSD Group continues to build its portfolio in development properties as it invested 
in two new development projects, Wanchai Wood Road Project and Tai Po Road 
Project. The Group is also actively looking for new development projects which offer 
good investment returns.

Redevelopment of The Ritz-Carlton Hong Kong

Upon completion, LSD and CCB International Group Holdings Limited will own 
Diamond String on a 50:50 basis. Both parties, through Diamond String, will invest 
in the redevelopment of the site of The Ritz-Carlton Hong Kong into a grade-A office 
tower. The redeveloped office tower will become a landmark property in Central, Hong 
Kong.

The site of The Ritz-Carlton Hong Kong is situated at the prime location in Central, 
Hong Kong. The buildable gross f loor area for the redevelopment is approximately 
225,000 square feet. The redevelopment is expected to be completed in 2011 and the 
redeveloped office tower will become a landmark property in Central, Hong Kong. Part 
of the redeveloped property, upon its completion, will be used by China Construction 
Bank Corporation Limited as offices of its Hong Kong operations.

Hotel management

Following the disposal of interest in Majestic Hotel Kowloon and the anticipated 
redevelopment of The Ritz-Carlton Hong Kong, the LSD Group will only hold hotel 
ownership stakes in Caravelle Hotel Vietnam. In future, the LSD Group through its 
hotel management arm, Furama Hotels and Resorts International Limited (“FHRI”), 
will focus on managing hotel rooms and service apartments in the region, including 
Greater China and Vietnam. FHRI will utilize its expertise and hotel management 
knowledge with the intention to seek to sign new hotel management contracts in the 
region.
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3. WORKING CAPITAL

The Directors are of the opinion that, in the absence of any unforeseen circumstances 
and after taking into account available banking facilities and internal resources of the 
LSD Group, the LSD Group has sufficient working capital for its present requirements 
for at least the next 12 months from the date of this circular.
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The following is the text of a letter and valuation certificate, prepared for the purpose of 
incorporation in this circular received from Savills Valuation and Professional Services 
Limited, an independent valuer, in connection with its valuation as at 31 January 2008 of the 
relevant property.

The Directors
Lai Sun Development Company Limited
11th Floor
Lai Sun Commercial Centre
680 Cheung Sha Wan Road
Kowloon 

22 February 2008
Dear Sirs,

Re: The Ritz-Carlton Hong Kong, 3 Connaught Road Central, Hong Kong

In accordance with your instructions for us to value the above captioned property, we confirm 
that we have caused land searches at the Land Registry and made relevant enquiries and 
investigations as we consider necessary for the purpose of providing you with our opinion of 
the market value of the captioned property on redevelopment basis as at 31 January 2008 for 
public circular purposes.

Our valuation is our opinion of the market value of the property concerned which we would 
define as intended to mean “the estimated amount for which a Property should exchange 
on the date of valuation between a willing buyer and a willing seller in an arm’s-length 
transaction after proper marketing wherein the parties had each acted knowledgeably, 
prudently and without compulsion”.

The market value is the best price reasonably obtainable in the market by the seller and the 
most advantageous price reasonably obtainable in the market by the buyer. This estimate 
specifically excludes an estimated price inflated or deflated by special terms or circumstances 
such as atypical financing, sale and leaseback arrangements, joint ventures, management 
agreements, special considerations or concessions granted by anyone associated with the sale, 
or any element of special value. The market value of a property is also estimated without 
regard to costs of sale and purchase, and without offset for any associated taxes.
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Our valuation is prepared in accordance with The HKIS Valuation Standards on Properties 
(1st Edition 2005) published by the Hong Kong Institute of Surveyors and in compliance with 
the requirements of Chapter 5 of Listing Rules published by the Stock Exchange of Hong 
Kong.

We have valued the property in its existing state with reference to sales evidence as available 
on the market and on a redevelopment basis assuming that all necessary approvals for 
redevelopment will be obtained from the relevant Government authorities without onerous 
restrictions.

We have not been provided with any title document relating to the property but we have 
caused searches to be made at the Land Registry. We have not, however, inspected the 
original documents to verify ownership or to ascertain the existence of any amendment which 
does not appear on the copies obtained by us.

We have relied to a very considerable extent on information given by you and have accepted 
advice given to us on such matters as planning approvals or statutory notices, easements, 
tenure, occupancy, development proposal, site and f loor areas and all other relevant matters. 
Dimensions, measurements and areas included in the valuation certificate are based on 
information contained in the documents provided to us and are therefore only approximations.

We have inspected the exterior of the property but we have not carried out investigations 
on site to determine the suitability of the ground conditions and services etc for future 
redevelopment. Our valuation is prepared on the assumption that these aspects are satisfactory 
and that no extraordinary expenses or delays will be incurred during construction period. We 
have not been able to carry out detailed site measurements to verify the correctness of the site 
area of the property and we have assumed that the site area shown on the documents handed 
to us is correct.

No allowance has been made in our valuation for any charges, mortgages or amounts owing 
on the property nor for any expenses or taxation which may be incurred in effecting a 
sale. Unless otherwise stated, it is assumed that the property is free from encumbrances, 
restrictions and outgoings of an onerous nature which could affect its value.

We enclose herewith our valuation certificate.

Yours faithfully
For and on behalf of

Savills Valuation and Professional Services Limited
Charles C K Chan

MSc FRICS FHKIS MCIArb RPS (GP)
Managing Director

Note: Mr. Charles C K Chan, chartered estate surveyor, MSc, FRICS, FHKIS, MCIArb, RPS(GP), has been a 
qualified valuer since June 1987 and has about 23 years experience in the valuation of properties in Hong 
Kong
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VALUATION CERTIFICATE

Property Description and tenure Particulars of occupancy

Market value on 
redevelopment 

basis as at
31 January 2008

The Ritz-Carlton Hong 
Kong, 3 Connaught 
Road Central, Hong 
Kong

Inland Lot No. 8736.

T h e  p r o p e r t y  c o m p r i s e s  a 
rectangular level site with frontages 
onto Con naught Road Cent ra l , 
Chater Road and Club Street. The 
registered site area of the property 
is approximately 1,390 sq m (14,962 
sq ft).

Currently standing on the property 
i s  a  2 8 - s t o e r y  ( i n c l u d i n g  3 
mechanical f loors) plus 4 basement 
levels hotel building completed in 
1992. The building accommodates 
a total of 216 guest rooms and 
a n c i l l a r y  f o o d  a n d  b e v e r a g e 
outlets, retail shops, recreational 
and back-of-house facilities. The 
gross f loor area of the building 
is approximately 17,347.9 sq m 
(186,733 sq ft).

The proper ty is proposed to be
redeveloped into a commercial /
office building with a total gross 
f loor area of about 20,850 sq m 
(224,430 sq ft). No detailed deve-
lopment plans have been formulated 
yet.

Inland Lot No. 8736 is held under 
a Government lease for a term 
com menci ng on 28 Ju ne 1989 
and expi r ing on 30 June 2047. 
The current Government rent for 
the property is HK$1,438,740 per 
annum.

The hotel operation of the 
proper ty has been ceased 
and the property is valued 
on vacant possession basis.

HK$3,500,000,000

Notes:

(1) The registered owner of the property is Diamond String Limited.

(2) The property is subject to a Debenture incorporating a mortgage and a f loating charge dated 2 August 1993 
in favour of The Hongkong Shanghai Banking Corporation Limited.

(3) The property lies within an area zoned “Commercial” under Central District Outline Zoning Plan.

(4) The user restriction under the Government lease of the property is for non-industrial (excluding godown, 
residential and public car park but including hotel and service apartments) purposes.

(5) Our valuation is prepared on the assumption that the subject site is to be redeveloped into a commercial/
office complex.
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1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the 
purpose of giving information with regard to LSD. The Directors collectively and 
individually accept full responsibility for the accuracy of the information contained in 
this circular and confirm, having made all reasonable enquiries, that to the best of their 
knowledge and belief, there are no other facts not contained herein the omission of 
which would make any statement contained in this circular misleading.

2. DISCLOSURE OF INTERESTS OF DIRECTORS OR CHIEF EXECUTIVE OF 
LSD

As at the Latest Practicable Date, the following Directors and the chief executive 
of LSD were interested, or were deemed to be interested, in the following shares, 
underlying shares and debentures of LSD and its associated corporations (within the 
meaning of Part XV of the SFO which would be required to be (i) notified to LSD and 
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO; or (ii) entered 
into the register kept by LSD pursuant to Section 352 of the SFO (the “Register”); 
or (iii) notified to LSD and the Stock Exchange pursuant to the Code for Securities 
Transactions by Directors adopted by LSD:

(a) LSD

Long positions in LSD Shares
Name of
 Director

Personal 
Interests 

Family 
Interests

Corporate 
Interests

Other
Interests Capacity Total Percentage

Lam Kin Ngok,
 Peter

10,099,585 Nil 1,582,869,192
(Note 1)

Nil Beneficial
owner

1,592,968,777 11.25%

Lau Shu Yan,
 Julius

1,200,000 Nil Nil 60,000,000 
(Note 3)

Beneficial
owner

61,200,000 0.43%

U Po Chu
 (Note 2)

633,400 Nil Nil Nil Beneficial
owner

633,400 0.004%

Notes:

(1) Lai Sun Garment (International) Limited (“LSG”) and its wholly-owned subsidiary 
beneficially owned 1,582,869,192 LSD Shares. Mr. Lam Kin Ngok, Peter was deemed 
to be interested in such LSD Shares by virtue of his personal and deemed interest in 
approximately 37.69% of the issued share capital of LSG.

(2) Madam U Po Chu is the widow of the late Mr. Lim Por Yen, whose estate includes an 
interest of 197,859,550 LSD Shares.
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(3) A share option scheme was adopted by LSD on 22 December 2006 and commenced with 
effect from 29 December 2006, and will remain in force for a period of 10 years. Options 
granted to the above Director as at the Latest Practicable Date are set out below:

Name Date of Grant
Number of

Share Option Option Period 
Subscription 

Price 

Lau Shu Yan, Julius 19/1/2007 15,000,000 19/1/2007 — 
31/12/2010

HK$0.45

19/1/2007 15,000,000 19/1/2007 — 
31/12/2010

HK$0.55

19/1/2007 15,000,000 19/1/2007 — 
31/12/2010

HK$0.65

19/1/2007 15,000,000 19/1/2007 — 
31/12/2010

HK$0.75

(b) Associated Corporation— eSun

Long positions in the shares
Name of
 director

Personal 
Interests 

Family 
Interests

Corporate 
Interests

Other
Interests Capacity Total Percentage

Lam Kin Ngok, 
Peter

1,862,962 Nil Nil 5,588,887 
(Note)

Beneficial 
owner

7,451,849 0.90%

Cheung Wing 
Sum, Ambrose

1,862,962 Nil Nil 5,588,887 
(Note)

Beneficial 
owner

7,451,849 0.90%

Note:

An employee share option scheme was adopted by eSun on 23 December 2005 and commenced 
with effect from 5 January 2006, and will remain in force for a period of 10 years. Options granted 
to the above Directors as at the Latest Practicable Date are set out below:

Name
Date of 

Grant

Number 
of Share 

Option Option Period 

Subscription
Price

per Share 

Lam Kin Ngok, Peter 24/02/2006 1,862,962 01/01/2008—31/12/2008 HK$4.25 
24/02/2006 1,862,962 01/01/2009—31/12/2009 HK$4.50 
24/02/2006 1,862,963 01/01/2010—31/12/2010 HK$4.75 

Cheung Wing Sum, Ambrose 24/02/2006 1,862,962 01/01/2008—31/12/2008 HK$4.25 
24/02/2006 1,862,962 01/01/2009—31/12/2009 HK$4.50 
24/02/2006 1,862,963 01/01/2010—31/12/2010 HK$4.75 

Save as disclosed above, as at the Latest Practicable Date, none of the Directors 
and chief executive of LSD were interested, or were deemed to be interested in 
the long and short positions in the shares, underlying shares of equity derivatives 
and debentures of LSD or any associated corporation which were required to be 
notified to LSD and the Stock Exchange or recorded in the Register as aforesaid.
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3. SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’ INTEREST

So far as is known to the Directors and chief executive of LSD, as at the Latest 
Practicable Date, the following persons, one of whom is a Director, had an interest in 
the following long and short positions in the shares and underlying shares of equity 
derivatives of LSD which would fall to be disclosed to LSD under the provisions of 
Divisions 2 and 3 of Part XV of the SFO:

Long positions in LSD Shares

Name Capacity Nature
Number of

LSD Shares Percentage

eSun Owner of controlled 
corporation

Corporate 5,200,000,000 36.72% 

Lai Sun Garment (International) Limited (“LSG”) Beneficial owner Corporate 1,582,869,192 11.18%
(Note 1)

Lam Kin Ngok, Peter Beneficial owner Personal and
 corporate

1,592,968,777 11.25%
(Note 1)

Nice Cheer Investment Limited (“Nice Cheer”) Beneficial owner Corporate 781,346,935 5.52%
Xing Feng Investments Limited (“Xing Feng”) Owner of controlled 

corporation
Corporate 781,346,935 5.52%

(Note 2)
Chen Din Hwa Owner of controlled 

corporation
Corporate 1,047,079,435 7.39%

(Note 3)
Chen Yang Foo Oi Interest of spouse Family 1,047,079,435 7.39%

(Note 4)
IGM Financial Inc.
 (“IGM”)

Owner of controlled 
corporation

Corporate 1,150,000,000 8.12%

Power Financial
Corporation (“Power F”)

Owner of controlled 
corporation

Corporate 1,150,000,000 8.12%
(Note 5)

Power Corporation of
 Canada (“Power C”)

Owner of controlled 
corporation

Corporate 1,150,000,000 8.12%
(Note 5)

Gelco Enterprises Limited (“Gelco”) Owner of controlled 
corporation

Corporate 1,150,000,000 8.12%
(Note 5)

Nordex Inc. (“Nordex”) Owner of controlled 
corporation

Corporate 1,150,000,000 8.12%
(Note 5)

Paul G. Desmarais Owner of controlled 
corporation

Corporate 1,150,000,000 8.12%
(Note 5)

Peter Cundill & Associates (Bermuda) Limited Investment Manager Corporate 903,108,000 6.37%

Notes:

1. LSG and its wholly-owned subsidiary beneficially owned 1,582,869,192 LSD Shares. Mr. Lam Kin 
Ngok, Peter was deemed to be interested in such LSD Shares by virtue of his personal and deemed 
interest in approximately 37.69% of the issued share capital of LSG.
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2. Xing Feng was taken to be interested its 781,346,935 LSD Shares beneficially owned by Nice 
Cheer due to its corporate interests therein.

3. Mr. Chen Din Hwa was taken to be interested in 781,346,935 LSD Shares by virtue of his corporate 
interests in Nice Cheer. In addition, Mr. Chen was taken to be interested in the 265,732,500 LSD 
Shares owned by Absolute Gain Trading Limited by virtue of his controlling interest therein.

4. Madam Chen Yang Foo Oi was deemed to be interested in 1,047,079,435 LSD Shares by virtue of 
the interest in such LSD Shares of her spouse, Mr. Chen Din Hwa.

5. Power F was deemed to be interested in 1,150,000,000 LSD Shares by virtue of its corporate 
interest in IGM.

 Power C was deemed to be interested in 1,150,000,000 LSD Shares by virtue of its corporate 
interest in Power F.

 Gelco was deemed to be interested in 1,150,000,000 LSD Shares by virtue of its corporate interest 
in Power C.

 Nordex was deemed to be interested in 1,150,000,000 LSD Shares due to its corporate interest in 
Gelco.

 Mr. Paul G. Desmarais was taken to be interested in 1,150,000,000 LSD Shares by virtue of his 
corporate interest in Nordex.

As at the Latest Practicable Date, so far as was known to the Directors and chief 
executive of LSD, the following persons (other than Directors or chief executive of 
LSD) were, directly or indirectly, interested in 10% or more of the nominal value of 
any class of share capital (including any options in respect of such capital) carrying 
rights to vote in all circumstances at general meetings of any other member of the LSD 
Group:

Name of member of the LSD Group Name of the shareholder
Approximate 

percentage

Chang Jet Realty Limited Chien Tak Hsin, James 20%
Diamond String CCB Properties Holdings 

Limited
40%

Porchester Assets Limited Keck Seng Investments 
(Hong Kong) Limited

49%

Chains Caravelle Hotel Joint Venture 
Company Limited

Saigontourist Holding Company 49%

Star Winner Development Limited Joyride Enterprise Limited 10%
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Save as disclosed above, as at the Latest Practicable Date, the Directors and chief 
executive of LSD were not aware of any other person who had an interest or short 
position in the shares or underlying shares of LSD which would fall to be disclosed 
to LSD under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who was 
directly or indirectly, interested in 10% or more of the nominal value of any class of 
share capital carrying rights to vote in all circumstances at general meetings of any 
other member of the LSD Group or had any options in respect of such capital.

4. COMPETING INTEREST

As at the Latest Practicable Date, the following Directors are considered to have 
interests in the businesses which compete or are likely to compete, either directly or 
indirectly, with the business of the LSD Group pursuant to the Listing Rules:

Mr. Lam Kin Ngok, Peter, Mr. Lam Kin Ming and Madam U Po Chu held interests and/
or directorships in companies engaged in the businesses of property investment and 
development in Hong Kong.

Mr. Lam Kin Ngok, Peter and Madam U Po Chu held interests and/or directorships in 
companies engaged in the business of investment in and the operation of restaurants in 
Hong Kong.

In view of the different target customers, different locations and uses of the properties 
owned by the above companies and those of the LSD Group, the Directors do not 
consider the personal interests held by the abovementioned Directors to compete in 
practice with the relevant businesses of the LSD Group.

As the Board is independent from the boards of the aforesaid companies and none of 
the above Directors can control the Board, the LSD Group is capable of carrying on its 
businesses independent of, and at arm’s length from, the businesses of such companies.

Save as disclosed above and as at the Latest Practicable Date, none of the Directors or 
their respective associates was interested in, apart from the LSD Group’s businesses, 
any business which competes or is likely to compete, either directly or indirectly, with 
the businesses of the LSD Group.

5. DIRECTORS’ SERVICE CONTRACTS

(a) Service Contracts

As at the Latest Practicable Date, none of the Directors had any existing or 
proposed service contract with any member of the LSD Group which was not 
expiring or determinable by the employer within one year without payment of 
compensation, other than statutory compensation.
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(b) Assets of the Group

As at the Latest Practicable Date, none of the Directors had any interest, direct 
or indirect, in any assets which have, since 31 July 2007 (being the date to which 
the latest published audited consolidated financial statements of LSD were made 
up), been acquired or disposed of by, or leased to, LSD or any member of the 
LSD Group, or were proposed to be acquired or disposed of by, or leased to, LSD 
or any member of the LSD Group.

(c) Contracts of the Group

As at the Latest Practicable Date, none of the Directors was materially interested 
in any contract or arrangement entered into by any member of the LSD Group 
subsisting at such date and which is significant in relation to the business of the 
LSD Group.

6. LITIGATION

No member of the LSD Group is engaged in any litigation or claim of material 
importance and, so far as the Board is aware, no litigation or claim of material 
importance is pending or threatened against any member of the LSD Group.

7. MATERIAL CONTRACTS

The following contracts (not being contracts in the ordinary course of business) have 
been entered into by LSD or any of its subsidiaries within the two years immediately 
preceding the Latest Practicable Date and are or may be material:

a. a shareholders agreement dated 5 September 2006 entered into between 
Key Point Profits Limited, a wholly-owned subsidiary of LSD, and Pine 
Capital Investments Limited relating to the establishment and management 
of Lucky Result Limited as their joint venture vehicle for the acquisition and 
redevelopment of the property situated at Wood Road, Hong Kong;

b. a placing agreement dated 17 November 2006 entered into between LSD and 
J.P. Morgan Securities (Asia Pacific) Limited in relation to the placing of 
1,416,000,000 new shares of LSD at $0.36 per share;

c. a memorandum dated 25 January 2007 entered into between Surearn Profits 
Limited, a wholly-owned subsidiary of LSD, and Superb Power Limited for the 
sale and purchase of 10% of the entire issued share capital of and shareholder’s 
loan to Diamond String Limited for a total consideration of $211.1 million;
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d. a memorandum dated 16 April 2007 entered into between Surearn Profits 
Limited, a wholly-owned subsidiary of LSD, and S.C. Fang & Sons Company 
Limited for the sale and purchase of 278 fully paid up ordinary shares in 
Diamond String Limited together with the benefits of the relevant shareholder’s 
loan owed by Diamond String Limited for a consideration of $77,604,000, subject 
to adjustment;

e. an agreement dated 21 May 2007 entered into between Taiwa Land Investment 
Company Limited, Majestic Grand Investment Holding Limited, LSD and E. 
Lite (Choi’s) Holdings Limited relating to the sale and purchase of the entire 
share capitals of Majestic Hotel Enterprises Holding Limited and Majestic Centre 
Holding Limited for a total consideration of $1.69 billion, subject to adjustment;

f. a deed of indemnity dated 17 July 2007 in respect of taxation entered into 
between Taiwa Land Investment Company Limited, LSD, E. Lite (Choi’s) 
Holdings Limited, Majestic Grand Investment Holding Limited, Majestic Hotel 
Enterprises Holding Limited, Majestic Centre Holding Limited, Majestic Hotel 
Enterprises Limited, Majestic Centre Limited;

g. a memorandum dated 24 July 2007 entered into between Surearn Profits Limited, 
a wholly-owned subsidiary of LSD, and Bestway International Inc. for the sale 
and purchase of 200 fully paid ordinary shares in Diamond String Limited 
together with the benefits of the relevant shareholder’s loan owed by Diamond 
String Limited for a total consideration of $62 million;

h. an agreement dated 7 November 2007 entered into between, among others, 
Surearn Profits Limited, a wholly-owned subsidiary of LSD, LSD and CCB 
International Group Holdings Limited for the sale and purchase of, among 
others, a 16.57% of the entire issued share capital of and loan to Diamond String 
Limited for a total consideration of $567.1 million, subject to adjustment;

i. an indemnity deed dated 17 December 2007 in respect of taxation entered into 
between Surearn Profits Limited, a wholly-owned subsidiary of LSD, Kailey 
Enterprises Limited, Nian Sheng Investments Limited, Honour Fair Inc. and CCB 
International Group Holdings Limited; and

j. an agreement dated 30 January 2008 entered into between Surearn Profits 
Limited, a wholly-owned subsidiary of LSD, LSD and CCB International Group 
Holdings Limited for the sale and purchase of a further 10% interest in Diamond 
String Limited for a total consideration of $417.2 million, subject to adjustment.
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8. GENERAL

(a) The secretary of LSD is Mr. Yeung Kam Hoi, who is an Associate Member of 
the Institute of Chartered Secretaries and Administrators and The Hong Kong 
Institute of Chartered Secretaries and a member of Hong Kong Securities 
Institute.

(b) The qualified accountant of LSD is Mr. Sze Ka Ming, who is a member of the 
Association of Chartered Certified Accountants and a member of the Hong Kong 
Institute of Certified Public Accountants.

(c) LSD’s registered office is situated at 11/F, Lai Sun Commercial Centre, 680 
Cheung Sha Wan Road, Kowloon, Hong Kong.

(d) The share registrar and transfer office of LSD is Tricor Tengis Limited at 26th 
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong.

(e) The English text of this circular shall prevail over the Chinese text in the case of 
inconsistency.

9. QUALIFICATIONS OF EXPERTS

The following are the qualifications of the experts who has given an opinion or advice 
which is contained in the circular (“Experts”):

Name Qualification

Hercules Capital Limited A corporation licensed under the SFO to conduct 
type 6 regulated activities (advising on corporate 
finance)

Savills Valuation and Property valuer
 Professional Services Limited 

10. EXPERTS’ INTERESTS IN ASSETS

Each of the Experts has confirmed that as at the Latest Practicable Date it does not 
have any shareholding in any member of the LSD Group or any of its subsidiaries or 
any right (whether legally enforceable or not) to subscribe for or to nominate persons to 
subscribe for any securities in any member of the LSD Group.
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Each of the Experts has further confirmed that as at the Latest Practicable Date it does 
not have any direct or indirect interests in any assets or any securities of any member 
of the LSD Group which have since 31 July 2007 (being the date of which the latest 
published audited accounts of LSD were made up) been acquired or disposed of by, or 
leased to, LSD or any member of the LSD Group, or which are proposed to be acquired 
or disposed of by, or leased to, LSD or any member of the LSD Group.

11. CONSENT OF EXPERTS

Each of the Experts has given and has not withdrawn its written consent to the issue of 
this circular with the inclusion herein of its letter and/or references to its name in the 
form and context in which it appears.

12. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material adverse 
change in the financial or trading position of LSD since 31 July 2007, being the date of 
the latest published audited financial statements of LSD.

13. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during the normal 
business hours at 11th Floor, Lai Sun Commercial Centre, 680 Cheung Sha Wan Road, 
Kowloon, Hong Kong on any weekday, except public holidays, from the date of this 
circular until the day of the EGM:

(a) this circular;

(b) the Agreement;

(c) the memorandum and articles of association of LSD;

(d) the letter from the Independent Board Committee, the text of which is set out on 
pages 12 to 13 of this circular;

(e) the letter from Hercules Capital Limited, the text of which is set out on pages 14 
to 22 of this circular;

(f) the valuation report from Savills Valuation and Professional Services Limited, 
the text of which is set out in Appendix II of this circular;

(g) the annual reports of LSD for the years ended 31 July 2005, 2006 and 2007;
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(h) a copy of the discloseable transaction circular issued by LSD on 29 November 
2007 in relation to the disposal of a 16.57% interest in Diamond String;

(i) a copy of the discloseable transaction circular issued by LSD on 13 June 2007 
in relation to the disposal by Taiwa Land Investment Company Limited, a 50% 
owned associate of LSD, of the entire issued share capitals of Majestic Hotel 
Enterprises Holding Limited and Majestic Centre Holding Limited;

(j) a copy of the discloseable and connected transaction circular issued by LSD on 
16 February 2007 in relation to the acquisition of a 10% interest in Diamond 
String;

(k) the material contracts referred to in the section headed “Material contracts” in 
this Appendix III; and

(l) the written consents from the Experts referred to in the section “Consents of 
experts” in this Appendix III.
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(Stock Code: 488)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of Lai Sun 
Development Company Limited (“LSD”) will be held at Salon 6, JW Marriott Ballroom, 
Level 3, JW Marriott Hotel Hong Kong, Pacific Place, 88 Queensway, Hong Kong on 
Tuesday, 18 March 2008 at 9:30 a.m. for the purpose of considering and, if thought fit, 
passing the following resolution:

Ordinary Resolution

“THAT:

(i) the agreement entered into by Surearn Profits Limited (as vendor), LSD (as assignor) 
and CCB International Group Holdings Limited (as purchaser) on 30 January 2008 
(the “Agreement”), a copy of which is produced to the meeting marked “A” and signed 
by the chairman of the meeting for the purpose of identification, in relation to the 
sale and purchase of 10% of the existing share capital of and shareholder’s loan to 
Diamond String Limited, and any other agreements and documents and all transactions 
contemplated thereunder and in connection therewith be and are hereby approved, 
confirmed and/or ratified; and

(ii) any one Director of LSD, or any two Directors of LSD if the affixation of the common 
seal is necessary, be hereby authorized to sign and execute all such documents, deeds, 
instruments and agreements, to do all such acts, matters and things, and to take all 
such steps as he/they may consider necessary, desirable or expedient to give effect to or 
in connection with the Agreement or any of the transactions contemplated thereunder 
and all matters incidental thereto.”

By Order of the Board
Lai Sun Development Company Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 22 February 2008
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Registered Office:
11th Floor, Lai Sun Commercial Centre
680 Cheung Sha Wan Road
Kowloon
Hong Kong

Notes:

(a) A member entitled to attend and vote at the extraordinary general meeting is entitled to appoint one or 
more proxies to attend and, on a poll, vote on his behalf. A proxy need not be a member of LSD.

(b) Where there are joint registered holders of any share in LSD, any one of such persons may vote at the 
extraordinary general meeting, either in person or by proxy, in respect of such share as if he were solely 
entitled thereto, but if more than one of such joint holders is present at the extraordinary general meeting, 
personally or by proxy, that one of such holders so present whose name stands first in the register of 
members of LSD in respect of such share shall alone be entitled to vote in respect thereof.

(c) The form of proxy, together with the power of attorney or other authority (if any) under which it is signed, 
or a notarially certified copy thereof, must be deposited with LSD’s share registrar, Tricor Tengis Limited, 
at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours before 
the time appointed for holding the extraordinary general meeting or adjourned meeting (as the case may 
be) and in default the proxy shall not be treated as valid. Completion and return of the form of proxy shall 
not preclude members from attending and voting in person at the extraordinary general meeting or at any 
adjourned meeting should they so wish.
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