
RELATIONSHIP BETWEEN PARTIES
As announced jointly by the Company, LSG and eSun on the Completion Date, the Company completed
a Debt Settlement on the Completion Date. Prior to the Completion Date, LSG was interested in
approximately 42.25% in the issued share capital of the Company and 54.93% in the issued share
capital of Crocodile. After the Completion Date and as a result of the Debt Settlement, LSG’s interest
in the Company was reduced from approximately 42.25% to approximately 12.42% and therefore
remains as a substantial shareholder of the Company, and continues to own approximately 54.93% in
Crocodile. In view of the above shareholding relationship, since Crocodile was and is an associate of
a substantial shareholder of the Company and thus a connected person of the Company before and
after the Completion Date, any transaction between the Company and Crocodile constitutes a connected
transaction of the Company whether the transaction was entered into prior to or after the Completion
Date.
Their relationship before and after the Completion Date can be illustrated by the following group
structure charts:
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DETAILS OF THE TENANCY AGREEMENT
Prior to the Completion Date, the Company entered into the Tenancy Agreement with Crocodile. The
principal terms of the Tenancy Agreement are as follows:
Date : 24 September 2003
Parties : Crocodile, as tenant

the Company, as landlord
Premises : Unit 1001, 10th Floor, Lai Sun Commercial Centre, 680 Cheung Sha Wan

Road, Kowloon, Hong Kong
Lettable Area : 20,270 square feet
Term : three (3) years commencing from 1 October 2003 and expiring on 30 September

2006 (both days inclusive)
Rent : HK$137,836 per calendar month (exclusive of rates, government rent, air-

conditioning and management charges and other outgoings) payable monthly
in advance without any deductions on the first day of each calendar month

Air-conditioning : HK$64,864 per calendar month payable to the landlord monthly in advance
charges and on the first day of each month
management fee

REASONS FOR THE CONTINUING CONNECTED TRANSACTION
The entering into of the Tenancy Agreement enabled the Company to obtain steady return of rental
income in respect of the premises leased in view of Crocodile being a quality tenant. The terms of the
Tenancy Agreement were determined after arm’s length negotiations between the parties and after
making reference to the open market rents payable for comparable premises in the Building.
The Directors (including independent non-executive Directors) were of the opinion that the Tenancy
Agreement was entered into (i) in the ordinary and usual course of business of the Group; (ii) on
normal commercial terms after arm’s length negotiations between the parties; and (iii) on terms that
are fair and reasonable and in the interests of the Company and its shareholders as a whole.
GENERAL
The Company is a holding company with interests in subsidiaries and associates. The principal activities
of the Group include property investment, property development for sale, investment in and operation
of hotels and restaurants and investment holding. The principal activities of the associates of the
Company include media, entertainment, film and music production and distribution, satellite television
operations and advertising agency services.
The principal activities of Crocodile are manufacture and sale of garments and property investment
and letting.
The Tenancy Agreement constituted a connected transaction for LSD that did not qualify as a de
minimis transaction under Chapter 14 of the old Listing Rules in effect when the Tenancy Agreement
was signed. As the aggregate annual rental represented less than the higher of HK$10,000,000 and 3%
of the net tangible assets of the Company, information relating to the Tenancy Agreement were
required to be disclosed by the Company by way of a press announcement and in its annual report
pursuant to Rule 14.25 of Chapter 14 of the old Listing Rules. As the Company did not make
announcement of the Tenancy Agreement and did not include details of the Tenancy Agreement in its
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CONTINUING CONNECTED TRANSACTION

Reference is made to the Company’s announcement dated 7 December 2004 relating to the completion of the Debt Settlement. Prior to the completion of the Debt Settlement on 7 December 2004, LSG was a
substantial shareholder of the Company which also owned approximately 54.93% interest in Crocodile. Hence, Crocodile was an associate of a substantial shareholder of the Company and thus a connected
person of the Company. Upon the completion of the Debt Settlement, LSG’s shareholding interest in LSD was reduced from approximately 42.25% to approximately 12.42% and therefore remains as a
substantial shareholder of the Company, and continues to own approximately 54.93% in Crocodile. Accordingly, Crocodile remains a connected person of the Company after the Completion Date.

This Board wishes to inform the shareholders that on 24 September 2003, the Company entered into a Tenancy Agreement with Crocodile which constituted a connected transaction for LSD that did not
qualify as a de mimimis transaction under Chapter 14 of the old Listing Rules in effect when the Tenancy Agreement was signed. As the aggregate annual rental represented less than the higher of
HK$10,000,000 and 3% of the net tangible assets of the Company, information relating to the Tenancy Agreement were required to be disclosed by the Company by way of a press announcement and in its
annual report pursuant to Rule 14.25 of Chapter 14 of the old Listing Rules. As the Company did not make announcement of the Tenancy Agreement and did not include details of the Tenancy Agreement in its
2003-2004 Annual Report in accordance with Rule 14.25 of Chapter 14 of the old Listing Rules, the Company is considering the matter and reviewing its position as to whether there has been a breach of
Chapter 14 of the old Listing Rules. The Stock Exchange reserves the right to seek appropriate steps against the Company and its Directors in this respect.

As the Tenancy Agreement is still subsisting, the Company wishes to make disclosure in this announcement in respect of the principal terms of the Tenancy Agreement which is expected to be a continuing
connected transaction of the Company under Rule 14A.34 of the Listing Rules. As the rental payable under the Tenancy Agreement, on an annual aggregate basis, does not exceed 2.5% of the applicable
percentage ratios under the Listing Rules, no independent shareholders’ approval is required.

2003-2004 Annual Report in accordance with Rule 14.25 of Chapter 14 of the old Listing Rules, the
Company is considering the matter and reviewing its position as to whether there has been a breach of
Chapter 14 of the old Listing Rules. The Stock Exchange reserves the right to seek appropriate steps
against the Company and its Directors in this respect.

At the time when the Tenancy Agreement was entered into on 24 September 2003, no announcement
had been made by the Company in respect of the terms of the Tenancy Agreement in accordance with
the requirements of Chapter 14 of the old Listing Rules because the Company was focusing on the
Debt Settlement at that time. Since the Debt Settlement had a significant impact on the future of the
Group and the viability and future of the Group hinged on the outcome of its negotiations with its
bondholders and creditors in relation to the Debt Settlement, the Group gave the matter its fullest
attention at all levels. The Company realized that it did not announce the terms of the Tenancy
Agreement during a review of its records on continuing connected transactions in preparation for the
annual audit for the financial year ended 31 July 2005. However, details of the Tenancy Agreement
had already been disclosed to shareholders of the Company in the 2004-2005 Annual Report of the
Company dated 18 November 2005 under the paragraph headed “Continuing Connected Transactions”
in the section headed “Report of the Directors” in compliance with Rule 14A.45 of the Listing Rules.

As the Tenancy Agreement is still subsisting and no announcement had been made in respect of the
terms of the Tenancy Agreement for the above reasons, the Company makes disclosure in this
announcement in respect of the principal terms of the Tenancy Agreement which is expected to be a
continuing connected transaction of the Company under Rule 14A.34 of the Listing Rules. Based on
the agreed rental under the Tenancy Agreement on an annual basis, it is expected that on an annual
basis the relevant percentage ratios under the current Listing Rules are less than 2.5%, the Tenancy
Agreement therefore constitutes a continuing connected transaction of the Company under Rule 14A.34
of the current Listing Rules and is therefore subject to reporting and announcement requirements
under the current Listing Rules, but no independent shareholders’ approval is required.

The aggregate annual rental (exclusive) paid and/or payable by Crocodile to LSD for each of the
financial years ended 31 July 2004, 2005, 2006 and 2007 will be subject to the cap amounts of
HK$1,400,000, HK$1,700,000, HK$1,700,000 and HK$300,000 respectively. The cap amounts are
determined with reference to the monthly rent of HK$137,836, excluding monthly air-conditioning
charges and management fee of HK$64,864 payable to the Company as landlord of the Premises.

DEFINITIONS
Unless otherwise defined, the following expressions have the following meanings in this announcement:

“associates” has the meaning ascribed to it under the Listing Rules

“Board” the board of Directors

“Building” Lai Sun Commercial Centre, 680 Cheung Sha Wan Road, Kowloon, Hong
Kong

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

“Completion Date” 7 December 2004, the date on which the Debt Settlement was completed

“connected person” has the meaning ascribed to it under the Listing Rules

“Crocodile” Crocodile Garments Limited, a company listed on the Main Board of the
Stock Exchange (Stock Code 0122)

“Debt Settlement” a debt settlement completed by the Company with its creditors, detailed
information of which was contained in the Company’s circular dispatched to
its shareholders on 15 September 2004

“Directors” the directors of the Company

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

“Group” the Company and its subsidiaries

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“Hong Kong” the Hong Kong Special Administrative Region of the People’s Republic of
China

“LSG” Lai Sun Garment International Limited, a company listed on the Main Board
of the Stock Exchange (Stock Code 0191)

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

“Premises” Unit 1001, 10th Floor of the Building

“Tenancy Agreement” a tenancy agreement entered into between LSD and Crocodile on 24 September
2003 pursuant to which LSD has leased the Premises to Crocodile

“Stock Exchange” the Stock Exchange of Hong Kong Limited

“%” per cent.

By Order of the Board
Lai Sun Development Company Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 16 February 2006

As at the date of this announcement, the executive Directors of the Company are Mr. Lam Kin Ngok,
Peter, Mr. Lau Shu Yan, Julius, Mr. Tam Kin Man, Kraven and Mr. Cheung Wing Sum, Ambrose; the
non-executive Directors are Mr. Lam Kin Ming and Madam U Po Chu and the independent non-
executive Directors are Mr. David Tang, Mr. Lam Bing Kwan and Mr. Leung Shu Yin, William.


