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ANNOUNCEMENT
MAJOR TRANSACTION

Reduction of indebtedness by way of transfer of part

of LSD’s interest in the 1 Connaught Road Central redevelopment

The board of directors of LSD announces that, on 21st March, 2003, LSD’s wholly-owned subsidiary, Peakflow, entered into the Bayshore Agreement with Grand Design to effect a reduction of indebtedness in the principal amount of
HK$416.7 million owing to Grand Design, a company jointly owned by Somerset Mall and AIA. The debt reduction has been effected by means of a transfer by Peakflow, to Grand Design, of a 20% interest in the share capital of
Bayshore and an assignment of HK$600 million worth of shareholders’ loans plus accrued interest owing by Bayshore. Bayshore owns the site at 1 Connaught Road, Central, Hong Kong on which a building is under construction. LSD,
through Peakflow, continues to hold a 10% interest in Bayshore. Peakflow remains indebted to Grand Design in the principal amount of approximately HK$208.3 million, secured on, among other things, Peakflow’s remaining interest in
Bayshore.

The Bayshore Transaction constitutes a major transaction for LSD under Chapter 14 of the Listing Rules.

A circular containing details of the Bayshore Transaction and a notice to convene the extraordinary general meeting will be sent to shareholders of LSD as soon as practicable and in accordance with the provisions of the Listing Rules.

1. Background

In February 2001, Grand Design granted a term loan facility to Peakflow in the amount of HK$625 million.
The facility was secured by, among other things:

(i) a mortgage over Peakflow’s 30% shareholding in Bayshore; and

(ii) an assignment of Peakflow’s interest in HK$900 million worth of shareholders’ loans.

2. Parties to the Bayshore Agreement

Vendor: Peakflow
Purchaser: Grand Design

Grand Design is an independent third party not connected with the directors, chief executive or substantial
shareholders of LSD or any of its subsidiaries or any of their respective associates (as defined in the Listing
Rules). Grand Design is an equal joint venture between AIA and Somerset Mall.

3. Reduction of indebtedness

Under the Bayshore Transaction, Peakflow has transferred and assigned to Grand Design a 20% interest in
the share capital of Bayshore (representing two-thirds of Peakflow’s interest in Bayshore) together with
HK$600 million worth of shareholders’ loans owing by Bayshore (representing two-thirds of the
shareholders’ loans owing by Bayshore to Peakflow) plus accrued interest in consideration for the
reduction of indebtedness in the principal amount of approximately HK$416.7 million owing by Peakflow to
Grand Design (representing two-thirds of the principal amount of the term loan granted by Grand Design to
Peakflow).

As part of the overall loan reduction arrangements, Peakflow was also obliged to pay a prepayment premium
of approximately HK$46.6 million. Accordingly, the aggregate purchase price paid by Grand Design for a
20% interest in Bayshore and the assignment of HK$600 million of shareholders’ loans plus accrued interest
was approximately HK$463.3 million.

Peakflow continues to hold a 10% interest in Bayshore. In addition, Peakflow remains indebted to Grand
Design in the principal amount of approximately HK$208.3 million, secured on, among other things,
Peakflow’s remaining interest in Bayshore.

4. Completion of the Bayshore Agreement

Although completion of the Bayshore Agreement took place on 21st March, 2003, it remains conditional, by
way of a condition subsequent, on a simple majority of the shareholders of LSD approving the Bayshore
Agreement and the transactions contemplated therein in accordance with the requirements of the Stock
Exchange and the Listing Rules. Accordingly, if the approval from the shareholders of LSD is not obtained,
the parties to the Bayshore Agreement have agreed to do all things necessary to unwind the transaction and to
put the parties in a position as if the transaction had not taken place.

As noted further in section 7 below, LSD’s overriding objective in entering into the Bayshore Transaction
has been to reduce its indebtedness and related interest charges. By completing the transaction on 21st
March, 2003, subject to shareholders’ approval as a condition subsequent, LSD benefits from paying less in
aggregate interest than would have been the case had shareholder approval been a condition precedent to
completion.

The shareholding structure of Bayshore as a result of the Bayshore Transaction is demonstrated below:
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5. Terms of the Bayshore Agreement

The terms of the Bayshore Agreement were arrived at after arm’s length negotiations between the parties,
and the board of directors of LSD considers the terms of the Bayshore Agreement to be on normal
commercial terms that are fair and reasonable and in the best interests of all shareholders and bondholders of
LSD.

The valuation of Bayshore for the purposes of the transaction was agreed as between the parties on an arm’s
length basis. For these purposes, the directors of LSD took into consideration a recent valuation of the 1
Connaught Road Central site by an independent valuer. The independent valuation will be included in the
circular concerning the Bayshore Transaction and further details of the valuation will be contained in the
announcement confirming despatch of the circular.

6. Information on LSD and Bayshore

LSD is a holding company with diversified investments which include property development, property
investment, hotels, media and entertainment.

Bayshore is a private company incorporated in the British Virgin Islands and is the owner of the site at 1
Connaught Road, Central, Hong Kong on which a premium grade office building is under construction. It
was formerly the site of the Furama Hotel, Hong Kong. After completion of the Bayshore Transaction, LSD
continues to hold a 10% shareholding interest in Bayshore.

The net losses of LSD before and after taxation attributable to the 20% shareholding interest in, and the
HK$600 million worth of shareholders’ loan owing by, Bayshore being realised in respect of the financial
year ended 31st July, 2002 are net losses of approximately HK$161 million and HK$169.1 million
respectively. The corresponding amounts for the financial year ended 31st July, 2001 are net profits of
approximately HK$53 million and approximately HK$44.6 million respectively.

7. Benefits of the Bayshore Transaction

The directors of LSD believe that the Bayshore Transaction is in the best interests of LSD and its
shareholders given that Peakflow’s indebtedness to Grand Design has, as a result of completing the Bayshore
Transaction, been reduced by HK$416.7 million (representing two-thirds of LSD Group’s outstanding
indebtedness owed to Grand Design). Given LSD’s historic high levels of gearing, the directors of LSD
believe that reducing LSD’s indebtedness is the most appropriate and prudent policy for LSD at the present
time.

8. Major transaction

Based on the latest audited net tangible assets of the LSD Group, the Bayshore Transaction constitutes a
major transaction for LSD under Chapter 14 of the Listing Rules and is therefore subject to the approval of
LSD’s shareholders.

An extraordinary general meeting of LSD will be convened as soon as practicable at which an ordinary
resolution will be proposed to approve the Bayshore Agreement and the transactions contemplated
thereunder. No shareholder of LSD will be required to abstain from voting. Lai Sun Garment (International)
Limited and Mr. Lim Por Yen, being shareholders with an approximately 47.5% interest in LSD, have
irrevocably undertaken to vote in favour of such ordinary resolution at the extraordinary general meeting.

A circular containing details of the Bayshore Transaction and a notice to convene the extraordinary general
meeting will be sent to shareholders of LSD as soon as practicable and in accordance with the provisions of
the Listing Rules.

9. Trading in the shares of LSD

Trading in LSD’s shares on the Stock Exchange was suspended with effect from 9 : 30 a.m. on 21st March,
2003 at the request of LSD pending the release of this announcement. An application has been made for
trading in LSD’s shares to resume with effect from 9 : 30 a.m. on 24th March, 2003.

10. Definitions

‘‘AIA’’ American International Assurance Company (Bermuda) Limited, a company
incorporated in Bermuda and an independent third party unconnected with any of
the directors, chief executives or substantial shareholders of the Company or any of
their respective associates;

‘‘Bayshore’’ Bayshore Development Group Limited, a company incorporated in the British Virgin
Islands owned prior to completion of the Bayshore Transaction as to 70% by Grand
Design and 30% by Peakflow;

‘‘Bayshore
Agreement’’

the agreement dated 21st March, 2003 between Peakflow and Grand Design in
relation to the Bayshore Transaction;

‘‘Bayshore
Transaction’’

the reduction of indebtedness owing by Peakflow to Grand Design under the
HK$625 million term loan facility by way of transfer of a 20% shareholding interest
in Bayshore and an assignment of HK$600 million worth of shareholders’ loans plus
accrued interest owing by Bayshore;

‘‘Grand Design’’ Grand Design Development Limited, a company incorporated in the British Virgin
Islands and owned by Somerset Mall and AIA;

‘‘HK$’’ Hong Kong dollars;

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

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

‘‘LSD’’ or ‘‘the
Company’’

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;

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

‘‘Somerset Mall’’ Somerset Mall Pte. Limited, a company incorporated in Singapore and an
independent third party unconnected with any of the directors, chief executives or
substantial shareholders of LSD or any of their respective associates. Somerset Mall
is an indirect wholly-owned subsidiary of CapitaLand Limited, the shares of which
are listed on the Singapore Exchange Securities Trading Limited; and

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

By Order of the Board
Lai Sun Development Company Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 21st March, 2003


