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Discloseable and Connected Transaction

Conditional purchase of a further 10% interest in Diamond String Limited

On 25 January 2007, the Purchaser entered into the Memorandum with the Vendor , pursuant to which the Purchaser conditionally agreed to purchase from the Vendor the Sale Shares together
with the Shareholder’s Loan for a total consideration of HK$211.1 million, subject to adjustment. The Purchaser and the Vendor currently owns a 65% and a 10% interests in Diamond String
respectively. Following completion of the Memorandum, the Purchaser will own a 75% interest in Diamond String, assuming that other shareholders of Diamond String do not exercise their
pre-emption rights under the Shareholders’ Agreement, and the Vendor will cease to hold any interest in Diamond String. Diamond String currently owns 100% of The Ritz-Carlton Hong Kong.

The Memorandum is conditional upon (i) the obtaining of the Mortgagee’s consent pursuant to the Loan Agreement and the Debenture; and (ii) approval by shareholders of the Company if
and to the extent such approval is required to be made in accordance with the Listing Rules .

As the Vendor currently owns a 10% interest in the existing share capital of Diamond String, a subsidiary of the Company, it is a connected person of the Company under the Listing Rules.
As the relevant size test of the transaction is greater than 5% but less than 25% pursuant to Chapter 14 of the Listing Rules, the Memorandum therefore constitutes a discloseable transaction
and connected transaction for the Company and is subject to independent shareholders’ approval at an extraordinary general meeting to be convened. A circular containing details of the
transaction will be dispatched to shareholders in compliance with the Listing Rules as soon as practicable. No shareholder will be required to abstain from voting in relation to the transaction.

INTRODUCTION

The Directors of the Company announce that, on 25 January 2007, the Purchaser, an indirect
wholly-owned subsidiary of the Company, entered into the Memorandum with the Vendor ,
pursuant to which the Purchaser conditionally agreed to purchase from the Vendor the Sale
Shares together with the Shareholder’s Loan for a total consideration of HK$211.1 million,
subject to adjustment described below.

The Purchaser and the Vendor currently owns a 65% and a 10% interests in Diamond String
respectively. Following completion of the Memorandum, the Purchaser will own a 75% interest
in Diamond String, assuming that other shareholders of Diamond String do not exercise their
pre-emption rights under the Shareholders’ Agreement, and the Vendor will cease to hold any
interest in Diamond String. Diamond String currently owns 100% of The Ritz-Carlton Hong
Kong.

THE MEMORANDUM

Date : 25 January 2007

Parties :
Purchaser : Surearn Profits Limited
Vendor : Superb Power Limited

The Memorandum is legally binding. No formal sale and purchase agreement will be entered into
by the parties. If any of the conditions precedent as mentioned below have not been fulfilled by
the Completion Date, the provisions of the Memorandum shall have no further effect and neither
party shall have any further claim against the other provided that the Vendor shall return the
Deposit to the Purchaser but without costs, interest or compensation within five business days
from the Completion Date but without prejudice to the rights of the parties in respect of
antecedent breaches.

Subject matter:

The Purchaser conditionally agreed to purchase and the Vendor conditionally agreed to sell the
Sale Shares, together with the assignment of the Shareholder’s Loan from the Vendor to the
Purchaser.

Consideration:

The Total Consideration is, subject to adjustment, HK$211.1 million and is payable in cash by
the Purchaser as follows:

(a) the Deposit has been paid by a solicitors’ cheque on 25 January 2007; and

(b) the balance of the Total Consideration shall be settled in cash on Completion.

The Total Consideration is allocated such that the consideration for the Shareholder’s Loan will
be equal to the face value of the Shareholder’s Loan or the Total Consideration less HK$1.00,
whichever is lower. The consideration for the Sale Shares shall be the difference between the
Total Consideration and the consideration for the Shareholder’s Loan.

The Total Consideration will be funded by internal resource and/or available bank loan facility
of the Group.

The Total Consideration was arrived at after arms’ length negotiations between the parties. The
Total Consideration is determined based on 10% of an agreed property value of The Ritz-Carlton
Hong Kong of HK$2,300 million, as agreed by the Purchaser and the Vendor, less 10% of net
amount of the other assets and liabilities of Diamond String of approximately HK$188.8 million
as at 30 November 2006. The Directors of the Company, having taken into consideration
prevailing and potential market prices of properties in comparable locations, consider the
aforesaid agreed property value to be fair and reasonable. The other assets and liability, as agreed
by the Purchaser and the Vendor, include assets (other than the fixed assets) as at 30 November
2006 and liabilities (other than the amount due to beneficial shareholders and deferred tax
liabilities (which may not be crystallized in future)) of Diamond String as at 30 November 2006.
A valuation report in respect of The Ritz-Carlton Hong Kong by an independent valuer will be
included, as may be required, in the circular to be dispatched to shareholders in due course.

The transfer of the Sale Shares is subject to the pre-emption rights of the existing shareholders
of Diamond String. Therefore, if other shareholders of Diamond String decide to exercise their
pre-emption rights, the Purchaser will acquire a reduced proportion of the Sale Shares and
Shareholder’s Loan, and the Total Consideration will be adjusted as follows:

HK$211.1 million x Revised Percentage

Assuming all other shareholders exercise their pre-emption rights, the Revised Percentage will
be equal to 65/90 or 72.2%.

The Total Consideration payable is subject to adjustments. Within three months of Completion,
the Completion Management Accounts will be audited by Diamond String’s auditors. In the event
that the net amount of other assets and liabilities of Diamond String (including bank loan but
excluding fixed assets, amount due to beneficial shareholders and deferred tax liabilities) as per
the audited Completion Management Accounts exceeds that of the Company as per the Accounts
by HK$500,000 or more, the Purchaser shall pay 10% of such excess (or the Revised Percentage
of 10% of such excess) to the Vendor . In the event that the net amount of other assets and
liabilities of Diamond String as per the Accounts exceeds that of the Company as per the audited
Completion Management Accounts by HK$500,000 or more, the Vendor shall pay 10% of such
excess (or the Revised Percentage of 10% of such excess) to the Purchaser.

The adjustment will be settled in cash by the Purchaser or the Vendor within 14 days after the
date of auditors’ report of the audited Completion Management Accounts. Save as aforesaid,
there will be no other adjustment to the Consideration.

Conditions Precedent:

Completion is conditional upon the fulfillment of the following conditions precedent on or
before the Completion Date:

(1) the Mortgagee’s consent to the transactions contemplated herein pursuant to the Loan
Agreement and the Debenture; and

(2) shareholders’ approval of the Company, if and to the extent such approval is required to be
made in accordance with the Listing Rules.

RATIONALE OF THE MEMORANDUM

As stated in the 2005-2006 annual report of the Company, the Company is studying the possible
redevelopment of The Ritz-Carlton Hong Kong site into prime office premises. The
Memorandum provides an opportunity for the Company to increase its shareholding in Diamond
String to capture the future potential of the possible redevelopment of The Ritz-Carlton Hong
Kong. The Directors of the Company believe that the terms of the Memorandum are fair and
reasonable and in the interests of the Company and its shareholders as a whole.

FINANCIAL INFORMATION

The audited profit before taxation and after taxation of Diamond String for the year ended 31
July 2006 attributable to the Group’s audited consolidated income statement were approximately
HK$58.8 million and HK$47.0 million, respectively. The audited profit before taxation and after
taxation of Diamond String for the year ended 31 July 2005 attributable to the Group’s audited
consolidated income statement were approximately HK$42.8 million and HK$33.3 million,
respectively.

The audited net liabilities of Diamond String as at 31 July 2006 attributable to the Group’s
audited consolidated balance sheet after deducting the loans owing to shareholders were
approximately HK$62.5 million. As at 31 July 2006, the total amount of loans owed by Diamond
String to its shareholders were approximately HK$832.6 million. After certain repayment made
by Diamond String to its shareholders on a pro rata basis in accordance with their respective
equity interests in Diamond String, the outstanding amount of loans owed by Diamond String to
its shareholders as at the date of this announcement was approximately HK$732.6 million. As at
the date of this announcement, the amount of loan owed by Diamond String to the Vendor was
approximately HK$73.3 million.

The transaction will have no material impact on the consolidated net assets and consolidated
income statement of the Group.

After completion of the transaction, Diamond String will continue to be accounted for as a
subsidiary of the Group.

REQUIREMENTS UNDER THE LISTING RULES

As the Vendor currently owns a 10% interest in the existing share capital of Diamond String, a
subsidiary of the Company, it is a connected person of the Company under the Listing Rules. As
the relevant size test of the transaction is greater than 5% but less than 25% pursuant to Chapter
14 of the Listing Rules, the Memorandum therefore constitutes a discloseable and connected
transaction for the Company and is subject to independent shareholders’ approval at an
extraordinary general meeting to be convened.
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An independent board committee comprising the independent non-executive Directors of the
Company will be established to advise the independent shareholders of the Company as to
whether the terms of the Memorandum are fair and reasonable and in the interests of the
Company and its shareholders as a whole. An independent financial adviser will be appointed
to advise the independent board committee and the independent shareholders of the Company
in respect of the Memorandum. A circular containing details of the transaction will be
dispatched to shareholders in compliance with the Listing Rules as soon as practicable.

To the best of the Directors’ knowledge, information and belief having made all reasonable
enquiries, no shareholder of the Company has a material interest in the transaction and
therefore no shareholder will be required to abstain from voting in relation to the transaction.

GENERAL

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 activity of the Purchaser is investment holding.

As far as the Company is aware, the principal activity of the Vendor is investment holding.

Definitions used in this announcement shall have the meanings set out as follows ;

“Accounts” the unaudited management accounts of Diamond String as at 30
November 2006;

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

“Completion” completion of the sale and purchase of the Sale Shares and the
assignment of the benefits of the Shareholder’s Loan

“Completion Date” 2 April 2007

“Completion
Management
Accounts”

the unaudited management accounts of Diamond String as at 31
March 2007

“Debenture” the debenture dated 29 July 1993 made between Diamond String
and the Mortgagee and registered in the Land Registry by
Memorial No. UB5756284

“Deposit” an initial deposit of HK$42.2 million paid by the Purchaser to
the Vendor

“Diamond String” Diamond String Limited, a private limited company
incorporated in Hong Kong

“Group” the Company and its subsidiaries

“HK$” the lawful currency of the Hong Kong Special Administrative
Region of the People’s Republic of China

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

“Loan Agreement” the loan agreement dated 29 July 1993 relating to a loan facility
of up to US$64.5 million entered into by Diamond String and the
Mortgagee, as amended or supplemented from time to time

“Memorandum” the memorandum entered into by the Purchaser and the Vendor
on 25 January 2007 for the sale and purchase of 10% of the
existing share capital of and shareholder’s loan to Diamond
String

“Mortgagee” The Hongkong and Shanghai Banking Corporation Limited

“Purchaser” Surearn Profits Limited, a company incorporated in the British
Virgin Islands and an indirect wholly-owned subsidiary of the
Company

“Revised Percentage” the actual proportion of the Sale Shares and the Shareholder’s
Loan that the Purchaser acquires following the pre-emption offer
period as defined in accordance with the Shareholders’
Agreement

“Sale Shares” 1,000 fully paid up ordinary shares of Diamond String
beneficially owned by the Vendor, representing 10% of the
existing issued share capital of Diamond String

“Vendor” Superb Power Limited, a company incorporated in the British
Virgin Islands

“Shareholder’s Loan” such amount as shall be owing by Diamond String to the Vendor
by way of shareholder’s loans as at the Completion Date

“Shareholders’
Agreement”

the shareholders’ agreement dated 6 July 1993 entered into, inter
alia, by the Vendor, certain joint venture parties and the
Company relating to Diamond String, as amended or
supplemented from time to time

“Share Mortgage” the share mortgage dated 29 July 1993 entered into pursuant to
the Loan Agreement, inter alia, by the Vendor in favour of the
Mortgagee, as amended or supplemented from time to time

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Total Consideration” the total consideration for the Sale Shares and the Shareholder’s
Loan, which is HK$211.1 million, subject to adjustments

“US$” the lawful currency of the United States of America

By order of the Board
Lai Sun Development Company Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 29 January 2007

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.

File no.: 27020135 (Lai Sun Development) 4th Proof 29/1/2007 8:40 p.m.


