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RESUMPTION OF TRADING

The Share Purchase Agreement
The respective boards of directors of LSG and Lai Fung jointly announce that the Seller (a wholly-owned subsidiary of LSG), LSG, the Purchaser (a wholly-owned subsidiary of Lai Fung) and Lai Fung entered
into the conditional Share Purchase Agreement on 28 February 2006, whereby the Seller conditionally agreed to sell and the Purchaser conditionally agreed to purchase the entire issued share capital of Assetop
together with the Shareholder’s Loan, at an aggregate consideration of HK$393,000,000.
The Consideration is payable by the Purchaser as follows:
(a) HK$226,000,000 payable on Completion and satisfied by the allotment and issue of 565,000,000 new Lai Fung Shares to LSG (or its nominee); and
(b) HK$167,000,000 payable on Completion and satisfied by the issue of the Promissory Note to the Seller.
Assetop is an investment holding company incorporated in the British Virgin Islands. The principal asset to be acquired pursuant to the Share Purchase Agreement is the Shanghai Property, which is held as to
95% by Assetop indirectly through Shanghai Hu Xin.
Certain effects of the transactions under the Share Purchase Agreement
Immediately after Completion:
— Lai Fung will own the entire issued capital of Assetop; and
— the shareholding interest of LSG in Lai Fung will increase from approximately 45.13% to approximately 49.95%. As the allotment and issue of the Lai Fung Consideration Shares will have the effect of

increasing LSG’s and its concert parties’ holding of voting rights by more than 2% from the lowest percentage holding of them in the previous 12 months and therefore will exceed the 2% creeper threshold
specified in rule 26.1(c) of the Takeovers Code, LSG will make an application to the SFC for a Whitewash Waiver from the obligation on the part of LSG to make a general offer under rule 26 of the Takeovers
Code in respect of the Lai Fung Shares not owned by LSG and parties acting in concert with LSG following Completion. The Whitewash Waiver, if granted, will be subject to the approval of the independent
Lai Fung Shareholders to be sought at the EGM of Lai Fung. LSG and parties acting in concert with it will abstain from voting at the EGM of Lai Fung in respect of the Whitewash Waiver. LSG and parties
acting in concert with it have not acquired or disposed of voting rights in Lai Fung in the 6 months prior to the date of this announcement.

An application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Lai Fung Consideration Shares.
Relevant requirements of the Listing Rules
Under the Listing Rules, the Share Purchase Agreement will constitute a major transaction for LSG and a discloseable and connected transaction for Lai Fung. The Share Purchase Agreement is conditional upon,
inter alia, the approval of the LSG Shareholders and the independent Lai Fung Shareholders. LSG and its associate(s) (as defined in the Listing Rules) will abstain from voting at the EGM of Lai Fung in respect
of the resolution(s) approving the Share Purchase Agreement and the allotment and issue of the Lai Fung Consideration Shares.
Within 21 days after the date of publication of this announcement, LSG is required under the Listing Rules to dispatch a circular containing, inter alia, details of the Share Purchase Agreement and a notice
convening the EGM, to the LSG Shareholders.
Similarly, within 21 days after the date of publication of this announcement, Lai Fung is required under the Listing Rules to dispatch a circular containing, inter alia, details of the Share Purchase Agreement,
applicable information required under the Takeovers Code in respect of the Whitewash Waiver, a letter from the independent board committee of Lai Fung, a letter from the independent financial adviser and
a notice convening the EGM, to the Lai Fung Shareholders.
Suspension and resumption of trading
Trading in the LSG Shares and the Lai Fung Shares on the Stock Exchange was suspended with effect from 9:30 a.m. on 28 February 2006 at the request of LSG and Lai Fung, respectively, pending the publication
of this announcement, the joint announcement made by LSG and CGL on 4 March 2006 in respect of LSG’s disposal of its interest in CGL and the joint announcement made by LSG and CGL on 4 March 2006
in respect of their joint development of a site in Kwun Tong. Applications have been made by LSG and Lai Fung for the resumption of trading in the LSG Shares and the Lai Fung Shares on the Stock Exchange
with effect from 9:30 a.m. on 6 March 2006.
As Completion is subject to the fulfillment of a number of conditions precedent, the transactions under the Share Purchase Agreement may or may not proceed. Shareholders and potential investors
should exercise caution when dealing in the LSG Shares and/or the Lai Fung Shares.

INTRODUCTION
The respective boards of directors of LSG and Lai Fung jointly
announce that the Seller (a wholly-owned subsidiary of LSG), LSG,
the Purchaser (a wholly-owned subsidiary of Lai Fung) and Lai Fung
entered into the conditional Share Purchase Agreement on 28
February 2006, whereby the Seller conditionally agreed to sell and the
Purchaser conditionally agreed to purchase the entire issued share
capital of Assetop together with the Shareholder’s Loan, at an
aggregate consideration of HK$393,000,000.
THE SHARE PURCHASE AGREEMENT
Date:
28 February 2006

Parties:
Seller: Rightop Asia Limited
Purchaser: Goldthorpe Limited
Seller’s Warrantor: LSG
Purchaser’s Warrantor and
Guarantor:

Lai Fung

Subject matter:
The Seller conditionally agreed to sell and the Purchaser
conditionally agreed to purchase the Sale Share, comprising the entire
issued share capital of Assetop, and the Seller conditionally agreed to
transfer and assign to the Purchaser the Shareholder’s Loan.

Consideration:
The Consideration for the Sale Share and the Shareholder’s Loan
amounts to HK$393,000,000 and is payable by the Purchaser as
follows:

(a) HK$226,000,000 shall be payable on Completion and satisfied
by the allotment and issue of 565,000,000 new Lai Fung Shares
to LSG (or its nominee); and

(b) HK$167,000,000 shall be payable on Completion and satisfied
by the issue of the Promissory Note to the Seller.

The Consideration is allocated such that the amount of the
Shareholder’s Loan outstanding as at Completion will be allocated for

the transfer and assignment of the Shareholder’s Loan and the balance
of the Consideration will be allocated for the sale of the Sale Share.
The Shareholder’s Loan outstanding as at 31 July 2005 was
approximately HK$214 million.

The Consideration was arrived at after arms’ length negotiations, by
reference to, inter alia, the net asset value of Assetop as adjusted by
the fair market value of its interest in the Shanghai Property of
RMB600 million (approximately HK$577 million) as at 31 January
2006 based on the professional valuation prepared by Savills
Valuation and Professional Services Limited (Savills), an independent
valuer and related potential tax liability of RMB170 million
(approximately HK$163 million) including the potential land
appreciation tax liability and potential corporate income tax liability
which were estimated based on the fair market value of the Shanghai
Property in accordance with prevailing tax legislation in the PRC. As
the Shanghai Property is 95% owned by the Assetop Group, the value
of the assets to be disposed of by LSG is approximately HK$393
million. Details of a valuation report including the valuation of the
Shanghai Property prepared by Savills will be set out in the circulars
to be dispatched to the LSG Shareholders and the Lai Fung
Shareholders.

Based on the closing price per Lai Fung Share of HK$0.39 quoted on
the Stock Exchange on 27 February 2006, the aggregate market value
of the Lai Fung Consideration Shares is HK$220,350,000. The agreed
issue price of HK$0.40 per Lai Fung Consideration Share was arrived
at after arm’s length negotiation and represents:

(i) a premium of approximately 2.56% to the closing price of
HK$0.39 per Lai Fung Share as quoted on the Stock Exchange
on 27 February 2006, being the last trading day of the Lai Fung
Shares immediately before the date of the Share Purchase
Agreement;

(ii) a premium of approximately 9.14% to the average closing price
of HK$0.3665 per Lai Fung Share as quoted on the Stock
Exchange for the last ten trading days ended 27 February 2006,
being the last trading day of the Lai Fung Shares immediately
before the date of the Share Purchase Agreement;

(iii) a premium of approximately 6.10% to the average closing price
of HK$0.377 per Lai Fung Share as quoted on the Stock

Exchange for the last five trading days ended 27 February 2006,
being the last trading day of the Lai Fung Shares immediately
before the date of the Share Purchase Agreement; and

(iv) a discount of approximately 43.66% to the audited net asset
value of Lai Fung as at 31 July 2005 of approximately HK$0.71
per Lai Fung Share based on 5,872,956,478 Lai Fung Shares in
issue as at the date of this announcement.

The Lai Fung Consideration Shares represent approximately 9.6% of
the existing issued share capital of Lai Fung and approximately 8.8%
of the enlarged issued share capital of Lai Fung immediately after
Completion (assuming that there is no change in its issued share
capital from the date of this announcement to Completion save for the
issue of the Lai Fung Consideration Shares at Completion).

Upon the allotment and issue of the Lai Fung Consideration Shares to
LSG, the shareholding interest of LSG in Lai Fung will increase from
approximately 45.13% to approximately 49.95%. Upon allotment, the
Lai Fung Consideration Shares will rank pari passu with all other Lai
Fung Shares in issue. An application will be made to the Stock
Exchange for the listing of, and permission to deal in, the Lai Fung
Consideration Shares.

The Promissory Note shall be issued by Lai Fung to the Seller on
Completion. The Promissory Note shall be for a principal amount of
HK$167,000,000, with a maturity date of four years from the date of
the Promissory Note. Interest at the prevailing Hong Kong dollar
prime rate quoted by The Hongkong and Shanghai Banking
Corporation Limited shall be payable by Lai Fung on a quarterly
basis. Lai Fung shall be entitled to prepay the Promissory Note in full
or in part at any time without any penalty. The Promissory Note is
unsecured and neither party may assign or transfer the Promissory
Note in whole or in part.

Conditions precedent:

Completion is conditional upon the fulfillment of the following
conditions precedent:

(a) the approval of the LSG Shareholders and the independent Lai
Fung Shareholders respectively to all the transactions
contemplated under the Share Purchase Agreement;



(b) the approval of the independent Lai Fung Shareholders in
respect of the allotment and issue of the Lai Fung Consideration
Shares;

(c) the Executive granting the Whitewash Waiver in favour of the
Seller and LSG that they will not be required to make a
mandatory offer to acquire the remaining shares in Lai Fung not
owned by the Seller and LSG under rule 26 of the Takeovers
Code as a result of the Share Purchase Agreement or any
transaction contemplated by the Share Purchase Agreement, and
no indication being received before or at Completion from the
Executive to the effect that this waiver will or may be withdrawn
and, where such waiver is granted subject to conditions, such
conditions being reasonably acceptable to the Seller and LSG
and to the extent that any such conditions are required to be
fulfilled before the waiver becomes effective, they are so
fulfilled; and

(d) the Listing Committee of the Stock Exchange granting an
approval for the listing of and permission to deal in all the Lai
Fung Consideration Shares on the Stock Exchange, subject only
to allotment.

If any of the conditions precedent is not fulfilled on or before 31
December 2006 or such other date as the parties may agree in writing,
the Share Purchase Agreement will lapse and cease to have effect,
save and except for any accrued rights and liabilities of any party.
Further announcement will be made if any of the conditions precedent
has not been fulfilled by 31 December 2006.
SHAREHOLDING INTERESTS IN LAI FUNG
The following table illustrates the shareholding interests in Lai Fung
before and immediately after Completion (assuming that there is no
change in the issued share capital of Lai Fung from the date of this
announcement up to Completion save for the issue of the Lai Fung
Consideration Shares on Completion):

Before Completion
Immediately after

Completion
No. of Shares % No. of Shares %

LSG and its
concert parties* 2,650,688,037 45.13 3,215,688,037 49.95

Director 2,258,829 0.04 2,258,829 0.04
Public shareholders** 3,220,009,612 54.83 3,220,009,612 50.01

Total 5,872,956,478 100.00 6,437,956,478 100.00

Notes:
* The Lai Fung Shares held by LSG include shares held by Silver Glory

Securities Limited which is its wholly-owned subsidiary.
** This includes 115,156,000 Lai Fung Shares held by the estate of Mr. Lim

Por Yen (deceased).

Completion:
Completion will take place on the third Business Day following the
day on which the last unfulfilled condition precedent is satisfied,
which shall be no later than of 31 December 2006 or such other date
as the parties may agree in writing.
INFORMATION ON ASSETOP
As at the date of this announcement, Assetop is an investment holding
company incorporated in the British Virgin Islands which is a
wholly-owned subsidiary of the Seller, which in turn is a wholly-
owned subsidiary of LSG.
Assetop, through Kingscord Investment, its wholly-owned subsidiary,
holds interests in three companies incorporated in the PRC. One of
these companies, Shanghai Hu Xin (in which Kingscord Investment
holds a 95% equity interest), holds the Shanghai Property which is the
principal asset of Assetop and its subsidiaries (excluding Guangzhou
Yen Yee). Another company, Guangzhou Yen Yee (in which Kingscord
Investment also holds a 95% equity interest), is principally engaged
in property management. On 22 February 2006, Kingscord Investment
entered into the Guangzhou Yen Yee Sale Agreement with Modern
Group Limited, a wholly-owned subsidiary of LSG, whereby the
entire interest of Kingscord Investment in Guangzhou Yen Yee will be
transferred to Modern Group Limited. Therefore, Guangzhou Yen Yee
does not form part of the group to be acquired pursuant to the Share
Purchase Agreement. No material gain or loss would be recorded in
the consolidated accounts of Assetop Group as a result of the transfer
of Guangzhou Yen Yee to Modern Group Limited pursuant to the
Guangzhou Yen Yee Sale Agreement.
Completion of the Guangzhou Yen Yee Sale Agreement is conditional
upon approval of the relevant PRC government authorities. As
completion of the Guangzhou Yen Yee Sale Agreement may or may
not take place before Completion, LSG has agreed to indemnify Lai
Fung, the Purchaser, Assetop and its subsidiaries against all losses
incurred by them as a result of the obligations performed by
Kingscord Investment under the Guangzhou Yen Yee Sale Agreement
and/or the action taken by Lai Fung or Kingscord Investment to give
effect to the Guangzhou Yen Yee Sale Agreement. This indemnity is
not capped. The directors of LSG consider that no material liabilities
are expected to crystallise under this indemnity.
In addition, Kingscord Investment holds the entire equity interest in
Kingscord Real Estate, a dormant PRC company which does not have
any assets and which is undergoing a merger by absorption with
Shanghai Hu Xin to merge into Shanghai Hu Xin as the surviving
entity. Completion of the merger is conditional upon approval of the
relevant PRC government authorities. LSG has agreed to indemnify
Lai Fung and the Purchaser against all losses incurred by Lai Fung,
the Purchaser, Assetop and its subsidiaries, as a result of the merger
of Shanghai Hu Xin and Kingscord Real Estate not being completed
or the Resettlement Costs not being tax deductible for Shanghai Hu
Xin, up to a maximum amount of HK$102,000,000. The liability of
LSG under this indemnity will terminate on the sixth anniversary of
the date of Completion. The Resettlement Costs are properly incurred
for the project and are properly recorded in the books of the PRC
subsidiaries of Assetop. Based on the prevailing rules and regulations,
such Resettlement Costs are tax deductible. The directors of LSG
consider that no material liabilities are expected to crystallise under
this indemnity.
The Shanghai Property is located at Zhabei District, Shanghai, the
PRC with a site area of approximately 22,036 square metres and is
currently vacant. It is currently intended that the Shanghai Property
will be developed into a residential and commercial complex, and will
be sold and/or held for rental depending on the prevailing market
conditions. Currently, building plans for the development have been
approved by the relevant government authorities and detailed
construction plans are being finalised by the architect. It is currently
expected that the construction works will commence in the second
half of 2006 and will be completed after three years. The estimated
total construction cost amounts to approximately RMB588 million
(approximately HK$565 million). It is intended that a construction
loan will be obtained by Lai Fung to finance the construction cost.
It is currently expected that, upon completion, the residential and
commercial areas of the proposed development will have a total gross
floor area of approximately 100,275 square metres (approximately

1,079,360 square feet). The proposed development will also comprise
a two-storey basement with a total gross floor area of approximately
33,186 square metres (approximately 357,214 square feet) for
commercial areas and carparks. As the building plans may be subject
to possible amendment, it is possible that the exact allocation amongst
the different uses may vary on completion of the development.
FINANCIAL EFFECT OF THE TRANSACTION
The audited consolidated net profits (both before and after taxation
and extraordinary items and minority interest) of the Assetop Group
for the financial year ended 31 July 2005 attributable to LSG’s
audited consolidated income statement was approximately HK$49
million. The audited consolidated net loss (both before and after
taxation and extraordinary items and minority interest) of the Assetop
Group for the financial year ended 31 July 2004 was approximately
HK$0.1 million. Included in the profit of approximately HK$49
million for the financial year ended 31 July 2005, there was a reversal
of impairment of property under development of approximately
HK$51 million.
The audited consolidated total assets of the Assetop Group as at 31
July 2005 attributable to LSG’s audited consolidated balance sheet
was approximately HK$234 million. Included in the audited
consolidated total assets of the Assetop Group as at 31 July 2005 was
the audited carrying value of the Shanghai Property amounting to
approximately HK$233 million. The audited consolidated net asset
value of the Assetop Group as at 31 July 2005 after deducting the
shareholder’s loan was approximately HK$7 million. The amount of
the shareholder’s loan to Assetop as at 31 July 2005 was
approximately HK$214 million.
Taking into account the consideration of HK$393,000,000, the
audited consolidated net asset value of the Assetop Group as at 31
July 2005 after deducting the shareholder’s loan of approximately
HK$7 million, the amount of the shareholder’s loan to Assetop as at
31 July 2005 of approximately HK$214 million and a release of
exchange reserve of approximately of HK$9 million to the
consolidated income statement of LSG, the estimated gain arising
from the disposal by LSG of its 100% interest in the Assetop Group
(before elimination of the unrealised gain due to the 45.13% equity
interests in Lai Fung held by LSG) will be approximately HK$181
million. Since LSG owns 45.13% equity interest in Lai Fung before
Completion, the gain on disposal of 100% interest in the Assetop
Group would be eliminated by approximately HK$82 million (being
45.13% of HK$181 million) and would be reduced to HK$99 million.
The actual gain to be recorded in LSG’s consolidated income
statement will need to be recalculated based on the actual
consolidated net asset value of the Assetop Group attributable to LSG
as at the date of Completion and is expected to be different from the
amount disclosed above.
Upon Completion, Assetop, Kingscord Investment, Shanghai Hu Xin
and Kingscord Real Estate will cease to be subsidiaries of LSG and
their assets and liabilities will no longer be included in the LSG’s
consolidated balance sheet. LSG’s interest in Lai Fung is, and will
continue to be after Completion, equity accounted for in the
consolidated financial statements of LSG.
Upon Completion, LSG will receive 565,000,000 new Lai Fung
Shares issued by Lai Fung at a price of HK$0.40 per share. As a result,
LSG’s equity interest in Lai Fung would be increased from 45.13% to
49.95%. As the issue price of HK$0.40 per Lai Fung Consideration
Share is lower than the net asset value per Lai Fung Share as at 31
July 2005, it is estimated that a negative goodwill of approximately
HK$121 million would arise from the acquisition of additional equity
interest in Lai Fung which would be recognised as a gain in the
consolidated income statement of LSG. Such amount will need to be
recalculated based on the actual consolidated net asset value of Lai
Fung as at the date of Completion and is expected to be different from
the amount disclosed above.
As for Lai Fung, the audited consolidated net profits before taxation
of Lai Fung for the years ended 31 July 2005 and 2004 was
approximately HK$440 million and HK$17 million, respectively. The
audited consolidated net profits after taxation and minority interest of
Lai Fung for the years ended 31 July 2005 and 2004 was
approximately HK$246 million and HK$36 million, respectively. The
audited consolidated net assets of Lai Fung as at 31 July 2005 was
approximately HK$4,182 million.
RATIONALE OF THE SHARE PURCHASE AGREEMENT
LSG is the holding company of the LSG Group which is currently
principally engaged in investment holding, property investment,
property development and the manufacture and sale of garments. LSG
currently holds four investment properties all of which are located in
Hong Kong having an aggregate carrying value of approximately
HK$90 million as at 31 July 2005. Reference is made to the joint
announcement made by LSG and CGL on 4 March 2006 regarding
LSG’s disposal of approximately 51.01% of its interest in CGL.
Following completion of such disposal which is expected to be at or
about the same time as Completion, LSG will only have an
approximate interest of 3.92% in CGL. Accordingly, thereafter, the
manufacture and sale of garments will no longer be a core business of
LSG.
Lai Fung is the holding company of the Lai Fung Group which is
principally engaged in property development for sale and investment
for rental purposes. The Lai Fung Group currently has property
projects in Shanghai, Guangzhou and Zhongshan.
The Share Purchase Agreement will bring commercial benefits to both
LSG and Lai Fung. After Completion, there will be a clear delineation
of businesses between the LSG Group and the Lai Fung Group. All of
LSG’s interests in the business of property development and
investment in the PRC will be centralized under Lai Fung, in which
LSG will have an increased shareholding interest of approximately
49.95% (immediately following Completion). The acquisition of the
Shanghai Property will expand the land bank of Lai Fung and will
further reinforce its operations in Shanghai. Overall, the transactions
under the Share Purchase Agreement streamline the corporate
structure, improve the operating efficiency, and reduce the operation
and administration costs for both LSG and Lai Fung. It is currently
intended that Lai Fung will fund the repayment of the Promissory
Note by (i) possible future cash flows generated from the Shanghai
Property; (ii) operating profits from other property development and
property investment projects of the Lai Fung Group; and (iii) other
potential debt or equity transactions.
It is not currently intended that there will be a change to the board of
directors of Lai Fung immediately after Completion.
The Lai Fung Consideration Shares will be held by LSG as long term
investment. Upon maturity of the Promissory Note (or if the
Promissory Note is pre-paid by Lai Fung), the principal and interest
thereon will be used by LSG as its general working capital.
The directors (including the independent non-executive directors) of
LSG believe that the terms of the Share Purchase Agreement are fair
and reasonable and in the interests of LSG and its shareholders as a
whole. In particular, the directors of LSG consider that Lai Fung has
long-term growth potential and therefore, the issue of the Lai Fung
Consideration Shares provides a good opportunity for LSG to increase
its equity interest in Lai Fung at the issue price of HK$0.40 which

represents a discount of approximately 43.66% to the net asset value
per Lai Fung Share as at 31 July 2005. As regards the Promissory
Note, taking into account the interest-bearing element of the
Promissory Note, the directors of LSG consider that the terms of the
Promissory Note are fair and reasonable following arm’s length
negotiations between the parties.

The directors (including the independent non-executive directors) of
Lai Fung believe that the terms of the Share Purchase Agreement are
fair and reasonable and in the interests of Lai Fung and its
shareholders as a whole. In particular, the issue of the Lai Fung
Consideration Shares will serve to enlarge Lai Fung’s equity capital
base while the issue of the Promissory Note will limit the dilution
which would otherwise have arisen had the entire consideration been
satisfied by the issue of consideration shares. On the one hand, in
view of the discount of approximately 43.66% to the net asset value
per Lai Fung Share as at 31 July 2005, the directors of Lai Fung
consider that the consideration should not be satisfied solely by an
issue of consideration shares. Furthermore, the issue price of
HK$0.40 per Lai Fung Consideration Share represents a premium to
the current market price of a Lai Fung Share (for further details,
please refer to the price comparables above). On the other, had the
consideration been satisfied solely by the issue of a promissory note,
the resulting weakening of Lai Fung’s balance sheet taking in account
the estimated construction cost of developing the Shanghai Property
would not have been prudent. Accordingly, the directors of Lai Fung
consider that a proper balance between debt and equity financing has
been achieved in the Share Purchase Agreement.

TAKEOVERS CODE IMPLICATIONS

As the allotment and issue of Lai Fung Consideration Shares has the
effect of increasing LSG’s and its concert parties’ holding of voting
rights by more than 2% from the lowest percentage holding of them
in the previous 12 months and therefore will exceed the 2% creeper
threshold specified in rule 26.1(c) of the Takeovers Code, LSG will
make an application to the SFC for the Whitewash Waiver from an
obligation on the part of LSG to make a general offer under rule 26
of the Takeovers Code in respect of the Lai Fung Shares not owned by
LSG and parties acting in concert with LSG following Completion.
The Whitewash Waiver, if granted, will be subject to the approval of
the independent Lai Fung Shareholders (by way of poll) to be sought
at the EGM of Lai Fung. LSG and parties acting in concert with it will
abstain from voting at the EGM of Lai Fung in respect of the
Whitewash Waiver. LSG and parties acting in concert with it have not
acquired or disposed of voting rights in Lai Fung in the 6 months prior
to the date of this announcement.

RELEVANT REQUIREMENTS OF THE LISTING RULES

On the basis of the Consideration, the relevant percentage ratio
calculated pursuant to Rule 14.07 of the Listing Rules exceeds 25%
but is less than 75% for LSG. Accordingly, the Share Purchase
Agreement constitutes a major transaction for LSG and is therefore
subject to the requirements of reporting, announcement and approval
by the LSG Shareholders under the Listing Rules. As Lai Fung is not
a connected person of LSG, the acquisition of the Lai Fung
Consideration Shares by LSG from Lai Fung would not constitute a
connected transaction of LSG under the Listing Rules.

On the basis of the Consideration, the relevant percentage ratios
calculated pursuant to Rule 14.07 of the Listing Rules for Lai Fung
exceeds 5% but is less than 25%. LSG is interested in approximately
45.13% of the issued share capital of Lai Fung as at the date of this
announcement and therefore is a connected person of Lai Fung for the
purpose of the Listing Rules. Accordingly, the Share Purchase
Agreement constitutes a discloseable and connected transaction of Lai
Fung under the Listing Rules and therefore Lai Fung is subject to the
requirements of reporting, announcement and approval by the
independent Lai Fung Shareholders (by way of poll) at the EGM of
Lai Fung under the Listing Rules.

LSG and its associates (as defined in the Listing Rules) will abstain
from voting at the Lai Fung EGM on the relevant resolution(s)
regarding the Share Purchase Agreement and the transactions
contemplated thereunder including the proposed allotment and issue
of the Lai Fung Consideration Shares.

An independent board committee of Lai Fung comprising of Mr. Wong
Yee Sui, Andrew and Mr. Lam Bing Kwan will be established to
advise the independent Lai Fung Shareholders as to whether or not the
terms of the Share Purchase Agreement and the Whitewash Waiver are
fair and reasonable and in the interests of Lai Fung and the
independent Lai Fung Shareholders as a whole. As Mr. Wan Yee Hwa,
Edward is also an independent director of LSG, Lai Fung considers
that to avoid any potential conflict of interests, Mr. Wan should not be
a member of the independent board committee of Lai Fung. Mr. Lam
Kin Ko, Stewart is a cousin of Mr. Lam Kin Ngok, Peter and Mr. Lam
Kin Ming who are directors of LSG, it is possible that Mr. Stewart
Lam may be perceived to be lacking independence for the purpose of
acting as a member of the independent board committee of Lai Fung.
Lai Fung considers that Mr. Stewart Lam should also not be a member
of the independent board committee of Lai Fung. An independent
financial adviser will be appointed to advise the independent board
committee of Lai Fung. An announcement will be made as soon as an
independent financial adviser has been appointed.

Within 21 days after the date of publication of this announcement,
LSG is required under the Listing Rules to dispatch a circular
containing, inter alia, details of the Share Purchase Agreement and a
notice convening the EGM, to the LSG Shareholders.

Similarly, within 21 days after the date of publication of this
announcement, Lai Fung is required under the Listing Rules to
dispatch a circular containing, inter alia, details of the Share Purchase
Agreement, applicable information required under the Takeovers
Code in respect of the Whitewash Waiver, a letter from the
independent board committee of Lai Fung, a letter from the
independent financial adviser and a notice convening the EGM, to the
Lai Fung Shareholders.

CLARIFICATION ON UNUSUAL TRADING VOLUME
MOVEMENTS

The board of directors of LSG and Lai Fung have noted the increase
in the trading volume of the LSG Shares and the Lai Fung Shares,
respectively, on 27 February 2006. The directors of LSG wish to state
that, save for the transactions disclosed in this announcement, the
joint announcement made by LSG and CGL on 4 March 2006 in
respect of its disposal of CGL and the joint announcement made by
LSG and CGL on 4 March 2006 in respect of the joint development of
a site in Kwun Tong, the directors are not aware of any reason for such
increase in the trading volume of the LSG Shares. The directors of Lai
Fung wish to state that, save for the transaction disclosed in this
announcement, they are not aware of any reason for such increase in
the trading volume of the Lai Fung Shares.

The board of directors of LSG and Lai Fung also confirm that, save
as disclosed above, there are no negotiations or agreements relating to
the intended acquisitions or realisations which are discloseable under
Rule 13.23 of the Listing Rules, nor are they aware of any matter
discloseable under the general obligation imposed by Rule 13.09 of
the Listing Rules, which is or might be of a price-sensitive nature.
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SUSPENSION AND RESUMPTION OF TRADING

Trading in the LSG Shares and the Lai Fung Shares on the Stock Exchange was suspended with effect
from 9:30 a.m. on 28 February 2006 at the request of LSG and Lai Fung, respectively, pending the
publication of this announcement. Applications have been made by LSG and Lai Fung for the
resumption of trading in the LSG Shares and the Lai Fung Shares on the Stock Exchange with effect
from 9:30 a.m. on 6 March 2006.

As Completion is subject to the fulfillment of a number of conditions precedent, the transactions
under the Share Purchase Agreement may or may not proceed. Shareholders and potential
investors should exercise caution when dealing in the LSG Shares and/or the Lai Fung Shares.

Definitions used in this announcement shall have the meanings set out as follows:
“Assetop” Assetop Asia Limited, a company incorporated in the British Virgin Islands;
“Assetop Group” Assetop, Kingscord Investment, Kingscord Real Estate and Shanghai Hu

Xin;
“Business Day” a day (other than a Saturday or Sunday) on which banks are generally open

in Hong Kong for normal business;
“CGL” Crocodile Garments Limited, a company incorporated in Hong Kong, the

shares of which are listed on the Stock Exchange;
“Completion” completion of the sale and purchase of the Sale Share and the transfer and

assignment of the Shareholder’s Loan pursuant to the Share Purchase
Agreement;

“Consideration” the aggregate amount of the consideration payable by the Purchaser to the
Seller for the purchase of the Sale Share and the transfer and assignment of
the Shareholder’s Loan under the Share Purchase Agreement, being
HK$393,000,000;

“EGM” an extraordinary general meeting of LSG or Lai Fung, as the case may be,
to consider, and if thought fit, approve, inter alia, the Share Purchase
Agreement and/or the Whitewash Waiver, as the case may be;

“Executive” the executive director of the Corporate Finance Division of the SFC from
time to time and any delegate of such executive director;

“Guangzhou Yen Yee” Guangzhou Yen Yee Real Estate Management Ltd., a sino-foreign equity
joint venture incorporated in the PRC;

“Guangzhou Yen Yee
Sale Agreement”

a conditional sale agreement dated 22 February 2006 between Kingscord
Investment and Modern Group Limited, an indirect wholly-owned subsidiary
of LSG, in relation to the sale of the 95% equity interest in Guangzhou Yen
Yee;

“HK$” Hong Kong dollar(s);
“Hong Kong” the Hong Kong Special Administrative Region of the PRC;
“Kingscord Investment” Kingscord Investment Limited, a company incorporated in Hong Kong;
“Kingscord Real

Estate”
Kingscord Real Estate (Shanghai) Co., Ltd, a wholly-foreign owned
enterprise incorporated in the PRC;

“Lai Fung” Lai Fung Holdings Limited, a company incorporated in the Cayman Islands,
the shares of which are listed on the Stock Exchange;

“Lai Fung
Consideration Shares”

565,000,000 new Lai Fung Shares to be issued by Lai Fung to LSG (or its
nominee) as part of the Consideration;

“Lai Fung Group” Lai Fung and its subsidiaries;
“Lai Fung Shares” shares of HK$0.10 each in the capital of Lai Fung;
“Lai Fung

Shareholders”
holders of Lai Fung Shares;

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange;
“LSG” Lai Sun Garment (International) Limited, a company incorporated in Hong

Kong, the shares of which are listed on the Stock Exchange;
“LSG Group” LSG and its subsidiaries;
“LSG Shares” shares of HK$0.01 each in the capital of LSG;
“LSG Shareholders” holders of LSG Shares;
“PRC” the People’s Republic of China;
“Promissory Note” the promissory note of an aggregate principal amount of HK$167,000,000

which will mature in four years after issue and to be issued by Lai Fung to
the Seller on Completion;

“Purchaser” Goldthorpe Limited, a company incorporated in the British Virgin Islands
and a wholly-owned subsidiary of Lai Fung;

“Resettlement Costs” the resettlement costs in the amount of approximately RMB124 million
(approximately HK$119 million) recorded in the latest audited accounts of
Kingscord Real Estate made as at 31 December 2004. Such resettlement
costs are expenses incurred in connection with the relocation of the original
inhabitants and the demolition of the building structures on the land of the
Shanghai Property;

“Sale Share” one ordinary share of US$1.00 in the issued share capital of Assetop,
representing its entire issued share capital;

“Seller” Rightop Asia Limited, a company incorporated in the British Virgin Islands
and a wholly-owned subsidiary of LSG;

“SFC” the Securities and Futures Commission;
“Shanghai Hu Xin” Shanghai Hu Xin Real Estate Development Co. Ltd., a sino-foreign

equity/cooperative joint venture incorporated in the PRC;
“Shanghai Property” a property under development situated at the junction of Da Tong Road and

Zhi Jiang Xi Road, Su Jia Xiang, Shanghai;
“Share Purchase

Agreement”
a conditional share purchase agreement entered into by the Seller, the
Purchaser, LSG and Lai Fung in relation to the sale and purchase of the Sale
Share and the transfer and assignment of the Shareholder’s Loan dated 28
February 2006;

“Shareholder’s Loan” the interest-free shareholder’s loan provided by the Seller to Assetop
outstanding as at Completion, currently of a face value of HK$132,186,998;

“Stock Exchange” The Stock Exchange of Hong Kong Limited;
“Takeovers Code” the Code on Takeovers and Mergers;
“US$” United States dollar(s); and
“Whitewash Waiver” the whitewash waiver application to be made by LSG to the SFC from an

obligation to make a general offer under rule 26 of the Takeovers Code in
respect of the Lai Fung Shares not owned by LSG and parties acting in
concert with LSG following Completion.

By Order of the Board
Lai Sun Garment (International) Limited

Yeung Kam Hoi
Company Secretary

By Order of the Board
Lai Fung Holdings Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 4 March 2006
For the purpose of illustration, amounts in this announcement expressed in United States dollars have been translated
into Hong Kong dollars at the rate of US$1.00 = HK$7.8 and amounts expressed in RMB have been translated into Hong
Kong dollars at the rate of RMB1.04 = HK$1.00.

As at the date of this announcement: the executive directors of LSG are Mr. Lam Kin Ming, Mr. Lam Kin Ngok, Peter,
Mr. Shiu Kai Wah, Mr. Lee Po On and Mr. Lam Kin Hong, Matthew, the non-executive directors are Madam U Po Chu,
Mr. Chiu Wai, Madam Lai Yuen Fong and Miss Lam Wai Kei, Vicky (alternate to Madam Lai Yuen Fong), and the
independent non-executive directors are Mr. Wan Yee Hwa, Edward, Mr. Leung Shu Yin, William and Mr. Chow Bing
Chiu.

As at the date of this announcement: the executive directors of Lai Fung are Mr. Lam Kin Ngok, Peter, Mr. Lam Kin
Ming, Mr. Lam Kin Hong, Matthew, Mr. Lam Hau Yin, Lester, Mr. Ho Wing Tim, Mr. Lee Po On, Madam U Po Chu,
Mr. Lau Shu Yan, Julius and Mr. Tam Kin Man, Kraven; the non-executive director is Mr. Lam Kin Ko, Stewart, and
the independent non-executive directors are Mr. Wong Yee Sui, Andrew, Mr. Lam Bing Kwan and Mr. Wan Yee Hwa,
Edward.

The directors of LSG jointly and severally accept full responsibility for the accuracy of the information contained in
this announcement, other than that relating to Lai Fung, and confirm, having made all reasonable enquiries, that to the
best of their knowledge, opinions expressed in this announcement, other than that relating to Lai Fung, have been
arrived at after due and careful consideration and there are no other facts not contained in this announcement, the
omission of which would make any statements in this announcement misleading.

The directors of Lai Fung jointly and severally accept full responsibility for the accuracy of the information contained
in this announcement, other than that relating to LSG, and confirm, having made all reasonable enquiries, that to the
best of their knowledge, opinions expressed in this announcement, other than that relating to LSG, have been arrived
at after due and careful consideration and there are no other facts not contained in this announcement, the omission
of which would make any statements in this announcement misleading.
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