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VERY SUBSTANTIAL DISPOSAL AND CONNECTED TRANSACTION FOR
CROCODILE GARMENTS LIMITED

RESUMPTION OF TRADING

The respective boards of directors of LSG and CGL jointly announce that on 28th February, 2006, LSG, LSG SPV and CGL entered into the conditional Development Agreement in connection with the development of the Property
at 79 Hoi Yuen Road, Kwun Tong, which is currently used for industrial purposes, and the construction and development of a New Building on the Property, which is currently envisaged to be a commercial/office building.

Under the Development Agreement:

(a) CGL shall be responsible for payment to the Government of the Land Premium of HK$274,070,000, of which 10% has been paid and the balance must be paid by CGL on or before 13th April, 2006;

(b) subject to the Development Agreement becoming unconditional, LSG SPV shall pay CGL a sum of HK$137,035,000, representing 50% of the Land Premium;

(c) CGL granted to LSG SPV the exclusive right to develop the Property;

(d) LSG SPV shall be responsible for demolishing the existing Crocodile Building and constructing the New Building in accordance with the Development Plans and shall bear all development and construction costs (excluding
finance costs and currently anticipated to be approximately HK$361 million) and project management fee (if a project manager is appointed and currently anticipated to be approximately HK$11 million) in connection with
the construction and completion of the New Building;

(e) if construction finance is required by LSG SPV for financing the development and construction costs, CGL has agreed to provide or procure such security over or in relation to the Property as may reasonably be required
by the relevant lending institution(s) and LSG is expected to provide a corporate guarantee as security for such finance; and

(f) in consideration of CGL contributing the Property as security for the construction finance, LSG SPV shall make a quarterly payment of HK$2,130,000 to CGL during the period from delivery of vacant possession of the
Property to completion of construction of the New Building.

It is currently planned that following payment of the balance of the Land Premium, CGL will transfer the Property to CGL SPV, its wholly-owned subsidiary.

LSG has agreed to guarantee the obligations of LSG SPV under the Development Agreement and indemnify CGL against all losses, damages, costs and expenses which CGL may suffer through or arising from any breach by LSG
SPV of any of its obligations under the Development Agreement. In addition, as security for the obligations of CGL under the Development Agreement, CGL has appointed or will procure the appointment of LSG as its attorney
to do anything which CGL is required to do but failed to do under the Development Agreement.

On completion of the construction of the New Building, the ownership of the New Building shall be allocated and distributed between LSG SPV and CGL SPV in the proportion of 1 to 1.4 in terms of the gross floor area. Accordingly,
LSG SPV shall be entitled to, and CGL SPV shall assign to LSG SPV, the ownership of such portion of the New Building with 100,000 square feet gross floor area, and CGL SPV shall be entitled to the remaining portion of the
New Building with 140,000 square feet gross floor area, assuming a total gross floor area of 240,000 square feet as currently anticipated. It is currently planned that the portion of the New Building to which LSG SPV shall be
entitled will comprise mainly retail and restaurant space and the portion of the New Building to which CGL SPV shall be entitled will comprise mainly office space.

In addition, CGL SPV shall assign the ownership of all car parking spaces to an investment holding company which will be owned in equal shares by LSG and CGL or their respective nominees.

The final specifications for the New Building will be subject to, inter alia, various consents from Governmental Bodies, therefore the final building gross floor area and other specifications for the New Building are subject to
possible amendments.

Under the Listing Rules, the Development Agreement including all obligations thereunder constitute a major and connected transaction for LSG and a very substantial disposal and connected transaction for CGL. Therefore, the
Development Agreement is conditional upon, inter alia, the approval of the Independent Shareholders of each of LSG and CGL. At the EGM of CGL, LSG will abstain from voting on the relevant resolution(s) regarding the
Development Agreement. At the EGM of LSG, members of the Lim Family together with their respective associates (as defined in the Listing Rules) will abstain from voting on the relevant resolution(s) regarding the Development
Agreement.

LSG will establish an independent board committee consisting of only Mr. Leung Shu Yin, William, and CGL will establish an independent board committee consisting of only Mr. Yeung Sui Sang, to advise their respective
Independent Shareholders as to whether the terms of the Development Agreement are fair and reasonable and in the interests of LSG or CGL (as the case may be) and their respective shareholders as a whole. LSG and CGL will
each appoint an independent financial adviser to advise their respective independent board committees and their respective Independent Shareholders in respect of the Development Agreement.

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 Development Agreement, a letter from the independent board
committee of LSG, a letter from the independent financial adviser, and a notice convening the EGM, to the shareholders of LSG.

Similarly, within 21 days after the date of publication of this announcement, CGL is required under the Listing Rules to dispatch a circular containing, inter alia, details of the Development Agreement, a letter from the independent
board committee of CGL, a letter from the independent financial adviser, and a notice convening the EGM, to the shareholders of CGL.

At the request of LSG and CGL, trading in the shares of LSG and CGL respectively on the Stock Exchange was suspended with effect from 9:30 a.m. on 28th February, 2006 pending the release of this joint announcement, the
joint announcement made by LSG and CGL on 4th March, 2006 in respect of the disposal of LSG’s interest in CGL and the joint announcement made by LSG and Lai Fung Holdings Limited on 4th March, 2006 in respect of
the disposal of LSG’s entire interest in Assetop Asia Limited. Application has been made by each of LSG and CGL to the Stock Exchange for resumption of trading in the shares of LSG and CGL respectively with effect from
9:30a.m. on 6th March, 2006.

INTRODUCTION

The respective boards of directors of LSG and CGL jointly announce that
LSG and LSG SPV, an indirect wholly-owned subsidiary of LSG, entered
into the conditional Development Agreement with CGL on 28th February,
2006, whereby LSG SPV and CGL conditionally agreed to develop the
Property and to construct the New Building thereon.

DEVELOPMENT AGREEMENT

Date:

28th February, 2006

Parties:

(1) LSG SPV

(2) LSG as guarantor of LSG SPV

(3) CGL

Background of the Development Agreement:

The existing Crocodile Building comprises two adjoining seven-storey and
eleven-storey industrial buildings of approximately 154,098 square feet
total gross floor area which were built in or about 1972. As at 31st July,
2005, the Property and the Crocodile Building thereon, currently owned by
CGL were valued at HK$63,000,000 (on the basis that it was of industrial
use) with reference to a valuation performed by Centaline Surveyors
Limited, independent chartered surveyors. A portion of the Crocodile
Building is currently sub-let to various third party tenants who are in the
process of vacating the premises. CGL expects vacant possession of the
premises to be obtained in May 2006. Pursuant to the Development
Agreement, the existing Crocodile Building will be demolished and the New
Building will be constructed on the Property. The redevelopment works of
the New Building will commence as soon as practicable after vacant
possession is obtained.

The New Building is expected to be of approximately 240,000 square feet
gross floor area with approximately 54 car parking spaces. As currently
envisaged, the New Building will be a commercial/office building. As the
final specifications for the New Building will be subject to, inter alia,
various consents from Governmental bodies including the Building
Authority, the final building gross floor area and other specifications are
subject to possible amendments.

The Crocodile Building is currently used by CGL for rental purposes and is
accounted for as investment property in the accounts of CGL. The New
Building will also be accounted for as investment property in the accounts
of CGL Group.

Obligations of the parties:

In connection with the development of the Property as described above, on
14th January, 2006, CGL accepted an offer from the Government to grant a
Lease Modification in respect of the Property, which modification will
permit a change of use of the Property from industrial to non-industrial

(excluding residential, godown, petrol filling station, hotel and cinema)
purposes. A Land Premium of a total sum of HK$274,070,000 is payable by
CGL on or before certain prescribed dates. CGL has already paid
HK$27,407,000 (representing 10% of the Land Premium) to the Government
and the balance of the Land Premium is payable by CGL on or before 13th
April, 2006. Based on the valuation report prepared by Savills Valuation and
Professional Services Limited, independent property valuer, the value of the
Property and the Crocodile Building thereon amounted to HK$240,000,000
as at 24th February, 2006. The valuation has taken into consideration the
acceptance of the basic terms in respect of the Lease Modification and the
payment of HK$27,407,000 representing 10% of the Land Premium as at the
valuation date. It is anticipated that CGL will finance the balance of the
Land Premium by way of internal resources and a bridging loan. The
bridging loan, in respect of which CGL is in the process of finalizing the
terms with relevant bank(s), is expected to finance the payment of 50% of
the Land Premium (being the sum of HK$137,035,000). Following the
payment of the balance of the Land Premium by CGL, CGL currently
intends to transfer the Property to CGL SPV, its wholly-owned subsidiary.

Under the Development Agreement, CGL must pay the said balance to the
Government, and subject to the Development Agreement becoming
unconditional, LSG SPV shall pay CGL a sum of HK$137,035,000,
representing 50% of the Land Premium, which is expected to be financed
from the proceeds to be obtained by LSG from the sale of an approximate
51.01% interest in CGL by LSG to Rich Promise Limited (a company
wholly-owned by Mr. Lam Kin Ming) under the Share Purchase Agreement.
As mentioned in the paragraph headed “Conditions precedent” below, the
Development Agreement is conditional upon, inter alia, the completion of
the Share Purchase Agreement. A separate joint announcement in relation to
the Share Purchase Agreement was made by LSG and CGL on 4th March,
2006.

Under the Development Agreement, CGL has granted to LSG SPV the
exclusive right to develop the Property, which right includes possession or
access to the Property. LSG SPV shall be responsible for demolishing the
existing Crocodile Building and constructing the New Building in
accordance with the Development Plans (as may be amended by agreement
by CGL, LSG SPV and LSG) and shall bear all development and
construction costs (excluding finance costs and currently anticipated to
amount to approximately HK$361 million) in connection with the
construction and completion of the New Building. It is anticipated that LSG
SPV will finance the development and construction costs and the quarterly
payment from internal resources and/or building construction finance. If
building construction finance is obtained by LSG SPV, it is anticipated that
LSG will provide a corporate guarantee, and CGL has agreed to provide or
procure such security over or in relation to the Property as may reasonably
be required by the relevant lending institution(s). CGL will not be providing
any corporate guarantee to the relevant lending institution(s). If a project
manager is appointed, LSG SPV will bear the project management fee
(currently anticipated to be approximately HK$11 million). In consideration
of CGL contributing the Property as security for the construction finance,

LSG SPV will make a quarterly payment of HK$2,130,000 each (estimated
to amount to approximately HK$28,000,000 in aggregate) to CGL during the
period from delivery of vacant possession of the Property to completion of
construction of the New Building. Such quarterly payments (calculated on
the basis of the value of the Property together with the Crocodile Building
thereon of approximately HK$213 million (before payment of the Land
Premium) and an interest rate of 4% p.a.) are intended to be financed from
LSG’s internal resources, and will be recorded as a part of the cost of
investment in the New Building in the consolidated accounts of LSG and as
income in the consolidated accounts of CGL.

Under the Development Agreement, prior to completion of the construction
of the New Building, LSG SPV shall allow CGL access to the development
works to inspect the New Building and to compile a list of defects or
outstanding works so that LSG SPV shall complete all outstanding remedial
works, and after completion, LSG SPV shall rectify and remedy all other
defects and outstanding works identified by CGL.

It is in the common interests of LSG and CGL to have the construction of
the New Building completed as soon as practicable and both parties are
reasonably confident that the construction will be completed in time and
therefore no provisions dealing with any delay in the Development
Agreement are considered necessary by respective directors of LSG and
CGL. LSG and CGL will agree to an extension of the deadline should any
need arise.

LSG has agreed to guarantee the obligations of LSG SPV under the
Development Agreement and indemnify CGL against all losses, damages,
costs and expenses which CGL may suffer through or arising from any
breach by LSG SPV of any of its obligations under the Development
Agreement. In addition, as security for the obligations of CGL under the
Development Agreement, CGL has appointed or will procure the
appointment of LSG as its attorney to do anything which CGL is required to
do but failed to do under the Development Agreement.

Upon occurrence of any event of default on the part of CGL, LSG is entitled
to call upon CGL forthwith to assign or procure assignment of the Property
together with the development works thereon to LSG at a consideration
equal to the assessed fair market value of the Property. The terms and
conditions of the Development Agreement were negotiated at arm’s length
between the parties thereto.

Conditions precedent:

The Development Agreement is conditional on the following:-

(a) the approval of the Independent Shareholders of CGL to all the
transactions contemplated by the Development Agreement;

(b) the approval of the Independent Shareholders of LSG to all the
transactions contemplated by the Development Agreement; and

(c) completion of the Share Purchase Agreement.



If any of the foregoing conditions precedent are not fulfilled on or before
31st December, 2006, the Development Agreement will terminate, save for
any claims in respect of antecedent breaches, and an appropriate
announcement will be made by both LSG and CGL.

Allocation of the New Building:

It is currently expected that the construction of the New Building will be
completed in or around mid-2009. On completion of the construction of the
New Building, the ownership of the New Building shall be allocated and
distributed between LSG SPV and CGL SPV in the proportion of 1 to 1.4 in
terms of the gross floor area. Accordingly, LSG SPV shall be entitled to, and
CGL SPV shall execute an assignment to assign to LSG SPV, the ownership
of such portion of the New Building with 100,000 square feet gross floor
area, and CGL SPV shall be entitled to the remaining portion of the New
Building with 140,000 square feet gross floor area, assuming a total gross
floor area of 240,000 square feet as currently anticipated. The stamp duty
payable on the assignment will be borne by LSG SPV. Following the
execution of the assignment, LSG SPV and CGL SPV will execute a deed of
mutual covenant which shall include mechanism(s) for calculating sharing
and/or allocation of maintenance costs and expenses for all common areas
and common facilities of the Property in line with usual methods, terms and
conditions commonly entered into between owners of undivided shares in
buildings similar to the completed New Building.

In addition, CGL SPV shall execute an assignment to assign the ownership
of all car parking spaces to an investment holding company which will be
owned in equal shares by LSG and CGL (or their respective nominees). The
stamp duty payable on the assignment will be borne by the investment
holding company.

Under the Development Agreement, LSG shall not be allowed to sell its
portion of the New Building or any part thereof to a third party without first
affording CGL a right to negotiate a potential sale and purchase in respect
of that interest. No similar right is granted to LSG in the event of sale of any
portion of the New Building by CGL. As such right is only a right of CGL
to negotiate a purchase of LSG’s interest in the New Building and does not
give CGL an automatic right to purchase that interest, the directors of LSG
consider that the lack of a similar right granted to LSG does not prejudice
the interest of the shareholders of LSG and the terms of the Development
Agreement in their totality are fair and reasonable.

It is currently planned that the portion of the New Building to which LSG
SPV shall be entitled will comprise mainly retail and restaurant space and
the portion of the New Building to which CGL SPV shall be entitled will
comprise mainly office space. However, the final specifications for the New
Building will be subject to, inter alia, various consents from Governmental
bodies, the final building gross floor area and other specifications are
subject to possible amendments.

FINANCIAL INFORMATION ON THE PROPERTY

The audited net profit (both before and after taxation and extraordinary
items) attributable to the Property and the Crocodile Building thereon for
the financial year ended 31st July, 2005, as incorporated in CGL’s audited
consolidated income statement for that year, was approximately HK$8.2
million. Included in the net profit generated from the Property and the
Crocodile Building thereon was a surplus on the revaluation of the Property
and the Crocodile Building thereon of HK$5 million. Taking into account
LSG’s approximate 54.93% interest in CGL, the audited net profit (both
before and after taxation and extraordinary items) attributable to the
Property and the Crocodile Building thereon for the financial year ended
31st July, 2005, as incorporated in LSG’s audited consolidated income
statement for that year, was approximately HK$4.5 million.

The audited net loss (both before and after taxation and extraordinary items)
attributable to the Property and the Crocodile Building thereon for the
financial year ended 31st July, 2004 as incorporated in CGL’s audited
consolidated income statement for that year, was approximately HK$8.4
million. Included in the net loss generated from the Property and the
Crocodile Building thereon was a deficit on the revaluation of the Property
and the Crocodile Building thereon of HK$12 million. Taking into account
LSG’s approximate 54.93% interest in CGL, the audited net loss (both
before and after taxation and extraordinary items) attributable to the
Property and the Crocodile Building thereon for the financial year ended
31st July, 2004, as incorporated in LSG’s audited consolidated income
statement for that year, was approximately HK$4.6 million.

The audited carrying value of the Property and the Crocodile Building
thereon as incorporated in the audited consolidated balance sheets of both
CGL and LSG as at 31st July, 2005 was HK$63 million.

REASONS FOR AND BENEFITS OF THE TRANSACTION

The directors of CGL regard the re-development of the Property as a project
of considerable potential benefit to CGL. The Property was originally used
by CGL for its own garment manufacturing purposes, but having long since
relocated its manufacturing operations to the PRC, the potential of the
Property has been severely curtailed by its industrial use limitation. With the
payment of the Land Premium and the resultant right to change the use to
commercial/office, the directors of CGL believe the development will
generate beneficial long-term returns to CGL. However, as the core business
of CGL is garment business, the directors of CGL have concluded that CGL
does not have the necessary resources and risk-appetite to undertake the
development on its own and believe that it is in the best interests of CGL to
conduct the project on a joint basis with LSG, itself a company with the
resources to fund the development and service the interest on any
construction finance obtained by LSG for the project. Moreover, LSG has
greater experience of property development than CGL as it is one of LSG’s
existing principal businesses.

The directors of LSG believe that participation in the joint re-development
of the Property will generate beneficial long-term returns to LSG. On
completion of the re-development, LSG will have made an important
addition to its portfolio of investment properties in Hong Kong boosting its
rental income base.

In addition to the above considerations, the respective directors of LSG and
CGL have taken into account the following factors for determining the
proposed apportionment of the New Building:

(a) the contribution of LSG to the project, being 50% of the Land
Premium, its quarterly payments to CGL, the construction costs
including interest on any construction finance to be obtained by
LSG SPV, the project management fee (if a project manager is
appointed) and its expertise and experience in property
development;

(b) the contribution of CGL to the project, being the Property which can
be re-developed into a non-industrial property and 50% of the Land
Premium;

(c) the estimated value and the estimated return on investment of the
portions of the New Building of mainly retail and restaurant space
to be allocated and distributed to LSG SPV; and

(d) the estimated value and the estimated return on investment of the
portions of the New Building of mainly office space to be allocated
and distributed to CGL.

The respective directors of LSG and CGL are satisfied with the proposed
apportionment of the New Building and believe that the apportionment
fairly reflects the relative contributions of CGL and LSG to the project. In
addition, the respective directors of LSG and CGL (including their
respective independent non-executive directors) believe that the terms of the
Development Agreement are in line with industry practice, fair and
reasonable and in the interests of the respective shareholders of LSG and
CGL.

FINANCIAL IMPACT OF THE TRANSACTION

Subject to confirmation from its auditors, no profit and loss impact on CGL
Group is expected as a result of the transaction and the demolition of the
Crocodile Building and it is believed that ultimate assignment of part of the

New Building to LSG SPV will not be accounted for as a disposal
transaction. The cash and bank balances of CGL Group as at 31st July, 2005
amounted to HK$276,796,000. CGL will apply HK$137,035,000 towards
payment of part of the Land Premium, and therefore the cash and bank
balances will be reduced by the same amount as a result of the transaction.

As at 31st July, 2005, LSG Group (excluding CGL Group) had cash and cash
equivalents of approximately HK$109,000,000 and unutilized bank
facilities of approximately HK$40,000,000. Since completion of the
Development Agreement is conditional on, inter alia, the completion of the
Share Purchase Agreement (being the disposal of the 314,800,000 shares in
CGL at a consideration of approximately HK$192,000,000), the payment of
HK$137,035,000 (representing 50% of the Land Premium) would be fully
funded by the sale proceeds to be obtained by LSG from such disposal. In
respect of the development and construction costs and the quarterly
payments, it is intended that LSG will finance such payments by
construction loan finance and/or internal resources. Therefore, the directors
of LSG consider that the Development Agreement will not have any material
adverse impact on the financial position of LSG Group (excluding CGL
Group).

The value of the Property (together with the buildings erected thereon) as at
24th February, 2006, prepared by an independent valuer, was approximately
HK$240 million. After taking into account the audited carrying value of the
Property (together with the buildings erected thereon) of HK$63 million, as
included in the CGL’s consolidated balance sheet as at 31st July, 2005, and
a 10% deposit paid by CGL of approximately HK$27 million on 14th
January, 2006 upon the acceptance of an offer from the Government to grant
a lease modification of the Property (detailed in the joint announcement
made by LSG and CGL on 14th January, 2006), there would be an increase
in the value of the Property by HK$150 million. The consolidated net assets
of CGL would be increased by approximately HK$124 million after taking
into account a provision for deferred tax of HK$26 million for the increase
in the value of the Property in compliance with the Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants.

INFORMATION ON LSG, CGL AND LSG SPV

LSG and Joy Mind, its wholly-owned subsidiary, together own
approximately 54.93% of the issued share capital of CGL as at the date of
this announcement. On 28th February, 2006, LSG and Joy Mind, its
wholly-owned subsidiary, entered into the Share Purchase Agreement with
Rich Promise Limited, a company wholly owned by Mr. Lam Kin Ming (the
chairman and chief executive officer of CGL and the chairman of LSG),
whereby LSG and Joy Mind conditionally agreed to sell to Rich Promise
Limited an aggregate of 314,800,000 shares in CGL, representing
approximately 51.01% of the issued share capital of CGL as at the date of
this announcement. Immediately following completion of the Share
Purchase Agreement, Rich Promise Limited will hold approximately 51.01%
of the issued share capital of CGL, and LSG will hold approximately 3.92%
of the issued share capital of CGL which will cease to be a subsidiary of
LSG. A separate joint announcement in relation to the Share Purchase
Agreement was made by LSG and CGL on 4th March, 2006.

LSG is the holding company of the LSG Group, which is principally
engaged in investment holding, manufacture and sale of garments, property
development and property investment. Apart from the interest in CGL which
will be sold to Rich Promise Limited under the Share Purchase Agreement
as mentioned above, LSG currently also holds approximately 45.13% in Lai
Fung Holdings Limited, a company listed on the Stock Exchange with
property interests principally in mainland of China and approximately
12.42% in Lai Sun Development Company Limited, a company listed on the
Stock Exchange with property and media-related interests. Following
completion of the Share Purchase Agreement as mentioned above,
manufacture and sale of garments will no longer be a core business of the
LSG Group.

LSG SPV, being a wholly-owned subsidiary of LSG, is an investment
holding company incorporated in Hong Kong.

CGL is a company incorporated in Hong Kong whose shares are listed on the
Stock Exchange. The principal businesses of CGL include the manufacture
and sale of garments and property investment.

REQUIREMENTS UNDER THE LISTING RULES

As mentioned in the section headed “Information on LSG, CGL and LSG
SPV” above, immediately following completion of the Share Purchase
Agreement, CGL will be owned by Rich Promise Limited as to
approximately 51.01% and therefore will be an associate of Rich Promise
Limited which is wholly owned by Mr. Lam Kin Ming. By virtue of Mr. Lam
Kin Ming currently being a director of LSG, CGL will therefore be a
connected person of LSG following completion of the Share Purchase
Agreement. The relevant percentage ratios with regard to LSG’s obligations
under the Development Agreement (including LSG SPV’s obligation of
making quarterly payments to CGL) under Rule 14.07 of the Listing Rules
exceed 25% but are less than 100%. Accordingly, the Development
Agreement (including LSG SPV’s obligation of making quarterly payments
to CGL) constitute a major and connected transaction for LSG.

So far as CGL is concerned, certain of the relevant percentage ratios under
Rule 14.07 of the Listing Rules, with regard to CGL’s obligations under the
Development Agreement (including CGL’s obligation of providing the
Security for the benefit of LSG SPV and of disposing of part of the New
Building to LSG SPV on completion of the development), exceed 75%. In
addition, since the counter-party to the Development Agreement is LSG,
which, as at the date of this announcement, is interested in approximately
54.93% of CGL’s issued share capital and is therefore a substantial
shareholder and a connected person (both as defined in the Listing Rules) of
CGL, the Development Agreement and the obligations of CGL thereunder
including as regards the provision of Security, constitute connected
transactions of CGL within the meaning of Chapter 14A of the Listing
Rules. CGL will make a further announcement as and when it is required to
put up the Security in relation to any construction finance obtained by LSG
SPV from relevant lending institution(s). Accordingly, the Development
Agreement (including CGL’s obligation of providing the Security for the
benefit of LSG SPV and of disposing of part of the New Building to LSG
SPV on completion of the development) constitute a very substantial
disposal and connected transaction for CGL.

Since the Development Agreement including all obligations thereunder
constitute a major and connected transaction for LSG and a very substantial
disposal and connected transaction for CGL, the Development Agreement
will be subject to the approval of their respective Independent Shareholders
under the Listing Rules. Voting on the Development Agreement will be
conducted by way of poll. At the EGM of CGL, LSG will abstain from
voting on the relevant resolution(s) regarding the Development Agreement.
At the EGM of LSG, members of the Lim Family and their respective
associates (as defined in the Listing Rules) will abstain from voting on the
relevant resolution(s) regarding the Development Agreement.

LSG will establish an independent board committee consisting of only Mr.
Leung Shu Yin, William, and CGL will establish an independent board
committee consisting of only Mr. Yeung Sui Sang, to advise their respective
Independent Shareholders as to whether the terms of the Development
Agreement are fair and reasonable and in the interests of LSG or CGL (as
the case may be) and their respective shareholders as a whole. LSG and CGL
will each appoint an independent financial adviser to advise their respective
independent board committees and their respective Independent
Shareholders in respect of the Development Agreement.

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 Development Agreement, a letter from the independent board
committee of LSG, a letter from the independent financial adviser, and a
notice convening the EGM, to the shareholders of LSG.

Similarly, within 21 days after the date of publication of this announcement,
CGL is required under the Listing Rules to dispatch a circular containing,

inter alia, details of the Development Agreement, a letter from the
independent board committee of CGL, a letter from the independent
financial adviser, and a notice convening the EGM, to the shareholders of
CGL.

SUSPENSION AND RESUMPTION OF TRADING IN SHARES OF
LSG AND CGL

At the request of LSG and CGL, trading in the shares of LSG and CGL
respectively on the Stock Exchange was suspended with effect from 9:30
a.m. on 28th February, 2006 pending the release of this announcement, the
joint announcement made by LSG and CGL on 4th March, 2006 in respect
of the disposal of LSG’s interest in CGL and the joint announcement made
by LSG and Lai Fung Holdings Limited on 4th March, 2006 in respect of the
disposal of LSG’s entire interest in Assetop Asia Limited. Application has
been made by each of LSG and CGL to the Stock Exchange for resumption
of trading in the shares of LSG and CGL respectively with effect from 9:30
a.m. on 6th March, 2006.

DEFINITIONS

“Building Authority” the Building Authority as defined in the Buildings
Ordinance (Cap. 123);

“CGL” Crocodile Garments Limited, a company
incorporated in Hong Kong, the shares of which
are listed on the Stock Exchange;

“CGL Group” CGL and its subsidiaries;

“CGL SPV” a wholly-owned subsidiary of CGL to be
established for the purposes of holding the
Property over the course of the development
referred to in this announcement;

“Completion” the fulfillment of all the obligations of LSG SPV
pursuant to the Development Agreement;

“Crocodile Building” the existing building located on the Property;

“Development
Agreement”

the conditional development agreement entered
into by LSG, LSG SPV and CGL in relation to the
joint development of the Property dated 28th
February, 2006;

“Development Plans” the preliminary plans for the development of the
Property as agreed by LSG SPV and CGL (as
amended from time to time by agreement by LSG,
LSG SPV and CGL and approved by the Building
Authority);

“EGM” an extraordinary general meeting of LSG or CGL,
as the case may be, convened to consider, and if
thought fit, approve, inter alia, the Development
Agreement;

“Government” the relevant government authority of Hong Kong;

“HK$” Hong Kong dollar(s);

“Hong Kong” the Hong Kong Special Administrative Region of
the PRC;

“Independent
Shareholders”

the shareholders of either LSG or CGL (as the case
may be) that have no material interest in the
Development Agreement and the transactions
contemplated thereby;

“Joy Mind” Joy Mind Limited, a company incorporated in
Hong Kong which is a wholly-owned subsidiary of
LSG;

“Land Premium” the total land premium payable by CGL to the
Government in respect of the Lease Modification,
being HK$274,070,000;

“Lease
Modification”

the modification of conditions of the government
lease of the Property, inter alia, to permit a change
of use from industrial to non-industrial (excluding
residential, godown, petrol filling station, hotel
and cinema);

“Lim Family” the late Mr. Lim Por Yen, Madam U Po Chu (being
spouse of the late Mr. Lim Por Yen), Mr. Lam Kin
Ming (being a son of the late Mr. Lim Por Yen) and
Mr. Lam Kin Ngok, Peter (being a son of the late
Mr. Lim Por Yen), Mr. Lam Hau Yin, Lester (being
a son of Mr. Lam Kin Ngok, Peter;

“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 SPV” Unipress Investments Limited, a company
incorporated in Hong Kong and an indirect
wholly-owned subsidiary of LSG;

“New Building” the building to be constructed on the Property
following the demolition of the Crocodile
Building, currently expected to be a
commercial/office building of approximately
240,000 square feet gross floor area with
approximately 54 car parking spaces;

“PRC” the People’s Republic of China;

“Property” the piece or parcel of land known as Kwun Tong
Inland Lot No. 692 at 79 Hoi Yuen Road, Kwun
Tong, Kowloon, as currently owned by CGL;

“Security” the security to be provided by CGL or CGL SPV to
the relevant lending institution(s) for the building
construction finance to be obtained by LSG SPV;

“Share Purchase
Agreement”

the conditional share purchase agreement entered
into by LSG, Joy Mind, Rich Promise Limited and
Mr. Lam Kin Ming in relation to the sale and
purchase of an approximate 51.01% interest in
CGL dated 28th February, 2006; and

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

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

Yeung Kam Hoi
Company Secretary

By Order of the Board
Crocodile Garments Limited

Yeung Kam Hoi
Company Secretary

Hong Kong, 4th March, 2006

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 CGL are Mr. Lam Kin
Ming, Mr. Lam Kin Ngok, Peter, Mr. Lam Kin Hong, Matthew and Miss Lam Wai Shan,
Vanessa; the non-executive directors are Mr. Shiu Kai Wah and Mr. Chiu Wai and the
independent non-executive directors are Mr. Wan Yee Hwa, Edward, Mr. Yeung Sui Sang
and Mr. Chow Bing Chiu.
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