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The respective boards of directors of LSG and eSun jointly announce that, on 26 July 2010, 
LSG and eSun entered into the conditional Shares Swap Agreement pursuant to which: 
 
(a) LSG has agreed to transfer or procure the transfer of, and eSun has agreed to accept 

transfer of, LSG's direct and indirect interests in 3,265,688,037 shares in the capital of 
Lai Fung, representing approximately 40.58% of the existing issued share capital of 
Lai Fung and LSG's entire shareholding interest in Lai Fung, for an aggregate 
consideration of approximately HK$3,883.2 million, to be settled by (i) the transfer to 
LSG of eSun’s entire shareholding interest in LSD pursuant to the LSD Transaction; 
and (ii) as to the balance (approximately HK$178.4 million) by the payment of cash 
(HK$100 million to be paid at Completion, and approximately HK$78.4 million to be 
paid, without interest, six months after the Completion Date); and 
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(b) eSun has agreed to procure the transfer of, and LSG has agreed to accept transfer of, 

eSun’s indirect interest in 5,200,000,000 shares in the capital of LSD, representing 
approximately 36.72% of the existing issued share capital of LSD and eSun's entire 
shareholding interest in LSD, for an aggregate consideration of approximately 
HK$3,704.8 million, to be settled by the transfer of LSG’s entire shareholding interest 
in Lai Fung pursuant to the Lai Fung Transaction.  

 
The Lai Fung Transaction constitutes a very substantial disposal and connected transaction for 
LSG under the Listing Rules on the basis that (i) one or more of the relevant Percentage 
Ratios applicable to LSG is above 75%; and (ii) eSun is treated, for these purposes, as an 
associate of Mr. Lam, and thereby a connected person of LSG.  The Lai Fung Transaction 
also constitutes a very substantial acquisition and connected transaction for eSun on the basis 
that (i) one or more of the relevant Percentage Ratios applicable to eSun is above 100%; and 
(ii) Mr. Lam (together with his associates) owns a controlling interest in LSG, making LSG 
his associate and a connected person of eSun. 
 
The LSD Transaction constitutes a very substantial disposal and connected transaction for 
eSun under the Listing Rules on the basis that (i) one or more of the relevant Percentage 
Ratios applicable to eSun is above 75%; and (ii) as noted above, Mr. Lam (together with his 
associates) owns a controlling interest in LSG, making LSG his associate and a connected 
person of eSun.  The LSD Transaction also constitutes a very substantial acquisition and 
connected transaction for LSG on the basis that (i) one or more of the relevant Percentage 
Ratios applicable to LSG is above 100%; and (ii) as noted above, eSun is treated, for these 
purposes, as an associate of Mr. Lam, and therefore a connected person of LSG.  Mr. Lam is 
also an executive director of each of LSG, LSD, eSun and Lai Fung.   
 
Accordingly, the Transactions, which are inter-conditional, are subject to the reporting, 
announcement and approval requirements of the Listing Rules, the latter necessitating the 
approvals of the respective Independent Shareholders of LSG and eSun, respectively.  In this 
regard, at the extraordinary general meeting of LSG to be convened for the purpose of 
approving the Transactions, all members of the Lam Family (in each case as may hold shares 
in LSG) and their respective associates will abstain from voting on the relevant resolution(s); 
and at the special general meeting of eSun to be convened for the purpose of approving the 
Transactions, each of LSD, its associates (as defined under the Listing Rules) and all 
members of the Lam Family (in each case as may hold shares in eSun) and their respective 
associates will abstain from voting on the relevant resolution(s). 
 
Notwithstanding the fact that, on Completion, LSG will increase its shareholding in LSD to 
above the 30% mandatory offer threshold prescribed by Rule 26 of the Takeovers Code; and 
eSun will acquire a shareholding in Lai Fung in excess of the same 30% threshold, no 
mandatory offer will be made by LSG or eSun to the independent shareholders of LSD and 
Lai Fung respectively. The Executive has granted a waiver to each of LSG and eSun from the 
obligation to make a mandatory general offer, on the basis of Note 6 to Rule 26.1 of the 
Takeovers Code.  
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Circulars containing further information on the Shares Swap Agreement, the respective advice 
of the independent board committees of LSG and eSun, letters from the respective 
independent financial advisers and notices of the respective extraordinary general meetings 
will be despatched to shareholders of LSG and eSun in accordance with the Listing Rules. 
Since additional time will be required for preparation of the financial information and the 
property valuation reports, based on the information currently available, the directors of each 
of LSG and eSun expect that the respective circulars of LSG and eSun will be despatched on 
or around 30 August 2010. 
 
Completion of the Shares Swap Agreement is subject to the satisfaction and/or waiver of 
the conditions precedent therein and therefore, may or may not proceed. Shareholders 
of LSG and eSun and potential investors are advised to exercise caution when dealing in 
the shares of LSG and eSun. 
 
 
INTRODUCTION 
 
The respective boards of directors of LSG and eSun jointly announce that, on 26 July 2010, 
LSG and eSun entered into the conditional Shares Swap Agreement pursuant to which: 
 
(a) LSG has agreed to transfer or procure the transfer of, and eSun has agreed to accept 

transfer of, LSG’s direct and indirect interests in 3,265,688,037 shares in the capital of 
Lai Fung, representing approximately 40.58% of the existing issued share capital of 
Lai Fung and LSG's entire shareholding interest in Lai Fung; and  

 
(b) eSun has agreed to procure the transfer of, and LSG has agreed to accept transfer of, 

eSun’s indirect interest in 5,200,000,000 shares in the capital of LSD, representing 
approximately 36.72% of the existing issued share capital of LSD and eSun's entire 
shareholding interest in LSD. 

 
SHARES SWAP AGREEMENT 
 
Date 
 
26 July 2010 
 
Parties 
 
1. LSG; and 
 
2. eSun. 
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The Lai Fung Transaction 
 
Subject to the terms and conditions of the Shares Swap Agreement, LSG has agreed to 
transfer or procure the transfer of, and eSun has agreed to accept transfer of, all legal and 
beneficial title in and to 3,265,688,037 shares in the capital of Lai Fung, representing 
approximately 40.58% of the existing issued share capital of Lai Fung and LSG’s entire 
interest in Lai Fung.  This will be effected via (i) a direct transfer by LSG of 1,869,206,362 
Lai Fung shares; and (ii) an indirect transfer, structured as a transfer by LSG of its shares in, 
and shareholder’s loans to, its wholly-owned subsidiary, Silver Glory Securities Limited, a 
company which, in turn, holds 1,396,481,675 Lai Fung shares as its only asset as at the date 
of the Shares Swap Agreement.  The aggregate consideration for the Lai Fung Transaction is 
approximately HK$3,883.2 million (being based on 40.58% of the Lai Fung Adjusted Net 
Asset Value as described under the section headed “Valuations for the purposes of the 
Transactions”), and is to be settled by (i) the transfer to LSG of eSun’s entire shareholding 
interest in LSD pursuant to the LSD Transaction; and (ii) as to the balance (approximately 
HK$178.4 million) by the payment of cash to LSG (HK$100 million to be paid at Completion, 
and approximately HK$78.4 million to be paid, without interest, six months after the 
Completion Date).  The consideration for the Lai Fung Transaction was determined by 
reference to the respective values of Lai Fung and LSD, as described further below. 
 
The consideration for the Lai Fung Transaction translates into approximately HK$1.19 per 
Lai Fung share payable by eSun and this represents a premium of approximately 358% to the 
closing market price of a Lai Fung share of HK$0.26 on 23 July 2010 (being the last trading 
day preceding the date of this announcement) and a premium of approximately 363% to the 
average closing market price of a Lai Fung share of HK$0.257 for the 10 trading days ended 
on 23 July 2010.  
 
The LSD Transaction 
 
Subject to the terms and conditions of the Shares Swap Agreement, eSun has agreed to 
procure the transfer of, and LSG has agreed to accept transfer of, all legal and beneficial title 
in and to 5,200,000,000 shares in the capital of LSD, representing approximately 36.72% of 
the existing issued share capital of LSD and eSun’s entire interest in LSD.  This will be 
effected via an indirect transfer, structured as a transfer by the eSun Group of its shares in, 
and shareholder’s loans to, its wholly-owned subsidiary, Zimba International Limited, a 
company which, in turn, holds 5,200,000,000 LSD shares as its only asset as at the date of the 
Shares Swap Agreement.  The aggregate consideration for the LSD Transaction is 
approximately HK$3,704.8 million (being based on 36.72% of the LSD Adjusted Net Asset 
Value as described under the section headed “Valuations for the purposes of the 
Transactions”), and is to be settled by the transfer of LSG’s entire shareholding interest in Lai 
Fung pursuant to the Lai Fung Transaction.  The consideration for the LSD Transaction was 
determined by reference to the respective values of LSD and Lai Fung, as described below.  
 
The consideration for the LSD Transaction translates into approximately HK$0.71 per LSD 
share payable by LSG and this represents a premium of approximately 383% to the closing 
market price of a LSD share of HK$0.147 on 23 July 2010 (being the last trading day 
preceding the date of this announcement) and a premium of approximately 390% to the 
average closing market price of a LSD share of HK$0.145 for the 10 trading days ended on 23 
July 2010.  
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Valuations for the purposes of the Transactions  
 
For the purposes of both the Lai Fung Transaction and LSD Transaction:  
 
(a) the shares of Lai Fung have been valued on the basis of the unaudited consolidated net 

asset of Lai Fung of approximately HK$7,555.4 million, determined by reference to the 
interim report of Lai Fung for the six months ended 31 January 2010, adjusted to reflect 
the increase in the fair market value of the landed property and related interests (after 
taking into account the estimated corresponding effects on the deferred tax liabilities) of 
Lai Fung, as at 31 May 2010 of approximately HK$2,013.8 million.  The fair market 
value of the landed property interests has been determined by an independent valuer 
jointly appointed by LSG and eSun.  The Lai Fung Adjusted Net Asset Value is 
approximately HK$9,569.2 million; and  

 
(b) the shares of LSD have been valued on the basis of the unaudited consolidated net asset 

of LSD of approximately HK$8,572.7 million, determined by reference to the interim 
report of LSD for the six months ended 31 January 2010, adjusted to reflect (i) the 
increase in the fair market values of the landed property and related interests (after taking 
into account the estimated corresponding effects on the deferred tax liabilities and the 
corresponding financial effects related to the cross-shareholding between LSD and eSun) 
of LSD and eSun, as at 31 May 2010 of approximately HK$1,786.9 million; and (ii) the 
fair value of a historic tax indemnity given by LSD to Lai Fung as at 31 May 2010 
pursuant to an indemnity deed dated 12 November 1997 entered into between LSD and 
Lai Fung (after taking into account the financial effects related to the cross-shareholding 
between LSD and eSun) which would result in a decrease in the LSD Adjusted Net Asset 
Value of approximately HK$270.2 million.  The fair market value of the landed 
property interests has been determined by another independent valuer jointly appointed 
by LSG and eSun.  The LSD Adjusted Net Asset Value is approximately HK$10,089.4 
million.   

 
Given that the agreed aggregate value of the Lai Fung shares being transferred pursuant to the 
Lai Fung Transaction exceeds the agreed aggregate value of the LSD shares being transferred 
pursuant to the LSD Transaction by a total amount of approximately HK$178.4 million, eSun 
has agreed to pay to LSG an additional cash sum of approximately HK$178.4 million to 
account for this difference (HK$100 million to be paid at Completion, and approximately 
HK$78.4 million to be paid, without interest, six months after the Completion Date).  
 
Details of the valuations of properties of Lai Fung, LSD and eSun, prepared by the 
independent valuers, will be set out in the respective circulars of LSG and eSun.  
 
Completion and Conditions Precedent 
 
Completion will take place on the Completion Date and completion of the Lai Fung 
Transaction and the LSD Transaction shall occur at the same time and place and no party shall 
be obliged to complete any of which unless they are completed at the same time and place 
(unless otherwise agreed upon by the parties).  Completion is conditional upon the following 
conditions being satisfied or waived pursuant to the terms of the Shares Swap Agreement on or 
before the Long Stop Date: 
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(a) the passing of a resolution at an extraordinary general meeting of LSG by the 
Independent Shareholders of LSG to approve the Shares Swap Agreement and the 
transactions contemplated thereunder; 

(b) the passing of a resolution at a special general meeting of eSun by the Independent 
Shareholders of eSun to approve the Shares Swap Agreement and the transactions 
contemplated thereunder; 

(c) the general offer waivers (as described further below) remaining valid and in full force 
and not having been withdrawn, cancelled or revoked by the Executive; 

(d) the Lai Fung shares remaining listed on the Stock Exchange;  

(e) the LSD shares remaining listed on the Stock Exchange; 

(f) all relevant bank and other third party consents, approvals or waivers necessary for the 
Transactions having been obtained (and not revoked);  

(g) the warranties given by LSG pursuant to the Shares Swap Agreement remaining true, 
accurate and not misleading in all material respects; and 

(h) the warranties given by eSun pursuant to the Shares Swap Agreement remaining true, 
accurate and not misleading in all material respects. 

In the event that not all the conditions have been fulfilled or waived pursuant to the terms of 
the Shares Swap Agreement (as the case may be) on the Long Stop Date, the Shares Swap 
Agreement shall lapse and be of no further effect and no party shall have any claim against or 
liability or obligation to the other party save in respect of any antecedent breach. 
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SHAREHOLDING STRUCTURE 
 
Based upon the shares in issue for each of the companies identified below, as at the date of 
this announcement (and assuming no changes to such issued share capitals prior to 
Completion), the simplified shareholding structure of the relevant companies before and after 
the Reorganisation will be as follows:- 
 
Before the Reorganisation 
 
The following reflects the simplified shareholding structure of the relevant companies as at 
the date of this announcement. 
 
 

The Lam Family  
 
 
 LSG 
 
 
 LSD  
 
 
 
 
 
After the Reorganisation 
 
The following reflects the simplified shareholding structure of the relevant companies upon 
Completion (assuming no changes in the issued share capital of any of the companies prior to 
Completion). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Lai Fung 

42.02% 

40.58% 

36.72% 36.08% 

11.25% 

eSun 

The Lam Family 

LSG 

LSD 

eSun 

42.02% 

36.08% 

47.97% 

40.58% 

Lai Fung 
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REASONS FOR AND BENEFITS OF THE TRANSACTIONS  
 
The directors of LSG and, in the case of the independent non-executive directors, subject to 
the further advice of the independent financial advisor, believe that the terms of the 
Transactions are fair and reasonable and in the interests of the shareholders of LSG as a whole. 
The transfer of LSG’s interest in Lai Fung in exchange for a further interest in LSD (together 
with a balancing cash payment) will result in LSG increasing its equity interest in LSD to 
above 20% such that it can equity account for the results of LSD and thereby also increasing 
its exposure to the Hong Kong property portfolio of LSD.  Upon completion of the 
Transactions, LSG anticipates booking a gain in its consolidated income statement as set out 
in more detail in the section headed “Financial Effects to the LSG Group in relation to the 
Transactions”.  
 
The directors of eSun and, in the case of the independent non-executive directors, subject to 
the further advice of the independent financial advisor, believe that the terms of the 
Transactions are fair and reasonable and in the interests of the shareholders of eSun as a 
whole.  As a result of the Lai Fung Transaction, eSun will become the controlling 
shareholder of Lai Fung with a well-established portfolio of property interests in Mainland 
China and will share the operating profit of Lai Fung as an associate (as that expression is 
used in the context of the Hong Kong Financial Reporting Standards) of eSun. Upon 
completion of the LSD Transaction, eSun anticipates booking a gain in its consolidated 
income statement as set out in more detail in the section headed “Financial Effects to the eSun 
Group in relation to the Transactions”. 
 
In addition, by virtue of the LSD Transaction, eSun and LSD will dismantle the cross-holding 
structure that has existed since 2004, by virtue of which eSun has been the controlling 
shareholder of LSD and, in turn, LSD has been the controlling shareholder of eSun.  This 
cross-holding arose as a result of a debt restructuring exercise effected by LSD, which saw 
LSD allotting shares to its principal creditors, including eSun, to capitalise part of the debts 
owed by LSD to those creditors. The Transactions enable the entire Lai Sun Group to simplify 
the ownership structure of eSun (and LSD) and eliminate the circular effect of the accounting 
treatment of the cross-holdings. Historically, where both eSun and LSD have recorded losses, 
each of eSun and LSD has had to account for its share of losses in LSD and eSun, 
respectively, as an associate.  By unlocking this structure, the magnifying effect of the 
cross-held interests will be eliminated.  More importantly, the directors of each of LSG and 
eSun believe that the simplified shareholding structure will provide greater clarity to 
shareholders and the market with regard to the core business of each of the company, and will 
potentially enhance investors’ interest in investing in LSD and eSun, and as a result, improve 
liquidity in the shares. This will directly benefit eSun and indirectly benefit LSG as LSD will 
become an associate (as that expression is used in the context of the Hong Kong Financial 
Reporting Standards) of LSG upon completion of the Transactions. 
 
The directors of each of LSG and eSun and, in the case of the independent non-executive 
directors of each company, subject to the further advice of the independent financial advisors, 
see the Transactions as a fair exchange because the property values of Lai Fung and LSD, 
which constitute the majority of the assets of the respective companies, have been determined 
by independent valuers. The respective directors of LSG and eSun believe that the valuation 
methodology used in the Shares Swap Agreement more closely replicates the true underlying 
value of the respective companies as opposed to the current market price of each company’s 
shares, which are trading at a substantial discount to the book value of the companies.  
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The total cash amount, of approximately HK$178.4 million, payable by eSun as part of the 
Transactions will be funded from the eSun Group’s internal resources.  Such cash proceeds 
will be applied by LSG, as recipient, towards the working capital of the LSG Group.  
 
PRINCIPAL BUSINESS ACTIVITIES OF LSG, eSUN, LSD AND LAI FUNG  
 
The principal business activities of the LSG Group include property development and 
investment in Hong Kong and investment holding. 
 
The principal business activities of the eSun Group comprise the development and operation 
of, and investment in, media and entertainment, production and distribution of music and 
films and video format products, the provision of advertising agency services and the 
development of Macao Studio City, an integrated leisure resort comprising theatre, concert 
and live entertainment, retail and gaming facilities and hotels in Cotai, Macau Special 
Administrative Region of PRC.  
 
The principal business activities of the LSD Group include property development for sale and 
investment purpose and property investment in Hong Kong, investment in and the operation 
of hotels and restaurants and investment holding. 
 
The principal business activities of the Lai Fung Group include property development for sale 
and property investment in the PRC. 
 
FINANCIAL INFORMATION OF LAI FUNG 
 
The audited consolidated net profit (before taxation and extraordinary items) and consolidated 
net profit (after taxation and extraordinary items) of the Lai Fung Group for the financial year 
ended 31 July 2009, were approximately HK$767.7 million and HK$406.9 million 
respectively.  The audited consolidated net profit (before taxation and extraordinary items) 
and consolidated net profits (after taxation and extraordinary items) of the Lai Fung Group for 
the financial year ended 31 July 2008, were approximately HK$625.2 million and HK$206.0 
million respectively. The unaudited consolidated net asset of the Lai Fung Group as at 31 
January 2010 was approximately HK$7,555.4 million. 
 
The aggregate original purchase cost of the 3,265,688,037 shares in Lai Fung held by the LSG 
Group was approximately HK$731.4 million.  

 
FINANCIAL INFORMATION OF LSD 
 
The audited consolidated net loss (before taxation and extraordinary items) and consolidated 
net loss (after taxation and extraordinary items) of the LSD Group for the financial year ended 
31 July 2009, were approximately HK$179.6 million and HK$221.0 million respectively.  
The audited consolidated net profit (before taxation and extraordinary items) and consolidated 
net profit (after taxation and extraordinary items) of the LSD Group for the financial year 
ended 31 July 2008, were approximately HK$1,176.6 million and HK$1,013.3 million 
respectively.  The unaudited consolidated net asset of the LSD Group as at 31 January 2010 
was approximately HK$8,572.7 million. 
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The eSun Group acquired its interest in LSD in 2004, when it was allotted a total of 
5,200,000,000 new ordinary shares of LSD pursuant to a debt restructuring exercise of LSD, 
which saw LSD in settlement of a debt due to the eSun Group in the amount of approximately 
HK$1,500 million via (i) a cash repayment of HK$20 million; (ii) a five year interest-bearing 
term loan in the principal amount of HK$225 million; and (iii) an allotment of 5,200,000,000 
new LSD shares having a par value of HK$0.50 per share.  As such, the cost to eSun of the 
5,200,000,000 LSD Shares is taken to be HK$1,255 million.  LSD subsequently (in 2006) 
implemented a capital reduction exercise by which paid-up capital was cancelled to the extent 
of HK$0.49 per share, thereby reducing the nominal value of each share to HK$0.01. 
 
FINANCIAL EFFECTS TO THE eSUN GROUP IN RELATION TO THE 
TRANSACTIONS  
 
LSD Transaction 
 
The consideration to be received by the eSun Group for the disposal of its 36.72% equity 
interest in LSD is determined by reference to the LSD Adjusted Net Asset Value.  Since the 
Lai Fung Adjusted Net Asset Value pertaining to the 40.58% equity interest in Lai Fung of 
approximately HK$3,883.2 million is higher than the LSD Adjusted Net Asset Value 
pertaining to the 36.72% equity interest in LSD of approximately HK$3,704.8 million, the 
consideration to be received by the eSun Group would be settled by a transfer of LSG’s 
40.58% equity interest in Lai Fung to the eSun Group with the balance of the surplus to be 
settled by a cash transfer of approximately HK$178.4 million by eSun to LSG. 
 
As at 31 December 2009, the eSun Group’s 36.72% share of net asset of the LSD Group as 
included in interests in associates of the audited consolidated financial statements of the eSun 
Group for the year ended 31 December 2009 was approximately HK$3,153.2 million.   
 
Taking into account the estimated consideration to be received by the eSun Group of 
approximately HK$3,704.8 million for the disposal of 36.72% equity interest in LSD and the 
eSun Group’s share of net assets of the LSD Group as at 31 December 2009 of approximately 
HK$3,153.2 million, an estimated gain on disposal before expenses (before release of 
reserves) to be recognised by the eSun Group in its consolidated income statement is 
approximately HK$551.6 million.  The consolidated net assets of the eSun Group would 
increase accordingly by approximately HK$551.6 million before expenses.  After taking into 
account the release of reserves shared by the eSun Group of approximately HK$232.6 million 
upon Completion, the overall estimated gain on disposal before expenses to be recognised in 
the consolidated income statement would further increase from approximately HK$551.6 
million to approximately HK$784.2 million.  Such release of reserves would not have 
impact on the consolidated net assets of the eSun Group.   
 
The calculation of the above financial effects and the related accounting treatments is subject 
to the review of the auditors of eSun.  Upon Completion, the actual financial effects for 
accounting purposes will need to be recalculated based on the actual carrying amount of the 
eSun Group’s 36.72% share of net assets of the LSD Group as at the Completion Date and the 
fair value of the net assets of the Lai Fung Group as at the Completion Date and are expected 
to be different from the amounts disclosed above. 
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Upon Completion, LSD will cease to be an associate of the eSun Group and the results and 
net assets of the LSD Group will no longer be equity accounted for as an associate in the 
consolidated financial statements of the eSun Group.   
 
Lai Fung Transaction 
 
The consideration to be given by the eSun Group for the acquisition of 40.58% equity interest 
in Lai Fung is determined by reference to the Lai Fung Adjusted Net Asset Value.  Since the 
Lai Fung Adjusted Net Asset Value pertaining to the 40.58% equity interest in Lai Fung of 
approximately HK$3,883.2 million is higher than the LSD Adjusted Net Asset Value 
pertaining to the 36.72% equity interest in LSD of approximately HK$3,704.8 million, the 
consideration to be given by the eSun Group would be settled by eSun transferring its 36.72% 
of equity interest in LSD to the LSG Group plus a cash consideration of approximately 
HK$178.4 million.  As the estimated consideration to be given by the eSun Group to acquire 
the 40.58% equity interest in Lai Fung (being the eSun Group’s 36.72% share in the LSD 
Adjusted Net Asset Value to be disposed of plus the cash consideration to be paid) is same as 
the eSun Group’s 40.58% share in the Lai Fung Adjusted Net Asset Value to be acquired, the 
Lai Fung Transaction would have no material financial impact on consolidated net assets of 
the eSun Group.  
 
Upon Completion, for accounting purposes and in accordance with the prevailing accounting 
standards, the actual amount of the eSun Group’s 36.72% share of the fair value of the net 
assets of the LSD Group and the eSun Group’s 40.58% share of the fair value of the net assets 
of the Lai Fung Group will need to be remeasured.  Any difference between the 
consideration given for accounting purposes (being the eSun Group’s 36.72% share of the fair 
value of the net assets of the LSD Group plus the cash consideration to be paid by the eSun 
Group) and the eSun Group’s 40.58% share of the fair value of the net assets of the Lai Fung 
Group will be treated as a goodwill or discount on acquisition in the eSun Group’s 
consolidated financial statements in accordance with its accounting policy. 
 
Upon Completion, Lai Fung will become a 40.58%-owned associate of the eSun Group and 
the results and net assets of the Lai Fung Group will be equity accounted for in the 
consolidated financial statements of the eSun Group. 
 
FINANCIAL EFFECTS TO THE LSG GROUP IN RELATION TO THE 
TRANSACTIONS 
 
Lai Fung Transaction 
 
The consideration to be received by the LSG Group for the disposal of 40.58% equity interest 
in Lai Fung is determined by reference to the Lai Fung Adjusted Net Asset Value.  Since the 
Lai Fung Adjusted Net Asset Value pertaining to the 40.58% equity interest in Lai Fung of 
approximately HK$3,883.2 million is higher than the LSD Adjusted Net Asset Value 
pertaining to the 36.72% equity interest in LSD of approximately HK$3,704.8 million, the 
consideration to be received by the LSG Group would be settled by a transfer of eSun’s 
36.72% equity interest in LSD to the LSG Group plus a cash consideration of approximately 
HK$178.4 million. 
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As at 31 January 2010, the LSG Group’s 40.58% share of net assets of the Lai Fung Group as 
included in interests in associates of the unaudited consolidated financial statements of the 
LSG Group for the six months ended 31 January 2010 was approximately HK$3,326.9 
million. 
 
Taking into account the estimated consideration to be received by the LSG Group of 
approximately HK$3,883.2 million for the disposal of 40.58% equity interest in Lai Fung and 
the LSG Group’s share of net assets of the Lai Fung Group as at 31 January 2010 of 
approximately HK$3,326.9 million, an estimated gain on disposal before expenses (before 
release of reserves) to be recognised by the LSG Group in its consolidated income statement 
is approximately HK$556.3 million.  The consolidated net assets of the LSG Group would 
increase accordingly by approximately HK$556.3 million before expenses.  After taking into 
account the release of reserves shared by the LSG Group of approximately HK$487.0 million 
upon Completion, the overall estimated gain on disposal before expenses to be recognised in 
the consolidated income statement would further increase from approximately HK$556.3 
million to approximately HK$1,043.3 million.  Such release of reserves would not have 
impact on the consolidated net assets of the LSG Group.  
 
The calculation of the above financial effects and the related accounting treatments is subject 
to the review of the auditors of LSG.  Upon completion, the actual financial effects, for 
accounting purposes, will need to be recalculated based on the actual carrying amount of the 
LSG Group’s 40.58% share of net assets of the Lai Fung Group as at the Completion Date and 
the fair value of the net assets of the LSD Group as at the Completion Date and are expected 
to be different from the amounts disclosed above. 
 
Upon Completion, Lai Fung will cease to be an associate of the LSG Group and the results 
and net assets of the Lai Fung Group will no longer be equity accounted for as an associate in 
the consolidated financial statements of the LSG Group. 
 
LSD Transaction 
 
The consideration to be given by the LSG Group for the acquisition of a 36.72% equity 
interest in LSD is determined by reference to the LSD Adjusted Net Asset Value.  Since the 
Lai Fung Adjusted Net Asset Value pertaining to the 40.58% equity interest in Lai Fung of 
approximately HK$3,883.2 million is higher than the LSD Adjusted Net Asset Value 
pertaining to the 36.72% equity interest in LSD of approximately HK$3,704.8 million, the 
consideration to be given by the LSG Group would be settled by a transfer of LSG’s 40.58% 
equity interest in Lai Fung to the eSun Group with the balance of the surplus to be settled by a 
cash consideration of approximately HK$178.4 million to be received by the LSG Group 
from the eSun Group. 
 
As at 31 January 2010, the LSG Group held a 11.18% equity interest in LSD which was 
accounted for as an available-for-sale investment.  In February 2010, the LSG Group further 
acquired 10,000,000 shares of LSD, which represented 0.07% equity interest in LSD, on the 
stock market.  The acquisition cost of these 10,000,000 LSD shares was approximately 
HK$1.2 million.  As at the date of this announcement, the LSG Group holds 11.25% equity 
interest in LSD.  The 11.25% equity interest in LSD is stated at a carrying value based on the 
market price of LSD shares and any change in the carrying value on that basis would be 
recognised as gain or loss in the LSG Group’s investment revaluation reserve.  
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After taking into account the acquisition of an additional 36.72% equity interest in LSD, LSG 
will hold a 47.97% equity interest in LSD upon Completion.  In accordance with prevailing 
Hong Kong Financial Reporting Standards, the existing 11.25% equity interest of LSD held 
by the LSG Group is treated as if it were disposed of and reacquired at its carrying value as at 
the Completion Date based on the market price of LSD shares.  Therefore, the carrying value 
of such 11.25% equity interest in LSD would become part of the acquisition cost of the 
47.97% equity interest in LSD in stages as an associate.  Any reserves retained by LSG 
under its 11.25% equity interest in LSD will be recycled and released to the consolidated 
income statement of the LSG Group as a gain or loss. 
 
As at 31 May 2010, the carrying value of the LSG Group’s 11.25% equity interest in LSD was 
approximately HK$210.3 million and the corresponding investment revaluation reserve and 
exchange fluctuation reserve retained by the LSG Group were approximately HK$8.0 million 
and HK$7.0 million, respectively.  Assuming that the investment revaluation reserve and 
exchange fluctuation reserve retained by the LSG Group as at 31 May 2010 are the same as 
those as at the Completion Date, an aggregate amount of HK$15.0 million would be recycled 
and released to the consolidated income statement as a gain upon Completion.  Such recycle 
and release would have no overall net impact on the consolidated net assets of the LSG 
Group. 
 
Taking into account the estimated fair value of consideration given by the LSG Group of 
approximately HK$3,704.8 million and the carrying value of the LSG Group’s 11.25% equity 
interest in LSD of approximately HK$210.3 million as mentioned above, the total cost of 
acquisition of LSD in stages, as an associate, is estimated to be approximately HK$3,915.1 
million.  The excess of the LSG Group’s 47.97% share of the LSD Adjusted Net Asset Value 
of approximately HK$4,839.9 million over the total cost of acquisition of approximately 
HK$3,915.1 million is treated as a discount on acquisition of approximately HK$924.8 
million before expenses and is recognised as a gain in the consolidated income statement of 
the LSG Group upon Completion. The consolidated net assets of the LSG Group would 
accordingly increase by approximately HK$924.8 million before expenses upon Completion.  
 
The calculation of the above financial effects and related accounting treatment is subject to 
the review of the auditors of LSG.  Upon Completion, the actual financial effects, for 
accounting purposes, will need to be recalculated based on the closing market price of LSD 
shares and the fair values of the net assets of both the LSD Group and the Lai Fung Group as 
at the Completion Date and are expected to be different from the amounts disclosed above. 
 
Upon Completion, LSD will become a 47.97%-owned associate of the LSG Group and the 
results and net assets of the LSD Group will be equity accounted for in the consolidated 
financial statements of the LSG Group. 
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LISTING RULES IMPLICATIONS OF THE REORGANISATION 
 
The Lai Fung Transaction constitutes a very substantial disposal and connected transaction for 
LSG under the Listing Rules on the basis that (i) one or more of the relevant Percentage 
Ratios applicable to LSG is above 75%; and (ii) eSun is treated, for these purposes, as an 
associate of Mr. Lam, and thereby a connected person of LSG. The Lai Fung Transaction also 
constitutes a very substantial acquisition and connected transaction for eSun on the basis that 
(i) one or more of the relevant Percentage Ratios applicable to eSun is above 100%; and (ii) 
Mr. Lam (together with his associates) owns a controlling interest in LSG, making LSG his 
associate and a connected person of eSun. 
 
The LSD Transaction constitutes a very substantial disposal and connected transaction for 
eSun under the Listing Rules on the basis that (i) one or more of the relevant Percentage 
Ratios applicable to eSun is above 75%; and (ii) as noted above, Mr. Lam (together with his 
associates) owns a controlling interest in LSG, making LSG his associate and a connected 
person of eSun.  The LSD Transaction also constitutes a very substantial acquisition and 
connected transaction for LSG on the basis that (i) one or more of the relevant Percentage 
Ratios applicable to LSG is above 100%; and (ii) as noted above, eSun is treated, for these 
purposes, as an associate of Mr. Lam, and therefore a connected person of LSG.  Mr. Lam is 
also an executive director of each of LSG, LSD, eSun and Lai Fung.   
 
Accordingly, the Transactions, which are inter-conditional, are subject to the reporting, 
announcement and approval requirements of the Listing Rules, the latter necessitating the 
approvals of the respective Independent Shareholders of LSG and eSun, respectively.  In this 
regard, at the extraordinary general meeting of LSG to be convened for the purpose of 
approving the Transactions, all members of the Lam Family (in each case as may hold shares 
in LSG) and their respective associates will abstain from voting on the relevant resolution(s); 
and at the special general meeting of eSun to be convened for the purpose of approving the 
Transactions, each of LSD, its associates (as defined under the Listing Rules) and all 
members of the Lam Family (in each case as may hold shares in eSun) and their respective 
associates will abstain from voting on the relevant resolution(s). 
 
Independent board committees of LSG and eSun will be constituted to make 
recommendations to the Independent Shareholders of LSG and eSun respectively, in respect 
of resolutions to approve the Shares Swap Agreement.  An independent financial adviser 
will be appointed by each of LSG and eSun to advise the independent board committees of 
LSG and eSun, and Independent Shareholders of LSG and eSun, respectively, as to whether 
the terms of the Shares Swap Agreement are fair and reasonable so far as the shareholders of 
LSG and eSun are concerned and in the interests of such shareholders.   
 
Circulars containing further information on the Shares Swap Agreement, the respective advice 
of the independent board committees of LSG and eSun, letters from the respective 
independent financial advisers and notices of the respective extraordinary general meetings 
will be despatched to shareholders of LSG and eSun in accordance with the Listing Rules. 
Since additional time will be required for preparation of the financial information and the 
property valuation reports, based on the information currently available, the directors of each 
of LSG and eSun expect that the respective circulars of LSG and eSun will be despatched on 
or around 30 August 2010. 
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TAKEOVERS CODE WAIVERS  
 
Notwithstanding the fact that, on Completion, LSG will increase its shareholding in LSD to 
above the 30% mandatory offer threshold prescribed by Rule 26 of the Takeovers Code; and 
eSun will acquire a shareholding in Lai Fung in excess of the same 30% threshold, no 
mandatory offer will be made by LSG or eSun to the independent shareholders of LSD and 
Lai Fung respectively. The Executive has granted a waiver to each of LSG and eSun from the 
obligation to make a mandatory general offer, on the basis of Note 6 to Rule 26.1 of the 
Takeovers Code.  
 
Completion of the Shares Swap Agreement is subject to the satisfaction and/or waiver of 
the conditions precedent therein and therefore, may or may not proceed. Shareholders 
of LSG and eSun and potential investors are advised to exercise caution when dealing in 
the shares of LSG and eSun. 
 
DEFINITIONS 
 
In this announcement, unless the context otherwise requires, the following expressions shall 
have the following meanings when used herein: 
 
“associate”  
 

has the meaning ascribed to it under the Listing Rules;  

“Business Day” means a day on which licensed banks are generally opened for 
business in Hong Kong (excluding Saturdays); 
 

“Completion” completion of the Transactions in accordance with the terms of 
the Shares Swap Agreement;  
 

“Completion Date” means the date when Completion shall take place, being the 
seventh Business Day after satisfaction or waiver of the last of 
the pre-conditions or such other date as may be agreed 
between the parties to the Shares Swap Agreement; 
 

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

“controlling shareholder”  has the meaning ascribed to it under the Listing Rules;  
 

“eSun” eSun Holdings Limited, a company incorporated in Bermuda, 
the shares of which are listed on the Stock Exchange (Stock 
Code: 571); 
 

“eSun Group” eSun and its subsidiaries; 
 

“Executive”  
 

the executive director of the corporate finance division of the 
Securities and Futures Commission or any delegate of the 
executive director;  
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‘‘HK$’’ Hong Kong dollars, the lawful currency of Hong Kong; 
 

‘‘Hong Kong’’ Hong Kong Special Administrative Region of the PRC; 
 

“Independent 
Shareholders”  

shareholders of the relevant company excluding (a) in the case 
of LSG, all members of the Lam Family; and (b) in the case of 
eSun, all members of the Lam Family and LSD and its 
associates;  
 

‘‘Lai Fung’’ Lai Fung Holdings Limited, a company incorporated in the 
Cayman Islands, the shares of which are listed on the Stock 
Exchange (Stock Code: 1125); 
 

“Lai Fung Adjusted Net 
Asset Value” 

consolidated net asset value attributable to the shareholders of 
Lai Fung as set out in the published interim report of Lai Fung 
for the six months ended 31 January 2010 and adjusted to 
reflect the fair market value of all the landed property and 
related interests (after taking into account the estimated 
corresponding effects on the deferred tax liabilities) of Lai 
Fung as at 31 May 2010; 
 

‘‘Lai Fung Group’’ Lai Fung and its subsidiaries; 
 

‘‘Lai Fung Transaction’’ the sale, by LSG, and purchase by eSun, of LSG’s direct and 
indirect interests in 3,265,688,037 shares in the capital of Lai 
Fung pursuant to the terms of the Shares Swap Agreement;  
 

“Lam Family”  Mr. Lam, Madam U Po Chu (being the mother of Mr. Lam), 
Mr. Lam Kin Ming (being a brother of Mr. Lam), Mr. Lam 
Kin Hong, Matthew (being a brother of Mr. Lam) and Mr. 
Lam Hau Yin, Lester (being a son of Mr. Lam) together with 
their respective associates;  
 

‘‘LSD’’ Lai Sun Development Company Limited, a company 
incorporated in Hong Kong, the shares of which are listed on 
the Stock Exchange (Stock Code: 488); 
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“LSD Adjusted Net Asset 
Value” 

consolidated net asset value attributable to the shareholders of 
LSD as set out in the published interim report of LSD for the 
six months ended 31 January 2010 and adjusted to reflect (i) 
the fair market values of all the landed property and related 
interests (after taking into account estimated corresponding 
effects on the deferred tax liabilities and the corresponding 
financial effects related to the cross-shareholding between 
LSD and eSun) of LSD and eSun as at 31 May 2010, and (ii) 
the fair value of a tax indemnity given by LSD to Lai Fung as 
at 31 May 2010 pursuant to an indemnity deed dated 12 
November 1997 entered into between LSD and Lai Fung (after 
taking into account the financial effects related to the 
cross-shareholding between LSD and eSun); 
 

‘‘LSD Group’’ LSD and its subsidiaries; 
 

‘‘LSD Transaction’’ the sale, by eSun, and purchase, by LSG, of eSun’s indirect 
interests in 5,200,000,000 shares in the capital of LSD 
pursuant to the terms of the Shares Swap Agreement;  
 

“LSG” Lai Sun Garment (International) Limited, a company 
incorporated in Hong Kong, the shares of which are listed on 
the Stock Exchange (Stock Code: 191); 
 

“LSG Group” LSG and its subsidiaries; 
 

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited; 
 

“Long Stop Date” means 30 September 2010 or such later date as may be agreed 
between the parties to the Shares Swap Agreement; 
 

‘‘Mr. Lam’’ Mr. Lam Kin Ngok, Peter, a member of the Lam Family and a 
director of each of LSG, LSD, eSun and Lai Fung;  
 

‘‘Percentage Ratios’’ percentage ratios as set out in Rule 14.07 of the Listing Rules 
to be applied for determining the classification of a 
transaction; 
 

‘‘PRC’’ The People’s Republic of China; 
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‘‘Reorganisation’’ the reorganisation of the ownership structure of LSD, eSun 
and Lai Fung to be effected as a result of the Shares Swap 
Agreement; 
 

‘‘Shares Swap 
Agreement’’ 

the shares swap agreement dated 26 July 2010 between LSG 
and eSun setting out the terms and conditions of the 
Transactions;  
 

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

“Takeovers Code”  
 

the Hong Kong Code on Takeovers and Mergers;  

“Transactions”  the Lai Fung Transaction and the LSD Transaction; and  
 

‘‘%’’ per cent. 
 

 
On behalf of the Board of 

Lai Sun Garment (International) Limited
Yeung Kam Hoi 

Company Secretary 

On behalf of the Board of 
eSun Holdings Limited 

Yeung Kam Hoi 
Company Secretary 

 
Hong Kong, 26 July 2010 
 
The directors of LSG jointly and severally accept full responsibility for the accuracy of the information 
contained in this announcement and confirm, having made all reasonable inquiries, that to the best of their 
knowledge, opinions expressed in this announcement 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 
statement in this announcement misleading. 
 
The directors of eSun jointly and severally accept full responsibility for the accuracy of the information 
contained in this announcement and confirm, having made all reasonable inquiries, that to the best of their 
knowledge, opinions expressed in this announcement 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 
statement in this announcement misleading. 
 
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. Lam Kin Hong, Matthew, Mr. Tam Kin Man, Kraven, Mr. Lam Hau Yin, Lester (also 
alternate to Madam U Po Chu) and Miss Leung Churk Yin, Jeanny; the non-executive directors are Madam U Po 
Chu and Mr. Chiu Wai; 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 eSun are Mr. Lam Kin Ngok, Peter, Miss Leung 
Churk Yin, Jeanny, Mr. Cheung Wing Sum, Ambrose and Mr. Lui Siu Tsuen, Richard; the non-executive directors 
are Mr. Low Chee Keong, Madam U Po Chu, Mr. Lo Kwok Kwei, David and Mr. Albert Thomas da Rosa, Jr.; and 
the independent non-executive directors are Mr. Tong Ka Wing, Carl, Mr. Alfred Donald Yap and Dr. Ng Lai Man, 
Carmen. 


