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The grand opening of Palace 66 in Shenyang this year marks
the first page of an exciting new chapter for the Group. As the
Group embarks upon its golden era of growth, we are here to
make our unique mark with each of our world-class properties
that we are set to complete in leading cities on the Mainland.
Palace 66, the first of our many new landmarks, displays the
same strokes of genius in design, architectural distinction and
functional excellence - - qualities that the Group has long been
proud to call our own. With its meticulous attention to detail,
fine art and palatial concepts, Palace 66 will not only be the
new icon for Shenyang but also a magnificent lifestyle center
for the city to enjoy.
——
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Hang Lung Group Limited

(stock code: 10) is one of the most established listed
companies in Hong Kong with 50 years of experience in
the property development market. Through its subsidiary
—— Hang Lung Properties Limited (stock code: 101) — — the
Group has built a leading reputation as a top tier property
developer in Hong Kong and on the Mainland, with a
recognized commitment to quality.

The Group’s businesses in Hong Kong include property
development for sale and lease. Our substantial portfolio
includes well-planned large-scale commercial, office and
residential developments in prominent locations.

The Group made its first investment on the Mainland in
the early 1990s as the first step in our future business
expansion. The Group’s strategy on the Mainland is

to develop prime sites in major cities. Our portfolio of
investment properties currently comprises two large-scale
developments in Shanghai, the commercial, office and
residential complex The Grand Gateway; and the commercial
and office complex Plaza 66; together with the newly
opened shopping complex, Palace 66 in Shenyang. \We are
building on our successes to develop similar properties in
major cities including Jinan, Shenyang, Wuxi, Tianjin and
Dalian.

We will continue to not only expand our presence on the
Mainland, but also to invest in our portfolio in Hong Kong, as
we aim to become the highest quality property developer in
both markets.
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FINANCIAL HIGHLIGHTS

Results
BB EETTETE in HK$ million 2010 2009
]
=] Turnover
LEZii=Y Property leasing
BB Hong Kong 2,746 2,603
B A Mainland China 2,323 2,082
LE% 1 Property sales 7,511 11
EEREAT Total turnover 12,580 4,696
B SR PE AL AR Net profit attributable to shareholders 12,404 2,638
’E Dividends 1,017 941
grRER Per share data
B Earnings $9.28 $1.98
B& B Dividends
FHA Interim $0.190 $0.165
N Final $0.570 $0.540
4a=t Total $0.760 $0.705
e Shareholders’ equity $37.5 $29.0
BERE Net assets $72.6 $56.2
BREREDRS Shareholders’ equity 50,230 38,632
kB L& Pay-out ratio 8% 36%
£ s M Gearing ratio "’ 0% 3%
) s —
Underlying Results
BB EETTATE in HK$ million 2010 2009

I
IR R PR B A A A 2 Underlying net profit attributable to

" shareholders No¢? 3,695 1,454

{5 3 .

FREF Earnings per share o2 $2.76 $1.09

3 Bz 3 .
IKE L= Pay-out ratio N°t3 28% 65%
e s E—

BIE - Notes:

1. BEXRAFEEEAREMFEEZLE  FEEER 1. Gearing ratio represents net debt over equity plus net debt. Net debt represents bank
TERRBVEMRLEE  NBRIES RIRTER - RiE loans and finance lease obligations, less cash and deposits with banks. Equity comprises
BB sERY SR A s I SE IR AR e S © shareholders’ equity and non-controlling interests.

2. BINBEAREELSBEELENER SHERNEER 2. To facilitate better understanding of the Group's operational results, the underlying net
B A SRR E B ERIFE 0GR EME I & profit attributable to shareholders are presented by excluding the effect of adopting Hong
2 ZEABFEREYELRBRDEEYENTEZ Kong Accounting Standard 40, Investment Property which requires changes in fair value of
EENI IR FERE 2 R TR T8 N SRR AR e S A S R investment properties and investment properties under development net of related deferred
AHR © tax and non-controlling interests be accounted for in the income statement.

3. BEAFENRERREEEENGERFE - 3. The relevant calculations are based on the underlying net profit attributable to shareholders.

4 BEEREEERAR —TTN/ —ZFEER



HEWARFEEEEE Continuous Rental Income and Profit Growth

HEEXE HEE A BRERE

Rental Turnover
BEANA=ZTHLEFE

For the years ended 30 June

Rental Profit
BEANA=ZTHIEFE

For the years ended 30 June

Total Dividends per Share
HERA=ZTHIEFE

For the years ended 30 June

BEEET BEEET bl
HK$ million HK$ million HK cents
BEFIERE BEFIERE 76
6000| AAZTH 50% 4500 BAZTR $4,096 80
Compound $5_'969 Compound million A
annual growth million 4,000 | annual growth 70
5,000 | of 15% e of 16%
3,500 60
4,000 3,000
40% 50
2,500
3,000 40
5 2,000
35% 20
2,000 1,600
20
o 1,000
1,000 Co
500 10
0 25% 0 0
06 07 08 09 10 06 07 08 09 10
B EFEME Hong Kong leasing
m FERHFEE Mainland China leasing
= FEAESHREEEEEAE O
% of Mainland China leasing of total leasing
turnover
— — —
3 = . . .
—nBk{E B HiEE Persistent Financial Strengths
— — —
BeRkfEE BERME - &ﬂ%ﬁﬂ%ﬁ%%&”ﬁ;
Cash and Borrowings Gearing Ratio " Interest Cover "
WNA=+8 RANA=+AH HEAA=THLEFE
At 30 June At 30 June For the years ended 30 June
BETBTT AR i
HK$ million % times
33
14,000 $11,852 16 35 times
e million $10,790 14 20
million
10,000 L2 25
10
8,000 20
8
6,000 15
6
4,000 4 10
2,000 5
2 0%
0 0 0

06 07 08 09 10

m & M R7T1F 5K Cash and bank deposits

m {£5 Borrowings

06 07 08 09 10

06 07 08 09 10

&L -
BEXRAFEEEREINFEE L « JFEEIERTT 1. Gearing ratio represents net debt over equity plus net debt. Net debt represents bank

1.

EREMEBLEE - MRS RIRTER - RIERIE

TR R A S SRR M R o
B

Notes:

loans and finance lease obligations, less cash and deposits with banks. Equity comprises

shareholders’ equity and non-controlling interests.

EEIEARTAREYE Z A TFEEZBH LFE 2. Interest cover represents operating profit before changes in fair value of investment
AR & SR TR AR BB AR F A B A -

properties and interest income divided by net interest expenses before interest

capitalization.
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Results & Dividend

This year we celebrate our 50th anniversary. | am pleased that we
should break records in terms of turnover, profit and, if approved by
shareholders, dividend both in absolute amounts as well as on a per
share basis.

Turnover for the year ended 30 June 2010 increased almost

two times to HK$12,580 million while net profit attributable to
shareholders leapt nearly four times to HK$12,404 million. Earnings
per share likewise rose to HK$9.28.

When excluding revaluation gain and its deferred taxes and minority
interests, underlying net profit advanced one and a half times to
HK$3,695 million and the underlying earnings per share similarly
increased to HK$2.76.

The Board recommends a final dividend of HK57 cents per share
which is 6% higher than last year. If approved by shareholders, total
dividends for the full year will be HK76 cents per share, an increase of
8% compared to that of the previous year.

Business Review

A year ago in August, we sold through our major subsidiary

Hang Lung Properties (HLP) 425 garden-facing apartments of

The HarbourSide. For several years we had withheld from the
market those units which totalled 525. \We knew that unless a
strong bull market was with us, we would not be able to part with
a substantial number at the prices that we wanted. Selling a small
percentage would not be a desirable outcome. VWe waited and our
patience paid off. The profit margin achieved was highest for the
development at about 70%. Management believed that the then
existing demand for luxury housing in all of Hong Kong was basically
exhausted. Now patience is again called for and we will exercise it
with vigilance. We hope to catch the next cycle as well as we did
the last.

In Hong Kong, that was the highlight of the year. For the Mainland,
our most auspicious day came a month ago on 26 June. Our first
shopping center outside of Shanghai was opened in Shenyang - -
Palace 66. The design, both the exterior and the interior, is
outstanding. So far China, | believe, has not seen that quality in

EEEEERAE —TTN/ —ZTFFH
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terms of functionality and aesthetics. The high standard set will not
only be a problem to our competitors; it will also be a challenge to
ourselves. It raises the bar that we must strive to surpass on our
coming projects.

The rest of the fiscal year seemed uneventful, but behind the scenes,
much had happened.

First, through HLP we have moved forward in several cities on
possible land acquisitions. Since the process is long and tedious,
the lack of concluding transactions does not mean that progress has
not been made.

Besides the municipalities that are already in the pipeline, we

have added a few. Some of those we had visited in the past but
for various reasons could not consummate a deal. But as those
familiar with the Mainland know, things can change rapidly. A new
mayor may bring fresh impetus and different policies. What was
shunned before may now be welcomed, or the opposite. Land that
we thought was lost to others may become available again. For
instance, it is not uncommon that the buyer could not come up
with the money. Indeed exactly that may be happening right now
in one place. There are endless circumstances that make our land
acquisition interesting and challenging. We should not give up on any

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10 7
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city or perhaps even on any piece of land unless it is completely built
out. While this may be exhausting if not exasperating to some, | find
it rather intriguing.

Then there are still a number of metropolises that my colleagues and
| have not visited, or even if visited, only have a cursory knowledge
of. They are probably less exciting since the more dynamic cities
were explored first. However, years of experience on the Mainland
have taught us not to overestimate our own knowledge for we may
be pleasantly surprised.

The other issue this year that has taken a lot of my time is
management succession. Non-Executive Directors of your Board
have taken the lead on this matter for which | am thankful. | will
report in more detail in a later section of this Letter. Suffice it

to say here that most people do not like changes for they bring
uncertainties. | for one am not immune from it. However, certain
changes are inevitable and they can become opportunities for
advancement. | trust that the recent personnel movements are one
such case.

Our Hong Kong rental business has performed acceptably with an
increase of 5%. In Shanghai, retail sales, especially the high-end,
were much stronger than | had expected and our rents relating
thereto advanced by 24%. Income from our offices remained
basically unchanged while those from serviced apartments fell
slightly. The overall Mainland portfolio rose by 12%. Putting the
two cities together, blended rate of rise was 8%. The Mainland now
accounts for 46% of total rents received.

Prospects

Just as in the past 20 months, this is a good time to buy commercial
land on the Mainland. Due to the global economic crisis, residential
land sales shrunk tremendously in the second half of 2008. Municipal
governments which relied heavily on it for their revenue began to

feel the pain and their attitude towards pricing changed considerably
towards the end of that year. We ramped up ongoing negotiations
and bought two pieces in May 2009, one each in Wuxi and Dalian.

EEEEERAE —TTN/ —ZTFFH
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We could not have succeeded if we had not been in discussion with
the government for considerable time beforehand. Since invariably
we put the piece of land together and present a developmental

plan to city officials, they need time to study it. And even if they in
principle agree to it, there are always a host of issues, many very

complicated, that need to be worked out. Some of them can only be

addressed by the government and so are out of our control. Others
may never be resolved and we are forced to give up on that piece.
Years of hard work may come to nothing.

Another challenge is that regulations can be vague and their
interpretation, arbitrary. Years ago mayors might have been

able to alter rules with the stroke of a pen. Now it is much more
difficult. This is a result of improved public governance which we
should in principle welcome for it levels the playing field. Formerly
unscrupulous developers could get away with things which we
never contemplated let alone attempted. \We were frankly put at a
disadvantage for being ethical.

But as with most things in life, changes can cut both ways.

Certain issues now take longer to be resolved. The result is that
the acquisition of a plot of land regularly takes several years to
consummate. However, if we handle the process adequately, then
the piece we buy with the associated developmental conditions will
give the best chance of achieving the financial return that we want.

For a whole year since the first quarter of 2009, prices of Mainland
residential land and of completed units kept rising. Records were
made to be broken within months if not weeks or even days. That
forced the central government to clamp down in mid April of this
year. While home prices are only now beginning to fall, volume
has already shrunk substantially. Only very few shrewd developers
months ago cut prices to move inventory and are now beginning to
buy land. Most were not as nimble. With diminishing cash inflow

from sales and in the face of much uncertainty, these players will turn
conservative. Less residential developers than otherwise will migrate

to the commercial side as some did in 2007 thus leaving those lands
for our picking.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10
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Moreover, much of the high residential land prices recorded last year
took place in selective areas - - such as Beijing and the Yangtze River
Delta. Those cities received much money therefrom but for much
of the vast country, local governments were not as fortunate. To
make things worse, many of them have collateralized land to banks
for loans. Any tightening in lending, often instigated by the Central
Government, will put tremendous strain on their finances. They may
have even greater incentive to sell commercial land when someone
like us comes along with cash. If such a situation materializes, it will
be a welcome repeat of end 2008 and beginning 2009.

Through our major subsidiary HLP we have been working tirelessly
for some time with a number of those second tier cities. In more
than one case, much of the developmental conditions have been
agreed upon; even pricing is closed to being finalized. | trust that
there will be something to report before fiscal year-end. As before,
any acquisition will hopefully be value accretive.

As in the past 10 years, it is unlikely that we will buy land in Hong
Kong any time soon. We consider the risk-reward profile here to
be less favorable than that of the Mainland. Recently two pieces of
residential land in Hong Kong were auctioned with each fetching over
HK$10 billion. The purchaser may well make money but at what
cost and with what risks? The total investment for each of them is
sufficient to build four Shenyang Palace 66s. Provided that we can
make those malls perform as well as our Shanghai ones, which we
believe we can, then | will gladly leave the Hong Kong projects to
our competitors. We will only buy in Hong Kong if land prices fall
substantially. No one likes to see that including ourselves.

We are not bearish about Hong Kong - - far from it! Our economy
will do fine given our proximity, both geographically and culturally, to
mainland China. With that, real estate here should fare acceptably.
In the immediate term, there are many reasons for optimism such
as low interest rates and an increase of Mainland purchasers. Some
of these positive factors will likely stay with us for some time.
Consequently, housing and hence land are at present not cheap, and
our record shows that we only buy when prices are down.

EEEEERAE —TTN/ —ZTFFH
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High home prices have been a hot topic in Hong Kong of late, yet

the fundamental reason is simple. Consider this: whereas for the
decade of the 1990's average annual supply of residential land by the
government was sufficient to build about 400,000 square meters of
homes, it has dropped to below 200,000 square meters for the 2000's.
Taking into consideration slower economic growth and whatever other
less favorable conditions if they exist, the shrinkage is still severe.
Other sources of residential land were also inadequate.

A low level of supply for the first two years of this past decade might
be understandable since we were still at the tail end of the Asian
Financial Crisis. However, seven or eight years have since past, yet
our government seemed to have been stuck in history. The tap was
almost turned off completely - - in 2003 there was no government
supply at all and in 2008, a meager 115 square meters, the equivalent
of only an apartment or two! Given that, what can we expect of
housing prices!? It would have been surprising if they did not rise, yet
our society seemed to have forgotten the simplest of economics - -
supply and demand. Perhaps top officials were afraid of a repeat of
the horrifying fall in property prices that took place in 1997-2003. For
sure years of negative equity was devastating to the economy but the
intention to avoid it and land sales should not be mutually exclusive.

Years ago the Hong Kong Real Estate Developers Association pointed
out this problem to our civil servants. Some even besought the
government to regularly release more land, but words fell on deaf ears.
As a result, the annual number of completed units has fallen steadily
from 30,000 in 2002 to barely 10,000 for the past three years. Last
year it was less than 7,200.

As it turns out, all the fingers are pointing at the developers. As a
company which has not bought land in Hong Kong for a decade and
has long ago declared that our future is on the Mainland, we can
perhaps be somewhat aloof. But we still like to see our property
market develop healthily. It can be done - - having a near monopoly
on land, the government should be able to manage prices by
adjusting supply. Afterall, that is what the Singapore government
has successfully practiced for years. However, a prerequisite for
improvement is that society must be rational and calmly examine the
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facts. That, | fear, we lack. Emotional and impulsive words and
actions will surely spoil our chances.

Our officials blame developers for not applying for land under the
application system. The fact was that the minimal price set by the
government which was never publicly disclosed was very high. So
much so that with repeated applications by various developers,
prices offered were never good enough. After a while, they stopped
trying for it was futile. One should also be reminded that there is

no guarantee the successful applicant will get the land, because it
must then go through a public auction process. Because most local
developers are short of land, prices would certainly be bidded up. But
without a public contest, no market price could be established. In
other words, market forces were deliberately not allowed to operate.

| suspect that among other reasons, the government was afraid of
being accused of selling land cheaply. That | can sympathize with,

for many of our politicians are either ignorant or are bent on stirring
political trouble. The fact is that having been in the business here

for almost 30 years, | have hardly seen the government sell land
below market. There might have been more cases before 1997 but
no one complained at the time. People dared not for there would
have been consequences. And after our return to the Motherland, |
can only remember one transaction. \When that happened, all other
developers rose up together to condemn the government. Moreover,
if land was consistently sold cheaply, then Hang Lung which had not
bought a single piece here for a decade would have been greatly
disadvantaged. In that case, we would not have been so foolish as to
stay out of the market. But to be fair, with the exception of that one
instance, we were in no way mistreated. The game was basically
fair. This means that the society’s accusation was groundless. Such
outright disregard of facts, if allowed to continue, will damage the
normal functioning of our government. Unfortunately that seems to
be the precise objective of many of our politicians.

Some in our community including certain media have an even more
incredible accusation - - that developers have the propensity to
construct luxury units. If that segment is more lucrative and given
the opportunity, businessmen will of course build them. That is
how the market works! But the accusers are conveniently forgetful
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of a fact which for decades has been common knowledge: namely
whenever the government sells a piece of land, what and how much
is permitted to be built is predetermined. For example, sales terms
can dictate that each apartment cannot be larger than a prescribed
size, a very limited number of car parks is allowed, and no clubhouse
can be erected. How then could such products be sold as luxury
units? Moreover, would potential purchasers of expensive homes
buy in a district full of much cheaper housing? Certainly not!

Whatever the case, under pressure from society, the government
recently began to sell land. However, pieces offered were not of the
right type. While it is of course acceptable to provide sites for high-
end products, many more should be released for mass residential
use. The meager housing supply of the past few years already saw
an increased percentage of expensive units - - apartments below

70 square meters each have fallen from an average of 74% of total
annual supply for 2000 to 2007, to 57% in the past two years. This is
not healthy. \We need much more of the affordable kind.

Because our society has not recognized the root cause of the
problem, everyone's attention is focused on the symptom.
Prescriptions introduced by the government address demand more
than supply. Some of the measures should help improve practices
of the industry which | welcome, but they will not resolve the
fundamental issue. Only massive land supply of the right kind can
very soon create rational expectation and lower home prices.

The government must bear the bulk of the responsibility for today’s
high price. But specific failures aside, one must be fair in assessing
its overall performance. Compared to the many countries that | have
dealt with in the past three decades, Hong Kong still has one of the
best governments. What worries me much more are those who
lightly and often unfairly blame civil servants for everything. Many
of our politicians are bent on discrediting the government and in

the process propagate half-truths. They are turning our society into
an irrational one. As a result, to get things done in Hong Kong has
become increasingly difficult.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10 13




R BOR R

CHAIRMAN'S LETTER TO SHAREHOLDERS

BEMME - ERANEE B ER R
2 BREFEMHEBHEERIN
- BRA ABAUFE2EHRE: =E
b EFHBESAE  BELATAE
M EZ ITE@IER -

C2BER - 2PROVBFEZRBNK
FooOBIARBURNERBELERE
EREBEMZHE BEEEENMER -
BYEREMS -

FEMEBZHSERXAAIEEESF
HE BGERERBESEM=-F28
Bret+orE - hEFTFAEL
B MEZAXRBIEEER -
EEEBEOEME  HEBELLH -
BEUD 2 =—HOZFHRR=ZFLE
B EELRAEIK _—_ BB RS
M4 °

RARBIRB=1+=F  WHREBRKE
TNFERESAKEIRBREL
ERMEHRIK - WEEBBEEER
BEES  ARREBIEESRZM
7 e RABKRABBRAEBIARR
LRS- At BEFEERBEER
AZRRER  BEEEREERERER
EXEREEFNTEST/L - BOHE
FoERREA - B EE BRI
ZAN/NETIE

tA+THB  EXZRZEREMELER
BERIIESFAKE - FARRER
SIE AR AMEINBE SRR B 218
Ab e ARG ESARAEREER =1
=F UEHEEMBARBERM=ET

But speaking selfishly, that matters less and less to us as all of our

new businesses are north of the border. To be sure, the Mainland

is not free of problems itself. In fact, they are daunting, but at least
there is the promise of better financial returns.

Back to the more immediate: what profit figure we can achieve this
fiscal year will as before depend on the opportunity for HLP to sell
completed apartments in Hong Kong. We will watch the market
carefully at all times.

Growth rates in rental will likely resemble those of last year for both
Hong Kong and Shanghai. The contribution of Shenyang Palace 66
will not be spectacular in the first two to three years. That was our
experience in Shanghai a decade ago and that is the nature of the
business. The surge in rents should hopefully come when the first
lease term is up. Over three quarters of the leases are three years or
below; in fact 42% of total are two years.

After 32 years with the Company the last 18 of which as Managing
Director, Mr. Nelson Yuen retired two weeks ago. The Company
would not be where it is today without his dedication and skills.

On behalf of all shareholders, | thank him most sincerely. He has
graciously agreed to become my Special Advisor until he rejoins the
board as a Non-Executive Director at an appropriate time. In other
words, the Company will continue to benefit from his loyal and
uninterrupted service for years to come.

On 15 July, your Board appointed Mr. Philip Nan Lok Chen as
Managing Director to succeed Nelson. | count it our good fortune to
have attracted a man of Philip’s caliber. For 33 years with its parent
Company The Swire Group including serving as Chief Executive of its
subsidiary Cathay Pacific Airways, Philip is known to be a skillful and
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sensible manager with a most personable style. His reputation as a
highly ethical professional, like his first ever employer and now his
second, is unquestioned. | warmly welcome him to the team.

On 14 July, our former Executive Director Mr. Terry Ng and | had
agreed to amicably part ways. All paper work was finalized a week
later. | wish him every success.

50 years ago on 13 September 1960, Mr. T.H. Chan founded this
Company, then called Hang Lung Development Company Limited
until 2001. It had a brilliant first decade which was followed by two
quieter ones. In 1991, management was passed on to the present
generation, but we did not regain the prominence of the 1960's until
the past several years. Our best days however are still ahead. With
an appropriate corporate culture which began with our founder, good
governance under an excellent board, and a superb and dedicated
management team, we are entering our second 50 years stronger
than ever.

| want to take this opportunity to record my heartfelt gratitude to
our many staff who have contributed to our renaissance. It is they
who will bring us the even brighter future. | also want to thank our
longstanding shareholders - - many have stayed with us for decades
- - for your unwavering support. With my team, | pledge to work
diligently and prudently to justify your trust.

Ronnie C. Chan
Chairman
Hong Kong, 28 July 2010
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PALACE 66

A New Landmark In Shenyang
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Palace 66 — A New Landmark

On 26 June 2010, we marked a cornerstone in the history of the
Group with the grand opening of Palace 66 in Shenyang. This iconic
development not only creates a new landmark for the Group as the
first of our investment properties to come on stream in our expanded
portfolio of properties on the Mainland, its opening also establishes

a new landmark for the city as one of its largest and most unique
shopping centers. This world-class shopping complex and lifestyle
center, consisting of 109,300 square meters of quality shopping and
leisure space, is located in the very heart of Shenyang, on Zhongjie
Lu in the Shenhe commercial district, the hub of Shenyang's center of
trade for the past 300 years.
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Chairman Mr Ronnie C. Chan hosting Palace 66 grand opening ceremony.
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These sloping roofs of the Shenyang
Imperial Palace were the inspiration
behind the design of Palace 66's
tiered roof.

The L|aon|ng Symphony Orchestra s spectacular performance
unveiled the grand opening ceremony.
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Banks of escalators are intelligently located to connect the various '
spaces and facilitate people flow and circulation.
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Situated right beside the Shenyang Imperial Palace, which has been designated as

a world heritage site, its architectural design reflects the cultural theme of the area.
The building is set back with tiered roofs while distinctive bays, much like the Imperial
Palace, create a sense of balance and proportion. A grand atrium, more than 65 meters
wide, forms the core of the development while the diverse and distinctive spaces
throughout the multi-story complex are linked by banks of escalators which facilitate
people flow and circulation. Extending these facilities, an 875-space car park also
provides greater convenience and easy public access.

Fully leased upon its opening, Palace 66 offers a diverse mix of almost 300 local and
international tenants, including some of the most well-known retail names in the
world. With luxury brands such as Cartier, Dunhill, Omega and Swarovski supported
by international chain stores such as i.t, Max & Co. and UNIQLO among many others,
as well as a wide range of restaurants and lifestyle facilities, the mall offers visitors the
ultimate shopping experience.
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The magnificent LED screen displays
lifestyle information non-stop, turning the
spacious atrium into a lively and

dynamic space.
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building from sunlight
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Palace 66's main entrance
on Zhongjie Lu.
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%g@ig%g@gigiﬁg ZEWMEER  AEMEEIA HEET Sustainability and the environment have also been taken into consideration %ﬁgfézggiiﬁgﬁigﬁ
W) A E B o T AIRERRERE - HAEBNBRRIEEES in the building’s design, development and operations. Innovative and Palace 66's high performance
égni||lsi2;0$?:csj|lZ%?tagrtngl:zna MENBEIREINEE - KFGRe v Bee 2B - 1A environmentally-friendly design initiatives include its high-performance b“"ditf;]% i”ﬁﬁ;essig':xgﬂaf;:f:;
brands offers customers asuperb M BEIRAN AR K BIYLER B © building envelope; the utilization of solar and geo-thermal energy as well as
sRtRl0 and festvlesexperience, energy recovery and water recycling measures.
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BEDGSRE R AIRBRTLBE—ZOR Palace 66 is the first completed shopping mall on the Mainland to have
waRE R EyEnEEE .  JNRAR S RENBYMES - 2EEB RRIEE obtained the gold rating Certification under the Leadership in Energy and
fh”eeggrg'sjrgzr‘;gmEfyred“Ces [2007 5 M BB B i EE K 2E—ARRIB R 48R | Environmental Design (LEED) for Core and Shell Development, issued by
consumption. FEIHE TR AR ESLEIFT AL - the U.S. Green Building Council. Palace 66 also won the MIPIM (Le Marché

International des Professionnels de I'lmmobilier) Asia Awards 2007 - - Futura
Projects, recognizing the development's leadership and innovation within
the region.
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Overview

As markets recovered from the effects of the financial tsunami in
2009/10, the property sales market in Hong Kong began to take off
in the second half of 2009, to enjoy a strong recovery. Riding the
momentum of this positive market, we took the opportunity to sell a
number of garden-facing apartments in The HarbourSide, our luxury
residential development above Kowloon Station. Total turnover for
our operations during the 2009/10 financial year therefore surged
almost twofold to HK$12,580 million, with property sales accounting
for HK$7,511 million. As no major property sales had taken place in
the previous year, this represented substantial growth of 682% in
property sales.

The results of the global financial crisis however continued to have
an effect on our commercial and retail leasing operations, which
experienced slightly more challenging times during the year. They
saw a slowdown through much of 2009, to experience a positive
rebound in the first half of 2010. Together with a contribution of
HK$2,323 million from properties on the Mainland, leasing turnover
grew 8% over the previous year to reach HK$5,069 million.
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Rental Revenue
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For the years ended 30 June
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Net profit attributable to shareholders for the year ended 30 June 2010
also rose a significant 370% to HK$12,404 million, while earnings per
share grew 369% to HK$9.28.

During the year, we recorded a revaluation gain of HK$21,626 million

in the year's income statement. In addition to the revaluation gain

of HK$7,971 million posted in Hong Kong and HK$6,290 million in
Shanghai, this figure also included the sum of HK$7,365 million from
the revaluation of our investment properties under development on

the Mainland. A new requirement under current accounting standards,
the revaluations of our investment properties under development were
invariably higher than previous assessments, since we paid special care
to prices when acquiring the land and as these land were purchased
some time ago.

The highlight of our activities during the year was the opening of Palace
66 on 26 June 2010. The first of our world-class investment properties
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to be completed on the Mainland since our two properties in Shanghai,
Palace 66 is in the heart of the Old Shenyang City District — — the hub of
the city’s commerce for 300 years. With its excellent location, unique
design and careful planning, Palace 66 is set to become the new
landmark and lifestyle center for the northeastern region.

This success represents just the start of our expansion on the Mainland.
The inauguration of Parc 66 in Jinan is expected to take place next year,
followed by the openings, in the next few years, of four other world-
class commercial properties, all under our prestigious “66" brand. The
projects, currently under construction, are proceeding as scheduled.
Land clearance is about to finish at the large 6.3 hectare site in Dalian.

In Wuxi, however, we are planning to complete Phase 1 of Centre 66
first. Phase 2, on the newly acquired site, will follow, capitalizing on

its adjoining location to create one of the largest and most prominent
landmarks in the city when it is completed.

Our two shopping centers, Plaza 66 and The Grand Gateway,
performed surprisingly well, particularly as Shanghai was not immune to
the economic woes left behind by the financial crisis of 2008 or the flu
pandemic of 2009. Office rentals, however, experienced a harder time
and kept pace with last year as expected during the period. Fortunately
the positive performance of the retail sector buoyed growth to bring

in HK$2,323 million in the overall turnover for our Mainland property
leasing, translating into an increase of 12% over the previous year and
accounting for 46% of our total rental turnover.

In Hong Kong, the property sales market saw a remarkable recovery.
With property sales coming to a virtual standstill at the end of 2008

in the aftermath of the financial crisis, the market began to recover in
the first half of 2009, gaining increasing strength and momentum as
the year progressed. Fueled by low interest rates and the aggressive
lending policy of many banks, the sales market soared so rapidly that
the Hong Kong government felt the need to step in with a series of
measures to cool the market.

Since we had not released any properties for sale in the stagnant
markets of 2008/09, we seized this opportunity, offering a number of
our garden-facing apartments in The HarbourSide for sale in August
2009. Response was enthusiastic — — we sold 425 units at prices
averaging about HK$14,500 per square foot, surpassing market
expectations to realize a profit margin of 70%. \We were fortunate
to catch the market at just the right moment, as no major sales of
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luxury apartments have taken place in the months following our sales
exercise. We believe it was our careful planning and close scrutiny

of the market that made it possible for us catch this window of
opportunity. We will thus be continuing with these sales strategies as
we seek to maximize our property development margins and bring in
the highest possible returns for our remaining properties.

The leasing market in Hong Kong suffered the effects of the financial
crisis more keenly with the retail market, and the high-end market in
particular, being hit hard at the end of 2008. Further exacerbated by
the H1N1 flu epidemic, which spread around the world through much
of 2009, these activities have taken more time to recover. The start
of 2010 however brought better news — — retail activities experienced
a sharp rebound and office rentals have also shown an increasing
improvement since then. We have therefore been able to maintain
occupancies throughout our commercial leasing portfolio at around
97%, to achieve an overall increase of 7% in retail as well as in office
and industrial rentals during the year.

Looking Forward

Looking to the future, we will be building on the strategies that have
served us so ably in the past, to yield yet higher profit margins in the
future. In Hong Kong, we remain focused on selling our remaining
properties at the most opportune time. With some 280 units in The
HarbourSide and 1,200 flats in The Long Beach, we wiill seek to
replicate our successful sales policies of the past.

On the Mainland, we continue our policy of expansion, to look for the
best, most central commercial sites in the country’s up and coming
cities, carefully identifying both the best cities and most suitable land
sites that will further our growth. With our net cash position, we are
well able to take advantage of the best opportunities as they arise. We
have made some positive progress to this end during the year, and we
hope to be able to close a couple of transactions in the year to come.

With the upturn that Hong Kong has experienced since the beginning of
2010, together with our diverse strategies to cater for the needs of the
market, we expect to see an improvement in our leasing activities in
Hong Kong overall. \We are however taking a cautious view, as recent
trends appear to indicate that further slowdowns in economic markets
around the world are a very real possibility. Despite this possibility, we
anticipate growth in retail rental income on the Mainland as tenants
move into Palace 66 and as operations at this shopping mall, and our
shopping centers in the pipeline, begin to take off.
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ZEEBN S ENEETEEHRESKM  The slowdown in leasing demand experienced in the latter half of
BoER BHE_TT R, —ZTFE  2008/09 carried over into the first half of 2009/10, affecting the
F¥E BEBREISNES - BFE  performance both of our commercial and retail as well as our office and
NI%E /BTEYEZRBERFE - industrial/office sectors. However, relief was in sight and the retail
RMEBEL BETEMHBN _ZE—  market rebounded strongly in early 2010. Together with the overall
TERYRE - N EB 7 BEHE  resilience of our leasing portfolio, total rental turnover increased to
MEBESEBE N HEBFERN 2 BE  HK$2,746 million during the year, showing positive growth of 5% over
HeWAZEEBE —_++EEMTF/NEE  2008/09 while profits also grew 4% to HK$2,191 million, creating

T BZZTENSTRAEELEFESZ  record highs for our portfolio in Hong Kong.
fooEMTMENBE S 2 NEEE =+ —

BAT—BET mEHAEERENR

EVFEEE S ©

FR EEHEMEHLLS ZEEHEER  During the year, we maintained an overall occupancy rate of 91%
BREEASZNLT—2/KF - %Z#EAE  throughout our property-leasing portfolio, which consists of
HEEmEE-_ TN \BtTFEFKRZEE KL 287000 square meters of retail space, 291,000 square meters of
Ei - mREE_tTHhB—TFEHKZE office and industrial/office space, 99,000 square meters of residential
FEEIYE¥ EFE EEENLBENT andapartments space as well as 210,000 square meters of
FHARZEERER - MEEEZEC=+T carparking space.

—BYHRZIEEE -

BEBRENE 2R DM
Geographical Analysis of Hong Kong Investment Properties
RZZ—ZFNA=1H At 30 June 2010
BEERE (FE5K)
Gross Floor Area™ (‘000 sg. m.)
N

2010 2009
BB Hong Kong Island
hIENSiE Central and Admiralty 58 51
R & e T Causeway Bay and Wanchai 112 112
B R 8 f0m Kornhill and Quarry Bay 165 164
IITE R L The Peak and Mid-Levels 47 47
BERR Hong Kong South 12 12
NEE Kowloon
EA Mongkok 140 148
EQZUEYSTiEpN: Tsimshatsui and West Kowloon 89 89
ERLVEISE Ngau Tau Kok and Kwun Tong 98 95
& XPREE Cheung Sha Wan, Kwai Chung and Tsuen Wan 166 166
#Et Total 887 3884

B s E—
* BREFESZEREE

Including gross floor area of car parks
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Commercial and Retail

Our property leasing activities in the commmercial and retail sector started
off on a difficult note in 2009/10 with retail activities, particularly in the
high-end market, being hit hard in the aftermath of the global economic
crisis. Coupled with the effects of the H1N1 virus, which broke out in
May 2009 to make its rapid spread around the world, retail sales and
leisure activities slowed down to delay the market recovery even further.
These negative conditions were felt most strongly in the first quarter of
the financial year, easing fortunately towards the end of 2009 as the retail
market bottomed out and fears of the H1N1 swine flu receded.

The new year 2010 brought new hope with it ——in line with the rebound
in the general economy in Hong Kong, the tide turned and we
experienced growth in the first few months of 2010. Despite the
difficulties experienced at the beginning of the year, we were able to
achieve positive rental growth of 7% to HK$1,379 million with an average
occupancy rate of 97%.

These positive results can be attributed to the excellent geographical
location of our leasing portfolio, the diversity of our customers and tenant
mix as well as our professional management, which makes every effort
to add value to our leasing properties. The majority of our properties are
located in prime locations in the heart of Hong Kong with the major part
of our retail portfolio being at the very center of Causeway Bay and
Mongkok, two of Hong Kong's busiest and most popular shopping
districts. Together with the diversity of our tenants, ranging from some
of the most well-known brand names in the world to more specialist and
niche market offerings, the aftereffects of the financial crisis had
comparatively less impact on our operations.

Our efforts to improve and add value to our properties have also borne
fruit. Renovations to upgrade the shopping environment and quality of
our facilities both at Amoy Plaza and Fashion Walk have not only
enhanced the tenant mix, they have also brought in measurable returns
in rental growth. Renovations in Amoy Plaza have raised rental income
by 21% cumulatively in the past two years while upgrading work carried
out at our Causeway Bay flagship development, Fashion Walk, has
resulted in a cumulative rental increment of 52% over the past four
years.
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We are also focusing on increasing our own diversity to cater for the
needs of different market segments. Many of our developments thus
have a unique flavor, based on their location and market segment.
Fashion Walk provides a prime example. At this flagship development,
the public enjoy a unique outdoor lifestyle shopping and dining
experience with its “street mall” ambience and alfresco dining avenue
“Food Street” Coupled with double-deck flagship stores selling goods
from some of the most well-known brands in the world, the
development contributes strongly to the street life in the city. Together
with the enhancements brought about by the renovations completed in
the previous year, rentals rose to HK$283 million, 10% more than in
2008/09.

The Peak Galleria also takes full advantage of its unique location on the
Peak, Hong Kong's signature tourist spot, to create a gathering point for
local and tourists alike. In addition to cultivating a tenant mix of more
local brands that reflect Hong Kong's culture, we are also working with
different partners to market the property through cultural and arts
events.

Our commercial and retail properties in Mongkok —— Gala Place as well
as One and Two Grand Tower — — reflected the vibrancy of their
surroundings with heavy traffic flows and a constant stream of activity,
seeing no impact whatsoever from the financial crisis. With Gala Place
showcasing the latest Japanese and Korean fashion trends and One

Segmental Analysis of Hong Kong Investment Properties

BEERE(TEAIR)  BEEBABEEET) HAHEE(EAL)
Gross Floor Area Rental Revenue Occupancy Rate
('000 sg. m.) (HKS$ million) (%)
e
2010 2009 2010 2009 2010 2009
i LA Commercial and Retail 287 258 1,379 1,288 97 98
HFERIT¥ F5# Office and Industrial/Office 291 317 962 906 93 92
FEREA Residential and Apartments 929 99 295 306 73 70
(FE% Car Parks 210 210 110 103 N/A N/A
1=t Total 887 884 2,746 2,603 91 90
e s E—
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1. ZJEY - R#E  Fashion Walk, Causeway Bay
2. WWTBEH » IUTE  The Peak Galleria, the Peak
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Galleria.

28

ARBERERE
Battery Charging Station for Electric Vehicles

and Two Grand Tower offering a wide array of dining options, business
carried on as usual to bring in a rental income of HK$205 million for the
three properties during the year.

Similarly, Amoy Plaza in Kowloon East continues to ride the momentum
after recent renovations, performing satisfactorily to see a rental rise of
8% in its rental income to HK$223 million. Kornhill Plaza, our shopping
complex in Island East, likewise performed positively, achieving a rental
income of HK$285 million, to show growth of 14% over the previous
year.

Looking ahead, we expect a satisfactory performance achieved in this
sector if the market continues on the same upward path experienced in
the past six months. Our aim is to consolidate the growth gained in the
first half of 2010, taking advantage of further uptrends in the market to
improve performances for our commercial and retail leasing activities
into the foreseeable future.

——

Raa Y povences S

BHREEAFEERAAE N ES 2 GERE - ﬁﬁ%@@k#xﬁhﬁ g - —TTH
TH  RZMELEESHREZTBEEREETEHELTE

Committed to sustainability in every aspect of our operations, we seek to provide a range
of environmentally-friendly options for customers. On 30 December 2009, we opened
the first battery charging station for electric vehicles on Hong Kong Island at The Peak
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Office and Industrial/Office

Due to their greater international exposure, rentals for Grade A and
prime office space felt the effects of the financial crisis more keenly
than other sectors of our leasing portfolio. After the positive year
experienced in 2007/08, rentals in this sector peaked in mid-2008,
suffering a downward spiral that only began to stabilize in the third
quarter of 2009. This was subsequently followed by a slight market
upturn at the beginning of 2010, which helped us to achieve an
average occupancy rate of 93%. This translated into 6% growth in
rental income to HK$962 million.

During the year, office space in Central saw a number of setbacks,
experiencing growing vacancies as companies downsized their
business and moved to areas with lower rentals in the wake of the
financial tsunami. The situation was further aggravated by the large
supply of new offices which came on stream in Kowloon East.
However, together with our “friendly landlord” policies and unique
marketing strategies to target diversified client segments as tenants
for our properties, we were better able to meet these challenges
better than most. Our much wider mix of tenants, above and beyond
the so-called "FIRE" sectors — - finance, insurance and real estate
——has enabled our occupancy rates to remain at significantly higher
levels than the rest of the market.

Our prime offices in Central — — Standard Chartered Bank Building,
Baskerville House, 1 Duddell Street and Printing House — — thus
managed to outperform the market. The strong performance of our
offices in the busy Mongkok area also confirms the benefits of our
strategy to diversify our tenant mix. Mainly engaged in the servicing
trades, the majority of our tenants in this area enjoyed relatively more
stability as compared to the general business sector. \We are
therefore expecting to see further improvements in this sector as the
market begins to absorb supply in the second half of 2010 and as the
local economy continues to improve.
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1. BEPL - SRR Hang Lung Centre, Causeway Bay
2. THREET L REY; - B Park-In Commercial Centre/Gala Place, Mongkok
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Residential and Serviced Apartments

Our residential and serviced apartments leasing portfolio consists of
both luxury residential properties and serviced apartments. Our two
signature properties in this portfolio — —The Summit in Hong Kong's
popular Mid-Levels section just above Happy Valley with its panoramic
views of the racecourse; and Burnside Villa, consisting of 45 family-
style garden homes located at Repulse Bay Beach on the sunny south
side of Hong Kong —— continue to attract both professional and
corporate residents. However, with their high number of expatriate
tenants, these properties were not immune to the economic
slowdown. During the year, they experienced a moderate drop of 7%
in the total rental income.

Our serviced apartments on the other hand experienced more of a
roller coaster ride in 2009/10. Suffering a significant drop in business
in the first half of 2009 as the number of visitors to Hong Kong
slowed down, due both to the financial crisis and the H1N1 flu
outbreak, the situation reversed itself with an unexpectedly strong
rebound in the latter half of 2009/10. As a result, reduction in rental
income was lessened in serviced apartments. Overall our residential
and serviced apartments leasing portfolio was able to record a
decrease of just 4% in rental incomes. If the economy continues
along present trends into 2010, we can expect a sustainable recovery
in this business.

EEETRER
Executive room
 of The Wesley
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EEMETER _ZEZ N EgGEH The property market in Hong Kong recovered strongly in 2009,
WA B —BEFENE - KA K continuing to improve throughout the year and well into 2010. Low
TERNERRSE 25 //METRE  interest rates and aggressive bank lending policies have been the
BHEEBS] o major drivers behind this rising property trend.

mMAMEmEEBET/\EABEYI  Since property market levels have risen so strongly over the past 18
Fr o BME BT A B TE R B EYE  months, it would come as no surprise if we were to see either a
o MEBEHBEEERIEEIN - B slowdown or a rationalization in the market, even without the
RIE—TFRIOBFEFIEKREAIEE  government's cautionary measures. At the same time, we do not
HEED > BRI ATEEEEE KIEHA  expect to see any significant price adjustments or “flat-dumping” by
ByREEe[2BEE] - investors as interest rates are likely to remain low for most of 2010.

AR
IN FOCUS

BERE
High Level of Transparency

BPRREBEEAE  REZTFETARERHETEEN - FRMBERAENAS REEBT
BhET - RPN EEERIFREE  ERATRESERCEFSESUSMNESHRA - WHER
HEMREEABELTHREER -

\We ensure transparency in our operations, guaranteeing that our customers are properly
informed at all times. Well before market transparency became the important corporate
concern that it is today, our sales brochures for The Long Beach, The HarbourSide and
AquaMarine had already won recognition from The Hong Kong Institute of Surveyors, for
providing sufficient amounts of detail on apartment specifications as well as all other
necessary and relevant information.
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The HarbourSide

Rising above Kowloon Station, this luxury residential development
consists of 1,122 residential units in three 80-story towers. With
convenient transport services, first-class retail and community
services in the vicinity together with green and pleasant surroundings,
this rapidly developing area in West Kowloon is growing in popularity.

This was evidenced by the sale of our garden-view units inThe
HarbourSide, which was launched in the third quarter of 2009 to make
the most of the soaring property sales market. The sale of these
apartments was greeted with enthusiasm — — a total of 425 garden-
view units were sold, achieving average sales prices of about
HK$14,500 per square foot with duplexes reaching HK$22,000 per
square foot, to bring in proceeds of over HK$75 billion.

In view of the satisfactory results of this exercise, which brought in a
highly satisfactory profit margin of 70%, we wiill be waiting for
another favorable surge in the market to release the development's
remaining 284 units. The plan is to do so in phases over the next few
years.

The Long Beach

In 2007, with its tremendous harbor views and world-class
recreational facilities, 600 units in this prime residential development
were sold in just two weeks. With the slowdown in the market,
further sales were postponed and plans to market the second phase
of the project were shelved during the current fiscal year. Though
price levels recovered earlier this year to reach 2007 levels, we are
choosing to wait a little longer for the best opportunity to release
phase two for sale. The remaining five blocks, consisting of 1,234
unsold units, will be released in separate batches over the next few
years, as the market picks up. VWe are fortunate in that we enjoy a
strong net cash position. Coupled with our low gearing ratio, it gives
us the flexibility to accurately time the sale of our residential
developments at the right price in the market.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10 33




Vg Z W) B 4t MANAGEMENT DISCUSSION AND ANALYSIS

FHE—WERRERLHE

HONG KONG — PROPERTY DEVELOPMENT AND SALES

ek Tk
/ }J’ f

bl
|

LLEETE

T T

oy
i

¥
Il

— ko
] "—'E'--._‘ |
S
|
i = I i: L
. _-.I-;ﬁ:
S
=
_.-IE'-":

L.

s B B B

SLLLLLY

)

Hitt¥%¥ R I1EH
HREBBERANEBRUIEREHKIE
SEA - RARAEEA M ERE
HE  BRER TMEMBRFERDRE
B Z2HE -

MR EEMAE R FHERELRE
HERLMBART - ZEB 2 HMBHEIA
RETNBRETFLA BER-_T—
ZEEK REEEEEEENT IS
K BEERE -

34

JREE - PaSLBE  The Long Beach, West Kowloon
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Other Properties and Projects

With only a few unsold units left in our AquaMarine and
Carmel-on-the-Hill developments, we expect to market the remaining
units through local estate agents, with a view to reducing the number
of unsold units in the coming fiscal year.

The luxury development being built on the 7850 square-meter site on
Hong Kong's pleasant and tranquil Blue Pool Road in Happy Valley is
proceeding on schedule. Upon its projected completion in 2012, it will
consist of 8,000 square meters of prime residential space.
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HEGKT - /LB The HarbourSide, West Kowloon
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In 2009/10, despite the effects of the economic crisis and the slow
office leasing market in Shanghai, our signature properties on the
Mainland, Plaza 66 and The Grand Gateway, continued to perform well.
Rental income on the Mainland grew a satisfactory 12% to

HK$2,323 million while operating profit also grew 12% to

HK$1,905 million, contributing 47 % towards our total rental profits.
Taken on its own, the retail sector performed even more positively,
growing an impressive 30% over the previous year.

Our vision, commitment and strong cash position have enabled the
successful implementation of our strategies to expand our portfolio and
create many investment developments for lease in the long term. Plaza
66 and The Grand Gateway in Shanghai have brought in substantial
returns since their openings in 2001 and 1999 respectively. These
figures will grow yet again, as Palace 66, completed in Shenyang in
June 2010; Parc 66, scheduled to open in Jinan in 2011; and the four
other investment projects in the pipeline start contributing to rental
income. The year 2010 thus marks the start of a whole new era in our
Mainland operations.

Plaza 66

Consolidating its position as Shanghai’s premier shopping destination,
Plaza 66 continues from success to success. The shopping complex at
Plaza 66 remained fully occupied during the year, to bring in a rental
income, excluding car parks, of HK$513 million, an increase of 32%
over the previous year.

With its spacious interiors and contemporary design, exceptional
management and outstanding location on Nanjing Xi Lu — — one of the
busiest shopping streets in the heart of Shanghai — — Plaza 66 not only
boasts the most well-known and acclaimed brands in the world as its
tenants, the tenant waiting list for space within the development also
continues to grow. With tenants ranging from Chanel, Louis Vuitton and
Hermes to Celine, Prada and Dior; the world's leading jewelers and
watch makers — — Harry Winston and Tiffany, Cartier and Boucheron,
Girard-Perregaux, Chaumet and Chopard; together with initiatives such
as our highly popular Watch Gallery, this world-class complex offers the
ultimate fashion and lifestyle experience in the city.

The two office towers within the development, rising 66 stories above
the ground as the tallest buildings in the surrounding area, continued to
prove popular with multinational tenants. This greater exposure to the
international market however meant that these office facilities felt the
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Plaza 66, Jing'an District in Shanghai

effects of the financial crisis more keenly than the retail sector during
the year. Despite the adverse market, we were able to reach occupancy
levels at 98% as of June 2010, to bring in rental revenues, excluding car
parks, of HK$660 million for the 2009/10 financial year.

The Grand Gateway

This landmark shopping complex, located above Shanghai's largest and
busiest metro station in the Xujiahui commercial district, continued to
cement its role as one of the city’s trendiest hotspots — — it was for
instance seen as the most desirable location for the New Year's Eve
countdown to 2010. It was also selected as one of Shanghai's 12 World
Expo Cultural Plazas, where cultural performances are being staged
every weekend from May until October 2010 at the open plaza outside
the shopping mall’s main entrance.
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In 2009/10, a number of world-leading brands such as Armani, Burberry,
Thomas Pink and Enzo opened boutiques within the mall, adding to the
diversity of our tenant portfolio, and bringing the number of prominent
brands within the complex to well over 30 of some of the most well-
known names in the world. The provision of a “ladies” services section
in the new wing, together with the opening of Olé, a cosmopolitan
3,500 square-meter lifestyle supermarket, as well as a Versus Versace
Caffé, have all made further additions to the lifestyle experience enjoyed
atThe Grand Gateway.

Rental income for the shopping mall at The Grand Gateway in 2009/10,
excluding car parks, grew a healthy 20% to HK$726 million. Overall
growth for the development however was a little more modest, growing
12% to HK$1,139 million, due to the impact of the financial tsunami on
both office rentals and the serviced apartment sector. During the year,
income from office rentals increase 1% to HK$246 million while the
residential towers and serviced apartments received a slightly harder
knock, falling by 3% to HK$146 million. Despite these challenges, with
our concerted marketing efforts, we were able to maintain occupancy
levels at a highly positive 100%, 96% and 95%, for our shopping, office
and residential towers and serviced apartment facilities respectively.

Segmental Analysis of Mainland China Investment Properties

LEmEE(TTAK) HEelA (BBEET) HHEE (AP
Total Gross Floor Area* Rental Revenue Occupancy Rate
('000 sg. m.) (HK$ million) (%)
.1

2010 2009 2010 2009 2010 2009
[k Commercial and Retail 283 174 1,240 994 100 100
BTE Office 227 227 906 907 95 97
FEREAT Residential and Apartments 83 83 146 150 95 98
(=8 Car Parks 176 104 31 31 N/A N/A
1@zt Total 769 588 2,323 2,082 98 98

* BEMLE MR EEEE

Including gross floor area above and below ground
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Track Record of Strong Finances
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Our sustainable strong cash position has enabled the successful implementation of our
strategies to create many investment developments for lease in the long term. Our Plaza 66
and The Grand Gateway in Shanghai have brought substantial rental income to us since their
openings in 2001 and 1999 respectively. We expect that our cash flow will be further fueled
when Palace 66 in Shenyang, which opened in June 2010, and other upcoming Mainland
projects, including Parc 66 in Jinan scheduled to open in the third quarter of 2011, start
contributing to our rental income. This strong net cash position gives us the flexibility to
accurately time the sale of our residential developments at the right prices in the market.
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Based on the market situation in the past six months, office rentals
appear to be climbing out of their trough. The World Expo, which
opened in Shanghai in May 2010 and expects to receive some 70 million
visitors in total throughout the summer, is also expected to drive growth
in the retail sector. Coupled with the construction of the Xujiahui metro
station which is nearing completion — — metro line number 9 is currently
in operation while the new metro line number 11 will start running in
2012 — — we anticipate further growth in the development’s overall
revenues.

Palace 66

Designed both as a shopping mall as well as a lifestyle and leisure
center, Palace 66 commenced operations in June 2010. Remarkably,
upon its opening, it was fully leased, boasting a complementary mix of
close to 300 local and international tenants.

FRENMRENERERTRENE 2R E D

Geographical Analysis of Mainland China Investment Properties and Investment Properties Under Development

RZZ—ZF;XA=++H At 30 June 2010

wEEmE (FEHXK)
Total Gross Floor Area™ (‘000 sq. m.)

REYE Investment Properties

L& Shanghai

IRER Xuhui District 315
R Jing'an District 273
b Shenyang

A (R AT ) Shenhe District (Zhongjie Lu) 181
BRERREYE Investment Properties Under Development

BEE Jinan 171
&G Shenyang

R (FEAGE) Shenhe District (Qingnian Da Jie) 842
Fi327] Wuxi

SLE(ARFE) Chong'an District (Renmin Zhong Lu) 264
S m (EERER) Chong'an District (Jiankang Lu) 113
XE Tianjin 153
KE Dalian 222
=t Total 2,534

* EIEUE RE 2 i EE S
Including gross floor area above and below ground
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5B Project

2 Location

FEHMR#% Main Usage
#18E & Total Gross Floor Area

15 B A% Project Descriptions

BEESAR R MR R &0 2 R
ItEE B ESY BER T <B0A XLk
b o JHE MR REZMIERMES
[RTFE—RIWRR - RBEARTHL - At
ARBBREEBTLE-TF I RZER
[ER

BIEESANEZHMRRTE - SRENR
it RIRBES - e Z=RMNE #ARSERS
TR —& » FER R T < AR - Al
BEYB VR AP EE - REER RSN
IREIFNIREE R R8RS -

FEEEEB L AIHERRIES  BHAMAE
W2 ¥ BRI B 9B A R ERN AT R AR
R WREEUS R EAR ERERERED
BR AR R ERITRAEBE — BOR
ShEAR R £ RRRE - BRHERESD N _-F
TNFRISHIALTIARE - WRSIWIEERE
LRERREHEREN 2RI S GRER
B EmERESERN2009 RRIFEE KK
— ZERCEEMAR ] o ptoh - ZIA B IR IR
FENREREMEAZRE BB ENE
REJERIH[2009 mAEEEYEAE — 2
EARE(RE)] - HEEFR T ——FEK -

Lo o A

42

\, |
' % 1 Jinan [
18 E 1% Parc 66
BEHE T BRHE Ly

Quancheng Lu, Lixia District, Jinan
B % Commercial
171,000 F 5 >K /sq. m.

Parc 66 is located on Quancheng Lu, Jinan’s “Golden Avenue”, which has been
the city's political, cultural and commercial hub since the Ming Dynasty. In the
neighborhood of world-famous landmarks, including Quancheng Square, the “No.
1 Spring of the World" - - Baotu Spring, Daming Lake and Qianfo Mountain - - the
development will offer an over 171,000 square-meter world-class shopping mall.

Taking its theme from the surrounding lakes and springs, Parc 66 embodies a
fluid design, an undulating roof, green spaces and curved facades, creating a
new landmark in the city. The innovative architecture will be a nexus for the
community, bringing a new dimension in leisure and entertainment lifestyles to
customers.

Grounding the concept of sustainability in our business operations, all of our

new developments on the Mainland will incorporate cutting edge sustainability
design features and aim to attain the internationally recognized “Certification
under Leadership in Energy and Environmental Design (LEED) for Core and Shell
Development Gold Level” issued by the U.S. Green Building Council. As such,
Parc 66 has already received its Gold Level Precertification in 2009. Like Palace
66, it has received a design award by Le Marché International des Professionnels
de I'lmmobilier (MIPIM), in this instance the “MIPIM Architectural Review Future
Project Awards 2009 - - Retail & Leisure”. It also won the International Property
Awards’ “Asia Pacific Commercial Property Awards 2009 - - The Architecture
Award (Five Star)” during the financial year. Project completion is expected in
2011.
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As the largest of our current projects under
development, this prime 842,400 square-
meter landmark complex is located on
Qingnian Da Jie, the “Golden Corridor"

that runs through the center of the city. A
new metro line is also being built along this
"Golden Corridor’ which will provide direct
access from the station to our development.
Situated in the midst of Shenyang's
landmarks - - the Liaoning Grand Theater, the
Museum of Liaoning Province, the Municipal
Government Building, as well as City Plaza,
Forum 66 will be a comprehensive world-
class commercial development.

Forum 66 will be the second world-class
commercial project in Shenyang for the
Group after Palace 66, which was opened in

BETEITEEFAHE
Qingnian Da Jie, Shenhe District, Shenyang

B - BOE - OBERBREAER

Commercial, office, hotel and serviced apartments

842,400 F 753K /sq. m.

‘Q. P

June 2010. Apart from its premier shopping facilities, the development will offer a hotel and serviced apartments, as well as Grade
A office towers rising some 350 meters to become one of the tallest office buildings in northeast China.

Forum 66 has already received the “Precertification under Leadership in Energy and Environmental Design (LEED) for Core and
Shell Development Gold Level” issued by the U.S. Green Building Council in 2008. Project completion by phases is expected from
2012 onwards, with shopping facilities to come into light first.
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5B Project
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18 B A% Project Descriptions
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Phase 1 of Centre 66 is located in the
very heart of the central business district
in Wuxi. Situated right on Renmin Zhong
Lu in Chong'an District, it will enjoy the
busy traffic that the future Number 1

and 2 metro lines will bring. Running
along Zhongshan Lu and Renmin Zhong
Lu, the two metro lines will cross right
underneath Centre 66, offering an indoor
passageway connecting passengers to
both of Phases 1 and 2. Phase 1 will offer
263,800 square meters of shopping mall
and Grade A office towers.

Centre 66's shopping mall and Phase 1
office obtained the "Precertification under
Leadership in Energy and Environmental
Design (LEED) for Core and Shell
Development Gold Level” issued by the
U.S. Green Building Council in July 2009.
Project completion by phases is expected
from 2013 onwards.
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182 E% (—Hi) Centre 66 (Phase 1)

BETRZEARTDR
Renmin Zhong Lu, Chong’an District, Wuxi

BER /A1 Commercial and office
263,800 ¥ 5 >K /sq. m.

P——
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This development will be built at the
intersection of Jiankang Lu and Houxi

Xi. The latter is to the immediate south
of Renmin Zhong Lu where the current
Centre 66, Phase 1 development is
located. Together with Phase 1, the total
gross floor area of Centre 66 will amount
to 376,800 square meters, forming a large
scale mixed development comprising a
world-class shopping mall, Grade A office
towers, a hotel and serviced apartments,
to become the landmark of the city’s
central business district.

1Ef#E1% (=Hi) Centre 66 (Phase 2)

BETRZEBRER
Jiankang Lu, Chong’an District, Wuxi

B WAR O BERBEXEA

Commercial, office, hotel and serviced apartments

113,000 F 75K /sq. m.
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182 &% Riverside 66
KEH AL EFFIE W

Heping Lu, Heping District, Tianjin
&% Commercial

152,800 75 >K /sg. m.

Situated at Heping Lu in Tianjin, also known as one of the “10 Most Famous
Commercial Streets in China’ Riverside 66 boasts 152,800 square meters of
prime retail space. Its unique elongated architectural form will make it one of
the longest shopping malls in China. Through its singular glass shell, a series
of smaller scaled modular stone retail boxes can be viewed from the outside,
promoting the property’s transparency and visibility to the surrounding streets.

In March 2010, the project’s outstanding design won the prestigious “2010 AIA
New York Chapter's Design Awards” under the unbuilt work category, from the
American Institute of Architects (AIA) New York Chapter. We are probably the
first Hong Kong developer operating on the Mainland to receive this renowned
award. The project has also been awarded the “Precertification under Leadership
in Energy and Environmental Design (LEED) for Core and Shell Development
Gold Level” issued by the U.S. Green Building Council in September 2009. In
addition, it received the “MIPIM Architectural Review Future Project Awards
2007 - - Retail and Leisure”. Project completion is expected in 2015.
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1\“ k # Dalian Ml :
182 E#5 Olympia 66

RET R E R U '
Wousi Lu, Xigang District, Dalian s‘""‘v”"
B Commercial

221,900 ¥ 75 >K /sq. m.

Centrally located at Wusi Lu, one of the most prominent commercial avenues
in Dalian and adjacent to the Olympic Square, Olympia 66 will offer 221,900
square meters of shopping, dining and entertainment space.

Characterized by the interlocking architectural elements, the development
features sophisticated vistas and interconnected vibrant atrium spaces. The
indoor plaza above the retail space will unite all elements of the design scheme
under a crystalline skylight.

In line with our other project developments on the Mainland, Olympia 66 will
employ sustainability design features aiming at achieving the “Certification
under Leadership in Energy and Environmental Design (LEED) for Core and
Shell Development Gold Level” issued by the U.S. Green Building Council
upon its completion, which is expected in 2015. Construction is anticipated to
commence in 2010.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10 47




B PH g Z % B 4y Bt MANAGEMENT DISCUSSION AND ANALYSIS

N — R EA
MAINLAND CHINA — PROJECTS UNDER DEVELOPMENT

RE - B ERBERBREN R -
An artist's impression of the MENRIFRELX - KE
5| restored Inner Theatre of the BEES(TE)Z—EER -
~4% Opera House in the Chenghuang Heritage blends with contemporary
% Temple precinct in Centre 66 (left). architecture in our projects.
Riverside 66 (below) is an example.
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Heritage Restoration and Preservation
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Our sustainability programs for the new projects on the Mainland not only encompass
environmental design features but also cultural and community development. We walk the
extra mile by restoring, preserving and indeed integrating the on-site historical buildings into
our project designs wherever possible.

The two phases of Centre 66 in \Wuxi are united by a large open landscape plaza that houses a
cluster of historical buildings. Among the many preserved architectural gems are a Ming
Dynasty Opera House, which was part of the Chenghuang Temple built in 1369, and the
courtyard house of famous literary scholar Qian Zhongshu that dates back to 1923. A network
of paths and spaces will be built to facilitate the flow of people from key intersections to these
buildings, creating a dialogue between the historical buildings and the new urban space.

Riverside 66 in Tianjin will also restore and integrate the existing Zhejiang Xingye Bank Building,
built in 1921, into its design as a world-class shopping complex. The architectural design of the
two-story bank building drew inspiration from revivalism. It was also one of the very few
properties built by Shen Liyuan, a Chinese architect, from that era. Apart from restoring the
building’s structure while retaining its authenticity, glass and other light building materials are
carefully selected for Riverside 66 so that the development'’s design will be in harmony with the
traditional look of the bank building.
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Major Properties Under Development
RZZE—FF,XA=+H At30June 2010

RIEEEE SEEGER TERTERK
HARETE (FFK) (BoHtt) HH
(FA*k) Total Gross Group's TR EL Expected
Site Area FEMR Floor Area Attributable Stage of Completion
h 2 Location (sg. m.) Main Usage (sg. m.) Interest (%) Completion Date
EHiE HONG KONG
By Blue Pool Road, 7.850 R 8,005 52.6 HETE 2012
AHLERS74T5R IL 5747 Foundation
B JINAN
1Ef&ES Parc 66, 52,569 C 171,000 52.6 BELE 2011
SRYREE - Quancheng Lu, Superstructure
FERN& Lixia District
B SHENYANG
HITIERES Forum 66, 92,065 C/H/O/S 842,400 52.6 BELEE 2012
N Qingnian Da Jie, Superstructure Fi)
& [ Shenhe District onwards
5 WuUXI
18f&E% (—H) - Centre 66 (Phase 1), 37324 C/O 263,800 52.6 HE T2 2013
AEHE - Renmin Zhong Lu, Foundation piic)
=L@ Chong'an District onwards
Ef£ &S (—51) - Centre 66 (Phase 2), 16,767 C/H/O/S 113,000 52.6 FTEIF TEH
R Jiankang Lu, Planning N/A
SLE Chong'an District
XiE TIANJIN
1B ES - Riverside 66, 44,277 C 152,800 52.6 HE T2 2015
FNFEE Heping Lu, Foundation
& Heping District
KiE DALIAN
BEES Olympia 66, 63,400 C 221,900 52.6 FTEIF 2015
FPOE - Wausi Lu, Planning
[ric] 5] = Xigang District
Y s E——
C: % Commercial
H : SEE Hotel
0: BFE Office
R: = Residential
S : MREAEFT Serviced Apartments
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FHEEYE

MAJOR GROUP PROPERTIES

CERGENR

Properties Completed for Sale

RZZE—ZFNA=1H At 30 June 2010

HEEEE SEEGER REH REH
(SFFK) (Botk) (EEHBMEE BRI EE
Total Gross Group’s  No. of Unsold No. of Unsold
TEAR Floor Area Attributable Residential Carparking
Hh 2 Location Main Usage (sg. m.) Interest (%) Units Spaces
&HE HONG KONG
BERT - The HarbourSide, R 37487 52.6 284 270
L mEErm15E 1 Austin Road West,
JUBEIHEER 110805% KIL 11080
SREE The Long Beach, R 100,224 52.6 1,234 —
YIRS 8 Hoi Fai Road,
TUBEHIER 1115255 KIL 11152
E2BEX AguaMarine, R 1,939 52.6 21 -
IRBREEBER 8 Sham Shing Road,
FNEEAER63385%  NKIL 6338
Bi& Carmel-on-the-Hill, R 286 52.6 2 23
MR AN - 9 Carmel Village Street,
JUBEMER 1112255 KIL 11122
) s E—
R: =% Residential
50 EREBERAT —TTh, —ZTFFR



TEREUE
Major Investment Properties
RZZE—FFXA=+H At30June 2010

EEEE (FHK)
Gross Floor Area (sg. m.)
BEFER
T% /578 FERSAH B EH
5 N Office and Residential No. of
WEEmFH  Commercial Industrial/ and Carparking
b 2h Location Lease Expiry and Retail Office  Apartments Spaces
&t HONG KONG
FRESE CENTRAL AND ADMIRALTY
ENfITT » Printing House, 2848 1,709 5,980 - -
HEZFE65% - 6 Duddell Street,
b EZ 33957 IL 339
EE=FIE15% - 1 Duddell Street, 2848 2,340 6,616 - -
A ER 731055 IL 7310
LEpN 1T Baskerville House, 2880 1,473 3,379 = =
ERA22%% 22 Ice House Street,
A EE 644557 IL 644
BITIRITAE - Standard Chartered 2854 4,814 23,730" - 16
= E R 4-4A5 Bank Building,
{5 10 E% 10355 4 - 4A Des Voeux Road Central,
AR & BER Sections A&B of ML 103
S EERR Queensway Plaza, 2012 7,303 - = =
B35 93 Queensway
ik )58 1Ea CAUSEWAY BAY AND WANCHAI
1B - Hang Lung Centre, 2864 8,777 22,131 - 126
AEFE2-205% - 2 - 20 Paterson Street,
A0 ER 52455 K 74955 IL 524 & IL 749
E v Fashion Walk, 2842, 2864 31,072 - 7,935 -
BEHE - B Paterson Street, Houston & 2868
SLAIEHET - N%4 - Street, Great George Street,
RtiEd - &£+5T@ - Cleveland Street, Kingston
B ER 23155 & Street, Gloucester Road,
52%% + bR 4695 & ML 231, ML 52,
470%5% IL 469 & IL 470
BeE Park Towers, 2060 * 1,101 - - 250
HEE 158 1 King's Road,
A EX 85605 IL 8560
W& Shui On Centre, 2060 * - 16,313 - 42
152281 - 15/F-28/F
7/E386-85 6 - 8 Harbour Road,
A E% 863357 IL 8633
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FHEEYE

MAJOR GROUP PROPERTIES

FTEREWE &)

Major Investment Properties (Continued)
RZZE—ZFNA=1H At 30 June 2010

BEmE (FAK)
Gross Floor Area (sg. m.)
BEER
T% /578 FEERET BUuHE
35 N Office and Residential No. of
WEEmFH  Commercial Industrial/ and Carparking
b 2h Location Lease Expiry and Retail Office  Apartments Spaces
3169 HONG KONG (Continued)
B R fE KORNHILL AND QUARRY BAY
RIBES Kornhill Plaza, 2059 * 53,080 10,577 - 1,069
ERILIE1-25% 1 - 2 Kornhill Road,
A EX 856657 IL 8566
REE Kornhill Apartments, 2059 * - - 35,275 -
ERILIZE25% - 2 Kornhill Road,
A EZ 8566557 IL 8566
LEAPL Stanhope House, 2082 1,424 26,411 - 70
HEEET3458 - 734 King's Road,
A EZ 350755 IL 3507
WER¥ILE THE PEAK AND MID-LEVELS
WIaES - The Peak Galleria, 2047 12,446 - - 493
WTBZE 11857 - 118 Peak Road, RBL 3
TP EE 355
TEEE - Nos. 2&3, Garden Terrace, 2078 & 2886 = = 558 25
2-35FEE K - Block 2, 8A Old Peak Road,
ELTEEBAT - IL 896 & IL 2850
A E% 89657 K 28505
iz The Summit, 2047 - - 15,225 54
RITEPGE41CHR 41C Stubbs Road,
A EX 88705 IL 8870
BEEE HONG KONG SOUTH
BRE - B Burnside Villa, 2072 - - 9,212 89
T RBHER 99455 9 South Bay Road, RBL 994
i) MONGKOK
AR LE—H Argyle Centre, Phase |, 2060 114 - _ _
TFEG885R 688 Nathan Road,
JLRE A HBER 126257 KIL 1262
HERG O —HA - One Grand Tower, 2060 19,276 22,637 - 40

TFFGEG27- 641AFR -
JLEEAIHIER 102465

627 - 641A Nathan Road,
KIL 10246
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Major Investment Properties (Continued)
RZZE—ZFNA=1H At 30 June 2010
e

BEmE (FAK)
Gross Floor Area (sg. m.)
BTER
T% /27 FEERET BuHE
SR Office and Residential No. of
WEEmFH  Commercial Industrial/ and  Carparking
h2h Location Lease Expiry and Retail Office  Apartments Spaces
&HE®) HONG KONG (Continued)
A (&) MONGKOK (Continued)
TR 8 Two Grand Tower, 2060 1,629 8,614 - -
TFEG255 625 Nathan Road,
JLBE R ER 1023455 KIL 10234
BEAE - Hang Tung Building, 2045 * _ _ _ 955
BERE1112-1120%% - 1112 - 1120 Canton Road,
TLBERHLER 970855 KIL 9708
AR D, R4 - Park-In Commercial Centre/ 2044 % 7454 30,205 - 478
BT L1556 57 Gala Place,
BE I ER 959055k 56 Dundas Street, KIL 9590
RRERZERL Hollywood Plaza, 2047 9,139 17,941 = =
TZEG105% 610 Nathan Road,
JUBE I HEER 1102457 KIL 11024
Bkl - Carmel-on-the-Hill, 2050 2,131 - - 1
PEAT TN - 9 Carmel Village Street,
JLEEAHIER 1112255 KIL 11122
RDIE R FENE TSIMSHATSUI AND WEST KOWLOON
BRI Grand Centre, 2038 3,688 7198 = =
= AT Es5R 8 Humphreys Avenue,
TNBERHLER 77255 & KIL 7725 &
802657 KIL 8026
1EERFEEHE - Hanford Fashion, 2037 1,444 4,891 - -
FEHGE221B-E5% - 221B - E Nathan Road,
NEEAHER106199% &% KIL 10619 &
813257 KIL 8132
IR The Long Beach, 2050 20,174 = - 390
YGIBIESSR 8 Hoi Fai Road,
FLEEAMER 1115255 KIL 11152
ZFEX - AquaMarine, 2050 22,350 - - 516
RER BR85S - 8 Sham Shing Road,

FILEE A HBER 633855 NKIL 6338
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SEEEY R
MAJOR GROUP PROPERTIES

FTEREWE &)

Major Investment Properties (Continued)
RZZE—ZFNA=1H At 30 June 2010

BEmE (FAK)
Gross Floor Area (sg. m.)
BTER
T% /57 FEERE BuHE
5 N Office and Residential No. of
WEEmFH  Commercial Industrial/ and  Carparking
h2h Location Lease Expiry and Retail Office  Apartments Spaces
FE) HONG KONG (Continued)
SEARBE NGAUTAU KOK AND KWUNTONG
YRS Amoy Plaza, 2047 49,006 - - 620
HSEMABETTR 77 Ngau Tau Kok Road,
FABENMER535E - NKIL 53, NKIL 1482,
148255 + 266057 & NKIL 2660 &
394753 NKIL 3947
EAARTHERL Amoycan Industrial Centre, 2047 = 8,589 = =
HSEABTS 7 Ngau Tau Kok Road,
FTIREAHER 174455 NKIL 1744
BAaHmES Laguna Plaza, 2047 15,162 = = 165
KREE - Cha Kwo Ling Road,
L BE M ER 605555 NKIL 6055
RYE  2ER CHEUNG SHAWAN, KWAI CHUNG AND
28 TSUEN WAN
BEREERL Park Building, 2047 397 13,109 — =
L E4765R - 476 Castle Peak Road,
FLBERHER 176158 NKIL 1761
B AE8225% - 822 Lai Chi Kok Road, 2047 = 9,004 - 73
ML BE A ER 55685 NKIL 5568
KI5 - 9 Wing Hong Street, 2047 = 35,223 = 95
FTILRE A ER 622955 NKIL 6229
HBIEE Laichikok Bay Garden, 2047 3,109 - = 172
HEILEIAT - 1A2 Shops 1A1, 1A2,
5A + 6AK 6B 5A, 6A & 6B,
BIE 495455 Lai King Hill Road,
b E% 333655 Lot 3336 of SD 4
ATAFL Star Centre, 2047 - 28,512 - 27

EH11178443-4515% -
LB 4D 44557 1 R
BO0RAER

443 - 451 Castle Peak Road,
Section A of Lot 690
in DD 445
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Major Investment Properties (Continued)
RZZ—ZFXA=1H At30June 2010

BEERE (FAK)
Gross Floor Area (sg. m.)
BFER
T% /=58 FERBEA BAUHHAE
s REE Office and Residential No. of
R fEmEE  Commercial Industrial/ and Carparking
Hh 2h Location Lease Expiry and Retail Office  Apartments Spaces
&HE®) HONG KONG (Continued)
EhE  EER CHEUNG SHAWAN, KWAI CHUNG AND
=& ) TSUEN WAN (Continued)
THE The Bay Bridge, 2047 - = 20,096 179
SAHEES LA R%1235% » 123 Castle Peak Road,
2B THER 3565 Yau Kom Tau,
TWTL 356
E=IEE Bayview Garden, 2047 4,959 - - 52
285 11386335 633 Castle Peak Road,
8 T D B 32955 Tsuen Wan, TWTL 329
o TUEN MUN
NEIEE - Tai Hing Gardens, 2047 10,970 - - 387
HFAEZIR115R K% 11 Tsun Wen Road and
A EAT1057A 10A Ho Hing Circuit,
T R 31255 Tuen Mun, TMTL 312
BtERL Luen Cheong Can Centre, 2047 - 7.856 - 37
o Pe AT RR 855 - 8Yip Wong Road,

SEHD 13150
11695%

Tuen Mun,
Lot 1169 in DD 131

* AESEThEF

With an option to renew for a further term of 75 years

T EEREEER_E-T BT VRS FRZAESKA EHREEZPEEEHN T~ —FXEA%H -

The Group is now entitled to rental on 22,101 square meters of office area. The rights to rental entitlement in the remaining area will revert to the

Group in 2012.
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FHEEEYE
MAJOR GROUP PROPERTIES

IERENFE )
Major Investment Properties (Continued)
RZZ—ZFXA=1H At30June 2010

BEEE(EAK)
Gross Floor Area” (sg. m.)
BFER
I /278 FEERBH 2 BHUHEE
5 K Office and Residential No. of
WEEmFH  Commercial Industrial/ and Carparking
b 2h Location Lease Expiry and Retail Office  Apartments Spaces
Lig SHANGHAI
BIELEEE % The Grand Gateway Gardens 2063 = - 64,900 _
F_H 1&2,
(L) F21185% 2118 Hua Shan Lu,
GRIER Xuhui District
BEES The Grand Gateway, 2043 120,000 67,200 18,300 835
ITAE R 155 - 1 Hong Qiao Lu,
IRIER Xuhui District
BEES Plaza 66, 2044 53,600 159,700 - 804
B R P 5 12665% - 1266 Nan Jing Xi Lu,
HLE Jing'an District
1 SHENYANG
EWMERES Palace 66, 2057 109,300 - - 875
FRETRS 128 5% - 128 Zhongjie Lu,
S5 [2 Shenhe District

#  BIEME RMEZ EEEE

Including gross floor area above and below ground
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FINANCIAL REVIEW

—E-ZTHEENBRENR

Review of 2010 Financial Results

REFE 7 EEBEREFIBR—2+HZZE  Tumover of the Group increased by 1.7 times to HK$12,580 million as
BE-AZTAEENTERT  TEZHKP  compared with the previous year mainly due to the sale of 425 units
HEERATOA-_+TRMBEEMEDSE  of The HarbourSide apartments which boosted the property sales
HERAHAZABEL+RE—TFT—HE revenue to HK$7,511 million.

TEZHIA

REEBWEZHSKAEEEGES 2R Rental income from Hong Kong properties grew by 5% to

EEE _+HENTAREST ALY HK$2,746 million and property leasing on the Mainland rose 12% to
¥MEEHB WA EAED 2T =%  HK$2,323 million. The opening of a new shopping mall in Shenyang,
BE_+ZE-_TFT=F87 - (&  Palace 66, on 26 June 2010 did not have any significant effect on this
CHEYRSEEHERESN -_E—F year's financial results.

FRNAZTANBRE  YAFEZHH

EEH
Turnover
BHEANA=ZTRHLFE

For years ended 30 June

BEEET

HK$ million
14,000 $12,580
million
12,000
10,000
8,000
6,000
4 m EEYEEE
Hong Kong leasing
» TEAMYERE
2000 Mainland China leasing
m MEHEE
0 Property sales

06 07 08 09 10

C |
R ARENEZLAFEBBNEXRF

Operating Profit Before Change in Fair Value

of Investment Properties

HEANA=THILFE

For years ended 30 June

B EETT
HK$ million
10,000 $8,869
million
8,000

6,000

4,000

m BEMEHE
2,000 Hong Kong leasing
’ » TEANYERE
Mainland China leasing
m MEHEE
oL—= = == = == Property sales
06 07 08 09 10

_—
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BEERANEXERAREM  T2H
RIFEBBRR NELIFTE

KEMEHE 22X B8MBNED 21
ERENTREATABEET BEDE
HEZzZ2FENFFAD O ZER
HEBE_+—BAT—BET - &F
EERFEHRERN  REAMWIREY
EZERENDRBAE 2t 2B
HEBETNEZTRAET -

BERYMEHEZGMNEE L+ —RRET
NEEBT RAREVEEMHKREZ
EBEREMEM—HBAEFEEENTNE
NThESET -

XENKHEEY  BEREVEAFE
BEEMREEE LT NELT B8
T EFEAAAETRATEEETT
Z B8R o

EEMERFERSEMRRDBE T
“RATERT  RBRERESMNEER

e BEHRLRESBTEN
RS LR KEHERXRE N

BAREWERITER - LB BN
HEREtZHATEAST - kAR
ERREEARENMBES Y B2
TAEg3 -
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Substantial increases in direct costs and operating expenses were
largely attributed to the sale of The HarbourSide units.

Operating profit from property leasing increased by 7% to

HK$4,096 million. Hong Kong property leasing recorded a 4%
increase in operating profit to HK$2,191 million. Our investment
properties on the Mainland achieved an overall profit growth of 12%
to HK$1,905 million in spite of the increasing supply of office space in
Shanghai.

Together with the profit generated from property sales, which
amounted to HK$5,256 million, operating profit before the revaluation
gains on investment properties increased 1.5 times to

HK$8,869 million.

With the benefits of the economic recovery, Hong Kong investment
properties recorded revaluation gains of HK$7,971 million for the year
against a loss of HK$1,054 million the year before.

Our Shanghai properties had revaluation gains of HK$6,290 million
for the year reflecting the high occupancy and the rental reversionary
potential of Plaza 66 and The Grand Gateway.

In compliance with the new accounting standards, investment
properties under development have been revalued for the first time.
Accordingly, revaluation gains of HK$7,365 million were recorded.
These represented the cumulative gains in fair value of various
development projects since their commencement a few years ago.
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BEREME  WERANBRSEMGREER
B A tTARE-TRBEET-

BT N\FEEZXTREWAE - F
R—HERELKM - Fit - FEUWA
M HHBETRE  AEEHEENEX
HERBEENTET  BREFEZER
—TEIRG -

MBS HIEN=FEEE+HE=T
NBETL TEARYEHETRKAE
A M E SR 2 SRR IR

In total, gross revaluation gains of HK$21,626 million were recorded in
the income statement.

Interest rates have remained at very low levels since the financial
tsunami in late 2008. Consequently, both interest income and
expenses decreased substantially. The net interest expenses for the
year amounted to HK$80 million, up from HK$10 million recorded in
the previous year.

Taxation charges increased 3 times to HK$6,438 million, mainly
attributable to the substantial profit generated from property sales and
deferred taxation on property revaluation gains.

REWEZAFEEM FEBRARXZH
Change in Fair Value of Investment Properties Interest Income and Expenses

BERNA=THLFE

For years ended 30 June
BEAET
HK$ million
24,000 $21,626

million
21,000
18,000
15,000
12,000

9,000

6,000

3,000

0 06 07 08 09 10

BESA=THLEFE

For years ended 30 June

BB EET
HK$ million
550
500
450
400
350
300
250
$40
200 million
$120

150 million
100

m FIRKA

50 Interest income
m FEXiH
Interest expenses
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AR EHEEFNFEER R EHEE
RHEER - N EREMEXFERT
R AENE M= EEEE—8
“tTOETEONEST - SRAEMIZEEK
THiEEEEE AT A/ ML - EERE
ARBERARSFREE DAL - &
“ETNFEIEMAD 2N

R ¥ = B 1A S AR R R 7 1R S SRR AR
BEm T ER  BOREEERERN LT
—HABEER =T "EALTHES
T EREBEZSRBNERAKIEE
BE ANl EFRAEE-—TT
AUl

With the continuous profit growth from property leasing, contributions
for property sales and the rebound in fair value of investment
properties, profit attributable to shareholders increased 3.7 times to
HK$12,404 million. Earnings per share rose likewise to HK$9.28. The
Board has proposed a final dividend of HK57 cents per share, 6%
higher than 2009.

Excluding the effects of property revaluation and related deferred
taxation and non-controlling interests, underlying profit attributable to
shareholders increased 1.5 times to HK$3,695 million. The adjusted
earnings per share similarly increased to HK$2.76 from HK$1.09 last
year.

FERA BREEFE
Profit for the year Net Assets per share
BEAA=THILEFE WANA=+H
For years ended 30 June At 30 June
BEEET EH
HK$ million HK$
90
Y $24,199
million
24,000 £y
$72.6
21,000 70
18,000 60
15,000 50
12,000 40
L -8 ]
9,000 Underlying profit 30
m S EWHRRIET A
6,000 BT 2 R 20
Effects of revaluation, net
of deferred tax and non-
3,000 controlling interests 10
RS
0 Non-controlling interests 0

06 07 08 09 10

06 07 08 09 10
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BRoZ=TERENLBELt—EATH
BET -

IF

BREMEENBDZ - TEEREN\B
NTRE=T=Z8E8T HBoEREE
MEAEBSEMRRE - B BHRES
MWERBERESN T —TFNAEK
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Review of 2010 Financial Position

The Group continued to manage its financial affairs prudently by
maintaining sufficient financial resources and liquidity to meet all
obligations as they fall due. Our balance sheet remained very strong
with net assets increasing by 30% to HK$97,165 million.

Investment properties rose by 27% to HK$88,633 million partly due
to the revaluation gains on the existing portfolio and partly from the
completion of Shenyang Palace 66 in June 2010.

With the first time revaluation gains and further payments made with
regard to projects on the Mainland, investment properties under
development increased from HK$7,570 million to HK$15,326 million.

RENE  BRIREVERGENX
Investment Properties, Investment Properties
Under Development and Properties for Sale

RINA=+H
At 30 June
BEEET
HK$ million
120,000 $109,845
million
100,000
80,000
60,000
40,000
LRS- L/
Investment properties
N ERPREYE
20,000 Investment properties
under development
LIS LS
0 Properties for sale

06 07 08 09 10

&R N E AR
Financing Resources and Capital Commitment
HWIRA=+H
At 30 June
BEEET
HK$ million
40,000
35,000
$29,043
30,000 million
25,000
20,000
15,000
B HABARITEEEE
10,000 Undrawn banking
facilities
m BE RRITER
5,000 Cash and gaik%eposits
- E A
0 Capital commitment

06 07 08 09 10
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BRAREMBERRAR I ERNARZ RS
BE_ATERE-_T-BET TEN
SEFIRAKBFETBEAMEKZ
YEERIAR -

RAMBRFEEER  SERANES
MRTERR/EE—B T NAERETZ
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After the sale of 425 units in The HarbourSide, completed properties
available for sale decreased by HK$1,828 million to HK$5,886 million.

As at 30 June 2010, the Group had capital commitments of
HK$20,621 million not provided for in the financial statements.
Those commitments are primarily related to development projects
on the Mainland that are scheduled for completion over the coming
several years.

At the end of the fiscal year, the Group had cash and bank deposits
of HK$11,852 million to meet foreseeable commitments and other
working capital requirements while still maintaining a safety buffer.
After deducting total borrowings, all unsecured, of HK$10,790 million,
the Group had net cash of HK$1,062 million as at 30 June 2010.
Taking advantage of a sweet spot in the market, management took
the decision to consolidate and re-finance some banking facilities
with better terms. Consequently, the amount of available stand-by
banking facilities was purposely reduced to HK$17,191 million from
HK$20,476 million in the previous year.

With our strong cash generation capabilities and ample financial
resources, we are well-positioned to meet all obligations and seize
attractive investment opportunities that fit our growth strategy.
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Land Bank Acquisition and Property Development

The Group’s long term expansion plan underpins our strategy to
build up our land bank. Each development project or land acquisition
requires Board approval after thorough evaluation on various aspects
including the related risk and return. Consideration and assessment
of other factors include the relevant government policy, level of local
government support, various economic data and the adequacy of
infrastructure development in the surrounding area.

Each project is managed by a designated professional team with
relevant skills and experience. Projects are actively supervised by
senior management with regular progress reviews so that decisions
can be made promptly.

Treasury Risk

The Group's activities expose us to a variety of treasury risks. The
various risks as stated below are managed in accordance with the
Group's treasury policy approved by management.

(a) Interest Rate and Foreign Exchange

The Group is exposed to interest rate movements as most of

our borrowings are issued at floating rates. Interest rate risks are
closely monitored and the Group may adopt relevant measures in
managing the risks, if appropriate. Maturities of monetary assets and
liabilities are carefully planned and managed to minimize mismatch
and repricing risks. Exchange rate risks arising from the Group's
investments on the Mainland are being managed to the extent
possible to protect ourselves under the existing currency regime on
the Mainland. Given that Hong Kong dollars are pegged to United
States dollars, exchange rate risks relating to United States dollar
deposits are not considered significant.
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(b) REEE - MERARDES

AEBZRSHBHPRESER - UM
BRIERSE - FTARMEFTKANKEE
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(b) Cash Management, Funding and Liquidity

The Group’s cash is pooled and centrally managed in order to achieve
economies of scale. All funding requirements are controlled and
arranged at the corporate level in order to optimize borrowing terms
and facilitate financial risk management. The objective is to ensure
that sufficient funds and banking facilities are always in place to meet
obligations ahead of time. Bank facility maturity dates are properly
distributed to minimize repayment of refinancing risks.

(c) Credit/Counter-party

The Group's exposure to credit risks arise from rents receivable,
instalments receivable relating to property sales and deposits placed
with banks. Credit risk on rents receivable is managed through credit
assessment of prospective tenants, payment of rental deposits and
close monitoring of outstanding rentals. Receivables arising from
property sales are protected from collateral on the relevant properties.
Surplus funds will only be deposited with reputable banks that

have sound credit ratings with assigned exposure limits to mitigate
concentration risk.

(d) Use of Derivatives
Derivative instruments may only be used for financial risk hedging
purposes. Speculative derivative transactions are not allowed.

Business and Operational Risk

Market trends and business environments are closely monitored

to ensure that our properties continue to maintain their competitive
edge. Regular maintenance, renovation and upgrading of facilities
are carried out to uphold the safety and quality of our properties.
Adequate insurance covers are in place to protect our properties
against accidental losses and other perils. We have established
internal control systems to safeguard our assets and protect the
Group from possible malpractices, if any. An independent internal
audit team will carry out frequent reviews and tests to ensure that
the internal control systems and policies are adequate, cost effective
and complied with. Proper back-up procedures are established to
safeguard against potential loss of computer data. A separate back-
up site for our computer system is in place as part of the business
continuity plan.
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The “Eco-Discovery Tour” held at The Peak Galleria aims to educate students on sustainability and green living.
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Structure and Commitment

Our Chairman and senior management are actively engaged

in determining and implementing our corporate strategies

for sustainable development. In view of our unique role and
responsibilities as a property developer in the communities that we
serve, our sustainability policy aims to:

e build environmentally-friendly and sustainable buildings that will
add value to the communities that we serve;

e promote a green environment both in our surroundings and our
operational practices;

e be “the employer of choice” by ensuring a respectful, harmonious
and safe work environment, which provides the necessary training
and development opportunities for our people; and

e make a valid contribution to the communities that we serve, either
through participating in, or sponsoring, worthwhile causes and
initiatives.

Stakeholder Engagement

Our sustainability program would hardly be possible without engaging
our stakeholders. Such engagement programs place a strong
emphasis on improving stakeholders’ understanding of our goals and
objectives, as well as collecting their feedback to better shape our
strategies and ensure more responsive and responsible operations.
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Our Stakeholder Engagement Program

& BEBE HEEES

Stakeholder General Communications Face-to-face Communications

wEERBRR ° *%‘Ei%éﬁiﬂi%}%L;%L BIEEK - PHRFER | o SBRHONMBERET  REESBNIERINE

Investors and & ER - AAkgRBS - 67\\ & Eﬁi%ﬂﬁa“xﬁ%&ﬁﬁ“ AT B ARIFEIRE ©
Shareholders EBEEREEEH - o ZMEBESHMMBIE

EEAMIRMFRERFNIREEEM -
MIREMBENERSHES -

Maintain communication channels with
shareholders, which include circulars,
interim and annual reports, press releases,
announcements and notices of meetings.
Actively respond to investors’ enquiries.
Provide wide range of up-to-date investor
information via corporate website.

Send Investor News to the investment
community with the latest corporate
updates.

. t%ﬁF?xéﬁLuﬁ‘ElﬁﬁTffw% °

o TERFBAFASEHERE -

e Maintain a constant dialogue with
institutional investors and financial
analysts through analyst briefings,
investor meetings and overseas non-deal
roadshows.

e Attend investor conferences and forums.

e Arrange property visits for the
investment community.

o Meet shareholders during annual general
meeting.

2 ¢;5] e REFZZRMABNEBHREELIEREDN o HE T [EEFEITHEBNRIGHEE 12
Government BA o #2477 558 o
o ERBEMERRMENEE  MEEMKD -3 | o« Maintain ongoing dialogue with
SIREHRE  RIEZFRENER provincial, municipal, district and special
e Issue timely notices to relevant administrative region governments
government bodies where necessary. to enhance understanding in local
e Present property developers’ perspective regulations.
on regulations, guidelines and practices
as member of Real Estate Developers’
Association of Hong Kong (REDA).
R o FRI|MEE(EAR E’]’%"EJJ 28 MBAR | o Z2NKREHEARELREEHERREEN
Business Partners MERUBRFHENRE  THE - BER B e
HAZE o e Attend meetings with CCBF and REDA.
o FRATEBUMERRNE HMEFZFEEHEAM
EREB o

Communicate industry perspectives,
action plans, targets and expectations
on environmental issues to government
as patron member of Climate Change
Business Forum (CCBF).

Communicate with other property
developers on industrial issues through
REDA.
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Stakeholder General Communications Face-to-face Communications
BELREP o [HPHALREFGHHAFPELEMSHERRAM - | o LESEWER Eﬂﬂ%ﬁﬂﬂ’]@)ﬁﬂﬁﬂﬁ‘* °
Customers and BAIE A o s EREBABMEFTHRE
Tenants s BMREFMWEBTREATNNBURERALZES | © EEWERITHERELED -
WEER e Locate easy-to-access customer desks in
e Provide latest circulars online through our different properties.
“Tenants Logon System”, the first of its e Hold regular meetings between senior
kind in Hong Kong. management and tenants.
e Ensure efficient and effective e QOrganize special recreational events in
communications between buyers and residential properties.
property management company when
handing units over.
A E IR AT AR o BB ZHE - MITAFL  BASFINAEE | o BBARAREINE  BEF ;}Eﬁi%lﬁzi@ﬁ)ﬁ
The Community At AN R AR AR o o TEHMIFHNAEMEHE  SmELEEED
and Non- e Communicate closely with community BOTERE - L‘A@Eﬂ%ﬂi%ﬁﬁ?ﬁﬁﬁ’ﬂﬁ%ﬁ@
governmental and community organizations in design, EEEE -

Organizations
(NGOs)

execution and evaluation of projects
through meetings, surveys, etc.

Organize and participate in range of
community events through corporate
volunteer program.

Meet with NGOs regularly to discuss
latest corporate social responsibility (CSR)
developments to shape the Group’'s CSR
programs on an ongoing basis.

AER - EERAEE

Contractors,
Consultants and
Suppliers

HEERNAREEIRER  FRERARER
EP9%5&1%7&@%&5(”%%ﬁﬁ%ﬁ’zﬁ’ﬁaﬁxi Bilgn -
HIRBMERAAMBREER - BRBEESR W
LEE BHESREERESZNERL - AKE
WARREIR O Z kK -

ﬁ%ﬁ BARIEREEESNEABE SR T RN
C AR B ERDRIB T o
Eﬁi%%.iiﬁﬁu%EE’U{#EEPHD%@%EIE%IVE
RAR
Communicate proactively with suppliers
and contractors on our operational
and environmental requirements, e.g.
guidelines on purchase and use of timber-
related products, recyclable products,
minimal packaging and waste production,
energy-efficient equipment, compliance
with relevant regulations, etc. under
Group's Central Environmental Purchasing
Policy.
Ensure contracts are clearly prepared
and well communicated to suppliers and
contractors to avoid any possible confusion
or dispute.
Foster good working relationship with
reputable, competent suppliers and
contractors.
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HANHEF - fEE  BERREAEETE
HEEHE -

HAH E R A B R RIS HEE - W E A
GURUSITENRINEH

Attend and hold regular progress
meetings with internal customers,
suppliers, consultants and contractors.
Keep an ongoing dialogue with suppliers
and contractors; attend relevant seminars
to gain up-to-date industry information.

HIR1T
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BEEEE
General Communications

HEEES
Face-to-face Communications

&R o EBBMEREEH T LHEE TREEE - o EENIALETADIAMFMAER - BIRE
Employees o FEBENAINFAEWEE THRETINHER - ITERFEEFESXERENEEAS -
LA EARREED e Ensure open communication with direct
o WNHEARGERER) BT EMANME TRHEMZE access for employees to supervisor
SHELS  WERABINEZERMNES - or higher levels of management as
o CHAEIIRE  MRABIREEREKAREE - enshrined in internal Code of Conduct.
o Formulate staff well-being programs with
a bottom-up approach through the Hang
Lung Social Club Committee.
o Collect opinions on staff well-being
programs through company-wide survey to
develop related activities accordingly.
e Provide latest corporate information to
staff in Hong Kong and the Mainland
through monthly internal newsletter
“Connections”, which also serves as
\ platform for employees’ sharing and
feedback.
e Evaluate feedback on training workshops
| to meet staff's needs for continuous
growth and development.
HH o EBEIET - AE - AMEKHMARME - X8 | o MEEAMEKREBEFAGELHSE  BW
Media BEBREEER AR - AR R EEN S AR
e Maintain proactive media program through | e Arrange meetings, formal briefings
press releases, notices, announcements and media interviews for results
and other collateral materials. announcements, annual general
meetings, etc. to facilitate two-way
communications with media.
| N s S
AT B Our People

| SEHERY —XEERERTHNE
B BIRETEEMARFEHONERN - A
R % TALm B RME &
MBBREAT - BREEKRS [E8E

EZE|-

BREL -
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Seeking to build a team of professional and committed talent, we
aim to be “the employer of choice! offering a comprehensive and
competitive package of benefits to attract and retain the best people,
supported by a broad and diverse wellness and training program.

In line with our “pay for performance” principles, outstanding
employees receive salary increments and discretionary bonuses on
top of their regular package. We are also one of the few Hong Kong
companies to grant share options to directors and executives as
incentives and rewards for their contribution to the Group.
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Under the theme”Our Golden Era’ the annual dinner 2010 highlights our business development

over the years as well as the golden age to come.
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2008 and 2009 management trainees participate in the
training at the \Whampoa Youth Military Training School,
where they learn about leadership skills and teamwork, as
well as discover their potential.

As at the end of June 2010, the Group had a total of 2,479 staff,
consisting of 1,102 staff in Hong Kong and 1,377 on the Mainland,
with total remuneration for the year amounting to HK$609 million.
Among the senior and middle management in Hong Kong, women
employees contributed 48%. Staff numbers on the Mainland are
projected to grow in the coming year from 1,377 people in June 2010
to over 1,700 in 2011, with our expanding operations on the Mainland.
The total staff turnover rate for the year stood at 13.6%.

Employee Wellness

Promoting a healthy work-life balance among our staff, we are
committed to providing healthy surroundings hand-in-hand with a
supportive environment in the workplace.

Such wellness programs are organized by the Hang Lung Social Club
with the aim to foster a quality family life, unleash staff potential,
enhance team spirit, develop greater corporate citizenship and
promote environmental education. During the year, major activities
included an environmental educational tour, a cross-departmental
Hang Lung Soccer Team, volunteer work, annual company outings to
Macau and Hangzhou for staff and families, etc. The Annual Dinner
also continues to be a key highlight. Under the theme “Our Golden
Era’ the dinner this year highlighted our business development over
the years as well as the continuing golden age to come.
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Towards Better Health and Safety

We are committed to ensuring the highest standards in occupational
health and safety. During the year, we recorded only eight cases of
work-related injuries, each leading to over seven days of absence from
duty.

Regarding our medical and health programs, a Flexi Health Check
Program was introduced for executive staff, under which they can
personalize their health check plans with professional advice from
doctors. A series of talks on Chinese medicine was also launched to
introduce the different aspects of Chinese herbal medicines as well
as ways to maintain a healthy life. We also operate a Health Channel
on our Intranet to provide news on health and well-being, promote a
culture of safety and reinforce occupational safety practices among
our employees.

Management Trainee Program

Building a pool of talented and professional managers for our current
and future needs, we continue to recruit outstanding graduates

from both local and overseas universities to join our Management
Trainee (MT) Program. Trainees are attached to various divisions

and departments in our Hong Kong and Mainland operations. They
also attend a range of training and development programs such

as business etiquette training, leadership training and personal
development programs, among others. Commencing in 2008/09,
trainees can customize their own program by choosing from among
“Elective” attachments to strengthen specific skills or to improve their
knowledge in their interested areas on top of the compulsory “Cores”

Career Programs for Operational Staff

As part of our core business is the provision of professional property
management services to tenants and customers alike, we are
dedicated to offering a unigue tailormade training program for our
frontline operational staff in Hong Kong. Through the program, staff
will be given exposure to various frontline operations at different
types of properties. Such a hands-on approach will equip our staff
with thorough understanding of the operational procedures and
comprehensive skill sets in handling customerfacing work, enabling
them to fulfill more diverse and challenging roles in the long run, as
well as providing superior customer services for our customers.
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Staff and their family members go on an annual company outing to Hangzhou.
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The senior management attends the presentation of a graduation
project by the 2008 management trainees.

Ongoing Training & Development

Committed to fostering a culture of knowledge sharing and life-long
learning, we introduced the “Let's Share and Grow in a Knowledge-
based Company” training theme in 2009. In 2009/10, each of our
staff on average received 3.3 days of training.

\We offer a range of in-house training programs in addition to
subsidized external training courses, such as compulsory annual
refresher training on the latest security regulations, as well as
workshops on complaint handling skills, leadership skills, EQ and
stress management. In 2009 we also introduced an e-learning
platform on our intranet called “Learning Zone' offering a database of
quality external training courses to fit staff's different vocational needs.
It also features a “Reading Corner’ which encourages continuous
learning by providing book loan services on a selection of quality
books covering professional and leisure topics.

Reinforcing Our Core Values — SAIL

We place strong emphasis on communicating with our staff our

core SAIL values - - Simplicity, Authority, Integrity and Loyalty. To
encourage and help our staff to apply such values in their everyday
work, we have enlisted 14 representatives from different departments
in Hong Kong and the Mainland to be “SAIL Stars” to share their SAIL
winning tips, which were subsequently printed on a SAIL Calendar for
distribution throughout the Group.

Other initiatives include developing a “Simplicity e-Thank you

card” for staff to thank those who have helped to simplify working
procedures and publishing the “SAIL - - Authority” newsletter to
showcase how effective empowerment and delegation helped staff
complete their work effectively and efficiently. In reinforcing the
Group's commitment to a high standard of professional ethics, we
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PMEERAE(REB)AIEATHEMAE collaborated with the Independent Commission Against Corruption
EMITHARRIRE TE89t 7 [BhaEkk:s (ICAC) to organize seminars on “Professional Ethics and Corruption
PE] - WiIRIBEEEMNESI ARME THITE  Prevention” to all executive and administrative staff in Hong Kong.

T IhEERIE

HEABESR -

V2

JER - EARMPEEFE  An anti-corruption training kit, based on guidelines provided by the
ICAC, is also used to promote this message in our offices on the
Mainland.

]
IN FOCUS

g R AMEE
Our SAIL Values
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Our SAIL values speak of the essence of the Group's culture, establishing coommon ground
as well as shared goals among our staff in the performance of their duties:

Simplicity signifies continuous effort to simplify work procedures and therefore a lean
corporate structure, enhancing transparency and two-way communication between the
management and other staff.

Authority represents the empowerment of different levels of staff, allowing them to make
the appropriate and necessary decisions and take ownership of their work.

Integrity refers to the Group’s commitment to high standards in corporate governance and
professional ethics.

Loyalty is essentially a shared sense of belonging and faithfulness to the Group. Such team
spirit encourages staff to strive for the Group’s best interests.
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Another successful “Eco-Discovery” event is teaching mall
V|S|tors how to plant and grow vegetables at home.
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Environmental Project Team members visit The Peak Galleria to learn about the property’'s
latest environmental measures.

Environmental Protection

As a major property developer both in Hong Kong and on the
Mainland, we strive to minimize the impact of our operations on the
environment by building and managing our properties in a sustainable
manner.

Cementing our leadership on the environmental front, and while in
the process of producing this annual report, Palace 66, our recently
launched property in Shenyang, obtained its gold rating in the
internationally acclaimed Leadership in Energy and Environmental
Design (LEED) Certification for Core and Shell Development, issued
by the U.S. Green Building Council on 28 June 2010. It is the first
shopping mall on the Mainland to receive this prestigious recognition.

Building for Sustainability

Pioneering in the planning and building of sustainable property
developments on the Mainland well before sustainability became
the major topic of concern that it is today, we have long been
committed to have all our new Mainland developments, Palace 66,
Parc 66, Forum 66, Centre 66, Riverside 66 and Olympia 66, be set
with reduction targets and designed with a wide range of advanced
sustainability features. A total of 6 staff members have been
qualified as the LEED Accredited Professionals who help promote
sustainability in our project developments. With the recent opening of
Palace 66, our vision has begun to turn into reality.
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Photovoltaic panels at Palace 66 turn solar energy into electricity.
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Palace 66 utilizes automatic faucet sensors to save water consumption.

¢ Building Envelopes

One of the most advanced features that we have adopted for all our new
developments is their high performance low emissivity glazing facades.
At the forefront of the latest technology, these high performance

building envelopes, with their improved insulation and heat reflectance
abilities, shield the structure from external temperatures to reduce the
electricity needed in the heating and cooling of the property. Projects
such as Palace 66 also employ external shading devices and high solar
reflectance index aluminum roof coatings to further reduce heat transfer
to the building.

Combining the benefits of these major green initiatives and other energy-
saving measures, we expect to save between 14% to 21% in electricity
in our new developments on the Mainland. As in the case of Palace 66, it
is estimated that a 21% saving in its annual energy consumption will be
achieved. This translates into a saving of seven million kWh of electricity
every year, equivalent to the annual consumption of 1,545 Hong Kong
households. In carbon emission terms, it means that 6,300 tons less
carbon dioxide is being released into the atmosphere annually.

e Renewable Energy

All of our new developments on the Mainland are equipped with
photovoltaic panels which turn solar energy into electricity. Besides,
Palace 66, Forum 66 and Riverside 66 will be equipped with ground
source water heat pumps which extract and dissipate heat energy from
the building to the ground in summer and vice versa in winter.

Demonstrating the value of these systems, the annual renewable energy
generated at Palace 66 alone will be sufficient to power the lighting for
1,800T8 fluorescent tubes covering an area of 20,000 square meters of
basement car parking, consisting of about 500 parking spaces for a day.
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e Recycling and Recovery

Hand-in-hand with these energy saving initiatives, we have also
adopted a comprehensive recycling and recovery program for our new
developments on the Mainland. In all our new projects, for instance,
airside heat recovery systems will recover energy from exhaust

air systems to pre-cool or pre-heat the fresh air before it enters the
buildings’ airconditioning systems.

Centralized water recycling and re-use systems will also be installed
at the new properties to collect, treat and supply recycled water for
irrigation and other non-drinking purposes. Together with the use
of water saving sanitary fixtures, such as automatic faucet sensors,
we believe we will be able to reduce the use of water at our new
developments on the Mainland by a significant 30% to 40%.

\Watersaving measures at Palace 66 are expected to reduce water
consumption by an estimated 40%, translating into 13,000,000

U.S. gallons or 49,210 cubic meters a year. This is sufficient to supply
the drinking water for 24.6 million people for a day or fill 20 Olympic
standard swimming pools.

In the management of construction waste, an average of 76% of all
construction waste at our new project sites is recycled. In Palace
66, for example, certified recyclers have reused or recycled over
80%, representing over 4,150,000 kg, of the development’s waste
materials.

e Sustainability on an Operational Level

In sourcing our building materials, we set guidelines and ongoing
monitoring systems on using at least 20% of our construction
requirements from recycled materials, with the major items being
the use of structure steel and reinforcement steel in our buildings on
the Mainland. This target extends to the use of at least 20% in locally
produced materials, usually concrete, in the construction process.
These locally produced materials should be extracted, harvested,
recovered or manufactured within 500 miles of the project site. The
shortened delivery distance will reduce the consumption of diesel and
gasoline and in turn reduce our carbon footprint.
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Palace 66 utilizes energy efficient lighting.
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The ventilation systems at Palace 66's car park can
automatically adjust the indoor ventilation by monitoring the
amount of carbon monoxide in air.

In terms of our daily operations, all the lighting in our new projects
will consist of high efficiency lighting. At the same time, ensuring the
quality of the indoor air in all our new developments and minimizing
the idle time of ventilation systems, carbon monoxide sensors

are being installed. These sensors adjust the indoor ventilation
automatically to improve airflow and air quality if high concentrations
of carbon monoxide are detected.

Seeking to improve external air quality while also providing tenants
and shoppers with more pleasant and healthier surroundings,

we also allocate an average of 17% of a project'’s site area for the
development of greenery spaces.

e |nternational Benchmarks and Certification

Seeking to benchmark our commitment to sustainability against
the highest international standards, we might be the only property
developer on the Mainland to set our sights on achieving gold rating
under the LEED core and shell certification issued by the U.S.
Green Building Council for all our new developments. In fact, the
sustainable design of these new developments aims at surpassing
LEED's requirements. We are delighted to be able to report our
successes in this direction: all our projects under development have
already obtained their gold LEED precertifications for core and shell
development, while Palace 66, which opened at the end of June
2010, became the first shopping complex on the Mainland to attain its
official gold level certification.
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Green Features of our New Projects on the Mainland

e
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Category Key Green Features Palace 66, | Parc 66, Riverside | Centre 66, | Forum 66,
Shenyang | Jinan 66, Tianjin Wauxi Shenyang
BEYIMNE TR B RIR R
Building envelopes High performance low-e 4 4 (%4 v v
double glazing
BARR SRER
Renewable energy Photovoltaic panels v v v v v
HIRKER
Geothermal heat pumps v - v - v
= % 2
@W&T@ = A = EllES v v v v v
Recycling and recovery Heat recovery systems
Vi iE /\”z:
KIBIREA ?fw v v v v v
Water recycling systems
EIKEHERE
\Water saving sanitary v 4 (%4 v v
fixtures
EEEEN = E e IR AR FEREX
A AR Energy efficient | Use of daylight v v v v v
Sustainability lighting U
on an PAERRR v v v v v
operational High-efficiency lighting
level RRHIE - BIE R Y EE
2 BERERME
I R
Lighting controls
including daylight v v v v v
Sensors, occupancy
sensors and
programmed switches
Air conditioning | High Performance chillers v v v v v
systems .
INE IR RHT _ v v v _
Ice storage systems
EANEREE RBERIE
A ﬂ',\? ﬁ%ﬁﬁﬁﬁl%_ﬂ_ _ v v v v v
Indoor air Low emitting materials
quality -
REZFIENEERT
Demand control v (4 4 v 4
ventilation
SLGS YA
High performance filters v v v v v
e

=t REERBSEATRAGBK  WIEBITHEIRE *Note: Instead of recycling the property’s own grey water or collected rainwater, Riverside 66 in
FAHR K Sl SR B2k 2 FRK © Tianjin will be using municipal grey water.
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Managing for Sustainability

Given our strong investment property portfolio, the Group has placed

a significant emphasis on managing our properties in both Hong Kong
and on the Mainland in a sustainable manner. An Environmental Project
Team (EPT) consisting of 40 cross-departmental representatives was
set up to engage staff from different levels in our environmental efforts.

e |n Hong Kong

A wide range of green measures has been implemented in our
investment property portfolio in Hong Kong with an aim to spread

the environmental message to the community. In particular, The

Peak Galleria has become a showpiece of our commitment towards
sustainable property management and was awarded the Certificate of
Merit under the category of property management by the Hong Kong
Awards for Environmental Excellence (HKAEE) Sectoral Awards, a
government-led recognition scheme that encourages businesses and
organizations to adopt green management practices.

Conserving Energy Resources

In 2009/10, we continued with our energy reduction program and
achieved a saving of 1.18 million kWh of electricity. Over the past five
years, such continual efforts have saved approximately 45 million kVWh
in energy consumption of our investment properties in Hong Kong,
translating into a reduction of 33,700 tonnes in carbon dioxide
emissions or the saving of 101,250 trees.

These savings have been made possible by a variety of programs,
including the use of energy efficient lighting in all of our properties as
well as the replacement of aircooled airconditioning systems with
more efficient watercooled versions in half of our properties. In 2009,
we completed the installation of watercooled chiller plants at Amoy
Plaza and Kornhill Plaza. We will continue to identify investment
properties where such chiller plants can be used. \We have also

been able to maximize energy efficiencies by maintaining the indoor
temperatures of our shopping malls within a range of 23 to 23.5
degrees Celsius and our offices between 25 to 25.5 degrees Celsius.
As such, all our major investment properties in Hong Kong have
received “Energywi$e Labels” issued by the HKAEE.

Further driving our group-wide efforts in this direction, an internal
"Energy Saving Competition” was launched in February 2010 to
promote sustainability and look for innovative energy saving ideas
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The solar panel renewable energy system at The Peak Galleria.
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among our frontline staff. This competition will come to an end in
September 2010 and staff with outstanding ideas will be rewarded.

In addition, our EPT has self-designed and built a solar panel system
atThe Peak Galleria to harness the renewable solar energy.

To further encourage members of the public to adopt more
environmentally-friendly energy alternatives than traditional gasoline
and diesel fuels, The Peak Galleria became the first property on Hong
Kong Island to provide a battery charging station for electric vehicles in
December 2009.

FEERRENXBFHEER

Annual Electricity Consumption by

All Investment Properties in Hong Kong
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The Peak Galleria was awarded the Certificate of Merit under the category of
property management by the Hong Kong Awards for Environmental Excellence
Sectoral Awards.
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Plaza 66, Shanghai, is one of the Group's properties participating in the
“Green is All Around” campaign.
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The basement of Plaza 66 utilizes energy-efficient
lighting, reducing the property’s electricity consumption.

Saving Water

Our water saving program encompasses technical solutions as well
as recycling initiatives. By now, 60% of all water faucets in our
properties in Hong Kong work on infrared sensors. During the year,
our EPT creatively developed a “Rainwater Collection System” atThe
Peak Galleria, collecting and sterilizing rainwater for flushing toilets
and for other non-drinking purposes.

To further enhance our water efficiency, we are currently reviewing
The Peak Galleria’s automatic outdoor irrigation system, seeking

to minimize the use of fresh water for the irrigation of the gardens
during rainy weather.

Waste Management and Reduced Use of Paper

During the year, we continued with our ongoing waste separation
and recycling program at all of our managed properties. As such,
312,100 kg of paper and 56,500 kg of other wastes were recycled.
Revenues generated from the sale of the recycled waste have been
pooled into an “Environmental Fund’ which will be used to support
our other green initiatives.

In addition, we are working closely with the Environmental Protection
Department (EPD) of the Hong Kong Special Administrative
Region on various waste separation campaigns. For instance, we
have participated in the “Green Reminders Program” under the
“Minimizing Waste, Maximizing Future” waste reduction campaign,
to review our recycling strategy and help raise customer awareness
of these recycling facilities. Launched in May 2010, the campaign
will continue until the end of 2010. Our Amoy Plaza has also joined
in EPD’s “Food Waste Recycling Partnership Scheme” to promote
the reduction of food waste as well as the source separation of
unavoidable food waste for subsequent collection and treatment.
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Internally, we strive to reduce our paper consumption through the
introduction of an electronic Tax Return. Staff can now view and
download their electronic Tax Return through the Employee Self
Service System.

The Greater Greening of our Developments

Committed to the many benefits of greenery, we launched a “Green
is All Around” campaign in 2009, under which the majority of the
outdoor areas of our investment property portfolio in Hong Kong are
covered in vegetation. This commitment is particularly visible at our
self-designed Green Terrace at The Peak Galleria. This showpiece not
only demonstrates the lush beauty of green surroundings, but has
also lowered indoor temperatures at The Peak Galleria by a significant
3 degrees Celsius, reducing the demand for airconditioning and thus
the consumption of electricity. Vertical greening, a new concept
enabling the growth of vegetation on vertical surfaces, was also
implemented at the Green Terrace, the Park-In Commercial Centre
and Stanhope House during the year.

e On the Mainland

As two of Shanghai’s leading commercial landmarks, both Plaza 66
and The Grand Gateway are managed with sustainable practices and
the preservation of the environment in mind. Both properties thus
continue to optimize their resources and facilities while maximizing
their energy saving and waste management objectives. Our aim is to
lead by example, encouraging others in the business sector to work
with us in meeting and fulfilling the industry’s corporate obligations
and social responsibilities.

Building on its underlying approach to “develop energy-efficient ways
and maintain low carbon emissions’ Plaza 66 has developed 20
energy-saving initiatives, focusing on the use of energy-saving air
conditioning systems as well as green and energy-efficient lighting.
Hand-in-hand with these measures, the property also provides
training for all staff to build awareness and has invited the University
of Shanghai for Science and Technology to conduct a professional
and comprehensive audit on the building’s carbon emissions during
the year. Analysis of the information gained will ensure Plaza 66's
sustainable development and help formulate an action plan to further
reduce its carbon footprint. These activities and achievements

have won us the Shanghai Municipal Commission of Economy and
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We sign the Copenhagen Communiqué in support of reaching a
credible deal among countries and corporations.

THEA JEY - ARAMR+ EEEE
#53 oR IE — PO FE PO M - RFIRRELD
Sh8E -

FRN BEREISGNTK TRNIBEER
Mo BERAIRS SEREN X EEER
M REREZEHRA  BRIHE
TEETERNE S - RERARBMA
BEBERESRHEAEE  EEF=
FHEGER [ R RE] -

BIERBIRIRAGE

Em%ﬁﬁﬁ BAIBR AR A B2
EMERIN - WRELZIFIRRET SIS
g o flgA - ﬁféiﬁzﬂi?ﬂ%ﬁtﬁﬁ{’ﬁﬁm
E# o RMEZBT (FABERIEEZ(EMHE
o) - WAESNREMEZETE - 1718
RZZENF+ A EFABBERITY
[BEBREEe®]  RRIEE(E
BEKERITHHE - KPIEERES
[RIRB L RmEINEEEDA - B
NRAEAERRESRREENELRAR
S - MPIW 2N T IRIBIREZ R
B DRBRAE] - KR [TREET » R B
Bl BORVREREBNENR —EF
NFEM_T—ZFF  HABTHFENA
MZIEYFEHBREEREIRRIES [
H—/BF] - BRNTHERE—/EHIR
REE - BHMIMBERED - FEBAE
ButAgAREceNE2HEHEY
TiE-

82

IITE B35 TR B AR A F & BB IR (AT @16 A IRFIRIR -
The GreenTerrace at the rooftop of The Peak Galleria provides a
pleasant recreational environment for mall visitors.

Informatization’s “Leading Project in the Advancement of Energy
Saving Technologies in Shanghai” award. VWe are doubly honored by
the award as we were the only organization not from the Mainland to
receive this recognition among the 15 award recipients.

During the year, The Grand Gateway also completed 16 energy saving
initiatives. Focusing primarily on improving energy efficiencies for

its various facilities and equipment together with the use of more
energy-efficient lighting, its target is to save five million kWh of
electricity. Citing The Grand Gateway as a leader in the field of energy
saving, it was named as a “Model Enterprise in Energy Saving” by the
Xuhui District People’'s Government, for the third year running.

Continuing Our Environmental Commitment

On a corporate level, we engage in a number of activities and events
apart from our approach of building and managing for sustainability.
Reinforcing our commitment in this direction, for instance, we signed
the Copenhagen Communiqué, a global initiative aiming to reach a
credible deal at the “United Nations Climate Change Conference in
Copenhagen’ in December 2009. We are also a major patron of the
Climate Change Business Forum in Hong Kong, seeking to spread the
word on environmental issues together with the potential risks and
opportunities involved. As one of Hong Kong's “Carbon Audit ® Green
Partners” under the Environmental Protection Department’s “Carbon
Reduction Charter’ we have also pledged to carry out activities to
reduce our greenhouse gas emissions. In both 2009 and 2010, we
joined the worldwide awareness campaign “Earth Hour’ turning off
the lights in a number of our properties both in Hong Kong and on the
Mainland to help fight climate change. We also support the work of
relevant organizations such as World Wide Fund for Nature (VWWVWVF) and
the Jane Goodall Institute through sponsorships.
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Christian Ministry to Visually Impaired Persons is one of the
beneficiaries of our venue sponsorship program.
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The Hang Lung Center for Real Estate was established on 23 April 2010 at Tsinghua
University, Beijing.

Community Investment

Our community investment program covers a wide spectrum of
social needs with a particular focus on financial, education, artistic and
cultural needs. During the year, in accordance with our community
strategies and policies, we donated a total of HK$42 million to various
charitable causes and non-profit organizations. At the same time,

our shopping malls provided venue sponsorships for a total of 38
events, raising funds of approximately HK$1.24 million for numerous
charities, including programs for the World Wide Fund, Oxfam Hong
Kong and UNICEF among others. We also donated food baskets and
mooncakes to Ronald McDonald House Charities at both the Mid-
Autumn Festival and Christmas.

The Hang Lung Center for Real Estate, Tsinghua University,
Beijing

On 23 April 2010, we celebrated a major milestone in our community
investment program with the opening of the Hang Lung Center

for Real Estate at Tsinghua University in Beijing. With a donation

of HK$30 million, the Hang Lung Real Estate Research Fund under
the Tsinghua University Education Foundation was established,
supporting the Center in its role as a research institute jointly
developed by Tsinghua’s School of Civil Engineering, School of
Economics and Management and School of Architecture.
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An Environmental Project Team member explains to students the
operational procedures and benefits of waste separation.
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The Peak Galleria’s Hong Kong Gallery serves as a platform to
promote local culture.

Under the guidance and leadership of our Chairman Mr Ronnie C.
Chan, we have long had a tradition of supporting education. This
development will continue our tradition of supporting real estate
studies at the University by leveraging Tsinghua's multi-disciplinary
strengths and distinguished faculty to attract scholars of international
standing to build a world-class academic team in the areas of housing
policy and security, land management and urban development. In
addition, the Center will provide research backup to the government in
the formulation of policy, ensuring sustainable urban development and
healthy growth of the market on the Mainland.

Hang Lung Mathematics Award 2010

Arrangements have commenced for our Hang Lung Mathematics
Award, which is taking place once again this year. With registration
ended in February 2010, a total of 102 teams from 56 secondary
schools have registered for the event, a record high, marking an
increase of 32% over the last event in 2008.

First founded in 2004 by our Chairman, Mr Ronnie C. Chan,

together with world renowned mathematician and 1982 Fields
Medalist, Professor Shing-tung Yau of Harvard University, this unique
competition seeks to promote intellectual discovery among Hong
Kong's youth, aiming to not only stimulate mathematical and scientific
creativity but also cooperation among students, as well as making

a greater contribution to society. Rather than answering a set of
questions, students are given a year to design and research their own
mathematical projects. A report on the findings is then submitted

to the Scientific Committee comprising leading academics. Finalist
teams are then invited to attend an oral defense to present their
research report.
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THE PEAK GALLERIA:

A PLATFORM TO ENGAGE THE COMMUNITY
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In view of its location on the Peak, The Peak Galleria attracts
huge numbers of local residents and visitors to Hong Kong. We
have therefore taken the opportunity to reach out to the local and
international community in terms of environmental and cultural
development.

Promoting Green Education Initiatives

Our Environmental Project Team (EPT) first launched its “Eco-
Discovery"” series in 2009 to spread the environmental message

in an innovative and fun way, and has successfully reached out to
747 participants during 2009/10. lIts signature “Eco-Discovery Tour”
is unique in itself as it opens up The Peak Galleria, introducing local
students to the many sustainable features in our operations such as
the first Electric Vehicle Charging Station on Hong Kong Island, a wind
turbine, solar panels, a sunlight sensor canvas, the Green Gallery,
waste recycling facilities, a carbon monoxide sensor ventilation
system, a rainwater collection system as well as photo-sensor
lighting.

In addition, EPT also partnered with tenants, community groups and
other business associates in a wide range of innovative programs,
such as building gigantic animal sculptures with recycled shoeboxes
collected from participating tenants, teaching The Peak Galleria’s
visitors how to plant and grow vegetables at home, to name just a
few.

Promoting Local Culture

The Peak Galleria launched a “Hong Kong Gallery” earlier in 2010

to serve as an exhibition venue for arts and cultural events both for
local residents and foreign tourists. The first exhibition held at the
venue was the “Hong Kong Film Awards Review Since 1982" which
showcased selected posters and photographs of award winners of
the Hong Kong Film Awards. During the exhibition period, The Peak
Galleria also turned its rooftop Green Terrace into an outdoor cinema,
playing movies that feature Hong Kong's culture and history. In line
with the aspirations of the Hong Kong Gallery, The Peak Galleria
supports the development of local performing groups with the
opening up of its Green Terrace as a stage for their talents.
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“Knowledge Builds a Better Tomorrow"”aims to help underprivileged

children with their studies.
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RREBFEERNMATNEFSERNEREES  MBLAETEREYKEER -
The Environmental Project Team partners with tenants to collect shoeboxes
and work with students to turn them into gigantic animal sculptures.

Staff Volunteering Program

Seeking to return some of the tremendous support that we have
received from our customers and the community over the years, we
encourage our staff to take part in community service to contribute
to the society. A part of this commitment to corporate citizenship
became hard fact with the formal debut of a staff-initiated volunteer
team under the leadership of the Hang Lung Social Club in December
2009. In partnership with The Changing Young Lives Foundation,
the team launched its first volunteering program under the name
“Knowledge Builds a Better Tomorrow" to help underprivileged
children with their studies.

From January to April 2010, 33 volunteers contributed over 130
service hours after work to run tutorial classes helping the children
with their homework and sharing their knowledge and expertise
on specific topics such as health care, energy saving, global
warming, etc.

The Way Forward

Looking forward we will continue to focus on sustainability as a key
component in everything that we do. We believe that the strong
foundations established over the years together with the high
standards achieved, will provide increasing thrust for the ongoing
sustainability of our business, our environment and our world.
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FINANCIAL CALENDAR

1 A AN
NIREEE

Interim Results announced

—E-FF-A=ttA
27 January 2010

 ———

3 H maR

IREE P HIR S
Interim Dividend paid

—E-FF=HMWAH
4 March 2010

———

7 Ao
INCE-E T

Annual Results announced

—E-FFELA-TA
28 July 2010

 ———

10 A ocT

BLLHHERMB S
Latest time to lodge transfer

EERERMBFESR
(RARHBREMS)
Share Register closed
(for final dividend)

BRERBFERE
(MEFE SRR FHMBEM =
BRRBFAESBRE

Annual General Meeting
(Details are set out in the
Notice of Annual General
Meeting accompanying this
Annual Report)

—E-FF+B+ER
THFOUEE=12
4:30 p.m. on 15 October 2010

—E-FEF+A+TN\HBE=t+H
(EEMXEIEEA)

18 to 20 October 2010

(both days inclusive)

—F-FFtA=1H
EF+—BFIE

R M B

11:00 a.m. on 20 October 2010
at Registered Office

 ———

11 H nov

ERIREARBARE
Proposed Final Dividend
payable

—2-2F+-A-8
1 November 2010
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Corporate Governance Structure

We are committed to the primacy of our stakeholders’ benefits.
As a responsible business corporation, we strive to best fulfill the
highest standards of corporate governance with a qualified board,
sound internal control systems and effective risk management.
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WITZE®
Company Secretary Executive Committee

5

mEREMEES
Nomination and
Remuneration
Committee

=

ERZE® A ERE A

Audit Committee Internal Auditor

As good corporate governance is essential to corporate success,
we instill the core principles of good corporate governance into
our corporate culture through leadership by example, training and
effective internal controls. These principles include an emphasis
on transparency and accountability to all stakeholders, maintaining
high standards of integrity and establishing trust through sound
governance practices.

Throughout the year, we complied with all Code Provisions set

out in the Code on Corporate Governance Practices as stated in
Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
"“Stock Exchange”).
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A summary of how we comply with the Code Provisions and Recommended Best Practices of the Code under
Appendix 14 of the Listing Rules is set out below:

A % Directors

SFRIERSE

<F AIHE isi
Code Number AR Code Provision

A1 EERG The Board
EEREAABENERANNT ZE The Board should assume responsibility for leadership and control of the
£ WEBEEEHREREEARATE Companyand is collectively responsible for directing and supervising the

7% o Company'’s affairs.
BRI
Compliance TEERER Corporate Governance Practices
Status
Y EERTERTHRIMNIE% - Ef Board Meetings are held at least four times a year which include

BEMAEESENEINPEAZEST  two full Board Meetings to approve interim and annual results and to
BEFART | REEEREERHR SRR  propose interim and final dividends. Notice is given to Directors at
RE:i?fedl:egm B4 NTHESERSHLE/THE least 14 days before a regular Board Meeting.

P +THEXAE ERESHLHSHRB

[=]

> WRZ-ZZTZTH/ —THE-&E= > Five regular Board Meetings were held in 2009/10; and
BERITT RXEHEE

> ZREEERMAemESHEEA > meetings are also held as and when necessary to discuss

T 5 BEETES  EANE LY  significant transactions, including issuance of debt securities, material
& URBERS (I0F) - acquisitions and disposals, and connected transactions, if any.

—EFEh —EEEEEHESEE Details of Directors’ attendance records in 2009/10 were as follows:
Ve .
RMRLERIOT ¢

#{T HEEE Meetings Held/Attended

n B

313

i
4
d

[arara
3
I N
|

0 an

BUEHTES Independent Non-Executive Directors J#178% Non-Executive Director] #47E% Executive Directors

4
4
4
4
dd

E[:[:EJ

EEIEI[:EJ
EEIEI[:[:
EEIEI[:[:

ElE

BRmE @z el EHR B4 BREER RECR RIER REx SAE
S.S.Yin HK.Cheng  LauraChen  Simon Ip York Liao Gerald Chan Ronnie Nelson Terry — William

Chan  Yuen Ng Ko*

£ FHE:% Board Meetings

EZZ B &8 Audit Committee Meetings

I24 N3 B Z B 22+ Nomination & Remuneration Committee Meetings
¥R AT A& Annual General Meeting

= % Director attended

R=-Z—T 4 — 5 AEZE(E Appointed on 9 February 2010

el 1]
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Corporate Governance Practices
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BRIBARRZBBEIZAA - [P
RERSEFMBREAZEANNEH
EREHNRLHE  FHEETSS
MFRRGHAERFEEABUARA ©

REAEREFNSREBAEEEH
BERR - RERERBTREAARE
R RRFBRE -

All Directors can give notice to the Chairman or the Company
Secretary if they intend to include matters in the agenda for Board
Meetings. Procedures have also been agreed by the Board to enable
Directors to seek independent professional advice at the Company's
expense.

All Directors have access to the advice and services of the Company
Secretary who is responsible to the Board for ensuring that
procedures are followed and that all applicable laws and regulations
are complied with. The Company Secretary is also a source of advice
to the Chairman and to the Board on corporate governance and the
implementation of the Code on Corporate Governance Practices.
Draft and final versions of minutes of Board Meetings and meetings
of Board Committees are sent to all Directors or Committee
members respectively for their comments and record. All minutes of
Board Meetings and meetings of Board Committees are kept by the
Company Secretary and are open for inspection by any Director.

Under the Company's Articles of Association, a Director shall not
vote or be counted in the quorum in respect of any contract or
arrangement in which he/she or any of his/her associates is/are
materially interested.

We have arranged appropriate insurance cover on Directors’ and
officers’ liabilities in respect of legal actions against its Directors and
senior management arising from corporate activities.

Coiﬁkﬁfber <FRIERSC Code Provision
A2 EERRITEAESR Chairman and Chief Executive Officer
EERRTBEHHETRESHEES +  There should be a clear division of responsibilities between the Chairman
VATER#E D AN B RE D 391 - and the Chief Executive Officer to ensure a balance of power and authority.
ERARR
Compliance TEERER Corporate Governance Practices
Status
44 EER Chairman
SEERBERIEEEAEEER 2%EE  The Chairman, Mr Ronnie C. Chan, provides leadership for the Board.
2 < AR A REBEERMEEZESH A @EEE He is responsible for ensuring that all Directors receive adequate
Crmslly i BRARTEAGFCEMARAIFE

Requirement
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information, which must be complete and reliable, in a timely
manner and that Directors are properly briefed on issues arising at
Board Meetings. He also ensures that:

> the Board works effectively and discharges its responsibilities;
> all key and appropriate issues are discussed by the Board in a
timely manner;

> good corporate governance practices and procedures are
established; and

>  appropriate steps are taken to provide effective communication
with shareholders and that views of shareholders are communicated
to the Board as a whole.
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He, at least annually, holds meetings with the Independent Non-
Executive Directors without the Executive Directors being present.
He is primarily responsible for drawing up and approving the agenda
for each Board Meeting taking into account, where appropriate, any
matters proposed by the other Directors for inclusion in the agenda,
or delegates such responsibility to the Company Secretary.

He encourages all Directors to make a full and active contribution to
the Board's affairs and takes the lead to ensure that the Board acts
in the best interests of the Company. He facilitates the effective
contributions of Non-Executive Directors and ensures constructive
relations between Executive Directors and Non-Executive Directors.

Managing Director (Chief Executive Officer)

The Managing Director, Mr Philip N.L. Chen (who succeeded Mr Nelson
W.L. Yuen on 15 July 2010), is our Chief Executive Officer. The roles of the
Managing Director are separate from those of the Chairman.

The Managing Director is a member of the Executive Committee of the
Company and is responsible for :

> operating the business of the Company and implementing policies and
strategies adopted by the Board of Directors;

> the Company’s day-to-day management in accordance with the
instructions issued by the Board;

> developing strategic operating plans that reflect the objectives and
priorities established by the Board and maintaining operational performance;
and

> ensuring the adequacy of financial and internal control systems and the
conduct of business in conformity with applicable laws and regulations.

The Managing Director chairs the monthly meetings of the Company's
various operational divisions. He formulates, for the Board's approval,
the management organization and internal rules of the Company and
recommends the appointment and dismissal of senior executives.
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Board Composition

The Board should have a balance of skills and experience appropriate for
the requirements of the Company’s business and should include a balanced
composition of Executive and Non-Executive Directors so that there is a
strong independent element on the Board which can effectively exercise
independent judgment.
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The Board of Directors currently comprises nine persons:
>  three Executive Directors, namely, Mr Ronnie C. Chan (a brother of
Mr Gerald L. Chan), Mr Philip N.L. Chen and Mr William RY. Ko;

> one Non-Executive Director, namely, Mr Gerald L. Chan (a brother of
Mr Ronnie C. Chan); and

> five Independent Non-Executive Directors, namely, Mr S.S. Yin,

Dr H.K. Cheng, Ms Laura L.Y. Chen, Mr Simon S.O. Ip and Dr York Liao.
They possess appropriate academic and professional qualifications or related
financial management expertise and have brought a wide range of business
and financial experience to the Board.
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TRINEARBZIEEEEF/UAKREZZE The following chart illustrates the current composition of the Board of
Directors as well as each Committee of the Company:

T EER
CORPORATE GOVERNANCE

SeRa

AR

Shareholders

EER
Board of Directors

RER (BER)
BHE (REER)
fREtx (EFRKE)
PREER"

EEH

BREE1G*

EHer

=18

Gerald L. Chan®
H.K. Cheng*
Laura L.Y. Chen*
Simon S.0. Ip*
York Liao*
William P.Y. Ko

HITZEE®
Executive
Committee

EZEEE
Audit
Committee

iz (LfF)* BRECR (%)

Simon S.O. Ip (Chairman)*
P
H.K. Cheng*

B ta
Laura L.Y. Chen*

S
York Liao*

Ronnie C. Chan (Chairman)

B
Philip N.L. Chen
i
William P.Y. Ko

* k778 F Non-Executive Director
* B/ IE#H 778 F Independent Non-Executive Director

&5t - Remarks:
1. BIAREER T —TF _ANBEZEANTEERATEEEKE -

2. RERFER-_Z-ZELATHARK THEHEESFEEERHTRRIGNKS -

Committee.

3. BHERLTLEAREBRALHEEFAKERNTEREEKE

15 July 2010.
4, RETKAEN-_ZE-ZEFLA-+—BEBIHNTES  THHERTZEEKE -

2010.

Ronnie C. Chan (Chairman)
S.S. Yin (Vice Chairman)*
Philip N.L. Chen (Managing Director)

RERFHNEESR
Nomination and
Remuneration
Committee

EESH (XF)
H.K. Cheng (Chairman)*

Bt
Laura L.Y. Chen*

Bz
Simon S.0. Ip*

B
York Liao*

Mr William RY. Ko was appointed as an Executive Director and a member of the Executive Committee on 9 February 2010.
Mr Nelson W.L. Yuen retired as the Managing Director on 14 July 2010 and hence ceased to be a member of the Executive
BT TELATEAREN -

Mr Philip N.L. Chen succeeded Mr Nelson W.L. Yuen as the Managing Director and a member of the Executive Committee on

MrTerry S. Ng resigned as an Executive Director and hence ceased to be a member of the Executive Committee on 21 July

7%

B RBERHS -

AARPEZ SEENIRMERHES  An updated list of Directors showing their biographical details is maintained
on our website under Profile of Directors.
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Appointments, Re-election and Removal

There should be a formal, considered and transparent procedure for the
appointment of new Directors and plans in place for orderly succession for
appointments to the Board. All Directors should be subject to re-election at
regular intervals.
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In accordance with our Articles of Association, one-third of the Directors
are required to retire from office by rotation for re-election by shareholders
at the Annual General Meeting ("AGM”). In addition, every Director is
subject to retirement by rotation at least once every three years, and new
appointments to the Board are subject to re-election by shareholders at
the upcoming general meeting. Names of such Directors eligible for re-
election being accompanied by detailed biography will be stated in the
notice of general meeting.

Non-Executive Director and Independent Non-Executive Directors are
appointed for specific terms, which coincide with their expected dates of
retirement by rotation at least once every three years.

To further enhance accountability, any appointment of an Independent
Non-Executive Director who has served the Board for more than 9 years
will be subject to a separate resolution to be approved by shareholders.
We will state in the notice of AGM the reason why we consider the
Independent Non-Executive Director continues to be independent and our
recommendation to shareholders to vote in favor of the re-election of such
Independent Non-Executive Director.

We have received from each of our Independent Non-Executive Directors
an annual confirmation of his/her independence pursuant to Rule 3.13

of the Listing Rules and therefore we consider the Independent Non-
Executive Directors are still independent.
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Responsibilities of Directors
Every Director is required to keep abreast of his/her responsibilities as
a Director of the Company and of the conduct, business activities and
development of the Company.
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Every newly appointed Director will meet with other fellow Directors

and members of senior management, and will receive a comprehensive,
formal and tailored induction on the first occasion of his/her appointment,
S0 as to ensure that he/she has a proper understanding of the operations
and business of the Company, and that he/she is fully aware of his/her
responsibilities under statute and commmon law, the Listing Rules, other
regulatory requirements, and especially the governance policies of the
Company. The Company Secretary will continuously update and refresh
Directors on areas regarding their responsibilities and relevant regulations. All
Directors are required to disclose to the Company their offices held in public
companies or organizations and other significant commmitments.

The Directors are responsible for:

> ensuring continuity of leadership;

>  development of sound business strategies;

> availability of adequate capital and managerial resources to implement
the business strategies adopted; and

>  adequacy of systems of financial and internal controls and conduct of
business in conformity with applicable laws and regulations.

\We have set out guidelines regarding securities transactions by Directors
under “transactions in the Company’s shares” in our Code of Conduct (the
“Code of Conduct”), which are on terms no less exacting than the required
standard set out in the Model Code contained in Appendix 10 to the Listing
Rules (the “Code”). The Company has made specific enquiry to all Directors
and confirmed that they have complied with the required standard set

out in the Code and the Code of Conduct regarding Directors’ securities
transactions.
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Code Number AR Code Provision
A6 BREREEH Supply of and Access to Information
SEERFERTEZENER - HFZX Directors should be provided in a timely manner with appropriate information
NEGBEFESENEZERBERE  insuch form and of such quality as will enable them to make an informed
1B NEHARE - WeEBITEEAZ/  decision and to discharge their duties and responsibilities as Directors of the
RIESHBERET - Company.
AR
Compliance TEERER Corporate Governance Practices
Status
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%ﬁjﬂﬁf THHAEZESHEZEEKE - Committee meeting respectively.
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Management has supplied the Board and its Committees with adequate
information and explanations so as to enable them to make an informed
assessment of the financial and other information put before the Board and
its Committees for approval. Management are also invited to join Board
Meetings where appropriate.

All the Directors are entitled to have access to timely information in relation
to our business and make further enquiries where necessary, and they can
have separate and independent access to senior management.

B EENEREEAENHEHN Remuneration of Directors and Senior Management
Cociﬁi\lgﬁgfber <FRIMEST Code Provision
B.1 B2 175 5B 2 kR A 5L The Level and Make-up of Remuneration and Disclosure
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There should be a formal and transparent procedure for setting policy on
Executive Directors’ remuneration and for fixing the remuneration packages
for all Directors.
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Nomination and Remuneration Committee

A Nomination and Remuneration Committee, set up in 2003, now
constitutes four Independent Non-Executive Directors, namely Dr H.K.
Cheng (Chairman of the Committee), Ms Laura L.Y. Chen, Mr Simon S.O. Ip
and DrYork Liao. Regular meetings were held to review human resources
issues, including significant changes in salary structure of the Group and
terms and conditions affecting Directors and senior management. The
Committee met three times in 2009/10 to review, inter alia, the composition
of Board members and Directors’ remuneration.

Its terms of reference, which are accessible to all via our website, have
included, as a minimum, the specific duties as stipulated in the Listing Rules.

The major work performed by the Committee during the year included the
following:

(@)  reviewed the structure, size and composition (including the skills,
knowledge and experience) of the Board;

(b)  made recommendations to the Board on the Company’s policy and
structure for all remuneration of Directors and senior management;
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(c)  determined the specific remuneration packages of all Executive
Directors and senior management, including benefits in kind, pension rights
and compensation payments; and

(d)  made recommendations to the Board on the remuneration of Non-
Executive Director and Independent Non-Executive Directors.

The remuneration package of Directors and senior management, including
discretionary bonus and share options, is based on the following criteria:

their individual performance;

skill and knowledge;

involvement in the Group's affairs;

their achievement of business targets; and
performance and profitability of the Group.

YYVVYY

The Committee also considers factors such as salaries paid by comparable
companies, time commitment and responsibilities of the Directors,
employment conditions elsewhere in the Group and desirability of
performance-based remuneration.

The Committee obtains benchmark reports from internal and external
sources for evaluation of market trends and the competitive levels of
remuneration being offered to Directors and senior management. Sufficient
resources are provided to the Committee to discharge its duty. The
Committee may consult the Chairman and the Managing Director (the Chief
Executive Officer) about their proposals relating to the remuneration of other
Executive Directors and have access to professional advice if considered
necessary.

The Recommended Best Practice to disclose the remuneration of senior
management has not been adopted as it is considered to be not appropriate.
Only details of Directors' remuneration are disclosed on an individual and
named basis.
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Financial Reporting
The Board should present a balanced, clear and comprehensible assessment
of the Company’s performance, position and prospects.
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Directors acknowledge their responsibility for preparing the financial
statements on a going concern basis, with supporting assumptions or
qualifications as necessary. The Company's financial statements are
prepared in accordance with the Listing Rules, Companies Ordinance and
also the accounting principles and practices generally accepted in Hong
Kong. Appropriate accounting policies are selected and applied consistently;
judgments and estimates made are prudent and reasonable. A statement by
the external auditors, KPMG, about their reporting responsibilities is included
in the Independent Auditor's Report on the Company’s financial statements.
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The Directors endeavor to ensure a balanced, clear and understandable
assessment of the Company’s position and prospects in annual reports,
interim reports, price-sensitive announcements and other disclosures
required under the Listing Rules and other statutory requirements.

The Recommended Best Practice to publish quarterly financial results has
not been adopted as it is considered not practical and not cost effective for a
property company.
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The Board should ensure that the Company maintains sound and effective
internal controls to safeguard the shareholders’ investment and the
Company's assets.
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Corporate Governance Practices

\We maintain a good internal control environment to enable the internal
control systems and procedures to perform effectively. The Code of
Conduct details the Group's philosophy in running its business and acts as
a benchmark for all staff to follow.

Internal control systems have been designed to allow us to monitor the
Group's overall financial position, safeguard its assets against loss and
misappropriation, to provide reasonable assurance against fraud and
errors, and to manage the risk in failing to achieve the Group’s objectives.

We have a well defined specific limit of authority governing activities of the
Executive Committee, Directors, executives and senior staff. Annual and
mid-year budgets on all capital and revenue items are prepared and approved
by senior management before being adopted. We monitor the business
activities closely and review monthly financial results of operations against
budgets. We also review and update the internal controls to meet upcoming
challenges.

We take extreme precautious measures in handling price-sensitive
information. Such information is restricted to a need-to-know basis.

We maintain an internal audit department which is independent of our

daily operations and accounting functions. The Internal Auditor reports
directly to the Audit Committee. An internal audit program based on risk
assessment methodology was designed which has been reviewed by the
Audit Committee on an annual basis. On a monthly basis, the Internal Auditor
discusses his internal audit reviews and findings with the management and
obtains management’s responses on various issues. Internal audit reports
are prepared for the Audit Committee every quarter.
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Formal meetings are held every six months between the Internal Auditor
and the Audit Committee to discuss internal audit issues. During Audit
Committee meetings, the Audit Committee also enquires on financial and
internal control matters with the external auditors. The Audit Committee has
the authority to have direct discussion with external auditors in the absence
of management if deemed necessary, and they meet at least once annually
for this purpose. One Executive Director is present at the Audit Committee
meetings to answer enquiries from the Audit Committee and to report to the
Board of Directors on matters arising.

We acknowledged that it is our responsibility to maintain effective risk
management and internal control systems and to review them twice a year.
\We manage risks by strategic planning, appointing appropriately qualified
and experienced personnel at senior management positions, monitoring

the Group's performance regularly, maintaining effective control over capital
expenditure and investments, and setting a high level of Code of Conduct for
all Directors and employees to follow.

The Directors have conducted a review covering all material controls,
including financial, operational and compliance controls and risk management
functions of the Company and its subsidiaries for the financial year ended 30
June 2010 and were satisfied that an effective and adequate internal control
system had been in operation. Considerations are also given to the adequacy
of resources, qualifications and experience of the staff of the Company’s
accounting and financial reporting function, and their training programs and
budget. WWe came to such conclusion based on our clearly set company
policies and procedures, specific limits of authority, budgetary controls,
regular monitoring of performance and the reports from both the external
auditors and the Internal Auditor.

We confirm that there have been no major changes in the nature and
extent of significant risks faced by us from the previous financial year, and
we have the ability to respond to any such changes in our business and
the external environment. Furthermore, there were no significant internal
control problems encountered during the year. We closely monitor our
system of internal control, and had received further assurance from the
Audit Committee that the internal audit function has been functioning
effectively. We have complied with the Code Provisions set out in the Code
on Corporate Governance Practices in respect of maintaining an effective
internal control system.
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Audit Committee

The Board should establish formal and transparent arrangements for
considering how it will apply the financial reporting and internal control
principles and for maintaining an appropriate relationship with the Company’s
auditors.
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An Audit Committee was established by the Board in 1999, which now
comprises four Independent Non-Executive Directors with appropriate
academic and professional qualifications or related financial management
expertise, namely, Mr Simon S.O. Ip (Chairman of the Committee), Dr H.K.
Cheng, Ms Laura L.Y. Chen and Dr York Liao. Meetings are held at least two
times a year for the purpose of discussing the nature and scope of internal
audit work and assessing the Group's internal controls. Separate meetings
will also be held with the external auditors (in the absence of management) as
and when required. The Audit Committee held two meetings in 2009/10.

Its terms of reference, which are accessible to all via our website, have
included the duties stipulated in the Listing Rules.

The Committee is authorized by the Board to investigate any activity within
its terms of reference; to seek any information it requires from any employee
and all employees are directed to co-operate with any requests made by the
Committee; to obtain outside legal or other independent professional advice;
and to secure the attendance of outsiders with relevant experience and
expertise to their meetings if necessary. Sufficient resources are provided to
the Committee to discharge its duty.

During the year, the Audit Committee has performed, inter alia, the following:

o reviewed and obtained explanation from management and the external
auditors on the interim (unaudited) and annual results, including causes

of changes from the previous period, effects on the application of new
accounting policies, compliance with the Listing Rules and relevant legislation,
and any audit issues, before recommending their adoption by the Board of
Directors;
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o considered and proposed to the Board on the re-appointment of KPMG
as the Company'’s external auditors;

o considered and approved the procedures and guidelines in employing
the external auditors to perform non-audit assignments for the Company;

o received and reviewed the internal audit reports from the Internal
Auditor;

o held meetings with the external auditors in the absence of
management to discuss any audit issues;

o held meetings with the Internal Auditor in private to discuss internal
audit issues;

o approved the internal audit program for 2009/10; and

° carried out an annual review of the internal control system of the
Company including the adequacy of resources, qualifications and experience
of staff of the Company’s accounting and financial reporting function, and
their training programs and budget.
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Management Functions
The Company should have a formal schedule of matters specifically reserved
to the Board and those delegated to management.
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Senior management, comprising assistant directors and senior managers, is
responsible for the day-to-day operations and administration function of the
Group under the leadership of the Executive Directors. The Board has given
clear directions to management as to the matters that must be approved

by the Board before decisions are made on behalf of the Company. The
types of decisions to be delegated by the Board to management include
implementation of the strategy and direction determined by the Board,
operation of the Group's businesses, preparation of financial statements and
operating budgets, and compliance with applicable laws and regulations.
These arrangements will be reviewed periodically to ensure that they remain
appropriate to our needs.
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Remuneration Committee were formed in 1989, 1999 and 2003
respectively. Information on the Audit Commmittee and Nomination and
Remuneration Committee can be found in Code Numbers C.3 and B.1
above.

Executive Committee

The Executive Committee of the Board of Directors of the Company
was formed in 1989. Its members are all the Executive Directors of the
Company, who meet regularly to establish the strategic direction of the
Company, and to monitor the performance of management. Clear terms
of reference have been adopted by the Board, and guidelines were also
set up for certain issues requiring Board approval. Each of the Committee
members has full understanding on determining which issues require a
decision of the full Board and which are delegated by the Board to the
Committee or management.
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Effective Communication

The Board should endeavor to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings or other
general meetings to communicate with shareholders and encourage their
participation.
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Our AGM provides a good opportunity for communication between the
Board and shareholders. The Chairmen of the Board and of the Committees
are normally present to answer queries raised by shareholders. External
auditors also attend the AGM every year. Notice of the AGM and related
papers are sent to shareholders at least 20 clear business days before the
meeting. Each separate issue is proposed by a separate resolution by the
Chairman. The meeting enjoys strong participation from shareholders.

On the requisition of our shareholders holding not less than 5% of our paid-
up capital as at the date of the deposit of the requisition carrying the right
of voting at our general meetings, our Directors shall forthwith proceed to
convene an extraordinary general meeting.

Specific enquiries and suggestions by shareholders can be sent in writing to
the Board or the Company Secretary at our registered address or by e-mail
to our Company.
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resolutions submitted for voting, and the shareholders were provided with
detailed procedure for conducting a poll. All resolutions tabled at the 2009
AGM, inter alia, the adoption of financial statements, re-elected Directors, re-
appointed auditors and renewed general mandates were voted on by poll,
and the results of poll voting were posted on the websites of our Company
and of the Stock Exchange in the evening on the same day.

The Board confirms that there are no changes proposed to the Articles

of Association of the Company at the forthcoming AGM to be held on 20
October 2010 (“2010 AGM"). The important shareholders’ dates for the
coming financial year, which include the Board Meetings for the declaration
of interim and final dividends for the year ending 30 June 2011 and the AGM,
are expected to be held at around late January 2011, late July 2011 and in
October 2011 respectively.
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KPMG was re-appointed as our external auditors by shareholders at the 2009
AGM until the conclusion of the 2010 AGM. They are primarily responsible for
providing audit services in connection with the annual consolidated financial
statements.

During the year, the total remuneration in respect of services provided by the
external auditors is as follows:

2010 2009

HK$M HK$M

EEEET ABBEET

Statutory audit services 9 ¢
Tax and other services 1 2
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\We have adopted a corporate Code of Conduct since 1994 which is updated
from time to time, setting out clear guidelines for employees on matters
such as:

> soliciting or accepting advantages;

> offering advantages;

> observing local laws when working in another jurisdiction;

handling situations of conflict of interests;

handling confidential information/company property;
use of information and communication systems;
compliance with the Code of Conduct; and
transactions in the Company'’s shares.

YYVYVY

The Code of Conduct also sets out guidelines on matters in relation to
suppliers and contractors; customers and consumers; responsibilities to
shareholders and the financial community; employment practices; and
responsibilities to the community.

In order to monitor and enforce the compliance of the Code of Conduct,
functional managers are responsible for ensuring their subordinates fully
understand and comply with the standards and requirements as stipulated.
Any violation thereof will result in the employee being disciplined, including
termination of employment. Suspected corruption or other forms of
criminality will be reported to the Independent Commission Against
Corruption or appropriate authorities. The Executive Directors will also
answer directly to any Board member for impartial and efficient handling

of complaints received from all shareholders and potential shareholders;
customers and consumers; suppliers and contractors and our employees.

Also, all employees who are above a designated level are required to
complete and sign a Statement of Interest annually declaring their interests,
directly or indirectly, with the Company and our subsidiaries and associated
companies, so as to make sure that all operations are managed in
accordance with the highest standards of practice and corporate governance.
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We are committed to disclose relevant information on our activities to

our shareholders and investors through regular analysts’ briefings, press
conferences and press releases, e-mails and our website, apart from

our annual and interim reports. All enquiries and proposals received

from shareholders, investors, media or the public are responded to by
Executive Directors, Company Secretary or appropriate members of senior
management.

The Company's information including the terms of reference of Board
Committees is also accessible to all via our website. Terms of reference of
Board Committees are also available on request. Besides providing traditional
financial data, our website also contains the most current information
including properties available for sale and leasing, latest issued capital,
updated substantial shareholders’ interests in shares, major corporate events
and frequently asked questions.

Moving Forward

Corporate governance practices keep evolving in light of the
changing business environment and developing regulatory
reforms. We constantly keep track of the latest corporate
governance developments and review our practices to strengthen
our corporate governance standards and align ourselves with
international best practices.

EEEEERAE — TN/ —ZFFH



& 5t
PROFILE OF THE DIRECTORS

BREUR &

BER

RELERFANTH  R—AE_FMBEAE
R —AN—FHEEER - HITRE
BEEETIZE, FHHEARERMERRA
AZEER -RELRBBHEEZRESE
eR DMNBERIEFRETENGER
KA BB AR PR TES IR
Z2HMAE - RELTAZEBREEMASE
MESRABERZEENE - BREERK
REZ - XEEINNABRBERNESE - R
ERBXEEMNASIHEESEL - K
TRARRIIFATESRER LI -

i BTE

BERR BUIFRITESR)
BREAEERFL TR R—AELTFMER
S8 DECEERZERL - BFEA—N
NAREE-NN_FHEEFHLE A H
—hMh—FREFRIESER - REEEDE
REMBERTEER - TF&R BRER
RITR - ANEBRBERBERITESRER
RITER - BARERBEBR AR ZE
EEk-

RERSKE

B (W2 -2FLATHEHRK)
REARFA+ A R—AEN\FMmEA
AEBEHERNRR 2 BHAE - — NN\ —
FENRYEES FAHREAEERE
B RR—NAN\N\FHERTES X
R—NMN_FEZERARAREWMBEAR
AIEEMERRARZERTALRE - A
AEBEF REEAGERBLABEEZHFS
AEITTEBRKESE - REXNRES A
RS RERENERT T
CERGERBLEFMAEEER - R

EMREBHEEZREEES -

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

Mr Ronnie Chichung Chan

Chairman

Aged 60, Mr Chan joined the Group in 1972 and became
Chairman in 1991. He is also Chairman of the Group’s major
subsidiary, Hang Lung Properties Limited, which is publicly
listed. Mr Chan is a Vice-President of The Real Estate Developers
Association of Hong Kong, a Vice Chairman of the Asia Society
and Chairman of its Hong Kong Center, and an advisor to the
China Development Research Foundation of the State Council
of the People’s Republic of China. Mr Chan also serves on

the governing or advisory bodies of several think-tanks and
universities, including the Hong Kong University of Science and
Technology, the University of Southern California, USA, where
he received his MBA, and the Tsinghua University. Mr Chan is
a brother of Mr Gerald Chan, a Non-Executive Director of the
Company.

Mr Shang ShingYin

Vice Chairman (Independent Non-Executive Director)

Aged 79, MrYin joined the Group in 1970, held various positions
on the Board, including Managing Director between 1986 and
1992, and has been the Vice Chairman since 1992. He has over
20 years of experience in the fields of property investment and
development, and is a qualified banker with a Banking Diploma
from The Chartered Institute of Bankers in London, UK. MrYin is
also the Vice Chairman of Hang Lung Properties Limited.

Mr Nelson Wai Leung Yuen

Managing Director (Retired on 14 July 2010)

Aged 59, MrYuen has been with the Group since 1978 when
he joined the Company as its Financial Controller. In 1981 he
became an Assistant Director and began to assume various
operating responsibilities in the Group. In 1988 he became an
Executive Director and was appointed Managing Director of
the Company and its subsidiary, Hang Lung Properties Limited,
in 1992. Prior to joining the Group, Mr Yuen practiced public
accounting for four years in England and Hong Kong. He is a
graduate of the University of Manchester, UK, a Fellow of The
Institute of Chartered Accountants in England and \Wales and
an Associate of the Hong Kong Institute of Certified Public
Accountants. MrYuen is a Director of The Real Estate Developers
Association of Hong Kong.
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Mr Philip Nan Lok Chen

Managing Director

Aged 54, Mr Chen joined the Company and its major listed
subsidiary, Hang Lung Properties Limited, as Managing Director
in July 2010. Mr Chen has more than 30 years of management
experience, mostly in the aviation industry, acquiring a wealth

of experience in Hong Kong, mainland China and beyond. Mr
Chen graduated from the University of Hong Kong in 1977 with a
Bachelor of Arts degree and holds a Master’s degree in Business
Administration from the same university. Prior to joining the
Group, he was a director of Swire Pacific Limited, Cathay Pacific
Airways Limited and Air China Limited.

Mr Gerald Lokchung Chan

Non-Executive Director

Aged 59, Mr Chan has been a Director of the Company since
1986. As co-founder of Morningside, Mr Chan has been active in
venture capital and private equity investments since 1987 He also
serves on the advisory boards of numerous universities including
the University of California, Los Angeles, USA, Harvard University
and Fudan University. Mr Chan received his undergraduate
training in engineering at the University of California, Los Angeles
and his Doctor of Science degree from Harvard University. He is
a brother of Mr Ronnie Chan, Chairman of the Group.

Dr Hon Kwan Cheng GBS, OBE, JP

Independent Non-Executive Director

Aged 83, Dr Cheng joined the Group in 1993. Dr Cheng obtained
an engineering degree from Tianjin University and a post-
graduate diploma from Imperial College, London, UK, of which
he is a Fellow. He is a past President, Honorary Fellow and Gold
Medallist of The Hong Kong Institution of Engineers, Fellow of
the Hong Kong Academy of Engineering Sciences, and past

Vice President, Fellow and Gold Medallist of The Institution of
Structural Engineers, Fellow of The Institution of Civil Engineers,
UK, Honorary Fellow of The Institution of Engineers, Australia,
and an Authorized Person and Registered Structural Engineer

in Hong Kong, State Class 1 Registered Structural Engineer
qualification. Dr Cheng was a Member of both the Executive and
Legislative Councils and Chairman of the Hong Kong Housing
Authority. Dr Cheng is an Independent Non-Executive Director of
Wing Hang Bank Limited, Agile Property Holdings Limited and
Tianjin Development Holdings Limited. He is also an Independent
Non-Executive Director of Hang Lung Properties Limited.
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Ms Laura Lok Yee Chen

Independent Non-Executive Director

Aged 62, Ms Chen joined the Group in 1997 She has been
involved in the banking, real estate, and financial service
industries for over twenty years, both in Hong Kong and in the
USA. Since 1993 she has been a director of the Sterling

Group — - a private investment entity — — and managing
investment portfolios in global capital markets, with special
interests in emerging markets and high-yield products. Over the
past few years her professional career has transitioned into the
direction of the development and management of philanthropic
programs and activities. She is the Executive Chair of Hong Kong
based ZeShan Foundation. On a personal level, she serves on
the advisory councils of the Hopkins-Nanjing Center — — a joint
program between the Johns Hopkins and Nanjing universities,
the Asia Society Hong Kong Center, and numerous non-

profit organizations. Ms Chen holds an MBA from the George
Washington University in Washington, DC, USA, and a post-
graduate certificate in International Banking from the University
of Virginia, USA. Ms Chen is also an Independent Non-Executive
Director of Hang Lung Properties Limited.

Mr Simon Sik On Ip cBE, Jp

Independent Non-Executive Director

Aged 61, Mr Ip joined the Board in 1998. He is a solicitor and
Notary Public. Mr Ip has a distinguished record of public service.
A former Legislative Councillor, past President of the Law Society
of Hong Kong and Founding Chairman of the Hong Kong Institute
of Education, he is a Steward of the Hong Kong Jockey Club, a
member of the Advisory Committee on Post-service Employment
of Civil Servants, a member of the Exchange Fund Advisory
Committee and holds honorary positions in two local universities
and Tsinghua University.
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Dr York Liao sBs, Jp

Independent Non-Executive Director

Aged 64, Dr Liao was appointed Independent Non-Executive
Director of the Company in 2003. Dr Liao is currently a Council
member of The University of Hong Kong and Managing Director
of Winbridge Company Limited, and was a Non-Executive
Director of Armitage Technologies Holding Limited from January
2002 to March 2010. He was appointed as the Chairman of the
Hong Kong Council for Accreditation of Academic and Vocational
Qualifications (formerly named as Hong Kong Council for
Academic Accreditation) in 2003. Dr Liao obtained a Master of
Arts degree and a Doctor of Philosophy degree in Applied Physics
from Harvard University, USA in 1968 and 1973 respectively, after
graduating from California Institute of Technology in 1967.

Mr Terry Szeyuen Ng

Executive Director (Resigned on 21 July 2010)

Aged 50, Mr Ng joined the Group as an Executive Director in
2001. As Director of Leasing and Management, Mr Ng oversaw
management of the Group'’s property investment portfolio. Mr
Ng is a Fellow of CPA Australia and holds a Bachelor’s degree in
Commerce from the University of New South Wales, Australia,
as well as a Master’s degree in Business Administration from the
Asia International Open University (Macau). In addition, he was
appointed as a member of the Dual Filing Advisory Group of the
Securities and Futures Commission.
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Mr William Pak Yau Ko

Executive Director

Aged 51, Mr Ko was appointed Executive Director in February
2010. Mr Ko joined the Group in 1994 as Senior Project
Manager and was promoted to Assistant Director in 2002. He
was appointed Executive Director of Hang Lung Properties
Limited, the Company's publicly listed subsidiary, in 2005 and is
responsible for property development and project management
both in Hong Kong and mainland China. Mr Ko holds a Bachelor
of Arts degree and a Bachelor of Architecture degree from the
University of Liverpool, UK. He also has an Executive MBA
degree jointly awarded by The Kellogg School of Management
of Northwestern University, USA and The School of Business
and Management of the Hong Kong University of Science and
Technology. He is a Member of the Royal Institute of British
Architects and The Hong Kong Institute of Architects. He is a
Registered Architect in the United Kingdom and Hong Kong. Prior
to joining the Group, Mr Ko practiced architecture in the United
Kingdom, United States and Hong Kong.
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ZEWLL Ms Velencia Lee
NSIE/E= Company Secretary
PEEE — BB RITH Assistant Director — Finance & Administration

LW EN+RE R—hNEEMBEE  Aged 45, Ms Lee joined the Group as Accounting Manager in
BHIeKE  WHRZZEZZFEHAE 1997 and was promoted to Group Chief Accountant in 2000. She
CEH4AE c AN BT NFET A was promoted to Assistant Director in 2006 and was appointed

BESR YR_ZT+FRESTAAFM  Company Secretary in 2007 Having previously worked in the

E - FEERIALETAZERARZEIAT finance and auditing field in London and Hong Kong, Ms Lee

e TR TEENERBBHFHIETER - s a graduate of the Imperial College of Science, Technology

WAEEH KRR EHMAEEE - and Medicine, London, UK, and an Associate of The Institute of
Chartered Accountants in England and Wales.
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The directors have pleasure in submitting their report together with
the audited Financial Statements for the year ended 30 June 2010.

Principal Activities

The principal activities of the Company are investment holding, and
through its subsidiaries, property development for sales and leasing,
property investment for rental income, and other investments. The
Company and its subsidiaries (collectively referred to as the “Group”)
also operate in car park management and property management,
and through its jointly controlled entities, are involved in the
operation of dry-cleaning.

An analysis of the turnover and trading results of the Group by
operating segments during the financial year is set out in Note 3 on
the Financial Statements.

Principal Subsidiaries and Jointly Controlled Entities

A list of principal subsidiaries and jointly controlled entities, together
with their places of operations and incorporation and particulars of
their issued share capital/registered capital, is set out in Notes 34
and 35 on the Financial Statements.

Financial Results

The profit of the Group for the year ended 30 June 2010, and the
state of affairs of the Company and of the Group at that date are set
out in the Financial Statements on pages 124 to 194.

Ten-year Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last ten financial years is set out on page 195 of the
annual report.

Dividends

The directors now recommend a final dividend of HK57 cents per
share which, together with the interim dividend of HK19 cents

per share paid on 4 March 2010, makes a total of HK76 cents per
share in respect of the year ended 30 June 2010. The proposed final
dividend, if approved by the shareholders at the Annual General
Meeting on 20 October 2010, will be paid on 1 November 2010 to
shareholders whose names appear on the Register of Members on
20 October 2010.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10 1M
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Major Suppliers and Customers

During the year, both the percentage of purchases attributable to the
Group's 5 largest suppliers combined and the percentage of turnover
or sales attributable to the Group's 5 largest customers combined
were less than 30% of the total purchases and turnover or sales of
the Group respectively.

Reserves
Movements in the reserves of the Company and of the Group
during the year are set out in Note 22 on the Financial Statements.

Donations
Donations made by the Group during the year amounted to
HK$42 million (2009: HK$10 million).

Fixed Assets
Details of movements in fixed assets during the year are set out in
Note 11 on the Financial Statements.

Bank Loans
Particulars of bank loans of the Group as at 30 June 2010 are set out
in Note 17 on the Financial Statements.

Borrowing Costs Capitalization
Borrowing costs capitalized by the Group during the year amounted
to HK$187 million (2009: HK$153 million).

Major Group Properties
Details of major properties of the Group as at 30 June 2010 are set
out on pages 49 to 56 of the annual report.

Share Capital

During the vyear, the issued and fully paid share capital was increased
by the issue of 4,895,000 (2009: 250,500) shares of HK$1.00 each
for total consideration of HK$31,093,450 (2009: HK$2,034,225) as a
result of the exercise of share options under the Company's share
option schemes.

EEEEERATE —TTN/ —ZTFFH



RAHE B - RIER D BT 8 m A
TERTZBRPEHER—EZT=AT T
BAT-A-THOE  HARFD T
BRirEDZ L= - BR2EAEE
m+—EARNERN R (BRETE
SARTTEE) T LAFT (B P 31T Mg 3877
Z B BB BB AR R B BTN
ZBEDZ =

FRARRBEA 2 ZEFBHNRTBR
=MIEFEE=+—1BA -

RATZ LB AR ZRAE
RAFER - ARF 2 EHHEBARIE
EEARQA ([BEEME]) RIEHR
Pty HARERH ST BIEM BT — T
ARt —BATR(ZZEZAF 1
T=ZBATE) SREE —T2ikiH
BRE/EE—R=Tta=1THE8R
FNENTT(ZZEZNF : BEOAE
“t+tEEBNATRART)  BEMERM
BB BT R -

RABREEH REEBEMERND
HEFEMA FTHRTZERDER
MBER—B_TNBATRENR
TZBATE HERMBED ET
BRhBAPZ=ZHT N - BR2EA
EEA+-EAREROSE (B
EAITEHRITE) F AT E AT
TR AT ZIER M ER D £ 8
THEBEEMESHTROZAD
Y—

=
RABRERZ A RBEFTREHNAF
BE-—BNATRNER MKFZEHES
REAFHRE-—BZEE—BZTNERN
W& 2 HMFBRNI B RERMEEN
THA e

REREENR-_Z-FTFLATHAR
ERARANEEBENTES R+
TAENA-_F-—TFLA-+ B
BHERNARIREEMENTES -

As at the date of this report, the total number of shares available
for issue under the share option scheme is 103,469,224 shares,
representing 7.73% of the issued share capital of the Company. The
total number of shares issued and to be issued upon exercise of
options (including both exercised and outstanding) granted to each
participant shall not exceed in any 12-month period 1% of shares of
the Company in issue.

Details of movements in share capital of the Company during the
year are set out in Note 21 on the Financial Statements.

Share Capital of the Company’s Listed Subsidiary

During the year, the issued and fully paid share capital of the
Company'’s listed subsidiary, Hang Lung Properties Limited (“HLPL")
was increased by the issue of 13,519,000 (2009: 536,000) shares
of HK$1.00 each for total consideration of HK$137355,880 (2009:
HK$5,278,500) as a result of the exercise of share options under
HLPL's share option scheme.

As at the date of this report, the total number of shares of

HLPL available for issue under the HLPL's share option scheme

is 128,566,390 shares, representing 3.09% of the issued share
capital of HLPL. The total number of shares of HLPL issued and to
be issued upon exercise of options (including both exercised and
outstanding) granted to each participant shall not exceed in any
12-month period 1% of shares of HLPL in issue.

Directors

The directors of the Company as at the date of this report are listed

on page 196 and their brief biographical details are set out on pages
105 to 109 of the annual report. Details of their remuneration are set
out in Note 6 on the Financial Statements.

Mr Nelson W.L. Yuen retired as executive director of the Company
and HLPL on 14 July 2010 and MrTerry S. Ng resigned as executive
director of the Company and HLPL with effect from 21 July 2010.
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Mr William PY. Ko and Mr Philip N.L. Chen, being executive directors
of the Company newly appointed on 9 February 2010 and 15 July
2010 respectively, retire from the Board at the forthcoming Annual
General Meeting in accordance with Article 94 of the Company’s
Articles of Association and, being eligible, offer themselves for re-
election.

In accordance with Articles 103 and 104 of the Company's Articles
of Association, Dr H.K. Cheng and Mr Simon S.O. Ip retire from the
Board by rotation at the forthcoming Annual General Meeting and,
being eligible, offer themselves for re-election.

Directors’ Service Contracts

The appointments of non-executive director and independent non-
executive directors are for specific terms (not exceeding 3 years)
which coincide with their expected dates of retirement by rotation
in accordance with the provisions of the Company's Articles of
Association.

Mr Philip N.L. Chen has entered into a service contract with the
Company without a specific length of service, and which shall
continue until terminated by either party giving prior notice in
writing. Mr Chen will also be entitled to an ex-gratia payment of less
than one year's emoluments if the contract is terminated by the
Company on or before 31 July 2012.

Save as disclosed, no director proposed for re-election at the
forthcoming Annual General Meeting has a service contract with
the Company, or any of their subsidiaries which is not determinable
within one year without payment of compensation (other than
statutory compensation).

Directors’ Interests in Contracts

No contract of significance in relation to the Group's business to
which the Company or any of its subsidiaries was a party, and in
which a director of the Company was materially interested, whether
directly or indirectly, subsisted at any time during the year or at the
end of the year.
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Directors’ Interests and Short Positions in Shares, Underlying
Shares and Debentures

As at 30 June 2010, the interests or short positions of each of the
directors in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of the
Securities and Futures Ordinance (the “SFO")) which were required
to be notified to the Company and The Stock Exchange of Hong
Kong Limited pursuant to Part XV of the SFO or pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
or which were recorded in the register required to be kept by the
Company under Section 352 of the SFO are as follows:

KAR (#R) EEMEGRAT (F8)

The Company (Long Position) Hang Lung Properties Limited (Long Position)

BB REEE BET REEE

Bxz AR RE Bxz R RE

Bt (HizE1) Bt (Hiz#2)

RH%E % of No. of Shares RH#EE % of No. of Shares

No. of Issued under Option No. of Issued under Option
EEME ah Name of Directors Capacity Shares Capital (Note 1) Shares Capital (Note 2)
ReEr  fEA Ronnie C. Chan Personal - - 11,790,000 - - 32,070,000
REE - SS.Yin - - = = = = =
RIER fAA Nelson W.L. Yuen Personal - - 5,500,000 7,126,000 0.17 30,120,000
Ber - Gerald L. Chan = = = = = = -
%8 - HX. Cheng = = - - - _ _
BRtn = Laura L.Y. Chen = = - - - - _
e - Simon S.0. Ip - = - - - - -
BAR - York Liao - - - - - - =
Riw fAA Terry S. Ng Personal - - 3,088,000 - - 23,800,000
B A William PY. Ko Personal 30,000 - 994,000 - - 22,730,000
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Notes

1. REAQRZROPEBIRE TEOHE

Options granted/exercised under the Share Option Scheme of the Company

———
IR IE ERRE AT R 08 2 AR X
No. of Shares under Option

FRATEE
FRTTE (75¥)
Exercised Exercise Price
R EH 7#1/7/2009 during 730/6/2010 per Share 578 H FIER A
Date Granted %% Name As at 1/7/2009 the Year As at 30/6/2010 (HK$)  Vested Dates Expiry Date
24/2/2000 =ER Nelson W.L. Yuen 2,500,000 (2,500,000) - $6.12  24/2/2001 : 20%  23/2/2010
=iaE William PY. Ko 30,000 (30,000) - 24/2/2002 : 30%
24/2/2003 : 50%
1/11/2001 RETT Terry S. Ng 1,250,000 (1,250,000) - $5.87  1/11/2002 : 20%  31/10/2011
1/11/2003 : 30%
1/11/2004 : 50%
20/5/2004 FRE R Ronnie C. Chan 5,090,000 = 5,090,000 $9.45  20/5/2005 : 26%  19/5/2014
RER Nelson W.L. Yuen 3,000,000 - 3,000,000 20/5/2006 : 25%
R+ Terry S. Ng 1,388,000 - 1,388,000 20/5/2007 : 25%
Stlsh William PY. Ko 494,000% - 494,000 20/5/2008 : 25%
20/11/2006 BRER Ronnie C. Chan 6,700,000 - 6,700,000 $20.52  20/11/2007 : 10%  19/11/2016
RIER Nelson W.L. Yuen 2,500,000 - 2,500,000 20/11/2008 : 20%
RETT Terry S. Ng 1,700,000 - 1,700,000 20/11/2009 : 30%
={EE William PY. Ko 500,000% - 500,000 20/11/2010 : 40%
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2. REERGEETRARZROPEBIRE TEOHE

Options granted/exercised under the Share Option Scheme of Hang Lung Properties Limited

R B AT SR 2 AR EX
No. of Shares under Option SRTER
()
FARE FANTTE Exercise
#1/7/2009 Granted Exercised  7430/6/2010 Price per
s daa =Pt As at during during As at Share SRERH FIERA
Date Granted % Name 1/7/2009 the Year the Year 30/6/2010 (HK$)  Vested Dates Expiry Date
20/5/2004 FEEISE  Ronnie C. Chan 5,090,000 - - 5,090,000 $9.20  20/5/2005 : 25% 19/5/2014
=ER  Nelson W.L. Yuen 7,126,000 - (7,126,000) - 20/5/2006 : 25%
2455  Terry S. Ng 3,239,000 - (3,239,000) - 20/5/2007 : 25%
@@ Wiliam PY. Ko 1,330,000% - - 1,330,000 20/5/2008 : 25%
1/9/2005 Sf@@  William PY. Ko 500,000* - - 500,000 $12.35  1/9/2006 : 25% 31/8/2015
1/9/2007 : 25%
1/9/2008 : 25%
1/9/2009 : 25%
20/11/2006 BEES%  Ronnie C. Chan 2,000,000 - - 2,000,000 $17.14  20/11/2007 : 10%  19/11/2016
=R Nelson W.L. Yuen 5,800,000 - - 5,800,000 20/11/2008 : 20%
R+ Terry S.Ng 3,300,000 - - 3,300,000 20/11/2009 : 30%
=iE@  Wiliam PY. Ko 3,700,000* - - 3,700,000 20/11/2010 : 40%
21/8/2007 BRRIR  Ronnie C. Chan 3,640,000 = - 3,640,000 $25.00 21/8/2008 : 10% 20/8/2017
R{ER  Nelson W.L. Yuen 3,510,000 - - 3,510,000 21/8/2009 : 20%
K+  Terry S. Ng 3,250,000 - - 3,250,000 21/8/2010 : 30%
S1@#  William PY. Ko 2,600,000* - - 2,600,000 21/8/2011 : 40%
21/8/2007 BREIR  Ronnie C. Chan 5,600,000 = - 5,600,000 $25.00 21/8/2009 : 10% 20/8/2017
RERE  Nelson W.L. Yuen 5,400,000 - - 5,400,000 21/8/2010 : 20%
|+  Terry S. Ng 5,000,000 - - 5,000,000 21/8/2011 : 30%
SfE@  Wiliam PY. Ko 4,000,000* - - 4,000,000 21/8/2012 : 40%
31/12/2008 EEES%  Ronnie C. Chan 9,240,000 - — 9,240,000 $17.36  31/12/2010 : 10%  30/12/2018
=EER  Nelson W.L. Yuen 8,910,000 - - 8910,000 31/12/2011 : 20%
2|+5%  Terry S. Ng 8,250,000 = - 8,250,000 31/12/2012 : 30%
i@ William PY. Ko 6,600,000* - - 6,600,000 31/12/2013 : 40%
8/2/2010 FEESSE  Ronnie C. Chan - 6,500,000 - 6,500,000 $26.46  8/2/2012 : 10% 7/2/2020
=fER  Nelson W.L. Yuen - 6,500,000 - 6,500,000 8/2/2013 : 20%
R+ Terry S.Ng — 4,000,000 — 4,000,000 8/2/2014 : 30%
SfE@  Wiliam PY. Ko - 4,000,000* — 4,000,000 8/2/2015 : 40%

* WS EELEER -

date.

Z-ZF_ANA (RRERBZERRRRES) MisE 2Bk -
representing the outstanding share options held by Mr William RY. Ko on 9 February 2010 as he was appointed as director of the Company on that
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BRUAEPTIRERAN - WEARARIEENM  Save as disclosed above, none of the directors of the Company or
ZE2EMBEAR_Z-ZFXA=1 any of their associates had, as at 30 June 2010, any interests or

R B AR Ak EAMBEERE 2 ©  short positions in the shares, underlying shares or debentures of the
MR () BT 2 R SORE © Company or any associated corporations.

BR LA EFTaioN - A EAEMERE - 22 Other than as stated above, at no time during the year was the

IS AR E A R EIEH £ ZHE  Company or any of its subsidiaries a party to any arrangement to

FARRFIES (BEFREZEMBEARM  enable the directors of the Company (including their spouses and

T N\Bk2F2) A AR AR AR children under 18 years of age) to acquire benefits by means of the

HAth i 2 IR SERE R T A - acquisition of shares in or debentures of the Company or any other
body corporate.

FTERRREMATARG RIEERS Substantial Shareholders’ and Other Persons’ Interests and
ZREERAR Short Positions in Shares and Underlying Shares
BEBHFENE=B =T KHREET Asat 30 June 2010, details of substantial shareholders’ and other
wEzERMATRE  EERRLEKIE persons’ (who are required to disclose their interests pursuant to
BHIEPIEXVEBEE R E#E =S <M A Part XV of the SFO) interests and short positions in the shares
TRZZF-—ZFFA=THHEBEARAF  and underlying shares of the Company as recorded in the register
Z D AR 2 A KOR B Z & required to be kept under Section 336 of the SFO are as follows:
BT

I
FERM I BERRHEE

No. of Shares or BEIRAZBENL
Underlying Shares Held % of Issued Capital
(178) (#E) (#78) (%E)
[t (Long (Short (Long (Short
P Name Note Position) Position) ~ Position)  Position)
PREEE 2 Chan Tan Ching Fen 1 498,428,580 - 37.22 -
Cole Enterprises Holdings Cole Enterprises Holdings 1 498,428,580 - 37.22 -
Limited Limited
Merssion Limited Merssion Limited 1 498,428,580 - 37.22 -
Kingswick Investment Limited Kingswick Investment Limited 2 97,965,000 - 7.32 -
Aberdeen Asset Management Aberdeen Asset Management - 133,879,454 - 10.00 -
Plc REBEA L Plc and its Associates
Davis Selected Advisers, L.P. Davis Selected Advisers, L.P - 66,870,000 - 5.01 -
Y s E—
M
Notes

1. ERNE—EAESFEZRMN AR —HRD  BEEBSZTAZETXESZIKILA ©
These shares were the same parcel of shares held by a trust of which Ms Chan Tan Ching Fen was the founder.

2. Kingswick Investment Limited Fi#A 2 L THE N+ ER TRRD B BEE L illfRERE 522 1/Cole Enterprises Holdings Limited/Merssion
Limited FTFEZ2WEATFNBEN+ZENTREENTREH 2B A -
The 97,965,000 shares held by Kingswick Investment Limited were included in the above-mentioned number of 498,428,580 shares held by Ms Chan
Tan Ching Fen/Cole Enterprises Holdings Limited/Merssion Limited.
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Save as disclosed above, as at 30 June 2010, no other interest
required to be recorded in the register kept under Section 336 of the
SFO has been notified to the Company.

Related Party Transactions

On 14 and 17 August 2009, Link Fortune International Hong Kong
Limited and Linkway Century Development Limited (collectively
“First Property Purchasers”) and Mr Nelson W.L. Yuen purchased
from AP World Limited (subsidiary of the Company) several

units of The HarbourSide at consideration of HK$40,850,000

and HK$43,720,000 respectively. The First Property Purchasers
were wholly owned by Mr William PY. Ko, a director of HLPL. Mr
Nelson W.L. Yuen was the then director of the Company. Details
of the above connected transactions can be found in the joint
announcement of the Company and HLPL dated 26 August 2009.

Details of the significant related party transactions undertaken

in the usual course of business are set out in Note 28 on the
Financial Statements. Save as disclosed, none of these related party
transactions constitutes a discloseable connected transaction as
defined under the Listing Rules.

Management Contracts

No contract for the management and administration of the whole or
any substantial part of the business of the Company was entered
into or existed during the year.

Purchase, Sale or Redemption of Listed Securities
During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company'’s listed securities.

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the directors of the Company as at
the date of this annual report, the Company has maintained the
prescribed public float under the Listing Rules.

Corporate Governance

The Company'’s corporate governance principles and practices are
set out in the Corporate Governance Report on pages 88 to 104 of
the annual report.
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Auditors

A resolution for the re-appointment of KPMG as auditors of the
Company until the conclusion of the next Annual General Meeting is
to be proposed at the forthcoming Annual General Meeting.

By Order of the Board
Velencia Lee

Company Secretary
Hong Kong, 28 July 2010
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INDEPENDENT AUDITOR'S REPORT
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Independent auditor’s report to the shareholders of
Hang Lung Group Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Hang Lung
Group Limited (the “Company”) set out on pages 124 to 194, which
comprise the consolidated and company balance sheets as at 30
June 2010, and the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting policies
and other explanatory notes.

Directors’ responsibility for the financial statements
The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and

the Hong Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. This report is made solely to you,

as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from
material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to
the entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by

the directors, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group

as at 30 June 2010 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

8th Floor, Prince's Building
10 Chater Road
Central, Hong Kong

28 July 2010
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CONSOLIDATED INCOME STATEMENT

HZE-ZT—ZFXH=1+HILFE For the year ended 30 June 2010

MIsE

LB RETHE in HK$ million Note 2010 2009
E Turnover 3(a) 12,580 4,696
=N Other income 4 43 164
BEKAREEER Direct costs and operating expenses (3,228) (880)
1T % A Administrative expenses (526) (449)
KReF AIEEEZ AF{E  Operating profit before change in fair value

B ) 2R of investment properties 8,869 3,631
WA 2 A FEE N Increase in fair value of investment properties 11 21,626 3,644
BEALEYE ANFE  Operating profit after change in fair value

B 2T of investment properties 30,495 7,175
BrisE A Finance costs 5 (120) (172)
FE(EE & DTS m A Share of profits of jointly controlled entities 13 262 181
MR AR BT A Profit before taxation 3(a) &5 30,637 7,184
FHIE Taxation 7(a) (6,438) (1,615)
REEGEA Profit for the year 24,199 5,569
FEARAEF - Attributable to:

A% Shareholders 22 12,404 2,638

Eei g Non-controlling interests 23 11,795 2,931

24,199 5,569

BRRE R Earnings per share 10(a)

ER Basic $9.28 $1.98

e Diluted $9.17 $1.96

B ISR R M IR Bk 2 — 584 The accompanying notes form part of these financial statements.
FRRREEIREFESIAMIFE9 o Details of dividends payable to equity shareholders of the Company
attributable to the profit for the year are set out in note 9.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

HZE-ZT—ZFXH=1+HILFE For the year ended 30 June 2010

]
MIsE
LB RETHE in HK$ million Note 2010 2009
REE A Profit for the year 24,199 5,569
Hib2mElkE Other comprehensive income 7(d)
ERERAFE LM Increase in fair value of listed investments 7 3
MEFINB A TIBRIEES Exchange difference arising from translation
ZIERER of overseas subsidiaries 268 121
275 124
REERENEEEE Total comprehensive income for the year 24,474 5,693
EiEEmRaEsE Total comprehensive income attributable to:
AR Shareholders 12,512 2,709
FEFE AR M = Non-controlling interests 11,962 2,984
24,474 5,693

B rS R M s I AB ISk 2 — 20 - The accompanying notes form part of these financial statements.
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BALANCE SHEETS

RZZ—ZF ;X A=+H At 30 June 2010

£& Group A7) Company
HisE
BB E T E in HK$ million Note 2010 2009 2010 2009
FRBEE Non-current assets
EEEE Fixed assets
KBy Investment properties 88,633 69,958 - =
BRPEEDE Investment properties under
development 15,326 7,570 - -
HiETEE Other fixed assets 170 125 - =
11 104,129 77,653 - -
BB A ElkERs Interest in subsidiaries 12 - = 13,624 13,532
A8 NEIER Interest in jointly controlled
entities 13 1,627 1,500 - 5
HEmEE Other assets 14 1,269 1,274 - =
ELFIEE E Deferred tax assets 19(b) 40 61 - =
107,065 80,488 13,624 13,637
HREEE Current assets
W& MIRTER Cash and deposits with banks 24(b) 11,852 9,632 2 -
JFEE M B R % At PR LATRR Trade and other receivables 15 1,532 699 - =
FEME Properties for sale 16 5,886 7,714 - -
19,270 18,045 2 -
REAE Current liabilities
BITER Bank loans 17 3,180 800 -
JESYBR0 Re ELA E AH 7R Trade and other payables 18 3,483 2,387
FERFIE Taxation payable 19(a) 1,191 889 - =
“TENFH#HZ Floating rate notes due 2009 - 1,500 - =
FEER
7,854 5,676 6 7
RBEE (AR) BME Net current assets/(liabilities) 11,416 12,469 (4) (7)
EEAERREAEE Total assets less current liabilities 118,481 92,957 13,620 13,530
FRBERE Non-current liabilities
BITER Bank loans 17 7,610 9,166 - =
RbE TR 49 Finance lease obligations 20 168 287 - =
A ENGIE ] Amounts due to subsidiaries 12 - = 307 684
RIEFIEAE Deferred tax liabilities 19(b) 13,5638 8,562 - —
21,316 18,015 307 684
EEFRE NET ASSETS 97,165 74,942 13,313 12,846
BERRRE Capital and reserves
B Share capital 21 1,339 1,334 1,339 1,334
(A Reserves 22 48,891 37,298 11,974 11,512
IR Shareholders’ equity 50,230 38,632 13,313 12,846
FEFERR R Non-controlling interests 23 46,935 36,310 - =
R TOTAL EQUITY 97,165 74,942 13,313 12,846
FREN = Ronnie C. Chan
BER Chairman
FREI#% Philip N.L. Chen
EERKIE Managing Director

G RRM AP BHRERZ — 8
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HBHE-Z—FF;XA=1HILFE For the year ended 30 June 2010

————
R
Shareholders” equity
BRA  Hithis  REBET EEaiG i
(a21)  (MsE22)  (BE22) Non- s
Share Other  Retained &% controling Total
capital reserves profits Total interests equity
WA AETIHE in HK$ million (Note 21)  (Note22)  (Note 22)
RZZZ\FtA—H At 1 July 2008 1,334 3,665 31,784 36,783 35,274 72,057
AEELENEEE Total comprehensive income for the year - 71 2,638 2,709 2,984 5,693
EFEERERE, Final dividends in respect of previous year - - (721) (721) - (721)
KEERHRE Interim dividends in respect
of current year - - (220) (220) - (220)
BT MD Issue of shares - ) _ 9 _ 9
EERIEER Employee share-based payments = 73 6 79 55 134
AAEEHE—FHFBAR  Decrease in non-controlling
RS mEE I interests arising from
g R increase of the Group's
shareholding in a subsidiary - = = = (605) (605)
B RER R Dividends paid to non-controlling interests = = = = (1,307) (1,307)
BRI R T IE Repayment to non-controlling interests - - - - 91) 91)
W-ZENEA=THE  At30 June 2009 and 1 July 2009 1,334 3811 33,487 38,632 36,310 74,942
“ZTNFEA-R
AEELENREE Total comprehensive income for the year - 108 12,404 12,512 11,962 24,474
KEERBRE Final dividends in respect of previous year - - (722) (722) - (722)
KEERHRE Interim dividends in respect
of current year - - (254) (254) - (254)
EIRM Issue of shares 5 26 - 31 - 31
EEREER Employee share-based payments _ 53 3 56 78 124
AAREEE—FHFBAT  Increase in non-controlling
ZIREER D MEE I interests arising from
MRHERIE N decrease of the Group's
shareholding in a subsidiary - (25) - (25) 162 137
[RARE 2 ey ) Dividends paid to non-controlling interests - - - - (1,364) (1,364)
BRI R Repayment to non-controlling interests - - - - (213) (213)
R-E-ZFXA=1H At 30 June 2010 1,339 3,973 44,918 50,230 46,935 97,165
B RS R R B FE IO A sk 2 — 50 H The accompanying notes form part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

HBHE-Z—FF;XA=1HILFE For the year ended 30 June 2010

L |
(i3
AR &I E in HK$ million Note 2010 2009
REED Operating activities
RELEEB RS Cash generated from operations 24(a) 10,405 3,960
BIFE Tax paid
BRAEBFIE %R Hong Kong Profits Tax paid (765)
BN BTG China Income Tax paid (411)
RELETH 2 HSFHE Net cash generated from
operating activities 9,229 3,452
REEE Investing activities
BEETEEE Purchase of fixed assets (3,686) (2,267)
BIFILE Interest received 62 152
B4 é%’& AR Dividend received from jointly
controlled entities 36 37
AN NG Acquisition of a subsidiary 13 (15) =
FEMEEEER Repayment of advances to
=670 unlisted investments 1 2
BENEER Repayment from jointly
controlled entities 77 66
BRI B HBRET{S 3E Proceeds upon maturity of
bank deposits - 700
AREEEZB2RHEFE Net cash used in investing
activities (3,525) (1,310)
BMETE Financing activities
ISR T E TR B IA Proceeds from new bank loans 9,365 2,737
ERIBITER Repayment of bank loans (8,530) (1,801)
1715 AR 0 HARE TS HUR Proceeds from exercise of
share options 31 2
ENFIEREMEEER Interest and other borrowing
costs paid (304) (300)
ENREENOER Finance lease charges paid (24) (31)
BERRE Dividends paid (976) (941)
BRI RAR S Dividend paid to non-controlling
interests (1,364) (1,307)
Bi8 IR aR 7R Repayment to non-controlling
interests (213) 91)
WA RIFEER R Increase/(Decrease) in
i,/ (i) non-controlling interests in
subsidiaries 137 (723)
%ﬁ‘lﬁfﬁ%’]Zﬁﬁjm Capital element of finance lease (106) (94)
EBE-ZTNFRHZ Repayment of floating rate
FEEE notes due 2009 (1,500) =
AREE B2 HEFE Net cash used in financing
activities (3,484) (2,549)
RERELEEY 22, Increase/(Decrease) in cash
(&2) and cash equivalents 2,220 (407)
RtA-BZRER Cash and cash equivalents
REZEY at 1 July 9,632 10,039
RAA=+HEzHERHEESE Cash and cash equivalents
BY > ERERBITEFX at 30 June, representing
cash and deposits with banks 24(b) 11,852 9,632
ISR T IR B mME 2 — D The accompanying notes form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(LA #E A 85(7) (Expressed in Hong Kong dollars)

1 EREFEE

(a) BHIEHA
AHBRRIBREBEMEERZ(EAM
BHEER)(THKFRSs]) & - M&
RERETEETMASRM ZMBEE
REREAMBHREEL) (BAE
2RI (THKASs]) M2k BB AR
SEFRAIRBECRAED) ZHRE -
ARBHRENTA(BEEMERSME
RAREZ EMARD) 2 @M ER
o AEERA T ESFTEEB A
To

BB SRS B M ZIENE] REBET
ZHKFRSs o It EREAFEREE R AR
A& A2 & B 5 08 AR 20 AT R AT
A - BARALEEHHMSIBRAEER
EAMA TS HENSHERRESHE
RAMBEHREANRE - BEEREHIR
BfEE2 o

AEE W ERAEMAEE RS HE
RERZ #ER K2 (2RMES3) -

(b) BEBEMUEE
BE-T-TEAASHALFEZE
AMBREDEARARLNBAA
(GHBAEE]) RAEERAEERA
2 -

BTXHEZEHRESBEN - B
BRRIGAE L XAV RRBEE -

1 PRINCIPAL ACCOUNTING POLICIES

(a) Statement of compliance

These financial statements have been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards (“HKFRSs"),
which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the Hong Kong Institute

of Certified Public Accountants (“HKICPA"), accounting principles
generally accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited. A
summiary of the principal accounting policies adopted by the Group
is set out below.

The HKICPA has issued certain new and revised HKFRSs that

are first effective or available for early adoption for the current
accounting period of the Group and the Company. Note 2 provides
information on the changes in accounting policies resulting from
initial application of these developments to the extent that they are
relevant to the Group for the current and prior accounting periods
reflected in these financial statements.

The Group has not applied any new standard or interpretation that is
not yet effective for the current accounting period (see note 31).

(b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 30 June
2010 comprise the Company and its subsidiaries (together referred
to as the "Group”) and the Group’s interest in jointly controlled
entities.

The measurement basis used in the preparation of the financial
statements is the historical cost basis except as otherwise stated in
the accounting policies set out below.
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NOTES TO THE FINANCIAL STATEMENTS

1 FESHEEX ®

(b) MBEHREREE 8
BREFAHKFRSs sk - B2
BEHVERRZER BEBERK
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(b) Basis of preparation of the financial statements (Continued)
The preparation of financial statements in conformity with

HKFRSs requires management to make judgments, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the
judgments about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognized in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgements made by management in the application of HKFRSs
that have significant effect on the financial statements and major
sources of estimation uncertainty are discussed in note 30.

(c) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. Control exists
when the Group has the power to govern the financial and operating
policies of an entity, so as to obtain benefits from its activities.

In assessing control, potential voting rights that presently are
exercisable are taken into account.

An investment in a subsidiary is consolidated in the consolidated
financial statements from the date that control commences until
the date that control ceases. Intra-group balances and transactions
and any unrealized profits arising from intra-group transactions are
eliminated in full in preparing the consolidated financial statements.
Unrealized losses resulting from intra-group transactions are
eliminated in the same way as unrealized gains but only to the
extent that there is no evidence of impairment.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(c) Subsidiaries and non-controlling interests (Continued)
Non-controlling interests represent the portion of the net assets

of subsidiaries attributable to interests that are not owned by the
Company, whether directly or indirectly through subsidiaries, and in
respect of which the Group has not agreed any additional terms with
the holders of those interests which would result in the Group as a
whole having a contractual obligation in respect of those interests
that meets the definition of a financial liability. Non-controlling
interests are presented in the consolidated balance sheet within
equity, separately from equity attributable to the equity shareholders
of the Company. Non-controlling interests in the results of the Group
are presented on the face of the consolidated income statement
and the consolidated statement of comprehensive income as an
allocation of the total profit or loss and total comprehensive income
for the year between non-controlling interests and the equity
shareholders of the Company.

The acquisition of an additional non-controlling interest in an existing
subsidiary after control has been obtained is accounted for as an
equity transaction with any difference between the cost of the
additional investment and the carrying amount of the net assets
acquired at the date of exchange recognized directly in equity.

In the Company's balance sheet, investments in subsidiaries are
stated at cost less any impairment losses.

(d) Jointly controlled entities

A jointly controlled entity is an entity which operates under a
contractual arrangement between the Group or the Company and
other parties, where the contractual arrangement establishes that
the Group or the Company and one or more of the other parties
share joint control over the economic activity of the entity.

The Group's interests in jointly controlled entities are accounted for
in the consolidated financial statements under the equity method
and are initially recorded at cost and adjusted thereafter for the post-
acquisition change in the Group’s share of the jointly controlled
entities’ net assets. The consolidated income statement includes the
Group's share of the post-acquisition, post-tax results of the jointly
controlled entities for the year, whereas the Group'’s share of the
post-acquisition, post-tax items of the jointly controlled entities’ other
comprehensive income is recognized in the consolidated statement
of comprehensive income.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(d) Jointly controlled entities (Continued)

When the Group's share of losses exceeds its interest in the

jointly controlled entity, the Group's interest is reduced to nil and
recognition of further losses is discontinued except to the extent
that the Group has incurred legal or constructive obligations or made
payments on behalf of the jointly controlled entity. For this purpose,
the Group's interest in the jointly controlled entity is the carrying
amount of the investment under the equity method together with
the Group's long-term interests that in substance form part of the
Group’s net investment in the jointly controlled entity.

Unrealized profits and losses resulting from transactions between
the Group and its jointly controlled entities are eliminated to the
extent of the Group's interest in the jointly controlled entity, except
where unrealized losses provide evidence of an impairment of the
asset transferred, in which case they are recognized immediately in
profit or loss.

In the Company'’s balance sheet, investments in jointly controlled
entities are stated at cost less impairment losses.

(e) Goodwiill

Goodwill represents the excess of the cost of a business
combination over the Group’s share of the fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses and
is tested regularly for impairment.

Any excess of the Group’s interest in the fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost of
a business combination is recognized immediately in profit or loss.

On disposal of an entity, any attributable amount of purchased
goodwill is included in the calculation of the profit or loss on
disposal.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(f) Properties

1. Investment properties and investment properties under
development

Investment properties are land and/or buildings which are owned or

held under a leasehold interest to earn rental income and/or for capital

appreciation. These include land held for a currently undetermined

future use and property that is being constructed or developed for

future use as investment property.

Investment properties are stated in the balance sheet at fair value,
unless they are still in the course of construction or development

at the balance sheet date and their fair value cannot be reliably
determined at that time. Any gain or loss arising from a change in fair
value or from the retirement or disposal of an investment property

is recognized in profit or loss. Rental income from investment
properties is accounted for as described in note 1(g).

When the Group holds a property interest under an operating lease
to earn rental income and/or for capital appreciation, the interest

is classified and accounted for as an investment property on a
property-by-property basis. Any such property interest which has
been classified as an investment property is accounted for as if it
were held under a finance lease, and the same accounting policies
are applied to that interest as are applied to other investment
properties leased under finance leases. Lease payments are
accounted for as described in note 1(g).

2. Properties under development for sale

Properties under development for sale are classified under current
assets and stated at the lower of cost and net realizable value. Costs
include the acquisition cost of land, aggregate cost of development,
borrowing costs capitalized and other direct expenses. Net realizable
value represents the estimated selling price less estimated costs of
completion and costs to be incurred in selling the property.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(f) Properties (Continued)

3. Completed properties for sale

Completed properties for sale are classified under current assets
and stated at the lower of cost and net realizable value. Cost is
determined by apportionment of the total development costs,
including borrowing costs capitalized, attributable to unsold
properties. Net realizable value represents the estimated selling
price as determined by reference to management estimates based
on prevailing market conditions, less costs to be incurred in selling
the property.

(g) Other fixed assets
1. Other fixed assets are stated at cost less accumulated
depreciation and any impairment losses.

2. Leased assets

(i) Classification of assets leased to the Group

The classification is determined based on an evaluation of the
substance of the arrangement and is regardless of whether the
arrangement takes the legal form of a lease. Leases of assets under
which the lessee assumes substantially all the risks and benefits

of ownership are classified as finance leases. Leases of assets
under which the lessor has not transferred all the risks and benefits
of ownership are classified as operating leases, with the following
exceptions:

—  property held under operating leases that would otherwise
meet the definition of an investment property is classified as
an investment property on a property-by-property basis; and

- land held for own use under an operating lease, the fair value
of which cannot be measured separately from the fair value
of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the
building is also clearly held under an operating lease. For these
purposes, the inception of the lease is the time that the lease
was first entered into by the Group, or taken over from the
previous lessee.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(g) Other fixed assets (Continued)

2. Leased assets (Continued)

(i) Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases,
the amounts representing the fair value of the leased asset, or, if
lower, the present value of the minimum lease payments, of such
assets are included in fixed assets and the corresponding liabilities,
net of finance charges, are recorded as obligations under finance
leases. Depreciation is provided at rates which write off the cost or
valuation of the assets over the term of the relevant lease or, where
it is likely the Company or the Group will obtain ownership of the
asset, the life of the asset, as set out in note 1(h). Finance charges
implicit in the lease payments are charged to the income statement
over the period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance of the
obligations for each accounting period. Contingent rentals are
written off as an expense of the accounting period in which they are
incurred.

(i) Operating leases charges

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to the
income statement in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from
the leased asset. Lease incentives received are recognized in the
income statement as an integral part of the aggregate net lease
payments made. Contingent rentals are charged to the income
statement in the accounting period in which they are incurred.

(h) Depreciation

1. Investment properties

No depreciation is provided for investment properties and
investment properties under development.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Depreciation (Continued)

2. Other fixed assets

Depreciation on other fixed assets is calculated to provide so as to
write off the cost, less their estimated residual value, if any, on a
straight line basis over their estimated useful lives as follows:

Buildings 50 years or unexpired lease term,
whichever is shorter

Furniture and equipment 4-20 years

Motor vehicles 5 years

(i) Other investments in equity securities

Investments in equity securities that do not have a quoted

market price in an active market and whose fair value cannot be
reliably measured are recognized in the balance sheet at cost less
impairment losses. Other investments in securities are classified as
available-forsale securities and are initially recognized at fair value
plus transaction costs. At each balance sheet date the fair value

is remeasured, with any resultant gain or loss being recognized

in other comprehensive income and accumulated separately in
equity, except for impairment losses. When these investments are
derecognized, the cumulative gain or loss previously recognized
directly in equity is recognized in the income statement.

Investments are recognized/derecognized on the date the Group
commits to purchase/sell the investments or they expire.

(j) Impairment of assets

An assessment is carried out at each balance sheet date to
determine whether there is objective evidence that a current or
non-current asset, other than properties carried at revalued amounts,
is impaired. In the case of equity investments classified as
available-forsale, a significant or prolonged decline in the fair value of
the investment below its cost is considered in determining whether
the investments are impaired.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(j) Impairment of assets (Continued)

If any such indication exists, any impairment loss is determined and
recognized as follows:

- For current receivables carried at amortized cost, the

impairment loss is recognized when there is objective evidence
of impairment and measured as the difference between the
asset’s carrying amount and the present value of estimated
future cash flows, discounted at the financial asset’s original
effective rate where the effect of discounting is material.
Objective evidence of impairment includes observable data that
comes to the attention of the Group about events that have

an impact on the asset’s estimated future cash flows such as
significant financial difficulty of the debtor. If in a subsequent
period the amount of impairment loss decreases, the
impairment loss is reversed through the consolidated income
statement. A reversal of an impairment loss is limited to the
asset's carrying amount that would have been determined had
no impairment loss been recognized in prior years.

- For available-forsale investments, the cumulative loss that

has been recognized in investment revaluation reserve is
reclassified to the consolidated income statement. The amount
of the cumulative loss that is recognized in the consolidated
income statement is the difference between the acquisition
cost (net of any principal repayment and amortization) and
current fair value, less any impairment loss on that asset
previously recognized in the consolidated income statement.
Impairment loss recognized in consolidated income statement
in respect of available-forsale investments is not reversed
through consolidated income statement. Any subsequent
increase in the fair value of such assets is recognized in other
comprehensive income.

- For other non-current assets, the recoverable amount is the

greater of its net selling price and value in use. An impairment
loss is recognized as an expense in the consolidated

income statement whenever the carrying amount exceeds
the recoverable amount. An impairment loss is reversed if
there has been a favorable change in the estimates used to
determine the recoverable amount. A reversal of impairment
losses is limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognized

in prior years. Reversals of impairment losses are credited to
the income statement in the year in which the reversals are
recognized. An impairment loss in respect of goodwill is not
reversed.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(k) Trade and other receivables

Trade and other receivables are initially recognized at fair value and
thereafter stated at amortized cost less impairment losses for bad
and doubtful debts, except where the receivables are interest-free
loans or the effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less impairment losses for
bad and doubtful debts.

() Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an insignificant
risk of changes in value. Bank overdrafts that are repayable on
demand and form an integral part of the Group’s cash management
are also included as a component of cash and cash equivalents for
the purpose of the consolidated cash flow statement.

(m) Trade and other payables

Trade and other payables are initially recognized at fair value and
thereafter stated at amortized cost unless the effect of discounting
would be immaterial, in which case they are stated at cost.

(n) Interest-bearing borrowings

Interest-bearing borrowings are recognized initially at fair value less
attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortized cost with any
difference between costs and redemption value being recognized
in the consolidated income statement over the period of the
borrowings using the effective interest method.

(o) Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale
are capitalized as part of the cost of that asset. Other borrowing
costs are expensed in the period in which they are incurred.

The capitalization of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset is
being incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use or sale
are in progress. Capitalization of borrowing costs is suspended or
ceases when substantially all the activities necessary to prepare
the qualifying assets for its intended use or sale are interrupted or
complete.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(p) Financial guarantees issued, provisions and contingent
liabilities

1. Financial guarantees issued

Where the Company issues a financial guarantee, the fair value of

the guarantee (being the transaction price, unless the fair value can

otherwise be reliably estimated) is initially recognized as deferred

income within trade and other payables. The deferred income is

amortized in profit or loss over the term of the guarantee.

2. Other provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain timing or
amount when the Group or the Company has a legal or constructive
obligation arising as a result of past event, it is probable that an
outflow of economic benefits will be required to settle the obligation
and a reliable estimate can be made.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote.

(q) Revenue recognition

Provided it is probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognized in the income statement as follows:

1. Sale of properties

Revenue from sale of completed properties is recognized upon the
later of the signing of sale and purchase agreements or the issue
of occupation permit by the relevant government authorities, which
is taken to be the point in time when the risks and rewards of
ownership of the property have passed to the buyer.

2. Rental income

Rental income under operating leases is recognized on a straight
line basis over the terms of the respective leases. Lease incentives
granted are recognized in profit or loss as an integral part of the
aggregate net lease payment receivable. Contingent rentals are
recognized as income in the accounting period in which they are
earned.

3. Interest income

Interest on bank deposits is recognized as it accrues using the
effective interest method.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(q) Revenue recognition (Continued)

4.  Dividends

Dividends are recognized when the right to receive payment is
established.

(r) Taxation

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognized in the consolidated
income statement except to the extent that they relate to items
recognized in other comprehensive income or directly in equity, in
which case they are recognized in other comprehensive income or
directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between
the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities,

and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset can
be utilized, are recognized. The limited exceptions to recognition of
deferred tax assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes and the initial
recognition of assets and liabilities that affect neither accounting nor
taxable profits, and temporary differences relating to investments in
subsidiaries to the extent that, in the case of taxable differences, the
Group controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the case
of deductible differences, unless it is probable that they will reverse
in the future.

The amount of deferred tax recognized is measured based on the
expected manner of realization or settlement of the carrying amount
of the assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets and liabilities
are not discounted.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(r) Taxation (Continued)

The carrying amount of a deferred tax asset is reviewed at each
balance sheet date and is reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilized. Any such reduction is reversed to
the extent that it becomes probable that sufficient taxable profits
will be available.

Additional income taxes that arise from the distribution of dividends
are recognized when the liability to pay the related dividends is
recognized.

(s) Translation of foreign currencies

ltems included in the financial statements of each entity in the Group
are measured using the currency that best reflects the economic
substance of the underlying events and circumstances relevant to
the entity (“functional currency”). The financial statements of the
Group are presented in Hong Kong dollars.

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies are translated
at the foreign exchange rates ruling at the balance sheet date.
Exchange gains and losses are recognized in the income statement.

The results of foreign operations are translated in Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Balance sheet items
are translated into Hong Kong dollars at the foreign exchange rates
ruling at the balance sheet date. The resulting exchange differences
are recognized in other comprehensive income and accumulated
separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation is reclassified
from equity to consolidated income statement when the profit or
loss on disposal is recognized.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(t) Related parties

For the purpose of these financial statements, a party is considered
to be related to the Group if:

(i) the party has the ability, directly or indirectly through one
or more intermediaries, to control the Group or exercise
significant influence over the Group in making financial and
operating policy decisions, or has joint control over the Group;

(i) the Group and the party are subject to common control;

(i) the party is an associate of the Group or a joint venture in
which the Group is a venturer;

(iv) the party is a member of key management personnel of the
Group or the Group's parent, or a close family member of such
an individual, or is an entity under the control, joint control or
significant influence of such individuals;

(v)  the party is a close family member of a party referred to in
(i) or is an entity under the control, joint control or significant
influence of such individuals; or

(vi) the party is a post-employment benefit plan which is for the
benefit of employees of the Group or of any entity that is a
related party of the Group.

Close family members of an individual are those family members
who may be expected to influence, or be influenced by, that
individual in their dealings with the entity.

(u) Segment reporting

Operating segments are reported in a manner consistent with
the Group's internal financial reporting to the Group’s most senior
executive management for the purposes of allocating resources
to, and assessing the performance of the Group's various lines
of business and geographical locations. For disclosure purpose,

a reportable segment comprises either one or more operating
segments which can be aggregated together because they share
similar economic characteristics and nature of the regulatory
environment, or single operating segments which are disclosable
separately because they cannot be aggregated or they exceed
quantitative thresholds.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(v) Employee benefits

1. Short term employee benefits and contributions to defined
contribution retirement schemes

Salaries, annual bonuses, paid annual leave, the cost of

non-monetary benefits and obligation for contributions to defined

contribution retirement schemes, including those payables in

Mainland China and Hong Kong under relevant legislation, are

accrued in the year in which the associated services are rendered by

employees of the Group.

2.  Share-based payments

The fair value of share options granted to employees is measured at
grant date, taking into account the terms and conditions upon which
the options were granted, and is expensed on a straight line basis
over the vesting period taking into account the probability that the
options will vest, with a corresponding increase in equity (employee
share-based compensation reserve).

During the vesting period, the number of share options that is
expected to vest is reviewed. Any resulting adjustment to the
cumulative fair value recognized in prior years is charged/credited to
the consolidated income statement for the year of the review, unless
the original employee expenses qualify for recognition as an asset,
with a corresponding adjustment to the employee share-based
compensation reserve. On vesting date, the amount recognized as
an expense is adjusted to reflect the actual number of options that
vest (with a corresponding adjustment to the employee share-based
compensation reserve).

At the time when the share options are exercised, the related
employee share-based compensation reserve is transferred to share
capital and share premium, together with the exercise price. If the
options expire or lapse after the vesting period, the related employee
share-based compensation reserve is transferred directly to retained
profits.
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2 CHANGES IN ACCOUNTING POLICIES

The Group and the Company has adopted a number of new and
revised HKFRSs, amendments to HKFRSs and interpretations which
have been issued by the HKICPA and are effective in the current
year. The following new and revised HKFRSs, amendments and
interpretations are relevant to the financial statements of the Group
and the Company.

(a) HKAS 1 (Revised) — Presentation of Financial Statements

HKAS 1 (Revised) has resulted in a number of changes in
presentation and disclosure. In particular, the Group presents all
items of income and expenses recognized in the period in two
statements: (i) the consolidated income statement showing items
of income and expense recognized as profit or loss for the period,
(i) the consolidated statement of comprehensive income for
items recognized through equity. Corresponding amounts have
been restated to conform to the new presentation. This change

in presentation has no effect on the reported profit or loss, total
income and expense or net assets for any period presented.

(b) HKAS 27 (Revised) — Consolidated and Separate Financial
Statements
HKAS 27 (Revised) requires that the acquisition of an additional
non-controlling interest (previously known as minority interest) in an
existing subsidiary is accounted for as an equity transaction with any
difference between the cost of the additional investment and the
carrying amount of the net assets acquired at the date of exchange
recognized directly in equity. In addition, a gain or loss on disposal
will be recognized in the income statement only if the disposal
results in a loss of control. Previously, such difference was either
accounted for as goodwill or recognized immediately in profit or loss.

In addition, HKAS 27 (Revised) requires profit or loss and each
component of comprehensive income should be attributed to the
owners of the parent and the non-controlling interest, according
to their respective interests, even if the losses applicable to the
non-controlling interest exceed the non-controlling shareholders’
interest in the equity of a subsidiary. In prior years, such loss was
only allocated to the non-controlling interest if there was a binding
obligation for the non-controlling shareholders to make additional
investment to cover the losses.

HKAS 27 (Revised) has been applied prospectively for the
transactions after 1 July 2009 and the adoption of HKAS 27 (Revised)
had no significant impact on the financial statements of the Group
and the Company for the year ended 30 June 2010.
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2 CHANGES IN ACCOUNTING POLICIES (continued)
(c) HKFRS 3 (Revised) — Business Combinations

As a result of the adoption of HKFRS 3 (Revised), where a business
combination is achieved in stages (other than that for existing
subsidiary), the existing interest in the acquiree should be re-
measured at fair value at each acquisition date and any resulting
gain or loss is recognized in profit or loss. Previously, such gain or
loss would be offset against goodwill. HKFRS 3 (Revised) has been
applied prospectively for the transactions after 1 July 2009 and the
adoption of HKFRS 3 (Revised) had no significant impact on the
financial statements of the Group and the Company for the year
ended 30 June 2010.

(d) Amendments to HKFRS 7 - Financial Instruments:
Disclosures
As a result of the adoption of the amendments to HKFRS 7,
the financial statements include expanded disclosures in note
14(b) about the fair value measurement of the Group'’s financial
instruments, categorizing these fair value measurements into a
three-level fair value hierarchy according to the extent to which they
are based on observable market data. The comparative information
for the expanded disclosures has not been provided in accordance
with the transitional provisions set out in the amendments to
HKFRS 7.

(e) HKFRS 8 - Operating Segments

HKFRS 8 requires segment disclosure to be based on the way that
the Group's chief operating decision makers regard and manage
the Group, with the amounts reported for each reportable segment
being the measures reported to the Group’s chief operating decision
makers for assessing segment performance and making decisions
on operations. Management has determined three reportable
operating segments for the measurement of performance and

the allocation of resources. The segments are property leasing in
Hong Kong and Mainland China and property sales in Hong Kong.
This differs from the presentation of segment information in prior
years which was based on division of the Group’s operations into
segments by related activities and on geographical areas. The
adoption of HKFRS 8 has resulted in the presentation of segment
information in a format that is more consistent with the internal
reporting provided to the Group’s top management. Corresponding
amounts have been restated on a basis consistent with the revised
segment information.
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BB E BAREER AT A R FFE K
5 o

DHMEETEBREZBNEED B
EHFERBDEELRPDEE  HEEER
s ERNIRE  BREMAEEEM

B MIRTTIFERERSN - D EBBEERIE A
RNFEHNRZLEDE - B0 @A
TEEREMEZ ATEES - KAEE
EEENRESEMEREREENKE
FEEE BT DHaE -
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2 CHANGES IN ACCOUNTING POLICIES (continued)

(f) Improvements to HKFRSs (2008) - Amendments to
HKAS 40 Investment Property

As a result of the amendments to HKAS 40, investment property

which is under construction is to be carried at fair value at the earlier

of when the fair value first becomes reliably measurable and the

date of completion of the property. Any changes in fair values will

be recognized in profit or loss, consistent with the policy adopted

for all other investment properties carried at fair value. Prior to this

amendment, such property was carried at cost until the construction

had been completed, at which time it would be stated at fair

value with any gain or loss being recognized in profit or loss. This

amendment has been applied prospectively and the corresponding

amounts of prior periods have not been restated. As a result of

this amendment, the net profit attributable to shareholders of the

Company increased by $2,903 million for the year ended 30 June

2010, representing the increase in fair value of $7365 million for

investment properties under development previously carried at

cost net of related deferred tax of $1,841 million and related non-

controlling interests of $2,621 million.

3 TURNOVER AND SEGMENT INFORMATION

The Group manages its businesses according to the nature of
services and products provided. Management has determined three
reportable operating segments for the measurement of performance
and the allocation of resources. The segments are property leasing
in Hong Kong and Mainland China and property sales in Hong Kong.

Property leasing segment includes property leasing operation. The
Group's investment properties portfolio, which mainly consists

of retail, office, residential, serviced apartments and carparks are
primarily located in Hong Kong and Mainland China. Property sales
segment includes development and sale of the Group's trading
properties in Hong Kong.

Management evaluates performance primarily based on profit before
taxation.

Segment assets principally comprise all non-current assets and
current assets directly attributable to each segment with the
exception of interest in jointly controlled entities, other assets,
deferred tax assets and cash and deposits with banks. The
investment properties of the Group are included in segment assets
at their fair values whilst the change in fair value of investment
properties is not included in segment profits. No segment liabilities
analysis is presented as the Group monitors and manages its
liabilities on a group basis.
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3 BEERIBER @

(a) DEERBEREE

3 TURNOVER AND SEGMENT INFORMATION

(Continued)

(a) Turnover and results by segments

EER BRA A& A
Turnover Profit before taxation
LA RETEHE in HK$ million 2010 2009 2010 2009
2 EB Segment
YIFEME Property leasing
— &5 — Hong Kong 2,746 2,603 2,191 2,109
— FRE A — Mainland China 2,323 2,082 1,905 1,704
5,069 4,685 4,096 3,813
ek Property sales
— &b - Hong Kong 7511 11 5,256 3
e aREE Segment total 12,580 4,696 9,352 3,816
E AUz A Other income 43 164
TEER (M) Administrative expenses (Note) (526) (449)
AT AIREME 2 A E Operating profit before change in
FEHE R T fair value of investment properties 8,869 3,531
R EE 7 NTEEEN Increase/(Decrease) in fair value of
CRA) investment properties 21,626 3,644
—RBEBZMERE — property leasing in Hong Kong 7,971 (1,054)
— R B %EFRE - property leasing in Mainland China 13,655 4,698
B 75 & B Finance costs (120) (172)
FE1E & & R Al A Share of profits of jointly
controlled entities 262 181
B A A Profit before taxation 30,637 7,184

M THRERREREEER - FE=THE&ET (=
ZTAF: —BE=THEERL) - REERAR
ETRENBROBERBBHANZ A FENE

o ARRRAENRELRSRA -

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

Note: Administrative expenses included share-based payments of $134 million (2009: $134
million) representing the amortization of the fair value of options granted to employees
over the vesting period and which do not involve any cash outflow for the Company.
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3 BEERIBER @

3 TURNOVER AND SEGMENT INFORMATION

(Continued)
(b) DHBAEE (b) Total assets by segments
E——————l
BEE
Total assets

LA RETEHE in HK$ million 2010 2009
2 EB Segment
YIZEME Property leasing

— &5 — Hong Kong 53,331 45,204

— FRE A — Mainland China 51,090 32,703

104,421 77,907

MZESHE Property sales

— &8 — Hong Kong 7,126 8,162
D EPHERE Segment total 111,547 86,069
BENT 2w Interest in jointly controlled entities 1,627 1,500
HihEE Other assets 1,269 1,271
IEIEFRIBE E Deferred tax assets 40 61
BE RIRTTER Cash and deposits with banks 11,852 9,632
BEE Total assets 126,335 98,533

4 HMWA 4 OTHER INCOME

%£® Group

LAY EEITATE in HK$ million 2010 2009
B A Interest income 40 162
EHIREEE ZRBEWA Dividend income from listed investments 3 2

43 164
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5  FR%LATEF

5 PROFIT BEFORE TAXATION
I

£E Group

WAKBETHE in HK$ million 2010 2009
BrEATR A E BR T 5 &8 - Profit before taxation is arrived at after charging:
AR TENERZFTERR Interest on bank loans and other borrowings
HitfgE 2 F8 repayable within 5 years 145 255
BRRFNREEZFTERFR Interest on bank loans repayable over 5 years 2 =
BERNER Finance lease charges 24 31
HifEE > H Other borrowing costs 136 39
EEX 85 Total borrowing costs 307 325
o BESHEARY () Less: Borrowing costs capitalized (Note) (187) (153)
BB Finance costs 120 172
B SRR Cost of properties sold 1,865 8
Staff costs, including employee share-
based payments of $134 million
(2009: $134 million) 609 544
Depreciation 24 15
EEMANER  BEAES Operating lease charges, including
—TFNAREBL (ZEZTNF contingent rentals of $28 million
=F&r) (2009: $30 million) 115 117
ZERR N & Auditors’ remuneration
— RERT — audit services 9 9
— B RE AR TS - tax and other services 1 2
WEFA and after crediting:
KEYEZ RS WALR - Bk Gross rental income from investment
EETHNELT=FE8T properties less direct outgoings of
(ZBZNE: \ELtT=-RERT)" $973 million (2009: $872 million),
BEIAEE— BT BET including contingent rentals of
(ZZTNEF : —RBtTFLEET) $191 million (2009: $179 million) 4,096 3,813

fiir: BRDMEZ EETHEREEAH 2L Y
(ZBEAF: BHZ-HE) 2TFHERA

e

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

Note: The borrowing costs have been capitalized at an average rate of 2.3% (2009: 2.7%) per
annum for properties under development.
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6 EENRSAEEEZME 6 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT

RELRFNEZESRFBENABEILIEHNTT  The Nomination and Remuneration Committee consists of four

EFE - ZZEERNEEFERMEBES  Independent Non-Executive Directors. The Committee makes

FNRET REBGROER - EFMB  recommendation to the Board on the Directors’ remuneration

e HIERBERMEE#E E=MEA]  packages and terms of employment. The emoluments of Directors

=B BRERARQAINKRREEZAFN - T are determined by the scope of responsibility and accountability, and

HEGIRIBITHEBRAMEE individual performance of directors, taking into consideration of the
Group's performance and profitability, market practice and prevailing
business conditions.

(a) ESFEE (a) Directors’ emoluments
EEMEFHNOT ¢ Details of directors’ emoluments are summarized below:
I
DA B ETE in HKS million AEEH
e 2Rk RkEatalz
ENFE= 5
Salaries, Group's
allowances BIEFEAL  contributions
#%  andbenefits  Discretionary  to retirement
ez Name Fees in kind bonuses scheme 2010 2009
YITES Executive Directors
BRRCR Ronnie C. Chan 06 20.1 10.2 20 329 27.8
RER Nelson W.L. Yuen 0.5 18.7 94 19 305 257
Rt Terry S. Ng 05 9.7 5.7 0.7 16.6 14.1
=iEdE William PY. Ko 03 35 20 03 6.1 -
(A=Z—ZF  (Appointed on 9 February 2010)
—ANB
ERAT)

FHITES Non-Executive Director
BRER Gerald L. Chan 02 = = - 0.2 0.2

BIEHTEZE Independent

Non-Executive Directors

BB S.S.Yin 0.4 = = = 0.4 04
GE A Laura L.Y. Chen 0.6 = = - 0.6 0.6
=1)e % H.K. Cheng 0.7 = = = 0.7 0.7
E0% Simon S.0. Ip 0.3 - - - 0.3 0.3
B4R York Liao 03 = = = 03 03
—E-EF 2010 44 52.0 273 49 88.6 70.1
“TENE 2009 4.1 473 14.2 45 70.1
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6 EERSHAEEEZHME @

(b) BEHFAL

EhgmesHFALH OR(ZFETH
Fr=ZR)BRRRAESE A —2R
FARAEME  WEZ B2 M 5E6(a) & M
H27TOWE - FRAEZEEEF M
Mk—zERMEARAR ([BEMBE])
EERN_F-TEZMeRBRER—
AATR_ZZNFZHEMT

6 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT (Continued)

(b) Individuals with highest emoluments

Of the five individuals with the highest emoluments, four (2009:

three) are directors of the Company of which one was appointed

during the year whose emoluments are disclosed in note 6(a) and

note 27(b). The total emoluments of the director appointed during

the year and a director of Hang Lung Properties Limited ("HLP") in

2010 together with the emoluments of the other individual for 2009

are as follows:

% & Group

2010 2009
EEE
SRE 2= =iaE

William  Director William & A

LA E & et & in HK$ million PY. Ko of HLP PY. Ko  Individual

ik Fees 0.4 0.2 0.2 =
e R R EYH= Salaries, allowances and

benefits in kind 8.6 2.8 8.4 2.1

I ETEAT Discretionary bonuses 5.1 21 3.0 0.6
AEBERIKNEETE 2 3k Group's contributions to

retirement scheme 09 0.3 0.8 0.2

15.0 5.4 12.4 29

() B LlBies - KRR REELE
CETESREERERATRE
e St 2 ORR A R BV 3 T BR 15
1 - AATREEBER YR
15 B4R 5% 15 50 BT 75 38 % M 5527 0)
-

(d) #H=E=ZZ-ZTFA=THEAKZ=ZF
ZNFASA=ZTHLEFE  BER
FMEBEERERITERABZNHRIEA
ERBEHMEIBERSENBEARE
o

(e) REREENR-Z—ZFLATH
BRAKRAZKEENR —E—FF
tAt+tHBEEZERRITES -

(f) RETTEHER—_ZT—ZFTE+A=+
—HEEWITESBE -

(¢) In addition to the above emoluments, certain directors and
employees of the Company and HLP were granted share
options under the share option schemes of the Company and
HLP Details of the share options granted by the Company
and HLP to the individuals are disclosed in note 27(b) to the
financial statements.

(d) During the years ended 30 June 2010 and 30 June 2009, there
were no amounts paid to directors and senior executives above
for compensation of loss of office and inducement for joining
the Group.

(e) Mr Nelson W.L. Yuen retired on 14 July 2010 and Mr Philip N.L.
Chen was appointed as executive director on 15 July 2010.

(f)  MrTerry S. Ng resigned as executive director with effect from
21 July 2010.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10 151
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7 HEWBERAZBE 7 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT
(a) HEWERANZITIES : (a) Taxation in the consolidated income statement represents:

&& Group

LABE R BT E in HK$ million 2010 2009
REFIE Current tax
HAMNEB Hong Kong Profits Tax 1,034 201
BRAFE 2 BEIR Underprovision in prior years 28 13
1,062 214
AR AT 1SR China Income Tax 416 301
1,478 515
IEFEFI IR Deferred tax
"EMEZ AN EES) Change in fair value of investment
properties 4,733 1,008
HR B kED Other origination and reversal of
R temporary differences 227 92
&t ([7E19(b) Total (Note 19(b)) 4,960 1,100
FRIEY Haast Total income tax expense 6,438 1,615

BAENNSHEAREVIRFRNZ(EETE  Provision for Hong Kong Profits Tax is calculated at 16.5% (2009:
RERMNABDZTRBA(ZZEZEN 16.5%) of the estimated assessable profits for the year. China
FBPZTRNER)FTE - FEMBE  Income Tax mainly represents China Corporate Income Tax calculated
MEZRAFECEMSHEED 2T at25% (2009: 25%) and China withholding income tax at the
A(ZZETNF: &Ho2_1tH):tE applicable rates. A withholding tax of 5% is levied on the Hong Kong
M ETERFSHIZEAREITE - 5t companies in respect of dividend distributions arising from profits
BEENRRPBEAN 2 INEREDCZEE  of foreign investment enterprises in Mainland China earned after 1
BR-ZZZENF—HA—HBBEEZAF  January 2008.

FTRE 2 REM AR B D 2 AAMTELR

F1SHL o

(b) BEZZT—ZTFA=THILFE (b) Share of jointly controlled entities’ taxation for the year ended

ZELEEEARHMELNTET (= 30 June 2010 of $40 million (2009: $25 million) is included in
ZENF: ZFRHEET) BFftA the share of profits of jointly controlled entities.

ElEaEREEMA -
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7 FREWRERAZBE @) 7 TAXATION IN THE CONSOLIDATED INCOME

STATEM ENT (Continued)

(c) EREMEZELEBRIANGEFIAEE (¢) Reconciliation between actual tax expense and profit before

MEHBE 2 - taxation at applicable tax rates:
Y
%£& Group
WBWBETE in HK$ million 2010 2009
FRA AT A Profit before taxation 30,637 7,184
RGFRADRA B AR E 28  Tax on profit before taxation at applicable rates 6,462 1,710
[EIEE &R alRN 2 FIB 2 Tax effect of share of profits of jointly
controlled entities (40) (25)

IEEFRFHWAZ FRIETE Tax effect of non-taxable income (15) (40)
e ST 2 T E R 2 Tax effect of non-deductible expenses 35 31
EEER REEE R EMmATHE  Tax effect of tax losses utilized and other

T ER 2 FRIAERE deductible temporary differences (85) (90)
REERZ R EBR AT E Tax effect of unrecognized tax losses 45 19
EAb Others 8 3)
BEFE 2 BEIR Underprovision in prior years 28 13
ERBIES Actual tax expense 6,438 1,615

(d) FR - EEME2EKZE TFI/RHAE (d) Thereis no tax effect relating to the components of the other

BEOEMNIELE - comprehensive income for the year.
8 MWEEMLAR 8 NET PROFIT ATTRIBUTABLE TO
SHAREHOLDERS

YR BG4 R B A A RIBEHREANZ  Net profit attributable to shareholders includes a profit of $1,403

HBATOEZE=a&8T (ZEZTAFE:  milion (2009: $1,328 million) which has been dealt with in the

+=E=FNBETL) ° financial statements of the Company.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10
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9 KR
(a) FEFEERE

WEKBETHAE

9 DIVIDENDS
(a) Dividends attributable to the year

in HK$ million 2010 2009

EEMRERFBREFR I
“TTAF BRI

REHE BEERARHIRE
BIRE AL

Interim dividend declared and paid of 19 cents

(2009: 16.5 cents) per share 254 220
Final dividend of 57 cents (2009: 54 cents)

per share proposed after the balance

sheet date 763 721

1,017 941

REEBEEIR 2 RERE - WHEMER  The final dividend proposed after the balance sheet date has not

REEAZAEE -

(b) —TEFNFHBFEZLE
“HETREBREER
FHBFEHERKE (—
NF:EE-T—a8T) -

10 BREF

=<
= =<

been recognized as a liability at the balance sheet date.

—F (b) The final dividend of $722 million for financial year 2009 was
—=

= approved and paid in financial year 2010 (2009: $721 million).

10 EARNINGS PER SHARE

(a) BREANREFZZHFMIIZATEE (a) The calculation of basic and diluted earnings per share is based

5t

N AR Vv i

on the following data:

in HK$ million 2010 2009

AU ESRERR#E RN 2 B

(RBCER I AER)

Earnings for calculation of basic and
diluted earnings per share
(net profit attributable to shareholders) 12,404 2,638

R1DE B
Number of shares

NBEBRAE in million 2010 2009
R ESRERZT 2 Weighted average number of shares used in

A {n Ik 2 calculating basic earnings per share 1,337 1,334
BESEIER 2 BIERD Z Effect of dilutive potential shares —

TE—IRMhH R share options 16 14
U GTE SR SR T 2 Weighted average number of shares used in

A& 15 hnte 3k calculating diluted earnings per share 1,353 1,348
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10 ﬁﬂﬁ%ﬂ &) 10 EARNINGS PER SHARE (Continued)

(b) MEFREEEARLMA (TBIEREY  (b) The underlying net profit attributable to shareholders which

ENTEES - WHRARELER excluded changes in fair value of investment properties net of
TE R FEER ) <FTEWT ¢ related deferred tax and non-controlling interests, is calculated
as follows:

NEEBETTHE in HK$ million 2010 2009
eyl Net profit attributable to shareholders 12,404 2,638
LEMEZ N FEEH 2 FE Effect of changes in fair value of
investment properties (21,626) (3,644)
MHEREHIE & Effect of corresponding deferred tax 4,733 1,008
BENRINIREMEZ Effect of change in fair value of investment
NEZ I IR AR RET IR properties net of related deferred tax of
T jointly controlled entities (173) (93)
(17,066) (2,729)
IEFERE iR Non-controlling interests 8,357 1,545
(8,709) (1,184)
% 3R (i E AR A | Underlying net profit attributable
to shareholders 3,695 1,454

RIER B EAE AT EE > 518 5F  The earnings per share based on underlying net profit attributable to

V=1 shareholders are:

2010 2009
HR Basic $2.76 $1.09
b1 Diluted $2.73 $1.08

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10
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11 BEEE - £H8 11 FIXED ASSETS - GROUP
I
HREM
HEYE
. Investment
LEYE  properties \

. \ Investment under Ei &5
LB B ST E in HK$ million properties development Others Total
RZANE A Cost or valuation:

R=ZEZEN\F+tA—H At 1 July 2008 66,136 5,658 384 72,178
b 3% (M95E) Exchange adjustment (Note) - 118 _ 118
NE Additions 178 2,474 34 2,686
BB Reclassification - (680) - (680)
e Disposals - - (4) (4)
NTF{EREAN Increase in fair value 3,644 - - 3,644
R_ZEZNFA=1H At 30 June 2009 and 1 July 2009 69,958 7,570 414 77,942
_ggﬂitﬁ =
PE 5 A% (MisE) Exchange adjustment (Note) 212 62 = 274
WEE—KMEB AR Acquired on acquisition of
Frfs a subsidiary 36 = = 36
NE Additions 147 4,348 69 4,564
k== Disposals - - (4) (4)
NF(EEN Increase in fair value 14,261 7,365 = 21,626
A () Transfer 4,019 (4,019) - -
R-BE-ZFEXA=1+H At 30 June 2010 88,633 15,326 479 104,438
ZEEHTE ¢ Accumulated depreciation:
RZZZENFtA—H At 1 July 2008 = = 278 278
KEEIE Charge for the year = = 15 15
A E D Written back on disposals - - ) 4)
EA_%?ZJLE,\H ‘T‘ H At 30 June 2009 and 1 July 2009 - - 289 289
$¢f£ﬁ% Charge for the year - - 24 24
A & Written back on disposals - - (4) (4)
R-ZE—ZTFEXA=1H At 30 June 2010 - - 309 309
BRMEFE Net book value;
HN-B-ZFFEXH=1+H At 30 June 2010 88,633 15,326 170 104,129
RZZEZNFA=F+H At 30 June 2009 69,958 7,570 125 77,653
BEEBENSNA=1THZ  Cost or valuation of the fixed assets
FRAESHENT at 30 June is made up as follows:
B 2010:
fhiE Valuation 88,633 15,326 - 103,959
FAE Cost - - 479 479
88,633 15,326 479 104,438
—TTNE - 2009:
&E Valuation 69,958 = = 69,958
BXANME Cost = 7,570 414 7,984
69,958 7,570 414 77,942
MISE - IRIBM 1B 2 AEESFTBR - ANEE Note: In accordance with the Group’s accounting policy in note 1(s), balance sheet items in
2R E Wiﬁ%ﬁZéF% BRER (BEETE operations in Mainland China of the Group, including fixed assets, are translated into Hong
BE) VZEEA 2 EXRKRE AET - BFEE Kong dollars at the foreign exchange rates ruling at the balance sheet date. The exchange
Eﬁ?ZER%%EEﬁ')\ERﬁﬁ difference relating to fixed assets has been dealt with in the exchange reserve.
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11 BEEE -8 ®w 11

FIXED ASSETS - GROUP (Continued)

MEZREFEITNT - An analysis of net book value of properties is as follows:
.
BRPIEYH
B Investment properties
Investment properties under development

LB RETHE in HK$ million 2010 2009 2010 2009

AR Long leases in Hong Kong 31,943 30,445 - -

B EIMRER 22 Long leases outside Hong Kong 1,136 1,096 5,948 2,992

B Bt 2 Medium term leases in Hong Kong 21,088 14,404 - -
BHEEIN R EAL 22 Medium term leases outside

Hong Kong 34,406 281025 9,378 4,578

BERE HEAh 32 Short lease in Hong Kong 60 88 - =

88,633 69,958 15,326 7,570

(a) AEEZREVELERFRED (a)
FOR T -—FFA=THHS
—KFEAESAENERZEREGR
RAE(THE KPR 2T M
EXREM (EXNE) REBEEL
ERmIGEEEEETRE - §H
EXERZEEME - F A FE#
H2RMSEALTZEYEETI
BIEHEE - HRBERPEREY
¥ EF-KRFRAETNEEZSTDE
Bne i RAE R R R S TR 2
Wi AR K TE B3 R P 7R 0 2 £
K EABARRIARA - W2 IR LR
MSEERS EM - FA - K
SEBBREMENERTREY
EZRFEEN—A—TREZT
NEET EReERPEAh
ERPYENZEL T =B Th
BETT

AEBREME 2 RIFHENBE
REMEVOFAZEE - AE@
FEAATHE=FT=A8T (=
ZTNF O+ OE=ThEE
JT) e

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

The investment properties and investment properties under
development of the Group were revalued as at 30 June 2010
by Mr Charles C.K. Chan, Registered Professional Surveyor
(General Practice), of Savills Valuation and Professional Services
Limited (“Savills”), on a market value basis. For the completed
investment properties, Savills has valued such properties with
reference to market evidence taking into account the rental
income of the properties. For the investment properties under
development, Savills has valued such properties as if they
were completed in accordance with the relevant development
plan allowing for any future construction and other relevant
costs required for completion of the development, and where
appropriate, by reference to the comparable market sale and
purchase transactions. During the year, an increase in fair
value of investment properties and those under development
of $21,626 million, including $7.365 million contributed by
properties under development in Mainland China, is recorded.

The net book value of investment properties of the Group
includes an amount of $5,433 million (2009: $4,439 million) in
respect of an asset held under a finance lease.
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11
(a)

(b)

BEEE - &8 w

(&)

AEFBEMETFEE REFER
HRUREBURAMEZIER 7 13
FiEEYW—TEIT (ZEZNF :
—FEn) UEREFBIRINAS EH
BB LM EEEYNEET
—ETZNF: FN\EHEETL) X
NRHARFE 2 i RiEEY —
THEET (ZETNFE &)

MEMERDZBRRENEZEE
WABBRTEATABET (=
EZNF  O+ARENTHEES
JT) e

AEBRBEXHOLERIZEE
MHDHEREYE - ZFEBRO—
RONTRE—_E21F  HPHNHE
REORZBEN  ERSENHEAE K
Ko REEAATE ST HET RS
HFBHEE 2 GFK - MAREEF
BB —ELLLOINBLHOEBRELD - &
THOBRSIAES - H2REP
ZWATMETE e

RANA=Z1+H ' AEBERETATHE
HeEFERNR DRI RAREE
BREANT

1
(a)

(b)

FIXED ASSETS - GROUP (Continued)

(Continued)

The net book value of other fixed assets of the Group included
long leases of $10 million (2009: $10 million) in respect of land
and building held in Hong Kong, medium term leases of $9
million (2009: $28 million) and long leases of $24 million (2009:
$Nil) in respect of land and buildings held outside Hong Kong
respectively.

Property leasing revenue includes gross rental income from
investment properties of $5,069 million (2009: $4,685 million).

The Group leases out its investment properties under operating
leases and subleases under finance lease. Leases typically run
for an initial period of two to five years, with some having the
option to renew, at which time all terms are renegotiated. Long
term leases contain rent review or adjustment clauses and the
Group has a regular proportion of its leases up for renewal each
year. Certain leases include contingent rentals calculated with
reference to the revenue of tenants.

At 30 June, the Group's total future minimum lease income
under non-cancellable operating leases were as follows:

Sar e Ha 49 45T
LUSEE & E in HK$ million Subleases Other leases Total

2010
—FR Within 1 year 365 3,923 4,288
—FBEBERFEA After 1 year but within 5 years 283 5,191 5,474
hF& After 5 years - 554 554
648 9,668 10,316

e

2009
—F R Within 1 year 357 3,424 3,781
—FREBEREA After 1 year but within 5 years 559 3,215 3,774
AF%& After 5 years = 203 203
916 6,842 7,758
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12 B AR

12 INTEREST IN SUBSIDIARIES

‘A &] Company

A BEETTAHE in HK$ million 2010 2009
FEETMRRG - BANME Unlisted shares, at cost 181 166
FEMHT B A RISRIE R 1 Amounts due from subsidiaries less provision 13,443 13,366

13,624 13,532

TEMBRRZFMERE NS4 o

FEU RS T /B A B SRR R IR
B NMEREERY  MABMZEFR
HERAR+ZEAARTEREEFE
& BIEERBEE,AfE -

13 EENAER

Details of principal subsidiaries are set out in note 34.

Amounts due from/to subsidiaries are unsecured, interest free with
no fixed terms of repayment and classified as non-current assets/
liabilities as they are not expected to be recoverable/repayable within
the next twelve months.

13 INTEREST IN JOINTLY CONTROLLED ENTITIES

£ B Group /A7) Company
LB AETE in HK$ million 2010 2009 2010 2009
JE LD - FKAME Unlisted shares, at cost - - 5 5
L EESE Share of net assets 855 641 - =
855 641 5 5
JEU & & A EIFIE Amounts due from jointly
controlled entities 779 872 2 7
FERT& & A RIFRIA Amounts due to jointly
controlled entities (7) (13) (7) (7)
1,627 1,500 - 5

BUREERRIFARBEATELAETT
(ZZETNEFE  RTLasT) BE - B
tHET (ZETAF: =TEHAET)
MW S E RRIFRIBIRTIH MR B
s YY) &8 R EIFURE R ER
2R REETEERY - MAEHZ
EREIGNRART —EARKE,E
& BOWEERBEE, BE -

FAAEBBA-RAKERSEAD
ZEtHERZAAERRZEIADLZ
ht#m RER—TEBEET - RK
BEAR  ARERZE AR 2 ER
MEBDZHE @ UL ZAERARG
AEE-FHHBRR -

Amounts due from jointly controlled entities included a provision

of $67 million (2009: $67 million). Except for the amount due from

a jointly controlled entity of $7 million (2009: $34 million) which

is interest-bearing at market rate, amounts due from/(to) jointly
controlled entities are unsecured, non-interest bearing with no fixed
terms of repayment and classified as non-current assets/liabilities as
they are not expected to be recoverable/repayable within the next
twelve months.

During the year, the Group acquired an additional 50% interest in

a previous jointly controlled entity in which the Group had 50%
interest at a consideration of $15 million. Subsequent to the
acquisition, the Group's interest in this entity increased to 100% and
therefore this jointly controlled entity has become a subsidiary of the
Group.
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13

EELNTIER @

EBAERAF L HME RN HIESS -
AKENA B AR 2R OERT B E

13

INTEREST IN JOINTLY CONTROLLED ENTITIES

(Continued)

Details of principal jointly controlled entities are set out in note 35.
The summary financial information related to the Group's interest in

Bt jointly controlled entities are as follows:
e
NEEBRETTAE in HK$ million 2010 2009
EREEE Non-current assets 1,868 1,632
MENVEE Current assets 129 123
ERBEE Non-current liabilities (1,087) (1,064)
mEAE Current liabilities (55) (50)
BEFE Net assets 855 641
e Turnover 183 171
REE T Profit for the year 262 181
14 HiEE 14 OTHER ASSETS
.
£ & Group
NERBETTAE in HK$ million 2010 2009
EBBIELEMIRE (@) Unlisted investments in Hong Kong (Note (a)) - =
BT IELEMRE R RIREE Advances to unlisted investee companies
less provision 10 11
10 11
MWEE 2 EHRE - BhE Listed investments in Hong Kong at market
(Fg=E(b)) value (Note (b)) 77 70
EREE (Mizkc) Intangible assets (Note (c)) 1,182 1,182
LIRER Mortgage loans - 1
1,269 1,274

BieE - Notes:

(@) R IE LTI E W R IE BT 5 A BS T55kR (@) Unlisted investments are carried at cost less impairment, if any, as they do not have a
BRETEATE  FIGRRAIIBRRE (10F) quoted market price in an active market to determine their fair value.

ABR ©

(b) FHREZATFEDGRALRERTS2FAE (b)) The fair values of the listed investments are measured using quoted prices (unadjusted) in
METEZHTE®RE CREHAR) HE - BE active markets for identical financial instruments which are categorized as level 1 defined
HKFRS 7&RITH : BBEZEE - W EMERE in accordance with HKFRS 7 Financial Instruments: Disclosures.

PHERE—M -
FR &Rz EEEEFAFTEFEZEHR - During the year, there were no transfers of fair value measurements between levels.

(c) BILEAERAREEAN_ZETAELA—B2ZH (c) Intangible assets represent goodwill arising from the Group's additions in equity interests
REMBAREREMERRAR ([EEME]) in its subsidiary, Hang Lung Properties Limited (“HLP") for transactions before 1 July
AR EREINMEE ZBE - 2009.

FRAHKAS 27 (REF]) GARBYHBEHREK Upon the adoption of HKAS 27 (Revised), Consolidated and Separate Financial Statements
(EMHTEE2(b)) 1 - REFIIERE E R AR E R as set out in note 2(b), the difference between the cost of additions in equity interests
ZHABE-_EZAELA—BERBEAREEE in HLP and the carrying amount of the net assets acquired for transactions after 1 July
REBEFE MECEZHEETHERPER - 2009 is recognized directly in equity. Goodwill previously recognized is not reversed but
ZHIMER Z R &L B BEERESR still subject to impairment test. As at year end, an impairment test was performed by
Ao RFLER  AEECHREEERTKE S comparing the goodwill with its recoverable amount and no impairment was recorded.
BIEARERR - WEEISHE -
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15 FEURARSR R H B WK
BT A AR R R L At B R 2 W B
REERBADITOT

15 TRADE AND OTHER RECEIVABLES
Included in trade and other receivables are trade receivables with
the following terms:

% & Group
LAABMEEITATE in HK$ million 2010 2009
HE R —EA R Current and within 1 month 1,258 412
—Z==1@A 1 — 3 months 5 3
=EAE Over 3 months 1 54
1,264 469

EWRR ZIEMEERBEFAHEE [F
RN WREMEER . E S HEHR
“E-EFLANN\ABEX -

REMEHEENEBWEBNIZEE =
BIERETE - MERIZNHEERSINT
TFEBEREYMENAE -  NEETEH
EEREWGRIE RAEH B YN ER#E - DAEIE
EERBRBERE BRASEMERZ
MIEHEIN  AEEWEF I ZEHER
EEMEHAR R-E—ZTFR-TT
NEXA=Z+AH RERBELTE
* o

16 SFEYWE

The majority of the increase in receivables related to the proceeds
from the sale of The HarbourSide units during the year which are
due for settlement in July and August 2010 in accordance with the
respective sale and purchase agreements.

Proceeds from property sales are receivable pursuant to the terms
of the sale and purchase agreements. In addition to the payment of
rental deposits, tenants are required to pay monthly rents in respect
of leased properties in advance. Receivables are regularly monitored
and closely followed up to minimize any credit risk. Except for sale
of properties developed by the Group, it does not hold any collateral
over these balances. The balance of bad and doubtful debts as at 30
June 2010 and 2009 is insignificant.

16 PROPERTIES FOR SALE

%£& Group
A EEITATE in HK$ million 2010 2009
FEERREMYE — REIMZ  Properties under development for sale — long leases
— BB — Hong Kong 800 760
FEDEKYE — hHEIE  Completed properties for sale — medium term leases
— & — Hong Kong 5,082 6,949
— BERIN - Outside Hong Kong 4 5
5,086 6,954
5,886 7,714

BERREY LB —FREE -

The properties under development for sale are expected to be
recovered after more than one year.
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17 RITER 17 BANK LOANS
Z@fxﬂ = +HEERRITERZEFRH At 30 June, bank loans were unsecured and repayable as follows:
o

%£& Group

LB RETHE in HK$ million 2010 2009
—F sk BNER Within 1 year or on demand 3,180 800
—FRERTNRN After 1 year but within 2 years 6,500 1,023
MFERERFN After 2 years but within 5 years 962 8,194
AFEUE Over b5 years 214 =
7,676 9,217

B REESE 2 BT E A Less: unamortized front end fees (66) (51)
7,610 9,166

10,790 9,966

FERN - MAERTEZHEZTY=EEFH Allbank loans are interest-bearing at rates ranging from 0.3% to

2t JE (:?inﬁ TE=EENEY  59% (2009: 0.3% to 6.8%) per annum during the year.
NE) FRZEE -

REFZETFEESITBEZHMRE - Certain of the Group's borrowings are attached with financial
REB L K:J:z]&‘i B A TR covenants which require that at any time, the Group's consolidated

>\

AR EESFBETEERARESE/FLG  tangible net worth is not less than and the ratio of borrowings to
E\ﬁﬁé,\E/?TEZH:TT{?mE/\%EmK consolidated tangible net worth is not more than certain required
EoFRN AEBDEREREFZERY  levels. During the year, all these covenants have been complied with
RIESK o by the Group.
N-ZE—Z=FXxA=+08 &~"&EEHEA At 30 June 2010, the Group had $17191 million (2009: $20,476
—Bt+t+t—EBALF—EET(—ZEZ A milion) committed undrawn banking facilities.
F:_ATWEELTRAET) ABA
BVERTTAGEEE °
18 FE{FEEZN R H fbfE {42k 18 TRADE AND OTHER PAYABLES
e
£& Group A "] Company
BB BITAE in HK$ million 2010 2009 2010 2009
FERTR R IERT B R Creditors and accrued expenses
(Fft5E()) (Note a) 2,247 1,276 6 7
Bz (KiFEb) Deposits received (Note b) 1,236 1,111 - -
3,483 2,387 6 7
s - Notes: _ _ y
@ e E &Fgﬁg};ﬂ@;%}ggﬂﬁ/\ ERTEEN (a) Creditors and accrued expenses include retention money payable of $183 million (2009:

RBHE—ENFoAET (“ETHE - $68 million) which is not expected to be settled within one year.

~

\

FNEET) -
b) BREHBAF—EET (CETHhE : A (b) Depqsits received of $791 million (2009: $922 million) are not expected to be settled
E-F-EBT) BHR—FRTRE - within one year.

Dt AJERBE S M b et 2 > fEftBE  Included in trade and other payables are trade creditors with the
ZHEBSONMT following ageing analysis:

%£& Group
BB EETTHE in HK$ million 2010 2009
—1{& A A EIHE Due within 1 month 1,461 734
=B A ZEIE Due after 3 months 191 109
1,652 843
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19 REERBERLZBIE
(a) AFEHEA

19 TAXATION IN THE BALANCE SHEETS

(a) Current taxation

% & Group
AR EITEE in HK$ million 2010 2009
BATESHEE Provision for Hong Kong Profits Tax 1,034 201
PR BRI P S R B Provision for China Income Tax 116 111
LAREE 2 FEREAERNSHR  Hong Kong Profits Tax payable relating to prior years 41 577
1,191 889
(b) IEFERIE (b) Deferred taxation
I
%£& Group
LB R BT E in HK$ million 2010 2009
FEIEFRIE B & Deferred tax liabilities 13,538 8,662
FEETRIEEE Deferred tax assets (40) 61)
REIB A &% Net deferred tax liabilities 13,498 8,501

RirGAERER FTHRZELEHIEAR

The components of deferred tax liabilities/(assets) recognized in the

&/ (BE) MERNMEARNZEEHIT :  consolidated balance sheet and the movements during the year are
as follows:
e
WAEBEBILE in HK$ million FEGHES
PRETE E%
Depreciation BREE
allowances in ZERBR
excess of MEER Future
related  Revaluation benefit of Hit B
EERBEER Deferred tax arising from: depreciation  of properties tax losses Others Total
RZZENF+HA—H At 1 July 2008 886 6,548 (20) (13) 7,401
WAl mmmGg / (BA) Charged/(Credited) to consolidated
(Hi5E7(a)) income statement (Note 7(a)) 120 1,008 (11) (17) 1,100
R-ZTAESA=+HAK  At30June 2009 and 1 July 2009 1,006 7,556 (31) (30) 8,501
“ETNF+A-R
Ef‘f AER NG Charged to reserve 2 35 = = 37
WA lasm MGk / (BA) Charged/(Credited) to consolidated
(Mﬁﬂa ) income statement (Note 7(a)) 137 4,733 9) 99 4,960
RZZE-ZF5xA=1H At 30 June 2010 1,145 12,324 (40) 69 13,498

(c) RERZELEBREEE

AEBEARETHERARLESHML
BH-_F+HNE-_FT=ZB8T(ZEZTA
F:ZF+ZBZFBET) HEEIE
FTEAMECHEEEELER  BA
R-ZZB—FFXA=+H  oJHEEH
EHEEMNBHRBERBRZMDTFE -
I EBRBEENR BB ERERHREE
B EWREE - W B R i ER ARG
EEARNEES T4 B AFRaE -

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

(c) Deferred tax assets not recognized

The Group has not recognized deferred tax assets in respect of

tax losses of $2,423 million (2009: $2,226 million) sustained in the
operations of certain subsidiaries as the availability of future taxable
profits against which the assets can be utilized is not probable at
30 June 2010. The tax losses arising from Hong Kong operations do
not expire under current tax legislation. The tax losses arising from
operations in Mainland China expire five years after the relevant
accounting year end date.
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20 EERYEE

20 FINANCE LEASE OBLIGATIONS

MEBANRLEN 2HSEBRARME  Total minimum lease payments under finance lease and their
W present values are as follows:

£ B Group

&R AR AR
ZHeH FEFA RPN
Z B8 ZHNEEH MR
Present Interest Total
value of expenses minimum
minimum relating to lease
lease payments future periods payments
LAY EEITATE in HK$ million 2010
e S%R Amounts payable
—FR Within 1 year 119 17 136
—FRERAFH After 1 year but within 5 years 168 8 176
287 25 312

LS BB At E in HK$ million 2009
e S%E Amounts payable
—F R Within 1 year 106 24 130
—FRERAFH After 1 year but within 5 years 287 25 312
393 49 442

MEHLNREZERFRNXRAE+HE (=  The effective interest rate of the finance lease obligations is 7%

TENF LE) - (2009: 7%) per annum.

21 R&E 21 SHARE CAPITAL

2010 2009

B8R BAg®E  KOHEE  BAE®
(Bgk) (BEm) (BBR (B8

Number ~ Amount of Number ~ Amount of
of shares share capital of shares share capital
(Million) ($Million) (Million) ($Million)
JETE Authorized
BREE—T Shares of $1 each 2,000 2,000 2,000 2,000
BEETRAR Issued and fully paid
RtEA—H At 1 July 1,334 1,334 1,334 1,334
R EIRERT 2l Shares issued under share
B2 D option scheme 5 5 _ _
WARA=1H At 30 June 1,339 1,339 1,334 1,334
164 EREBARLXT —TTH,/ —ZTFFH



22 f#E
(a) &H

BE-Z-ZER-TTAFXAZT
BILFE - REEORE 22

& A HdE £
Réra s

BHE -

HER

22 RESERVES
(a) The Group

Details of the movements in reserves of the Group during the

year ended 30 June 2010 and 2009 are set out in the consolidated

statement of changes in equity.

£ttt Other reserves
EfEaERAR
LB
Share of [EERMH
capital BX k& ERE Afp
feserves EERE St Employee BRGE
BB of jointly Captal  Investment ~ ERfEE  sharebesed  EERER Other REEF el
Share controlled  redemption  revaluation Exchange  compensation General capital a3t Retained Total
IWESEETE  inHKS million premium entities reserve reserve reserve reserve reserve reserve Total profits reserves
RIZR/VELA—R A1 July 2008 246 1 % 5 %7 155 5 - 3665 31,784 35,449
TEELANREE Total comprehensive
income for the year - - - 3 68 - - - il 2638 2709
FEERMRS  Final dividends in respect
of previous year - - - - - - - - - (121) 1)
REEHERE  Interim dividends in
respect of current year - - - - - - - - - (220) (220)
ikl Issue of shares 2 = - - - - - _ 5 _ )
[ESREER Employee share-based
payments - - - - - JA] - - 73 6 79
RZEENE At 30 June 2009 and
AA=TAR 1 July 2009 2,48 1 2 8 1,025 228 275 - 3811 33487 31,298
“EEAELA-A
RERLENREE Total comprehensive
income for the year - - - 7 101 - - - 108 12,404 12,512
FEEREBRE  Final dividends i respect
of previous year - - - - - - - - - (122) (122)
AEERERE  Interim dividends in
respect of current year - - - - - - - - - (254) (254)
Edi0) Issue of shares 2% - - - - = - - 2% - 2%
ESREER Employee share-based
payments 1 - - - - 52 - - 53 3 56
RAEEE—FHE  Increase in non-controlling
AAZRERD interests arising from
MEEIHARIES  decrease of the Group's
#m shareholding in
a subsidiary - - - - - - = (26) (26) = (26)
R=B-%E5A
=tH At 30 June 2010 2,215 1 26 15 1,126 280 215 25) 3913 4918 48,891

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10
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22 f#fE 22 RESERVES (continued)
(b) 2H (b) The Company
-
H A5 Other reserves
BB
R HERHE
BOFE  Employee
RinaE Capital ~ sharebased — TREFEES {RE & BEE
Share  redemption  compensation General ECh Retained Total
WEERETHE in HKS milion premium reserve reserve reserve Total profits reserves
R=ZFENELA—H  At1July2008 2,246 26 62 862 3,196 1912 11,108
KEERA Profit for the year - - - - - 1,328 1,328
EERRIRE Final dividends in respect of
previous year - - - - - (721) (721)
REEHHRE Interim dividends in respect of
current year - - - - - (220) (220)
&kin lssue of shares 2 - = - 2 - 9
EERERR Employee share-vased payments - - 15 - 15 - 15
RZFEAFRA=THR At30 June 2009 and
“EENEFLA-H 1 July 2009 2,248 26 77 862 3213 8,299 11,512
RER G Profit for the year - = = = = 1,403 1,403
FERRIRE Final dividends in respect of
previous year - - - - - (722) (722)
REFRHRE Interim dividends in respect of
current year - - - - - (254) (254)
ki Issue of shares 2% - - - 2 - 2
EEREER Employee share-based payments 1 = 8 - 9 _ 9
RZZ-2£7AZ+H At30June 2010 2,275 26 85 862 3,248 8,726 11,974

AEBER-_Z-—TFA=1THNRE
BABRATNAET (ZETNEF:
“ToHET) NTEAHEBAR L

BEARTE ©

i Bk EABEFHE 2 MiED 5
XEB(RRGG) EH+NTIERE
M+NFHREE  -RESHRBREN
REBRMFAHEERES QA FEZ R
HEFE - WREBEME)ZETBER
BRIE o [E S R B IE R BRI E A R
MBEHMREEZELZR - HWOHE
TR - BEERMHEEREERER
HERAREITEZ RO A FE -
EBRHEmESKAERERN  BAHs
K o A E AR FEEHRECIFERERRE
A—RBEMB AR 2= - LR
BENRARERAWRBEE REFEZ
EH o
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The retained profits for the Group at 30 June 2010 included $58
million (2009: $22 million) in respect of statutory reserves of the
subsidiaries in Mainland China.

The application of the share premium account and the capital
redemption reserve are governed by Section 48B and Section

49H of the Hong Kong Companies Ordinance respectively. The
investment revaluation reserve comprises the cumulative net change
on the fair value of available-for-sale securities held at the balance
sheet date and is dealt with in accordance with the accounting
policies in note 1(i). The exchange reserve represents the exchange
differences arising from the translation of the financial statements
of overseas subsidiaries. The employee share-based compensation
reserve comprises the fair value of share options granted which are
yet to be exercised, as explained in note 1(v). The general reserve
was derived from retained profits and is distributable. The other
capital reserve represents any difference between the cost of the
additional investment and the carrying amount of the net assets
acquired at the date of exchange when acquiring an additional non-
controlling interest in a existing subsidiary.
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22 @#fEm
(b) 7] (4
RZE—ZTFXNA=1+H  KAAAH
DIKTFTRREzEEHESBBLAENLTREN
FNEELT(ZEZENF : L+—ER
F—EBIT) -

BEXEHE
AEBEMEAERRRZBEZERAR
[EAEERSESE  URKREREMD
BRoEMFNERENE  RARUAE
BERARSRE

AEERES N E R REEELENG
B AEEFRREEKFA TR
BEBCREREERE RS RNES
MREzHBGTE  YERAREEZ
XA MEERRZEHHENERE
fEHREE

AEEEBARTAERRRERENT
Ko WE BRI E R B A PR R B
HENGEE - BEREFEBEEEM
FER LD o FERERITER M
BHEAALE - BIRE MRITER - i
BIERCRE S M IR A o

RIZE-TFRNA=ZTHZEBEXAR
(ZEZEAF - BHLZZ) °» ARAEK
EAMBRRLEZBINEERE AN
K2R ©

=<
H
H
==
izl

23 FEERRER
RS AN R RN A EE (S
A=+RH) k2 EHENHEB LT MK
AHERR G REE - 2 EHES
WEATEEREREARATRE
THRELEREYMEZHBRF - &
BHEZ s BHEERAN GRS
i‘%o

22 RESERVES (continued)

(b) The Company (Continued)

The aggregate amount of the Company’s reserves available for
distribution to equity shareholders of the Company at 30 June 2010
was $9,588 million (2009: $9,161 million).

Capital management

The Group's primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern, so that
it can continue to provide returns for shareholders and benefits to
other stakeholders, and to secure access to finance at a reasonable
cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholders’
returns that might be possible with higher levels of borrowings and
the advantages and security afforded by a sound capital position, and
makes adjustments to the capital structure in the light of changes in
the Group's business portfolio and economic conditions.

The Group monitors its capital structure by reviewing its gearing
ratio and cash flow requirements, taking into account its future
financial obligations and commitments. The gearing ratio represents
the proportion of net debt to equity plus net debt. Net debt
represents bank loans and finance lease obligations, less cash and
deposits with banks. Equity comprises shareholders’ equity and non-
controlling interests.

The gearing ratio as at 30 June 2010 is 0% (2009: 3%). Neither
the Company nor any of its subsidiaries are subject to externally
imposed capital requirements.

23 NON-CONTROLLING INTERESTS

Non-controlling interests represent the equity interests and the
share of profit or loss attributable to outside shareholders in respect
of its various subsidiaries that were not wholly-owned by the Group
as at 30 June which are mainly Hang Lung Properties Limited

and certain of its subsidiaries that hold investment properties in
Shanghai. Details of movement of non-controlling interests are set
out in the consolidated statement of changes in equity.
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24 GEBRETREBRME

(a) REBEEBRE

24 NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

(a) Cash generated from operations

BB EETTHE in HK$ million 2010 2009
R A% B a A Profit before taxation 30,637 7,184
R Adjustments for:
FLEHA Interest income (40) (162)
&M Finance costs 120 172
e Depreciation 24 15
TEWE 2 ANFE G Increase in fair value of investment properties (21,626) (3,644)
JE{E A E AR @A Share of profits of jointly controlled entities (262) (181)
EEREEMA Employee share-based payments 134 134
FEMEZRLD /(M) Decrease/(Increase) in properties for sale 1,798 (64)
RRER 2D Decrease in mortgage loans 11 10
FEUBR R R H A FEUR 2 (3800),~  (Increase)/Decrease in trade and other

Vo receivables (849) 586
FE BT BB 28N, Cfi2*)  Increase/(Decrease) in creditors and accrued

expenses 365 (168)

Bz e 23800 Increase in deposits received 93 78
RELEEF RS Cash generated from operations 10,405 3,960

(b) A-—ZT—FE,xA=+H 4% (b) At30June 2010, the Group had cash and deposits with banks
ZHERIBETERA—A — of $11,852 million (2009: $9,632 million) which were interest-
TEEFTZEEXT(ZEE A bearing at an average rate of 0.3% (2009: 1.6%) per annum
F: A+ RNE=TZ88871T)" with geographical and currency distribution as follows:
RESFESFEH=E (—F
TAE: —BNE) S Kb

@ REEIMmIT
I
R B A 3D
BB Mainland 5T
Hong Kong China Total
2010

BT Hong Kong Dollars 38% 20% 58%
eV United States Dollars 15% 12% 27%
AR Renminbi - 15% 15%
53% 47% 100%

2009
BT Hong Kong Dollars 20% 9% 29%
ETT United States Dollars 32% 25% 57%
AR Renminbi = 14% 14%
52% 48% 100%
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25 HARERE
RAA=+BZARBENT :

25 CONTINGENT LIABILITIES

At 30 June, contingent liabilities were as follows:

7~ a) Company

M EEITATE in HK$ million 2010 2009
B AR FTESZIRTEE Guarantees given to banks to secure credit
iRt 2 &R facilities drawn by subsidiaries 4,361 5,325

ARBILEGLHE AR EEREMIR
TEEREZ ERERETMELTHA -
AZEEERRITEEZRAFEEE
A ERERRE (ZTTNF
&) o

26 &iE
(a) RANAZ=Z+HREEARYBERE B
7 BAEENT

The Company has not recognized any deferred income for the
guarantees given in respect of borrowings and other bank facilities
for subsidiaries as their fair value cannot be reliably measured and
their transaction price was $Nil (2009: $Nil).

26 COMMITMENTS
(a) At 30 June, capital commitments not provided for in the
financial statements were as follows:

%® Group

B RETHE in HK$ million 2010 2009
BELD Contracted for 4,167 4,461
BEIREERAREL Authorized but not contracted for 16,454 17,990
20,621 22,451

AT EBERASER T E A
ZEBTERIBRENMEREEZ L
PR B2 SR ARRAAA

(b) AERERE+FRNERZ AR
HEXBEOBERAE TR -ET
MHOBERSENRRAMEE 2

The above commitments include mainly the land costs and
construction related costs to be incurred in respect of the Group’s
development of its investment properties in various cities in
Mainland China.

(b) The Group leases certain properties under non-cancellable
operating leases expiring within ten years. Certain leases
include contingent rentals calculated with reference to revenue

SARFE - WNNA=+H £k from the properties. At 30 June, total future minimum lease
SVENZESEEMT payments were as follows:
T I —
% & Group
BEEETIHE in HK$ million 2010 2009
—&FR Within 1 year 92 92
—FRERFNAN After 1 year but within 5 years 46 138
138 230
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27 EEEA

(a) EAKER
AEBEAHEERIATHIGEKRS
HE - RHET2EER BB
NAIFAAEE  THILESLEBE
12 EAEEEEDFIRE o

BERBEDZEEZEAFEZET
BAOLER - BEBDLERREFEM
EFfTR - EERENA2BESAKHE
HRATR h % et &) - HER W 2 HRTY
BMAFTBIES ZHERN - AEBEAEF
FEEEAKFEMEREEARKEEES
ZREBBAESKERP - AREAK
BNz RO D B BFERAREE
I 8 DAL 75 SRR R » REBRF R
ZHFBBER-—ThAhAELT(ZETH
F:—-Tha&T)  MBEAREZZ
RURBEFEBEBROTET (Z2F
NE:=+&x)-

—IEEREFERIIEAEEFE ([981E
EFHE]) BRI - R BB R HEE
e - BIREREDHIREEZEAA
BBA(ERA-8T) 2ADZhE
R BIMEHRR - REBEZHAE 2R
IR sRENER 2 RPYX5I AR B
SNz RE#DE - AEBRAFEANE
hrz2BeHAEER=8T (=F
TNF:ZHET) °

HRAREEZRREE—HEH S
R o8 TE S RGBSR IRGT B ([HRER
REHEN]) - BSORIGT 8 SR ia & 5t &
ZREERMER - M ES A — R MEE
B2 EBFRING B aEEE -
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27 EMPLOYEE BENEFITS

(a) Retirement benefits

The Group operates a defined contribution provident fund scheme
for its employees. The assets of the scheme are held separately
from those of the Group by an independent corporate trustee and
managed by professional fund managers.

Contributions are made by both the employer and the employees at
a certain percentage of employees’ basic salaries, the percentage
varying with their length of service. When an employee leaves the
scheme prior to his or her interest in the Group’s contributions being
fully vested, forfeited contributions are credited to reserves of the
fund. Depending on the level of reserves, the Group may direct

the trustee to credit dividends to members' accounts out of the
reserves of the fund. The Group's contributions may be reduced by
the forfeited contributions, but there was no such reduction of the
Group's contributions during the year. Total contributions made by
the Group for the year amounted to $19 million (2009: $19 million)
and forfeited sums credited to reserves amounted to $0.4 million
(2009: $0.3 million).

A master trust Mandatory Provident Fund Scheme (the “"MPF
Scheme”) is operated by an independent service provider.
Mandatory contributions are made by both the employer and the
employees at 5% of the employees’ monthly relevant income, up
to a limit of $20,000. The Group’s contributions will be fully and
immediately vested in the employees’ accounts as their accrued
benefits in the scheme. Total MPF contributions made by the Group
for the year amounted to $3 million (2009: $2 million).

As the Group's provident fund scheme is an MPF Exempted
Occupational Retirement Scheme (the “ORSO Scheme”), eligibility
for membership of the ORSO and MPF schemes is identical. New
employees are offered a one-off option to join either the ORSO or
the MPF scheme.
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27 EMPLOYEE BENEFITS (continued)

(a) Retirement benefits (Continued)

Staff in the Company’s subsidiaries operating in Mainland China,
are members of a retirement benefits scheme (the “Mainland RB
Scheme”) operated by the local municipal government in Mainland
China. The only obligation of the subsidiaries in Mainland China

is to contribute a certain percentage of their payroll to Mainland

RB Scheme to fund the retirement benefits. The local municipal
government in Mainland China undertakes to assume the retirement
benefits obligations of all existing and future retired employees

of subsidiaries in Mainland China. Total contributions made by
subsidiaries in Mainland China for the year amounted to $13 million
(2009: $10 million).

(b) Equity compensation benefits

The Company

The Company has a share option scheme which was adopted on 24
November 2000, whereby the Board of Directors (the “Board"”) of
the Company is authorized to grant options to selected participants,
including employees and directors of any company in the Group, to
subscribe for shares of the Company as incentives or rewards for
their contributions to the Group. The exercise price of the options

is determined by the Board at the time of grant, and shall be the
highest of the nominal value of the shares, the closing price of the
shares at the date of grant and the average closing price of the
shares for the five business days immediately preceding the date

of grant. The period open for acceptance of the option and amount
payable thereon, the vesting period, the exercisable period and the
number of shares subject to each option are determined by the
Board at the time of grant. The scheme remains in force for a period
of 10 years commencing on its adoption date and will expire on 23
November 2010.

Hang Lung Properties Limited

The Company'’s subsidiary, Hang Lung Properties Limited (“HLP")
has a share option scheme which was adopted on 22 November
2002, whereby the Board of HLP is authorized to grant options

to selected participants, including employees and directors of

any company in the HLP group, to subscribe for shares of HLP

as incentives or rewards for their contributions to HLP group. The
exercise price of the options is determined by the Board of HLP

at the time of grant, and shall be the highest of the nominal value
of the shares, the closing price of the shares at the date of grant
and the average closing price of the shares for the five business
days immediately preceding the date of grant. The period open for
acceptance of the option and amount payable thereon, the vesting
period, the exercisable period and the number of shares subject to
each option are determined by the Board of HLP at the time of grant.
The scheme remains in force for a period of 10 years commencing
on its adoption date and will expire on 21 November 2012.
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27 {EEE*U (&) 27 EMPLOYEE BENEFITS (continued)
(b) BROBHERF @ (b) Equity compensation benefits (Continued)
FRRRRRMOEAE 2 ZEIT The movements of share options of the Company during the year

are as follows:

RSB
Number of share options
RZEENF RZE—ZF RintAE  11E
+A—H NA=TH 218 (B)
AR T AR T Period during ~ Exercise
R EE Outstanding on BRI BiTlE B4 Outstanding on which options price
Date granted 1 July 2009 Granted Exercised Lapsed 30 June 2010 are exercisable (HKS)
—EEEF_AZ+IHH 3,210,000 - (3,210,000) - - ZET-F%-FA-tWmEZ 6.12
24 February 2000 (B 1) “E-TF-A=+=H
(Note 1) 24 February 2001 to
23 February 2010
“T2—F+—H—H% 1,370,000 - (1,250,000) - 120,000 “TE-F+—H—H% 5.87 -
—ZT—4$+-AtR iz 2) “E—F+-AXH 6.83
1 November 2001 to (Note 2) 1 November 2002 to
7 December 2001 6 December 2011
“ETMERA-1H 11,300,000 - (435,000) - 10,865,000 “TERFRA-THE 9.45
20 May 2004 (PirEE 2) ZE-MERATNE
(Note 2) 20 May 2005 to
19 May 2014
o = 77,000 = = = 77000 ZEEAE+—A—HE 14.70
1 November 2005 “Z-RFTA=1—H
1 November 2006 to
31 October 2015
ZEERFT—AZTAH 11,400,000 - = = 11400000 =ZTtE+—A=THE 2052
20 November 2006 2 RET—At+NH
20 November 2007 to
19 November 2016
485t Total 27,357,000 - (4,895,000) - 22,462,000

Lt AR AR A B EAfEst—  All the above options may vest after one to five years of the grant
ThE%ERB W RELEBAE+EFE date and are exercisable up to the tenth anniversary of the date of
STHERBIITIE - B PR MDERREE S Lk o grant, after which they will lapse. No options were cancelled during
F A AR D HARE W A 8H - the year.

W EFRESTE RO BEEEERETFER Note 1:The weighted average closing prices of the shares immediately before the dates of
Bz A mE R mESA=THETHRA exercise of options by the director and the employee were $3750 (2009: $Nil) and $37.90
(—ZZHE &) R=t++tThE (—TTH (2009: $23.50) respectively.

FZF=ZThA) -

iz EEREETE RN R EEETER Note 2:The weighted average closing prices of the shares immediately before the dates of
R METHRTESA=T+TER exercise of options by the director and the employees were $37.05 (2009: $Nil) and $39.10
W(ZZZNF 8\ k=thrn—A (ZZEZ (2009: $26.77) respectively.
NF - Z+AmEAEN) -
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27 {EE?E%U (&) 27 EMPLOYEE BENEFITS (continued)

(b) ROPBERN @ (b) Equity compensation benefits (Continued)

(i) MEREITEZARFRNDEEZEE () Movements in the number of share options of the Company
REB@METHITEEZEHN outstanding and their related weighted average exercise prices
™~ are as follows:

2010 2009
T i
TEE 1T1E(E
(A7) (L)
Weighted Weighted
average G average sl
exercise HAkEEr B exercise HiEZE
price. Number of price Number of
(HK$) options (HKS) options
WA —BEREITE Outstanding at 1 July 13.51 27,357,000 13.46 27,607,500
21T{E Exercised 6.35 (4,895,000) 8.12 (250,500)
RN A =+ BiEARHEITE Outstanding at 30 June 15.07 22,462,000 13,561 27,357,000
RNA=Z+BAF1IE Exercisable at 30 June 13.68 19,430,000 11.66 21,637,750
REATEZRDEARITEERZ The weighted average share price at the dates of exercise for
EFARBA=T N NT— A (= share options during the year was $38.10 (2009: $25.37).

TEIAF S TRET=AL) -

(i) AEZREMABITEZRMDEE (i)  The weighted average remaining contractual life of options

MEFHFBREOA R —F outstanding at the balance sheet date was 5.2 years (2009: 5.3
(ZZZENF : AH=F) - years).
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27 {EEE%U (%&) 27 EMPLOYEE BENEFITS (continued)
(b) BROFHERF @ (b) Equity compensation benefits (Continued)
FREEMERDBAE 2 ZeHHW The movements of share options of HLP during the year are as
K follows:
e
frin ERrERIE
Number of share options
RZZENGF RZT-ZF RiDEE  {TRE
tHA—A ~A=1AH Z21fE8  (B)
AR T AR T Period during ~ Exercise
=k Outstanding on B 178 B4 Outstanding on which options price
Date granted 1 July 2009 Granted  Exercised Lapsed 30 June 2010 are exercisable (HKS)
“EEMERA-TH 21,154,000 - (11,759,000) = 9,395,000 “TERERA-THE 9.20
20 May 2004 —T-WERATNR
20 May 2005 to
19 May 2014
eSSy el = 1,206,000 = (400,000) = 806,000 “ETFNA-RE 11.40 -
“ZTRET-H-AH —Z-RFtTA=1-H 12.35

1 September 2005 to
1 November 2005

“EEF+—AtTmEZ 24,614,000

“ZT+F=AT+NA
14 November 2006 to
19 March 2007

“TTLFLA=RAZE 80,770,000

“EEN\ETZA=1T—H
3 July 2007 to
31 December 2008

1 September 2006 to
31 October 2015

(1,150,000)  (330,000) 23,134,000 —ZTLF+—ATMAZE 16.75-
—E—+tF=A+/\A 22.60

14 November 2007 to

18 March 2017

(210,000) (880,000 79,680,000 “TE)\FtA=HZE 1736-
T \F+ZA=FH 2790

3 July 2008 to

30 December 2018

“EENFT—A=THE - 25,650,000 = - 25,650,000 —E—E+—H=+HE 2646-
“E-TF A-H T ZFRA=1—H 2888
30 November 2009 to 30 November 2011 to

1 June 2010 31 May 2020

&zt Total 127,744,000 25,650,000 (13,519,000) (1,210,000) 138,665,000
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Bt Fr B B EARE R X R B AR
AAERFREE YAIRELA
Hi+FEMATTTEE - LIR A fn Bi4E
&SRR o F ML v ) BIRE 4 A

All the above options may vest after one to five years of the
grant date and are exercisable up to the tenth anniversary of
the date of grant, after which they will lapse. No options were
cancelled during the year.

EEEEERATE —TTN/ —ZFFH



27
(b)
(iii)

EERH @
BRAHERR 5

AR AT T 30 2 1B [ bt 2 A4 HA R B
BREEENEFSITEB 2
LN

27
(b)
(iii)

EMPLOYEE BENEFITS (continued)

Equity compensation benefits (Continued)

Movements in the number of share options of HLP outstanding
and their related weighted average exercise prices are as
follows:

2010 2009
=R IS
1TfE(E 1TfE(E
(&) (BT)
Weighted Weighted
average G average i1
exercise HAREE B exercise ERtEEr B
price. Number of price  Number of
(HK$) options (HK$) options
Rt A —BEAREITE Outstanding at 1 July 18.30 127,744,000 18.38 82,250,000
2% Granted 26.51 25,650,000 18.30 47,650,000
B17fE Exercised 10.16 (13,519,000) 9.85 (536,000)
B R Lapsed 20.32 (1,210,000) 24.71 (1,620,000
RN A=+H KRB TE Outstanding at 30 June 15.84 138,665,000 18.30 127,744,000
RN A=+BaF1T{E Exercisable at 30 June 16.22 30,161,400 13.63 35,417,700

(iv)

EEMEROREZE LB A2
WMEBENF_t+RTAhARLE=
Tt NA(ZETAF: +tT
—A\l==+HT) °

WERE SRR R i
BB B2 AT
ENETHRTRES A=+
RAZ (CETAE &) R
+AEmE Il (CBEAF =
B -

RERITEZRODETEER 2
ERBEMEFHRER-—TLT
A (ZTTAF: —+xFH
A7) -

RAEE B R ARIRIT 2 By Bt 2
MEFOFRGANRALHAF
(ZTZTNF - LHAF) -

(iv)

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

The closing prices of the shares of HLP immediately before
the date of grant range from $25.95 to $27.60 (2009: $1722 to
$25.00).

The weighted average closing prices of the shares of HLP
immediately before the dates of exercise by the directors and
the employees during the year were $2753 (2009: $Nil) and
$28.42 (2009: $20.06) respectively.

The weighted average share price of HLP at the dates of
exercise for share options during the year was $2791 (2009:
$20.56).

The weighted average remaining contractual life of options
outstanding at the balance sheet date was 7.6 years (2009: 79
years).
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27
(b)
(v)
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27
(b)
(V)

EMPLOYEE BENEFITS (continued)

Equity compensation benefits (Continued)

The weighted average value per share option granted during
the year estimated at the date of grant using a Black-Scholes
pricing model taking into account the terms and conditions
upon which the options were granted was $8.4. The weighted
average assumptions used are as follows:

(E1E3 S

HLP

T A2 iR E Share price at grant date $26.16
7B Exercise price $26.51
IR B A 2 Risk-free interest rate 1.9%
TEETEH (4F) Expected life (in years) 6
] Volatility 04
TEHEARAR B Expected dividend per share $0.68

(vi)
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BT (ZZTNF : TR
Br)

(d) mRAELE: —FZE=1+8&

T(ZEZAE  —TFThAER
TET) BERARELER
SEEEZERLtANLTE
TR

(vi)

The volatility measured at the standard deviation of expected
share price returns is based on statistical analysis of daily share
prices over the one year immediately preceding the grant date.
Expected dividend per share is based on historical dividend.
Changes in the input assumptions could materially affect the
fair value estimate.

In respect of share options of the Company and HLP granted
to the directors of the Company and HLP the related charge
recognized for the year ended 30 June 2010, estimated in
accordance with the Group’s accounting policy in note 1(v)(2)
was as follows:

(@ Mr Ronnie C. Chan, $31.2 million (2009: $31.1 million);
(b)  Mr Nelson W.L. Yuen, $29.7 million (2009: $29.1 million);
(c) MrTerry S. Ng, $24.2 million (2009: $24.0 million);

(d)  MrWilliam PY. Ko, $20.3 million (2009: $19.6 million),

including the charge of $79 million in relation to his
employment as director of the Group; and
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HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

EMPLOYEE BENEFITS (continued)

Equity compensation benefits (Continued)

(e} Mr Henry TY.Yiu, $3.4 million in relation to his
employment as employee of the Group (appointed as
director of HLP on 9 February 2010).

In addition, the charge for share-based payments in relation to
the individual with the fifth highest emoluments for the year
ended 30 June 2009 amounted to $0.9 million.

RELATED PARTY TRANSACTIONS

The Group has a 20% interest in a jointly controlled entity
which participated in the development of Package One of the
MTRC Tung Chung Station Development Project. At 30 June
2010, the Group advanced to this jointly controlled entity a
total of $740 million (2009: $794 million). All advances are
unsecured, non-interest bearing and repayable on demand.

During the year ended 30 June 2010, two directors of the
Company entered into the sale and purchase agreements to
acquire four units of the Group's residential development, The
HarbourSide, at a total consideration of $85 million on the same
pricing and payment terms offered to all purchasers. There was
no outstanding balance at 30 June 2010.

Emoluments to directors and key management has been
disclosed in notes 6 and 27(b).
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

Exposure to interest rate, liquidity, credit and currency risks arises in

the normal course of the Group’s business. The Group has policies

and practices approved by management as described below in

managing these risks.

(a) Interest rate risk

The Group's interest rate risk arises primarily from deposits with
banks and borrowings issued at floating rates. Interest rate trend
and movements are closely monitored and, if appropriate, existing
borrowings will be replaced with new bank facilities when favourable
pricing opportunities arise.

The interest rates of interest-bearing financial assets and liabilities
are disclosed in notes 17, 20 and 24(b).

Based on the simulations performed at year end in relation to the
Group's bank deposits and borrowings, it was estimated that the
impact of a 100 basis-point increase in market interest rates from
the rates applicable at the year end date, with all other variables held
constant, would increase the Group's profit after taxation and total
equity by approximately $10 million (2009: decrease by $53 million).

This analysis is based on a hypothetical situation, as in practice
market interest rates rarely change in isolation, and should not be
considered a projection of likely future profits or losses. The analysis
assumes the following:

—  changes in market interest rates affect the interest income and
interest expenses of floating rate financial instruments and

bank borrowings; and

- all other financial assets and liabilities are held constant.
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29 BI¥EREEBEERBEK @ 29 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(b) RBEZRM (b) Liquidity risk

rEEEEEEBMETERARALQRNLE  The Group manages its surplus cash centrally and the liquidity risk of

MBARzAHRE RREE SRR the Company and its subsidiaries at the corporate level. The objective

SHhEMREEF TN IS REBFE 2R s to ensure that an adequate amount of cash and committed bank

TRE  UEME2EES 2F K - & faclities are available to meet all funding requirements. Significant

EBEFEBTRKREZEEEEEMEIEE  flexibility is maintained through diverse sources of committed credit

tEERDE  WEEREER ZH#E lines to respond to unforeseeable opportunities and events.

NI o

BRRNMBRALRE
Contractual undiscounted cash flow
—EMERN —ERFR

REE —FR Between Between AEHE

Carrying 5t Within 1and 2 and Over

LA EETtE in HK$ million amount Total 1 year 2 years 5 years 5 years

RITER Bank loans 10,790 11,251 3,311 6,594 1,075 271
JEnEEE B AE Non-current finance lease

obligations 168 176 - 141 B -

FEfTBRZ R Efti Rz Trade and other payables 3483 3,500 2,526 566 272 136

R=ZZ-FFxXA=1+H At30June 2010 14,441 14,927 5,837 7,301 1,382 407

BRAFRRSRE

Contractual undiscounted cash flow

—EMEARN —ERFR

REE —FR Between Between

Carrying et Within 1 and 2 and

WEBEETHE in HK$ million amount Total 1 year 2 years 5 years

BITEX Bank loans 9,966 10,283 888 1,110 8,285

FEEE Floating rate notes 1,500 1,505 1,505 = =
IR A A Non-current finance lease

obligations 287 312 = 136 176

TERN RN R Efh E (7R Trade and other payables 2,387 2,411 1,421 357 633

RZZENE A=TH At 30 June 2009 14,140 14,511 3814 1,603 9,094

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(c) Credit risk

The Group's credit risk is primarily attributable to trade receivables

and deposits held with reputable banks and financial institutions.

It maintains a defined credit policy including stringent credit
evaluation on and payment of a rental deposit from tenants. Except
for sale of properties developed by the Group, it does not hold any
collateral over the receivables. Receivables are regularly reviewed
and closely monitored to minimize any associated credit risk.

The Group does not engage in any derivative transactions. Surplus
cash is placed with reputable banks and financial institutions in
accordance with pre-determined limits based on credit ratings and
other factors to minimize concentration risk.

Except for the financial guarantees given by the Company as set out
in note 25, the Group does not provide any other guarantee which
would expose the Group or the Company to material credit risk.

There are no significant concentrations of credit risk within the
Group.

The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated balance sheet.

(d) Currency risk

Currency risk arises when recognized assets and liabilities are
denominated in a currency other than the functional currency of the
Group's entities to which they related. The Group maintains certain
bank deposits denominated in United States dollars amounting to
US$406 million (2009: US$696 million). Given that Hong Kong dollars
are pegged to United States dollars, the resulting currency risk on
such deposits is considered insignificant.

The Group also engaged in property development and investments
in Mainland China through its local subsidiaries whose net assets
are exposed to foreign currency risk. Where appropriate, the Group
seeks to hedge investments in Mainland China through borrowings
denominated in Renminbi.
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29 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(d) Currency risk (Continued)

Management estimated that a 1% appreciation/depreciation of

Renminbi against Hong Kong dollar would not have a material effect

on the Group’s profit and the Group’s equity would be increased/

decreased by $210 million (2009: $112 million).

The above analysis has been determined assuming that the change
in foreign exchange rates had occurred at the balance sheet date and
that all other variables, in particular interest rates, remain constant.

(e) Fair value
Unlisted investments for which their fair values cannot be reliably
measured are stated at cost less impairment losses.

The fair values of trade and other receivables, trade and other
payables, cash and deposits with banks and bank loans are
considered to approximate their carrying amounts.

30 SIGNIFICANT ACCOUNTING ESTIMATES AND
JUDGMENTS

Key sources of estimation uncertainty

Note 27(b) contains information about the assumptions and their risk

relating to fair value of share options granted. Other key sources of

estimation uncertainty are as follows:

(a) Valuation of investment properties and investment
properties under development
The investment properties and investment properties under
development of the Group were revalued at balance sheet date
by independent professionally qualified valuers on a market value
basis. For the completed investment properties, the valuers have
valued such properties with reference to market evidence taking
into account the rental income of the properties. The assumptions
adopted are based on the market conditions existing at the balance
sheet date, with reference to current market sale prices for similar
properties in the same location and condition and the appropriate
capitalization rate. For the investment properties under development,
the valuers have valued such properties as if they were completed
in accordance with the relevant development plan allowing for any
future construction and other relevant costs required for completion
of the development, and where appropriate, by reference to the
comparable market sale and purchase transactions.
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30 SIGNIFICANT ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

Key sources of estimation uncertainty (Continued)

(b) Properties held for sale

The Group determines the net realizable value of unsold properties

based on estimation of future selling price less costs to be incurred

in relation to the sale, with reference to the prevailing market data

and market survey reports available from independent property

valuers.

(c) Impairment of assets

The Group tests regularly whether goodwill and other assets

that have indefinite useful lives have suffered any impairment.
Other assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of the
asset exceeds its recoverable amount. The recoverable amount

is determined using fair value less costs to sell or value-in-use
calculations as appropriate. These calculations require the use of
estimates.

(d) Income taxes

There are transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business
and judgement is required in determining the provision for income
taxes. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the year in which such
determination is made.

(e) Recognition of deferred tax assets

The amount of the deferred tax assets included in the balance sheet
of the Group is recognized only to the extent that it is probable that
future taxable profits will be available against which the temporary
differences and unused tax losses can be utilized. The recognition

of deferred tax assets requires the Group to make judgements

or based on the assessment of future financial performance, the
amount of future taxable profits and the timing of when these will
be realized.
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31 B BERZAREE 31 FUTURE CHANGES IN ACCOUNTING POLICIES

AEBWEEFHAHBEAEGETAIAE  The Group has not early applied the following amendments, new

MR ARER2IEE] « 2RI standards or interpretations which have been issued by the HKICPA

B o AN TERTERIT A EARE  but are not yet effective. The adoption of the following amendments,

Bt BHERBRERES - standards or interpretations will not result in substantial changes to
the Group's accounting policies.

AT B Bl A& R
BEHEARAR

Effective for accounting
periods beginning on or after

HKFRSs ({£5]4) HKFRSs 2 FEIEET —EZTF—-H—H
HKFRSs (Amendments) Annual Improvement to HKFRSs 1 January 2010
HKFRS 2 ({&5]7) Wi A —E—FF—-H—H
HKFRS 2 (Amendments) Share-based Payment 1 January 2010
HK(IFRIC) — Int 19 URATAEECREE —T-ZEF+A—H
HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with Equity Instruments 1 July 2010
HKAS 24 (#&£E35T) HEATER —E——F—H—H
HKAS 24 (Revised) Related Party Disclosures 1 January 2011
HKFRS 8 (5T 4%) KD EL —E——%—H—H
HKFRS 8 (Amendment) Operating Segments 1 January 2011
HKFRS 9 TRTA —T—=%—H—H
HKFRS 9 Financial Instruments 1 January 2013
32 EBEF 32 COMPARATIVE FIGURES

R AHKAST (8 EFD BB HEAME  Subsequent to the application of HKAS 1 (Revised), Presentation of

]| MHKFRS 8 [#&&n 0] & » HAF  Financial Statements and HKFRS 8, Operating Segments, certain

RBTEDETRS - UFELRFEH  comparative figures have been reclassified to conform to current

WK - BEFIBENMIFE2E M o year's presentation. Further details of these developments are
described in note 2.

33 ZEHMKRRK 33 APPROVAL OF FINANCIAL STATEMENTS
BEERN-_ZE—ZTFELA=-+/\B#%HE The financial statements were approved and authorized for issue by
I FF A HIBE B Rk o the Board of Directors on 28 July 2010.
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34 FEHBAT 34 PRINCIPAL SUBSIDIARIES
RZZE—ZTFA=+H At 30 June 2010
e |
BT A R
(&) SEFTR UNCIies IR
Issued Share EmBEDL E=AN Place of
NG| Capital % Held by % Held by £ Incorporation
Company (HKS) The Group  The Company Activity  and Operations
Akihiro Company Limited 2 100 100 YERENEE a
Property development Hong Kong
& leasing
Antonis Limited* 10,000 52.6 - MEHE o
Property leasing Hong Kong
AP City Limited 2 52.6 - MERE BB
Property leasing Hong Kong
AP Joy Limited 2 52.6 - MEERREE BB
Property development Hong Kong
& leasing
AP Properties Limited MEZRREREE B
Property development Hong Kong
& leasing
[A] B 34 52.6 -
A shares
[B] &% 6 52.6 =
‘B shares
AP Star Limited* 2 52.6 - BRI E BB
Investment holding Hong Kong
AP Success Limited 2 52.6 - MEAE B8
Property leasing Hong Kong
AP Universal Limited* 2 52.6 - MERE BB
Property leasing Hong Kong
AP Win Limited* 1,000,000 52.6 - YEHE B8
Property leasing Hong Kong
AP World Limited 2 52.6 - VIR B
Property development Hong Kong
Bayliner Investment Ltd.* 8 100 100 BERIEE HBHEBRAES
Investment holding British Virgin

Islands
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34 TEMELAT @

34 PRINCIPAL SUBSIDIARIES (continued)

BEITIRR AR R
(&7T) SE AT NGINEies: R
Issued Share BmaDt Bmaoth Place of
NG| Capital % Held by % Held by 8 Incorporation
Company (HKS) The Group  The Company Activity  and Operations
Believecity Limited* 2 100 - R ERESEE B8
Investment holding Hong Kong
& securities trading
Bonna Estates Company Limited 1,000,000 52.6 - MERE BB
Property leasing Hong Kong
HBEXRARDA* 4,000,000 52.6 - MEME BB
Caddo Enterprises, Limited* Property leasing Hong Kong
RE2ARLNA* 2 52.6 - MEHE i
Carmana Limited* Property leasing Hong Kong
Cititop Limited 2 52.6 - MEZRREE BB
Property development Hong Kong
& leasing
Cokage Limited* 2 100 100 R E B8
Investment holding Hong Kong
BHERARAA] RIS E B8
Country Bond Development Investment holding Hong Kong
Limited
[A] % 990 52.0 -
A shares
[B] A& 1 52.6 =
‘B’ share
BELEFRAR] 2 100 - BRI E B
Country First Enterprises Limited Investment holding Hong Kong
ABEMERRAF] 5,000,000 56.2 - R E B8
Country Link Enterprises Limited Investment holding Hong Kong
Crest Incorporated* 16 100 - ERIEE RBERRES
Investment holding British Virgin
Islands
Curicao Company Limited* 2 100 - IR E B
Investment holding Hong Kong
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34 TEMELAT @

34 PRINCIPAL SUBSIDIARIES (continued)

BT KA R

(B7T) SERTHE NAEIFTFE BB

Issued Share BmaDt i Iay=hoNsd Place of

NS Capital % Held by % Held by 8 Incorporation

Company (HKS) The Group  The Company Activity  and Operations

Dokay Limited* 2 52.6 - MEAE BB

Property leasing Hong Kong

Dynamia Company Limited 2 100 100 YFEEREREE BB

Property development Hong Kong

& leasing

BEERGR AR PRI E BB

Ease Smart Development Limited Investment holding Hong Kong
[A] B 1 100 -

A share
Bl B 1 52.6 -
‘B’ share

REEEARRAF 2 52.6 - ERRRE BB

Easegood Enterprises Limited Investment holding Hong Kong

BREREFRAR] 2 100 100 IR E B8

Ever Brilliant Investment Limited Investment holding Hong Kong

Folabs Limited* 2 100 - YERE BB

Property leasing Hong Kong

Fu Yik Company Limited* 3 52.6 - MEAE B

Property leasing Hong Kong

EXBRAR* 2 52.6 - BRI E BB

Gala Ruby Limited* Investment holding Hong Kong

BREXARLA* 2 100 100 YEEE Bt

Glory View Properties Limited* Property leasing Hong Kong

Gowily Limited 2 52.6 - MERE B8

Property leasing Hong Kong

Grand Centre Limited 4 52.6 - MEME B

Property leasing Hong Kong

Grand Hotel Group Limited 10,200 52.6 - REBEAEFELERER B

Apartment operating Hong Kong

& management
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34 FEMBLATE @ 34 PRINCIPAL SUBSIDIARIES (continued)
I

BTN EaliTDAVIN
(#7T) e iEs NGIliES R
Issued Share BmAD i Iay=hoNsd Place of
NG| Capital % Held by % Held by ESs Incorporation
Company (HKS) The Group  The Company Activity — and Operations
REBEESEBR AR ERIRE &
Grand Hotel Holdings Limited Investment holding Hong Kong
Al B 62,163,123 52.6 -
A shares
Bl Bk 6,000,000 52.6 -
‘B’ shares
BERRAR AT 2 100 100 MEER i
Great Cheer Development Property development Hong Kong
Limited
Hang Chui Company Limited 2 52.6 - YEHRE B
Property leasing Hong Kong
Hang Far Company Limited* 2 52.6 - R E BB
Investment holding Hong Kong
BREBR AR 200 52.6 - MEHE B
Hang Fine Company Limited Property leasing Hong Kong
Hang Kwok Company Limited* 10,000 52.6 - YR E B
Property leasing Hong Kong
Hang Lick Company Limited* 10,000 52.6 - MEHRE B
Property leasing Hong Kong
1Bf# (1780 BRAR 10,000 52.6 - EIEMRT B8
Hang Lung (Administration) Management services Hong Kong
Limited
Bi& (hE) BRAF 2 100 100 ERIRE o
Hang Lung (China) Limited Investment holding Hong Kong
B (K&) BRAF 1 52.6 - BRI E BB
Hang Lung (Dalian) Limited Investment holding Hong Kong
BECEBRAR* 2 100 100 ERIEE BB
Hang Lung Enterprises Limited* Investment holding Hong Kong
BRMEEERRAR 2 100 100 B G
Hang Lung Financial Services Financial services Hong Kong
Limited
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34 TEMELAT @

34 PRINCIPAL SUBSIDIARIES (continued)
S

BT EaliTDAVIN
(&7T) ESEiEs NGIliES =R
Issued Share BmaDt i Iay=hoNsd Place of
NG| Capital % Held by % Held by ESs Incorporation
Company (HKS) The Group  The Company Activity  and Operations
EBEKERRLF* 2 100 100 BRI E i
Hang Lung Investments Limited* Investment holding Hong Kong
B8k (1% ) ARAR] 1 52.6 - BRI E i
Hang Lung (Jiangsu) Limited Investment holding Hong Kong
152 (&R) BRAR 1 52.6 - BRI E BB
Hang Lung (Jinan) Limited Investment holding Hong Kong
BiE (B%) ARAF 1 52.6 - ERIRE 5
Hang Lung (Liaoning) Limited Investment holding Hong Kong
Hang Lung Park-In Limited 2 52.6 - YENRE B
Property leasing Hong Kong
BEIRKRIBRLF* 10,000 52.6 - TiRAREE Bk
Hang Lung Project Management Project management Hong Kong
Limited*
B ERR AR 4,159,167,670 52.6 - AR A &
Hang Lung Properties Limited Investment holding Hong Kong
ERNEERERR A 100,000 52.6 - MERER BB
Hang Lung Property Property management Hong Kong
Management Limited*
BRwEREARQT* 2 52.6 - /ESpet BB
Hang Lung Real Estate Agency Property agencies Hong Kong
Limited*
Bi& (&) ARAA 2 52.6 - R E B8
Hang Lung (Shenyang) Limited Investment holding Hong Kong
B2 (X&) BRAF 2 52.6 - IR E G
Hang Lung (Tianjin) Limited Investment holding Hong Kong
BEEEREARAR 2 100 100 B B8
Hang Lung Treasury Limited Financial services Hong Kong
f8f& (f&85) BRAF] 1 52.6 - IR E B
Hang Lung (Wuxi) Limited Investment holding Hong Kong
Hang Wise Company Limited* 200 100 100 MERE BB
Property leasing Hong Kong
Hantak Limited 2 100 100 ERIRE Eo
Investment holding Hong Kong
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34 EMBEATE @) 34 PRINCIPAL SUBSIDIARIES (continued)

BT AR R

(&7T) SERTH NGINEies: BB

Issued Share BmaDth i ay=hoNsd Place of

NS Capital % Held by % Held by 8 Incorporation
Company (HKS) The Group  The Company Activity — and Operations
Hebo Limited 2 100 100 EEd B
Property development Hong Kong

HL Enterprises Limited* 2 100 100 RIS E B
Investment holding Hong Kong

BiekE (ELE) BRAF* 2 100 100 B £
HL Mortgage (HTG) Limited* Financial services Hong Kong
BE%RE (RRE) ARAR* 2 100 100 85 5
HL Mortgage (NH) Limited* Financial services Hong Kong
BE%RE (RERE) BRAF* 2 100 100 R BE
HL Mortgage (NP) Limited* Financial services Hong Kong
BEmE (hE) BRAF 2 52.6 - R E BB
HLP (China) Limited Investment holding Hong Kong
HLP Fortune Limited 1 52.6 - MR B
Property development Hong Kong

BEMERERRAR 2 52.6 - B EE
HLP Treasury Limited Financial services Hong Kong
HLP Treasury Services Limited* 2 52.6 - RIS E B
Investment holding Hong Kong

Hoi Sang Limited* 2 52.6 - BRI E BB
Investment holding Hong Kong

Kindstock Limited* 2 100 - IR A B
Investment holding Hong Kong

L BRAR* 1,000,002 52.6 = MEEERE BB
Lockoo Limited* Property development Hong Kong
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34 TEMELAT @

34 PRINCIPAL SUBSIDIARIES (continued)

BT AR R

(&7T) SERTH NGINEies: BB

Issued Share BmaDt i Iay=hoNsd Place of

NS Capital % Held by % Held by £ Incorporation

Company (HKS) The Group  The Company Activity  and Operations

BEREBRAF 10,000 100 - R E BB

Luckyson Investments Limited Investment holding Hong Kong

fExiziE (FFsE) BRAR* 20 89.7 - 8175 B8

Lungsun Mortgage (PV) Limited* Financial services Hong Kong

Magic Modern International 1 52.6 - BE &5

Limited* Advertising Hong Kong

Mansita Limited* 2 52.6 - MEEE BB

Property leasing Hong Kong

Modalton Limited 2 52.6 - MEME BB

Property leasing Hong Kong

Monafat Limited* 2 52.6 - MEHRE BB

Property leasing Hong Kong

HBRBRAR 2 100 - YMEEE B

Nikco Limited Property leasing Hong Kong

BERERRLDE* 10,000 100 - YMEHE B8

Ocean Time Investments Property leasing Hong Kong
Limited*

Ottringham Limited* 20 52.6 - MEAE B

Property leasing Hong Kong

Palex Limited* 2 52.6 - YEHE BB

Property leasing Hong Kong

Paradot Limited* 2 100 100 YIHEERE BB

Property development Hong Kong

Pocaliton Limited 2 52.6 - YIERE B8

Property leasing Hong Kong

Promax Limited 2 89.7 - YRR BB

Property development Hong Kong

BEBR AR 1,560,000 100 100 ERIE A BB

Prosperland Housing Limited Investment holding Hong Kong
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34 TEMELAT =@

34 PRINCIPAL SUBSIDIARIES (continued)

BEEITIRR AR R

(&7T) SERTH NGINEies: R

Issued Share BmaDth i ay=hoNsd Place of

NG| Capital % Held by % Held by Es Incorporation

Company (HKS) The Group  The Company Activity  and Operations

Purotat Limited* 2 100 100 IR E BB

Investment holding Hong Kong

Rago Star Limited 2 52.6 - MERE BB

Property leasing Hong Kong

Rioloy Limited 2 52.6 - MRS BB

Property leasing Hong Kong

Ronhero Limited* 2 52.6 - MEHE i

Property leasing Hong Kong

Scotat Limited 2 89.7 - ZERRITE B

Investment holding Hong Kong

HXEEERAF] 20 100 100 MEERNEE B

Stanman Properties Limited Property development Hong Kong

& leasing

Stooket Limited 2 52.6 - MEME B

Property leasing Hong Kong

Style Giant Limited 2 89.7 - b Eyi B

Property development Hong Kong

BRERARAR 2 100 100 MEERE BB

Success Cosmos Development Property development Hong Kong
Limited*

Tegraton Limited 2 52.6 - YEHE BB

Property leasing Hong Kong

Topnic Limited 2 100 100 MRS BB

Property leasing Hong Kong

Velan Limited 2 100 100 e B

Property development Hong Kong

BME X AR AR 100,000 52.6 - MEME B

Wai Luen Investment Company, Property leasing Hong Kong
Limited*

Wililoy Limited* 2 52.6 - MEEE B

Property leasing Hong Kong
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34 TEMELAT @

34 PRINCIPAL SUBSIDIARIES (continued)

Properties Ltd.

BT AR R
(&7T) SERTH NGINEies: BB
Issued Share BmaDt i Iay=hoNsd Place of
NS Capital % Held by % Held by £ Incorporation
Company (HKS) The Group  The Company Activity  and Operations
Yangli Limited* 2 52.6 - MEAE BB
Property leasing Hong Kong
REEFR AR 1,000 100 100 R ERESEE E
Yee Fly Investment Limited* Investment holding Hong Kong
& securities trading
Zarat Limited* 2 52.6 - MERE BB
Property leasing Hong Kong
e I
EaliBAVES
SEATR NCIliES: e
HE RN E B E HMER BmEIL REm A DL Place of
Wholly Foreign Owned Enterprises Registered % Held by % Held by %75 Incorporation
in Mainland China Capital ~ The Group ~ The Company Activity  and Operations
NEERMERRAR 1,542,000,0007& 7T 52.6 = MEER hEIAM
Dalian Hang Lung HK$1,542,000,000 Property development  Mainland China
Properties Ltd.
EEEEEGRAT 301,500,0005 7T 52.6 = e A
Liaoning Hang Lung US$301,500,000 Property development ~ Mainland China
Properties Ltd.
LR Bt E R R AT 255,000,0003 7T 52.6 - VS R,
Shandong Hang Lung US$255,000,000 Property development ~ Mainland China
Properties Ltd.
ESEREMERRAR 309,990,000% 70 52.6 - MEER FRE A
Shenyang Hang Lung US$309,990,000 Property development ~ Mainland China
Properties Ltd.
RRERMERRAF 1,650,000,000/% 7T 52.6 - MEER R A
Tianjin Hang Lung HK$1,650,000,000 Property development ~ Mainland China
Properties Ltd.
EHEEMEGRAR 1,902,500,000/7T 52.6 - MR B,
Wuxi Hang Lung HK$1,902,500,000 Property development ~ Mainland China
Properties Ltd.
EHEEMEBR AR 509,000,000/ 7T 52.6 = YIEERE H B A
Wuxi Hang Ying HK$509,000,000 Property development ~ Mainland China
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34 TEMELAT =@

34 PRINCIPAL SUBSIDIARIES (continued)
I

AR
AMER  REME NEIiESE M
FEIAM PRI E B E (%7T) ®HASL EmADL Place of
Equity Joint Venture Registered Capital % Held by % Held by ES Incorporation
in Mainland China (US$)  The Group  The Company Activity  and Operations
HEEREHERZERRAR 167,004,736 51.7 - WMEERREE FEIA,
Shanghai Hang Bond Property Property development ~ Mainland China
Development Co., Ltd. & leasing
HEEREERR AR 17,766,000 70 - WMERR B i
Shanghai Heng Cheng Real Estate Property development  Mainland China
Development Co., Ltd.
PEAEREREARAR 165,000,000 52.8 - MEBRERIAE At
Shanghai Kong Hui Property Property development ~ Mainland China
Development Co., Ltd. & leasing
* S EFHE M EBIEZ * Not audited by KPMG

FRIHEEZRAABYEAREB ZHEF KL The above list gives the principal subsidiaries of the Group which in
BEREAFEZFENBAA - the opinion of the directors, principally affect the profit and assets of
the Group.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2009/10

193



B ik Wk
NOTES TO THE FINANCIAL STATEMENTS

35 FESENQT 35 PRINCIPAL JOINTLY CONTROLLED ENTITIES
RZE—FFA="1H At 30 June 2010
!
BT AR R
(B7T) SEATH NCIliES: R
Issued Share EmBEDh E=ANL Place of
NG Capital % Held by % Held by £ Incorporation
Company (HK$) The Group  The Company Activity  and Operations
BEERER AR 400 25 - YEHE BB
Daily Win Development Limited Property leasing Hong Kong
fEfizE (KE) GRAF] 2 50 - B 7% o
Hang Hing Mortgage (TH) Limited Financial services Hong Kong
BEEFEREERAR 519,000 50 - B SOE K AR TS BB
Hang Lung-Hakuyosha Dry Dry and Hong Kong
Cleaning Limited laundry cleaning
Newfoundworld Finance Limited 100,000 20 - B 75 55
Financial services Hong Kong
Newfoundworld Holdings Limited 2,000,000 20 - PRSI E BB
Investment holding Hong Kong
Newfoundworld Investment 8 20 - ZEREE RBERRES
Holdings Limited Investment holding British Virgin
Islands
Newfoundworld Limited 2,000,000 20 - MR BB
Property development Hong Kong
Pure Jade Limited 1,000 20 - MR B
Property development Hong Kong
ERERARANE 3 18 - MEHE S
Star Play Development Limited Property leasing Hong Kong

FHRARWIHEREEHNES TN ERME  The above companies are not audited by KPMG.
*Z o

FRINEEZRRAYAREB Z M E  The above list gives the principal jointly controlled entities of the

BEREATEZXESGE QA - Group which in the opinion of the directors, principally affect the
profit and assets of the Group.
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TEN-YEAR FINANCIAL SUMMARY

T4 B i

UABBETE  in HKS milion 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
BEE Total assets 126,335 98,633 93,489 76,222 66508 58,704 52,004 46,416 48,921 50,234
REYE Investment properties 88,633 69,958 66,136 52,539 43,753 39,370 32,227 28658 28,461 28,530
FEME Properties for sale

- BEK - Completed 5,086 6,954 6,805 9,706 10,215 10,757 7,078 542 284 359

—ZESH - Under development 800 760 43 41 - - 5018 10,914 9,688 8,407
Be RIFITER Cash and deposits with banks 11,852 9,632 10,738 7,092 6,189 3,734 1,959 1,684 3,673 4,187
HaE Total liabilities 29,170 23591 21,432 17,733 20,182 14,738 17,538 17,185 16,540 16,101
RITER Bank loans 10,790 9,966 9,040 8,482 11,787 6,397 11,319 9,759 9473 12,320
TEER Floating rate notes - 1,600 1,500 1,500 1,500 1,500 540 540 540 540
ARRES Convertible bonds - - - - - = - 3414 3390 =
Lt Shareholders' equity 50,230 38632 36,782 29,095 25013 22839 18829 16,888 18,160 19,146
EERE (B Net assets (including

R ER) non-controlling interests) 97,165 74942 72,056 58490 46,326 43,966 34,467 29,231 32,381 34,133
2] Turnover 12,580 4,696 10,553 4,778 4,200 7,472 5,449 3,421 3,254 5,578
BRERELLR Net profit attributable to

shareholders 12,404 2,638 7,516 4,786 2,833 4,644 2,544 387 692 745

[ EAHF (FE1)  Underlying net profit (Note 1) 3,695 1454 2555 1996 950 1869 98/ 38/ 692 745

KE Dividends 1,017 941 941 813 739 725 637 584 582 582
BRER Per share data
il Eamings

—-EX - Basic $9.28 $1.98 $5.64 $3.59 $2.13 $3.50 $1.92 $0.29 $0.52 $0.56

— B8 - Diluted $9.17 $1.96 $5.56 $3.56 $2.11 $3.48 $1.91 $0.29 $0.52 $0.56
EARZM (M3E1)  Underlying eaings (Note 1)

—EX - Basic $2.76 $1.09 $1.92 $1.50 $0.71 $1.41 $0.74 $0.29 $0.52 $0.56

— 3 - Diluted $2.73 $1.08 $1.89 $1.48 $0.71 $1.40 $0.74 $0.29 $0.52 $0.56
i 8 Dividends

— g — Interim 19¢ 16.5¢ 16.5¢ 14.5¢ 14.5¢ 14.5¢ 12¢ 12¢ 12¢ 12¢

— K — Final 57¢ B¢ B4¢  46.5¢ 41¢ 40¢ 36¢ 32¢ 32¢ 32¢

=2t —Total for the year 76¢ 70.5¢ 70.5¢ 61¢ 55.5¢ 54.5¢ 43¢ 44¢ 44¢ 44¢
ARERAEDS (fi7E3)  Shareholders' equity (Note 3) $37.5  $290 $276 $218 $188 $172  $142  $127  $137  $145
BEFE (2 Net assets (including

JEERR ) non-controlling interests)

(Fg5E3) (Note 3) $726  $562  $540  $439  $348  $331  $260 $221  $245  $258
SEE () Gearing ratio (Note 2) 0% 3%  04% 6% 14% 10% 24% 31% 25% 22%
KB R Pay-out ratio 8% 36% 13% 17% 26% 16% 25% 151% 84% 78%
ERRELLER Underlying pay-out ratio

(Bi=E1) (Note 1) 28% 65% 37% 41% 78% 39% 65% 151% 84% 78%
ERITRE Number of shares issued

(AER) (in million) 1,339 1,334 1,334 1,334 1,332 1,328 1,328 1,325 1,324 1,322

B Notes:

1. BN E 7R B 2B AR IRAR - il 2 B 1. To facilitate better understanding of the Group's operational results, the underlying
F - BREM KRS LR BMBRIRE R net profit, earnings per share and pay-out ratio are presented by excluding the effect
RAAEEME A TFEEZSH M ERBELEREN of changes in fair value of investment properties and investment properties under
SEERIE R o development and their related deferred tax and non-controlling interests.

2. BEXAFEEEREMFEE LR  FEE 2. Gearing ratio represents net debt over equity plus net debt. Net debt represents bank loans,
BIRITER - RES ZEEBELRBERLY convertible bonds, floating rate notes and finance lease obligations, less cash and deposits
A - RIS RIRITER « RIERIBIERIE with banks. Equity comprises shareholders' equity and non-controlling interests.
= RIS

3. IRIEREE B 2 R EEFERDEITR 3. Based on shareholders’ equity/net assets divided by number of shares issued on the

2o
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CORPORATE INFORMATION

B=E

PRECR (% &)
BB (aEEs)*
PR P 4K (E Faesi®)

PR 4 Rt
B0E 49 exmiEE  OBE - AF#+*
PoR 4 *

BELH D CBE - A FHL*
B pungs A FaL*
=AM

*OFBMITEE
* BUFNTEE

Directors

Ronnie C. Chan (chairman)
S.S.Yin (Vice Cha/rman)*

Philip N.L. Chen (Managing Director)
Gerald L. Chan*

H.K. Cheng, 68s, 0BE, JP*

Laura L.Y. Chen*

Simon S.0O. Ip, cse Jp*

York Liao, sas, Jp*

William RY. Ko

# Non-Executive Director
* Independent Non-Executive Director

EREEY

L CBE - AT+ (£7)
BE S eumiEE - OBE - AT+
PR % 15

BYT #esgs  ATaH+

Audit Committee
Simon S.O. Ip, ¢BE, JP (Chairman)
H.K. Cheng, 6Bs, 08E, JP
Laura L.Y. Chen

York Liao, sas Jp

RERFMNEES

B8 e2HES  OBE - AT#+ (£/)
BR&E |G

B CBE - ATFa+

BT #eigs ATt

Nomination and Remuneration Committee
H.K. Cheng, GBS, OBE, JP (Chairman)

Laura L.Y. Chen

Simon S.O. lp, c8E Jp

York Liao, sBs, Jp

RERR Authorized Representatives
PoR e % Philip N.L. Chen

FEW Velencia Lee

NAME Company Secretary

FTEHW Velencia Lee

HMRER Registered Office

BERERIREEET YR
BITRITREZ+/\Z
BEE 0 2879 0111
{5H : 2868 6086

28th Floor, Standard Chartered Bank Building
4 Des Voeux Road Central, Hong Kong

Tel : 2879 0111

Fax : 2868 6086

B B A ik

4L http://www.hanglunggroup.com
FEHHE © HLGroup@hanglung.com

Internet Address
Website : http://www.hanglunggroup.com
Email address : HLGroup@hanglung.com

BB B
EHRE A EHT
ZES F]
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Auditors
KPMG
Certified Public Accountants
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LISTING INFORMATION

MRZZE—FF,XA=1H At 30 June 2010

1,339,206,242 XSGR EEAY 1.00 7T
BN EBREHARIABERAR LT

1,339,206,242 shares of HK$1.00 each listed on
The Stock Exchange of Hong Kong Limited

B 31X 5% Stock Code

EBBAZ ST Hong Kong Stock Exchange 00010
BREA Reuters 0010.HK
B Bloomberg 10HK
BFEEEN(KRM) Board Lot Size (Share) 1,000
XEERERSF American Depositary Receipt

E—HRRBEEERS) Sponsored Level-1 (Over the Counter)

FH5 R GRS E R CUSIP Number / Ticker Symbol 41043E102/HNLGY
TErEEFERMD 2= ADR : Underlying Share Ratio 15

TFREIRTT - ARAIIGIEIRTT
At

Depositary Bank: The Bank of New York Mellon

Website:

http://www.adrbnymellon.com

REBFEETE
BRPRBESELARIDA
BEERRER—BNT=%
SN O+A12

Share Registrars

Computershare Hong Kong Investor Services Limited

17th Floor, Hopewell Centre

183 Queen's Road East, Hong Kong

B Tel : 2862 8628
(U= Fax: 2529 6087
REEBRBRBAE Investor Relations Contact
TEE LSnE Velencia Lee Company Secretary
BE AL Email address : ir@hanglung.com

Jit 4 & Bt SHARE INFORMATION

Market Capitalization as at 30 June 2010: HK$56.65 billion

B&(E Price B (8 Price .
Rm &R Total Trading &= &R Total Trading
High Low Volume High Low Volume
Bl B pE B (FAR) B B 8 (FR)
HK$ HK$  No. of Shares ("000) HK$  HK$  No. of Shares (‘000)
——
2009 2008
2= Third quarter 4150 31.85 62,497 | #=2 Third quarter 35.90 23.10 85,011
097 Fourth quarter 4220 36.50 78,061 | ZPUZ Fourth quarter 27.80 18.00 105,321
2010 2009
25— First quarter 4295 32.85 74,368 | % —Z First quarter 28.80 17.62 84,460
% —Z Second quarter 43.60 35.20 54,568 | % =2 Second quarter 39.00 23.10 85,639
RZZ-FEAAZ+HZERE: #4230 RZBFAEAAZ+HHZRE: ##£36.50 T
Share Price as at 30 June 2010: HK$42.30 Share Price as at 30 June 2009: HK$36.50
RZB-FEAA=Z+HZHE: ##566.5{87C RZBFAEAAZ+HHZHE: K 487.0{8TC

Market Capitalization as at 30 June 2009: HK$48.70 billion




BERS  BRETE
—E—FEEHE

Parc 66, Lixia District in Jinan
Opening in 2011

e A AX 5%

10 HK

Stock Code

SRR R
A BR A S SRR e AR e 2 BRARARED R - ok P S AL B2 e P RO B K B SR BT o
FAMFL L AR A R A B AT B S R R -

Environmentally friendly for a sustainable future:
This report is printed on environmentally friendly paper manufactured from elemental
chlorine-free pulp, using a chemistry-free plate system and soy ink.
In doing so, we are making a small but important contribution
towards a more sustainable future.

TdA - concept, design and production www.tda.com.hk



