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Embroidery is a long established art form in China. Many of
the more intricate items were so beautifully, carefully and
finely worked, that they often took several years to complete.
Mastering this delicate art requires vision and creativity,
careful design as well as meticulous execution. Similarly, these
qualities distinguish our company. Our aim is to forge ahead
into the future — with vision and foresight, precise planning
and total commitment — to ever greater success, both in Hong
Kong and on the mainland.
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Hang Lung Properties Limited
(stock code: 101) is the property arm of
Hang Lung Group Limited (stock code: 10).

We are a top tier property developer in Hong Kong and
mainland China with a recognised commitment to quality.

We are a truly diversified property development company
as reflected in our varied portfolio of commercial, retail,
office, residential, serviced apartments, industrial/office
and car park properties. Our primary focus is to acquire
the best sites in the cities where we operate and employ
only the top architectural firms to achieve the highest
design quality and develop the best properties.

In both Hong Kong and mainland China, our corporate
policy is to constantly review and, where necessary,
upgrade our tenant mix while regularly refurbishing our
existing developments so as to achieve a maximum
return on our investments. We also emphasize value-
added services and incentives, which add to the appeal
and marketability of our properties.

Our long-term vision is to expand in mainland China while
continuing to invest in our home market of Hong Kong,
with the aim of becoming a property developer of the
highest quality in both markets.
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FINANCIAL HIGHLIGHTS

E S
Results
LB EETE in HK$ million 2008 2007
SOOI OISO
= 35 Turnover
VIR E Property leasing 3,745 3,004
YISESHE Property sales 6,335 1,385
ST Total turnover 10,080 4,389
T Net profit attributable to shareholders 13,159 6,371
358 Dividends 2,736 2,320
sRER Per share data
pl Earnings $3.18 $1.60
(i Dividends
i A Interim 15¢ 13¢
REA Final 51¢ 43¢
15 Total 66¢ 56¢
BEFE Net assets $16.6 $13.5
BRER Shareholders’ equity 66,377 54,277
BERME ) Gearing ratio (Note 1) 0% 0%
RE bR Pay-out ratio 21% 35%
BAXELE (PsE 2)
Underlying Results (Note 2)
BB EETE in HK$ million 2008 2007
e Turnover
YEHRE Property leasing 3,745 3,004
YISESHE Property sales 6,335 1,385
EEEAT Total turnover 10,080 4,389
B SR PE (L AR Net profit attributable to shareholders 5,123 2,048
BE Dividends 2,736 2,320
sRER Per share data
2 Earnings $1.24 $0.51
(i8N Dividends
A Interim 15¢ 13¢
HREA Final 51¢ 43¢
15T Total 66¢ 56¢
BETE Net assets $175 $14.2
RRER Shareholders’ equity 70,248 57,104
BERME ) Gearing ratio (Note 1) 0% 0%
TRE =R Pay-out ratio 53% 109%
Bf7F Notes :

1. BEX/FEAERENFEE LR  FERERTER  FERBREEBLOANE - IR RRITER - RERBEBERER KD B R E
Gearing ratio represents net debt over equity plus net debt. Net debt represents bank loans, floating rate notes and finance lease obligations, less cash and
deposits with banks. Equity comprises shareholders’ equity and minority interests.

2. RIGEHAEEEBXENER  SRERFEREMHRERNE BN ENFE0RGRENE ICEFE - ZEAREREVELNTEZEHRIEHF R
R IR R P AR ©
To facilitate better understanding of the Group’s operational results, the underlying results are presented by excluding the effect of adopting Hong Kong
Accounting Standard 40, Investment property which requires changes in fair value of investment properties and their related deferred tax be accounted for in
the income statement.
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Earnings per Share Net Assets per Share Total Dividends per Share
HZ/XA=1HIEFE For years ended 30 June M7NA=+H At 30 June #HZ/XA=1HIEFE For years ended 30 June
BT BT L
HK$ HK$ HK cents
GI5) $3 1 8 20 75
50 $16.6
60
15
2.5
45
2.0
10
1.5
30
1.0
B
15
0.5
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2004 2005 2006 2007 2008

+99%  +20%  +18%

s BREFMNAABTIZATAERBE=T—A/ L
Earnings per share surged by 99% to HK$3.18

s BREEFEABYTARAAS BEFLABIZ=T=

Net assets per share stood at HK$16.6, a 23% increase over last year

e FEHARSEEBEARANML AEEIZTN
Total dividends for the year reached HK66 cents per share, up by 18%

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08 @r
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EXTENDING OUR REACH IN CHIN@.;

We are committed to developing
prime commercial projects in the™

mainland’s most vibrant cities =8 ==

SHANGHAI, TIANJI
SHENYANG,
JINAN...
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CHAIRMAN’S STATEMENT

BREUR /&
Ronnie C. Chan Chairman

Results and Dividend

We have had a stellar year. For the first time in the Company’s
history, underlying net profit broke through the HK$5 billion mark and
total net profit surpassed HK$13 billion. Turnover was also at an all
time high exceeding HK$10 billion. Our rental business especially in
Shanghai has performed superbly but it is the sales of residential units
in Hong Kong which boosted these numbers.

The Board recommends a final dividend of 51 cents per share

which is 19% higher than last year. If approved by shareholders,
total dividends for the full year will be 66 cents per share, an increase
of 18% compared to that of the year before.

Business Review

At the beginning of the fiscal year, we had approximately 2,800
completed residential units in Hong Kong available for sale.

We parted with 800 and collected revenues of over HK$6.3 billion.
Profit margins were excellent, most likely the best for similar products
in all of Hong Kong. Prices achieved were much higher than those
sold in previous periods. All these were accomplished because

the last quarter of 2007 saw a surge in the market and we took
advantage of it. Since then prices have fallen especially in the past few
months. Again we accurately read the market and thus attained the
pleasing results.

Our rental portfolio also performed magnificently. We collected 25%
more rents than last year with Hong Kong rising by 11% and Shanghai
by a whopping 54%. Full year rental for the second office tower at
Plaza 66 contributed to the last number, but even without it, office rents

EERBEERAR —TT+/ T N\FEK
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still increased by 19% and retail by 38%. Itis just a matter of time
before total rental income from Shanghai exceeds that of Hong Kong.

Our Company’s long-term future, however, rests with our ability

to buy large pieces of top located land in economically vibrant

cities in mainland China. That process was started in 2003 and

we completed our first purchase outside of Shanghai in early 2005

in Tianjin. Using our definition of a project, i.e. an investment of
HK$2 to HK$2.5 billion, we have acquired nine in Tianjin, Shenyang,
Jinan and Wuxi. Total investments are expected to be slightly over
HK$20 billion which is half of our planned HK$40 billion in eighteen
projects. We have been actively working on many more but it
usually takes nine months to three years from the identification of a
plot to the successful transfer of title. Consequently it is difficult to
predict when there will be another announcement of an acquisition.
Whereas we can always somewhat slow down the process say if the
market is too hot and we prefer a cooler market before concluding
negotiations, it is almost impossible to unilaterally hasten the course.
Detailed negotiations are tedious and time-consuming.

This explains what has happened to our land purchase or lack thereof
in 2007. The last time we signed a purchase agreement was in
Jinan in February of that year. The land was actually “purchased” the
previous year but we had to wait for the clearing of existing tenants
before officially completing the transfer. The acquisition immediately
beforehand was in Wuxi in December 2006.

Beyond those, simply no transactions came to fruition since

the beginning of 2007. If there could have been and if the local
government had demanded higher prices than previously discussed
due to the overheated market, we would have deliberately slowed
down the process. We knew the market was becoming irrational and
there was no reason to hurry and buy. The sharper the rise in prices,
the faster the fall.

History has once again proven us correct. By late summer last year,
the market had become truly crazy, reasons for which we could only
surmise. First, in the past year or two, the central government was
obviously trying to cool residential prices. However, land and housing
prices kept rising which prompted Beijing to take increasingly tougher
measures. Many local residential developers decided to migrate to
commercial properties. Most of them | suspect have no idea that the
skill sets required are considerably more and in any event, different.
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There may be a second reason. It does not take too much
imagination to conjecture that some developers in Hong Kong and
on the mainland may attribute Hang Lung’s having the highest
price-earnings ratio in Hong Kong to our concentrating almost
exclusively on mainland commercial properties.

Additionally, there were businessmen of different ilks joining the fray,
thinking mistakenly that this business is easy. They forgot the fact
that in most mainland cities, there are far more failed commercial
developments of size than successful ones.

The whole episode came to a head in August. A piece of land on the
same street and not far from Plaza 66 was sold at an accommodation
value (or AV, i.e. land price per unit of buildable space) of ten times
more than that of Plaza 66. A month later, another plot in Chengdu
was auctioned at an AV that was about twenty times that of a similar
piece we bought in Shenyang a year ago. Those numbers were

truly staggering.

While some friends congratulated us for the “steals” that we had
achieved in the previous two years, we were frankly unhappy.
Fortunately none of those ridiculously high prices have affected

any of our projects under negotiation. It speaks of the maturity of
municipal leaders we deal with — — they knew that those prices were
aberrations and unsustainable. Contrasting their sanity with the
insanity of developers from both the mainland and Hong Kong makes
for an interesting observation. Moreover, within a few short months
the commercial land market cooled rapidly, and those who purchased
at the peak were wallowing in regret.

As 2008 rolled in, market conditions went from cool to cold. Now we
are happy. Not only did we avoid getting stuck with expensive land,
we are hopeful that future acquisitions will be somewhat easier.
There will be less competition. With luck, we may even buy on

the cheap although we are not counting on that. The prices we

have been discussing with municipal leaders in several cities are for
the most part reasonable and we are happy to buy at those levels.
What we would really like to see is a more expeditious conclusion of
negotiations. That | am hopeful.

If it happens, then we will have a fair chance of completing in the
next sixteen or so months the nine remaining land acquisitions

out of the planned eighteen projects. After all, we seem to have

the habit of swooping in quietly for the kill; this is the only way we
like to buy real estate. In 1992-1993 we snapped up many Hong
Kong investment properties including our present head office, the
Standard Chartered Bank Building; in 1999-2000 in the absence of
any credible competitor we bought Hong Kong residential plots which
later became The HarbourSide, The Long Beach and AquaMarine to

EELEERAE —TTL/TN\EFER
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great profit; and in 2005-2006 we purchased under the radar screen
the best located commercial land in several dynamic mainland cities.
Prices paid for all of the above were well below those acquired by our
competitors. Now as the market once again cools and few have the
heart and the money to buy, we will come in and pick up the choicest
pieces at reasonable prices.

This habit of ours partially explains why our stocks in the past several
years have been one of the best if not the best performer in the
property sector. A good number of analysts believe that our true net
asset value far exceeds what most people think. Even if one greatly
discounts the highly inflated land prices of a year ago, it is still true
that the prices we paid for our recent acquisitions must be a fraction
of their present market value. For all the projects not yet completed
and hence not yet income producing, the land is always carried at cost
on our balance sheet.

As to our completed and income producing properties, some investors
also think that they too are undervalued. That is because of the

way the annual professional valuations are done. Whereas the
capitalization rate (i.e. cap rate) used for prime Hong Kong income
producing properties is around 5%, our two Shanghai facilities are
valued with a cap rate of around 10%. The fact is that we will not sell
them even if given a cap rate of 2% since they are irreplaceable assets
which are still growing strongly in terms of their income generating
abilities. So if only a cap rate of 5% is used in Shanghai as in Hong
Kong, their value would double. And those are big numbers indeed!
Nevertheless we respect the valuations of outside professionals.

We can rationally understand why 10% is used for mainland
developments, although we realize that there are equally convincing
arguments for a much lower cap rate and hence far higher valuations.

Strategic Initiatives

A brief review of my recent annual statement to shareholders may
be a meaningful exercise. Last year, we published a small volume
“Ten Years in Retrospect” containing excerpts of the past ten such
letters. Shareholders who are interested can write to the Company
Secretary for copies or access them on the Company website:
http://mwww.hanglung.com/10years.

Our present strategy was put in place in 2003. The original idea came
about as a result of two forces. First, the experiment with real estate
in mainland China which started in 1992 began to bear fruit soon

after the completion of our two Shanghai commercial complexes — —
The Grand Gateway and Plaza 66 — — respectively in 1999 and 2000.
By 2002, we knew that we had done well and that our success might
be replicable in other major mainland cities. Secondly, at around the
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same time, it became obvious that land in Hong Kong purchased
at the nadir of the Asian Financial Crisis in 1999 and 2000 would
bring tremendous profit and cash flow. This made possible the
contemplated expansion on the mainland.

In 2003 and as stated in my 2003/2004 statement to shareholders,

| wrote for the first time about our plans for the huge market north
of Hong Kong. If Shanghai is considered phase one of that effort,
then we started phase two at that point. In the three years to fiscal
2006/2007, our strategy underwent refinements as we learned more
about various cities. The progression was documented in my annual
letter to shareholders.

In the 2004/2005 report, | explained in detail why we would henceforth
focus on the mainland. That year we bought our first piece of land
outside of Shanghai in Tianjin. VWe also placed shares to prepare for
further acquisitions.

In the 2005/2006 statement, | clearly outlined how management
planned to execute the strategy. | also wrote about our efforts in
sustainable development. Whereas by that time we had already
done much to retrofit all our Hong Kong rental properties for
energy conservation, the new projects on the mainland called for
serious efforts in design and construction for the longer term. That
aspect of our work was further communicated to shareholders the
following year.

The present plan to construct eighteen commercial complexes in
say eight cities was enunciated in the 2006/2007 report. How our
business relates to society at large was described. | also examined
changes in the competitive landscape with new sources of capital in
the form of real estate funds as well as our responses.

As our shareholders know, management plans to buy land for
eighteen projects between 2005 and 2009. | am still hopeful that as
the market is now softening, we will be able to achieve the target or
hit close to it. One may reasonably ask: what is next? Management
obviously has ideas for 2010 and beyond, and | will write about

this later. It suffices now to say that the future will likely be an
extension of the present strategy. As such, | deem it appropriate to
focus this year’s discussion on the risks associated with our chosen
course. Itis management'’s job to effectively communicate the critical
facets of our strategy.

| am often asked this question: what will Hang Lung do as overbuilding

sets in on the mainland? The answer is not readily understood by even
the most sophisticated investors. It bears some explaining.

EELEERAE —TTL/TN\EFER
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As the old adage goes, the three most critical success factors for real
estate are location, location and location. | do not disagree, although
there are other important factors. The significance of location is
especially true for commercial developments, and even more so for
world-class complexes. Where one puts a Wal-Mart or a Carrefour is
obviously less consequential than shops for leading fashion brands.
Since we only develop landmark projects, the choice of location

is paramount.

What is amazing is that few developers in mainland China follow

this golden rule. But not your management — — we practice what

we preach and will not veer from it, a point to which | will return.
Moreover, as | have previously written, we want the biggest possible
piece of land in the heart of economically dynamic cities. Realistically,
it is very difficult to find such plots, for most of them are occupied

or are already divided into smaller parcels. Our choice is further
limited because we insist on the pieces having a certain integrity in
shape such that it is possible to build products that meet the dual
criteria of functionality and aesthetics. That makes our job extremely
challenging for there may only be a few such lots in each city.

This means that we must as soon as possible own such land, for
ownership will bring first mover advantage. Once world-class
buildings are properly designed and constructed, together with
satisfactory property management, the owner's position is almost
unassailable. Combined with the fact that we only rent and do not
sell our properties is the crux of our strategy. In city after city, we are
systematically executing it, and so far so good.

Once we finish carrying out this strategy, what will be our competitive
landscape? It will not give us a monopolistic position in each city but
it will be almost as pleasing. Let me explain.

In the market niche in which we have chosen, namely the highest
end commercial complexes in each city, there is a strong tendency
towards “winner-takes-all.” Being in the best part of town will
undoubtedly attract competitors but how shall we view them?

All things else being equal, obviously we prefer not to have them,
but that would be unrealistic. However, competitors can have a
positive effect as well. They create critical mass for the area. When
consumers go shopping, they usually choose the district which will
give them the most choices. Competitors will provide those choices.
But once shoppers arrive in the neighborhood, which mall they will
enter depends mainly on its location, size, design, and hence types
and variety of shops and goods, as well as management. Our goal is
to build, own and operate malls that are the first choice of shoppers.
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The other side of the coin is that leading fashion brands will usually
have only one store in each district. Like their customers, they too
will choose according to location, size, design and management.

This in turn will attract lesser brands which want to be identified by
proximity with the more prestigious names. Consequently, the best
mall in the area will have the “créme de la creme” of the best tenants
and best shoppers, thus “winner-takes-all”. Inasmuch as no one

likes competitors, it can in some instances — — like in our case — —
help. For the top-end commercial complexes we build, overbuilding is
less of an issue.

This is clearly the case with our two projects in Shanghai. Before
completion, there were already similar developments around them.
Since our opening, even more shopping malls have been constructed.
We are truly surrounded by competitors. Yet the rent differential
between us and our neighbors is staggering. Current retail rent at
Plaza 66 is twice as much as those in the same district. Office rent

is 25% more. For The Grand Gateway, our shopping center rent is
1.25 times that of our neighbors while our office rent is 50% more.

A similar phenomenon is expected in all our new projects outside

of Shanghai.

Given the above, it is imperative that we move fast to buy the very best
land in each chosen city. In a few metropolises, we are already too
late. The best located large plots are already sold or subdivided into
smaller parcels. In those cases, we will go to other cities. We will
not easily compromise our site selection criteria. After all, there are
many metropolitan areas that are at once economically dynamic and
have a big population. By one count, of the 658 cities in the country,
171 have more than one million people, 83 have more than 3 million
and 55 have over 5 million. We have choices.

While we are going full steam in constructing new projects, we remain
relentless in our search for new cities and new sites. Only the best
plots deserve our erecting world-class buildings. Once we do that
and manage the properties well, our long-term competitive position

is almost untouchable. By that time the risks of this strategy will be
among the lowest in the industry while the consistent financial returns
may well be among the highest.

This sounds almost too good to be true, but it can be a reality as

we have amply demonstrated in Shanghai. With the “buy land,
build and sell” strategy, one’s profit is only as assured as the last
successful project. Both land and building prices can fluctuate wildly
in a developing economy like China — — just as we have repeatedly
witnessed in Hong Kong and in Southeast Asia in past decades.

The risks one takes in that strategy are considerably greater. But by
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adhering to “buy land, build and lease” as we do, revenue is locked
in for at least several years through leases with reputable companies.
Even when the economy is down, our profit is rather protected. In
other words, the quality of our income is far better. This is true of our
shopping centers as well as our offices.

Moreover, your management is conscientious to build long-term
symbiotic relations with desirable tenants. VWe do not squeeze every
last penny in rent out of them when the market is good, nor are we
ruthless when times are bad. Coupled with the fact that retailers
have hardly seen such quality buildings like ours in China, they often
fight to get in or stay in our properties. This way we get to select the
choicest tenants. Several of our institutional shareholders have told
me that Hang Lung has one of the best investor relations. VWe also
strive to do the same in tenant relations, especially with those whom
we deem long-term “partners”. So although we have yet to open
facilities outside of Shanghai, many of them have expressed a strong
desire to go with us wherever we build. They like the quality of our
developments as well as the style of our management.

However, we must also consider the possibility of a prolonged market
trough. | have written before that as long as the down-turn is cyclical
and not systemic, we may well buy more land for future expansion.
At the same time, we can be as competitive as anyone in terms of
tenant retention. Our retail clients know that if they do not rent from us
when the market is down, we may exclude them when the market
recovers. More than one retailer has experienced this first hand with
our two Shanghai properties. After all, we are not unrealistic with

the asking rent and have no intention to overplay our strong position
vis-a-vis good tenants. In a word, we are a friendly landlord who likes
to build long-term “partnerships”.

A slightly different dynamic exists with offices. Location is still
important, but equally so are building design which determines
the ratio of net usable space, construction quality which affects
energy consumption, and management services. All of these,

if done well, will give an office building prestige which is important
to corporate clients.

Hang Lung is also among the strongest landlords in terms of

finance. We are debt free and have a sizeable and steady annual
rental income. If the market is down or if one of our new projects is
completed during a market lull, we can compete on rent with anyone.
We wiill keep choice tenants and will reap high rents once the market
recovers. By that time, some of the weaker property owners may not
be around anymore.
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In the longer term, it is reasonable to expect that prime land in major
Chinese cities will rise in value. This means that latecomers will

have higher land costs. From what we can determine, not only is
the land we purchased in recent years probably the best in quality

as defined by location, size and shape, we also paid by far the

least. For example, the price of a five to six hectare plot in Chengdu
auctioned last September by the government was more than the total
cost of all the land we have ever purchased on the mainland in the
past sixteen years.

In the early 2000's, the general rule of thumb is that land price
should be around 30% to 35% of total project cost. The numbers
gradually climbed to 40% to 45% until last autumn when they
became irrationally high. For land we bought in 2005 and 2006
outside of Shanghai, prices hovered around 17% to 18%. That is
why knowledgeable analysts consider those purchases “steals.”
That situation is however not sustainable. | will be happy if in the
longer run, land price remains around one-third of total project cost
which has always been our goal.

Wise acquisition of land is however only part of the reason for our
assuming lower risks and obtaining superior consistent financial
returns. Another critical factor is that perhaps more than any of our
competitors, we create much more value through project planning
and building design, construction, as well as tenant and property
management. In other words, unlike many amateur developers
who leave their financial returns to — — and at times blame their poor
performance on —— the vagaries of the market, our risk mitigation
and return enhancement are mainly derived from the application of
experience and knowledge.

All of the above explain why we have perhaps one of the lowest risk
profiles among all real estate developers in China. Yet our return

may be among the best both in terms of magnitude and consistency.
By the third three-year lease term, our Shanghai properties are
yielding unleveraged returns of approximately 20%. It is reasonable
to expect similar results for our new projects elsewhere. In the case
of our Shanghai malls, annual revenue and profit growth have both
averaged in the double digits, often upwards of 20%. As long as
China's economy remains relatively healthy, consumption which is
still at a rather low level will inevitably increase. That means shopping
center rents should gradually rise in the coming decade or two as they
have in the past several years. Office rents are less easy to predict
but overall, | do expect a decent return from all our mainland projects
old and new.
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If our track record as well as forecast are that attractive, why are
others not emulating Hang Lung'’s strategy? It is not for lack of trying;
many have but so far apparently few if any have succeeded. One day
worthy competitors will arrive but by then we will have established
ourselves such that our first mover advantage will make our position
very defendable. Such is the beauty of our strategy. China is a big
country and there will be room for many to play, but we will hopefully
be the best and have the highest returns.

It is instructive to examine why so few have succeeded in high-end
commercial developments. A superficial reason is that tremendous
financial strength is required to build and hold properties without
selling. Most major mainland Chinese real estate companies only
went public within the past ten years. Prior to that they did not have
the financial means, and even now, many of them still do not. A few
of them, like many of their Hong Kong competitors, however do. So
there must be deeper reasons.

As | alluded to before, there are four steps in the development
process and the successful execution of all four will automatically
lead to the ultimate goal of superior financial return. Again they are:
site selection, project design, construction and property management.
None of these are particularly high-tech in nature. Rather, all

four require accumulation of know-how through hard-earned
experience. In other words, the key to success is not high-tech but
high-experience or high-knowledge. This implies that management
continuity is paramount. In turn, it depends on corporate culture
which takes years to develop. We know of Hong Kong developers
whose mainland team is like a revolving door. More often than not,
this phenomenon is the result of their corporate culture. And without
management continuity, there is no possibility of knowledge retention.
The result is that financial returns will suffer.

Mainland companies for the most part have not had the years

to accumulate the necessary expertise. Perhaps surprising to
some, neither do most Hong Kong players on the mainland.

Some of them were afraid of the market until they were forced by
circumstances in the past two to three years to enter. Those who
went in early occupied themselves with different product types

in many cities. We were the only major firm which from day one
concentrated on commercial real estate. VWe also limited ourselves
to one place — — Shanghai — — so we could build a team and learn.
While certain fundamentals are the same everywhere, the mainland
market in many critical aspects is very different from Hong Kong.

To merely bring Hong Kong experience to the north can be dangerous.
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Take project design as an example. ltis highly likely that our top
management team spends much more time working with world-class
architects than any of our competitors. Those outside experts design
like none of us can. But at the same time, they are artists at heart
and have no knowledge of local commercial conditions. We spent
many long years learning and working collaboratively with them.

Only by doing so will the resulting products meet market needs and
bring superior financial returns.

Due to the enormous size of the mainland market, another important
criterion must be discipline which plays an inherent part of the
development process. History has shown that Hang Lung is the most
disciplined real estate company in buying land. This is manifested in
the actual site selection as well as in negotiating detailed terms with
municipal governments before we commit. Again such an approach
requires a certain corporate culture and management style.

Discipline is also seen in our adherence to our strategy. Unless we
are convinced that there is a better way forward, we will not veer
from our winning formula. In developing economies such as China
where money can be made in all kinds of ways, it takes discipline

to stick to a prescribed path. History shows that in the long run,

the market will reward those companies who only do one thing and
are the best in class, rather than those who dabble in many things.

As described above, our strategy is potentially low risk and high return,
and so far we have had little competition. Why should we trade it

for something else?!

To further mitigate risks and enhance our continued success, we have
long recognized the value of brand building. It is a great tool to

draw both potential tenants and shoppers. Perhaps as a sign of our
success in this regard, copycat mainland real estate companies called
“Hang Lung” have been discovered on occasion, and buildings in
several cities have been found to bear our name. On the one hand,
this is troublesome and we will not treat such infringements lightly.
On the other hand, we understand that imitation is the highest form
of flattery.

Before concluding this section, let me summarize the mainland
Chinese real estate industry this way. It is a relatively new business
with only about twenty years of history. During that period, many
developers from both the mainland and Hong Kong tried different
things. What has emerged are two models which have seen success
and enduring promise. They differ greatly from one another and | will
define them according to what | consider as the most representative
company of each model —— Vanke and Hang Lung.
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Listed on the Shenzhen Stock Exchange, Vanke is the biggest
residential developer in China and indeed in the world. Last year it
produced and sold over 60,000 units. Its biggest markets are the
Pearl River Delta and the Yangtze River Delta, two of China’'s most
populous and economically exciting regions. Vanke's model is to buy
tracts of land, build residential units and sell or pre-sell as soon as
possible. The company is not overly concerned with market timing.
Volume or quantity is the name of the game. It is like being a product
manufacturer and it is operationally intensive. To better control quality
and speed, Vanke's chairman Mr. Wang Shi told me at my office a few
months ago that his company was beginning to work with several of
the world’s best pre-fab home builders, which really makes sense.

Finance management wise, a company of this model needs capital
but not necessarily a huge amount as long as banks are willing to
fund projects. What is important to the company is cash flow. Speed
is essential so as to beat neighboring projects to the market and to
generate cash for loan repayment and reinvestment.

Risks associated with this model relate mainly to market cycles.

A company is only as profitable as its last project. There is no
guarantee that it will continue to make money in the next round.
Rather there is the distinct possibility that the firm may lose big in
the next cycle such that all previous profits vanish. In fact, if there is
a prolonged bear market, cash flow shortage may very well bankrupt
the firm.

Moreover, in fast developing economies like China and for that matter,
like Hong Kong in the 1970's to the 1990's, both land and building
prices can fluctuate wildly. Even a big and prolonged bull market

can be fraught with danger where land and building prices chase

each other on the way up. Since the price of land is far more elastic
than that of the completed building which needs ultimate end users,
the former can leave the latter in the dust. As we have repeatedly
witnessed in Hong Kong and more recently on the mainland until the
end of last year, the land element of each unit of buildable space can be
more expensive than the existing market building unit price, i.e. land
and building together. Hong Kong people describe this phenomenon
as “flour is more expensive than the bread that it makes.” This saying
was widely adopted in China during the mainland bull market of 2007.
It is like doubling a bet at the gambling table after each win. All it
takes is for the player to lose once and he gives back everything he
has ever made — — and perhaps more if he is leveraged.

The other model is championed by your Company so | will call it
the Hang Lung model. There is little need to describe it here since
shareholders who have read this annual statement in the past
should be very well versed. Suffice to contrast it briefly with the
other strategy.
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If what Vanke emphasizes is quantity, then ours must be quality.
What they need is speed and what we need is first mover advantage.
While their profit can at times be very attractive, it is highly cyclical.
Ours on the other hand is incredibly steady once the commercial
complexes are leased. In other words, the quality of our income is
superior and our profit is generated with a much lower level of risk.
And since we lease properties and do not sell, our tax rate is far
more acceptable.

Take for example our two Shanghai developments. At present they
are receiving unleveraged returns of over 20% and rising. If say 60%
of the total project cost is borrowed at a reasonable interest rate,

that equates to a leveraged return of over 40%. Even if we were to
be unreasonably conservative and project no growth in rents in the
coming period, we are still getting 20% plus cash-on-cash return. lItis
highly doubtful if the other model can consistently produce that level
of profit. Frankly | can hardly think of another industry which is as
attractive as ours — — giving relatively high steady returns with fairly
low risks.

Here is an interesting question: can a company excel in both
strategies? After all, both are real estate. | believe that it is not

easy. Basketball and gymnastics are both sports but one can hardly
become world-class athletes in both. As mentioned earlier, many
traditionally in the Vanke vein have tried to enter the commercial

real estate world. So far we cannot find too many successful

cases. The two models require very different mindsets and skill
sets. If anything, it is particularly difficult for the other model to
migrate to ours given the much higher expertise that is required. Itis
conceivable nevertheless that some of the Hang Lung ilk, especially
those of us who have had extensive experience in Hong Kong building
apartments for sale, may be able to successfully cross over.

In the long run, however, it is likely that those who win big are the
ones who stick to one thing. This is the case in the West where

the property market is far more developed. In China where heated
competition will sooner or later arrive, the winners must be world-
class. This also argues for specialization. | believe that in the coming
decades, almost all highly successful developers in that enormous
market will belong to either of the two models or derivatives thereof.

Prospects
For years | have publicly stated that it is much easier to predict

difficulties in the Chinese economy than otherwise. Many of the
institutions involved in financial activities from banking regulation

to capital market supervision are newly established and untested.
Inasmuch as senior government officials in charge of the economy are
apparently very competent, they have not experienced major market
fluctuations. Dealing with future troubles will present challenges as

EELEERAE —TTL/TN\EFER



BRER/ N MREERGREATR - ER2K
EZ2REIBZ W5 ERITHRFERRM EH
REE R EE - MAESERNITHR
ROTEMAEZLAESZRREBBAKERE
o BENTFEFHAEAK  BERR T
B RHRIE -

AEAMAL AAZEERAKSEE - A
- mSEUFEEABARABEYR - FHmHEHT
—BRERER BRZEREELARS®
RE- WHRFZBE - EERRBETHEER
HRFANK - ELBBATALE - RERE AL
FRARBEBEREMT HERKEERXEZ
FHEEBR EHEEBZBMAERETER
K

HRABHEMRARLRER RREE - 2
BRI R MRS SRSy ERER
RZEE - BRERERAELA - BEBX
RFEM - STAUET - HBKERREDE
B -

BRI R EBRER - £ LA E
AMBEEREE-HMET - EREERHXE
mE - EEERE RERADREE  MiE
BAREEZEBVEBMPE -

BAAR PEBFLAFLEEEER LR
& FRE—SMFEL AN E (BIREEA
BEZER)BRA - HENHHTREERER -
Bt EHE R A AIR AR - IERNEERE - A%
BRERECDMFAEEIRE - EFREAAEMR
BRER - ERRAE LR - 28R
TETIAEE S

BETEREFHEZ EERARE LHTS
NERE  BRIMEENPHUREEEMR
LeAW BERITEFNFHERAEZLE
HERREMAREAE - AREEBRE 1@
ARBESTMEBE  MEFD/RKZRED
o B TAE - W B E LB - A - HA
HibRESESFEZN

B RMEHANIEZIHFHT - FF
SR A R LB R LR ME - SER - ¥R
REEARBTIZEBHESKER - BERH

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08

they are likely to be quite different from those of the 1990’s when

the Chinese economy was a lot smaller and simpler. The extent of
globalization then was much less. Administrative measures to correct
mistakes may now be more difficult and less effective. Nowadays

a misstep in policy formulation or execution may have much

wider consequences beyond pure economics. As the bull market
continuously expanded in the past decade or so, the potential dangers
seemed to increase.

So far none of my worries have materialized. However, the market
appears to have naturally entered into an adjustment phase. The bull
market has been running for quite a long time and a gradual slow
down now is much better than a sharp decline later. This is the best
scenario for no market can defy gravity indefinitely. Chinese leaders
appear to be able, at least so far, to keep the economic ship on even
keel. Real estate prices which are of consequences to the overall
economy finally fell after increasingly severe government measures.

Much of the rest of the world, especially the U.S., is faring worse.
American subprime mortgage and CDO (collateralized debt
obligations) problems will greatly impact their economy. Global
commodity prices have risen exponentially and inflation is once again
rearing its ugly head. A period of troubled waters ahead seems certain.

With China being a major world manufacturer, the combination of
domestic and international problems as mentioned above will take a
toll on economic growth. Management believes that the worst is yet
to come, and this must somehow affect our business.

There is no denying that the Chinese government does not want
residential prices to rise too fast. Consequently foreign investments
(including those from Hong Kong) therein for the past year or two were
discouraged. Social harmony is of foremost importance to China so
these measures are understandable. This is precisely the reason
from day one why we have avoided residential developments. The
developer bears all the risks but the upside may be capped. The only
way to play that game is by volume.

While pricing for commercial real estate in China is much more
determined by market forces, that does not make it any less volatile
than for residential units. Hence we saw the insane land prices of
last autumn which fell as fast as the rise. We conserved capital and
bought nothing in the past twenty months. We are well prepared for
the coming bear market and, in fact, welcome it. There are however
other reasons for our pleasure.

First, the bear market will knock off some of our competitors. We are
already hearing about troubles from some of the mainland players.
Completed, half-completed and yet-to-start-construction projects are
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now seeking buyers. We are open-minded and will look although the
chances of our buying are not great. We have yet to see designs that
meet our high standards. However, if such a development is superbly
located, then we will consider it. After all, everything can be boiled
down to pricing.

Secondly, we are hopeful that now with less competition, we will be
able to conclude land purchases easier. Obviously we always like
lower prices but price is not our only consideration. Many other deal
terms may be of more value to us in the long run than merely lower
dollars. When the market is hot, the municipal government selling
the land may have more incentive to wait in hope of higher price tags.
Now when the economy is slow and tax revenues are down, the
government may want to sell land to make up for the deficit. They
also know that there are fewer potential buyers out there so we are
hopeful of closing transactions slightly faster.

Thirdly, a slower economy will most likely translate to a cooler stock
market. In the past, our parent company Hang Lung Group (HLG)
always purchased our scripts when others dumped. In the last year
or so, for example, HLG's shareholding has gone from a little over
50% to about 52%. The bull market will one day return and we will
once again be able to place shares for further expansion. Given the
almost unlimited opportunities on the mainland, our winning strategy
and our solid track record, we should continue to grow.

Finally, as | have written in previous years, we care very much for our
employees, especially our professional staff. To remain successful
will require keeping our excellent team happy. This is why we are one
of the very few if not the only major property company in Hong Kong
that has a well defined stock option incentive scheme. A depressed
stock price will enable us to issue more attractive options to

our employees.

As the fiscal year's second half results show, rental growth has
remained strong. This trend is expected to persist in the coming
months. It is however conceivable that if the economy weakens,
consumption will one day be affected. Our position is nevertheless
protected to a good extent by term leases with strong tenants,
although growth in turnover rent may slow somewhat. Yet compared
to the benefits we enjoy in a bear market as explained above,

we still welcome it.

Looking ahead, it seems reasonable to expect that the returns
achieved in Shanghai over the past eight to nine years can be repeated
in our new projects in other cities. This conclusion is based on
several factors.
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First, we have yet to buy land as expensive as Plaza 66 in Shanghai.
There is a common misunderstanding among the investment public
that the successes of our two Shanghai projects are due to our

early entrance into the mainland and hence our buying land cheaply.
The fact is that a good number of Hong Kong developers jumped in
before us. It is just that few have made as much money as we. ltis
not because they were too early, for many local mainland developers
in the same period made out like bandits. Rather, the reason is the
same as to why they are not so profitable today. Namely, they did
not and still do not have a clearly defined strategy that makes sense.
The opportunistic approach they have practiced in small Hong Kong
will not work on the much bigger mainland market. The system there
is also very different from here. Unless one is willing to learn over
time how to execute properly, he or she will not be successful there.

The land prices we paid for The Grand Gateway and Plaza 66 in

1992 and 1993 respectively were frankly not cheap. The fact

that we are now able to generate over 20% unleveraged annual
return on investment speaks to the strong market as well as our
seasoned expertise. It also tells us that the potential of the mainland
market is great.

Lower land prices compared to the two Shanghai developments

are but one reason why the new projects should do well. It is

very possible that by the time the latter are ready for leasing in the
coming few years, the local consumer markets will be stronger than
Shanghai was nine years ago when we opened our first shopping
center. Back then, many of the world-class fashion brands were
new to Shanghai. Since then they have opened numerous stores

all over China and certainly in all the cities where we are presently
building. Merrill Lynch estimates that by 2014, China will account
for a quarter of all global sales of luxury brands. Thanks to a decade
of exceptionally rapid accumulation of wealth, the country has in the
past few years entered into a fast growth period for such goods.

But beyond high fashion products, other consumer items likely to
find their way to our malls are experiencing strong increases in sales.
Our many new malls will come just in time to capture those markets.

As mentioned already, at present many of the international brands
are already in the cities where we have projects. However, there are
hardly any first-class shopping centers of size for them. As a result,
they are for the most part scattered all over town, in stand alone
stores in hotel lobbies for example. Our well located and sizeable
world-class malls will become the “aggregator” of such brands.
Many of them are already our tenants in Shanghai and we have in the
past few years been in discussions with them regarding our coming
developments. The majority of them have expressed strong intent to
go with us everywhere because they have confidence in our buildings
and in our management. They know that whatever we build will be
landmarks in the respective cities.
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Back in Hong Kong, the residential market remains highly bifurcated.
Whereas mass residential units have yet to see prices reaching the
heights of 1997, luxury apartments have exceeded the prices from
a decade ago by several fold. Foreseeing this in 1999 and 2000, we
only bought land for the latter category. The 2,000 remaining unsold
units in our inventory are all superbly located. | expect that they will
outperform their lower unit price cousins.

Some of our shareholders wonder why we are not buying land in
Hong Kong. | can assure you that we will, but only when the market
is really weak. For now, the government is not keen to sell land, thus
making way for local railway company MTRC to first part with theirs.
Real estate helps the latter stay in the black and remain financially
independent from the government. The MTRC after obtaining land
from the government at a discount to the market price will joint venture
with private developers like us and split the profits. After operating in
that model for about three decades, they well know how to squeeze
their partners. Whereas in the 1970’'s and 1980’s we were among
the biggest if not the biggest joint venture partner of theirs, with

few exceptions we have stopped doing that. The lack of other local
opportunities has sent developers in that direction, but competition
has made those transactions unattractive. The private developer
assumes all the risks while giving up the lion’s share of profit to
MTRC. In other words, one is asked to take on a developer's risk
while getting a contractor's return.

Beyond that, the consumption of capital is another reason for our
not playing that game. We have much better places to deploy our
money—on the mainland. The opportunity cost of not concentrating
on that much bigger and highly lucrative market is something we
cannot afford.

Moreover, the Hong Kong residential market is not growing. In fact

it has been shrinking. Last year barely 10,000 new apartments

were completed and sold, compared to about 23,000 annual units a
decade ago (In the past year or so, the secondary market has been
very active but that does not benefit developers). The reason for the
shrinkage was extensively analyzed in my letter to Hang Lung Group
shareholders last year so | will not repeat it here. Suffice to say that
the phenomenon has been exacerbated in recent years. \Whether

it will continue is however not as clear. But even if volume picks up
one day, the market is still very small compared to opportunities on
the mainland. Furthermore, there are a dozen or more well capitalized
developers fighting for each project which further squeezes margins.
Your management deems it a much better usage of our time and
resources laboring in the vast and almost unlimited market north of us.

Opportunities for sizeable commercial developments in Hong
Kong are extraordinarily rare. There are also very few chances
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to buy at reasonable prices large existing class A office buildings.
One exception was Standard Chartered Bank Building in Central
which we bought, but that was over 15 years ago.

Because of the small size of Hong Kong, big plots of land for new
commercial projects are very limited. Looking back almost 40 years,
there were usually only one or two major opportunities each decade.
In the 1970's, there was the Connaught Center (now called Jardine
House) and Admiralty Center. In the 1980’s we had Exchange Square.
The 1990's saw the completion of Pacific Place and Festival Walk.

In the new millennium, we have IFC and the soon to be completed
ICC. ltis interesting to observe that there was a clear changing of
the guards from decade to decade. In the 1970's it was Hongkong
Land and Cheung Kong. The former was active into the 1980's

then stopped. The 1990's belonged to Swire Properties while in the
present Sun Hung Kai Properties reigns.

The million dollar question is: what about the next decade and

where will be the opportunities? The answer seems obvious enough
——mainland China and whoever has expertise therein. There may yet
be opportunities in Hong Kong but | believe that they will pale before
mainland projects in terms of scale.

So we will continue to maximize profit from selling residential units

in Hong Kong and pour the money earned into the mainland. Just
like last October, good selling opportunities will come periodically and
we will as before try to catch them. We are in no great hurry to sell
and see no reason to short change ourselves. Hong Kong's economy
is expected to quietly move along. This means that property prices
will not collapse. On the supply side, we do not own a single inch in
areas such as the New Territories where profit margin is usually low.
All of our units for sale are in highly desirable districts and mostly have
a seaview. On the demand side, given Hong Kong's low tax rate, rule
of law and desirable life style, there will always be buyers of quality
apartments. The convergence of supply and demand should bring us
further handsome profits, and the mainland projects into which the
money will go should ensure our longer term success.

Finally, our rental operations in both Hong Kong and Shanghai should
perform acceptably in this fiscal year. While there are some clouds on
the economic horizons in both China and the U.S., their impact on our
business is however expected to be manageable.

Ronnie C. Chan
Chairman

Hong Kong, 13 August 2008
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Sales of The Long Beach, our
residential development in \West
Kowloon, commenced. With
careful planning and our focused
marketing strategies, 605 units
were sold within two weeks,
generating sales revenue of over
HKS$3 billion.
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Mr. Ronnie C. Chan, Chairman

of Hang Lung Properties Limited
officiated at the Ground Breaking
Ceremony for our RMB 2.5 billion
Jinan Hang Lung Plaza project in
Jinan City, Shandong. The event,
attended by the Deputy Secretary
of the Municipal Committee of
Jinan, Mr. Yang Lu Yu, marked a
milestone in the development of
this world-class commercial project.
With completion expected in

2010, it will consist of a six-storey
shopping mall with gross floor area
of about 150,000 square metres.
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Major renovations at Amoy Plaza,
our prime retail development in
Kowloon East, were completed.
The renovations have not only
improved customer facilities
creating an enjoyable shopping
experience for the public, they have
also increased the total leasable
areas in the development. The new
facilities are expected to bring in
higher rental returns in the years

to come.
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The Ground Breaking Ceremony for our Tianjin Hang
Lung Plaza, located at Heping Lu, Tianjin’s leading
commercial and retail street, took place. Attended

by Ms. Li Run Lan, Vice Chairman of the Standing
Committee of the Tianjin Municipal People’s Congress
and Mr. Xiong Jianping, Vice Mayor of Tianjin, the
ceremony marked the commencement of this

project which will consist of a 153,000 square-metre
shopping mall built to the highest world standards.
With an estimated investment cost of RMB 3.2 billion,
completion of the project is expected in 2012.
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Consolidating Causeway Bay's role as one of Hong
Kong's major shopping districts, the upgrading of

our facilities at Fashion Walk was almost completed.
With more international brands moving in and with
many of them creating duplex flagship stores within
the complex, the project is creating a unique shopping
environment with some of the most high-end and
stylish names in the fashion industry.
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Fuelled by dynamic growth in the region, we performed
exceptionally well during the 2007/08 financial year. This
outstanding performance was primarily due to the overwhelming
responses received from the sale of our properties in Hong Kong
as well as the robust leasing markets both in Hong Kong and
Shanghai. As a result, turnover for the year ended 30 June 2008
surged a dramatic 130% to HK$10,079.9 million. Of this figure,
property leasing accounted for HK$3,745.1 million and property
sales for HK$6,334.8 million, representing an increase of 25%
and 357 % respectively over the previous year. The net profit
attributable to shareholders for the year rose 107% to a record
HK$13,159.1 million.

Property leasing activities grew considerably during the year with
operating profit increasing 27 % to HK$3,045.7 million. Of this
figure, our properties in Shanghai contributed HK$1,192.8 million,
an increment of 63% over the previous year. Hong Kong rentals
also performed strongly. Boosted by the buoyant leasing market
for retail and office properties, turnover and profits both increased
11% to HK$2,290.1 million and HK$1,852.9 million respectively.

HEWA
Rental Revenue
HENA=1+HLLFE For years ended 30 June

OO i R
Commercial and Retail
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The property leasing market in Shanghai too displayed strong
momentum. Coupled with growing consumption and the coming
on stream of the second office tower in Plaza 66 at the end of
20086, turnover increased a remarkable 54% to HK$1,455.0 million.
Rental income from Shanghai now accounts for around 39% of
the Group's total rental turnover.

The Group also enjoyed excellent results from property sales,
achieved through the well-timed disposal of residential properties
in Hong Kong. The operating profit for property sales grew 1,079%
to HK$3,551.9 million. During the year, about 800 units were sold,
including 605 units from The Long Beach and 113 units from The
HarbourSide at average prices of about HK$7,100 and HK$16,900
per square foot respectively. Looking forward, we will maintain
our strategy to release sale properties at the appropriate time, to
capture the best prices and maximise our revenues.

Underlying net profit, excluding a gain from the revaluation of
investment properties and related deferred tax, amounted to
HK$5,123.0 million, a rise of 150% over the previous year.

& LiBHSKA S

Hong Kong/Shanghai Rental Income Split

HENA=1+HLLFE For years ended 30 June
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Our Strategies for Growth

In line with our strategies, our property portfolio focuses primarily
on commercial, retail and office properties, capitalising on the
benefits of a strong leasing market. At the same time, in view of
the rapid economic growth rate in mainland China and the belief
that the Group's future success is closely linked to increasing
development on the mainland, we have moved actively into this
market. Starting out in Shanghai in 1992, we now have two highly
successful leasing developments, Plaza 66 and the shopping mall
at The Grand Gateway.

Building on this success, our strategy for the future is to invest
around HK$40 billion in world-class commercial projects, in the
mainland’s most vibrant cities. With a highly selective policy of
buying only large and quality sites at the best locations in the heart
of the city, we have purchased land in Shenyang, Tianjin, Jinan and
Wauxi for the development of world-class commercial complexes.
The total investment committed so far amounts to about HK$20
billion. Two of these projects, the “Jinan Hang Lung Plaza” and
“Tianjin Hang Lung Plaza" broke ground during the year, the first
in December 2007 and the second in May this year, to commence
construction. With the exception of our project in Wuxi, all the
others have commenced construction.

We continue to scour new locations and our target is to have
the remaining projects in hand by the end of 2009. One such
site is in Changsha City. Discussions commenced with the

BREVEERZERH R
Investment Properties Area by
Business Segment

MNA=+H At 30 June
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district government of Furong in Changsha for the development
of a multi-complex project in the city and a Memorandum

of Understanding was signed to this end. Discussions are
continuing and details are currently under negotiation. To make
sure that we are in an advantageous position to seize investment
opportunities as they arise, we maintained a net cash position as
at 30 June 2008.

In Hong Kong, we continue to upgrade the quality of our existing
portfolio, which includes widespread retail properties both in
Causeway Bay and Mongkok, Hong Kong's two busiest shopping
districts. We keep our finger on the market’s pulse — — constantly
reviewing our tenant mix and adjusting leasing strategies,

while also carrying our regular refurbishment and improvement
works. These initiatives not only maximise returns on our
properties, they also help to maintain their long-term value.

In the development and sale of properties in Hong Kong, we have
earned an enviable reputation as a developer of prime urban real
estate. In addition to our philosophy to site our developments in
prime locations, we also take care to buy at the right time and
build quality developments, which are then released for sale to
take advantage of positive market conditions. This strategy paid
off handsomely during the year, when the launch of The Long
Beach and the further release of a number of units in our signature
development, The HarbourSide, together with the strong market
in 2007, brought in record sales revenues.

REMEERZ IS5

Investment Properties Area by Geographical Location

RZZZN\FRNA=+H At 30 June 2008
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Spurred by strong demand in both the commercial and office
sectors, the property leasing market in Hong Kong remained
buoyant, despite the subprime woes in the US, rising oil prices and
increasing uncertainty in the world's financial markets. Total rental
turnover for 2007/08 therefore rose 11% to HK$2,290.1 million
while profit grew 11% to HK$1,852.9 million.

In view of this strong demand, we enjoyed very high occupancy
rates throughout our diverse leasing portfolio. Occupancy stood at
an average of 99% for our 243,000 square metres of commercial
and retail space, 95% for the 263,000 square metres of office and
industrial/office space, and 77 % for our 79,000 square metres of
residential and apartment space. At the same time, our carefully
balanced leasing strategies maximise rental yields. These focused
leasing strategies, together with management enhancements,
tenant co-operations, ongoing operational efficiencies and cost
controls have allowed us to maintain our net rental margin at 81%,
one of the highest among property companies in Hong Kong.

Geographical Analysis of Hong Kong Investment Properties

RZTT\FRA=+H At 30 June 2008

BEEE* (FFHK)

Gross Floor Area™

("000 sg. m)
2008 2007
BE Hong Kong Island
FIRR &8 Central and Admiralty 51.1 51.1
SR S Causeway Bay and Wanchai 111.8 111.8
BRI R Kornhill and Quarry Bay 164.4 164.4
HLTE Ko e The Peak and Mid-Levels 46.9 46.9
BEEER Hong Kong South 12.1 12.1
NBE Kowloon
T A Mongkok 147.9 149.4
ESZLNSEiEpN- S Tsimshatsui and West Kowloon 89.3 39.7
EAREYE Ngau Tau Kok and Kwun Tong 92.6 92.6
R ERER Cheung Sha Wan and Kwai Chung 51.6 51.6
#5 Total 767.7 719.6

¥ BEERISZEREA

Including gross floor area of car parks
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Commercial and Retail

In line with our strategy to own properties at the heart of the
cities in which we operate, our retail and commercial properties
are located in some of Hong Kong's busiest shopping districts
which enjoy huge pedestrian flows. Apart from major properties
in key business areas such as Central, Admiralty and Tsimshatsui,
as well as The Peak Galleria on the Peak, the core of our portfolio is
based in Causeway Bay and Mongkok, the two busiest shopping
areas in Hong Kong. In Causeway Bay, we are the largest landlord
of street-level shops in the area, while in Mongkok, we are the
largest retail landlord located in the heart of the district, bordered
by Nathan Road on the one hand and Sai Yeung Choi Street on
the other.

Together with our effective leasing strategies and ongoing
commitment to maintain or add value to our properties with
modern and professional management as well as intensive
improvement programmes, we recorded an average occupancy
rate of 99% with total rental income in this sector rising 7% over
the previous year to HK$1,196.0 million. In our prime retail malls,
this rose to 11% while suburban developments experienced a
more modest increase of 3%.

Our properties in Causeway Bay — — Fashion Walk and Hang

Lung Centre — —recorded rental incomes of HK$241.4 million

and HK$90.0 million, translating into growth of 15% and 18%
respectively. During the year, refurbishment work began on
Fashion Walk, with the improvement in facilities attracting some of
the biggest names in the fashion industry to set up duplex flagship
stores within the development. As such, the area is increasingly
providing a paradise for high-end shoppers, who are looking for the
most stylish and upmarket fashions available in the market.

On the Peak, The Peak Galleria recorded a rental income

of HK$51.5 million. It continues to offer a unique shopping
experience. In view of The Peak Galleria’s green and open areas
together with its pleasant leisure environment, we held a number
of community events ranging from musical performances and
exhibitions to cultural shows and leisure events, appealing to locals
and tourists alike.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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“We are delighted in our choice of location here at Fashion Walk. Since the opening of our first store of 900 square feet in the
complex in 1996, we have always found Hang Lung Properties to be open to suggestions and very supportive of our needs.

When we first approached them with regard to creating a duplex store here in Fashion Walk, they couldn’t have been more
helpful and working together, we were able to open our new duplex flagship store, consisting of more than 5,000 square
feet, in 2007. Following trends in Paris, Milan and Tokyo, this superstore is not only our largest in the greater China region,
it also offers our customers a totally new and unique shopping experience.”

Peter Chung, Managing Director, MaxMara
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Mongkok, one of the most densely populated areas in the world,
continues to experience some of the heaviest flows of pedestrian
traffic in Hong Kong. As such, our properties in the area continue
to perform well. Capitalising on the large number of people in
the area, we introduced a new life-style concept in Gala Place,
creating a “food paradise” to offer a diverse range of food and
dining experiences in the area. Hand-in-hand with these new
life-style initiatives, rentals of HK$60.8 million, HK$133.6 million
and HK$99.0 million were received for our properties in the area
—— Gala Place, One and Two Grand Tower, as well as Hollywood
Plaza, translating into increases of 10%, 8% and 3%, respectively.

Other shopping complexes such as Kornhill Plaza at Quarry Bay
and Amoy Plaza in Kowloon East also proved to be popular.
Located in densely populated districts and with innovations such
as theme zone strategies, where tenants in similar businesses are
grouped together to create theme areas, accompanied by ongoing
upgrades and refurbishment, rentals for the two developments
rose 6% to HK$239.5 million and 1% to HK$183.8 million
respectively. Extensive renovation work, lasting almost the entire
year, was completed at Amoy Plaza. The renovation has not only
enhanced the mall's facilities and environment, it has also given
us a chance to review the tenant mix to better meet shoppers’
needs and create a more enjoyable shopping experience for
customers. The renovation has resulted in an increase in the mall's
total leasable areas and rental revenues are expected to see a
significant increase in the years to come.

Segmental Analysis of Hong Kong Investment Properties

BEER (TFHK)

Gross Floor Area

HelA (B¥a&ET)
Rental Revenue

X (5ot
Occupancy Rate

(000 sg. m) (HK$ million) (%)

2008 2007 2008 2007 2008 2007
SOOI OISO OO IO
s REE Commercial and Retail 2425 2425 1,196.0 1,115.3 99 98
BFERTE "EFHE Office and Industrial/Office 262.9 244.6 730.8 628.4 95 93
FERBEAM Residential and Apartments 79.3 79.3 269.6 232.6 77 73
=815 Car Parks 183.0 153.2 93.7 82.2 N/A N/A
yax Total 767.7 719.6 2,290.1  2,058.5 94 93
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Supporting these shopping facilities, we operate a number of
carparks within these centres and developments. Known within
the industry for our excellent access control and management

as well as our own internally designed, computerised parking
systems, we hold a leading reputation in this area. More
importantly, however, we are able to provide convenient, efficient
and cost-effective services for our shoppers, tenants as well as
the overall community.

Office and Industrial/Office

Our office properties are situated at the heart of Hong Kong's
leading commercial hubs, where in addition to their central
location, they are conveniently located along mass transit railway
lines, public transportations networks as well as major roadways.

The strong demand for office space in 2006/07 carried over into
2007/08 despite the growing uncertainty in the world’s financial
markets. Our office and industrial/office rentals increased
significantly for the second year in a row, rising 16% over 2006/07
to HK$730.8 million in 2007/08.

These positive results were due in part to our prime properties

in Central — — the Standard Chartered Bank Building, Baskerville
House, 1 Duddell Street and Printing House, which were able to
capitalise on the shortage of new office space in the area. At the
same time, in view of their accessibility, quality management and
prime urban locations, our office portfolio, such as Hang Lung
Centre in Causeway Bay, Kornhill Plaza Office Tower in Quarry Bay,
Grand Centre in Tsimshatsui as well as One and Two Grand Tower,
Hollywood Plaza and Park-In Commmercial Centre in Mongkok,
continues to prove its popularity.

Our core strength is the ability to enhance our office values and
maximise rental returns through successful marketing strategies.
Different strategies are formulated based on the building's location
and market position. A prime example of this strategy in action is
the successful conversion of One Grand Tower from a hotel a few
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years ago. It is one of our most popular office properties today.
Another example is the use of the zoning concept, also used in
our commercial and retail properties, to group similar tenants,
such as fashion wholesalers and travel agents, together. This
concept provides greater convenience both to tenants and their
business partners.

In view of the location, quality and professional management of
our developments as well as the efficiency and effectiveness of
our marketing policies, the total occupancy rate for our office and
industrial/office premises rose to 95%, 2% higher than the rate
last year.

Residential and Apartments

Our residential portfolio offers a mix of luxurious residential
properties as well as comfortable serviced apartments. The
Summit, our signature property located in Hong Kong's exclusive
Mid-levels area provides luxurious living space offering some of
the most panoramic views in the territory. Popular among both
corporate and consular tenants, the development generated a
rental income of HK$71.2 million with an occupancy rate of 84%.

Located on the south side of Hong Kong Island, our Burnside
Villa development continues to be popular among corporate and
professional tenants. Consisting of 45 villas-style homes in a
green and open environment, just a couple of minutes walk away
from Hong Kong's most well-known beach, Repulse Bay, the
development offers a relaxed life-style. It generated an income of
HK$46.1 million during the year with an occupancy rate of 91%.

Kornhill Apartments, our serviced apartments, providing a
comfortable and convenient living environment for Hong Kong's
busy executives, also performed positively. With an expanded
clientele, particularly from the corporate sector, the average room
rate grew a significant 11% over the previous year. Located above
the Tai Koo MTR Station in Quarry Bay, the apartments saw a rise
of 15% in rental income, with an occupancy rate of 70%.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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. The Peak Galleria, The Peak

Park-In Commercial Centre, Mongkok

. Amoy Plaza, Ngau Tau Kok
. One Grand Tower, Mongkok
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Our property development and sales performed particularly
well during the year. Taking advantage of the improved market
conditions, which saw prices soared in the luxury residential
market in the second half of 2007 and the number of sales
transactions increased significantly, we released a number of
properties for sale.

The response was overwhelming. We sold a total of
approximately 800 units, primarily from our award-winning
developments — — The HarbourSide and The Long Beach,

bringing in an income of HK$6,334.8 million, substantially higher
than the figure of HK$1,385.6 million recorded last year. Profit rose
to HK$3,551.9 million, an increase of 1,079%, representing a profit
margin of some 56%.

Looking forward, though there has been a fall in the overall

Hong Kong market in the number of transactions in the first half
of 2008, prices appear to have softened only slightly. With the
quality of our developments and focus solely on the luxury market,
our commitment to precision and state of the art execution,

we believe that we will continue to maximise revenues in this
sector. We expect the cash flow generated in these areas to
finance our planned expansion on the mainland.

The HarbourSide

Taking advantage of the positive market conditions in the second
half of 2007 and the opening of the highly-publicised shopping
complex in the neighbourhood in September, we resumed sales of
this prime development above the MTR'’s Kowloon Station in the
third quarter of 2007. With strong interest from end users, a total
of 113 units were sold at an average of HK$16,900 per square
foot, to bring in sales revenue of HK$2.6 billion.
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Consisting of 1,122 luxury units in three 80-storey blocks, a total
of 359 units had been sold in The HarbourSide by the end of June
2008. Future sales of the remaining units in this development will
benefit further when the nearby commercial and infrastructure
facilities have been completed.

The Long Beach

In October 2007, we launched the sale of The Long Beach, a
residential development consisting of eight 43-storey towers

in West Kowloon. With over 1,800 units, this spectacular
development offers panoramic sea views as well as first class
recreational facilities. Implementing our focused marketing
strategies, a total of 605 units were sold within two weeks.

The sales generated an income of HK$3.3 billion at an average of
HK$7,100 per square foot.

Other Projects

In addition to the above, we sold 69 out of 92 available units in
AgquaMarine, at an average rate of HK$5,100 per square foot,
some 12% higher than the previous year.

Twelve remaining units at Carmel-on-the-Hill were sold this year at
average price some 25%higher than before.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08



A2 AT « MANAGEMENT DISCUSSION AND ANALYSIS
W — W 3 5% R S i
HONG KONG — PROPERTY DEVELOPMENT AND SALES

= =
2
(14
[ ]

1. BBXT

2. BmE
1

2 1. The HarbourSide
2. The Long Beach

EERBESRAR —TT+/ T N\FER



-lnlrn 1..L' i

2 | L [ = F._
AL il ..:-.iu._mﬂllm....._. 1% -..._.L.rl.-......_...-__.l...%.

L !

- o

b b v }fﬁ

.ﬁ.l..

— e

A A a2 MU ML L SN

._“.,.___ M_._h.___.__l_x_.ﬂ.ﬁ _hﬁ E,L._,ﬁ._r.ht..__El_. __.._ Eﬁ

..”..I_ldr.: /

ANNUAL REPORT 2007/08

HANG LUNG PROPERTIES LIMITED




o

hREN—ERE
MAINLAND CHINA — e
PROPERTY LEASING '

¥ «



o __ 1A}
W)

ik, ]

l

-.- -
I
U] e




gz E kA « MANAGEMENT DISCUSSION AND ANALYSIS

T A — AT

MAINLAND CHINA — PROPERTY LEASING

ZEPEANMSERE M B R E WS

2R SEFRRBERG  EREAME
ERT 2B ELSERZNREYEA
B BATAFARIERIEENS £
B2 X REE BRI R R H R
BEYE - ELFR - HARKEER QK
U SEELEMERE — BEESME
[EREGBYES  HER/LBZ B
e YREEZRERTERBBAD
“ 2R FRAIRK G E — S

ERESMNR ELESZEEANEYRZ — ™
RAK R ARSZEAZAEERLE
FEMNGAERD - HBwlZ A 2P
FERRBEHUHRZEEERE  flanRibT
(Cartier) * ¥ 5 B & (Louis Vuitton) + &&
5 (Chanel) }238 B (Versace) % & 3 N
FEIFTE, Pl —ST+F+— AREZE
BBE - HEHXREG 22— B BIRES
RL pRE—LHAEZLRE - HEEEHE
mEWR TEYERESHSHAI LA H
FRZHSRANEBE=E-_TALAE T8
T BEFEABDZMNA— -

%A B BIEMER AR AR - WEERE
2 ERMBHRE - RERRBEARKSHE
P o @E S B AKBIERIL T KR IME

Capitalising on the rapid urbanisation and growing affluence in
mainland China, our strategy has been to build a portfolio of top
quality investment properties in prime locations and major cities
in mainland China. Accordingly, we moved into this market 15
years ago with two leading properties in Shanghai’s cultural and
commiercial district of Puxi. This strategy has proven successful
over the years — — our two projects in Shanghai, Plaza 66 and
the shopping mall at The Grand Gateway, have become major
landmarks in the city. This winning formula has returned a gross
yield on our investment cost of over 20% and we expect this to
further improve in the future.

Plaza 66, our award-winning commercial, retail and office complex
on Nan Jing Xi Lu, in one of Shanghai's most well-known shopping
districts, continues to attract top names in the retail business.
With a tenant list that reads like a Who's Who of the world’s top
luxury brands, from Cartier to Louis Vuitton and Chanel to Versace
as well as innovations such as the Watch Gallery that opened in
November 2007, Plaza 66 is not only fully occupied, it also has a
long waiting list that includes some of the world’s most well-known
names. Fuelled by growing affluence in this cosmopolitan city, we
saw an upward trend in rentals during the year — — commercial

and retail rentals for the development rose to HK$329.6 million, an
increase of 41% over the previous year.

The complex also consists of two Grade A office towers, popular
among multinational, IT and fashion businesses from around the
world. Despite the fact that office space doubled in 2007 with

LBHSWA
Shanghai Rental Revenue
HZENXA=1HLEFE For years ended 30 June 1,500 $1 '455 million 100
1,200 80
C
S
E
@ 900 540/0 60 -
= <2
IR &
iy R
im 600 40
i 0
% 27% &l
21% 9
300 19% 20
SO IREMGIER %
Annual rental growth
2004 2005 2006 2007 2008
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the addition of more than 81,400 square metres, when Tower |l
was launched, both towers are fully occupied, contributing rental
revenues of HK$586.5 million during the fiscal year.

The Grand Gateway, located above Shanghai's largest subway
station at Xujiahui, enjoyed similar growth. This upscale shopping
complex, consisting of 102,000 square metres of shopping space
and housing over 450 retailers, cinemas, restaurants and other
leisure facilities, remains fully let. With a strategic mix of both

local and international tenants, which include agnés b, Bally and
Cerruti 1881, income from commercial and retail rentals rose 37 %
to HK$507.1 million. With two new metro lines opening at the
Xujiahui station in the next couple of years, pedestrian traffic at the
shopping centre is expected to increase significantly.

RE R E YRR B R DY R B T AT

Geographical Analysis of Mainland China Investment Properties and

Properties Under Development
RZTZT \FXA=+H At 30 June 2008

BmmEE (FF5K)
Gross Floor Area ('000 sg. m)

2008 2007
5 Shanghai
REE R Xuhui District* 146.5 169.5
Hem* Jing An District™* 2711 271.1
KE Tianjin 153.0 153.0
&5 Shenyang
R (P AT ) Shenhe District (Zhongjie Lu) 109.7 109.7
EAE(FEANE) Shenhe District (Qingnian Da Jie) 800.0 800.0
Fi:d 7] Wuxi 255.0 255.0
=) Jinan 150.0 150.0
st Total 1,885.3 1,908.3

* BEEEIBZERARE

Including gross floor area of car parks

LPEREYRZBEDN

Segmental Analysis of Shanghai Investment Properties

OO OO OO OO OO OO OOOOOS

BEEE (TFAK)  HelA (B¥%aET) HEE (Aot)
Gross Floor Area Rental Revenue Occupancy Rate
(000 sg. m) (HK$ million) (%)
2008 2007 2008 2007 2008 2007

Bk Commercial and Retail 153.6 153.6 836.7 604.4 100 100
BTE Office 159.6 159.6 586.5 3143 100 100
=85 Car Parks 104.4 127.4 31.8 26.6 N/A N/A
4t Total 417.6 440.6 1,455.0 9453 100 100
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As at the end of June 2008, five sites, at prime locations in Tianjin, Shenyang, Wuxi and Jinan have been acquired.
The details of these projects are listed below:

PRI ERIRERHMER

Most Updated Information of Developments in mainland China:

5H

Project

OO AL

i 24

Location

FEAR
Main Usage

HEEEE

Total Gross Floor Area

HERR
Project Descriptions

REERES

Tianjin Hang Lung Plaza

RIBF T EMF %
Heping Lu, Heping District,
Tianjin

[ S

Commercial

153,000 F 75K /sq.m

IR BRI RETROLMEE — RS hEF
WERIEHBE+AZFELEETIZ2— - EERN
T RF-ABARBGHOEMAE L, E®
DR UBER-—EEAEEEBRETAE=T
FRRMIERBEYRES - HEERSERAE
T Bt T—ZF%K - ILBEIEE ER
[2007 FMIPIMZEETEARRIER K& - TF
KOERE M RIEEE - Z R EETETE T 2B & E
BB ARYZEIAR -

A prime 4.4 hectare site was acquired

in January 2005, located at Heping Lu in
Tianjin’s city centre, which was named as
one of “the 10 most famous commercial
streets in China” in 2005. Construction
of a top end 153,000 square-metre
shopping complex commenced in May
this year with completion expected in
2012. This visionary project received

the MIPIM Architectural Review Future
Project Awards 2007 — — Retail and
Leisure. MIPIM Awards reward the best
international real estate projects from
around the world.

BREEREHES
Shenyang Zhongjie Han

&R I B AT R
Zhongjie Lu, Shenhe District,
Shenyang

[ZE S

Commercial

109,700 ¥ 75 >K /sq.m

SER-_ZTRFNABA—RBURESGTH L
R - MR EEMERNE I 2E5S
Wik ZAZFR WEBRAEST 2B EHR
o WERXBMMEE -—HGR_ZETZAFHER
(2B REEEEGI 2 — BEBBRE—E
BEAEBENETENTEEFEARKNED S
L WERZZTEAFHI B RZTZNF
FIREHK °

In September 2005, we acquired a prime
commercial site on Zhongjie Lu, at the
heart of Shenyang City, near the Shenyang
Imperial Palace, one of the world's Cultural
Heritage sites. Zhongjie Lu has formed

the city's prime commercial and trading

hub for the past 300 years and similar to
Heping Lu in Tianjin, was named as one

of “the 10 most famous streets in China”

in 2005. This project, which consists of
some 109,700 square metres of prime
retail space, began construction in 2006
and is expected to be completed at the end
of 2009.

EELEERAE —TTL/TN\EFER



EEEETRES

Shenyang City Hang Lung

EHIEERES
Wuxi Hang Lung Plaza

&S
Shenyang L

PN: ®

Tianjin

g .

Jinan

i3}
Wuxi e

BEEERES

Jinan Hang Lung Plaza

DOAAAAAAAODOOAAIAAAAOOODS DO AAAODDAIHIAAAAAOOHIHAAAAI DO AHAAP IR

BEE BT RS FE AR
Qingnian Da Jie, Shenhe District,
Shenyang

E¥ BFE  BERREXER
Commercial, office, hotel and serviced
apartment

800,000F 5 >K /sq.m

WHEAMRNEER 2EQEST  R_ZTTRF
NABA - BEREN M & 4 iR m BT RS

B MREBESTPORBRIEEIZFFEX
o dizEaE SRR NERI 2] - WKH
BT ES R EFAE LR BIE - BRI RIEE

WREZ AR EG ﬁﬁéﬁlﬁFi’%J%*@F
SERIAE  BEBREREEDDL BRI

B ANERBERREAEA EEF'EW;?Z&@
—EATARNEREXARAARAEZKPRARILES
WAREH BEER-ZEZLFWAH L - 78
AR FROEEK -

This development, in Shenyang City, the
capital of Liaoning Province, was acquired
in August 20086. It is located adjacent

to City Plaza, the definitive landmark in
Shenyang City, and along Qingnian Da

Jie, the “Golden Corridor”, which runs
along the centre of Shenyang. The building
of the newly proposed No. 2 metro line
along this “Golden Corridor” will also
enhance pedestrian flows with stations
both on Qingnian Da Jie and City Plaza.
Shenyang City Hang Lung Plaza, a multi-
complex development, consists of world-
class shopping facilities, office towers,

a six-star hotel and serviced apartments.
The twin office towers, rising over 350
metres, will become the tallest office
building complex in north eastern China.
The project broke ground in April 2007 and
is expected to be completed in phases from
2012 onwards.

> <>

MREZEARTHE
n

Renmin Zhong Lu, Chongan District,

Wuxi

Commercial and office

255,000 75K /sg.m

lH:IEE LT AR D E ISR - PR R E15
M EROEETRIR - ZBATNA
Ig,ﬁg%lﬂ:ﬂ AR - EIETTNERT

BMAEZERQERT - LRINCED )
[— B NFHBEAERERFER T HETH
FE=fI - FERN-_TTRE+ - ABAZE
i BEAR-BRNFFRAMET -

Like the others, this development

is located in the central business
district, at the junction of the City's
two busiest commercial streets. The
area forms the city’s primary shopping
district, attracting huge pedestrian
inflows. Wuxi is not only the major
economic city in Jiangsu Province, it
ranks third in Forbes magazine'’s list of
“2008 China’'s Best Business Cities”.
The site was acquired in December
2006. Construction set to commence
before the end of 2008.

&

PR T BRIk E%
Quancheng Lu, Lixia District,
Jinan

[ZE S

Commercial

150,000 F 75K /sq.m

FER-_ZZLF - ABAZBLRILERS
B BEEmsEeR o [HmEE
(& 35 | B B Rl @ 1 2 R - 48
MERRWES  #eEESNEAEER
RETRE T RNEREEYHL - WE
REZTTLFFERTHLER - BN
T—TEFEK -
In February 2007, we acquired a
prime lot in Jinan, the capital city and
political, economic and cultural centre
of Shandong Province. Located at
Quancheng Lu, also known as the
City's “Golden Avenue”, adjacent to the
famous Quancheng Square, the Jinan
Hang Lung Plaza consists of six storeys
and 150,000 square metres of world
class shopping space. Construction
commenced with the ground breaking
ceremony at the end of 2007 with
project completion expected in 2010.
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We are committed to building sustainable,
culturally sensitive and aesthetically pleasing
development in China...
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WE AIM TO ACHIEVE ENERGY-
EFFICIENT, COST-EFFECTIVE AND
ENVIRONMENTALLY FRIENDLY
OPERATIONS WITH SUBSTANTIALLY
HIGHER STANDARDS THAN
DICTATED BY CURRENT PRACTICE.”

ERmP [HERINENERE  EihEE
BRSNS IBE-_+RF FEE
FrOQEREETEAN 2T EIRITIE
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REZERTHFEEN IR S EHERE
EH -

B HOERIE AR B R AT DB AR T
FIAEYE - LAERIERR B AR ENRE
BEREERMan - AN MIRE A as o 518
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“When the sleeping dragon wakes,"” Napoleon said of China,
“she will shake the world.” With economic growth averaging
almost 10% a year over the past 25 years, the sleeping dragon
is indeed awake. However, the country’s rapid urbanisation has
not been without cost. Unbridled and uncontrolled growth has
consumed vast amounts of resources and created tremendous
pollution, posing huge challenges for the Chinese government.

Responding to these challenges head on, China has implemented
a comprehensive line-up of “green” laws, seeking to protect the
environment with an emphasis on sustainability. Fully accepting
that this crucial task should not be left to the government alone,
and as a socially responsible company, we are committed

to building sustainable, culturally sensitive and aesthetically
pleasing developments.

Our approach is to include sustainable design features in all

our properties to achieve energy-efficient, cost-effective and
environmentally friendly operations with substantially higher
standards than dictated by current practice. This goal is reflected in
every aspect of our building and operations — — these range from
the application of high-performance low-energy glazing and the
use of renewable power sources, such as solar and geothermal
energy, to the creation of landscaped gardens to dissipate heat.
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At our two flagship projects in Shenyang for example,

our architects have incorporated leading-edge energy-saving
initiatives into their designs. Shenyang Zhongjie Hang Lung

Plaza will be using geothermal energy, based on ground source
heat technology to heat and cool the complex. The technology
takes advantage of Shenyang’s stable ground temperatures to
dissipate heat, using considerably less energy than conventional
cooling towers. In turn, when the building requires warming,

the system draws heat from the soil. The twin office towers of
Shenyang City Hang Lung Plaza have similarly been designed to
harness energy from the earth and the sun. Rising 350 metres
above the ground, we expect this innovative project to become a
“showpiece of sustainable design” not only for ourselves but also
for Shenyang City.

The six-storey Jinan Hang Lung Plaza will use high-performance,
low-energy double-glazing to maximise the conservation of energy.
Rooftop solar panels will also provide a source of renewable
energy. Furthermore, landscaped gardens on top of the 150,000
square-metre mall will provide insulation in addition to offering
pleasant and open spaces with spectacular views.

Our target for all our projects on the mainland is that they will all
be awarded their LEED (Leadership in Energy and Environmental
Design) gold certificates. The award is an internationally recognised
benchmark developed by the US Green Building Council covering
five key environmental areas — — sustainable site development,
water savings, energy efficiency, materials selection and indoor
environmental quality. Currently the world's buildings account for
40% on average of all energy consumption. We hope that our
committed and forward looking practices will not only translate
into our own sustainability for future growth and development,
but that they will also have a lasting impact on the environment
and the long-term viability of the economy in China.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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Major Properties Under Development
RZZEZN\FA=1+H At30June 2008

BIEHEEE TERTERK
H AT (FFK) =Pt
(EHK) Total Gross 7 TP £ Expected
Site Area FERE Floor Area Stage of Completion
b Bh Location (sg. m) Main Usage (sq. m) Completion Date
&t HONG KONG
vk Blue Pool Road, 7,850 R 8,005 FTElH 2011
NI ERS747 5% IL 5747 Planning
Xi# TIANJIN
Fn = Heping District 44,277 C 153,000 HETE 2012
B Heping Lu Foundation
&% SHENYANG
beSENA Shenhe District 34,845 C 109,700 BELLE 2009
AT Zhongjie Lu Superstructure
& Shenhe District 92,065 C/H/O/S 800,000 WHETE 2012
EG N Qingnian Da Jie Foundation (B—£0)
(Phase 1)
it ) WUXI
e Chongan District 37,324 C/O 255,000 HEls 2013
AR Renmin Zhong Lu Planning
piie] JINAN
T E® Lixia District 52,569 C 150,000 HETE 2010
EIEE Quancheng Lu Foundation
C: &% Commercial
H: JBIE Hotel
0: BFE Office
R: =% Residential
S : BRIEAEFT Serviced Apartments

N EMEERAKERERS -

All the above properties are wholly owned by the Group.
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Properties Completed for Sale

RZZZN\FNA=+H At30 June 2008

RIEEEE REH
(FFK) RED ENive ¢
Total Gross FEEAEE No. of Unsold
FE2RE Floor Area No. of Unsold Carparking
b2 Location Main Usage (sg. m) Residential Units Spaces
OO OO OO OO OO
&E HONG KONG
BBRXT The HarbourSide, R 92,368 763 520
R EEE15 1 Austin Road West,
NBEAHLER 1108055 KIL 11080
IR The Long Beach, R 99,531 1,224 -
YGIBIESSR 8 Hoi Fai Road,
BEAIHDER 111525 KIL 11152
HFEX AquaMarine, R 2,011 23 -
TRERRESIE 8 Sham Shing Road,
FNBENHER6338 5% NKIL 6338
E=2 1IN Carmel-on-the-Hill, R 286 2 23
MRS - 9 Carmel Village Street,
NBEAIHBER 1112258 KIL 11122

R: =% Residential

A EMEERARERERER -

All the above properties are wholly owned by the Group.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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LR LY/ E S

MAJOR GROUP PROPERTIES

FEREYF
Major Investment Properties
RZZEZN\F/,A=1+H At30 June 2008

HE

&t
PRKEE

ENmIAT
EEZFIE6E -
AHER 33957
EBZFIE 155 -
AHER7310 5%
LN
ERAE22 5%
R ER 64455
BITIRITRE -
=B 4405
TS EL 10358
AEZ M BER

SIERE
ISR

iR ET
BER L
BEHA2-20 5%
RIHLER 5245% K 74955

A& -
B - B

OISR - N
RLAEH - SLITE

IR 23157
K528
BB 46955 K2 4705%

BEE
WEET
N30 EX 856055
It

15 £28 1% -
T EE6-85%
RHLER 863355

b B2 f i 4

Location

HONG KONG
CENTRAL AND ADMIRALTY

Printing House,
6 Duddell Street,
IL 339

1 Duddell Street,
IL 7310

Baskerville House,
22 Ice House Street,
IL 644

Standard Chartered

Bank Building,

4 - 4A Des Voeux Road Central,
Sections A&B of ML 103

Queensway Plaza,
93 Queensway

CAUSEWAY BAY AND WANCHAI

Hang Lung Centre,
2-20 Paterson Street,
IL 524 & IL 749

Fashion Walk,

Paterson Street, Houston Street,
Great George Street,

Cleveland Street, Kingston
Street, Gloucester Road,

ML 231, ML 52,

IL 469 & IL 470

Park Towers,
1 King's Road,
IL 8560

Shui On Centre,
15/F-28]F,

6-8 Harbour Road,
IL 8633

Lease Expiry

2848

2848

2880

2864

2012

2864

2842, 2864
& 2868

2060 *

2060 *

BEERE (FHK)

Gross Floor Area (sg. m)

% Rt
Commercial
and Retail

1,709

1,473

4,814"

6,923

8,613

31,072

1,101

I% /878 FERBA
Office and Residential
Industrial/ and
Office Apartments

5,980 -

9,007 -

3,379 -

23,730" -

22,161 -

- 7,935

16,313 -

BAEAE
No. of
Carparking
Spaces

126

250

42

EELEERAE —TTL/TN\EFER



FEREYE®

Major Investment Properties (Continued)
RZZEZN\F/,A=1+H At30 June 2008

2

Location

b B2 f i 4

Lease Expiry

BEEE (F7K)

Gross Floor Area (sg. m)

Bl GEE
Commercial
and Retall

BEFER
T /'57E
Office and
Industrial/
Office

FEREAM
Residential
and
Apartments

BAI#HE
No. of
Carparking
Spaces

OO0 OO OO OO OSSO OO OO

HE®)
BELL R 8 7

BERES
B2
A EX 856655

ERE
BEILE25R -
M EX 85665

S ¢
REIBETIA -
POHER3507H:
WIER ¥ ILE

ILTEESS -
TEE 1185k
T RB b ER 3557
TtH=E
2-35R5E —FE -
E L TAEsAR -

A ER 89655 K 28505

iz
RITEPEA1CHE -
A E% 887055

BEREE

BRE - BEEI -

TP ER 99455
HA

REARLE—H -
FRHE6885E
NBEAHEL 126257
HEBFO—H

TRHGEE27-641A% -

BERHER 1024655
RGO —HR
BEE6255% -
HNEERHLER102345%

HONG KONG (Continued)

KORNHILL AND QUARRY BAY

Kornhill Plaza,
1-2 Kornhill Road,
IL 8566

Kornhill Apartments,
2 Kornhill Road,
IL 8566

Stanhope House,
734 King's Road,
IL 3507

THE PEAK AND MID-LEVELS

The Peak Galleria,
118 Peak Road, RBL 3

Nos. 2&3, Garden Terrace,
Block 2, 8A Old Peak Road,
IL 896 & IL 2850

The Summit,
41C Stubbs Road,
IL 8870

HONG KONG SOUTH

Burnside Villa,
9 South Bay Road, RBL 994

MONGKOK

Argyle Centre, Phase |,
688 Nathan Road,
KIL 1262

One Grand Tower,
627-641A Nathan Road,
KIL 10246

Two Grand Tower,
625 Nathan Road,
KIL 10234

2059 *

2059 *

2082

2047

2078 & 2886

2047

2072

2060

2060

2060

53,080

1,061

12,500

64

19,276

1,629

10,677

26,720

22,637

8,614

35,275

558

15,225

9,212

1,069

70

493

25

54

89

40

HANG LUNG PROPERTIES LIMITED
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EJUEE X
MAJOR GROUP PROPERTIES

FEREYE D

Major Investment Properties (Continued)
RZZEZN\FA=1+H At30June 2008

BEERE (FHK)

Gross Floor Area (sg. m)

I¥/857% FEREAH BEAE

s N Office and Residential No. of

WRERFH  Commercial Industrial/ and  Carparking

b 2h Location Lease Expiry and Retail Office Apartments Spaces

OO SO OO OO OO OO OO OOOOOO OO OO OO

&) HONG KONG (Continued)
Az MONGKOK (Continued)
BEBAE - Hang Tung Building, 2045 * - - - 955
ERE1112-11205% ©  1112-1120 Canton Road,
BEAHER97085% KIL 9708
S EL YN Park-In Commercial Centre/ 2044 * 6,297 29,966 - 478
Rkt Gala Place,
BT 1556 9% - 56 Dundas Street, KIL9590
BE A1 ER 959055
[GEICTE LV Hollywood Plaza, 2047 9,136 17,974 - -
TAFEG105% - 610 Nathan Road,
BEAIBER 1102458  KIL 11024
Bi& Carmel-on-the-Hill, 2050 2,131 - - 11
MR, - 9 Carmel Village Street,
NBERMER111225%  KIL 11122
RPHERFAENE TSIMSHATSUI AND WEST KOWLOON
FREF L - Grand Centre, 2038 3,688 7,198 - -
HEFLEs 8 Humphreys Avenue,
NBEAHER 77255 % KIL 7725 &
8026557 KIL 8026
BRI RS - Hanford Fashion, 2037 2,443 3,892 - -
TAFE221B-E5; 221B-E Nathan Road,
NEEPIE106195E % KIL 10619 & KIL 8132
8132%%
HFEX AquaMarine, 2050 22,350 - - 516
TREREESIE 8 Sham Shing Road,
NKIL 6338
The Long Beach, 2050 20,200 - - 390
8 Hoi Fai Road,
HFABERMER 1115258 NKIL 11152

EELEERAE —TTL/TN\EFER



FEREYE D

Major Investment Properties (Continued)

RZZZN\FNA=+H At30 June 2008

HEh

Location

b B f i 4

Lease Expiry

BEERE (FHK)

Gross Floor Area (sg. m)

i R
Commercial
and Retail

T /578
Office and
Industrial/
Office

FEREF BEAE
Residential No. of
and Carparking
Apartments Spaces

OO SO OO OO OO OO OO OOOOOO OO OO OO

&) HONG KONG (Continued)

+HAREE NGAU TAU KOK AND KWUN TONG

ARES Amoy Plaza, 2047 44,951 - - 620
FEEABTTY 77 Ngau Tau Kok Road,

FTNBEARERS3 5« NKIL 53, NKIL 1482,

14825% ~ 266057 & NKIL 2660 &

39475% NKIL 3947

EARTEAL Amoycan Industrial Centre, 2047 - 6,547 - _
FEBAETS 7 Ngau Tau Kok Road,

FNBEERMER 1744 5% NKIL 1744

BAMES Laguna Plaza, 2047 15,619 - - 165
FR&EE Cha Kwo Ling Road,

HNBEARER6055% NKIL 6055

RHRRERE CHEUNG SHA WAN AND KWAI CHUNG

BEEEDL Park Building, 2047 397 13,109 - -
S1L38476 5% 476 Castle Peak Road,

FABEAMER17615%  NKIL 1761

AR Laichikok Bay Garden, 2047 3,109 - - 172
#S1LE1A1 - 1A2 © Shops 1A1, 1A2,

5A - 6AK 6B R4+ BA, B6A & 6B,

RIEN D45 Lai King Hill Road,

11 EZ 333657 Lot 3336 of SD 4

ATARLD - Star Centre, 2047 - 28,5612 - 27
F1138443-451 3F ©  443-451 Castle Peak Road,

LEXHD44557E  Section A of Lot 690

6905RAER in DD 445

L5 SHANGHAI

TBIERES The Grand Gateway, 2043 101,900 - - 835
TR RE 5% - 1 Hong Qiao Lu,

HER Xuhui District

BEES Plaza 66, 2044 51,700 159,600 - 804
A R PH 351266 5 - 1266 Nan Jing Xi Lu,

HeE Jing An District

* AEEET R

HANG LUNG PROPERTIES LIMITED

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

SERBEERE_E_T BT FIkEFRZASKA - EREE YRS /N —F— - F X ALHE -

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

in 2012.

ANNUAL REPORT 2007/08
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B 75 2% A B iR U el
REVIEW OF FINANCIAL RESULTS AND POSITION

—EBEt EN\EEZHKES
Financial results for 2007/08

28
(BPE)
B A ETTETE in HK$million 2008 2007 change (%)
P
Eigﬁ Turnover
Turnover
HRARRETEAYER  BEHEEBERER Rental income
I8 -
EEESE —EEFEN BT ANF+ = AEK & Hong Kong 2,290 2,059
2 FEHEEBERS N -
VIEMETE  ALEEERN\BEEEEN B = 2 (A Mainland China 1,455 945
FEREBERNAETRESMEERRAT—A—T=@
B SFARFHEEIROABE LT BT 3,745 3004
kA¥E—BTHLET -

Spurred by the remarkable growth in s e Property sales 6,335 1,385
commercial and office sectors, Hong Kong

rental operations continued to perform well.
The completion of Plaza 66 Office Tower Il in
December 2006 provided additional impetus
to Shanghai leasing activity.

In property sales, we sold nearly 800 Other income
residential units, with 605 units from
The Long Beach and 113 units from The
HarbourSide at an average price of about

10,080 4,389 130%

HK$7,100 and HK$16,900 per square foot BEERKA KR Direct costs and operating

respectively. BEER expenses (3,483) (1,686) 107%
HA

Other income U/ Administrative expenses (361) (243)
HRARBE BN T a8 T2 RITFE

WA °

Other income represented bank interest REYES Increase in fair value of

income of HK$281 million. A{ER N investment properties 10,182 5,962

THER

Administrative expenses Finance costs (150) (297) -49%

THRERLZBETRABRAREMBARMY -
Administrative expenses comprised mainly

administrative staff costs and other corporate FE(EA AT Share of profits of jointly
45 =]
Sxpenses. gl controlled entities 129 78 65%
BREMEZ AFEEN
Increase in fair value of BUA Taxation (2,784)  (1,403) 98%
investment properties
S ERRTISHAEIREMEEANTRER -
The revaluation gain reflected a keen market _— 3
demand for existing investment properties AR A Profit for the year 13,894 7,103 9%
portfolio.
MBEER FEAGAER Attributable to:
Finance costs
R&ER Shareholders 13,159 6,371 107 %

B35 8 A T R AR EHAR T RRITRERRD

Finance costs fell along with the decrease in loan DEIR R RS Minority interests 735 732 0%
interest rates and the reduction of bank loans.

EERBEERAR —TT+/ T N\FEK



R-ZZBZENFXRA=THZHBRR
Financial position at 30 June 2008

#h

5
(BHL)
LB BB TEE in HK$million 2008 2007  change (%)

EME Investment properties 59,085 47,153 25%

HiERE Other non-current

BE assets

it
e
M

Inventories 6,817 9,542 -29%

HERIBITEMR Cash and bank deposits

Hftn#hEE Other current assets 1,366 837 63%
mBEE Current liabilities (2,555) (1,825) 40%
RITE Bank loans (4,419)  (4,782) 8%
FEERE Floating rate notes (1,500)  (1,500) 0%
ERERHIARE Deferred tax liabilities (6,824)  (4,813) 42%
R E TR AR Finance lease obligations (393) (487) -19%
EERE Net assets 68,651 55,838 23%

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08

HibIEREEE

Other non-current assets
HEMERBEETZRRERTYE - HERE
TR EAIEARE -

Other non-current assets mainly included
properties under development. The increase

reflected our continuous investment in
mainland China.

RERRITHER

Cash and bank deposits
BRYREMR B REBMIBERR ZIRE M -
The strong cash position will enable

the Group to grasp future investment
opportunities.
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S % [l

FINANCIAL REVIEW

REBEEREEME

REBEBRR T RRBEZ HEMERERS
BART=ET - ARMZASRABREX
B Eit - ROSEERRSFERR -
REFAIAF R (NEEIREHE -

RZEZNEFEXNA=Z+TH BEXxZHH
CIERTEEERRITERERABE
ZE—t—EBATAENTET BB
—BZREETFEENTBLARITER -
%% BRE-_T_B8LREAHEE"

Liquidity and Financing Facilities

Sales proceeds from The HarbourSide and The Long Beach
totalled HK$6.3 billion which contributed to our cash inflow
significantly. As a result, we continued to keep a higher net cash
position which would enable us to seize any potential investment
opportunities.

As at 30 June 2008, undrawn banking facilities together with
bank deposits amounted to HK$21,199.8 million, comprising
HK$10,577.8 million in bank deposits, HK$10,022.0 million in
committed facilities and HK$600.0 million in demand facilities.

ﬁg/ \1ﬁ7E7E'j/EHH ;?f
i )] 8 BEx
Liquidity Ratio Gearing Ratio

HNA=H At 30 June

MNA=+H At 30 June

5 4.7 times 30
25
4
S
= 20
3 R
E 3 b
Ho
15
2
10
1
5}
% 0%
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
M RBLLERDABEERTEEERSDABEILE - M3E AR EERRAENFEE 2 L o FEERRTE

Note: Liquidity ratio represents current assets less inventories
over current liabilities.

ooOER Tﬁg&mﬁléiﬁ%’?%}f‘ W ® RIRITER o Bk
RIBFERR R e R DR R A o

Note: Gearing ratio represents net debt over equity plus net
debt. Net debt represents bank loans, floating rate notes
and finance lease obligations, less cash and deposits
with banks. Equity comprises shareholders' equity and
minority interests.

EELEERAE —TTL/TN\EFER



RZZTZENFERA=Z1TH BMNBEEE
THRTZFERE  RERBREAN_TT
NE+T - AZBEER S BRENERKAR
Al EM ARz D o WAL EE A ARER
ZERBIFEREHARBIES ©

Hﬁ/%\
EFRRBRERHMEESRAA I &
EFERNADZ TN - 2FEREARE
BRANARNL BEFEEMESZ T/ -

HPEEESEFERAMKNR SRR B
BERRIIRIE © Ml 0% 177 A e e
BB - (ETER EEE MR 2R
B RS -

At 30 June 2008, we have floating rate notes of HK$1.5 billion
which are repayable in full in December 2009 and have no right
of conversion into shares of the Company or any other body
corporate. We have no other outstanding fixed or floating rate
notes or convertible bonds.

Dividend

The Board has proposed a final dividend of 51 cents per share,
which is an increase of 19% above last year's figure. The total
dividend for the year is 66 cents, up 18% from the previous year.

We will continue with our policy to keep the absolute amount

of total dividends payable each year steady from year to year.

This ‘'smoothing out’ process avoids pegging of the dividend to
annual profits, thereby eliminating fluctuations tied to the timing of
property sales.

35
Dividend
HZNA=1HIFE For years ended 30 June

0% $2,736 million

2,500

2,000

1,500

B E B IT HKS million

1,000

5

o
o

2004 2005 2006 2007 2008
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Ja\ B 4 B

RISK MANAGEMENT

T ih i

BAE P EAM R G ERERE - Hp
By MEE 2 BEER - BEAHA
W EBERMERBN BN CX
FHREERTHKAARE - FERTEREEMIEAR
Al %%W3125EﬁﬂE§§$fEEAQ§AEEU BT HE
Z‘“ EZEHEEEKRNTEEEEB I - KA
e i@ TeBEB2ERERR 2 T EE
B EEVERBESBE T - AIITHH
R HERFTAERISE -

FESHE  RAKEEEEDEKS =i

HAL
BBEIEEE A BRI I -

RehmEaEE
AEEZRSREERAFRERE - KM
EEMARKRSHEREEZR  HIFN
REBRIFZEHBBADSRARR - £
SEER L BRANBERFEFEEME
TR BE TR ZRITEREE - RS
B EBERRESHLK -

T LR

BIARIFRE ZRBE ST - BIREER B

ﬁi%’@ﬁfﬁuﬁﬁﬁiﬁﬁﬁé?ﬁ% AP IR
NERBEHEHA ZERBRR  WRLZE

KT?EWH;S%X/J?WEHH REK o

MR ERER

BB ERPTAIE 2 R R - BRI E
BEERTRERE - AWK EELE

ABEINERIZFB MRS - BBEEEMN
BEZIMATTZENHABEREENTE
Eﬂh°ﬁﬂ§% BAARLERES
RHBERMEESYR - HimBEE KB A
Koz ERRER -

Land Bank

We have established a strategy for investment in mainland China,
which sets out criteria for the selection of locations and projects.
These include the economic development and infrastructure of
the cities, the level of support from the local government and the
land cost. We will conduct a thorough evaluation of these criteria
before deciding to commit to any project. Apart from having an
experienced professional team to carry out the execution for each
project, our management actively participates in different stages of
each project including the identification and acquisition of suitable
sites, feasibility study, project design and implementation.

In Hong Kong, we will continue to identify opportunities prudently
to expand our land bank at appropriate times by acquiring sites
through various means.

Cash and Funding Management

We centralize the management of cash flow for the Group. All
surplus cash is pooled together either to repay borrowings or place
with reputable financial institutions to maximize the return. We
maintain appropriate amount of banking facilities with attractive
terms and diversified maturity periods at Group level to support its
growth strategy and funding requirements.

Liquidity Risk

Our liquidity is kept in strong position so that sufficient funds

are always available to meet liquidity requirement. \We monitor
closely the repayment schedules of our liabilities portfolio and
different sources of funding are arranged well in advance to meet
payment requirement.

Interest Rate and Exchange Rate Risks

We closely monitor our exposure to interest rate risk in order to
minimize the overall cost of borrowings. Most of our borrowings
are in Hong Kong dollars with floating interest rates. The maturity
of monetary assets and liabilities are arranged in such a way

that the re-pricing risk is minimized. Exchange rate risk due to
fluctuation of exchange rates is mitigated by using local currency
funding, where appropriate, to match the operating currencies.

EELEERAE —TTL/TN\EFER



RATETR

B BRRB BRI AT 2 0T 4
TARS - ZMRAIKMBITETAREEM
BEBRSEL T - YR A EREEREER
BRETNJTRERA °

REHF FERR
BARAIEEERR ATE BN N EEA
TEOIRS - EREREBKRESR B
PVARREREEEFNANSRESE - £F
MEEFRERXHHFHEERE - Ll
RIBEKTFTHRAEL

TEMERBEEE

BN EERENGEEBRSHESELE
FEEE - BETNESRIMAR - LE Birat
ETES 2 HPAS RWHEEREK - HFAR
EXMNELRE - WRHBEAMARNE -
BEHRBRESERE - ISR ERITT
B SEEBRFRERK -

RiERRE

HFIEREME NAEREMSE - UHERER
HUAE AR B - #EAREMER 2N - K
PIEHERERE B SMERBERERE
ETH2 Wi ZMTEMREEMERLRE
ISEITRIN MR AR - BRFIE RIREYSE
BERE  NERBIMERFEERRE -

“ERR

HPIER QB A RREIE S - AREREE
KBy IEBRFE - SRR RGBSR ZAE
Bk - WA A BT HI5 R BPEIE
HHPETEEN - URRAMBEIFHER
B - RPIEREAREIERF - ARER
ERBUNZERD - JAIMREBLEET
O —BBREBRIEY NIRRT
ATBZEERERE -

Use of Derivatives

It is our policy that no speculative derivative transactions are
entered into. We may use derivative instruments solely for
financial risk management/hedging purposes if justified by the
economic situation.

Counterparty/Credit Risk

\We only undertake transactions with counterparties that represent
acceptable credit risks. When deploying surplus funds, we only
deal with financial institutions having high credit ratings. Ve also
manage to avoid undue concentration of risk by restricting our
exposure to individual counterparties.

Retail Climate and Rental Collection

Advertising and promotional events are organized at appropriate
time and occasion to enhance customer traffic at our retail centres.
We carry out periodic review on our tenant mix and the policy on
rental collection. Our tenants are required to pay rental deposits in
advance and interest will be imposed for late payment. Immediate
actions are taken for rental in arrears to minimize potential loss.

Insurance and Maintenance

We carry out regular review on all of our investment properties

to ensure adequate precautionary actions are taken to improve
their conditions. We have established ongoing maintenance
programme to maintain and enhance our properties. In addition,
we regularly conduct renovation and upgrading of facilities for

our residential and shopping malls. Insurance coverage has been
arranged to ensure that our investment properties are well insured
for accidental losses.

Operational Risk

We have maintained an adequate internal control system to
safeguard our assets and protect against any loss from fraud, error
or system malfunction. Our Internal Audit Department carries

out regular independent review of the internal control system to
ensure that all controls have been properly followed. We have
established an effective back-up procedure to ensure that data is
properly backed up. A separate back-up site is in place to minimize
any disruption to business in case of emergency.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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F42H H
AWARDS

4218 HE TR BEHE
2 [] [] 8 Award Project Award Organisation
OO OO OO
~A 2008 EEEIAF#E — DMREREEAASE — Corporate Governance Asia Zqe
Jun Corporate Governance Asia Recognition Corporate Governance Asia
Awards 2008 — — The Best of Asia Magazine
BRRBRE fBFEHEE 2006/07 £  F=+—EEF
SILVER Award — — Overall Presentation Hang Lung Properties ~ MERCURY Awards tr
Limited 2006/07 21°* Annual International
Annual Report MERCURY Awards
Competition

2 U []7 K>SO OISO OISO OSSOSO OO

+=A 2007 FHEERR KRGS BHEX BT REND
Dec o m[SHE A — ARIRIRE(EEET) HS REFZAZESRERBAR
Caring Environment Recognition Scheme AguaMarine, HENMEZEE
2007 Hong Kong BAEREE
¢ Caring Environment — — The Caring B E RGNS
Environment Award (Residential Building) TNEEZEE

Labour and Welfare Bureau
Rehabilitation Advisory
Committee Subcommittee
on Public Education
on Rehabilitation
The Hong Kong Joint Council for
People with Disabilities
The Hong Kong Council of Social

Service
18 District Councils
+—A 2007 SR M BIRR = th AE A 2R 1812 E5 - BffEHER HE
Nov o PEFLMERIFEE s MIPIM
MIPIM Asia Awards 2007 Plaza 66,
e Certificate of “Business Centres” Shanghai
2007 5 Sp M BUFR B3 i e X 4 ESEERETES R EHER S
o RRIEBHERZE & MIPIM
MIPIM Asia Awards 2007 Shenyang Zhongjie
e Certificate of “Futura Projects” Hang Lung Plaza,
Shenyang

EELEERAE —TTL/TN\EFER



#18
Award

LA IS SRR 5%

Sep MNERRR FTER 22
SILVER Award — — Financial Data
SILVER Award — — Interior Design

~A 2007 (REERF R — DMEEREERRE
Jun Corporate Governance Asia Recognition
Award 2007 — — The Best of Asia

= 2007 £F MIPIM E25E5T 8 R 2R IE B K88 —
Mar TERHBAR RGBS
MIPIM Architectural Review Future
Project Awards 2007 — — Retail & Leisure
Commended Certificate

2007 FCHEBFIZ 10058)F —BRBEE
Ranked 1% in The Top 100 Office Buildings
in China 2007

HH TR
Project Award Organisation

OO OO OO

BIE#IEE 2005/06 F3 5 =+—J8 ARC F R AL E 2007
Hang Lung Properties 21t Annual International ARC
Limited 2005/06 Awards Competition 2007
Annual Report
— Corporate Governance Asia #
Corporate Governance Asia

Magazine

REBERES BEREHERSE
RE MIPIM
Tianjin Hang Lung

Plaza,
Tianjin
BfEES - HEEHMEMS S
b=} AR A B 3
Plaza 66, 5t E 7B
Shanghai EREEA

China Real Estate Federation
World Executive Weekly
World Real Estate Academy
The Wall Street Wire

2 [] [] 6 OO OO

+TZH EARREAXNRFIAZE2006 —
Dec SFERZ=RERERLE
Asia Pacific Interior Design Awards 2006 — —
Honourable Mention — — Category of Club &
Entertainment Space

+—H 2006 FEFEHERBYTOEFHE
Nov Mall China Golden Mall Award — - 2006 China
Best Shopping Centre Landlord Award

2006 FAEEIIZAMB 5 —
[EEISES Tl

Commendation in the Structural Awards
2006 — — Category of Commercial or Retail
Structures IStructE Award

+A 2006 FE Mt ERRE
Jul Asia Commercial Real Estate Award 2006

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08

IREEE AT KR EANFEAZE2006

BB Asia Pacific Interior Design

The Long Beach Awards 2006

Club House,

Hong Kong

TBIE S R EIEYR O EZEMAP O

L5 FEEYHOEERELZEE

The Grand Gateway, WAE

Shanghai Mall China Information Centre
Mall China Professional

Certificate Committee

TEIERES - REARIRMEE

£ Institution of Structural Engineers

The Grand Gateway, UK

Shanghai

BfEES - 2006 35 M 5 1t 22 16 & B B IR 6 ) 3th

i) AR e

Plaza 66, Asian Real Estate Summit Meeting,

Shanghai 2006 & The Appraisal Election
Activity Organisation Committee
for International Fascinating
Estates
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RIEHH
AWARDS
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2 [] [] 6 Award
=A 2006 FCF B FIE 1008 )REBES
Mar Accredited Honourable Certificate in The Top
100 Office Buildings in China 2006

1HE
Project

(ElE332
i
Plaza 66,
Shanghai

AR
Award Organisation

OO OO OO

FREEMERES

t?}%&"ﬁ/\}ﬁﬁﬁi
SHbEE R 9ERR

%Fﬁma@ &l

China Real Estate Federation

World Executive Weekly

World Real Easte Academy

The Wall Street Wire

2 [] [] 5 E> SOOI OISO OISO LSOO SOOI

TZA 2005+ AEBEREEAR
Dec o TREREMSHELNE

o TAREEEEANE
o TRERERAIANE
Top Ten Property Development Projects 2005
® Top Ten Property Marketing Project
e Top Ten Property Sales Brochure
e Top Ten Property Flat Layout

2005 K1EAR 78 A4S
o TAREEEEANE

Top Ten Property Development Projects 2005
e Top Ten Property Sales Brochure

B EE 1 8 SRS B S EE
Classic Commercial Property in Shanghai in
18 years

A [2005High 7E L JB i B AT R
May FE KR & AR
Top Ten Fashion Landmark
in Shanghai 2005

[2005High 7£ L JF i) B AT R
FE+ KB HIE

Top Ten Fashion Landmark
in Shanghai 2005

ERXT

BB

The HarbourSide,
Hong Kong

BHEX
BB
AquaMarine,
Hong Kong

TR

£

The Grand Gateway,
Shanghai

BIE RS

oy

The Grand Gateway,
Shanghai

(ElE3-32
i
Plaza 66,
Shanghai

BEANEMEE
The Hong Kong Institute of
Surveyors

EHHEMEe
The Hong Kong Institute of
Surveyors

ﬁﬁ%mﬁﬁ%ma

SRR

@ﬁ%mﬁwﬁﬁﬁm@
TS

PRETIECERES
X EFEEESE

HEBRENBA S

China Industrial Economic
Association

Shanghai Media Group

Shanghai International Fashion
Association

PR ITECERESS
PEXEFEEESRE

BN A S

China Industrial Economic
Association

Shanghai Media Group

Shanghai International Fashion
Association

EELEERAE —TTL/TN\EFER
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Award

+—A  2004-2005%FF LGSR
Nov New Landmark Building in Shanghai
2004-2005

NA mExRmes
Sep GOLD Award — — Overall Presentation

—A 2004 F(HFEIRFIE 10058 ) (REFE
Feb Accredited Honourable Certificate in
The Top 100 Office Buildings in China 2004

HH TR
Project Award Organisation

OO OO OO

B &% P B B R R AR R S e i
= China International Construction
Plaza 66, Conference
Shanghai
B2 b EE 2003/04 F 3R F+NEER
MERCURY Awards Lt &

Hang Lung Properties
Limited 2003/04
Annual Report

18" Annual International
MERCURY Awards Competition

1EEES 1t AL A I

iy World Executive Institute Limited
Plaza 66,

Shanghai

2 U [] 2 OO OO OO

+ZA 20026 HEmEEERY
Dec JoE R BETE SR AR
Collective Title in Quality Business Service in
Shanghai 2002 - — Certificate of Merit

MmA NYACE # i+ T124
Apr NYACE Engineering Excellence Award

BEES it EETRETIEREE
£ EETREZE®

The Grand Gateway, FETE¥XIE

Shanghai

BEES New York Association of
£ Consulting Engineers, Inc.
Plaza 66,

Shanghai

2 [] [] [] LSOOI OISO OO OISO LSOO SOOI

+—A  BIMEFIERHE
Nov Award of Merit for Out of Area Project
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! Concrete Industry Board 2000
Plaza 66, Roger H.Corbetta Awards
Shanghai Program
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REACHING OUT TO THE COMMUNITY

FR—REEENEEAR  BARGHE
BiRAZHEE TERR  WEBRE
B2EMESEBEIERLNE  BREAGERL
BRHVBEY  ARER  HE2HE
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EREBR A MR AR L LEE
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B £ ZAIRAHO+RREGERE
BOEBY—T _ABTaBRMS
HABRIBEE%IEFED [FENE
HEg BRI TER  UARIEBL+F
gINMBERRERSE@FLFEATL]

BL - AMFANTIESHZ —REER
B EH DHBERN T BT - Bt LIR
BESHE T N\FRARTIERELEMED
BLARE THIEFRENBRNUE

635

As a responsible corporate citizen and acknowledging the
tremendous support received from the communities in which

we operate, we participate actively in a range of community
programmes, making financial contributions to worthwhile causes
while also sponsoring, organising or participating in various social
and educational initiatives. During the year, we made in accordance
with our policy donations totalling HK$34.4 million to charitable
and non-profit-making organisations including helping the victims
of the tragic earthquake in Sichuan. We also sponsored different
earthquake relief activities organised by community and corporate
groups with the provision of venues for the various events.

Our shopping malls continue to provide venue sponsorships for
various causes. During the year, we provided venues for a total

of 45 events, which raised approximately HK$12 million. These
included a fund-raising drive for AIDS Concern, a fund-raising
Walkathon for the Boys' and Girls’ Clubs Association of Hong
Kong as well as charity sales both for the Hong Kong Red Cross
and the UNICEF Youth & Information Centre. One of our major
focuses of the year was to promote awareness and social concern
for minorities in Hong Kong. As such, providing a window into the
art and culture of the Philippines, the Philippine Arts Festival was
held at The Peak Galleria in June 2008.

A REAE - 0 B AL &

TO GIVE IS TO RECEIVE...
OUR COMMITMENT TO THE
COMMUNITIES THAT WE SERVE ¥

BRBEARLA 2T/ TNFFR
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Hang Lung Mathemates Awarcs \N

RPEERTFEBTABEE TIE - XUAIBE
BER|RBEHER - REEMF - EET
MBBMRTLE  BYAERBPEEHEH
EMEE AREEEYEENRE (B
BHEE|EEMERTETXKRBHE
MM BB R A EEEI‘IF“WE&
RAEEIKABEN —SZEMEFaIT
FRE=E -

—EENFEIEEHER|FBEINSGF=
AR - EERTET 2EKMETHE
REMETE - ETHRIIERHE T2
Zag |80 - A\ABREERSF+ARE
DIk ¢/“E-ﬂf’5t|jf§}_ NEEXBMEE
SrEAPIRR - BRAEE o HEHEEKREA
R8T -

[BMEEG BT AUBEBEMEHERAE
B RERBERRHBARE  MEEILE
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SR LML ARE  RERIBARE  PE
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We continue with our youth development activities and our Hang
Lung Mathematics Awards (HLMA) in particular. This bi-annual
mathematics research competition, which aims to stimulate
creativity and cultivate an independent learning environment
among Hong Kong's secondary school students, is co-organised
by Hang Lung Properties, The Institute of Mathematical Sciences
and Department of Mathematics of The Chinese University of
Hong Kong. First launched in 2004 by our Chairman Mr Ronnie C.
Chan and Professor Shing-Tung Yau, the event is being held for the
third time this year.

Details for HLMA 2008 were announced in March this year.
Under the supervision of a teacher, school teams design a maths
project, carry out research and submit a report for evaluation by
the Scientific Committee. The final stage consists of a public
presentation of the project, followed by a closed-door inquiry
session where contesting teams must defend their submissions.
These presentations followed by the award ceremony are due to
take place in October this year.

The judging panel, the Scientific Committee, consists of 16
eminent mathematicians from around the world. Coming from
such illustrious institutions as Harvard, MIT, UCLA, UC Berkeley
and Columbia University in the US, Cambridge University in

the UK, Nanjing University in the PRC, as well as the Chinese
University of Hong Kong and the University of Hong Kong, the
judges have responded with tremendous enthusiasm to the event.
In addition to the organisation and management of the event, we
also sponsor the Awards.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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REACHING OUT TO THE COMMUNITY
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With the improvement of the economy in Hong Kong, our Young
Entrepreneurs’ Programme in Amoy Plaza, introduced in the wake
of SARS to help young people to kick start their own business
reached a successful conclusion. During the five-year programme,
683 entrepreneurs submitted their business plans with 168 being
successfully selected. Today, 23 of these businesses are still
operating in Hang Lung premises while others have moved out
into the market. In addition to helping Hong Kong's young people
start their businesses, we believe this initiative has instilled a “can
do" spirit among Hong Kong's entrepreneurs of the future.

Promoting this business spirit in Hong Kong and strengthening
relations between Europe and Asia, we sponsored the Asia-Europe
Meeting 2007, which took place in Hamburg. Also, celebrating

the upcoming World Expo 2010 in Shanghai, Plaza 66 held a City
Harmony in EXPO Tunes Thousand-Artist Orchestral Concert in
November last year.

Staff too participated in a number of charity events, helping

to raise funds or donating their time to a worthy cause. These
included both the PHAB (Physically Handicapped and Able-
Bodied) Association and Ngong Ping Charity Walks, a DanceSport
Competition, as well as the WWHF Big Bird Race 2008 held in May
this year.

Our Environmental Initiatives

No corporate citizenship programme would be complete without
an environmental protection plan, as global warming, pollution and
scarce resources continue to pose increasing concerns. Aware
that only with sustainable practices will we be able to grow and
maintain our business, sustainable design practices are being
incorporated into all our new developments. Taking a leadership
role in the need to promote sustainable business practices, we
are a major patron of the Business Environment Council’s Climate
Change Business Forum 2007.

On a more day to day level, initiatives to reduce the consumption
of electricity and paper have also been successful. During the
year, electricity consumption in our leasing properties fell by some
5%, translating into savings of about HK$5 million. Over the past
three years, we have continued to enjoy a decrease in electricity
expenses per square foot of space, experiencing a drop of about
7% over this period, despite the rise in electricity charges.

EELEERAE —TTL/TN\EFER
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Renewable Energy System at The Peak Galleria
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Paper consumption too continues to fall with the greater use of
electronic communications and our E-billing tenant system. To
drive stronger recycling efforts among our tenants, paper recycling
bins have been placed in all our leasing properties.

Promoting the importance of environmental protection and
helping to deliver the message throughout our operations both

in Hong Kong and the mainland, comprehensive training and
education programmes are held for all our staff. At the same

time Environmental Protection Ambassadors, 17 volunteers were
appointed during the year, also helped to spread this vital message
in the management of our properties. Sharing this message with
the community, we welcomed a group of 35 students who visited
our Renewable Energy System at The Peak Galleria. The system
provides electricity for some of the floor lighting systems within
the complex. We also provided venues for events such as Green
Power Hike and the Green School Award Competition.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08






———

«

BABFEH LR » 8 ER THERBTY
A AGFETAE > Ih 7% T 1o By A AP 2 I 22 HE T
We make every effort to grow and develop our staff,
not only ensuring that they have the means and skills
to pe;'form their jobs to the best of their abilities, but
also to unlock their full potential...
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HBEANA
GROWING OUR PEOPLE
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CREATING A TALENTED TEAM...
OUR GUARANTEE FOR A
BETTER FUTURE ??
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We think of our people as human capital, absolutely critical to our
success. As such, we make every effort to grow and develop our
staff, not only ensuring that they have the means and skills to
perform their jobs to the best of their abilities, but also to unlock
their full potential. At the same time, we provide a positive working
environment together with a comprehensive package of benefits.
Our aim is to be “the employer of choice”, attracting and retaining
the best talent, who in turn will enjoy challenging and rewarding
careers with us.

As at the end of June 2008, Hang Lung Properties employed 1,858
staff, 1,096 in Hong Kong and 762 on the mainland. Remuneration
for the year totalled HK$490.8 million. Based on the principle of pay
for performance, our remuneration policies include a contractual
13-month salary, discretionary bonuses and salary increments for
outstanding performance. Reflecting that a happy and motivated
workforce translates into ongoing sustainability and success for
the company, we continue to maintain high staff productivity.

BRBEARLA 2T/ TNFFR
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Staff Development and Training

Aware of how difficult it can be for a new member of staff and
how important it is to start off well in a new job, we operate a
"buddy” system. This “buddy” lends a helping hand, making sure
that the new staff member has someone to turn to when he or
she is learning about the Company and the work environment.
New staff also receive a “welcome on-board” pack providing
comprehensive information about their new working family and
they attend an orientation session, which welcomes them into the
Company and introduces them to the different people, aspects
and culture of the Group.

Needless to say, we provide comprehensive training for staff at
every level. In addition to basic and refresher training programmes,
in line with our Quality Assurance System, security staff are
updated with the latest in security technigues and procedures.
Front line staff too receive both customer service training as well as
grooming and deportment workshops so a to ensure they provide
a positive image and quality services to customers.

During the year, to ensure the development of corporate training

in a more structured manner and to enable greater customisation,
we strengthened our training team with a number of experienced
training professionals. At the same time, several focus groups
were established to identify training needs and formulate long term
training strategies.

Our Management Trainee programme, first introduced in 2005,
continues to flourish. Trainees go through 22-24 months of
training, spending time with the different divisions in the Company
together with a 6-month attachment in our Shanghai office. In turn,
Management trainees from Shanghai, spend a three-month
secondment in Hong Kong to gain a better understanding of
operations at head office. Upon the conclusion of their programme,
a personality profile assessment identifies personal strengths,
helping to maximise both their potential and contribution to

the company.

Ensuring the highest standards of professional ethics within our
operations, all staff are required to comply with our Company
Code of Conduct. Supporting this Code, we collaborate with the
Independent Commission Against Corruption (ICAC) to conduct
"Professional Ethics and Corruption Prevention” talks, which are
held every year.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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Employee Wellness

Cognisant of the fact that health, well-being and a balanced work-
life relationship are necessary to foster ongoing trust and loyalty
among our staff and that only with a healthy and happy workforce
will we be able to improve staff performance, we enhanced

our comprehensive package of benefits with increased leave
entitlements for staff. These include additional annual, paternity
leave and volunteer leave days, for staff participating in volunteer
community activities during office hours.

Medical and health benefits were also improved with health
checks being expanded to cover a larger group of staff and medical
insurance being extended to cover employees’ dependants. These
additional benefits were appreciated by staff. During the year, five
staff members also received interest free loans granted by the
Chan Tseng-Hsi Foundation Limited Awards, to help with the cost
of their children’s education in tertiary institutions in Hong Kong
and overseas.

With the introduction of our employee wellness programme
which aims to enhance the well-being of our staff, we make every
effort to ensure a better work-life balance among our people. We
therefore arranged a number of activities outside the workplace.
The highlights of the year were the two corporate-wide trips
organised to bring staff together in a friendly and more informal
atmosphere. All members of staff, together with spouses and
children, could choose to go either to Shanghai or Shenyang for
four days of fun and relaxation. The trips were extremely popular
and provided an enjoyable break for all.

In addition to these trips, the Hang Lung Social Club also organised
a range of social, recreational and sporting events which were
well attended. They included a Movie and Dinner night, an outing
at Ocean Park as well as a Hiking and BBQ night on Lantau.

A badminton competition, Corporate Games organised by the
Leisure and Cultural Services Department, as well as the Hopewell
Invitation League provided an outlet for the more sporty members
of our staff. Employees could also join in cooking classes or take
part in a number of diverse activities such as Thai boxing.

EE®LEERAE —TTL/TN\EFER
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BLLHEROBF
—EENF+AZT B THTEE
Latest time to lodge transfer
4:00 p.m. on 28 October 2008

TiEMERMBFES
(BAREBREMS)
—EENF+AZTHAHE+A=+—H
(BEMXRBIEER)

Share Register closed
(for final dividend)

29 October to 31 October 2008
(both days inclusive)

%%
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11 A nov

RRAFRSE
—EEN\F+—-A=RLFTHIE
R e RIS R
(HEE2BEAFRM L2

RERBFEAGES)

Annual General Meeting
10:00 a.m. on 3 November 2008
at Registered Office
(Details are set out in the Notice of
Annual General Meeting
accompanying this Annual Report)

ERRKEARRE
—EENFT—A+NH
Proposed Final Dividend payable
18 November 2008
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CORPORATE GOVERNANCE

BREMEBNESRSEZMNATER B We strive to sustain the highest standards of corporate

RAREUTIAANEE KB M SRR A B

BRAERAER -
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governance practices as they are fundamental to maximise the

benefits of Hang Lung Properties and all our stakeholders.

Corporate Governance Structure

SN BLED

External Auditor

AEME
Company Secretary

Executive Committee

BREREHAMFIREEE
Shareholders and Other Stakeholders

Board of
Directors

BTEES

REFNEXRERANS THIEERAMWER !

Core Principles behind good corporate governance are:
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HANG LUNG PROPERTIES LIMITED

ERE

Transparency

\EgE A O
Honesty DDD

BEM
Accountability

ANNUAL REPORT 2007/08

YNEP
Integrity

M EBE ST ED

Internal Auditor

EREES

Audit Committee

RERFHNZEES
Nomination and
Remuneration Committee

It is essential for good corporate governance
practices to provide a framework that
emphasises on transparency and accountability
to all stakeholders, maintaining high standards
of integrity and establishing trust through
sound governance. We instil these principles
into our corporate culture through leadership
by example, training and effective internal
control.

Throughout the year, we have complied with
all the 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 are set out below:

A

EZ= Directors

OO

SRS

Code Number PRI Code Provision
Al 255 The Board
E=ZREAB BV N TH)E  The Board should assume responsibility for leadership and control of the
I ERBEER & B RAF Company and is collectively responsible for directing and supervising the
=y o Company’s affairs.

BRI

Compliance
Status

Corporate Governance Practices

&4

B BIRSC
Exceeding
Requirement

EERTFFERTRIMREE T EE
MAEEEHEAERSPRAEEN2FEE
AR AR B TR AR B &5 ¢

> RIZTTL/TNFE EEZRE
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BITNEH K
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Board Meetings are held at least four times a year which include two full Board
Meetings to approve interim and annual results and to propose interim and final
dividends:

> five meetings of the Board of Directors were held in 2007/08, including
two held outside Hong Kong; and

> meetings are also held as and when necessary to discuss significant
transactions, including issuance of debt securities, material acquisitions and

disposals, and connected transactions, if any.

Details of Directors’ attendance records in 2007/08 were as follows:

HES SRS 2:55/T) 8 Meetings Attended/Held
RERFMHNZES
ERERR Nomination &
= BER Audit Remuneration BREBERS
Directors Board Committee Committee AGM
B EHITES Independent Non-Executive Directors
R E S.S. Yin 3/5 N/A N/A 1/1
B EE Ronald J. Arculli 4/5 N/A 2/2 1/1
B §5 H. K. Cheng 4/5 2/2 1/2 1/1
fREES Laura L. Y. Chen 4/5 1/2 2/2 1/1
BiaE P. W. Liu 4/5 2/2 2/2 1/1
fa]ERRE Dominic C. F. Ho 2/2 N/A 1/1 N/A
(R=ZTTN\E (appointed on 1-4-2008)
A —AEEE)
$117E = Executive Directors
FRERSR Ronnie C. Chan 5/5 N/A N/A 1/1
=ER Nelson W. L. Yuen 5/5 N/A N/A 1/1
R+iT Terry S. Ng 5/5 2/2 N/A 1/1
IS |=he:] William P. Y. Ko 5/5 N/A N/A 1/1

FrEEEY A mERFRA nMEREE
BEREHZHEENIAETER B
THEERSZERTHHEL THEX
Al MEFFLERAS - EFHUE
AEEESKBEYEEER YRR H
FTRBRABARALT

All Directors can give notice to the Chairman or the Company Secretary if they
intend to include matters in the agenda for Board Meetings. Notice will be given
to Directors at least 14 days before a regular Board Meeting. Procedure has
been agreed by the Board to enable Directors to seek independent professional
advice at the Company's expense.

EERBEERAR —TT+/ T N\FEK
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Status

Corporate Governance Practices
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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.

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

EXCEEDING REQUIREMENT:
. Five (5) Board Meetings were held in 2007/08.

. Two (2) of these Board Meetings held outside Hong Kong so as to
give Directors a clearer view on the Company's investments in PRC.
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Chairman and Chief Executive Officer
There should be a clear division of responsibilities between the Chairman and

the Chief Executive Officer to ensure a balance of power and authority.

Corporate Governance Practices
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Chairman

The Chairman, Mr Ronnie C. Chan, provides leadership for the Board. He is
responsible for ensuring that all Directors receive adequate 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.

He at least annually holds meeting with the Independent Non-Executive
Directors without the Executive Directors 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 and Non-
Executive Directors.
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Managing Director (Chief Executive Officer)
The Managing Director, Mr Nelson W.L. Yuen, 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 the operational performance;
and

> ensuring the adequacy of systems of financial and internal control and
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
organisation 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
independence element on the Board.

Corporate Governance Practices
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The Board of Directors currently comprises ten persons:
> four Executive Directors, namely, Mr Ronnie C. Chan, Mr Nelson W.L.
Yuen, Mr Terry S. Ng and Mr William PY. Ko; and

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

Mr Ronald J. Arculli, Mr H.K. Cheng, Ms Laura L.Y. Chen, Mr PW. Liu and
Mr Dominic C. F. Ho. 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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Corporate Governance Practices

The following chart illustrates the composition of the Board of Directors as well as
each Committee of the Company:

AR

Shareholders

EER

Board of Directors
Ronnie C. Chan (Chairman)

BB (BIFEFE)* S.S. Yin (Vice Chairman)*
=ER (EZ#/IE)  Nelson W.L. Yuen (Managing Director)

Ronald J. Arculli*

EREER
Audit
Committee

Bz (EF)*
H.K. Cheng (Chairman)*
BRE&EAE*

Laura L.Y. Chen*
B
P.W. Liu*
fa] B
Dominic C. F. Ho*

H.K. Cheng*
Laura L.Y. Chen*
P.W. Liu*
Dominic C. F. Ho*
Terry S. Ng
William P.Y. Ko
RERFHMEES
HITEES Nomination and
Executive Remuneration
Committee Committee
PRECR (%) BEE (EFE)*
Ronnie C. Chan (Chairman) P.W. Liu (Chairman)*
RER BEE
Nelson W.L. Yuen Ronald J. Arculli*
S+ ey
Terry S. Ng H.K. Cheng*
=R PREL G
William P.Y. Ko Laura L.Y. Chen*
Bl
Dominic C. F. Ho*

* B IFH77EE Independent Non-Executive Director

AARMAEZEEZMMRERMNES
HEREREFS -

BHTRIEFX
e BFHEF(AIZHINEEFZ
AV) G BBV HB{TES -

An updated list of Directors showing their biographical details is maintained on
our website under Profile of Directors.

EXCEEDING REQUIREMENT:
. Majority of the Directors are Independent Non-Executive Directors,
i.e. 6 out of 10 Directors.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08



AHEE « CORPORATE GOVERNANCE

Cozﬁ;{ﬁfber FRNES Code Provision
A4 ZET > BEFIEE Appointments, Re-election and Removal
EEREHTED  KBEZEIWEE  There should be a formal, considered and transparent procedure for the
HENHBZEEE(EREF - WEREA appointment of new Directors and plans in place for orderly succession for
FFRES=EETE - FTAESYEES  appointments to the Board. All Directors should be subject to re-election at
HEITEE © regular intervals.
SRR
Compliance TEEARER Corporate Governance Practices
Status
V4 BRANR ZHEMBEIEZMEA) - EF A In accordance with our Articles of Association, one-third of the Directors will
=p 2 —BRERBRFRBFEAE([BSE retire from office by rotation for re-election by shareholders at the Annual
éé%“rlﬁuﬂ%_i A& )R THERRERFAE  General Meeting (“AGM"). In addition, every Director is subject to retirement
omply wi

Requirement

Eoltsh BUERARIE=F&HE
ERIR MEEZERENERER
FREBAZBERASEBREITEE -
FAEZERERER  ERTHRBERAE
FARE  DEHENRERAREBEN

WITE B REEARR R FTMR —F AN
IRIFRIZETE BE B CAE B ERRIN) Z R
BEK - BIERTES ZAEREMmB
HE{Er BRRESRAR LT
=F-R) B FHBEET

B AT

B EFH
B E HE2008FRFAS
e HE2008FRFAE
B HE2009FBFEAS
BREE1E BHE2009FEBERE
EinE HE2009FRFAS

EEEER T N\FHUA—RRE
RERFESE  BUNAIBRITZBEX
B LR ER -

RE-TRSHEN - ARBEERIE
BNE 2B IEITES - AEBIRIA
IR FAETT AEE - HMIEER
FREBER - MERIIPEERRS
FZBULIFATERDEBELALTNRE
NEBRMERERENEERESRN

BMEEESB P TESIZ LT
RAESIBIEMRXBEAEBIIEZ
FEMRE  WRRIABILIENTE
FHBERISEETIE -

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 will be stated in the
notice of general meeting accompanied by detailed biography.

The Executive Directors do not have any service contract with the Company
which is not determinable within one year without payment of compensation
(other than statutory compensation). 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, details as follows:

Name of Independent
Non-Executive Director Term of Appointment

S.S.Yin Until 2008 AGM

H.K. Cheng
Ronald J. Arculli
Laura L.Y. Chen

Until 2008 AGM
Until 2009 AGM
Until 2009 AGM

PW. Liu Until 2009 AGM
Mr Dominic C. F. Ho, being a new director of the Company with effect from
1 April 2008, will stand for re-election in the forthcoming AGM.

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 favour 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 still consider the Independent Non-Executive Directors
to be 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.

Corporate Governance Practices

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, so 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 common 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 organisations and other
significant commitments.

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.

Our Executive Director, Mr Terry S. Ng is responsible for oversight of the
financial reporting procedures and internal controls of the Company and its
subsidiaries and compliance with the requirements under the Listing Rules with
regard to financial reporting and other accounting-related issues.

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"). Specific enquiry has been made to all Directors who have
confirmed that they have complied with the required standard set out in the
Code and the Code of Conduct regarding Directors’ securities transactions.

HANG LUNG PROPERTIES LIMITED
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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 is also invited to join the 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.

EXCEEDING REQUIREMENT:
. Senior management is invited to join the Board Meetings, where
appropriate.

EENSHEEAENTFTEH Remuneration of Directors and Senior Management
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The Level and Make-up of Remuneration and Disclosure

There should be a formal and transparent procedure for setting policy on
Executive Directors’ remuneration and for fixing the remuneration packages for
all Directors.

Corporate Governance Practices
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Nomination and Remuneration Committee

A Nomination and Remuneration Committee, set up in 2003, now
constitutes by five Independent Non-Executive Directors, namely Mr PW. Liu
(Chairman of the Committee), Mr Ronald J. Arculli, Mr H.K. Cheng, Ms Laura
L.Y. Chen and Mr Dominic C. F. Ho. 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 twice in 2007/08 to review, inter alia, the composition of
existing Board members and the Directors’ remuneration.
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Corporate Governance Practices

Its terms of reference, which are accessible to all via our website, are as
follows:

(@)  toreview the structure, size and composition (including the skills,
knowledge and experience) of the Board on a regular basis and make
recommendations to the Board regarding any proposed changes;

(b)  to identify individuals suitably qualified to become Board members and
select or make recommendations to the Board on the selection of individuals
nominated for directorships;

(c)  toassess the independence of Independent Non-Executive Directors;

(d)  to make recommendations to the Board on relevant matters relating to
the appointment or re-appointment of Directors and succession planning for
Directors in particular the Chairman and the Chief Executive Officer;

(e)  to make recommendations to the Board on the Company's policy and
structure for all remuneration of Directors and senior management and on the
establishment of a formal and transparent procedure for developing policy on
such remuneration;

(f)  to have the delegated responsibility to determine the specific remuneration
packages of all Executive Directors and senior management, including

benefits in kind, pension rights and compensation payments, including any
compensation payable for loss or termination of their office or appointment,

and make recommendations to the Board on the remuneration of Independent
Non-Executive Directors. The Committee shall consider 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;

(@) toreview and approve performance-based remuneration by reference to
corporate goals and objectives resolved by the Board from time to time;

(h)  to review and approve the compensation payable to Executive Directors
and senior management in connection with any loss or termination of their
office or appointment to ensure that such compensation is determined in
accordance with relevant contractual terms and that such compensation is
otherwise fair and not excessive for the Company;

(i) to review and approve compensation arrangements relating to dismissal
or removal of Directors for misconduct to ensure that such arrangements

are determined in accordance with relevant contractual terms and that any
compensation payment is otherwise reasonable and appropriate;
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Corporate Governance Practices

() to ensure that provisions regarding disclosure of remuneration, including
pensions, as set out in the Companies Ordinance and Listing Rules, are fulfilled,;

(k) to ensure that no Director or any of his/her associates is involved in deciding
his/her own remuneration; and

(

) to report back to the Board on their decisions or recommendation.

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.

VYVYVYY

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 Chief Executive Officer about their proposals relating to
the remuneration of other Executive Directors and have access to professional
advice if considered necessary.

EXCEEDING REQUIREMENT:
. The Nomination and Remuneration Committee comprises only
Independent Non-Executive Directors.

DEVIATION FROM RECOMMENDED BEST PRACTICE:

. Disclosure of remuneration payable to members of senior
management.

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.

EERBEERAR —TT+/ T N\FEK
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Financial Reporting
The Board should present a balanced, clear and comprehensible assessment of
the Company'’s performance, position and prospects.

Corporate Governance Practices
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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; judgements and estimates made are prudent
and reasonable. The Directors endeavour 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.

EXCEEDING REQUIREMENT:
. We announce our annual results within two months after the end of
the financial year.

DEVIATION FROM RECOMMENDED BEST PRACTICE:

. Production of quarterly financial statements.

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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Internal Controls

The Board should ensure that the Company maintains sound and effective
internal controls to safeguard the shareholders’ investment and the Company’s
assets.

Corporate Governance Practices
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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 us
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 precautionary measures in the handling of price-sensitive
information. Such information is restricted to a need-to-know basis.

HANG LUNG PROPERTIES LIMITED
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Corporate Governance Practices

\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 programme 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 with

the management on his internal audit reviews and findings, and obtains
management’s responses on various issues. Internal audit reports are prepared
for the Audit Committee every quarter.

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 enqguires 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.

We had 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 2008 and
were satisfied that an effective and adequate internal control system had been
in operation. We 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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EXCEEDING REQUIREMENT:

. We maintain an internal audit department which is independent of
our operation and accounting functions.

. The Internal Auditor reports directly to the Audit Committee.
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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.

Corporate Governance Practices

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 H.K. Cheng (Chairman of the Committee), Ms Laura L.Y.
Chen, Mr PW. Liu and Mr Dominic C. F. Ho. Meetings are held at least two
times a year and are attended by external and internal auditors, the Finance
Director and the Company Secretary 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 auditor (in the absence of
management) as and when required. The Audit Committee held two meetings
in 2007/08.

Its terms of reference, which are accessible to all via our website, are as
follows:

Relationship with the Company’s auditors

(@)  to be primarily responsible for making recommendations to the Board on
the appointment, re-appointment and removal of the external auditor, and to
approve the remuneration and terms of engagement of the external auditor, and
any questions of resignation or dismissal of that auditor;

(b)  to review and monitor the external auditor’s independence and objectivity
and the effectiveness of the audit process in accordance with applicable
standards, and discuss with the auditor the nature and scope of the audit and
reporting obligations before the audit commences;

(c) to develop and implement policy on the engagement of an external auditor
to supply non-audit services (for this purpose, external auditor shall include any
entity that is under common control, ownership or management with the audit
firm or any entity that a reasonable and informed third party having knowledge
of all relevant information would reasonably conclude as part of the audit firm
nationally or internationally), and report to the Board, identifying any matters in
respect of which it considers that action or improvement is needed and making
recommendations as to the steps to be taken;

HANG LUNG PROPERTIES LIMITED
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Corporate Governance Practices

Review of financial information of the Company

(d)  to monitor the integrity of financial statements, annual report and accounts
and half-year report and to review significant financial reporting judgements
contained within them, focusing particularly on:

(i) any changes in accounting policies and practices;

(i) major judgmental areas;

(iii)  significant adjustments resulting from audit;

(iv)  the going concern assumptions and any qualifications;

(v)  compliance with accounting standards; and
(vi)  compliance with the Listing Rules and other legal requirements in relation
to financial reporting;

(e) inregard to (d) above:

(i) members of the Committee must liaise with the Board of Directors and
senior management and the Committee must meet, at least once a year, with
the Company's auditors; and

(i) the Committee shall consider any significant or unusual items that are, or
may need to be, reflected in such reports and financial statements and must
give due consideration to any matters that have been raised by the Company’s
qualified accountant, compliance officer or auditors;

Oversight of the Company's financial reporting system and internal control
procedures

(f)  to review financial controls, internal control and risk management
systems;

(g to discuss with management the system of internal control and ensure
that management has discharged its duty to have an effective internal control
system;

(h)  to consider any findings of major investigations of internal control matters
as delegated by the Board or on its own initiative and management'’s response;

(i) where an internal audit function exists, to ensure co-ordination between
the internal and external auditors, and to ensure that the internal audit function is
adequately resourced and has appropriate standing within the Company, and to
review and monitor the effectiveness of the internal audit function;

()  toreview the Group's financial and accounting policies and practices;

(k) to review the external auditor's management letter, any material queries
raised by the auditor to management in respect of the accounting records,
financial statements or systems of control and management'’s response;

()  to ensure that the Board will provide a timely response to the issues
raised in the external auditor's management letter;

EERBEERAR —TT+/ T N\FEK
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Corporate Governance Practices

(m) to report to the Board on the matters set out in the code provisions for
Audit Committee in the Code on Corporate Governance Practices of the Listing
Rules;

(n)  to consider other topics, as defined by the Board;

Other duties

(o) toreview arrangements by which employees may, in confidence, raise
concerns about possible improprieties in financial reporting, internal control or
other matters;

(p)  toact as the key representative body for overseeing the Company’s relation
with the external auditor; and

(@)  toreport their decisions or recommendations to the Board.

The Committee is authorised 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 previous period, effect 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;

. considered and proposed to the Board on the re-appointment of KPMG as
the Company'’s external auditors;

. considered and approved the procedures and guidelines in employing the
external auditors to perform non-audit assignments for the Company;
. received and reviewed the internal audit reports from the Internal Auditor;

. meeting with the external auditors in the absence of management to
discuss any audit issues;

. meeting with the Internal Auditor in private to discuss on internal
audit issues;

. approved the internal audit programme for 2007/08; and

. carried out an annual review of the internal control system of
the Company.

EXCEEDING REQUIREMENT:
. The Audit Committee comprises only Independent Non-Executive
Directors.

HANG LUNG PROPERTIES LIMITED
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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.

Corporate Governance Practices
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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.

Cojre’ﬁ\ll{ﬁrgfber SF RIS Code Provision
D.2 EERETHWESE Board Committees

SRR

Compliance
Status
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Board Committees should be formed with specific written terms of reference
which deal clearly with the Committees’ authority and duties.

Corporate Governance Practices
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Executive Committee, Audit Committee, and Nomination and
Remuneration Committee were formed in 1989, 1999 and 2003 respectively.
Information on Audit Committee 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,
namely, Mr Ronnie C. Chan, Mr Nelson W.L. Yuen, Mr Terry S. Ng and

Mr William PY. Ko, 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.

BRBEARLA 2T/ TNFFR
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Code Number SFAIRY Code Provision

E.1 BEMEE Effective Communication

BEERFRESNERRIFERIZEHE - &4 The Board should endeavour to maintain an on-going dialogue with shareholders
HEERRBFEASHMAAR & and in particular, use annual general meetings or other general meetings to

IR ERE 8 R EE b P 26 - communicate with shareholders and encourage their participation.

BRI

Compliance b7 Corporate Governance Practices
Status

Va4 AATZBERGHESHEREIRM  Our AGM provides a good opportunity for communication between the Board
BRI EERKRKREEE®IFE—  andthe shareholders. Chairman of the Board and of the Committees are
Sy MG H AR AR B IR H 2 FSI%8 - M2 normally present to answer queries raised by shareholders. External auditors
Complywith | ZBEISFOEREEFAE - BFK  also attend the AGM every year. Notice of the AGM and related papers are sent
Requirement | @& N AMNHENASERITEAMAAIS  to shareholders at least 21 calendar days before the meeting. Each separate
P+ —HBEFRE - TEREFEBL  issue is proposed by a separate resolution by the Chairman. The meeting is well
HEBEPIRERZER - AFEASEM  participated by shareholders. All Directors attended last year's AGM.
REBRILE FIEERHRETEAFEZ

RERE -

HEFEETLDRARATED ZADEIEA  On the requisition of our shareholders holding not less than 5% of our paid-up
ZIERHER(ERIREEKE B#  capital as at the date of the deposit of the requisition carrying the right of voting
B iR E MEARAT ZEAE | at our general meetings, our Directors shall forthwith proceed to convene an
BHREZEE®E) - AARESARI  extraordinary general meeting.

BITRREFRIAG ©

WA R A4S Rl &k 2% - AT KA  Specific enquiries and suggestions by shareholders can be sent in writing to the
Al st FEERBR AR ESRE  Board or the Company Secretary at our registered address or by e-mail to our

BERAR] o company.
Coigﬂlﬁfber FRE Code Provision
E2 URE Gz 7R Voting by Poll

AATEEHBAREARZERA KRR  The Company should regularly inform shareholders of the procedure for voting
M2 - WHERFEES EMRAIERIAE by poll and ensure compliance with the requirements about voting by poll
EHRFORNATERAATRAELEZIZ  contained in the Listing Rules and the Company’s constitutional documents.

S o
ERAMRR
Compliance TEERER Corporate Governance Practices
Status
4 AAT FEBFEAE(ZZEZE+LFE 2 Ourlast AGM was held on 5 November 2007 (“2007 AGM") at our registered
BERE R -_ZTZTLF+—ARHBE office. Notice convening the 2007 AGM had detailed the procedures for and
-~ AATZAMHERET - BB = the rights of shareholders to demand a poll. The meeting was attended by

Complywith | = CFEAFAEMFIEZBE - E5F 108 shareholders present in person or by proxy. At the meeting, the Chairman
Requirement | AMEFILARE H XK RNFZFAMER] o had demanded a poll on each of the resolutions submitted for voting, and the
AHE-BAZTN\MIBREHHFHERMRRX shareholders adopted the financial statements, re-elected Directors, re-appointed
HEARE - & F IFEERUREARR  auditors and renewed general mandate. All resolutions tabled at the 2007
RREHERZER  BRERP TSR  AGM were voted on by poll, and the results of poll voting were posted on the
*  RAEENZEAI 2 EEREE - websites of our company and the Stock Exchange in the evening on the same
WHRET—RIZES - FTER-ZZ  day. Summary of the poll results is set out below:

+tFEEZRFAE HIREARAERIN

BEAARR  BREXRAERRFABRE

MEAND R R R P 2 B % - 185

FOREERBLAOT -
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@R E Ordinary Resolutions

B %'tk Percentage (%)
10 20 30 40 50 60 70 80 90 100

F{sE Remarks

ERBE—ZETEFA=THIEFE MG
WANEEREZHAN®RE

To adopt the Financial Statements and Reports

of the Directors and Auditors for the year ended
30 June 2007

B
For-99.991%

§ Tt o il dvidond o EEEEEEEEEE .
43 cents per share
BBRBRRCREEEERARNRES B
- %; re—elec;rl\/lr R;;niie C. Cﬁa?as a Director . . . . . . . . . - For - 98.826%
BESHBELEETAARTES B
* To re—ZIect Mr W;H]am PY. AI:onas a Director . . . . . . . . . - For-99.381%
C BEILTAEETAAIRRES B
’ To reijlec?Mr TleTy S. Ng aL\sja Director . . . . . . . . . - For - 99.382%
- 'I%%u%iii%hf?ofrz@c?mrectors to fix . . . . . . . . . - :é:\aﬁ 99.991%
Directors’ fees
4 igﬁi;gggﬁﬂ%ﬁ%ﬁﬁﬁ%&%ﬁ%ﬁﬂi i . . . . . . . . . . S-ﬂgfrﬂ? .
To re-appoint KPMG as Auditors of the Company
at a fee to be agreed with the Directors
A BTEZABBLASRG 2 KES =174
° T/:\) approve a general mandJ;te ti i:DireCtors . . . . . . . . . . For-99.977%
to purchase the Company’s own shares
° ﬁjp%ri?iiﬁn%r?iﬁfi to the Directors . . . . . . . . . - %)}?? 79.174%
to issue additional shares
5C RTEFENBEEARS 2 RNHEE MARZE B

TZHIREE A
To authorise the Directors to include the number
of repurchased shares re. issue of shares

For-81.383%

- &P, For
- % #f Against
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ARARREERARR ZIBFERE - #&4  We will continue our practice of voting by poll on all resolutions to be proposed
BURZEFARARE LIRZEMFTER  at the forthcoming and future AGMs.

EES

EEZRERABENR_ZZT)\F+—H=  The Board confirms that there are no changes proposed to the Articles of
ARG ZAEARE ([ZEZN\EE 2  Association of the Company at the forthcoming AGM to be held on 3 November
BERKE|) BHBTARAQFZHEELS 2008 (“2008 AGM”). The important shareholders'’ dates for the coming financial
TR o NMEM R FEEEREAAMAE  year, which include the Board Meetings for the declaration of interim and final
2 AEREMKERE_ZZ 1  dividends for the year ending 30 June 2009 and the AGM, are expected to be
FEXRA=THIEEEZFHIRERAS  similar to this year's timing at around mid-February 2009, mid-August 2009 and
S mMBITHEEZREZHMBEE - AKX in November 2009 respectively.

BERESRE HERAFEZEH

HEMEE A RAR—ZEZNF=

A ZZZAFNAHF - UE=ZF

TNF+—ARIT -

F EEEMIEE Voluntary Disclosure
OO OO OO OO OO OO OO OO OO OO OO OO OO OO OO OO OO OO0

F1 ZE T2 Auditors’ Remuneration

—EELFEZRFAE F 0 REHHE  KPMG was re-appointed as our external auditors by shareholders at the 2007
BEZTESHETEIEBAAANRAT  AGM until the conclusion of the 2008 AGM. They are primarily responsible
ZHNEBRZEED EE T N\FEZE  for providing audit services in connection with the annual consolidated
FEREAI - HEZETEBETIFEE  financial statements.

bR IS IR IR AR ERT -

FR A FINEZEEDEEZERTE 2 During the year, the total remuneration in respect of statutory audit services
WS AABAA=1T87T - IRZEIME  provided by the external auditors amounted to HK$5.3 million. They also
HFHERE RERRS T AEE » %%  provided taxation services and advisory services to the Group to the value of

HeasHREE+ET - HK$0.1 million.
F2 RTFFE Code of Conduct
ARARE—NNOFRRMADERSTST  We have adopted a corporate code of conduct since 1994 (“the Code of
BI([#2se=rRI]) - I BEEFH - AET  Conduct”) which is updated from time to time, setting out clear guidelines for
S BT SIEEZ/BMIES - employees on matters such as:
> EEEE R > soliciting or accepting advantages;
> REFIE >  offering advantages;
> &R EFVAE TIERFESTE >  observing local laws when working in another jurisdiction;
HERR

BRI 252
BRIBREER, ARRE
EREMRBARS:
AFRFTE R
BEAATRE -

handling of conflicts of interests situations;

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
YYVVYY

BSrr R EMbEESIH4EE] - B3 The Code of Conduct also sets out guidelines on matters in relation to suppliers
ERftpER AR BREREEE M and contractors; customers and consumers; responsibilities to shareholders
o WHIREMBIER 2 EE : BIEE  and the financial community; employment practices; and responsibilities to

B UREEEZEE - the community.

BEERN B STSrR 2 B 1 - &EP9  In order to monitor and enforce the compliance of the Code of Conduct,

SR ERRETERD B NMESTZ  functional managers are responsible for ensuring their subordinates understand
ZHAFNB[TE - EFRZEEEZHE  well and comply with the standards and requirements as stipulated. Any

D PIEESSEE - YEREKAZE  violation thereof will result in the employee being disciplined, including

s H A BEE RS E 5 EMmIE  termination of employment. Suspected corruption or other forms of criminality
1T o R EEEABEMNIRE - B will be reported to the Independent Commission Against Corruption or

R BFE  HBE - (HiER - AWK appropriate authorities. The Executive Directors will also answer directly to
RAT 2 REFER Z1RF - 31772 F  any Board member for impartial and efficient handling of complaints received
JBEERZEEELRE - LAERAR  from all shareholders and potential shareholders; customers and consumers;
KFERFE R ERER 2 FRIE - suppliers and contractors and our employees.

AN - FTESRATERANESYES  Also, all employees above a designated level are required to complete and sign
FHEBWHRE[ MR - IWEHLHE  a Statement of Interest annually declaring their interest, directly or indirectly,

S EEEARA TS HEMB AT S Z A  with the Company and our subsidiaries and associated companies, so as to
RIFAE 2 A - ARERFTA (B EIEYY  make sure that all operations are managed in accordance with the highest
RBHESNEEEDNMEER®E|]  standards of practice and corporate governance.

HEAT °
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F3 EFZREREENEREZ# Interests of Directors and Senior Management

RZZBEZENFNA=1TH EFHFEA  Details of Directors’ interests in shares of the Company and our listed parent
ANaRHE FmEAREREBEAR AT company, Hang Lung Group Limited (“HLG") as at 30 June 2008 are as follows:
([MEEERE ) 2 RhiEes 2 FFEIT

AAT EEEE
The Company HLG

B 10 Hp#E R0 HR#E
(RBEE) (RBEE)
RHEE Share Options BiEE Share Options
EEMSE Name of Directors No. of Shares (No. of Shares) No. of Shares (No. of Shares)
PR R R Ronnie C. Chan - 16,330,000 - 11,790,000
BHE S.S.Yin - - - -
RER Nelson W.L. Yuen - 21,836,000 = 8,000,000
BEE Ronald J. Arcull 724,346 - 1,089,975 -
BlES H.K. Cheng - - = =
[REE 14 Laura L.Y. Chen - = = =
BEiaE PW. Liu 70,000 - - -
G- Dominic C. F. Ho = - _ _
RtLT Terry S. Ng - 14,789,000 - 4,338,000
=iAE William PY. Ko - 12,130,000 - 1,024,000

R-ZTZNEA=1TH =2HEEA  The share options held by senior management as at 30 June 2008 totalled
EAHBAE—TEANTERARLQGFZ 11.8milion shares, representing approximately 0.28% of the issued share
RN ERRE - 4R A TIEITARANE S capital of the Company. They also held share options of HLG totalled 1.8 million
2T\ - BEFEAE—A/N\TEMR shares, representing approximately 0.13% of the issued share capital of that
EEEB 2RO ERE - £5ZARIEE  company.

TRAES2TH—= -

F4 KREEZEHR Shareholder Information

RZZZNERNA=1+H 2F(EI  Asat 30 June 2008, the number of Shares of the Company which were in the
EEFNRIEREBEAINZIZE) ¥ hands of the public (i.e. other than those held by our parent company, HLG) was
Bt+thEBEALTFRAEANTEE/NT—F 1,995658,100 (48.1% of total issued share capital), with market capitalisation of
BRARBIKRG - ARG EEITR  HK$49,891 million.

RASZWA+NE— MEARER

MEATNAEALT—BER -

EE®LEERAE —TTL/TN\EFER
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Details of holders of Shares by domicile as at 30 June 2008 are as follows:

FIBEAN ¢
BRER BRE

Shareholders Shareholdings

A Aok RHEE Bt
S it Domicile No. % No. of Shares %
BB Hong Kong 3,042 94.12 4,106,034,911 99.06
AR A Mainland China 62 1.92 4,505,632 0.11
BT Macau 7 0.22 418,173 0.01
=) Taiwan 2 0.06 598 0.00
SBON K 8 P Australia & New Zealand 10 0.31 4,869 0.00
MERKREE Canada & USA 40 1.24 2,360,760 0.06
RET South East Asia 48 1.48 3,432,917 0.08
] United Kingdom 15 0.46 18,072 0.00
Hh Others 6 0.19 28,336,743 0.68
st TOTAL 3,232 100.00 4,145,112,670 100.00

ERIFFEIT ¢

RZZZENFAA=THZRRFRE

Details of holders of Shares by holding range as at 30 June 2008 are as follows:

B> HRE*

Shareholders* Shareholdings*
AE Bk BiEE Aok
No. % No. of Shares %
1-1,000 fi% 1-1,000 shares 1,458 4511 680,665 0.02
1,001-5,000 A% 1,001-5,000 shares 800 24.75 2,201,478 0.05
5,001-10,000 A% 5,001-10,000 shares 367 11.36 3,041,755 0.07
10,001-100,000 A% 10,001-100,000 shares 502 15.53 17,251,137 0.42
100,001 A& LA £ Over 100,001 shares 105 3.25 4,121,937,635 99.44
@t TOTAL 3,232 100.00 4,145,112,670 100.00

*

BREZAATHE2EPREERR
WERTHREFERGD 2 AL &
EEMBZHEREANRN AEE
FTREERBABRAABRERL
FEAEA_TEtRONT=EZRE
T =BT

*

incorporating, in their respective shareholdings range, 364 participants of Central
Clearing and Settlement System (“CCASS") holding a total of 2,743,057,266 shares
registered in the name of HKSCC Nominees Limited

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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F5 BHERBE

Transparency and Disclosure

AREHA MR RN E EREELER
ZHEBAER - REBARRZFHRET
HsREIN - MEHEASMESE - 817
AR BERGTHRMER  ARAER
NABERMER - PR - KEE - F
BEARBALZAEEARER - 98
HITEE  ARMNENEE 2SR ER
ABRERE -

EAALTHE EARR R 2 @EERAK
RAZEH  BREEERBEIREES
BV EEE - A REHE S| IR RE
BRI IS EGE RN - RAR 2
BIMEEARRAIEMEHER - B5ER
HEEYE  HEWE S BT
A - F2RRZBOER - RRIKE
%EE&%@%‘T&F&ZF&%% °

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 inquiries 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 let, latest issued capital, updated substantial
shareholders’ interests in shares, major corporate events and frequently asked
questions.

A=
BIIEEER AR ERH MR 2 EMREE
BRNERM - BMOEEARRNREARE
AERLSEERERRMRINEERRE -
BMBENSHEARMRAERTROIE
AR nsR A 2R ER/KF - MERE 2 &
TEREBE -

Moving Forward

We attach great importance to corporate governance as it is crucial

to our operation and strategic development. We believe our good
corporate governance practices and high ethical standards are central

to our success. We devote considerable efforts to seek ways to
improve our corporate governance practices with an aim to enhance our
corporate governance standard to meet with international best practices.

EE®LEERAE —TTL/TN\EFER
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Mr Ronnie Chichung Chan

Chairman

Aged 58, Mr Chan joined the Group in 1972, was appointed
to the Board of Hang Lung Properties Limited in 1986 and
became Chairman in 1991. He is also Chairman of Hang Lung
Group Limited. 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 China Foreign
Affairs University, the Hong Kong University of Science and
Technology and the University of Southern California, USA,
where he received his MBA.

Mr Shang Shing Yin

Vice Chairman (Independent Non-Executive Director)

Aged 77, Mr Yin joined Hang Lung in 1970 and was
appointed to the Board of Hang Lung Properties Limited

in 1980. A past Managing Director, he 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. Mr Yin is also the Vice
Chairman of Hang Lung Group Limited.
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Mr Nelson Wai Leung Yuen
Managing Director

Aged 57, Mr Yuen joined Hang Lung Group Limited,

the holding company, as its Financial Controller in 1978.
When Hang Lung Properties Limited became a subsidiary

of Hang Lung Group in 1980, he began to assume operating
responsibility in various areas of Hang Lung Properties
Limited's activities. He became an Executive Director in

1986 and was appointed Managing Director of the Company
and its holding company in 1992. Prior to joining Hang Lung
Group, Mr Yuen practised 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. Mr Yuen
is a Director and Member of the Executive Committee of The
Real Estate Developers Association of Hong Kong.

Mr Ronald Joseph Arculli
CVO, GBS, OBE, JP

Independent Non-Executive Director

Aged 69, Mr Arculli joined the Board in 1980. Mr Arculli is

a practising solicitor and was a Member of the Legislative
Council of Hong Kong from 1988 to 2000, representing

the Real Estate and Construction functional constituency
between 1991 and 2000. Mr Arculli is the Independent
Non-Executive Chairman of Hong Kong Exchanges and
Clearing Limited, and was first appointed a non-official
member of the Executive Council of the HKSAR in November
2005. He has a distinguished record of public service and
has served on numerous government committees and
advisory bodies, and is also a director of several other major
local companies.
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Dr Hon Kwan Cheng
GBS, OBE, JP

Independent Non-Executive Director

Aged 81, Dr Cheng joined the Board 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, and Honorary Fellow of The
Institution of Engineers, Australia. An Authorised Person and
Registered Structural Engineer in Hong Kong, 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 Group Limited.

Ms Laura Lok Yee Chen

Independent Non-Executive Director

Aged 60, Ms Chen joined Hang Lung 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. 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 organisations.
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 Group Limited.
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Professor Pak Wai Liu
SBS, JP
Independent Non-Executive Director

Aged 60, Professor Liu joined the Board as an Independent
Non-Executive Director in 1998. Educated at Princeton
University and Stanford University, USA, Professor Liu is
Professor of Economics and Pro-Vice-Chancellor of the
Chinese University of Hong Kong. He holds a number of
positions related to his field of study, including Director

of the Hong Kong and Asia-Pacific Economies Research
Programme of the Hong Kong Institute of Asia-Pacific Studies
and Distinguished Fulbright Scholar in 2000-01. Professor Liu
serves on many government advisory bodies. He is currently
a Member of the Manpower Development Committee, the
Independent Commission on Remuneration for Members

of the District Councils of the HKSAR, the Independent
Commission on Remuneration for Member of the Executive
Council and the Legislature, and Officials under the Political
Appointment System of the HKSAR, the Aviation Development
Advisory Committee and the Commission on Strategic
Development. He is also a Director of the Hong Kong Institute
for Monetary Research and a Non-Executive Director of the
Securities and Futures Commission. He was awarded the
Silver Bauhinia Star (SBS) in 1999, and appointed Justice of
Peace (JP) in 2006.

Mr Dominic Chiu Fai Ho

Independent Non-Executive Director

Aged 57, Mr Ho joined the Board as an Independent
Non-Executive Director in April 2008. Mr. Ho retired as
co-chairman of KPMG Beijing on 31 March 2007. He obtained
his degrees at the University of Houston in the United States
and is a member of the American Institute of Accountants
and a member of the Hong Kong Institute of Certified Public
Accountants. He serves as a member of the Corruption
Prevention Advisory Committee of Independent Commission
Against Corruption and a member of the Insurance

Advisory Committee, both in Hong Kong. Mr Ho is also

the Non-Executive and Independent Director of Singapore
Telecommunications Limited.
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Mr Terry Szeyuen Ng

Executive Director

Aged 48, Mr Ng has been with the Group as an Executive
Director since 2001, and is responsible for two areas of the
Group’s activities. As Director of Finance and Administration,
he leads the Group's strategic and corporate planning,
financial investments, and relations with the investment
community. In this role, he also manages the Group's
organisational and support functions. As Director of Leasing
and Management, Mr Ng oversees 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 and a member of the
Tourism Strategy Group, Tourism Commission. Mr Ng is also
an Executive Director of Hang Lung Group Limited.

Mr William Pak Yau Ko

Executive Director

Aged 49, Mr Ko joined the Group in 1994 as Senior

Project Manager and was promoted to Assistant Director

in 2002. He was appointed Executive Director in 2005

and is responsible for property development and project
management both in Hong Kong and China. He 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 practised architecture in the United Kingdom, United
States and Hong Kong.
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Ms Velencia Lee
Company Secretary

Assistant Director — Corporate Finance

Aged 43, Ms Lee joined the Group as Accounting Manager

in 1997 and was promoted to Group Chief Accountant in

2000. She was promoted to Assistant Director in 2006 and
was appointed Company Secretary in January 2007. Having
previously worked in the finance and auditing field in London
and Hong Kong, Ms Lee is a graduate of the Imperial College
of Science, Technology and Medicine, London, UK, and an
Associate of The Institute of Chartered Accountants in England
and Wales.

Mr Henry Kam Ling Cheung

Assistant Director — Leasing & Management

Aged 52, Mr Cheung joined the Group as an Executive Assistant
in 1983. He has worked in the Leasing and Management
Division since 1984 and was promoted to Senior Property
Manager in 1994. Mr Cheung was appointed Assistant Director
in 2006. He has a Bachelor's degree in Economics from

the University of Victoria, Canada and an MBA degree from
Southern lllinois University, USA.

Mr Roy Poon Kwong Ho

Assistant Director — Leasing & Management (China)

Aged 57, Mr Ho joined the Group in 1992 as Property Manager,
and has been responsible for projects, leasing and property
management in mainland China since 1993. He was appointed
Assistant Director in 2005. Mr Ho holds a Doctorate from the
University of the Pacific, USA.
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Mr William Yu Qiang Wang
General Manager — The Grand Gateway, Shanghai

Aged 53, Mr Wang joined The Grand Gateway, Shanghai in
1993 as Deputy General Manager. He was appointed Director
of Shanghai Kong Kui Property Development Co., Ltd. in 2003,
and was nominated Board Chairman and General Manager

in 2005. Mr Wang is a graduate of the Economics Faculty in
Zhong Gong Zhong Yang Dang Xiao and a qualified accountant
accredited by the Ministry of Finance People's Republic of
China. Mr Wang has been appointed as a Committee Member
of the Shanghai Chinese People’s Political Consultative
Conference and Committee Member of two designated
districts of the Shanghai Municipal People’s Congress (Standing
Committee) for several years, and is now a Committee Member
of the Shanghai Xuhui District of the Chinese People’s Political
Consultative Conference.

Mr Wilson Wong

Assistant Director — Marketing

Aged 58, Mr Wong worked at the Group in the 1970s and
rejoined in 1982 as Marketing Manager. He was appointed
Director of Hang Lung Real Estate Agency Limited in 1990 prior
to being appointed Assistant Director — Marketing of Hang
Lung Properties Limited in 2002, with responsibility for sales
and marketing of development projects. He holds a Bachelor of
Science degree and post-graduate qualifications in Urban Land
Economics and Mortgage Lending from the University of British
Columbia, Canada. A licensed estate agent and a Fellow of the
Hong Kong Institute of Real Estate Administration, Mr Wong
serves as a Member of the Legal Sub-committee and the China
Sub-committee of The Real Estate Developers Association

of Hong Kong. He was appointed a Member of the Land
Sub-Committee of the Land and Building Advisory Committee
in 2006, and has served as a Member of the Estate Agents
Authority since 2004.
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HATEA A - PROFILE OF SENIOR EXECUTIVES

Ms Cathy Pui Ling Cheng

Senior Manager — Legal & Secretarial

Aged 40, Ms Cheng joined the Group in June 2007 as Senior
Manager — Legal & Secretarial. Ms Cheng possesses over

15 years of legal and compliance experience. Before joining
the Group, she served various leading corporations gaining
significant exposure in the PRC business environment. She
holds a Bachelor’s degree in Laws from The University of Hong
Kong and is a solicitor of the High Court of the Hong Kong
Special Administrative Region.

Mr Patrick Yau Wa Fok

General Manager — Tianjin

Aged 47, Mr Fok joined the Group as General Manager —
Tianjin in March 2008. Mr Fok possesses over 19 years of
experience in project management with leading consultant firms
and extensive exposure to development projects in Hong Kong
and PRC. He holds a Bachelor of Arts Degree in Architectural
Studies, a Bachelor of Architecture Degree from the University
of Hong Kong and a Diploma in China (Commercial) Law from
Shenzhen University. Mr Fok is a member of The Hong Kong
Institute of Architects. He is a Registered Architect in Hong
Kong, an Authorized Person under the Buildings Ordinance and
also a State First Class Registered Architect of PRC.

Mr Howie Kay Heng Goh

Senior Manager — Human Resources

Aged 45, Mr Goh joined the Group in July 2007 as Senior
Manager — Human Resources. Mr Goh possesses over 20
years' relevant experience with broad exposure in the regional
scene with renowned multinational corporations at senior
executive level. He holds a Bachelor of Science degree from
The National University of Singapore and a Graduate Diploma
in Personnel Management from the Singapore Institute of
Management.
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Mr Desmond Chun Cheong Lai

Senior Manager — Internal Audit

Aged 51, Mr Lai joined the Group in 1988 as Chief Accountant
after working with a major international accounting firm for over
eight years. He assumed senior executive position of Grand
Hotel Group Limited in 1992. In 2003, Mr Lai was transferred
to Hang Lung Properties Limited as Senior Manager — Internal
Audit. He has a Bachelor's degree in Commerce from the
University of Western Australia, and is a Fellow of the Hong
Kong Institute of Certified Public Accountants and a CPA
member of CPA Australia.

Ms Mina Pou Lam Lai
Senior Manager — Leasing & Management

Aged 54, Ms Lai joined the Group in 1995 as Corporate Services
Manager. Having gained extensive managerial and negotiation
experience during her previous employment in Hong Kong and
overseas, she was appointed as Central Purchasing Manager

in 2003 and was promoted to Senior Manager in January

2007. Ms Lai was appointed as Senior Manager — Leasing

& Management in September 2007. She holds a Master of
Business Administration degree from the University of Leicester,
U.K.

Mr Shiu Wo Lam

Senior Manager — Project Development

Aged 48, Mr Lam joined the Group as Senior Manager —
Project Development in February 2007. Mr Lam possesses
over 25 years of experience in mechanical and electrical design
and project management with leading consultant firm. He also
gained extensive exposure in development projects in PRC.

He holds a Bachelor of Engineering Degree in Building Services
Engineering from the Hong Kong Polytechnic University and

is a Chartered Engineer and Registered Professional Engineer.
He is also a Member of Chartered Institution of Building Services
Engineers, UK, American Society of Heating, Refrigerating and
Air Conditioning Engineers, Inc, USA and Hong Kong Institution
of Engineers.
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HATEA A - PROFILE OF SENIOR EXECUTIVES

Mr Andrew Chee Man Lee

Senior Manager — Finance

Aged 50, Mr Lee joined the Group in June 2008 as Senior
Manager — Finance. He possesses over 25 years relevant
experience in finance and has significant exposure in the
commercial sector. Mr Lee holds a Master of Arts Degree from
The University of Lancaster, UK, a Bachelor of Laws Degree
from the University of London, UK and a Bachelor of Law
Degree from Tsinghua University, PRC. He is also a member
of Canadian Certified General Accountants Association of
Hong Kong, a Fellow of the Association of Chartered Certified
Accountants, an Associate of the Hong Kong Institute of
Certified Public Accountants, an Associate of The Institute of
Chartered Accountants in England and Wales and an Associate
of the Chartered Institute of Management Accountants.

Ms Elina Lee

Senior Manager — Corporate Communications

Aged 41, Ms Lee joined the Group in 2001 as Corporate
Communications Manager and in 2005 was promoted to Senior
Manager — Corporate Communications. Ms Lee has extensive
local and overseas experience in public relations and corporate
communications, with significant exposure gained in both the
government and corporate sectors. Prior to joining the Group,
she worked for the California Trade and Commerce Agency

in Hong Kong, where she was responsible for overseeing

the planning and organising of major business development
programmes. Ms Lee holds a Bachelor of Arts degree from the
University of Toronto, Canada.

Mr Moses Woon Tim Leung
General Manager — Shenyang

Aged 41, Mr Leung joined the Group as Senior Manager —
Project Development in March 2007. He was appointed General
Manager — Shenyang in June 2007. Mr Leung possesses over
15 years of experience in project design with leading consultant
firms and broad exposure in PRC projects. He holds a Bachelor
of Arts Degree in Architectural Studies and a Bachelor of
Architecture Degree from The University of Hong Kong.

Mr Leung is a Registered Architect in Hong Kong, a Member of
The Hong Kong Institute of Architects and an Authorised Person
under the Buildings Ordinance.
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Mr Chris Yin Chun Ng

General Manager — Shenyang

Aged 48, Mr Ng joined the Group as General Manager —
Shenyang in 2005. Prior to joining the Group, Mr Ng had over
20 years’ experience in project management with the Hong
Kong Government and other private organisations, including
10 years’ exposure in mainland China. He holds a Master's
degree in Business Administration, a Higher Diploma and

an Associateship in Mechanical Engineering, and a Diploma
in Management Studies from The Hong Kong Polytechnic
University. He is also a Member of The Hong Kong Institution
of Engineers.

Mr Thomas Wai Ho Ng

Senior Manager — Project Development

Aged 43, Mr Ng joined the Group in 1995 as Project Manager
and was promoted to Senior Manager in January 2007.

He possesses over 19 years’ experience in architectural

design and project management in Hong Kong. Mr Ng holds a
Bachelor of Arts degree in Architectural Studies and a Bachelor
of Architecture degree from The University of Hong Kong. He is
also a Registered Architect in Hong Kong and a Member of The
Hong Kong Institute of Architects.

Mr Eric Wing Hong Szeto

Senior Manager - Marketing

Aged 40, Mr Szeto joined the Group in 1992 and was promoted
to Senior Manager — Marketing in 2004. Mr Szeto has
extensive experience in property development and is responsible
for sales and marketing of development projects. He holds a
Bachelor’s degree in Economics from the University of Western
Ontario, Canada, a Master’s degree in Information Systems
from the City University of Hong Kong and a Postgraduate
Diploma in Surveying (Real Estate Development) from The
University of Hong Kong.

ANNUAL REPORT 2007/08



AELE

B — &

BAAEERFO+ME R_TTLF=A
MBEE L TALE — & - WEFR
TARFEBRZLRBER AR NERHZIER
RET M TREREIER  HEANERIAR
HEEZEEER - RIEAEBERBRE
BYSETMERBBT B - AAER
BB MR - KBS REEMBE KR
EEREMBEZE8 - WIIREEYIK
Pl Z2BE AL -

RNEL L
BREE — BERYEER (FE)

BREBF=1T " RZFTZT—F
BEE YR -_TTRFEHR/LE —
MERYERER (FE) - RR-_FFN
FRZERSRKE — B RYMEER
(FE) - R TR INBERNEB AT ETT
XEALENER -

=EWHELE

SRR — BRI

BERERFRTRER R—AtAFEmE
S8 —AN\NFHIEREABEE - &
R-ZZETZRFENR/SRLE — BAH
B’ BEERENSHEIZEMAGNER
R WERAEBBCHOEZEHET o
BRBHALRGHMAGERGEREE

SR AEEE -

ERERIE L4

BARAEIE — M R MEER
BROTHERFN+N5% - R— A mE A
SEHTHEYELE  WHR_TT=F
EABYELE - FR_TTFEZT
BofgE — HAEAEERE - R4
BEREHPEYREERER R EREL

B -

AT EA A - PROFILE OF SENIOR EXECUTIVES

Mr Oliver Chun Tien

General Manager — Wuxi

Aged 44, Mr Tien joined the Group as General Manager —
Wuxi in March 2007. Mr Tien possesses over 16 years’
experience in project design and management with leading
consultant firms and developers, including extensive exposure
in management of China projects. He holds a Bachelor of Arts
degree in Architectural Studies and a Bachelor of Architecture
degree from The University of Hong Kong. Mr Tien is a
Registered Architect in Hong Kong, a Member of the Royal
Institute of British Architects and The Hong Kong Institute of
Architects. Mr Tien is also an Authorised Person under the
Buildings Ordinance.

Ms Iris Siu Wai Tsui

Senior Manager — Leasing & Management (China)

Aged 36, Ms Tsui joined the Group in 2001 and was promoted
to Manager — Leasing & Management (China) in 2006. In 2008,
she was appointed Senior Manager — Leasing & Management
(China). Ms Tsui gained significant and extensive exposure in
the property sector prior to joining the group.

Mr Walter King Yee Wong

Senior Manager — Information Technology

Aged b5, Mr Wong joined the Group in 1979. He assumed the
position of Computer Manager in 1988 and was promoted to
Senior Manager — Information Technology in 2005, overseeing
the development of various integral systems and the
enhancement of office automation within the Group. Mr Wong is
a Fellow of The Association of Chartered Certified Accountants
and a Member of the Hong Kong Institute of Certified Public
Accountants.

Mr Ronald Kam Fai Yan

Senior Manager - Leasing & Management

Aged 46, Mr Yan joined the Group as Assistant Property
Manager in 1994 and was promoted to Property Manager in
2002. In 2006, he was appointed Senior Manager — Leasing &
Management. Mr Yan has a Master of Social Science degree in
Housing Policy & Practice from the University of Birmingham,
UK.
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Ms Cora Yuet Ngor Yiu

Senior Manager - Leasing & Management

Aged 45, Ms Yiu joined the Group in 1990 and was promoted to
Property Manager in 2001. In 2008, she was appointed Senior
Manager — Leasing & Management. Ms Yiu has a Master of
Business Administration degree from the University of Leicester,
UK and a Bachelor of Science degree in Estate Management
from The University of Reading, UK.

Mr Henry Tze Yin Yiu

General Manager - Jinan

Aged 54, Mr Yiu joined the Group in 1986. He assumed the
position of Project Manager in 1994 and was promoted to Senior
Manager — Project Development (China) in 2006. Mr Yiu was
appointed General Manager — Jinan in April 2007, managing
and overseeing the planning and progress of development
project in Jinan. Educated and professionally trained in Hong
Kong, Mr Yiu has gained extensive prior experience in project
management and relevant exposure with reputable local
organisation before joining the Group.

Ms Polly Kathen Fung Ting Yu

Senior Manager - Central Purchasing

Aged 54, Ms Yu joined Grand Hotel Group Limited in 1986 and
assumed senior executive position in 1992. She possesses
extensive managerial experience and relevant exposure in hotel
and tourism business before joining the Group. Ms Yu was
transferred to Hang Lung Properties Limited as Senior Manager
— Hotel & Residential in 2003 and was appointed as Senior
Manager — Marketing in 2004. In September 2007, Ms Yu was
appointed as Senior Manager — Central Purchasing, overseeing
the Group's procurement strategies and managing related
policies and operations.

Ms Yun Zhang

Senior Manager — Legal & Secretarial

Aged 33, Ms Zhang joined the Group in April 2008 as Senior
Manager — Legal & Secretarial. Ms Zhang possesses over

10 years experience in the PRC legal field and has significant
exposure in the local commercial arena. She holds a Master’s
Degree in Law and a Bachelor of Law Degree from the Fudan
University, Shanghai. Ms Zhang is qualified as a Lawyer by the
Ministry of Justice of PRC since 1998.
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The directors have pleasure in submitting their report together with
the audited Financial Statements for the year ended 30 June 2008.

Principal Activities

The principal activities of the Company are investment holding, and
through its subsidiaries, property investment for rental income,
property development for sales and leasing, car park management
and property management.

An analysis of the turnover and trading results of the Company
and its subsidiaries (collectively referred to as “the Group”) by
business and geographical segments during the financial year is set
out in Note 2 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 33 and 34 on the Financial Statements.

Financial Results

The profit of the Group for the year ended 30 June 2008, and the
state of affairs of the Company and of the Group at that date are set
out in the Financial Statements on pages 136 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 51 cents per
share which, together with the interim dividend of 15 cents per
share paid on 18 April 2008, makes a total of 66 cents per share

in respect of the year ended 30 June 2008. The proposed final
dividend, if approved by the shareholders at the Annual General
Meeting on 3 November 2008, will be paid on 18 November 2008
to shareholders whose names appear on the Register of Members
on 31 October 2008.
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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 21 on the Financial Statements.

Donations
Donations made by the Group during the year amounted to
HK$34.4 million (2007: HK$6.3 million).

Fixed Assets
Details of movements in fixed assets during the year are set out in
Note 9 on the Financial Statements.

Bank Loans
Particulars of bank loans of the Group as at 30 June 2008 are set
out in Note 17 on the Financial Statements.

Borrowing Costs Capitalisation
Borrowing costs capitalised by the Group during the year
amounted to HK$179.7 million (2007: HK$139.4 million).

Major Group Properties
Details of major properties of the Group as at 30 June 2008 are set
out on pages 62 to 67 of the annual report.

Share Capital

During the year, the issued and fully paid share capital was
increased by an issue of 2,168,000 (2007: 1,237,000) shares of
HK$1.00 each as a result of the exercise of share options under
the Company’s share option scheme.

Details of movements in share capital of the Company during the
year are set out in Note 20 on the Financial Statements.
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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 111 to 115 of the annual report. Details of their remuneration
are set out in Note 4 on the Financial Statements.

Ms Estella Y.K. Ng resigned as a director of the Company with
effect from 1 December 2007. The Board wishes to convey its
sincere gratitude to Ms Ng for her valuable contribution to the
Company during her tenure of office.

Mr Dominic C.F. Ho, being an independent non-executive director
of the Company newly appointed on 1 April 2008, retires at the
Annual General Meeting in accordance with Article 94 of the
Company's Articles of Association and, being eligible, offers
himself for re-election.

In accordance with Articles 103, 104 and 118 of the Company’s
Articles of Association, Mr H.K. Cheng, Mr S.S. Yin and Mr Nelson
W.L. Yuen 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 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. The executive
directors do not have any service contract with the Company
which is not determinable within one year without payment of
compensation (other than statutory compensation).

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company,

its holding company or any of their subsidiaries which is not
determinable within one year without payment of compensation
(other than statutory compensation).
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Directors’ Interests in Contracts

No contract of significance to which the Company, its holding
company or any of their 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.

Directors’ Interests in Competing Business

During the year, no director has been interested in any business
apart from the Company's business, which competes or is likely to
compete, either directly or indirectly, with the Company’s business
which is required to be disclosed pursuant to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

Directors’ Interests and Short Positions in Shares,

Underlying Shares and Debentures

As at 30 June 2008, the interests or short positions of each of the
directors in the shares, underlying shares and debentures of the
Company and its associated corporations which were required

to be notified to the Company and The Stock Exchange of Hong
Kong Limited pursuant to Part XV of the Securities and Futures
Ordinance (“SFQ") or pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies or which were
recorded in the register required to be kept by the Company under
Section 352 of the SFO are as follows:
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KAFE] EEEEERAT
The Company Hang Lung Group Limited
RITE2 RITE2
& 15 Bt & 15 Bt
HRRHEE (PfF7E1) ShmEE (fF7E2)
B —TT 2Bty Share Options B —IT 2 1) Share Options
Shares of Outstanding Shares of Outstanding
HK$1.00 each (Note 1) HK$1.00 each (Note 2)
22T 2217
[N [N
Bkt Bt
R #Ess % of ESuEeE R HE = % of ieghr G
S Name of Interests  Issued No. of Interests  Issued No. of
i 515 Directors Capacity in Shares  Capital Shares  in Shares Capital Shares
SOOOOOODOOD OO OO OO OO OO OO OO OO0
FRERT A Ronnie C. Chan Personal - - 16,330,000 - - 11,790,000
BRimE - S.S.Yin - - - - - _ _
RER fEA Nelson W.L. Personal - - 21,836,000 - - 8,000,000
Yuen
EfEE B Ronald J. Beneficial 724,346 0.02 - 1,089,975 0.08 -
BAK  Arculli owner &
I interest of
B controlled
corporation
gEY - H.K. Cheng - - - - - _ _
fREEE - Laura L.Y. Chen - - - - - - -
BinE RB PW. Liu Family 70,000 - - - - -
fmaE - Dominic C.F. Ho - - - - - - -
S+ @A Terry S. Ng Personal - - 14,789,000 - - 4,338,000
=iRE  EA William PY. Ko  Personal - - 12,130,000 - - 1,024,000
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BRITEE

FRFH (B8) & 15 ARt
A Granted  #230/6/2008 Exercise Price 171 EA
Date 7 1/7/2007 During the As at per Share Exercise
Granted #E Name As at 1/7/2007 Year 30/6/2008 (HK$) Period
OO OO OO OO GO
20/5/2004  FREXZE Ronnie C. Chan 5,090,000 - 5,090,000 $9.20  20/5/2005 to
=fER Nelson W.L. Yuen 7,126,000 - 7,126,000 19/5/2014*

R+ Terry S. Ng 3,239,000 - 3,239,000

=18 Wiliam PY. Ko 1,330,000 - 1,330,000
1/9/2005 1A Wiliam PY. Ko 500,000 - 500,000 $12.35 1/9/2006 to
31/8/2015*
20/11/2006 &S5 Ronnie C. Chan 2,000,000 - 2,000,000 $17.14 20/11/2007 to
#ER Nelson W.L. Yuen 5,800,000 - 5,800,000 19/11/2016#

R+5% Terry S. Ng 3,300,000 - 3,300,000

=18 Wiliam PY. Ko 3,700,000 - 3,700,000
21/8/2007  FREXZE Ronnie C. Chan - 3,640,000 3,640,000 $25.00 21/8/2008 to
={ER Nelson W.L. Yuen - 3,510,000 3,510,000 20/8/2017 #

R+ Terry S.Ng - 3,250,000 3,250,000

=18 Wiliam PY. Ko - 2,600,000 2,600,000
21/8/2007  [&RfZ Ronnie C. Chan - 5,600,000 5,600,000 $25.00  21/8/2009 to
#ER Nelson W.L. Yuen - 5,400,000 5,400,000 20/8/2017 *

R+ Terry S. Ng - 5,000,000 5,000,000

1A Wiliam PY. Ko - 4,000,000 4,000,000

o ZERGEETDREBARRRZ RO BEEIRE c GEBEAAREEE —T—NFR AT NBITERERATE
These share options were granted under the Share Option Scheme of the Company, all of which are now exercisable with the expiry date on 19 May 2014.

RO EETRBA AR ZIR M BT BRI - AR HUETE AR RNFAA-—BRATFEEEE S 2-+H ZEZLFHA—HRE
AEE—EEas2=+H  —TT/\FAA—ABAIFEE=AESs2=-TH  URZTETAFAA—BRITERTZEHIZ=1TH  MEHRH
TR =T - AF N \A=+—HE" °
This share option was granted under the Share Option Scheme of the Company, vest in 4 tranches, i.e. the first 26% from 1 September 2006, the second
25% from 1 September 2007, the third 25% from 1 September 2008 and the balance 25% from 1 September 2009, all expiring on 31 August 2015.

f o RERMEETRBARATZRG BB - GRBMENT S METE MRS LF+-AZTRRATTEEEES 2T ZTTNF+—A
ZHHERATET a2t ZEENFET A THEEATE T a2 =+ URZE—ZEF+ A THEITERTZES 2 M+
MESRHEBEZTERER S —R"F+—A+BER
These share options were granted under the Share Option Scheme of the Company, vest in 4 tranches, i.e. the first 10% from 20 November 2007, the next
20% from 20 November 2008, the next 30% from 20 November 2009 and the balance 40% from 20 November 2010, all expiring on 19 November 2016.

A ZERMBEDRBARR RO RS SR - BEBRETSNSTE  BR=_ZTNAFNA+—BRAGREEED 2T ZZTAFNA
Ztr—HERAIE T ElES =+ ZE-EFNA T —HRAIRE T @A =T URZE——FN\AZT—HEATERTZEDZ
m+ - d ARG R TR - F AT HER -

These share options were granted under the Share Option Scheme of the Company, vest in 4 tranches, i.e. the first 10% from 21 August 2008, the next
20% from 21 August 2009, the next 30% from 21 August 2010 and the balance 40% from 21 August 2011, all expiring on 20 August 2017.

o RERGBRETDRBARR ZRM IR EIRE - BRSBTS EETE R -_ETAFNA -+ —BRIAEEEE 2T ZT-FFNA
Z+—HRATET—EHE 2=+ ZE——FNAZ T —HRATE T EEs 2=+  UMRZFE—FNAZ+T—HRITERTZAD Z
M+ - MEE RGO BRETERER _E—tF N \AZTBER -

These share options were granted under the Share Option Scheme of the Company, vest in 4 tranches, i.e. the first 10% from 21 August 2009, the next
20% from 21 August 2010, the next 30% from 21 August 2011 and the balance 40% from 21 August 2012, all expiring on 20 August 2017.
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P52 Note 2
RITHEE 2 B HRRERR 8K FRITEEEE)
2 A No. of Option Shares Exercise Price A& 17 BT T {55 B
Date Granted 4% Name Outstanding per Share (HK$) Exercise Period
OGO GO GLIIHIHHHHIOIOOOIOG A OOOLIIIHIHO OO OGO
24/2/2000 =fEER Nelson W.L. Yuen 2,500,000 $6.12 24/2/2001 to
=1AE  Willam PY. Ko 30,000 23/2/2010*
1/11/2001 KRty Terry S.Ng 1,250,000 $5.87 1/11/2002 to
31/10/2011*
20/5/2004 FREX  Ronnie C. Chan 5,090,000 $9.45 20/5/2005 to
=1ER Nelson W.L. Yuen 3,000,000 19/5/2014*
REsr Terry S. Ng 1,388,000
=A% William PY. Ko 494,000
20/11/2006 B R Ronnie C. Chan 6,700,000 $20.52 20/11/2007 to
RfER Nelson W.L. Yuen 2,500,000 19/11/2016
K+t Terry S. Ng 1,700,000
=A@ William PY. Ko 500,000

* ZERGBEDRBEREEGRAR (MEEEE]) 2 RMHBEAEIRE - GREARREREES g 2THEBERAITE o
These share options were granted under the Share Option Scheme of Hang Lung Group Limited (“HLGL"), all of which are now exercisable until their
respective expiry dates.

& ZERGEEDREEEEE ZRHBEFEELY - BRAEENSUEITE AR T LF+—AZ+tHRBATEERE 2+ ZTTN\F+—A
ZTRRATE N —EEs 2= ZEEAF T —AZTHRAIE N AR Z2=1 URZF—TF+—AZTRHEAMTEHRTZES Z2H+ -
MmN EBEZITEHENR = —"F+—A+NBER -

These share options were granted under the Share Option Scheme of HLGL, vest in 4 tranches, i.e. the first 10% from 20 November 2007, the next 20%
from 20 November 2008, the next 30% from 20 November 2009 and the balance 40% from 20 November 2010, all expiring on 19 November 2016.

BrUA ERTIREESN - WEANNREEXKE L  Save as disclosed above, none of the directors of the Company or

B8 AR A A RQ RS A HEESEE 2% any of their associates had any interests or short positions in the

3~ MR EREER 2 EHIOKE - shares, underlying shares or debentures of the Company or any
associated corporation.

Br A EFratioh - IREARFEAER - 227« Other than as stated above, at no time during the year was the

HiER A m sk BB AR B EELTMA  Company, its holding company or any of their subsidiaries a party

THEANRES(BEREZEBNAM  toany arrangement to enable the directors of the Company

TN\ FR)AFEBARQRSEMEM  (including their spouses and children under 18 years of age)

RS 2 IR Sk B B T 2 o to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate.
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FTERREREMAL Substantial Shareholders’ and Other Persons’

RGO REBERGD 2 Interests and Short Positions in Shares and
ERRKRE Underlying Shares

BRIBEBAFEOIE=ZB =T GREAETHET Asat30 June 2008, details of substantial shareholders’ and other
ZEGMATRS s TERENMEKIEZESIE  persons' (who are required to disclose their interests pursuant
BIEXVEREH BEEEE o HMA TR ZZ  to Part XV of the SFO) interests and short positions in the shares
ZENFRNAZTBEEBEEARTZRM &M  and underlying shares of the Company as recorded in the register
fE1R Z iR A KR Z F BT ¢ required to be kept under Section 336 of the SFO are as follows:

FrA B SRR D 2R B

No. of Shares or BETRAZEDL
Underlying Shares Held % of Issued Capital
55=) KE [S=) KE
B FE Long Short Long Short
HZ Name Note Position  Position Position  Position
OO OO OO OO OO OO
PREE S Chan Tan Ching Fen 1 2,177,787,670 - 52.54 -
Cole Enterprises Holdings Cole Enterprises Holdings 1 2177,787,670 - 52.54 -
Limited Limited
Merssion Limited Merssion Limited 1 2177,787,670 - 52.54 -
BEEEFRAR Hang Lung Group Limited 2 2,149,454,570 - 51.86 -
BREER AT Prosperland Housing Limited 3 1,267,608,690 - 30.60 -
Purotat Limited Purotat Limited 3 354,227,500 - 8.55 -
JP Morgan Chase & Co. JP Morgan Chase & Co. 4 265,696,988 7,312,088 6.41 0.18
HaE
Notes

1. EROE—ETESIIEZRNBRA—HRD - REES LT AZEFTES ZHKIA © Cole Enterprises Holdings Limited Merssion Limited #17
RNEEEERAMBARMBE CROPEERER  MZERNELBE LR+ —B+TFEtE T N\BLF B TRRHZEBER -
These shares were the same parcel of shares held by a trust of which Ms. Chan Tan Ching Fen was the founder. Cole Enterprises Holdings Limited and
Merssion Limited were deemed to be interested in the shares held by HLGL and its subsidiaries, which number of shares were included in the above-
mentioned number of 2,177,787,670.

2. ERKEERANEMBARIEHEBERABMME 2 T EAFTELAERNTENTAABNATRRS « Purctat Limited FIF B2 =FBEFTHEAE=_+=8
tTFRERBROAREMHRBARMBEZRE-TtAEAT—8NTZaN\TRERMHPHEEEE -
HLGL was deemed to be interested in the shareholdings of its subsidiaries, viz. 1,267,608,690 shares held by Prosperland Housing Limited, 354,227,500
shares held by Purotat Limited, and 527,618,380 shares held by other subsidiaries.

3. EBRAERABMBEE 2T ZEATEEATENTRENTRRY KPurotat Limited A Bz =BATHE -+ Bt ThERKRMHEREE LMHRE
BEEfFAZ —t—BERThLENTRENTREAt TRBROZHEER -
The 1,267,608,690 shares held by Prosperland Housing Limited and the 354,227,500 shares held by Purotat Limited were included in the above-mentioned
number of 2,149,454,570 shares held by HLGL.

4. AfFAFEEATABAT -8\ RATEEHRS -
It includes 97,999,178 shares in the lending pool.
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Save as disclosed above, 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

Details of the significant related party transactions undertaken

in the usual course of business are set out in Note 27 on the
Financial Statements. 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
has 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 89 to 110 of
the annual report.

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
Secretary

Hong Kong, 13 August 2008

EELEERAE —TTL/TN\EFER



M 3L A% BRI

INDEPENDENT AUDITOR’S REPORT
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N

Independent auditor’s report to the shareholders of
Hang Lung Properties Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Hang
Lung Properties Limited (“the Company”) set out on pages 136 to
194, which comprise the consolidated and company balance sheets
as at 30 June 2008, and the consolidated income statement, 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 2008 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

13 August 2008
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CONSOLIDATED INCOME STATEMENT

HE-_TT)\FANAZ+HILFE For the year ended 30 June 2008

NBEABITE

in HK$ million

M5
Note

2008

2007

OIS LIS OIS

EER Turnover 2(a) 10,079.9 4,389.4
HaUA Other income 281.1 302.6
BEAAREXER Direct costs and operating expenses (3,482.3) (1,686.0)
THEA Administrative expenses (361.1) (243.3)
= epl Operating profit 6,517.6 2,762.7
EYEZ N FEEI  Increase in fair value of investment properties 9 10,181.5 5,962.1
16,699.1 8,724.8

Wi%EEA Finance costs 3 (150.4) (297.1)
JEIEEERRLER Share of profits of jointly controlled entities 11 128.9 78.3
BRI AT &R A Profit before taxation 2(a) &3  16,677.6 8,506.0
I8 Taxation 5(a) (2,783.2)  (1,403.0)
RE A Profit for the year 13,894.4 7,103.0
FE(LHER) - Attributable to:

AR Shareholders 21 13,159.1 6,370.6

DB R A Minority interests 22 735.3 732.4

13,894.4 7,103.0

f% B Dividends 7(a) 2,735.7 2,320.0
BREF Earnings per share 8(a)

=K Basic $3.18 $1.60

B Diluted $3.15 $1.58
SHAEF (FEFEHE Earnings per share excluding changes

MHBRETR AR E R in fair value of investment properties

BEYENTEESE) net of related deferred tax 8(b)

BN Basic $1.24 $0.51

e Diluted $1.23 $0.51

PATE IR EE IR TR 2 —&B 2

The annexed notes form part of these financial statements.
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BALANCE SHEETS

RZZTZ)\FRA=+H At 30 June 2008

& Group ‘A7) Company
(i
BB EE L E in HK$ million Note 2008 2007 2008 2007
OOIIOOHIOOOO IOIOHIOHHIOHIOHIOHIOIIIIIEHHHHHHHHS SOOOOOOOLAHHHHHHI OO OO
FRBEE Non-current assets
BEEEE Fixed assets
BEME Investment properties 59,085.4 47,152.9 = -
HiEE&E Other fixed assets 5,758.9 4,051.2 - -
9 64,844.3 51,2041 - -
BB Bl Interest in subsidiaries 10 = - 34,029.4 34,769.2
AENAER Interest in jointly controlled entities 11 696.7 596.9 - -
BRLERE Loans and investments 12 5.4 6.9 - -
ERRIEEE Deferred tax assets 16(b) 345 63.9 - -
65,580.9 51,871.8 34,029.4 34,769.2
REBEE Current assets
=& Inventories 13 6,816.6 9,541.6 - -
FEUER A Bt /BN Trade and other receivables 14 1,365.9 836.9 1.2 19
RBe RFITER Cash and deposits with banks 23(b) 10,577.8 6,993.7 8.4 8.2
18,760.3 17,372.2 9.6 10.1
ik )=V Current liabilities
JE BRI EMbEM X Trade and other payables 15 1,726.0 1,635.0 6.1 6.2
TIE Taxation 16(a) 8285 189.5 - 2.9
2,554.5 1,824.5 6.1 9.1
REBEEFE Net current assets 16,205.8 15,547.7 35 1.0
EEAERNTHERE  Total assets less current liabilities 81,786.7 67,419.5 34,032.9 34,770.2
FRBAE Non-current liabilities
RITER Bank loans 17 4,419.2 47818 = -
“ETEHH Floating rate notes
B Z/%%%TJ? due 2009 18 1,500.0 1,500.0 - -
RVETAHRIE Finance lease obligations 19 393.0 487.1 - -
JEH B A RIZE Amounts due to subsidiaries 10 = - 2,301.1 1,773.9
EERRARE Deferred tax liabilities 16(b) 6,823.9 4,813.1 - -
13,136.1 11,582.0 2,301.1 1,773.9
BEFHE NET ASSETS 68,650.6 55,837.5 31,731.8 32,996.3
EXR#E Capital and reserves
A Share capital 20 4,145.1 41429 4,145.1 41429
[ Reserves 21 62,231.8 50,133.8 27,586.7 28,853.4
B Shareholders’ equity 66,376.9 54,276.7 31,731.8 32,996.3
PYREER Minority interests 22 2,273.7 1,560.8 - -
aER TOTAL EQUITY 68,650.6 55,837.5 31,731.8 32,996.3
RER Nelson W.L. Yuen
BEERHKIE Managing Director
R4+t Terry S. Ng
HiTEE Executive Director
WS RRMI A kR 2 — 889 © The annexed notes form part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-_TT)\FANAZ+HILFE For the year ended 30 June 2008

BiaE
BB EHETETE in HK$ million Note 2008 2007
SOOI IO IO

REtR—Bz#ER Total equity at 1 July

e Shareholders’ equity 54,276.7 43,246.2
DERR R S Minority interests 1,560.8 1,042.9

55,837.5 44,289.1

FROERWZHEE Total recognised income and expense
for the year

BMEGINMBARIERE  Exchange difference arising from translation

EEZIERZERE of overseas subsidiaries 1,453.1 21.5
F Nz A Profit for the year 13,894.4 7,103.0

15,347.5 7,124.5

EFEEREARE Final dividend in respect of previous year  7(b) (1,781.9) (1,418.2)
AEEFHRKRE Interim dividend in respect of current year 7(a) (621.7) (538.5)
BT - 2R Issue of shares, net of issue costs 20 & 21 23.7 6,554.1

BATHAR
EEREER Employee share-based payments 21 109.1 41.0
EEFLERRNIE Repayment to minority interests 22 (40.5) (214.5)
MEBARL KRR Decrease in minority interests

R in subsidiaries 22 (223.1) -
RAB=1tHz##%  Total equity at 30 June 68,650.6 55,837.56
PEfL R Attributable to:

S Shareholders 66,376.9 54,276.7

DY R S Minority interests 2,273.7 1,560.8

68,650.6 55,837.5

BTSRRI ZE DRI k2 — &b o The annexed notes form part of these financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

HE-_TT)\FANAZ+HILFE For the year ended 30 June 2008

Pt
B BB E in HK$ million Note 2008 2007
DOV OOIOOIIOIIOOIIOOIIOI OO OO GO

K ,“a.fib Operating activities
REREER IS Cash generated from
operations 8,078.2 3,400.9
[RANERE] Tax paid
ENEBMEH Hong Kong Profits Tax paid (150.0) (319.6)
BT Bl AR PRC Income Tax paid (137.7) (100.9)
REKLZHREFEEE  Net cash generated from
operating activities 7,790.5 2.980.4
REEH Investing activities
BEETEE Purchase of fixed assets (1,347.3) (2,549.2)
HEBTEEMSIE Proceeds from disposal
of fixed assets 145.9 29.8
2UF B Interest received 275.0 305.7
ELIQ/D\%/A Gl Dividends received from
jointly controlled entities 36.0 27.0
ABNT) (BY) JEBR (Advance to)/Repayment from
jointly controlled entities (6.9) 54
ELTMIREEEER Repayment of advances from
unlisted investments 15 1.0
ARBREIEvIRE TE Net cash used in investing
activities (895.8) (2,180.3)
mEEE Financing activities
IR ITE R IUA Proceeds from new bank loans - 314.3
ERFITER Repayment of bank loans (374.9) (4,000.0)
Bl &R FTi550R Proceeds received from
placement of shares = 6,542.0
TR 1 EpfE Exercise of share options 23.7 12.1
BT EREMEEEE Interest and other ancillary
borrowing costs paid (312.7) (371.9)
ENEEHRNER Finance lease charges paid (37.4) (42.7)
ERRE Dividends paid (2,403.6) (1,956.7)
BB HRESE Repayment to minority
interests (40.5) (214.5)
B AR HIRERELSR )  Decrease in minority interest
in a subsidiary (105.1) _
BB L) 7 BARER D Capital element of finance
lease (82.9) (72.6)
(BR) /%®EmEZEHz  Net cash (used in)/generated
HEFE from financing activities (3,333.4) 210.0
ReRBeEEY2EM Increase in cash and cash
equivalents 3,561.3 1,010.1
EREs e Effect of foreign exchange
rate change 22.8 -
REB—HAZEER Cash and cash equivalents
REZEY at 1 July 6,294.2 5,284.1
RARA=THZERER Cash and cash equivalents
BeZ&EY at 30 June 23(b) 9,878.3 6,294.2

MIFREM T IR B IRER 2 — 87 -

The annexed notes form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

(CABRE RENL)

(Expressed in Hong Kong dollars)

1T EESTHE

(a) EHIEH
APBHERIRBEMBERZ (BRI KR
FER) (THKFRSs ) #R%e - MR ES
BRI RSB 2 T A E R E R (CEB R
BHEEA)  (FBGF 2RI ([HKASs])
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MIE - ARBERAZ T2 S5 BRI
™o
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HKFRSs ° [t FEAIEAREEE Al 2 G514
RS AE sk AT LR AT IR A o L 35T A0
KIER] 2 HKFRSs A BHZE —TTNF
RZEZ+FNA=+HIEFEMBRRL
BmEATE  HEMHKFRSE 75 (2R T
B WE) RHKASE 1B T (ME®RER 2
PR« BEARREER) & ETR 2 IREBRIN ©

1. HKFRSZE 7% (LA TA - #5E)

H P ATRIEHKAS E325R(em T A : HFHE
PR ) 78 T #FE 2 EEHAL - B4 HKFRS
FIRE  AUBRERAEEEHEeRITA
JEEURNETAEMEARRZHE RIZ
EZHRBEABTEINGFE - BERDTHI| R
TEERFIFE28 ©

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 summary 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. These new and revised HKFRSs
have no significant impact on the financial statements of the
Group for the years ended 30 June 2008 and 2007, except for the
presentation requirements following the adoption of HKFRS 7,
Financial Instruments: Disclosures and the amendment to HKAS 1,
Presentation of financial statements: Capital disclosures.

1. HKFRS 7, Financial instruments: Disclosures

As a result of the adoption of HKFRS 7, the financial statements
included expanded disclosures about the significance of the
financial instruments and the nature and extent of risks from those
instruments, compared with the information previously required to
be disclosed by HKAS 32, Financial Instruments: Disclosure and
presentation. These disclosures are provided in note 28 to the
financial statements.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(a) Statement of compliance (Continued)

2. HKAS 1, Presentation of financial statements: Capital disclosures

The amendment to HKAS 1 introduces additional disclosure
requirements to provide information about the level of capital
and the Group's objectives, policies and processes for managing
capital. These new disclosures are set out in note 21 to the financial
statements.

Both HKFRS 7 and the amendment to HKAS 1 do not have any
material impact to the classification, recognition and measurement
of the amounts recognised in the 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
2008 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.

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 recognised
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.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(c) Subsidiaries and minority 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.

The results of subsidiaries acquired or disposed of during the year
are dealt with in the consolidated income statement from the date
that control commences until the date that control ceases. Intra-
group balances and transactions and any unrealised profits arising
from intra-group transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence of
impairment.

Minority interests in the consolidated balance sheet comprise the
outside shareholders’ proportion of the net assets of subsidiaries
and are presented as a part of equity in the consolidated balance
sheet and statement of changes in equity. Minority interests in the
results of the Group are disclosed as an allocation of the profit for
the year between minority interests and the equity shareholders of
the Company.

Where losses applicable to the minority exceed the minority’s
interest in the equity of a subsidiary, the excess, and any further
losses applicable to the minority, are charged against the Group’s
interest except to the extent that the minority has a binding
obligation to, and is able to, make additional investment to cover the
losses. If the subsidiary subsequently reports profits, the Group’s
interest is allocated all such profits until the minority’s share of
losses previously absorbed by the Group has been recovered.

In the Company’s balance sheet, investments in subsidiaries are
stated at cost less any impairment losses. The results of subsidiaries
are recognised by the Company to the extent of dividends received
and receivable at the balance sheet date.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(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.

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.

Unrealised 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 unrealised losses provide evidence of an impairment of the
asset transferred, in which case they are recognised immediately
in profit or loss.

In the Company's balance sheet, its investments in jointly controlled
entities are stated at cost less any impairment losses. The results
of jointly controlled entities are recognised by the Company to the
extent of dividends received and receivable at the balance sheet
date.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(e) Goodwill

Goodwillrepresents the excess of the cost of abusiness 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 recognised 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.

(f) Properties
1. Investment properties

Investment properties are those which are held either to earn rental
income or for capital appreciation or for both. They are stated at
fair value, representing the amount for which an asset could be
exchanged between knowledgeable, willing parties in arm’s
length transaction, assessed by external qualified valuers. Any
changes in fair values are recognised in the income statement.
A property interest under an operating lease which is held for the
above purposes is classified and accounted for as an investment
property.

2. Investment properties under development

Property that is being constructed or developed for future use
as investment property is classified as investment property
under development and stated at cost, including borrowing costs
capitalised, if any, and professional fees, less any impairment
losses. When the construction or development is complete, it is
reclassified as investment property at fair value. At the date of
transfer, the difference between fair value and its previous carrying
amount is recorded in the income statement.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES (continued)

(f) Properties (Continued)
3. Properties under development for sale

Properties under development for sale are classified under current
assets and stated at the lower of cost and net realisable value.
Costs include the aggregate costs of development, borrowing
costs capitalised and other direct expenses. Net realisable value
represents the estimated selling price less estimated costs of
completion and costs to be incurred in selling the property.

4.  Completed properties for sale

Completed properties for sale are classified under current assets
and stated at the lower of cost and net realisable value. Cost is
determined by apportionment of the total development costs,
including borrowing costs capitalised, attributable to unsold units.
Net realisable 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

7. 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
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(g) Other fixed assets (Continued)

2. Leased assets (Continued)

(1) Classification of assets leased to the Group (Continued)

— 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, or at the date of construction of those
buildings, if later.

(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 installments 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 recognised 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.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Depreciation

1.
No depreciation

Investment properties
is provided for investment properties and

investment properties under development.

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)

Impairment of assets

As 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.

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

For current receivables carried at amortised cost, the
impairment loss is recognised 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 recognised in prior years.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(i) Impairment of assets (Continued)

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

greater of its net selling price and value in use. An impairment
loss is recognised 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 favourable 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 recognised in
prior years. Reversals of impairment losses are credited to
the income statement in the year in which the reversals are
recognised. An impairment loss in respect of goodwill is not
reversed.

(j) Trade and other receivables

Trade and other receivables are initially recognised at fair value and
thereafter stated at amortised 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.

(k) 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.

(I) Trade and other payables

Trade and other payables are initially recognised at fair value and
thereafter stated at amortised cost unless the effect of discounting
would be immaterial, in which case they are stated at cost.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES (continued)

(m) Interest-bearing borrowings

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

(n) Borrowing costs

Borrowing costs are expensed in the income statement in the
period in which they are incurred, except to the extent that they are
capitalised as being 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.

The capitalisation of borrowing costs as part 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.
Capitalisation 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.

(o) 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 recognised as deferred
income within trade and other payables. The deferred income is
amortised in profit or loss over the term of the guarantee.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)

(o) Financial guarantees issued, provisions and contingent
liabilities (Continued)

2. Other provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Company or the Group 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.

(p) 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 recognised in the income statement as follows:

1. Sale of properties

Revenue from sale of completed properties is recognised upon the
signing of sale and purchase agreements or the issue of occupation
permit by the relevant government authorities, whichever is the
later.

2. Rental income

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

3. Interest income

Interest on bank deposits is recognised as it accrues using the
effective interest method.

4. Dividends

Dividends are recognised when the right to receive payment is
established.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(q) 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 recognised in the income
statement except to the extent that they relate to items recognised
directly in equity, in which case they are recognised in equity.

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
utilised, are recognised. 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.

The amount of deferred tax recognised is measured based on the
expected manner of realisation 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.

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 utilised. Any such reduction is reversed to
the extent that it becomes probable that sufficient taxable profits
will be available.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(r) 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 recognised 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 recognised directly in a separate component of equity.

On disposal of a foreign operation, the cumulative amount of the
exchange differences recognised in equity which relate to that
foreign operation is included in the calculation of the profit or loss
on disposal.

(s) Related parties

Parties are considered to be related to the Group if the Group has
the ability, directly or indirectly through one or more intermediaries,
to control the party or exercise significant influence or has joint
control over the party in making financial and operating decisions,
or vice versa, or where the Group and the party are subject to
common control or common significant influence. Related parties
may be individuals (being members of key management personnel,
significant shareholders and/or their close family members) or other
entities and include entities which are under the control, joint control
or significant influence of related parties of the Group where those
parties are individuals, and post-employment benefit plans which
are for the benefit of employees of the Group or of any entity that is
a related party of the Group.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(t) Segment reporting

A segment is a distinguishable component of the Group that is
engaged in providing products or services (business segment),
or in providing products, or services within a particular economic
environment (geographical segment), which is subject to risks and
rewards that are different from those of other segments.

In accordance with the Group's internal financial reporting, the
Group has determined that business segment be presented as
the primary reporting format and geographical segment as the
secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can be
allocated on a reasonable basis to that segment. Segment revenue,
expenses, assets, and liabilities are determined before intra-group
balances and intra-group transactions which are eliminated as part
of the consolidation process, except to the extent that such intra-
group balances and transactions are between group companies
within a single segment. Inter-segment pricing is based on similar
terms as those available to other external parties.

Segment capital expenditure is the total cost incurred during the
period on additions of segment assets (both tangible and intangible)
that are expected to be used for more than one period.

(u) 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 payable in PRC
and Hong Kong under relevant legislation, are expensed in the
income statement as incurred.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(u) Employee benefits (Continued)
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 adjustment to the cumulative
fair value recognised in prior years is charged/credited to the profit
or loss for the year of the review, unless the original employee
expenses qualify for recognition as an asset, with a corresponding
adjustment to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual number
of options that vest (with a corresponding adjustment to the capital
reserve).

At the time when the share options are exercised, the related
capital 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 capital reserve is transferred directly
to retained profits.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

2 TURNOVER AND SEGMENT INFORMATION

The principal activities of the Company, which is incorporated in
Hong Kong, are investment holding and, through its subsidiaries,
property leasing, property development for sale and investment,
car park management and property management.

Turnover represents revenue from property leasing and sales. An
analysis of turnover by business and geographical segments is set
out below.

(a) Business segment

(i)  Segment revenue and results

EBULA DEBFLE
Segment revenue Segment results
NEBEEETHE in HK$ million 2008 2007 2008 2007
OO OO OO OO OGO
MEME Property leasing 3,745.1 3,003.8 3,045.7 2,402.2
YIS Property sales 6,334.8 1,385.6 3,551.9 301.2
10,079.9 4,389.4 6,597.6 2,703.4

AN Other income 281.1 302.6
THER (M) Administrative expenses (Note) (361.1) (243.3)
EEORF Operating profit 6,517.6 2,762.7
&’ﬁ%iz/ﬁzﬁﬁiﬂﬂ Increase in fair value of investment properties

— MERE — property leasing 10,181.5 5,962.1
Eﬁ%%ﬁfﬂ Finance costs (150.4) (297.1)
el e & D Alm R Share of profits of jointly controlled entities

— MERE — property leasing 128.9 78.3
FRA AR A Profit before taxation 16,677.6 8,506.0
FA5E Note:

FRN - TRERBREREERA-—EZTAE-—T8T (ZFZ
tE:OFT a8  REEAAKTEENKRN SR
BEOANZATENRE  ARFWRARLELRSR
&

Administrative expenses included share-based payments of $109.1 million (2007: $41.0 million)
recognised during the year. Share-based payments represent the amortisation of the fair value
of options granted to employees over the vesting period and do not involve any cash outflow
for the Company.
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mEsHREHEE - NOTESTO THE FINANCIAL STATEMENTS

2 EEBERITER @ 2 TURNOVER AND SEGMENT INFORMATION
(Continued)
(a) EBDI(®) (a) Business segment (Continued)
(i) SEEEREE (i) Segment assets and liabilities
BE afE
Assets Liabilities

LB R BT E in HK$ million 2008 2007 2008 2007
OO OO GO OO
YERE Property leasing

RAE R EMEA R The Company and its subsidiaries 65,157.8 51,298.2 1,224.3 1,187.4

é%@ﬁj Jointly controlled entities 696.7 596.9 - -
%%?ﬁ% - Property sales 7,869.0 10,284.4 295.7 238.9
KoO¥E (M) Unallocated (Note) 10,617.7 7,064.5 14,170.6 11,980.2

84,341.2 69,244.0 15,690.6 13,406.5

BE - Note:

KON ZEETEREARMBOLEE  AIEH4 RIBTE Unallocated items mainly comprise financial and corporate assets including cash and deposits
H—EFERELFLENTET (CEELE S HAER with banks of $10,577.8 million (2007: $6,993.7 million), interest-bearing borrowings including
FoEL+TELT) SEESERTERXN+IE—TFA bank loans of $4,419.2 million (2007: $4,781.8 million) and other liabilities of $1,893.0 million
BEotBT (—EEE: mHHENF-ENATET) U (2007: $1,987.1 million), and taxation of $7,617.9 million (2007: $4,938.7 million).
FEMBET \BATZE8T (ZZ2LF : THAENT

+tE—T8x) SREL+AE-—TFtaht+8r (=TT

+F : W+t AE=FN\BLTER) °

(i) BAKEIE BIE (i) - Capital expenditure and depreciation
BEARY e
Capital expenditure Depreciation
BEEETTHE in HK$ million 2008 2007 2008 2007
OO OO GO OO
MmERE Property leasing 1,508.0 2,769.8 75 4.4
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

2 EEBERITER @ 2 TURNOVER AND SEGMENT INFORMATION
(Continued)
(b) &S (b) Geographical segment
()  DESMA R EAE (i)  Segment revenue and results
D EUA DEELE
Segment revenue Segment results
LB R BT E in HK$ million 2008 2007 2008 2007
OO OO GO OO
£E5 Group
BB Hong Kong 8,624.9 3,444.1 5,404.8 1,971.1
AR A Mainland China 1,455.0 9453 1,192.8 7323
10,079.9 4,389.4 6,597.6 2,703.4
WS Jointly controlled entities
58 Hong Kong 128.9 78.3
(i) 7EEE (i) Segment assets
LB R BT E in HK$ million 2008 2007
OO OO GO OO
e Hong Kong 52,487.0 46,677.4
oA Mainland China 20,539.8 14,905.2
73,026.8 61,582.6
(i) EAXFIZ (i) Capital expenditure
AR BEEE in HK$ million 2008 2007
OO IO
BB Hong Kong 179.2 109.2
AR R Mainland China 1,328.8 2,660.6
1,508.0 2,769.8
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3 PROFIT BEFORE TAXATION

in HK$ million

Profit before taxation is arrived at after charging:
Interest on bank loans and other borrowings

£ E Group

2008

2007

HEE 2 & repayable within 5 years 262.3 365.7
RMEBLNER Finance lease charges 37.4 427
HipwoEEST N Other ancillary borrowing costs 30.4 28.1
HEX e Total borrowing costs 330.1 436.5
o EEZEEANME (ME) Less: Borrowing costs capitalised (Note) (179.7) (139.4)
MBER Finance costs 150.4 297.1
BEHEWEKR Cost of properties sold 2,375.0 1,019.4
BIMA  2iEESREER Staff costs, including employee share-based

—EBEAE—TEL (ZZTTLEF: payment expenses of $109.1 million

m+—a&r) (2007: $41.0 million) 490.8 301.3
e Depreciation 75 4.4
EEMRVER  pEIAES Operating lease charges, including contingent

=TECAHER (CTTLF rentals of $30.2 million (2007: $25.7 million) 110.9 102.0

“FRABETET)

ZERB Auditors’ remuneration
— ZE R - audit services 5.3 4.8
— H R — other services 0.1 0.4
WEFA : and after crediting:
HEREYERF Profit on disposal of investment properties 63.8 5.3
HEWA - ERERS S Rental income less direct outgoings of $699.4

ANENTFLEETERL (ZEZTLF . million (2007: $597.2 million), including contingent

LEATEEZT&ERT) IR rentals of $193.7 million (2007: $133.4 million) 3,045.7 2,406.6

fe—RBAT=ZEETET

(ZZTTLF . —E=F=E0+ERT)

FBWA Interest income 281.1 2948

i

BRPMEZEEIHERSFA > 2WHT (T2

FEDZHM—) ZPHERERE -

Note:

for properties under development.

EEEEERAE —TTL/TN\EFER
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

4 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT

The Nomination and Remuneration Committee consists of five
Independent Non-Executive Directors. The Committee makes
recommendation to the Board on the Directors’ remuneration
packages and terms of employment. The emoluments of Directors
are determined by the scope of responsibility and accountability,
and individual performance of directors, taking into consideration of
the Company’s performance and profitability, market practice and
prevailing business conditions.

(a) E=f2 (a) Directors’ emoluments
EEMEHN - Details of directors’ emoluments are summarised below:
A EEITHE in HK$ million rEEY
e 2R RIS
Bl FHEIZ R
Salaries, Group's
allowances B FEAL contributions
Hwe and benefits Discretionary to retirement
e Name Fees in kind bonuses scheme
SOOI OO LIS OO
HiTES Executive Directors
AR Ronnie C. Chan 0.2 8.2 25.6 0.8 348
RER Nelson W.L. Yuen 0.2 7.8 238 0.8 326
RET Terry S. Ng 0.2 4.1 12.3 0.3 16.9
mipE William P.Y. Ko 0.2 2.6 12.1 03 15.2
mHE Estella Y.K. Ng - 0.9 2.0 - 2.9
(RZTZEFTRBHE)  (Resigned in December 2007)
BYFHTES Independent
Non-Executive Directors
BREE S.S.Yin 0.1 - - - 0.1
BEE Ronald J. Arculli 0.2 - - - 0.2
gEs H.K. Cheng 0.2 - - - 0.2
BREds Laura L.Y. Chen 0.2 - - - 0.2
BinE P.W. Liu 0.2 - - - 0.2
Ep= Dominic C.F. Ho 0.2 - - - 0.2
(RZZZ/\FEAZME)  (Appointed in April 2008)
“EENF 2008 1.9 23.6 75.8 22 103.5
YiTEE Executive Directors
BRAR Ronnie C. Chan 0.2 7.8 42 0.8 13.0
=ER Nelson W.L. Yuen 0.1 7.4 4.1 0.7 123
RET Terry S. Ng 0.1 39 2.1 0.3 6.4
[Splsse William P.Y. Ko 0.1 2.4 2.1 0.2 48
iitE= Estella Y.K. Ng 0.1 19 13 0.1 3.4
BUFHTES Independent
Non-Executive Directors
BRHE S.S.Yin 0.1 - - - 0.1
BB Ronald J. Arculli 0.2 - - - 0.2
iz H.K. Cheng 0.2 - - - 0.2
BREdq Laura L.Y. Chen 0.2 - - - 0.2
B P.W. Liu 0.2 - - - 0.2
ZTTHF 2007 15 234 13.8 2.1 40.8
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4 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT (Continued)

(a) Directors’ emoluments (Continued)

Payment of bonus to Executive Directors, due at the end of a
financial year ending 30 June, was previously approved and paid in
August/September of the following financial year and reflected in
the latter year's financial statements. With effect from the financial
year ended 30 June 2008, the payment has been made in the
same financial year. Accordingly, two years’ bonuses relating to the
financial years ended 30 June 2007 and 2008 have been paid in
current year.

In addition to the above emoluments, certain directors were granted
share options under the share option schemes of the Company and
its ultimate holding company, Hang Lung Group Limited. Details of
the share options granted by the Company are disclosed in note
26(b) to the financial statements.

(b) Individuals with highest emoluments

Of the five individuals with the highest emoluments, four (2007:
five) are directors whose emoluments are disclosed in note 4(a)
and 26(b). The emoluments of the other individual for 2008 are as
follows:

UK EETHE in HK$ million £ & Group
e EMREDF=E Salaries, allowances and benefits in kind 1.1
BIEEAL ‘ Discretionary bonuses 05
AEEHRKSETEIMHR Group's contributions to retirement scheme 15
ISR Share-based payments 0.4
3.5
RZZTTLF AfHmasd ALTHAESE - For 2007, the five highest paid individuals were all directors whose

%% 2 Bl & SO EE 4(a) K 26(b) °

(c) BE-_TTZN\FARA=TEER-ZTZL
FRAZTHLEE #ERLRES
K@MITBAB N FIAE QBRI E
SAREREFMBAREE -

emoluments are shown in note 4(a) and 26(b).

(c) During the years ended 30 June 2008 and 30 June 2007, there
were no amounts paid to directors and senior executives above
for compensation of loss of office and inducement for joining
the Group.
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5 HEWHERAZHRE

(@) #HFEWEEAAZRAR

B EEITAE in HK$ million

mEsHREHEE - NOTESTO THE FINANCIAL STATEMENTS

5 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT

(a) Taxation in the consolidated income statement represents:

&1E Group

2008 2007

OO OO OO

ZKETFEIE Current tax
BEREH Hong Kong Profits Tax 724.9 182.1
BEFEEZBEVIR(Z1R) Under/(Over)-provision in prior years 1.1 (1.4)
5 726.0 180.7
HEI RGN PRC Income Tax 200.7 97.2
926.7 277.9
;EEWE i Deferred tax
Tﬁé%@%Z’A:ﬁEﬁ@J Change in fair value of investment properties 1,899.9 1,306.3
/H\ﬁﬁﬁ B R B E 1L £ 5 Other origination and reversal of temporary differences 138.0 84.2
%C‘/%%R?Q@Jﬁtﬂ —Rz Effect of change in Hong Kong tax rate on deferred
ﬁﬁﬁﬁlﬁi\%ﬁﬁz%g tax balances at 1 July (181.4) -
FEREZFSHHEA A2 Effect of change in PRC tax rate on deferred tax
BIERIAASR 8 balances at 1 July - (265.4)
&&t (T 16(0)) Total (note 16(b)) 1,856.5 1,125.1
TIEsZ H AT Total income tax expense 2,783.2 1,403.0

8 PG BB B B T0 2 0 2 fi 31 FE SR
HRRNAES Z+ABE (CEELF B
H2+E8A) HE - RELEFEHAE
B R IR R A o

FEFANTHRRBFRGE —ZETNETAH
FRVEEE  BENGHNEAAD 2T
tHAREAS 2T/ EE - Fit - BREH
MEHEEERBREENREFREASZ
TAREAEE -

RZZEZ+F=A+H FEHE+EE2H
ARRERGEBRLZEGHRBLEMSN
FEoBl BERBOZC=T=ERNAED
ZZThH RZZETENF—A—BEBEK-
Eit - REIREMETREERIBEEE D R
BE-EZNF—A—HERE-ZEZRE2Z+
FUMHREERAINERD 2 - THFE -

Provision for Hong Kong Profits Tax is calculated at 16.5% (2007:
17.5%) of the estimated assessable profits for the year. PRC
Income Tax is calculated at the rates applicable in mainland China.

The Hong Kong SAR Government enacted a reduction in the
Profits Tax rate from 17.5% to 16.5% with effect from the year of
assessment 2008/2009. Accordingly, the relevant profits tax and
deferred tax liabilities have been calculated using the new rate of
16.5%.

On 16 March 2007, the Standing Committee of the Tenth National
People’'s Congress of PRC passed the income tax law whereby the
tax rate would be changed from 33% to 25% with effect from 1
January 2008. Accordingly, the relevant PRC Income Tax from 1
January 2008 and the deferred tax liabilities from the financial year
2006/07 have been calculated at the new rate of 25%.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08



EsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

b HmEWEKRAZHIE @

(b) BE-_ZTTN\FARA=THILFEZRE
HEERRRAE-—TN\BEATET (=

5 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT (Continued)

(b) Share of jointly controlled entities' taxation for the year ended
30 June 2008 of $18.6 million (2007: $16.6 million) is included

TELE: —FXANTET) BEFA in the share of profits of jointly controlled entities.

EIEEE RRIENA °
(c) MmEIHHEeHMEBRXsE > (c) Reconciliation between tax expense and accounting profit at

FEN applicable tax rates:
BB RETHE in HK$ million 2008 2007
OO OO OO OO
B FR BT A Profit before taxation 16,677.6 8,506.0
IRRFBDE A A E AR R E 2B Tax on profit before taxation at applicable rates 3,107.1 1,833.7
FEIEEERARRNCHERE Tax effect of share of profits of jointly

o . controlled entities (18.6) (16.6)

IEERBIMA 2 FIBFE Tax effect of non-taxable income (90.1) (96.7)

FEHIR S th 2 IR 2

Tax effect of non-deductible expenses 30.8 15.3

A2 HsEEREM Tax effect of tax losses utilised and other deductible

A HIR |$§EZ?RIE§/‘E“ temporary differences (74.6) (75.2)
ﬂiﬁﬁu 2 BiiS R 2 TIaR 2 Tax effect of unrecognised tax losses 8.9 4.8

R S B ERIE R IR Effect of change in tax rate on opening balance of

i%ﬂﬁ*ﬁﬁzﬁ“ deferred tax (181.4) (265.4)
Hth Others - 45
BEFEZBREVR(Z12) Under/(Over)-provision in prior years 1.1 (1.4)
EREHEZ Actual tax expense 2,783.2 1,403.0

6 MREREGER
H&%WEZWJFJEK A HEA 2%
TEEZRNAZFTET(ZTTLF: LEZ
FHHE-+ET) -

7 RE

(a) AEERE

B RBITHE

in HK$ million

6 NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS

Net profit attributable to shareholders includes a profit of $1,006.3
million (2007: $924.2 million) which has been dealt with in the
financial statements of the Company.

7 DIVIDENDS
(a) Dividends attributable to the year

2008 2007

LI OO LIS OO

EEh Rk HIR S S+l

Interim dividend declared and paid of 15 cents

(:??ti + =1l (2007: 13 cents) per share 621.7 538.5

REZERBEIRASIEET+ I Final dividend of 51 cents (2007: 43 cents)
ZETAF =) per share proposed after the balance sheet date 2,114.0 1,781.5
2,735.7 2,320.0

REHRRIR RIS Y EER S
EIZE\% °

iy X />

(b) —TTLFHBRFEZTLEENT
—BEATETREARER-_ZZTAN
FHRFEMALENRNERE (ZTTL
F:tOE-—FTANB-_+TE&T-

The final dividend proposed after the balance sheet date has not
been recognised as a liability at the balance sheet date.

(b) The final dividend of $1,781.9 million for financial year 2007

was approved and paid in financial year 2008 (2007: $1,418.2
million).

EEELEERAE —TTL/TN\EFER



mEsHREHEE - NOTESTO THE FINANCIAL STATEMENTS

8 BRER 8 EARNINGS PER SHARE

(a) TREARLREERNIIRUTEEE (a) The calculation of basic and diluted earnings per share is based
i on the following data:

LUBBEETAE in HK$ million 2008 2007

OO OO OO
NEIWrr=t HE . . : : ;
FAGTESREARLEERN 2 ZF  Earnings for calculation of basic and diluted earnings

(BIARER PEAR 4E7)) per share (net profit attributable to shareholders) 13,159.1 6,370.6
528
Number of shares

NABKTE in million 2008 2007
OO OO GO OO
Rt ESRERRZR 2 Kk Weighted average number of shares used

EDTEYH’:J%I\ in calculating basic earnings per share 4,144.2 3,995.2
BSEER 2 BERD 2 FE Effect of dilutive potential shares

— &1 ERRE — share options 33.1 35.7
R E SREERT] 2 kK Weighted average number of shares used

g in calculating diluted earnings per share 4,177.3 4,030.9

b) BREAREERAN (TEFREWE (b) The calculation of basic and diluted earnings per share

NEFE) - WHIRABR RTS8 & excluding changes in fair value of investment properties net
R ER) TIRBEA T AR 2 5 F of related deferred tax and minority interests is based on the
FTE profit adjusted as follows:
NEEBHETTHE in HK$ million 2008 2007
OO OO OO
Hﬁfﬁﬁ%fﬁ%@ﬂ o Net profit attributable to shareholders 13,159.1 6,370.6
?ﬁﬁ%%Z@iﬁﬁ@I?ﬂ%*ﬁ B Effect of changes in fair value of investment properties
RIETRIE R D AR R o B net of related deferred tax and minority interests (8,036.1) (4,322.7)
RUGESRER KB ERAF 2 Adjusted earnings for calculation of basic and
KRR diluted earnings per share 5,123.0 2,047.9
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o EEAE —%H

9 FIXED ASSETS - GROUP

ERF
WEYE
Investment
wEYE properties
o o Investment under Efh AaF
A BEEITAE in HK$ million properties  development Others Total
OO OO OO OO OO
EX\$T§§HET§ : Cost or valuation:
RZZEEFLA—H At 1 July 2006 39,590.0 2,856.8 74.1 42,520.9
NE Additions 90.9 2,650.1 28.8 2,769.8
BA(EL) Transfers 1,634.4 (1,534.4) - -
HE Disposals (24.5) - (3.6) (28.1)
NEE Increase in fair value 5,962.1 - - 5,962.1
R-ZZLEXA=1H At 30 June 2007 and 1 July 2007 47,152.9 3,972.5 99.3 51,224.7
=TT+ F+A—H
FE 5 FAEE (ML) Exchange adjustment (Note) 1,244.0 366.3 1.8 1,612.1
fﬁq{\;ﬁ ) Additions 160.8 1,318.0 29.2 1,508.0
BOHME Reclassification 578.2 - - 578.2
HE . Disposals (232.0) - (2.3) (234.3)
NEE Increase in fair value 10,181.5 - - 10,181.56
REZFZBNFARA=1TH At30June 2008 59,085.4 5,656.8 128.0 64,870.2
REE - Accumulated depreciation:
R-ZEAFEA—HE  At1July 2006 - - 19.8 19.8
REEHE Charge for the year - - 4.4 4.4
FSfask = {E| Written back on disposals - - (3.6) (3.6)
R-ZZLEXA=1H At 30 June 2007 and 1 July 2007 - - 206 206
r=ZFE+F+A—H
REEHE Charge for the year - - 7.5 7.5
F & # el Written back on disposals - - (2.2) (2.2)
R-BBNEAA=1THA At30June 2008 - - 25.9 25.9
AREDF(E - Net book value:
R=2Z/\FXA=+HE At 30 June 2008 59,085.4 5,656.8 102.1 64,844.3
RZZZTEFAA=TH At 30 June 2007 47,152.9 3,972.5 78.7 51,204.1
%éﬁﬁfﬁﬂ =+HZ Cost or valuation of the fixed assets
PRANES BT ¢ at 30 June is made up as follows:
—EENF: 2008:
(EIE Valuation 59,085.4 - - 59,085.4
A Cost - 5,656.8 128.0 5,784.8
59,085.4 5,656.8 128.0 64,870.2
ZETF 2007:
(EIE Valuation 47,152.9 - - 47,152.9
AE Cost - 3,972.5 99.3 4,071.8
47,152.9 3,972.5 99.3 51,224.7
BE Note:

REME 1N ARE @ ERE - AEEZHBEERKZ
AEABKRAR (BRRETEE) NIRGEHEAZEXBRER
BT o IHRIE L E R AT AE LR -

In accordance with the Group's accounting policy in note 1(r), balance sheet items in the PRC
operations of the Group, including fixed assets, are translated into Hong Kong dollars at the
foreign exchange rates ruling at the balance sheet date. The related exchange difference has
been credited to exchange reserve.

EEELEERAE —TTL/TN\EFER



9 EEEE —KEw
W ZERMFESTOT
B EEITAE in HK$ million

9

mEsHREHEE - NOTESTO THE FINANCIAL STATEMENTS

FIXED ASSETS — GROUP (continued)

An analysis of net book value of properties is as follows:

BRHAREYE
WEYE Investment properties
Investment properties under development
2008 2007 2008 2007

OO OO OO KOOI KOO

if}i’%%ﬁﬁﬁﬁ?@ Long leases in Hong Kong 30,944.7 25,9495 678.3 677.9
BEFIMRHR Long leases outside Hong Kong = - 2,388.2 3,294.6
BB AIHR Medium term leases in Hong Kong 12,511.7 9,498.4 = -
BRI A 22 Medium term leases outside
o Hong Kong 15,493.0 11,555.0 2,590.3 -
BRI Short lease in Hong Kong 136.0 150.0 - -
59,085.4 47,152.9 5,656.8 3,972.5
(a) HNEFEZIEEWEHN-_FTENF,H (a) Investment properties of the Group carried at fair value

ZHHERE-KFREHNEERERE
RARQRZEMERBEM (EXA
E) RBELAK2EHSFERRA
FmEREE - Wt ABQEMELNRE
BT R Z AT L R TR (E

REBEREY X 2 REFEANBERE
BMEMOFAZEE  ERmFERN
THENT-—BA&ET (ZTTLF: =
TEATREST) °

REBAEMEFEE 2 REFEREM
REB AR R K B BIFINA Bt
REEEN T EREEH AR —TH
BT+BT(ZEZTLF: —FTHAEN
+E8L) E—FTE—F+&8x (ZTZT+
F o REMWZ-FZER+ET) °

MEHEWRSEBREREMEZHE WA
BE=tLENTAA T8 (ZF
ZLF ZHRETE=ZAN\TET) °

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2007/08

were revalued as at 30 June 2008 by Mr Charles C.K. Chan,
Registered Professional Surveyor (General Practice), of Savills
Valuation and Professional Services Limited, on an open market
value basis with reference to the net rental income after taking
into account reversionary income potential.

The net book value of investment properties of the Group
includes an amount of $4,441.0 million (2007: $3,295.0 million)
in respect of an asset held under a finance lease.

The net book value of other fixed assets of the Group included
long lease of $15.2 million (2007: $15.4 million) in respect of
land and building held in Hong Kong, and medium leases of
$10.1 million (2007: long leases of $10.5 million) in respect of
land and buildings held outside Hong Kong respectively.

Property leasing revenue includes gross rental income from
investment properties of $3,745.1 million (2007: $3,003.8
million).
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9 BEEEE - —f£Ew

(b) AEERFEEERHEENIZHERY
DHEEREYEE - ZEHL RV 5H
H—FRF  HbImhaREEEY
EREFHEAEER - REHELBEE
SITREFRNSARES 2K - m
AEESFHYE—TFLANBLHERE
#) - BETHABESATEE - TH2BHA
FZWAMETE °

RANA=1TAH  XEERETAIHEE
EEMAOZLER Z RREE LN
T

9. FIXED ASSETS — GROUP (continued)

(b) 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:

A7 HFL fels
B EB T E in HK$ million Subleases Other leases Total
OGO OIIOOOIOGOOGOIOGOOOOIOGOOOOOOHIOOIOOGI GO
—ZENE 2008
—FR Within 1 year 265.2 3,146.6 3,411.8
—FRERFA After 1 year but within 5 years 518.5 2,966.4 3,484.9
hFE After 5 years = 21.1 21.1
783.7 6,134.1 6,917.8
e 2007
—FR Within 1 year 251.5 2,517.7 2,769.2
—FRELFR After 1 year but within 5 years 528.7 2,801.3 3,330.0
AF& After 5 years 27.0 98 36.8
807.2 5,328.8 6,136.0

10 B~ B

10 INTEREST IN SUBSIDIARIES

7~ a] Company

BB BBITAE in HK$ million 2008 2007
OO OO GO OO
SELMRAD - RAME Unlisted shares, at cost 8.1 8.1
FEULHT B A B FE Amounts due from subsidiaries 34,021.3 34,761.1
34,029.4 34,769.2

TEMBARZFAENENIESS

FEUL, FERTP B A AR AR - 28K
EREERE - MEABEHZEFRIERNARRT
“EARTNAIRE S EFEE - HOIEIER
BEE/BE-

Details of principal subsidiaries are set out in note 33.

Amounts due from/to subsidiaries 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.

EEELEERAE —TTL/TN\EFER



mEsHREHEE - NOTESTO THE FINANCIAL STATEMENTS

11 BEQATES 11 INTEREST IN JOINTLY CONTROLLED
ENTITIES
%18 Group

B EEILETE in HK$ million 2008 2007
OO OO OO
Fgfﬁﬁg/\?ﬁ — 3k Wikl Share of net assets — unlisted shares 677.9 585.0
e E &R RIFIE Amounts due from jointly controlled entities 18.8 11.9

696.7 596.9

R-ZTBZENEASNA=FTHEEQTZEH4E Details of jointly controlled entities at 30 June 2008 are set out in

FLE A 34 - JEU S Z R TIFE Al %EE note 34. Amounts due from jointly controlled entities are unsecured,

B WAREKE - REBRESE A interest free and recoverable on demand. The summary financial

Al Z R MM S E R T information related to the Group's interest in jointly controlled
entities are as follows:

B EEILETE in HK$ million 2008 2007
OO OO OO
3F‘}ﬁf§ﬂ>§§ Non-current assets 846.9 731.0
MENVE B Current assets 26.3 495
ERBEE Non-current liabilities (172.1) (176.6)
mENEE Current liabilities (23.2) (18.9)
EEFE Net assets 677.9 585.0
WA Revenue 49.5 47.3
RNEE R Profit for the year 128.9 78.3
12 ERREBE 12 LOANS AND INVESTMENTS

%08 Group
BB EEILTE in HK$ million 2008 2007
OO OO OO
REBZIF LA Unlisted investments in Hong Kong 0.1 0.1
BERTILHRERT Advances to unlisted investee companies 5.3 6.8

5.4 6.9

BAIEFMIEETESERTE F 2w Unlisted investments are carried at cost less impairment, if any,
HEUBTHATE  BEHIREAINGEE as they do not have a quoted market price in an active market to
(IAE) ABR - determine their fair value.
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13 #E

BB BITAE

in HK$ million

13 INVENTORIES

% & Group

2008 2007

OO LKL

UREB 2 BERFME Property under development located in Hong Kong
o Eﬁﬂﬂﬂ?@\ o - long leases 42.7 40.5
URBEBZFEDERYE Completed properties for sale located in Hong Kong
— R EAh 32 — medium leases 6,773.9 9,501.1
6,816.6 9,541.6

BERERY LT —FRES -

14 FEWERFR HAbFEURR

B aT AU AR RN H At B YR 2 I AR R
RIS

The property under development for sale is expected to be
recovered after more than one year.

14 TRADE AND OTHER RECEIVABLES

Included in trade and other receivables are trade debtors with the
following terms:

%E Group

B EEITTE in HK$ million 2008 2007
OO OOOOO OO OO O SOOOOOOOOOOO OOOOOOOOOD
—EAA Within 1 month 1,068.7 4491
—E==@A 1 -3 months 25 4.0
=@ANE Over 3 months 5.3 0.9
1,076.5 454.0

KEVMEHENREBEDNZESHEN
FREE - FRMEXHENABRNHER
TER - A5 B T B AR B AR SR R o AT
RERTYIER - EIEEREKERE
BzEERBBAERE R_TETNFR-
ETHFANA=ZTHZREREBHBL T
BEX - AEBEYWEG I FREBF G EMER

-]
on ©

Proceeds from property sales are receivable pursuant to the terms
of the sale and purchase agreements. Monthly rents in respect of
leased properties are payable in advance by the tenants. An ageing
analysis of trade debtors is prepared on a regular basis and is closely
monitored to minimise any credit risk associated with receivables.
The balance of bad and doubtful debts as at 30 June 2008 and 2007
is insignificant. The Group does not hold any collateral over these
balances.
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A EEITE in HK$ million

mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

15 TRADE AND OTHER PAYABLES

%3 Group
2008

28] Company

2007 2008 2007

OISO LIS KL OSSOSO SO

J%ﬁ%@&ﬁé‘\%ﬁ%ﬁﬁ Creditors and accrued expenses
(M=) (Note i) 595.2 634.7 6.1 6.2
2z e (M EIii) Deposits received (Note ii) 924.8 791.6 - -
ENRRMBEARFIAE  Amounts due to fellow subsidiaries
(B &Eiii) (Note iii) 206.0 208.7 - -
1,726.0 1,635.0 6.1 6.2
BiE Notes:

0] F'?iﬁ RN JERT E A BERSR - FATEENZRER
—TEATEL (ZFTLF: —T=8&L) °
(ii) EHSZ?E@/T{%:?)\@J:-*—E% (ZFTEF &R
T—EARTERL) BN —FATGEN -

S

(i) FERRMBARFIES AEER - 2 S REETEEE
Hﬁo
BEET AT BR R R E A FE A 30 2 PR BR R EL
ERER AT ¢

B EETATE in HK$ million

(i) Creditors and accrued expenses include retention money payable of $10.5 million (2007:
$23.0 million) which is not expected to be settled within one year.

(i) Deposits received of $628.7 million (2007: $791.6 million) are not expected to be settled
within one year.

(i)~ The amounts due to fellow subsidiaries are unsecured, interest free and have no fixed
terms of repayment.

Included in trade and other payables are trade creditors with the
following ageing analysis:

£ E Group

2008 2007

OO OO OO OO SOOOS

—{& A~ E Due within 1 month 425.9 514.7
=AML Due over 3 months 56.5 78.9
482.4 593.6
16 REEGEBXRLZHE 16 TAXATION IN THE BALANCE SHEETS
(a) ZAEFIE (a) Current taxation
£E Group A7) Company
NBEEBRETHE in HK$ million 2008 2007 2008 2007
OO OO OO OO OO OSSO
EENSTRE Provision for Hong Kong Profits Tax 724.9 182.1 - 1.6
FE I\Lt%ﬁﬁfﬁ%ﬁ%éﬁ Provision for PRC Income Tax 72.9 9.9 = -
L‘MEE@JEZJ?E@L/ . Hong Kong Profits Tax payable/
(FIYE) BAFIEH (recoverable) relating to prior years 30.7 (2.5) - 1.3
828.5 189.5 - 2.9
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16 REERBRLZHE @
(b) IEFEFEIH

(b) Deferred taxation

%£E Group

16 TAXATION IN THE BALANCE SHEETS (continued)

NBEBETHE in HK$ million 2008 2007
OOORIHIIOOOOHHHIOHHIOIIIOHIIOHIOHIHIOHHIOIIHIOHIOHIHIOHS OISO OISO
BEERIAR Deferred tax liabilities 6,823.9 4,813.1
BRI E E Deferred tax assets (34.5) (63.9)
RETIE B EFEE Net deferred tax liabilities 6,789.4 4,749.2
Wi EEBEBERLERZELERIEA®E ~  The components of deferred tax liabilities/(assets) recognised in the
(BE) MARKKFEAZZEIT - consolidated balance sheet and the movements during the year are
as follows:
B EETTHE in HK$ million FESHES
WIEETE RHi%
Depreciation BEREE
allowances ZERER
in excess MEE Future
- ‘ of related Revaluation benefit of Hip B
ERBEEAR Deferred tax arising from: depreciation  of properties tax losses Others Total

OO OO OO OO OO OO OO0

g@:?%‘ﬁ/ﬁﬁtﬂ—ﬁ At 1 July 2006 655.7 3,035.1 (35.8) (30.9) 3,624.1
E@%?éﬂ&ﬁé%W(?%A)/ £l (Credited)/Charged to consolidated

(Fi#3E5(a) income statement (note 5(a)) (21.3) 1,143.6 28 - 1,125.1
RZZZLERA=TH At 30 June 2007 and
‘ k=ZEZ+F+A-H 1 July 2007 634.4 4,178.7 (33.0) (30.9) 4,749.2
ﬁé\ﬁﬁﬁm?%@ Charged to reserve N4 142.3 - - 183.7
E(\‘%?\é\ﬂﬁlﬁﬁiw Charged to consolidated income

5 (F15 5(a) statement (note 5(a)) 974 1,729.7 21.0 84 1,856.5
R-ZEZEN\FxA=1+H At 30 June 2008 773.2 6,050.7 (12.0) (22.5) 6,789.4

(c) KRERZELEHEEE

REBHNARE THBAR L BHMLEN
“ERAETRBATE T (ZEZTLF: —F
ZTFNABE T8 BEBEMEENIET
MBEEELER  BARZZZEZ/\F A
=18 AJAEEEEEEENBRERD
BN AEE - WEBRBEBNRBEER
RIRRF RIS AR LW ARER - M EAE
BHREBEBRINEReTTERATES

B o

(c) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in respect of
tax losses of $255.9 million (2007: $229.1 million) sustained in the
operations of certain subsidiaries as the availability of future taxable
profits against which the assets can be utilised is not probable at
30 June 2008. The tax losses arising from Hong Kong operations
do not expire under current tax legislation. The tax losses arising
from mainland China operations expire five years after the relevant
accounting year end date.
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RANB=+REERRTERERMMm
—|T :

BB BTTAE

in HK$ million

mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

17 BANK LOANS

At 30 June, bank loans were unsecured and repayable as follows:

&1E Group

2008 2007

OO OO OO

W¢?§1E£¢W After 2 years but within 5 years 4,453.7 4,828.6
B RS S E A Less: unamortised front end fees (34.5) (46.8)
4,419.2 4,781.8

FA-AMERTERIR-—HNEELE
“ERELFNUHE-EERE_E) FAEX
FTE e

AEEZETEEXIMBRORS - ZF
IHBEROER A EBNERRE 2GS BT
BEFETSERMEERGABENEER
BZLHENERRREKRF - FR - NEE
BB THEFRONENR -

18 —ZEZENFRHPZZFEER

FEEBRARFZHWBARET - WRE
HAADRRBERS LA E @ ZFEFE 2
—BERH-E(CES+F: N —_ER
AE) B WER_ZEZENF+ = ARHK
BESBENESEBKARFHEMATZ

Bt o

RZZZNFERNA=ZTH KA LEFEER
290 REBEYWEEFMEMREENTEE K
FREBAIBEIES

All bank loans are interest-bearing at rates ranging from 1.8% to
7.0% (2007: 4.1% to 6.2%) per annum during the year.

Certain of the Group’s borrowings are attached with financial
covenants which require that at any time, the Group's consolidated
tangible net worth is not less than and the ratio of borrowings to
consolidated tangible net worth is not more than required levels.
During the year, all these covenants have been complied with by
the Group.

18 FLOATING RATE NOTES DUE 2009

The floating rate notes were issued by the Company’s subsidiary.
These notes are guaranteed as to principal and interest by the
Company, bear interest ranging from 2.1% to 5.1% (2007: 4.2%
to 5.0%) per annum during the year, repayable in full in December
2009 and have no rights of conversion into shares of the Company
or any other body corporate.

At 30 June 2008, except for the above floating rate note, the Group
has no other outstanding fixed or floating rate notes or convertible
bonds.
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19 AERNAIE
MEHORLEN 2 HeBERAREBEN
I

B EEITAE in HK$ million

19 FINANCE LEASE OBLIGATIONS

Total minimum lease payments under finance lease and their
present values are as follows:

%£E Group

HERRIREFE

RVERZ FHAZFEER
HeERE Interest SLERNZ
Present value of expenses ikt
minimum lease relating to Total minimum

payments future periods lease payments

OO OO OO

—ZENE 2008
BN &% Amounts payable
—FR Within 1 year 94.1 31.2 125.3
—FRERFA After 1 year but within 5 years 393.0 485 4415
487.1 79.7 566.8
ZETHF 2007
BN &% Amounts payable
—FR Within 1 year 82.9 37.4 120.3
—FRERER After 1 year but within 5 years 4527 79.3 532.0
RFE After 5 years 34.4 0.4 34.8
—Fig@Et Total after 1 year 4871 79.7 566.8
570.0 117.1 687.1

BMEHOAEZERFNESEE (ZFF
tEF LB

The effective interest rate of the finance lease obligations is 7%
(2007: 7%) per annum.

20 BRA 20 SHARE CAPITAL
2008 2007
RHEE ghl SeE!
(BBR) (A&R)
Number Number
of shares BERET of shares BEEET
(Million) HK$ million (Million) HK$ million
OO OO OO OO OO OO OSSO
ETE B Authorised
EREE—TT Shares of $1 each 6,000.0 6,000.0 6,000.0 6,000.0
E?é‘ﬁ&?%ﬁli Issued and fully paid
REA—R At 1 July 4,142.9 4,142.9 3,731.7 3,731.7
BITIRD B Issue of shares
—RETTEER ) — from exercise of options 2.2 2.2 1.2 1.2
—REEE () — from placement (Note) - - 410.0 410.0
WANA=+AH At 30 June 4,145.1 4,145.1 4,142.9 4,142.9
BT Note:

REZZXRE+—-ARBRTAT=A%THNE-TERS
REE—TTE AR SR 2D

In November 2006, 410 million shares of $1 each were issued at $16.3 per share which were
fully paid in cash.
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21 f#fE 21 RESERVES
£E Group A7) Company
NBEEBRETHE in HK$ million 2008 2007 2008 2007
OO OO OO OO OO OO
B Capital reserves
& (B Share premium
»tA—H At 1 July 21,687.4 15,541.5 21,687.4 15,541.5
IR - EMRR Issue of shares, net of
BTN issue costs 215 6,142.9 215 6,142.9
& B %t BfERR A Employee share option benefits 6.1 3.0 6.1 3.0
RNA=+H At 30 June 21,715.0 21,687.4 21,715.0 21,687.4
BB Capital redemption reserve
REA—BK At 1 July and
~NA=+H 30 June 2,065.5 2,065.5 2,065.5 2,065.5
bE 5 Exchange reserve
mtA—H At 1 July 42.6 21.1 - -
BREBINHB AT Exchange difference arising from
BRIEEACER translation of overseas
=5 subsidiaries 1,211.9 215 - -
MWNA=+H At 30 June 1,254.5 42.6 - -
EERMFHERE Employee share-based
compensation reserve
“tA—8 At 1 July 86.1 48.1 86.1 48.1
EERIEER Employee share-based
payment expenses 109.1 41.0 109.1 41.0
HESRGRE Transfer to share premium (6.1) (3.0 (6.1) (3.0
R ERB R Transfer to retained profits (8.4) - (8.4) -
MANA=+H At 30 June 180.7 86.1 180.7 86.1
25,215.7 23,881.6 23,961.2 23,839.0
RB & A Retained profits
RtA—H At 1 July 26,252.2 21,838.3 5,014.4 6,046.9
REFELF Net profit for the year 13,159.1 6,370.6 1,006.3 924.2
EFEREARHRE Final dividend in respect of
previous year (1,781.9) (1,418.2) (1,781.9) (1,418.2)
RELFHRE Interim dividend in respect of
u current year (621.7) (538.5) (621.7) (538.5)
miEERMHEHE Transfer from employee share-
EEEA based payment reserve 8.4 - 8.4 -
RANA=+A At 30 June 37,016.1 26,252.2 3,625.5 5,014.4
62,231.8 50,133.8 27,586.7 28,853.4
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21 f@#E e

B aBREEAERHMECBEDRIXZE
BCRRMER)D) FO+ N2 IR END+ LF
REEE - [ENREEBIRBRESINGBE R A
ISR REE ZE K =58 o S0 sE 1(u) AT
i BEEROMHEERGEEFBEERDERRE
1T IR in Bt 2 XA o

RZZFZENFERA=1+H » ARR]AIHDIET
BRzFEEEBER=TNE_THAATE
T (CEZLF AT E-—THAR+TER) -

EXEE

AEENEAERBRZ B EZBABERRER
SEEFELE  URRRRERHERLRHE
bz B ARMA R - R A ERAER

AREBEEG L E RS MNEERERGERE
NEAFRSEREKFARERNESRE
(O] ¥ BL 1 |2 & AR 7 SR N B 2 I AR B 2 eI R
B WARAKE 2 XBAS REER
B EBHEREBIELRE

AEBEZERIBERLRERENT R -
W2 BE EARROPBAERERELERG
B AEXREFEREREINFER 2L
il o FERBERITENR  FEERLBER
HEYE - RIRE RIRTTFK - BREERERR
e fo DB R M S

R-FENER-FELFAA=TE &
B ERFR KT o AR A E B
AR WEHNDE A AT L HR ©

21 RESERVES (Continued)

The application of the share premium account and capital redemption
reserve are governed by Section 48B and Section 49H of the Hong
Kong Companies Ordinance respectively. The exchange reserve
comprises 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(u).

The aggregate amount of the Company’s reserves available for
distribution to equity shareholders of the Company at 30 June 2008
was $3,625.5 million (2007: $5,014.4 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, floating rate notes and finance lease obligations, less
cash and deposits with banks. Equity comprises shareholders’
equity and minority interests.

The Group has net cash position as at 30 June 2008 and 2007.

Neither the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

22 MINORITY INTERESTS

%E Group

NBEBETHE in HK$ million 2008 2007
OO OO OO OO O SOOOOO OO OOOOOOOOOD
»ntA—H At 1 July 1,560.8 1,042.9
AEEDHBRREREGRT] Profit attributable to minority interests for the year 735.3 732.4
B8 T DERRR IR ‘ Repayment to minority interests (40.5) (214.5)
P88 2 =) D BRRSR A D Decrease in minority interests in subsidiaries (223.1) -
FEL R Share of reserves 241.2 -
WARA=+H At 30 June 2,273.7 1,560.8
23 HARSRBRME 23 NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT

(a) REKEXEK RS (a) Cash generated from operations
NBEBEETHE in HK$ million 2008 2007
OO OOOOO OO OO O SOOOOOOOOOOO OOOOOOOOOD
B R38BT ) Profit before taxation 16,677.6 8,506.0
PR Adjustments for:
FLEHA Interest income (281.1) (294.8)
MBER Finance costs 150.4 297.1
Tﬁ% ) Depreciation 75 4.4
HIEREWR 2R Profit on disposal of investment properties (63.8) (5.3)
wEWE 2 N THEEG N Increase in fair value of investment properties (10,181.5) (5,962.1)
EIEEERRNEF] Share of profits of jointly controlled entities (128.9) (78.3)
EEREEA Employee share-based payment expenses 109.1 41.0
B8 2R Decrease in inventories 2,146.8 558.0
ﬁ’éﬂﬂ(ﬂﬁ%ﬂ&ﬁ@ﬁ%%%ﬂ (Increase)/Decrease in trade and

2 (&), md other receivables (476.8) 248.7
ANl A Decrease in creditors and accrued expenses (11.6) (42.3)
BUiES 218 \ Increase in deposits received 133.2 148.4
i ANIE NS NGIE e E el Decrease in amounts due to fellow subsidiaries (2.7) (19.9)
REKEEBZRE Cash generated from operations 8,078.2 3,400.9
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23 FEBREREBRMETE @ 23 NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (Continued)

(b) RERBELZEY (b) Cash and cash equivalents

A EETHE in HK$ million 2008 2007

OO OO GO OO
FAAERABEROAESNMIRITER  Cash and deposits with banks in the consolidated

o B balance sheet 10,577.8 6,993.7
B R= (B A BB BRI TIF Less: Bank deposits with maturity greater than

three months (699.5) (699.5)
FARSRERNESKELZEY  Cash and cash equivalents in the consolidated

cash flow statement 9,878.3 6,294.2

CABEBEBEZRS NETESIRFEHF] Cash and deposits with banks in the consolidated balance sheet
REE-—HNE (ZEE+4: W HE) are interest bearing at an average rate of 3.4% (2007: 4.5%) per

sTR o - annum.
24 HAREE 24 CONTINGENT LIABILITIES
RANA=Z1THZSHAREBENT ¢ At 30 June, contingent liabilities were as follows:

2 |] Company
NEEBEITHE in HK$ million 2008 2007
OO OO OO OO
MATER 2 RITEEMRMEZER  Guarantees given to banks to secure credit facilities 5,979.9 6,354.6

KA EFSNBARIZEELEMIETTZ The Company has not recognised any deferred income for the
EiRM 7 EREREMEEWRA - HiZE{E  guarantees given in respect of borrowings and other bank facilities
ERBITEEZATESE LA SEisTE RE  for subsidiaries as their fair value cannot be reliably measured and
KB (ZEELF ) o their transaction price was $Nil (2007: $Nil).
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25 &L 25 COMMITMENTS
(a) WNA=THBAREERREE 2L (a) At 30 June, capital commitments not provided for in the
AAEYEWT financial statements were as follows:
&1E Group
A EEITAE in HK$ million 2008 2007
OOAIIHIIHIIIHHIIIHIIIIIOOHIHIHHHIIHIIOOOIIIRHHHHHHIIO GIHIHIHIHIAIHIHIIIRANR
E%%%’U Contracted for 2,405.2 1,048.2
BREERREL Authorised but not contracted for 14,487.5 8,372.6
16,892.7 9,420.8
LA EAEEERAMFERERE The above commitments include those in respect of the
T8 2 AR B A 22 (B T 2 7 HE o Group's expansion of its property investment operations into

various cities in mainland China.

(b)) AEBBFE+FANEMTAIHIEESE  (b) The Group leases certain properties under non-cancellable

MOBEBETYME - ETHABRESE operating leases expiring within ten years. Certain leases
EWRAMEE 2HAEE - RANA= include contingent rentals calculated with reference to revenue
T8 RREDENZHEEEENT - from the properties. At 30 June, total future minimum lease

payments were as follows:

£E Group
S EEITETE in HK$ million 2008 2007
OO OO OO OO
—FR Within 1 year 80.7 80.7
—FRBERAFR After 1 year but within 5 years 212.6 291.9
hFE After b years = 1.4
293.3 374.0
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26 EEER

(a) EKER
AEEDAHEE R T AT HIRKSH
2 ZHE T2 EER B ARITE
AEE  WHEEESEIDEE  BALE
TEESFERE -

BELEEVREEZEAFSZETA
DR BB LRREFEMA MR
R - BE BN A 2 BUESAEE HKATR
ezt &l BRI R BAG B ES
ZREER o NEB AR FEmAKF MR
XRARBREBEE ZHERAZSKER
P o REB AU 2 HFUR D EHEK - B
FRREEL EALLTT BRI - REE
REAZBEFRERS—TNAEETET (=
ZTLEF: —THEER)  MBEAREES
ZRBHREBRBANTEL (ZFTL
FiEHET) e

—IASKERRIMEAERE ([RESF
2] B - BB IRGEE L - &
TREENFZEEZEABMKA (LR
RZET) ZADZAFRBRFIEF-R - &
SEzHFERBLANEENERS 2R
WHREEEABNZ RERES - AEER
AEFAEL 8 BeHAERR -8 —1
Br(ZZTTLF: —BXTEL) °

HRANEE 2 RARSF S —HER PR
oR T8 S 5RO B9 B SR AR IR ET 81 (1B SRR
2] BERERAIEREESTEZKNEER
AR MATEE T —RIMEE2EBER
Retdleefaeatal -

26 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 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 $16.4 million (2007: $14.0
million) and forfeited sums credited to reserves amounted to $0.6
million (2007: $0.7 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 $2.1 million (2007: $1.6 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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(a) BB (®)
RAGHEFEARKLTE ([FE]) &&3
BB AR - HiE8 Ty ElE i m BT
gt RIREAETE ([RBERREFNETE])
ZHKE - ZEREMNB AR EAE ZE—
B DEEEZXFEBE I XEBTSL
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(b) RPHEEER
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DEARERTEl o ILETBIRBEARRIESTRME
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BT EBAERBARR 2D o By B
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

26 EMPLOYEE BENEFITS (continued)
(a) Retirement benefits (Continued)

Staff in the Company's subsidiaries operating in the People’s
Republic of China (“PRC"), are members of a retirement benefits
scheme (the “PRC RB Scheme”) operated by the local municipal
government in the PRC. The only obligation of the PRC subsidiaries
is to contribute a certain percentage of their payroll to the PRC
RB Scheme to fund the retirement benefits. The local municipal
government in the PRC undertakes to assume the retirement
benefits obligations of all existing and future retired employees of the
PRC subsidiaries. Total contributions made by the PRC subsidiaries
for the year amounted to $7.5 million (2007: $5.8 million).

(b) Equity compensation benefits

The Company has a share option scheme which was adopted on
22 November 2002, whereby the Board of Directors (the “Board”)
of the Company are authorised to grant options to selected
participants, including directors of any company in the Group, to
subscribe for shares of the Company. 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 5 business days immediately preceding the date
of grant. 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.
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26 EMPLOYEE BENEFITS (continued)

(b) Equity compensation benefits (Continued)

26 BEER =)
(b) REOFHEERN &

ERNARD T ERE BB T - The movements of share options during the year are as follows:

M in Bt 2 B
Number of share options
RZZETLF RZZEENF 1T1E(E
+A—H ANA=TH A% A0 Bk 2 1718 (%)
MR THE AR T Period during ~ Exercise
EEHS (M) Outstanding on BERH BiTfE 243 Outstanding on which options price
Date granted (Note) 1 July 2007 Granted Exercised Lapsed 30 June 2008 are exercisable (HK$)

OO OO OO OO OO OO

“ZTMFERA-+H 23,385,000 - (1,468,000) (273,000) 21,644,000 o S s iy = Y 9.20
20 May 2004 —E-NFERATIA
20 May 2005 to
19 May 2014

—ETHRFRA=H 200,000 - (100,000) (100,000) - ZEERFRAZHE 11.85
3 May 2005 “ZT-hFRAZH
3 May 2006 to
2 May 2015

—TTRFNA—BZE 1,706,000 - (250,000) (250,000) 1,206,000 ZEERNFNA—BZE 11.40 -

—TERF+—A—A —T-RFTA=+T—H 12.35
1 September 2005 to 1 September 2006 to
1 November 2005 31 October 2015

S AF+—ATMA 27,600,000 - (350,000)  (2,200,000) 25,050,000 Z—EE+F+—AFTHENHEE 16.75 -

Z-TT+ F=ZRA+NH —T—+F=A+N\H 22.60
14 November 2006 to 14 November 2007 to
19 March 2007 18 March 2017

e el = Y - 34,350,000 - - 34,350,000 —EEN\FLA=RE 25.00 -

—TZ)\EMA-A —T-\F=ZA=1+—H 34.45
3 July 2007 to 3 July 2008 to
1 April 2008 31 March 2018

#5tTotal 52,891,000 34,350,000  (2,168,000)  (2,823,000) 82,250,000

L AER N RN RE B RS - ERAFR
5B AR BT FERATE - LRK
I RIER SR -

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.

Bt -

MRS EARFRN B E 2 EREABRS - RREARR
BREBRAEBEHEEN 2 ETHEBEER -

Note:
Due to the large number of employees participating in the share option scheme of the Company,
certain relevant information is shown within a reasonable range in these financial statements.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

26 EMPLOYEE BENEFITS (continued)

(b) Equity compensation benefits (Continued)

In respect of share options granted to the directors, the related
charge recognised for the year ended 30 June 2008, estimated in
accordance with the Group’s accounting policy in note 1(u)(2) was

as follows:

@) EEZEE4E: —TENTBET(ZZEZ ()
+E:=Faht+ET)
b) RER%ELE: —TAEBT(ZZZ+ b

FNBEET)

€ Rtk —FTELTETL(ZZTE
+F mOEATET)

(d) =EELAE: —:F}\EE-T—%'?E (Z= ()
T j_lﬁ_‘h%ﬁ)

) M&@EERL*: ®(ZF ?tﬁ =)
N+ETT) °

CRITFTLETCABE

() EARWEITEZRMEEEE REBREM ()

* Resigned in December 2007

Mr. Ronnie C. Chan, $20.8 million (2007: $3.9 million);
Mr. Nelson W.L. Yuen, $26.0 million (2007: $9.0 million);
(c) Mr. Terry S. Ng, $20.7 million (2007: $4.9 million);

Mr. William P.Y. Ko, $18.3 million (2007: $5.3 million); and

(e) Ms. Estella Ng", $Nil (2007: $2.8 million).

Movements in the number of share options outstanding and

BEHTEE ST - their related weighted average exercise prices are as follows:
2007
kT s
1IfEE 1IfEE
(B7T) (B7)
Weighted Weighted
average liign) average R 1n
exercise HirEEE exercise HikEs R
price Number of price Number of
(HKS) options (HKS) options
QOO OO OO OO
RER—HEABITE  Outstanding at 1 July 13.54 52,891,000 9.43 26,628,000
B Granted 25.14 34,350,000 17.30 27,600,000
B1TE Exercised 10.94 (2,168,000) 9.63 (1,237,000)
[EEN Lapsed 15.67 (2,823,000) 9.20 (100,000)
RINA=THREARBITE  Outstanding at 30 June 18.38 82,250,000 13.54 52,891,000
RANAZ=1THAITII#  Exercisable at 30 June 10.11 24,752,000 9.42 17,679,500

RERNTTREZ D HETEER ZJJME%”
FHRERA=TOT AW (=F
5 A=Al -

(i) BAEE B AT 2 BRIDAIE 2 I0AE (i)
FHHBANNEE (“BBLF -

NBI=4F) years).
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The weighted average share price at the dates of exercise for
share options during the year was $34.29 (2007: $19.24).

The weighted average remaining contractual life of options
outstanding at the balance sheet date was 8.0 years (2007: 8.3
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26 BEER =)

(b) REOFHEERN &

(i) FAKRE 2D EEE AR T BB A
[N — &FERET] EEEA MG
SR MEEZ IEFEERES TR
A o FTERA Z IIEFHRERT ¢

26 EMPLOYEE BENEFITS (continued)
(b) Equity compensation benefits (Continued)

(i)  The weighted average value per share option granted during
the year estimated at the date of grant using a Black-Scholes
pricing model was $7.5. The weighted average assumptions
used are as follows:

OO LKL LI

BT A RE Share price at grant date $25.14
118 Exercise price $25.14
18 BB A 2 Risk-free interest rate 4%
TEERE ARG ER () Expected life (in years) 6
B Volatility 03
TEEA AR AR B Expected dividend per share $0.56

REHRERR REZHE NG
DIRERRE B —FASAREZ
FETOM AL - MHERBETIRES
EREMEE - Eht AR B BRI H
NFEGTEREATE -

27 BEALIRS
AAT T —EREMHBATIRERELEZY
¥ BRES AARTZHEBATEA
BEERBARBE - R-EENEAA=T
ACHEA—BEABET (CEELF
—BENELTET) -

EENFTEERENES D RMIEE4S X 26(b)

& o
28 BEREEBEREE

FlE . meEe - FEREERBKEAE
Bz EH%% -  AEB Y ERAKREERR
MEFIIT -

(a) FEE

AEBEZNEXRARKERS  |RITERLF
BEE AEEHNNEXAREE ZHRE
RERNEXEE - UEREHNEEBK S KRG
R AT RT TR o

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.

27 RELATED PARTY TRANSACTIONS

A fellow subsidiary of the Company contributed funds as capital
investment to a subsidiary of the Company for the development
of Plaza 66, a property in Shanghai. The amount outstanding at 30
June 2008 was $206.0 million (2007: $208.7 million).

Emoluments to directors and key management has been disclosed
in notes 4 and 26(b).

28 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’s financial
risk management policies and practices are described below.

(a) Interest rate risk

The Group's interest rate risk arises from cash and deposits with
banks and borrowings issued at floating rates. The Group's policy
on interest rate risk management involves monitoring of interest
rate movements and replacing and entering into new bank facilities
when favourable pricing opportunities arise.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

28 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(a) Interest rate risk (Continued)

The interest rates of interest-bearing financial assets and liabilities
are disclosed in notes 17, 18, 19 and 23(b).

Based on the simulations performed at year end, 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 have decreased both the profit and equity of the Group by
$3.9 million (2007: $8.0 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 or
expense of floating rate financial instruments; and
— all other financial assets and liabilities are held constant.

(b) Liquidity risk

The Group manages centrally the liquidity risk of the Company and
its subsidiaries at the Group level. The Group monitors the current
and expected liquidity requirements and its compliance with lending
covenants regularly, to ensure that it maintains sufficient reserves
of cash and adequate committed lines of funding from major banks
to meet its liquidity requirements.

BHARTBRERE
Contractual undiscounted cash flow
BREE —FR Between Between AFENUE
Carrying HAET Within 1 and 2 and Over
B EETE  in HKS$ million amount Total 1 year 2 years 5 years 5 years
OO OO OO OO OO OO OO OO
RITER Bank loans 4,419.2 4,869.8 116.4 116.4 4,637.0 -
FEEE Floating rate notes 1,500.0 1,558.1 38.7 1,5619.4 - -
SERERLE Non-current finance lease
MRS obligations 393.0 4415 - 130.0 3115 -
FERTBRF R E A Trade and other payables 1,726.0 1,757.2 1,118.0 361.8 277.4 -
FEIRR
R-ZEZENE At 30 June 2008 8,038.2 8,626.6 1,273.1 2,127.6 5,225.9 -
~NA=TH
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28 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(b) Liquidity risk (Continued)

BHRTRB SRS
Contractual undiscounted cash flow
BREE —FR Between Between AFENUE
Carrying 1RAET Within 1 and 2 and Over
LUBEEEIILFE  in HKS million amount Total 1 year 2 years 5 years 5 years
OO0 OO OO OO OO OO OO OO
IRITER Bank loans 4,781.8 5,990.7 247.8 247.8 5,495.1 -
FEEE Floating rate notes 1,500.0 1,677.3 70.9 1,606.4 - -
SEMEIRLE Non-current finance lease
TR EE obligations 487.1 566.8 - 125.3 406.7 34.8
FERTBRFR R H A Trade and other payables 1,635.0 1,672.4 857.8 814.6 - -
FEITER
RITET+F At 30 June 2007 8,403.9 9,907.2 1,176.5 2,794.1 5,901.8 34.8
SNA=+8
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(c) Credit risk

The Group's credit risk is primarily attributable to trade receivables.
The Group maintains a defined credit policy. An ageing analysis
of trade receivables is prepared on a regular basis and is closely
monitored to minimise any credit risk associated with these
receivables.

The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated balance sheet.
There are no significant concentrations of credit risk within the
Group.

(d) Currency risk

Currency risk arises when recognised assets and liabilities are
denominated in a currency other than the functional currency of the
Group's entities to which they relate. The Group monitors currency
exposure by designating the borrowings in local currencies to
match the corresponding payment currencies to mitigate exposure
on exchange rate fluctuations.

The Group’s major exposure to foreign currency is cash and deposits
with bank of US$536.3 million (2007: US$394.1 million), which is
denominated in a currency other than the functional currencies of
entities which they relate.
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mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

28 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(d) Currency risk (Continued)

Sensitivity analysis

The approximate changes in the Group’s profit and total equity in
response to reasonably possible changes in the foreign exchange

rates in relation to financial instruments to which the Group has
significant exposure at the balance sheet date are as follows:

— a 10% increase/decrease in the foreign exchange rate of
Renminbi Yuan against United States Dollars would not have a
material effect on the Group’s profit and total equity.

The sensitivity analysis includes balances between group companies
where the denomination is in a currency other than the functional
currencies of the Group's entities to which they relate.

The sensitivity analysis has been determined assuming that the
change in foreign exchange rates had occurred at the balance
sheet date and had been applied to each of the Group’s entities’
exposure to currency risk for financial instruments in existence at
that date, and that all other variables, in particular interest rates,
remain constant.

In this respect, it is assumed that the pegged rate between the
Hong Kong Dollars and the United States Dollars would be materially
unaffected by any changes in movement in value of the United
States Dollars against other currencies. Results of the analysis as
presented above represent an aggregation of the effects on each
of the Group entities’ profit and equity measured in the respective
functional currencies, translated into Hong Kong Dollars at exchange
rate ruling at the balance sheet date for presentation purposes. The
analysis is performed on the same basis for 2007.

(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, bank loans and floating
rate notes are considered to approximate their carrying amounts.
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29 SIGNIFICANT ACCOUNTING ESTIMATES AND
JUDGMENTS

Key sources of estimation uncertainty

Note 26(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:

(1) Valuation of investment properties

Investment properties of the Group are revalued as at the balance
sheet date by independent qualified valuers, on an open market
value basis with reference to the net rental income after taking into
account reversionary income potential.

The assumptions adopted in the property valuations are based
on the market conditions existing at the balance sheet date, with
reference to current market sales prices and the appropriate
capitalisation rate.

(i) Properties for sale and investment properties under development

Management determines the net realisable value of properties held
for sale by using the prevailing market data such as most recent sale
transactions and market survey reports available from independent
property valuers.

Management's assessments of the recoverable amount of
investment properties under development requires the application
of a risk-adjusted discount rate to estimate the present value of
future cash flows to be derived from the investment properties
under development. These estimates require judgment as to
the anticipated rents by reference to recent leasing transactions
in nearby locations, marketing costs and the expected costs to
completion of the properties, the legal and regulatory framework
and general market conditions.
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30 ULTIMATE HOLDING COMPANY

The ultimate holding company is Hang Lung Group Limited, a
company incorporated in Hong Kong.

31 FUTURE CHANGES IN ACCOUNTING POLICIES

The Group has not early applied the following new standards or
interpretations which have been issued by the HKICPA but are not
yet effective. The adoption of such standards or interpretations
will not result in substantial changes to the Group’s accounting
policies.

LA B Big B R sA

2 &t EAR A K

Effective for accounting periods
beginning on or after

OO OO

HK(FRIC)-12 - BRI HFRTEZ HE
HK(IFRIC)-12, Service concession arrangements

HK(IFRIC)-13 » &P BT S
HK(IFRIC)-13, Customer loyalty programmes

HK(FRIC)-14 » HKAS 19 — RERAEERTE - HEESERKEMEHE AR
HK(IFRIC)-14, HKAS 19 — The limit on a defined benefit asset,
minimum funding requirements and their interaction

HKAS 1 (& ER]) » I HmERMER

HKAS 1 (Revised), Presentation of financial statements

HKAS 23 (i8&5]) - BEXH
HKAS 23 (Revised), Borrowing costs

HKFRS 8 + #8%& 5 &f
HKFRS 8, Operating segments

—EENF—-HA—H
1 January 2008

—ZTE)N\FEA—H
1 July 2008

—TENF—A—H
1 January 2008
—TThEF—A—H
1 January 2009
—TThEF—A—H
1 January 2009
—TThEF—A—H
1 January 2009

32 REMBRE
EERR-TB\FN\A+ZAELHT
TIBBBHRE -

32 APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the Board of Directors on 13 August 2008.
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33 XEMBELH
RoBEN\FAAZTA

BTN

(%)

Issued

NG]! Share Capital
Company (HK$)

33 PRINCIPAL SUBSIDIARIES

At 30 June 2008
EE A NRIFHF
BRADH EEHA DL
Held by Held by
The Group ~ The Company

%

%

ES
Activity

Al Ava

g 2
Place of
Incorporation
and Operations

OO OO OO LSOOI OO

Antonis Limited* 10,000
AP City Limited 2
AP Joy Limited 2

AP Properties Limited

[A] & 34

‘A’ shares

[B] K& 6

‘B’ shares
AP Star Limited* 2
AP Success Limited 2
AP Universal Limited* 2
AP Win Limited* 1,000,000
AP World Limited 2
Bonna Estates Company 1,000,000

Limited

100

100

100

100

100

100

100

100

100

100

100

100

100

100

YEHE

Property leasing

MEHE

Property leasing

mEERLEE
Property development
& leasing

mEBERNEE
Property development
& leasing

ERERE
Investment holding

YEHE

Property leasing

MERE

Property leasing

Property leasing

YL

Property development

WMEMRE

Property leasing

B
Hong Kong

5
Hong Kong

B
Hong Kong

BB
Hong Kong

e
Hong Kong

BB
Hong Kong

BB
Hong Kong

B
Hong Kong

BE
Hong Kong

5
Hong Kong
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33 FEMEAT @) 33 PRINCIPAL SUBSIDIARIES (continued)
BT EE PR NRIFH Rl Ava
(A7) BmADH EmADL N 2k
Issued Held by Held by Place of
NS Share Capital The Group  The Company ESi S Incorporation
Company (HKS) % % Activity and Operations
OO SO OO OO OO OO OO
HEBMEXERAR" 4,000,000 100 - MERE e
Caddo Enterprises, Limited* Property leasing Hong Kong
REEFRAFF 2 100 - MHEEE BB
Carmana Limited* Property leasing Hong Kong
Cititop Limited 2 100 - MEBREREE BB
Property development Hong Kong
& leasing
BHERERAE] ERIE A BE
Country Bond Development Investment holding Hong Kong
Limited
[A] & 990 79.8 -
‘A’ shares
[B] K& 1 100 -
‘B’ share
Dokay Limited* 2 100 - MERE B
Property leasing Hong Kong
BEEEARAR 2 100 - PRI E BB
Easegood Enterprises Investment holding Hong Kong
Limited
Fu Yik Company Limited* 3 100 - YHEHRE BB
Property leasing Hong Kong
EXARARF 2 100 100 ERARE 5
Gala Ruby Limited* Investment holding Hong Kong
Gowily Limited 2 100 - MERE BB
Property leasing Hong Kong
Grand Centre Limited 4 100 - YEHE BB
Property leasing Hong Kong
Grand Hotel Group Limited 10,200 100 - BRBAEELEREE B
Apartment operating & Hong Kong
management
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33 FEMBLT @)

NG|
Company

EEITARA
&)

Issued

Share Capital

(HK$)

33 PRINCIPAL SUBSIDIARIES (continued)

SEAAE
EmEIL
Held by
The Group
%

NS
EmADL
Held by

The Company
%

£
Activity

EERliDAv

TS SR,
Place of
Incorporation
and Operations

OO OSSO OO OOOSOOOOLSOOOOOOOOOOOOOOOOOOOO

BRBERERRAT
Grand Hotel Holdings Limited

[A] K&
‘A’ shares

B &
‘B’ shares

Hang Chui Company Limited

Hang Far Company Limited*

BRER QT
Hang Fine Company Limited

Hang Kwok Company
Limited*

Hang Lick Company Limited*

1Bk (778 ARATA
Hang Lung (Administration)
Limited

B (Em) BRAF
Hang Lung (Jinan) Limited

Bf% GBE) GRAA
Hang Lung (Liaoning) Limited

Bk (&%) BRAR
Hang Lung (Shenyang)
Limited

B (X)) BRAA
Hang Lung (Tianjin) Limited

B (f&85) BRAA
Hang Lung (Wuxi) Limited

62,163,123

6,000,000

200

10,000

10,000

10,000

100

100

100

100

100

100

100

100

100

100

100

100

100

100

ERIRE
Investment holding

YMEHE

Property leasing

ERRE

Investment holding

Property leasing

LEENT

Property leasing

MERE

Property leasing

IR

Management services

R E
Investment holding

ERRE

Investment holding

BRI E

Investment holding
ERIRE
Investment holding

ERIRE

Investment holding

HE
Hong Kong

BB
Hong Kong

5
Hong Kong

BE
Hong Kong

BE
Hong Kong

5
Hong Kong

B
Hong Kong

BB
Hong Kong

BB
Hong Kong

HE
Hong Kong

BE
Hong Kong

BE
Hong Kong
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Issued

Share Capital
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33 PRINCIPAL SUBSIDIARIES (continued)

SEAAE
EEEDL
Held by
The Group
%

NCITES
EmADL
Held by

The Company
%

ES
Activity

Al ava

T 2
Place of
Incorporation
and Operations

OO OO OO LSOOI OO

Hang Lung Park-In Limited

BETEREERAR

Hang Lung Project

Management Limited*

BEMEEEAR AR

Hang Lung Property

Management Limited*

BEERIEAR AR

Hang Lung Real Estate
Agency Limited*

BfgiE (FE) ARAF

HLP (China) Limited

EFEEREBR QA
HLP Treasury Limited

HLP Treasury Services

Limited*

HLP Fortune Limited

Hoi Sang Limited*

Levington Limited*

LHARRF

Lockoo Limited*

Magic Modern International

Limited*

Mansita Limited*

2

10,000

100,000

1,000,002

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

100

MERE

Property leasing

MEERRELERR
Project management

MEEE

Property management

ES At

Property agencies

ERIRE

Investment holding

B

Financial services

ERIRE

Investment holding

YL

Property development

R E

Investment holding

B 7%

Financial services

SIS

Property development

B&
Advertising

Property leasing

5
Hong Kong

)
Hong Kong

)
Hong Kong

BB
Hong Kong

BE
Hong Kong

BB
Hong Kong

HE
Hong Kong

BE
Hong Kong

e
Hong Kong

BEERTES
British Virgin
Islands

BE
Hong Kong

5
Hong Kong

HE
Hong Kong
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33 FEMBAT @) 33 PRINCIPAL SUBSIDIARIES (continued)
BRI SEPTH NCI RS Gl ava
() EEEDL EmADL R SE B
Issued Held by Held by Place of
NG| Share Capital The Group ~ The Company % Incorporation
Company (HKS) % % Activity and Operations
OO OO OO OO OO OO
Modalton Limited 2 100 - MEHE &
Property leasing Hong Kong
Monafat Limited* 2 100 - MRS BB
Property leasing Hong Kong
Ottringham Limited* 20 100 - YEHE BB
Property leasing Hong Kong
Palex Limited* 2 100 - MEME B
Property leasing Hong Kong
Pocaliton Limited 2 100 - YEHRE BB
Property leasing Hong Kong
Rago Star Limited 2 100 - MERE BB
Property leasing Hong Kong
Rioloy Limited 2 100 - MERE o
Property leasing Hong Kong
Ronhero Limited* 2 100 - MEHE BB
Property leasing Hong Kong
Stooket Limited 2 100 100 MEME 5
Property leasing Hong Kong
Tegraton Limited 2 100 - YEHRE BB
Property leasing Hong Kong
EHEZEER AT 100,000 100 - MERE B
Wai Luen Investment Property leasing Hong Kong

Company, Limited*

Wililoy Limited* 2 100 - MHEEE BE
Property leasing Hong Kong
Yangli Limited* 2 100 - MERE BB
Property leasing Hong Kong
Zarat Limited* 2 100 - MEHE 0
Property leasing Hong Kong
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REARAMESINGEE R AR
Wholly Foreign Owned Enterprises Registered
in The People’s Republic of China Capital

mEsHREHEE - NOTES'TO THE FINANCIAL STATEMENTS

33 PRINCIPAL SUBSIDIARIES (continued)

SETH NCI RS Gl ava
EmESL EmADL R S B
Held by Held by Place of
The Group ~ The Company % Incorporation
% % Activity and Operations

LA L LO OOLOOOOOOO

EEERMEFRAA 211,500,000 7T 100 - MEER HEE AR
Liaoning Hang Lung Properties US$211,500,000 Property development The People's
Limited Republic of China
IR EREMEER AR 99,990,000% 7T 100 - MR FREE AR
Shandong Hang Lung Properties US$99,990,000 Property development The People’s
Limited Republic of China
G BRI EFR AR 149,990,000% 7T 100 - MEER I AR HFIE
Shenyang Hang Lung Properties ~ US$149,990,000 Property development The People's
Limited Republic of China
EmIGEEMERRAR 807,500,000/ 7T 100 - ME R FREE AR
Wuxi Hang Lung Properties HK$807,500,000 Property development The People’s
Limited Republic of China
AR SEAAE NRIFTH Rl Ava

(%=7T) BmADL A DL =kt

FEAREMBEFINEGELE Registered Held by Held by Place of
Equity Joint Venture in Capital The Group ~ The Company E Incorporation
The People’s Republic of China (USS) % % Activity and Operations

OO OO OO LSOOI OO

FBEHEEREERAR
Shanghai Hang Bond Property
Development Co., Ltd.

167,004,736

EBERMERBEERAR
Shanghai Kong Hui Property
Development Co., Ltd.

165,000,000

82 - MEBRREE REEARLME
Property development The People’s

& leasing Republic of China

69.3# _ MEERNEE I ARHFE
Property development The People's

& leasing Republic of China

* KRB RSB ER
#EASBEREHBRRERREARFTEYEZHSHHZ

FRINHLEBERRREAEE 85N REE
BEARYEZIZMBAR -

* Not audited by KPMG

# Represents the Group's attributable interest in the commercial portion of the properties held
either directly or indirectly by the subsidiary

The above list gives the principal subsidiaries of the Group which in
the opinion of the directors, principally affect the profit and assets
of the Group.
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BTN

(B7mT)

Issued

NG| Share Capital
Company (HK$)

34 JOINTLY CONTROLLED ENTITIES

At 30 June 2008
EEATHF NEIFTHE
EmESL @ADL
Held by Held by
The Group  The Company EY
% % Activity

il ava

P&=E ik
Place of
Incorporation
and Operations

OO OO OO LSOOI

BEMEBRAT

Country Link Enterprises Limited

5,000,000

TREEERAR AT

Ease Smart Development Limited

[A] & 1
‘A" share

[B] K& 1
‘B" share

ERERARAE 3

Star Play Development Limited*

36.8

100

33.3

ERIRE

Investment holding

ERIRE

Investment holding

MERE

Property leasing

BB
Hong Kong

5
Hong Kong

5
Hong Kong

* R B G EBAER

* Not audited by KPMG
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TEN-YEAR FINANCIAL SUMMARY

WEHBELTE

in HK$ million

2008

2007

2006

2005

2004

2003

2002

2001

2000

1999

OO OO KOOSO OO OO OO

HEE Total assets 84,341 69,244 60,366 53,096 47,226 40,800 39,458 40,546 37,912 35414
REME Investment properties 59,085 47,153 39,590 36,032 30,562 27,172 24,986 25,024 23,048 21,750
HEME Properties for sale

— DHER — Completed 6,774 9,501 10,159 10,693 7,005 - - - - -

— BRAP - Under development 43 41 - - 5018 10,775 8490 7,290 3,787 2,541
& RIRITER Cash and deposits with banks 10578 6,994 5984 3,206 1,063 1,704 3,146 3,725 4,854 5,461
BaE Total liabilities 15,691 13,407 16,077 11,841 15273 14,889 12,884 12,302 9,365 8,274
RITERK Bank loans 4,419 4,782 8,454 4,113 9593 7,874 6,372 8952 5,027 5,010
FEERRE Floating rate notes 1,500 1,500 1,500 1,500 540 540 540 540 540 -
AR fES Convertible bonds = - - = - 3414 3,390 - = -
RERAER Shareholders’ equity 66,377 54,277 43,246 40,288 31,019 24,633 26,112 27,857 28,229 26,872
EERE (BF Net assets (including

DYREER) minority interests) 68,651 55,838 44,289 41,255 31,954 25911 26,574 28,244 28,547 27,141
R Turnover 10,080 4,389 3,657 6,955 4,533 2,143 2,383 2,623 1,846 2,245
IR ERAE{L AR Net profit attributable to

shareholders 13,159 6,371 4,403 6,813 4,616 875 1,207 1,384 1,218 1,896

EXRER (M1 Underlying net profit (Note 1) 5,123 2,048 1,627 2516 2,065 875 1,207 1,384 1,218 1,896
BE Dividends 2,736 2,320 1,900 1,843 1,439 1,156 1,156 1,156 1,041 985
sRER Per share data
ZF| Earnings

—HA - Basic $3.18 $1.60 $1.19 $1.94 $153 $0.30 $0.42 $048 $0.42 $0.66

— s - Diluted $3.15 $158 $1.18 $1.92 $1.52 $0.30 $0.42 N/A N/A  $0.65
ERRBF (M) Underlying earnings (Note 1)

—HEA - Basic $1.24 $051 $0.44 $0.72 $0.69 $0.30 $0.42 $048 $0.42 $0.66

— - Diluted $1.23 $051 $0.44 $0.71 $0.68 $0.30 $0.42 N/A N/A  $0.65
(85 Dividends

— — Interim 15¢ 13¢ 13¢ 13¢ 11¢ 1¢ 1M¢ 1M¢ 10¢ 14¢

— REA — Final 51¢ 43¢ 38¢ 37¢ 33¢ 29¢ 29¢ 29¢ 26¢ 20¢

—2F — Total for the year 66¢ 56¢ 51¢ 50¢ 44¢ 40¢ 40¢ 40¢ 36¢ 34¢
AR (MEE3) Shareholders’ equity (Note 3) $16.0 $13.1 $116 $109 $94  $85 $9.0 $96  $9.8  $9.3
BESE (BEIH Net assets (including

IR MR ) (M3 3) minority interests) (Note 3) $16.6 $135 $119 $11.2  $9.7  $9.0 $9.2  $98 $9.9  $94
aE=E (fzE2) Gearing ratio (Note 2) 0% 0% 9% 7%  24% 31% 23%  19% 5% 2%
B = Pay-out ratio 21% 35%  43%  26%  29% 132%  96% 84% 86% 51%
ERRBLLE (f$EE1)  Underlying pay-out ratio (Note 1) 53% 109% 116%  70%  64% 132%  96% 84%  86%  51%
BBITRE Number of shares issued

(B8) (in million) 4,145 4,143 3,732 3,683 3,300 2,889 2,889 2,891 2,891 2,89

BiEE -
Notes:

1.

RIGEHALESERENIER - D7 EAMT)  SEREF LIRS X MRRENEZ ATEZH R EAAREERANTE -

To facilitate better understanding of the Group's operational results, the underlying net profit, earnings per share and pay-out ratio are presented by
excluding the effect of changes in fair value of investment properties and their related geferred tax. )
HAFEEAREIMNFEE LR o FEEERITER  IRRKRES  FERBEREEREE - BIRe RIFITFR - RIERSERRER RS

Gearing ratio represents net debt over equity plus net debt. Net debt represents bank loans, convertible bonds, floating rate notes and finance lease
obligations, less cash and dgeposiis with banks. Equity comprises shareholders’ equity and minority interests.
3. RERGEERZBREER EEFERDEITRE -

Based on shareholders’ equity/net assets divided by number of shares issued on the balance sheet date.
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#34E : http://www.hanglung.com
BEHUE - HLProperties@hanglung.com
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Directors

Ronnie C. Chan (Chairman)

S.S. Yin (Vice Chairman)*

Nelson W.L. Yuen (Managing Director)
Ronald J. Arculli, cvo, GBS, OBE,JP*
H.K. Cheng, GBS, OBE, JP*

Laura L.Y. Chen*

PW. Liu, $BS, JP*

Dominic C.F. Ho*

Terry S. Ng

William PY. Ko

* Independent Non-Executive Director

Audit Committee

H.K. Cheng, GBS, OBE, JP (Chairman)
Laura L.Y. Chen
PW. Liu, SBS, JP
Dominic C.F. Ho

Nomination and Remuneration Committee

PW. Liu, SBS, JP (Chairman)

Ronald J. Arculli, cvO, GBS, OBE,JP
H.K. Cheng, GBS, OBE, JP

Laura L.Y. Chen

Dominic C.F. Ho

Authorised Representatives

Terry S. Ng
Velencia Lee

Company Secretary
Velencia Lee

Registered Office

28th Floor, Standard Chartered Bank Building
4 Des Voeux Road Central, Hong Kong

Tel: 28790111

Fax : 2868 6086

Internet Address

Website : http://www.hanglung.com
Email address : HLProperties@hanglung.com

Auditors

KPMG
Certified Public Accountants
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LISTING INFORMATION

RZZFZNFA=1+H At30June 2008

4,145 112,670 R B REEBE1.00T 2 4,145,112,670 shares of HK$1.00 each listed on The Stock

NEBBBERZHMABR AR LT Exchange of Hong Kong Limited

R 153 4K 5% Stock Code

BRBER ST Hong Kong Stock Exchange 00101
i 3sigan Reuters 0101.HK
Zig Bloomberg 101 HK

OO LD

SFEEEMRY) Board Lot Size (Share) 1,000

XETEEEH American Depositary Receipt
E—HRREBEEERS) Sponsored Level-1 (Over the Counter)

BEERS TS E R CUSIP Number/Ticker Symbol 41043M104/HLPPY
TERLRESFERD 2 L& ADR: Underlying Share Ratio 15

TFREIRTT « ARAVERTT Depositary Bank: The Bank of New York

494k Website: http://Awww.adrbny.com
EBRREE Share Registrars

BEEPREFESZLARAA Computershare Hong Kong Investor Services Limited

BEERRNER—BNT=% 17th Floor, Hopewell Centre
AR LtHiE 183 Queen's Road East, Hong Kong

T Telephone: 2862 8628
g - Fax: 2529 6087

OO OO0

BE B FRBAE Investor Relations Contacts

RETTHITEF Terry S. Ng Executive Director

TEB ARE Velencia Lee Company Secretary

BEPHIAL - Email address: ir@hanglung.com

OO OO0

BefrE Rl Share Information

&M Price f%(E Price

KR A HERATE
&= =K Total Trading &e &K Total Trading
High Low Volume High Low Volume
B BE Mg e (FAR) B B g e (FAR)
HK$ HK$ No. of Shares ('000) HK$ HK$ No. of Shares ('000)
OO OO OOOOOOOOOOOOOOOOOHGOOOOOOOOOOOOOOO SO OO OO
2007 2006
=7 Third quarter 35.70 21.80 867,655 | =2 Third quarter 17560 13.30 308,216
ZBPUZ Fourth quarter 39.35 29.50 701,493 | %WZ Fourth quarter 19.54  16.14 967,860
2008 2007
% —ZFirst quarter 3545 2295 658,731 | % —Z First quarter 24.00 18.00 589,292
25 —2 Second quarter 33.90 23.80 504,195 | % =2 Second quarter 28.65 20.90 462,533
R-ZFTNERA=Z+HZRE: %5 25.00 T R-FTtEA=THZRE: %5 26.95C
Share Price as at 30 June 2008: HK$25.00 Share Price as at 30 June 2007: HK$26.95
R-ZFENEFRA=+HZHE: ##1,036.38T | R-FETLEA=THZHE: % 1,116.587T
Market Capitalisation as at 30 June 2008: HK$103.63 billion | Market Capitalisation as at 30 June 2007: HK$111.65 billion
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Environmentally friendly for a sustainable future:
"T'his report is printed on environmentally friendly paper manufactured from

elemental chlorine-free pulp, using a chemistry-free plate system and soy ink.

In this way, we are making a small but important contribution
towards a more sustainable future.

TdA - concept, design and production tda.com.hk
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