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Corporate Governance

The Company is committed to maintain high corporate governance practices and has complied

throughout the year with the Code of Best Practice as set out in Appendix 14 of the Rules

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (“the Listing

Rules”).

The following chart illustrates the Company’s corporate governance structure:
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The Board of Directors currently comprises four executive directors and five non-executive directors, three of whom

are independent non-executive directors. Full Board Meeting is held at least twice a year to approve interim and final

results and to propose interim and final dividends. It is also held as and when necessary to discuss significant transactions,

including issuance of debt securities, material acquisitions and disposals, and connected transactions, if any.

All the directors have access to timely information in any form and make further enquiries where necessary. They

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, adequacy of systems

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

In accordance with the Company’s Articles of Association, new appointments to the Board are subject to re-

election by shareholders at the upcoming Annual General Meeting (“AGM”). Besides, one-third of the directors

will retire from office by rotation for re-election by shareholders at the AGM. Non-executive directors are

appointed for specific terms, which coincide with their expected dates of retirement by rotation.

Executive Committee
The Executive Committee of The Board of Directors of the Company was formed in 1989. Its present members are

the four executive directors who meet regularly at least once a week to establish the strategic direction of the Company,

and to monitor the performance of management. Each of them has full understanding on determining which issues

require a decision of the full Board and which can be delegated by the Board to the Committee or management.

Audit Committee
An Audit Committee was established by the Board in 1999, which comprises three non-executive directors,

two of whom (including its Chairman) are independent non-executive directors. Meetings are held at least two

to three times a year and are attended by external and internal auditors, finance director and company secretary.

Separate meetings with external auditors (in the absence of management) are also held as and when required.

The terms of reference of the Audit Committee include the following:

• to consider the appointment of external auditors and any questions of resignation or dismissal;

• to discuss with external auditors the nature and scope of the audit;

• to review the interim and final results;

• to discuss problems and reservations arising from audits, if any;

• to review the internal audit programme, and to ensure that the internal audit function is adequately resourced

and has appropriate standing within the Company; and

• to consider the major findings of internal investigations, if any, and management’s response.
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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 if necessary.

Managing Director
The Managing Director is in charge of the Company’s day to day management in accordance with the instructions

issued by the Board of Directors, and regulations under the Companies Ordinance. The Managing Director

chairs the meetings of the Company's operational divisions at least once a week. He also conducts semi-

annual budget meetings with various divisional heads and the Internal Auditor.

Company Secretary
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 applicable laws and regulations are complied with.

The Company Secretary is also a source of advice to the Chairman and to the Board on the implementation of

the Code of Best Practice.

Accountability and Internal Audit
The Company’s accounts are prepared in accordance with the Listing Rules, Companies Ordinance and also the

accounting principles 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 and understandable assessment of the Company’s position and prospects in financial reporting.

The Company maintains a comprehensive and effective internal control system on income and capital and revenue

expenditures. It also makes sure that the Company's assets are well protected and there is no misappropriation of

assets; that authorization by appropriate level of management has been obtained and documented for every

aspect of operations; that proper accounting records are maintained and financial information are reliable.

The Internal Auditor, who is independent of the Company's daily operations and accounting functions, reports directly

to the Audit Committee and the Managing Director on a regular basis. He has unlimited access to review all aspects

of activities and internal controls of the Group, and regularly conducts audits of the practices, procedures, expenditure

and internal controls. Annual budgets are prepared and are subject to Board approval before being adopted. Results

of operations against budgets are reported monthly to the Board, so as to maintain an effective internal control system.

Code of Conduct
The Company has adopted a corporate code of conduct since 1994 ("the Code of Conduct"), setting out
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clear guidelines for staff on matters such as:

• Prevention of Bribery Ordinance;

• solicitation, acceptance and offer of advantages;

• acceptable nature and frequency of entertainment;

• proper use of proprietary information;

• handling of conflict of interest situations;

• proper usage of the Company's assets and resources;

• restriction on loans to and from business associates; and

• personal conduct outside hours of work, including outside employment.

The Code of Conduct also sets out guidelines on matters in relation to suppliers and contractors; customers

and consumers; responsibilities to shareholders and the financial community; and employment practices.

In order to monitor and enforce the compliance of the Code of Conduct, functional managers are responsible for

ensuring their subordinates understand well and comply with the standards and requirements as stipulated. Any

violation thereof will result in the staff being disciplined, including termination of employment. Suspected corruption

or other forms of criminality will be reported to the ICAC or appropriate authorities. The Company Secretary will also

answer directly to any Board member for impartial and efficient handling of complaints received from all shareholders

and potential shareholders; customers and consumers; suppliers and contractors and all employees of the Company.

Also, all employees above a designated level are required to complete and sign a Statement of Interest bi-

annually declaring their interest, directly or indirectly, with the Company and its subsidiaries and associated

companies, so as to make sure that all operations are managed in accordance with the highest standards of

practice and corporate governance.

Relations with Shareholders
The Company’s Annual General Meeting provides a good opportunity for communication between the Board

and the Company’s shareholders. Notice of the AGM and related papers are sent to shareholders at least 21

calendar days before the meeting. It is well participated by the shareholders.

Website
The Company’s information is accessible to all via the internet. Besides providing the traditional interim and

annual reports and the press releases, the Company’s website also includes the most updated information on

the Company including properties available for sale and let, major corporate events, most frequently asked

questions, presentation for analysts and investors, social responsibility and recognition of merits.
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Hang Lung’s masterplans originate from the Group’s headquarters
here in downtown Hong Kong


