Report of the Directors

e LR

The directors have pleasure in submitting their report together

with the audited financial statements for the year ended 30
June 2005.

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 Group’s turnover and trading results by
business and geographical segments during the financial year

is set out in Note 2 of the Accounts.

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 32 and 33 of the Accounts.

Financial Results
The profit of the Group for the year ended 30 June 2005, and
the state of affairs of the Company and of the Group at that

date are set out in the financial statements on pages 106 to 152.

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 pages 153 to

155 of the annual report.

Dividends

The directors now recommend a final dividend of 37 cents
per ordinary share which, together with the interim dividend
of 13 cents per ordinary share paid on 22 April 2005, makes
a total of 50 cents per ordinary share in respect of the year
ended 30 June 2005. The proposed final ordinary dividend, if
approved by the shareholders at the Annual General Meeting
on 8 November 2005, will be paid on 25 November 2005 to
shareholders whose names appear on the Register of Members
on 4 November 2005.

Major Suppliers and Customers

During the year, both the percentage of purchases attributable
to the Group’s 5 largest suppliers combined and the percentage
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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 23 on the Accounts.

Donations

Donations made by the Group during the year amounted to

HK$9.6 million (2004: HK$6.3 million).

Fixed Assets

Details of movements in fixed assets during the year are set

out in Note 9 on the Accounts.

Bank Loans

Particulars of bank loans of the Group as at 30 June 2005 are

set out in Note 18 on the Accounts.

Borrowing Costs Capitalisation

Borrowing costs capitalised by the Group during the year
amounted to HK$20.2 million (2004: HK$127.2 million).

Major Group Properties
Details of major properties of the Group as at 30 June 2005

are set out on pages 88 to 94 of the annual report.

Share Capital

During the year, 17,235 (2004: 37,285) convertible
cumulative preference shares of the Company were converted
which resulted in the issue of 13,202,010 (2004: 28,560,310)
ordinary shares of the Company.

The issued and fully paid ordinary share capital was further
increased during the year by an issue of 50,000 (2004: Nil)
ordinary shares 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 22 on the Accounts.
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Report of the Directors

EEEE

Directors

The directors of the Company as at the date of this report
are as follows and their brief biographical details are set
out on pages 59 to 63 of the annual report. Details of their

remuneration are set out in Note 4 on the Accounts.
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Length of Directorship
(in years)
Name Position Held Age WAL A2 W) 3 2 2 e [H]
EA Wk g AR (451
Ronnie C. Chan Chairman 55 19
PR R ESii
S.S. Yin Vice Chairman (Independent Non-Executive 74 25
Director)
B 1v B BB (S ERA T E )
Nelson W.L. Yuen Managing Director 54 19
ZER AR
Ronald J. Arculli Independent Non-Executive Director 66 25
B EH B IEBATHE D
Laura L.Y. Chen Independent Non-Executive Director 57 8
[ WS I PATES
H.K. Cheng Independent Non-Executive Director 78 12
PRV WL IEHATE DS
Wilfred S.L. Ho Executive Director 67 5
far it & PATE R
PW. Liu Independent Non-Executive Director 57 7
B BSr I PATES
Terry S. Ng Executive Director 45 4
R4 HATES

In accordance with Articles 103, 104 and 118 of the
Company’s Articles of Association, Mr. Ronnie C. Chan
retires from the Board by rotation at the forthcoming Annual
General Meeting and, being eligible, offers himself for re-
election. Pursuant to the Recommended Best Practices set out
in the Rule A.4.3 of Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“the Listing Rules”), any further appointment of
independent non-executive director serving more than 9 years
should be subject to a separate resolution to be approved by
shareholders. Mr. H.K. Cheng, Mr. S.S. Yin and Mr. Ronald
J. Arculli who are independent non-executive directors of
the Company and have served the Company more than
9 years, retire from the Board at the forthcoming Annual
General Meeting and offer themselves for re-election. Such
appointments will be subject to separate resolutions to be

approved by shareholders of the Company.
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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).

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

Listing Rules.
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Report of the Directors

A

Directors’ Interests and Short Positions in

Shares, Underlying Shares and Debentures

As at 30 June 2005, the directors and their associates had the
following interests in the shares and underlying shares 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 (“SFO”) or pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies
or which were required pursuant to Section 352 of the SFO to
be entered in the register referred to therein:

The Company
/|

Name of Directors Capaci

HRE%A %‘z

Ronnie C. Chan Personal

PR R (PN

S.S. Yin _
% v B

Nelson W.L. Yuen Personal

TER (PN

Ronald J. Arculli Beneficial

HiEm owner &

interest of

controlled

corporation

HamfEa A

Rz

HER

Laura L.Y. Chen —
[GEA

H.K. Cheng -
RS

Wilfred S.L. Ho Personal

far it R [EPN

PW. Liu —
BEafE

Terry S. Ng Personal

R4t (EPN

# not yet exercised
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Notes:

Name of Directors

HREY

Ronnie C. Chan
BRRCR

These share options were granted to the named directors on 20 May
2004 under the Share Option Scheme of the Company at exercise
price of $9.20 per share, exercisable in 4 tranches, i.e. the first 25%
from 20 May 2005, the second 25% from 20 May 2006, the third
25% from 20 May 2007 and the balance 25% from 20 May 2008 , all
expiring on 19 May 2014.

Nelson W.L. Yuen
RER

Wilfred S.L. Ho
Al R

Terry S. Ng
R1tTT

These share options were granted to the named directors under
the Share Option Scheme of Hang Lung Group Limited,
exercisable in 4 tranches, i.e. the first 25% from 20 May 2005,
the second 25% from 20 May 2006, the third 25% from
20 May 2007 and the balance 25% from 20 May 2008 , all
expiring on 19 May 2014.

These share options were granted to the named directors under
the Share Option Scheme of Hang Lung Group Limited, all of
which are now exercisable until 23 February 2010.

This share option was granted to the named director under the
Share Option Scheme of Hang Lung Group Limited, which is
now exercisable until 31 October 2011.

Save as disclosed above, none of the directors of the Company

or any of their associates had any interests or short positions

in the shares, underlying shares or debentures of the Company

or any associated corporation.
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Report of the Directors

A

Other than as stated above, at no time during the year was the
Company, its holding company or any of their subsidiaries
a party to any arrangement to enable the directors of the
Company (including their spouses and children under 18 years
of age) to acquire benefits by means of the acquisition of shares

in or debentures of the Company or any other body corporate.

Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and

Underlying Shares

As at 30 June 2005, details of substantial shareholders” and
other persons’ (who are required to disclose their interests
pursuant to Part XV of the SFO) interests and short positions
in the shares and underlying shares of the Company as

recorded in the register required to be kept under Section 336
of the SFO are as follows:

(a) Interests in Shares

BRUL BRI sh  RAAE AT AT R - ACA ]~ HE
e ) AT Ao e 2 ) SRR e A ) 22 P A
DN HE (RS Z WL BRI T /UK 2 T )
RS A AT AT LA 2 B B e R
A o

32 B R B At N\ 7 M A B A B
JBe By 2 i g e IR AT

RYEREHZ G =1 = AR E AT 25
A TR Bk > RO AR B R S R SR XV
TR R R 2 Hfh A B =B HAF S H =1
H 3R AR 7] 22 By AR BR By 2 RE#5 DA SRS
ZHBWT

@ by

Name
7

CHAN TAN Ching Fen
o L

Cole Limited

Hang Lung Group Limited
TSR A PR ]

Prosperland Housing Limited
TEIEAFRA R

Purotat Limited

The Capital Group Companies, Inc.

Notes:

1. These shares were the same parcel of shares held by a trust of
which Ms. CHAN TAN Ching Fen was the founder. Cole
Limited was deemed to be interested in the ordinary shares
held by Hang Lung Group Limited and its subsidiaries,
which number of ordinary shares were included in the above-
mentioned number of 1,982,768,670.

2. Hang Lung Group Limited was deemed to be interested in the
shareholdings of its subsidiaries, viz. 1,267,608,690 ordinary
shares held by Prosperland Housing Limited, 354,227,500
ordinary shares held by Purotat Limited, and 332,599,380
ordinary shares held by other subsidiaries.
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3. The 1,267,608,690 ordinary shares held by Prosperland
Housing Limited and the 354,227,500 ordinary shares held by
Purotat Limited were included in the above-mentioned number
of 1,954,435,570 ordinary shares held by Hang Lung Group
Limited.

(b) Short Positions in Shares and Underlying Shares
Save as disclosed in paragraph (a) 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 28 on the
Accounts. 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.

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

Robin S.W. Ching

Secretary

Hong Kong, 31 August 2005
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