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The Group is a strong believer in the principle that striving to
maintain a high standard of corporate governance benefits all

stakeholders and in good for business
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The key principles behind
good governance are:

 Transparency
- Honesty
- Integrity

We attempt to instil these into the corporate culture through
leadership by example, training and putting the proper control
structures in place, headed by the Board of Directors and

its various committees.

Throughout the year, we have complied with 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’). We continue to review our practices from time
to time with an aim to improve the Group's corporate governance
practices so as to meet international best practice.

A summary of how we comply with the Code Provisions and
Recommended Best Practices of the Code under Appendix 14 of the
Listing Rules is appended at pages 113 to 121 of this Annual Report.
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Corporate Governance

A Directors

A.1 The Board

Board Meetings are held at least four times a year and 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 2005/06,
including one held outside Hong Kong (in Shenyang) so as to
give Directors a clearer view on the Company’s new investment in
Shenyang

+ 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 2005/06 were as follows:

HREERY/ SRBITRE

Meetings Attended/Held
BER ENZEE REREMESS BRRBEAE
Nomination &
Audit Remuneration
Ex Directors Board Committee Committee AGM
BIUFHITES Independent Non-Executive Directors
BwE SS.Yin 4/5 N/A N/A 1/1
ERE Ronald J. Arculli 3/5 N/A 1/ 01
BE HK.Cheng 5/5 2/2 11 N
e Laura LY. Chen 4/5 12 11 11
BE PW. Liu 4/5 22 1/1 1/1
HTES Executive Directors
BRER Ronnie C. Chan 5/5 N/A N/A 11
RER Nelson W.L. Yuen 5/5 N/A N/A %l
RITT Terry S.Ng 5/5 2/2 N/A 11
={HE William PY. Ko 5/5 N/A N/A 11
&= Estella YK. Ng 5/5 2/2 N/A 1/1

AEEEHAMRAIFEAAAWERE &
EERGRLERAIABTEER - RE
HEERGHEBITRAKI THXRA - [
EERHeRBAS EERICARES
BRBUBEBRZIEF EMFEMAMR
ERBXN ©

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.
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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 for directors’ and
officers' liabilities in respect of legal actions against the Group’s
Directors and senior management arising out of corporate activities.

c EERR-—ETL/ENFEET
TERERH (BTFAREHORES
BZ)

* Board Meetings held five (5) times in 2005/06 (exceeding
requirement of 4)
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A.2 Chairman and Chief Executive Officer

Chairman

The Chairman, Mr Ronnie C. Chan, provides leadership for the Board.
He is responsible for ensuring that Directors receive adequate
information, which must be complete and reliable, in a timely manner
and that all Directors are properly briefed on issues arising at Board
Meetings. He also ensures that:

- the Board works effectively and discharges its responsibilities;

« allimportant 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.

The Chairman holds meetings at least annually 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,
but may delegate such responsibility to the Company Secretary.
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He will encourage all Directors to make a full and active contribution
to the Board's affairs and take the lead to ensure that the Board acts
in the best interests of the Company. He will facilitate the effective
contributions of Non-Executive Directors and ensure constructive
relations between Executive and Non-Executive Directors.

Managing Director (Chief Executive Officer — CEQ)
Mr Nelson W.L. Yuen, the Managing Director (CEO). 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 will recommend the appointment and dismissal
of senior executives.

s TERRFALEREERZEEA

s EFHRE ((THAM)RERELR
BEXKEF UHTEERFHEAZ
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* Mr Ronnie Chan, Chairman, provides leadership for the Board

* Mr Nelson Yuen, Managing Director (Chief Executive Officer),
is responsible for operating the business and implementing
policies and strategies adopted by the Board
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A.3 Board composition
The Board of Directors currently comprises ten persons:

- five Executive Directors, namely, Mr Ronnie C. Chan, Mr Nelson
W.L. Yuen, Mr Terry S. Ng, Mr William P.Y. Ko and Ms Estella Y.K. Ng;
and

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

Mr Ronald J. Arculli, Mr HK. Cheng, Ms Laura L.Y. Chen and

Mr P.W. Liu. They possess appropriate academic and professional
qualifications or related financial management expertise and bring
a wide range of business and financial experience to the Board.
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The following chart illustrates the composition of the Company’s

Bt Board of Directors as well as its corporate governance structure:
BEERH RERFTMEZEES
Board of Directors Nomination and
BRECR (EFF) Ronnie C. Chan (Chairman) femuneration Committee
BB (BIER)” S.S. Yin (Vice Chairman)* BARE (E/F)" PW. Liu (Chairman)*
RER(EFHKIE)  Nelson WL Yuen (Managing Director) B e Ronald J. Arculli*
BEE” Ronald J. Arculli* ZEH HK. Cheng*
BEH HK. Cheng* PR &R Laura LY. Chen*

PR &R~ Laura LY. Chen*
Bag* P.W. Liu*
Rt Terry S.Ng
={RE William P.Y. Ko
hEE Estella Y.K. Ng

FHERR

Audit Committee

€24 (ERF)" HK Cheng (Chairman)*

PR &L 4" Laura LY. Chen*
BEinE* P.W. Liu*
HITZER

Executive Committee

ARRBECEEHNREREFNES A
ERBEFE -

BREXR(EJ/E) Ronnie C. Chan (Chairman)
RER Nelson W.L. Yuen

Rt Terry S. Ng

=iaE William P.Y. Ko

ha=E Estella Y.K. Ng

Board
of
Directors

Xecys:
Utive Committee

CBUHNITEE

Independent Non-Executive Director

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

s —¥EF (A2 LEFFZE
1) RBYHHITEE (RTFRIHEE
HW=nz2—R%)

* Half of the Directors are Independent Non-Executive Directors,
i.e. 5 out of 10 directors (exceeding requirement of one-third)

BEBEARAR Z22H/BRFER



Ad ZE - BEENE
BRARNBRZABERMAN  FREZE
FEAREERRBERG([BFRE] )&
BREETAEE - U EEAB=D
ZARBFEREHESRE MEBUEZR
ARVE-FHESE—R  LAEER
BERESAEME  TARSEREREEZE
FUNPERAFARE HgHRBEFX
GREAN -

HITESREERNRFT LN —FAMK
HRIBRELEEOEERERIN) 2 RB
AR - FMTESZERER R MERSE
ZEHHBESRAM(RIB=ZF—R)—
B FBEWT

REER

Corporate Governance

A.4 Appointment, re-election and removal

In accordance with our Articles of Association, new appointments
to the Board are subject to re-election by shareholders at the
upcoming Annual General Meeting (‘AGM’). In addition, one-third
of the Directors will retire from office by rotation for re-election by
shareholders at the AGM and every Director is subject to retirement
by rotation at least once every three years. The names of such
Directors eligible for re-election will be stated in the notice of AGM,
accompanied by detailed biographies.

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:

BUFRTESNS Name of Independent Non-Executive Director ZIH Term of Appointment
BER Ronald J. Arculli EZRN065BFAE Until 2006 AGM
g Laura LY. Chen BEZ065BFRE Until 2006 AGM
Bk PW. Liu BEEN06FEFAE Until 2006 AGM
£ HK. Cheng BEENBFEFAE Until 2008 AGM
RimE SS.Yin EEN08FBERE Until 2008 AGM

RE-SREREN  ARBEEREBR
NEZBIFRTES  AERERUEL
RERMETAELT - AHSHEBFRE
BET  ARRINAEEHR BB LI
TEENEBLALTHRREA LR
FREMBERELESOEE -

BRMCHESUBIIFNTESHETR
AIE33EMRREBE BT 2 FE
RE BRAMBABELIFNTESIEER

=

REEEBIIE

To further enhance accountability, any further appointment of

an Independent Non-Executive Director who has served the Board
for more than nine 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 the 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.

s XRAAZHBEREMRIEHE  FZE
HFZEFRERREE EF

s BNEBARLE=FHESZE-X

* Our Articles of Association already provide new appointments
to be subject to re-election by shareholders

* Every Director is subject to retirement by rotation at least once
every three years
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A.5 Responsibilities of Directors

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 statue 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
toimplement 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, Ms Estella Y.K. Ng is our Qualified Accountant.
She 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.

s BUNEACEEGEENEZZ AR
HERLHERMEEFSRELE
HEEH  VEESFHBARNMME
AAT

* Every newly appointed Director will meet with other
fellow Directors and members of senior management, and
will receive a tailored induction on the first occasion of
his/her appointment
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A.6 Supply of and access to information

Full Board or Committee papers will be sent to all Directors at least
three days before the intended date of a Board Meeting or Committee
meeting. 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.

s FEEBLTEREEANSSRKEF

HEEERES

* Senior management is invited to join the Board Meetings,
where appropriate
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B Remuneration of Directors and senior
management

B.1 The level and make-up of remuneration and disclosure

Nomination and Remuneration Committee

A Nomination and Remuneration Committee was set up in 2003,
constituted by four Independent Non-Executive Directors, namely

Mr P.W. Liu (Chairman of the Committee), Mr Ronald J. Arculli, Mr HK.
Cheng and Ms Laura LY. Chen. Regular meetings were held to review
human resource issues, including significant Group-wide changes

in salary structure and terms and conditions affecting Directors

and senior management. The Committee met once in 2005/06 to
review, inter alia, the composition of existing Board members and the
Directors’ remuneration.

[ts 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) toidentify 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;

Hang Lung Properties Limited Annual Report 2005/06
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(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 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;

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

(h) toreview 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) toreview 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;

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

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

()  toreport backto the Board on their decisions or recommendation.
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The remuneration package of Directors and senior management,
including discretionary bonus and share options, is based on the
following criteria:

- their individual performance

- skilland knowledge

- involvement in the Group's affairs

- their achievement of business targets

- performance and profitability of the Group

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 will 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.

s BERVWESEZHIEREYRE
VHHTEE  BTRIHEL [ A
-k

* All Nomination & Remuneration Committee members
are Independent Non-Executive Directors, exceeding the
‘majority’ requirement
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C Accountability and audit

C.1 Financial reporting

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.

- FRESERVVTHRFEFBEET
RHAEEZREN

* Audit Committee reviews the interim and annual results before
adoption by the Board
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C.2 Internal controls

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.

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. To enhance the
comprehensiveness and effectiveness of the internal audit function,
the Audit Committee commissioned the external auditors to jointly
design an internal audit programme based on risk assessment
methodology with the Internal Auditor in 2003, and this programme
had been adopted by the Audit Committee and reviewed annually.
On a monthly basis, the Internal Auditor discusses with the
management 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
enquires on financial and internal control matters with the external
auditors. The Audit Committee has the authority to have direct
discussion with external auditors in the absence of management

if deemed necessary, and they meet at least once annually for this
purpose. Two Executive Directors are present at the Audit Committee
meetings to answer enquiries from the Audit Committee and to
report to the Board of Directors on matters arising.



BMAB - BMBEEAL&FERNEARE
ERADERGE  YEASERIENS
BHIEMN - RIMERERW A ABIEE
HEBERE  ZIAEEERERLEE
MATHEISRERAES  THERAL
B2RB WEATEREERBEEHN
B LRI BRENRTTHRMEE
ERE TR -

BE_ZZRERNAZTHILZTEREE
N BHMERARRRREWBRRZHAA
EERAELEMN  BERENE  EF
kel ULKREBRERNE  HEE
TR Y PP B 13 ) B RO ROM R SR T R B
ME - RAFHLEER  HERAA
EERIAEBARREMESF  LERE
R ERVRRERENERER LR
B MEMIFELEINEZEE RN FE
AHEbZRE o

RPIREE - BEFLE  ARFREEH
TERR EMELMEEEHEEAE
ft: AREHENENEEHRERINS
REZEMBBEL - 1o ARFFR
WEBREEAMEZNEANRTE - H M
SENMERERARAN ARG
VEEZZEGE-—FPRE  NMEER
HIEABENE - B2 BT (LEE
AERTRD) 2 TGN ERERSS
RH) A EBESIE B E VIR E ©

REER

Corporate Governance

We acknowledge 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 to 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 have conducted a review covering all material controls, including
financial, operational and compliance controls and risk management
functions of the Company and its subsidiaries for the financial year
ended 30 June 2006 and were satisfied that an effective and adequate
internal control system has been in operation. We came to this
conclusion based on our clearly established 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 its
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 have 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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* 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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C.3 Audit Committee

An Audit Committee was established by the Board in 1999, which
comprises three Independent Non-Executive Directors with
appropriate academic and professional qualifications or related
financial management expertise, namely, Mr HK. Cheng (Chairman
of the Committee), Ms Laura L.Y. Chen and Mr P.W. Liu. Meetings
are held at least two to three 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
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controls. Separate meetings will also be held with external auditor
(in the absence of management) as and when required. The Audit
Committee held two meetings in 2005/06.

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) toreview 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) todevelop 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;

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;
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(e) inregard to (d) above:

(i) members of the Committee must liaise with the Board of
Directors, senior management and the person appointed as the
Company's qualified accountant 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) todiscuss 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;

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

(m) toreport 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;
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Other duties

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

(p) toactas the key representative body for overseeing the
Company's relation with the external auditor; and

(q) 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:

- 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 2005 - 2006; and

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

EZ
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* All Audit Committee members are Independent Non-Executive
Directors
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D Delegation by the Board

D.1 Management functions

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.

 BITEEER-N/AFHKY  BE
EXAREBEF

© WESIGHABLEEREXHEERAE

* The Executive Committee of the Board of Directors was formed
in 1989 and delegated day-to-day operational matters

* Guidelines were set up for certain issues requiring Board
approval
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D.2 Board Committees

The 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 paragraphs 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, Mr William P.Y. Ko and Ms Estella Y.K. Ng, 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 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.

s EERETHESSEEMBE
#E

* Board Committees are formed with clear terms of reference
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E Communication with Shareholders

E.1 Effective communication

Our AGM provides a good opportunity for communication

between the Board and the shareholders. Chairmen of the Board

and Committees are normally present to answer queries raised by
shareholders. External auditors also attend the AGM every year.
Notice of the AGM and related papers are sent to shareholders at
least 21 calendar days before the meeting and the said Notice is

also published in at least one English newspaper and one Chinese
newspaper, and on our website. Each separate issue is proposed by a
separate resolution by the Chairman. The meeting is well participated
by shareholders. Nine Directors (out of ten), including Chairman of the
Board, Chairman of Audit Committee and Chairman of Nomination
and Remuneration Committee attended last year's AGM.

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

Specific enquiries and suggestions by shareholders can be sent in
writing to the Board or the Company Secretary at our registered
address or by e-mail to our website.
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* Each Director coming up for re-election is voted by a separate
resolution at the AGM
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E.2 Voting by poll

Our last AGM was held on 8 November 2005 (2005 AGM’) at our
registered office. Notice convening the 2005 AGM detailed the
procedures for and the rights of shareholders to demand a poll.
The meeting was attended by 78 shareholders present in person

or by proxy. At the meeting, the Chairman demanded a poll on
each of the resolutions submitted for voting, and the shareholders
adopted the financial statements, re-elected Directors, re-appointed
auditors, renewed general mandate and also re-designated part of
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our convertible cumulative preference shares (‘CPS’) as shares. All
resolutions tabled at the 2005 AGM were voted on by poll, and the
results of poll voting were posted on our website in the evening on
the same day and published in the following day’s newspapers. The

REER
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REAEHRENE - REZRERBA  summary of the poll results is set out below:
wmr
B (%) R % (%)
FOR (%) AGAINST (%)
BERER Ordinary resolutions
1 REBE-_ZTREAA-THLEE To receive and consider the Financial Statements and Reports of
ABREREEREZHMGE the Directors and Auditors for the year ended 30 June 2005 100.000 0.000
2 EMERERBREEREE=AL To declare the final dividend of 37 cents per share 99.945 0055
3A BRRERAEETARLAES To re-elect Mr Ronnie C. Chan as a Director 98.956 1044
B ERFEHIEETRARALAES To re-elect Mr HK. Cheng as a Director 90612 9388
3C BERRNELEBARKLAES To re-elect Mr S.S. Yin as a Director 90.921 9.079
D ERSRALEEARATLAES To re-elect Mr William PY. Ko as a Director 99.264 0736
3 ERMAELTEMAARLAES To re-elect Ms Estella YK. Ng as a Director 99.264 0736
3F RREEZRETESHS To authorise the Board of Directors to fix Directors'fees 99.551 0449
4 EREFRSHMSBEMARARRH To re-appoint KPMG as Auditors of the Company at a fee to be agreed
i MekbERET with the Directors 99.969 0031
6A RTESHEBBORT RGO To approve a general mandate to the Directors to purchase the 100.000 0.000
e Company's own shares
6B BETEFRIHMBRH 2 BER To approve a general mandate to the Directors to issue additional shares 76.798 23202
6C RTEZENMBEASZRHEEM To authorise the Directors to include the number of repurchased shares 87693 12307
AR BT HREE A re.issue of shares
RERER Special resolution
5 BHIETE120000 TR 2EE LR To re-designate 120,000 Convertible Cumulative Preference Shares of 100.000 0.000
B AR % the Company into Shares

ARBARKRERRRZBEREG - HEE
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We will continue our practice of voting by poll on all resolutions to be

proposed at the forthcoming and future AGMs.

Following the completion of compulsory conversion of all our
outstanding CPS on 26 June 2006, Article 184 of our articles of
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association in respect of CPS is no longer required. In this respect, we
will propose the deletion of Article 184 at our forthcoming AGM to be
held on 9 November 2006 (2006 AGM).

The important shareholders’ dates for the coming financial year,
which include the Board Meetings for the declaration of interim and
final dividends for the year ending 30 June 2007 and the AGM, are
expected to be similar to this year's timing at around end February
2007, end August 2007 and in November 2007 respectively.
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* The Chairman demanded a poll on each of the resolutions
submitted for voting at last year’s AGM

* Procedures for and the rights of shareholders to demand a poll
were stated in the notice of 2005 AGM

* We will continue our practice of voting by poll on all resolutions
to be proposed at the forthcoming and future AGMs
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F Additional Disclosure

F.1 Auditors’ remuneration

KPMG was re-appointed as our external auditors until the conclusion
of the 2006 AGM by shareholders at the 2005 AGM. The firm is
primarily responsible for providing audit services in connection with
the annual consolidated financial statements.

During the year, the total remuneration in respect of statutory audit
services provided by the external auditors amounted to HK$4.2
million. They also provided taxation services and advisory services to
the Group to the value of HK$0.6 million.
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F.2 Code of Conduct

We have adopted a corporate code of conduct since 1994 (‘the Code
of Conduct’) which is updated from time to time, setting out clear
guidelines for employees on matters such as:

- soliciting or accepting advantages;
- offering advantages;
- observing local laws when working in another jurisdiction;

+ handling of conflict 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.

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

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

Also, all employees 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 our subsidiaries and
associated companies, so as to make sure that all operations are
managed in accordance with the highest standards of practice and
corporate governance.
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F.3 Interests of Directors and Senior Management

Details of Directors’ interests in shares of the Company and our listed
parent company, Hang Lung Group Limited (HLGL)) as at 30 June
2006 are as follows:

ARE EREEBRAR
The Company Hang Lung Group Limited

B HEE! i BiE (R EE) hgut ! R BiE (ROEE)

Share Options Share Options

EENS Name of Directors No. of Shares (No. of Shares) No. of Shares (No. of Shares)
BRECR Ronnie C. Chan - 5,090,000 - 5,090,000
BRmE SS.Yin - - - -
rER Nelson W.L. Yuen - 7,126,000 - 5,500,000
BER Ronald J. Arculli 724,346 - 1,089,975 -
Bz HK. Cheng - - - -
BRéta Laura LY. Chen - - - -
B PW. Liu - - - -
BRI Terry S.Ng - 3,239,000 - 2,638,000
SRk William PY. Ko - 1,830,000 - 724,000
LH=E Estella YK Ng - 1,592,000 - 824,000
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The share options held by senior management as at 30 June 2006
totalled 5,982,000 shares, representing approximately 0.16% of the

issued share capital of the Company. They also held share options of
HLGL totalled 1,989,000 shares, representing approximately 0.15% of

the issued share capital of that company.

F.4 Shareholder information

As at 30 June 2006, the number of shares of the Company
which were in the hands of the public (i.e. other than those

held by our parent company, HLGL) was 1,646,088,100 (44.1% of

total issued share capital), representing a market capitalisation of
HK$22,881 million.
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Details of holders of shares by domicile as at 30 June 2006 are as

(EECHNE follows:
BR BlkE
Shareholders Shareholdings

A¥ R Ring B ERES
FrBi Domicile No. % No. of Shares %
BB Hong Kong 3,576 94.55 3,689,533,996 98.87
H China 65 1.72 49373872 0.13
P9 Macau 9 024 528,285 0.02
& Taiwan 2 0.05 281441 0.01
NI SET | Australia & New Zealand 11 0.29 14,869 0.00
NERRER Canada & USA 42 1.1 2425572 0.07
FRE Philippines 30 0.79 2,024,663 0.05
K Singapore 17 045 2,635,380 0.07
& United Kingdom 17 045 83,572 000
Hity Others 13 035 29,242,020 0.78
szt Total 3,782 100.00 3,731,707,670 100.00

RIBZERERAA=ZTHZRESERZA

Details of holders of shares by holding range as at 30 June 2006 are as

LU follows:
Ly R
Shareholders* Shareholdings*
AH BOE D& B ERES
No. % No. of Shares %
1-1,000P% 1- 1,000 shares 1617 42.75 769,887 0.02
1,001 - 5,0008% 1,001 - 5,000 shares 963 2546 2,689,407 0.07
5,001 - 10,0008 5,001 - 10,000 shares 453 11.98 3,848,894 0.10
10,001 - 100,0008% 10,001 - 100,000 shares 616 16.29 20,806,109 0.56
00,0018 A £ Over 100,001 shares 133 3.52 3,703,593,373 99.25
@t Total 3,782 100.00 3,731,707,670 100.00
MEE Note

*AEENEE A2 EPREERTWELS (R * incorporating, in their respective shareholdings range, 403 participants of
REER|) 2 AL WEEFFBZFHREMER  Central Clearing and Settlement System (CCASS) holding a total of 2,137,378,770
N ABERPREERBABRRAFBEZL  shares registered in the name of HKSCC Nominees Limited
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F.5 Transparency and disclosure

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, the 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 includes 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.



