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Notes to the Financial Statements
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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 a number of new and revised HKFRSs that are effective or
available for adoption for accounting periods beginning on or after 1 January 2005.
Information on the changes in accounting policies resulting from initial application
of these new and revised HKFRSs for the current and prior accounting periods
reflected in these financial statements is provided in note 2.

b. Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements is the
historical cost basis except where stated otherwise 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.
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Notes to the financial statements

1 Principal Accounting Policies (Continued)

c. Basis of consolidation

The consolidated financial statements for the year ended 30 June 2006 comprise the
Company and its subsidiaries (together referred to as the ‘Group’) and the Group's
interest in jointly controlled entities. 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.

d. Subsidiaries and controlled entities

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a company
in which the Group, directly or indirectly, holds more than half of the issued share
capital, or controls more than half of the voting power, or controls the composition
of the board of directors. Subsidiaries are considered to be controlled if the Company
has the power, directly or indirectly, to govern the financial and operating policies, so
as to obtain benefits from their activities.

Minority interests in the consolidated balance sheet comprise the outside
shareholders’ proportion of the net assets of subsidiaries and are treated 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.

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.

e. Jointly controlled entities

Ajointly controlled entity is an entity which operates under a contractual
arrangement between the Group or Company and other parties, where the
contractual arrangement establishes that the Group or 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.

In the Company’s balance sheet, interests 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)

f. Goodwill

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

Goodwill is stated at cost less accumulated impairment losses. Goodwiill is tested
reqularly 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 the consolidated income statement.

On disposal of an entity, any attributable amount of purchased goodwiill is included
in the calculation of the profit or loss on disposal.

g. 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 cost is recorded in the income statement.

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.
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Notes to the financial statements

1 Principal Accounting Policies (Continued)

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

2. Leased assets

(i) Classification of assets leased to the Group

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

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

- land held for own use under an operating lease, the fair value of which cannot
be measured separately from the fair value of a building situated thereon at the
inception of the lease, is accounted for as being held under a finance lease, unless
the building is also clearly held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first entered into by the Group,
or taken over from the previous lessee, 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
Group will obtain ownership of the asset, the life of the asset, as set out in note 1(i).
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.

(iii) Operating leases charges

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

i. Depreciation

1. Investment properties

No depreciation is provided for investment properties and investment properties
under development.

2. Other fixed assets
Depreciation on other fixed assets is provided so as to write off the cost 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

j.  Derivative financial instruments

Derivative financial instruments are initially stated at fair value. Changes in the fair
value of derivatives are recognised in the income statement, except where the
derivatives are held as hedging instruments in a cash flow hedge of committed
future transactions, in which case the changes in the fair value are recognised in
equity to the extent that the hedge is effective.

k. Impairment of assets

An assessment is carried out at each balance sheet date to determine whether there
is any indication that assets other than investment properties are impaired. If any
such indication exists, the recoverable amount of the asset, being the greater of

its net selling price or value in use, is estimated. The carrying amount of the asset

is reduced to its recoverable amount where appropriate. Such impairment loss is
recognised in the income statement.

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 goodwiill is
not reversed.

I.  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.
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Notes to the financial statements

1 Principal Accounting Policies (Continued)

m. 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.

n. 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.

o. Convertible cumulative preference shares

The component of the convertible cumulative preference shares that exhibits
characteristics of a liability is recognised as a liability in the balance sheet. The
corresponding dividends paid to the preference shareholders are recognised as
finance costs in the income statement. On issuance of the convertible cumulative
preference shares, the fair value of the liability component is determined using a
market rate for an equivalent non-convertible bond; and this amount is carried as a
liability on the amortised cost basis until extinguished on conversion or redemption.
The remainder of the proceeds is allocated to the conversion option that is
recognised and included in shareholders’ equity.

p. 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.
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1 Principal Accounting Policies (Continued)

q. 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.

r. 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.

s. 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. Rentalincome

Rental income under operating leases is recognised on a straight line basis over the
terms of the respective leases. Contingent rentals are recognised as income in the
accounting period in which they are earned.

3. Interestincome
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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Notes to the financial statements

1 Principal Accounting Policies (Continued)

t. 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.

u. Translation of foreign currencies

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.
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1 Principal Accounting Policies (Continued)

v. Related parties

Parties are considered to be related to the Group if the Group has the ability, directly
or indirectly, to control the party or exercise significant influence 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 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.

w. 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.
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Notes to the financial statements

1 Principal Accounting Policies (Continued)

X. Employee benefits

1. Contributions to defined contribution retirement schemes

Obligation for contributions to defined contribution retirement schemes, including
those payable under the Hong Kong Mandatory Provident Fund Schemes Ordinance,
are expensed in the income statement as incurred.

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).

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 lapse, the related capital reserve is transferred directly to retained profits.

2 Changes in Accounting Policies

The HKICPA has issued a number of new and revised HKFRSs which are effective for
the Group's accounting periods beginning on or after 1 July 2005.

The Group adopted in advance the following HKFRSs in the preparation of the
financial statements for the year ended 30 June 2005:

+ Hong Kong Accounting Standard 40 (HKAS 40') - Investment Property

+ Hong Kong (SIC) Interpretation 21 (HKSIC-Int 21") — Income Taxes — Recovery of
Revalued Non-Depreciable Assets

The financial impact as a result of the adoption of HKAS 40 and HKSIC-Int 21 was
summarised in note 1(b) of the 2005 annual report of the Group.

The accounting policies of the Group after the adoption of the new and revised
HKFRSs first applied in current year’s financial statements have been summarised in
note 1. The following sets out information on the significant changes in accounting
policies for the current and prior accounting periods reflected in the financial
statements.
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2 Changes in Accounting Policies (Continued)

a. HKFRS 3‘Business Combinations’

In prior years, positive goodwill arising on or after 1 July 2001 was amortised on

a straight line basis over its estimated useful life and was subject to impairment
testing when there were indications of impairment. Negative goodwill which arose
on or after 1 July 2001 was amortised over the weighted average useful life of the
depreciable/amortisable non-monetary assets acquired, except to the extent it
related to identified expected future losses as at the date of acquisition. In such cases
it was recognised in the income statement as those expected losses were incurred.
Positive and negative goodwill which arose prior to 1 July 2001, were taken directly
to capital reserves in accordance with the transitional provisions set out in the
Statement of Standard Accounting Practice 30 'Business Combinations.

With effect from 1 July 2005, in accordance with HKFRS 3 ‘Business Combinations’
and HKAS 36 Impairment of Assets; the Group no longer amortises positive
goodwill. Such goodwill is tested for impairment. Impairment losses are recognised
when the carrying amount of the cash generating units to which the goodwill has
been allocated exceeds its recoverable amount. Negative goodwill is recognised
immediately in the income statement as it arises.

This change in accounting policy has been adopted prospectively from

1 July 2005. The Group's negative goodwill of $275.3 million previously credited to
capital reserve has been transferred to retained profits. The net effect of the above
transfer has increased retained profits by $275.3 million and reduced capital reserve
by the same amount.

b. HKAS 32 ‘Financial instruments: Disclosure and Presentation; and
HKAS 39 ‘Financial instruments: Recognition and Measurement’

1. Derivatives and hedging

In prior years, the Group’s derivative financial instruments which were mainly used

to manage the Group's exposure to interest rate fluctuation were recognised on an

accrual basis.

With effect from 1 July 2005, and in accordance with HKAS 39, all derivative financial
instruments entered into by the Group are stated at fair value. Changes in the fair
value of derivatives held as hedging instruments in a cash flow hedge of committed
future transactions are recognised in equity to the extent that the hedge is effective.
Any ineffective portion of the changes in fair value of the derivatives is recognised in
the income statement.

This change was adopted by reducing the opening balance of the retained profits as
at 1 July 2005 by $20.8 million. Comparative amounts have not been restated as this
is prohibited by the transitional arrangements in HKAS 39. As a result of this policy,
net profit for the current year increased by $20.8 million.
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Notes to the financial statements

2 Changes in Accounting Policies (Continued)

b. HKAS 32 ‘Financial instruments: Disclosure and Presentation; and
HKAS 39 ‘Financial instruments: Recognition and Measurement’
(Continued)

2. Reclassification of convertible cumulative preference shares

In prior years, convertible cumulative preference shares were classified as equity

based on their legal form. Dividends paid to the preference shareholders were

presented as a distribution to equity participants.

With effect from 1 July 2005, in accordance with HKAS 32, the classification

of convertible cumulative preference shares is based on the substance of the
contractual agreement. On the issue of the convertible cumulative preference
shares, the fair value of the liability component is determined using a market rate
for an equivalent non-convertible preference share; and this amount is carried as a
long term liability on the amortised cost basis until extinguished on conversion or
redemption. The remainder of the proceeds is allocated to the conversion option
that is recognised and included in shareholders'equity. The carrying amount of the
conversion option is not remeasured in subsequent years. The dividends paid to
the preference shareholders of $17.2 million (2005: $27.5 million) for the year are
recognised as finance costs in the consolidated income statement.

The change in accounting policy has been adopted retrospectively by reducing
the opening balance of share capital at 1 July 2005 by $434.4 million (2004: $563.6
million) and increasing the equity component of convertible cumulative preference
shares by $79.4 million (2004: $103.0 million).

¢. HKFRS 2’Share-based payment’

In prior years, no amounts were recognised when employees were granted share
options over shares in the Company. If the employees chose to exercise the options,
the nominal amount of share capital and share premium were credited only to the
extent of the option’s exercise price received.

With effect from 1 July 2005, in order to comply with HKFRS 2, the Group recognises
the fair value of such share options as an expense in the income statement, or as an
asset, if the cost qualifies for recognition as an asset under the Group’s accounting
policies. A corresponding increase is recognised in a capital reserve within equity.

Where the employees are required to meet vesting conditions before they become
entitled to the options, the Group recognises the fair value of the options granted
over the vesting period taking into account the probabilities that the options will
vest. Otherwise, the Group recognises the fair value in the period in which the
options are granted.
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2 Changes in Accounting Policies (Continued)

¢. HKFRS 2‘Share-based payment’ (Continued)

If an employee chooses to exercise the options, the related capital reserve is
transferred to share capital and share premium, together with the exercise price. If
the options lapse, the related capital reserve is transferred directly to retained profits.

The new accounting policy has been applied retrospectively with comparatives
restated. The opening balance of retained profits as of 1 July 2005 as a result of the
change of the policy decreased by $36.9 million (2004: $4.0 million) and the Group's
profit after taxation for the current year decreased by $20.8 million (2005: $32.9
million), with the corresponding amounts credited to the capital reserve.

d. Presentational changes

In order to enhance the understandability of the financial statements, some items
on the balance sheets have been reclassified and certain comparative figures have
been restated according to the new classification. The application of the new
HKFRSs has also resulted in changes in the presentation of the financial statements
retrospectively with comparatives restated to conform to the current year's
presentation, in respect of the following:

1. In prior years, minority interests were presented in the consolidated balance
sheet separately from liabilities and as a deduction from net assets. Financial results
shared by minority interests were separately presented in the consolidated income
statement as a deduction before arriving at the profit attributable to shareholders.

With effect from 1 July 2005, in order to comply with HKAS 1 Presentation of
Financial Statements’and HKAS 27 ‘Consolidated and Separate Financial Statements,
minority interests are presented in the consolidated balance sheet within equity,
separately from the equity attributable to the shareholders of the Company, and the
results shared by minority interests are presented on the face of the consolidated
income statement as an allocation of the attributable profit between the minority
interests and the shareholders of the Company.

2. In prior years, share of jointly controlled entities' taxation was presented

as a component of taxation in the income statement. On adoption of the

HKAS 1, share of jointly controlled entities' taxation is presented net of the share
of jointly controlled entities’ profit.
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Notes to the financial statements

2 Changes in Accounting Policies (Continued)

e. Summary of the effect of changes in the accounting policies

FF 1. Effect on opening balance of total equity at 1 July 2005 and 1 July 2004

=

|

RRER
Shareholders'equity
R RE A BAfGHE At
Share Retained Capital
WEEEETH E in HKS million capital profits reserves Total
R-ZTRFLA-H At 1 July 2005
Gk Prior period adjustments
HKAS 32 HKAS 32 (4344) = 794 (355.0)
HKFRS 2 HKFRS 2 - (36.9) 36.9 =
(4344) (36.9) 1163 (355.0)
FMRE Opening adjustments
HKAS 39 HKAS 39 - (208) - (208)
HKFRS 3 HKFRS 3 - 2753 (2753) -
BRI/ (R ) B Total increase/(decrease) in shareholders' equity (4344) 2176 (159.0) (375.8)
RZZEWF+A—H At 1 July 2004
Al ER AR Prior period adjustments
HKAS 32 HKAS 32 (563.6) = 103.0 (460.6)
HKFRS 2 HKFRS 2 = 4.0) 40 -
BREESEN/ (R B Total increase/(decrease) in shareholders' equity (563.6) 4.0) 107.0 (460.6)
2. HRRENLAFZZE 2. Effect on net profit attributable to shareholders
LEREETE in HKS million 2006 2005
HKAS 39 HKAS 39 20.8 -
HKFRS 2 HKFRS 2 (20.8) (329)
BREEEGIR B8 Total decrease in net profit attributable to shareholders - (329)
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2 Changes in Accounting Policies (Continued)

f.  No early adoption has been applied for 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.

HK(IFRIC)-Int 4, Determining whether an arrangement contains a lease
HKFRS 7, Financial instruments: disclosures
Amendments to HKAS 39, Financial instruments: Recognition and measurement:

- Cash flow hedge accounting of forecast intragroup transactions
- Financial guarantee contracts

Amendments, as a consequence of the Hong Kong Companies (Amendment)
Ordinance 2005, to:

« HKAS 1, Presentation of financial statements
- HKAS 27, Consolidated and separate financial statements
- HKFRS 3, Business combinations

Amendments to HKAS 1, Presentation of financial statements: capital disclosures
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3 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
1. Segment revenue and results

HBRA UL
Segment revenue Segment results
(E31)
(restated)
WEKEETTE in HKS million 2006 2005 2006 2005
MERE Property leasing 2,678.2 24224 2,058.7 1,837.0
MEEE Property sales 1,062.4 45329 293.5 16128
3,740.6 69553 2,352.2 34498
LR ON Other income 317.2 105.5
TBER Administrative expenses (205.5) (154.0)
| Operating profit 2,463.9 34013
REMEZ NFEEM Increase in fair value of investment properties
-MERE - property leasing 3,438.2 54029
BHER Finance costs (415.8) (255.7)
kNGl Share of profits of jointly controlled entities
-NEHE - property leasing 90.3 1183
BR 5t A& Profit before taxation 5,576.6 8,666.8
2. DHEERERE 2. Segment assets and liabilities
BE B
Assets Liabilities
(E51) (E731)
(restated) (restated)
WEKEETE in HKS million 2006 2005 2006 2005
NEHE Property leasing
ADAIREMBARF The Company and its subsidiaries 42,9273 37,956.1 980.5 10456
BERA Jointly controlled entities 551.0 4824 - -
MEHE Property sales 10,829.7 11,356.8 3204 398.2
A8 (M) Unallocated (Note) 6,058.2 3,300.3 14,776.2 10,3969
60,366.2 53,0956 16,077.1 11,840.7
MisE Note:

ANBHETZRENBRAREE  BiEEe R
ERETABNTF=ZEA+EL(ZETRFE : =+=
BEREN\+ET)  TEEERERITEFNTIE
AFHEET(ZEERAF  O+—B—FT=Zg0+8
TINREMABE-TEtTEL+ER(ZEZTRF
Y ZtOEAFTAB=TERL) ZRMEBE=TIE
EFABZTERL(ZEZRF : = tHEZF=BH

TEIL) -

Unallocated items mainly comprise financial and corporate assets including cash and deposits
of $5,983.6 million (2005: $3,205.8 million), interest-bearing borrowings including bank loans of
$8,454.0 million (2005: $4,113.4 million) and other liabilities of $2,070.7 million (2005 restated:
$2,498.3 million), and taxation of $3,956.2 million (2005: $3,423.5 million).
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3 EXBERSBER S 3 Turnover and Segment Information (Continued)
a. EXIEE) a. Business segment (Continued)
3. BXHITRITE 3. Capital expenditure and depreciation
BARR% e
Capital expenditure Depreciation
WEEBEETTE in HKS million 2006 2005 2006 2005
MERE Property leasing 1,216.9 560.5 42 33
b. &S H b. Geographical segment
1. DEKARFEE 1. Segment revenue and results
DEBA DEEE
Segment revenue Segment results
(E51)
(restated)
LB BE T E in HKS million 2006 2005 2006 2005
5 Group
/E Hong Kong 3,018.7 6,387.7 1,797.1 3,033.5
FEIRH Mainland China 721.9 567.6 555.1 4163
3,740.6 6,955.3 2,352.2 34498
VNG Jointly controlled entities
5 Hong Kong 90.3 1183
2. IHEE 2. Segment assets
LB BEE T E in HKS million 2006 2005
Bk Hong Kong 44,461.8 41885.7
R 3 Mainland China 9,295.2 74272
53,757.0 493129
3. EBEfEE 3. Capital expenditure
LB BE T E inHKS million 2006 2005
Bk Hong Kong 1119 757
FEIRH Mainland China 1,105.0 4848
1,216.9 560.5
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4 FR¥ AR F 4 Profit Before Taxation
%8 Group
(E731)
(restated)
WERESETHE in HKS million 2006 2005
FRBATE M2 R T5IR 3 - Profit before taxation is arrived at after charging:
ARAFRNERZFTERR Interest on bank loans and other borrowings
HihfgE2F8 repayable within 5 years 249.9 9.1
ARTERBREZBITERTE Interest on bank loans repayable after 5 years 107.3 558
BREMNER Finance lease charges 475 516
ARk ZERERRE (M) Dividend on convertible cumulative preference shares (Note i) 17.2 275
Hin @B X it Other ancillary borrowing costs 54.5 449
BEX LERE Total borrowing costs 476.4 2759
e E A (F ) Less: Borrowing costs capitalised (Note i) (60.6) (202)
HHER Finance costs 4158 255.7
RERE & Auditors' remuneration
—GERE - audit services 42 39
— H At R - other services 0.6 2.1
e Depreciation 42 33
EEMEZRE Cost of properties sold 728.8 27221
EXHNER I HE - T=B0TER Operating lease charges, including contingent rentals
(ZE2RE: —FRBATETRL) of $23.5 million (2005: $16.9 million) 100.2 928
BINK  RREEEREER-_TENTER Staff costs, including employee share-based payment expenses
(ZZZRF: =FZBNLTER) of $20.8 million (2005: $32.9 million) 276.2 267.2
WEFA and after crediting:
HEWA  BEAREEXEAE-—THR=TET Rental income less direct outgoings of $615.3 million
(ZZ2ZR%E  ARNFTZBE—T&R) 8 (2005: $582.1 million), including contingent rentals
FAEE—E-—TERT(ZZZRF: of $110.0 million (2005: $84.6 million)
NFREATET) 2,062.9 1,840.3
FMEBA Interest income 253.1 105.5

BEE

() R=AN=F+—-ABTEREELTRATZA
BMIRRBELR - J2RER—TET 2 BRI
BEFENEAHAE - ZEERENINERE_ZTT
NERAZTARBLE  NabEnmE N RERZA
BMERRELRZA -

(i BRIANEZEEXHESFAS <A(ZEZR
FAPZ—HN)ZFHRERL -

Note:

(i) The convertible cumulative preference shares of $7,500 each issued in November 1993 bear
dividend at 5.5% per annum on a reference amount of US$1,000 each. The preference dividend was
paid up to 26 June 2006, the date of compulsory conversion of all of the outstanding convertible

cumulative preference shares.

(ii) The borrowing costs have been capitalised at an average rate of 5.0% (2005: 1.8%) per annum for

properties under development.
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5 EEREREEEZHME
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5 Emoluments of Directors and Senior Management

The Nomination and Remuneration Committee consists of four 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. Directors’emoluments
Directors’emoluments disclosed pursuant to Sections 161 and 161A of the Hong
Kong Companies Ordinance are as follows:

WEREETIE in HKS million R AEEY

R RINE5HE
e ENFla WA R E 2R At

Salaries, Group's

allowances and Discretionary Share-based contributions to
e Name Fees benefits in kind bonuses compensation  retirement scheme Total
BRECR Ronnie C. Chan 02 76 52 30 08 16.8
BWE $S.Yin 0.1 - - - - 0.1
RER Nelson W.L. Yuen 0.1 73 50 42 09 175
BEER Ronald J. Arcull 02 - - - 02
e Laura LY. Chen 02 - - = 02
g HK. Cheng 02 - - = = 02
fatt B (Fi5D) Wilfred S.L. Ho (Note i) 0.1 05 = 33 20 59
BHg PW. Liu 02 - - - - 02
Rt Terry S.Ng 0.1 38 2.3 19 02 83
= R () William PY. Ko (Note i) 0.1 15 0.7 13 02 38
a2 (M) Estella YK. Ng (Note ii) 0.1 15 05 12 0.1 34
ZEERE 2006 16 22.2 13.7 149 42 56.6
BRRR Ronnie C. Chan 0.2 44 66 5.7 04 173
BmE S.S.Yin 0.1 = = = = 0.1
RER Nelson W.L. Yuen 0.1 42 63 80 16 202
BEEE Ronald J. Arculli 02 - - - - 02
BREEMR Laura LY. Chen 02 = = = = 02
8 HK. Cheng 02 - - - 02
At & Wilfred S.L. Ho 0.1 19 29 3.7 02 838
BHE PW. Liu 02 - - - - 02
Rt Terry S.Ng 0.1 22 33 3.7 0.1 94
—ETRE(FEY)) 2005 (restated) 14 12.7 19.1 211 23 56.6

Mt - Notes:

() AIEREEENR-_ZZRFNA-HRE-

(i) BEELEERMAEELLIN _ZZRAFAA—AE
ZEIRES -
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(i) MrWilfred S.L. Ho retired on 1 September 2005.

(i) MrWilliam PY. Ko and Ms Estella Y.K. Ng were appointed as directors on 1 September 2005.
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(%8)

a. EEME(E)
DKERTER Z AR SHREEAA=1H
mE - WEBERT —MEREEZNAR/NARK
W RRN B F R 2 R -

BRIALBESN - BMOESREARRRERRE
BArREREEEER DA HES SRR T
Bein B - ARAE 2B PEFHIBERMBHRE
B FE 20 B 5 -

b. BEHEEMHE

FEBRERSHFMAL  TR-_TTREFEE
E(—_TTRF MRER)ZMemT :

B R ATRE

Notes to the financial statements

5 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, is normally made in August/September of the following financial year and is

reflected in the latter year’s financial statements.

In addition to the above emoluments, certain directors were granted share options
under the share option scheme 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 29 to the financial statements.

b. Emoluments of the highest paid employees

The emoluments of the five highest paid individuals in the Group who are also

directors for 2006 (2005: 4 directors), are as follows:

&8 Group
(E31)
(restated)
LEREE T E in HKS million 2006 2005
ik Fees 0.6 06
e ERREMFE Salaries, allowances and benefits in kind 21.0 142
WETEAL Discretionary bonuses 13.2 192
BRERE Share-based compensation 13.7 211
REBHRKSHE BT Group's contributions to retirement scheme 4,1 39
52.6 59.0

A EBENFTHERRA : The above emoluments fall within the following bands:
Number of individuals

(Z31)
(restated)
2006 2005
$3,000001  — $3,500,000 - 1
$4,000001  — $4,500,000 1 _
$5500,001  — $6,000,000 1 _
$8,000,001 — $8,500,000 1 _
$8,500001  — $9,000,000 - 1
$9,000,001  — $9,500,000 - 1
$16,500,001 — $17,000,000 1 -
$17,000,001 — $17,500,000 1 1
$20,000,001 — $20,500,000 - 1
5 5

¢ BE_ZERFR-ZETRFANAZTAHLE
FERN BEOLASEENSRITHRAEIHK
BIEABRMERRSI EMBEAER -

c.  During the years ended 30 June 2005 and 2006, there were no amounts paid
to directors and senior executives above for compensation for loss of office and

inducement for joining the Group.

Hang Lung Properties Limited Annual Report 2005/06 147



B mA M=

Notes to the financial statements

6 SmEWFBRAZBIR
a BAWSRAZHES

6 Taxation in the Consolidated Income Statement

a. Taxation in the consolidated income statement represents:

58 Group
(E51)
(restated)
LEBEETIE in HKS million 2006 2005
=ERE Current tax
KEEEBNER Hong Kong Profits Tax for the year 150.5 408.0
BEFE REIR/ (1) Under/(Over)-provision in prior years 0.8 (99)
151.3 3981
KEFREIFAEN PRC Income Tax for the year 51.9 142
BRI Deferred tax
RERBOEEEZEE(MF17(0) Origination and reversal of temporary differences (Note 17(b)) 799.8 11703
1,003.0 1,582.6

BRNGHRLPEASHBERERFAZM
AERBRANDBRAREEAZ T EHARE

Sr=t=i4-

b. BE—ZZEA=Z+HLEFEZEES
gz

EARBE-FABATEL(ZBEE
FOENHET) B ABIEA HAARTIR -

¢ BEXHESHENAEAREAEZ

Provision for Hong Kong Profits Tax and PRC Income Tax is calculated at 17.5% and

33% respectively of the estimated assessable profits for the year.

b.  Share of jointly controlled entities' taxation for the year ended 30 June 2006
of $18.9 million (2005: $24.8 million) is included in the share of profits of jointly

controlled entities.

c.  Reconciliation between tax expense and accounting profit at applicable tax

FE rates:

(E31)

(restated)

KEBEETIE in HKS million 2006 2005
R & A A Profit before taxation 5,576.6 86668
ERBARFABRAREHE 2 BE Tax on profit before taxation at applicable rates 1,134.7 16712
EHEEARRNZTHIETE Tax effect of share of profits of jointly controlled entities (18.9) (248)
FERFIMAZHEY L Tax effect of non-taxable income (78.0) (285)
FMRAX Mz HEY 2 Tax effect of non-deductible expenses 16.4 132

BEEAZHEEERAM TR Tax effect of tax losses utilised and

TRUZR HEYE other deductible temporary differences (56.2) (344)
AERBBER HEYE Tax effect of unrecognised tax losses 134 43
Hif Others 9.2) (85)
BEFEZEEIR/ (BR) Under/(Over)-provision in prior years 0.8 (9.9)
ERBEL L Actual tax expense 1,003.0 15826
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7 REEMLEF 7 Net Profit Attributable to Shareholders

BEREEENBIERARRMERRAZEFR A Net profit attributable to shareholders includes a profit of $1,417.0 million (2005
TOE—FtEETL(ZETHFEY : +IE  restated: $1,452.7 million) which has been dealt with in the financial statements of
EFZBETERL) ° the Company.

8 RE 8 Dividends
a. AEERE a. Dividends attributable to the year
LOBREE T E in HKS million 2006 2005
EMRERTHREERT = Interim dividend declared and paid of 13 cents
(ZZTRF : +=10) (2005: 13 cents) per share 481.7 4788
REEBBERARBREFM="+IL Final dividend of 38 cents (2005: 37 cents) per share proposed
(ZZ2TREF : =+4Al) after the balance sheet date 1,418.1 13638

1,899.8 18426

REEHRBR 2 RARE - TEERBEEH  The final dividend proposed after the balance sheet date has not been recognised as
ZBE- a liability at the balance sheet date.

b. F—HHEEZRERFARERIKE b. Dividends attributable to the previous financial year, approved and
paid during the year

LEEREETiE in HKS million 2006 2005
BB EERARERFAIE Final dividend in respect of the previous financial year,

RERBEGR =Tl approved and paid during the year of 37 cents

(ZZZRE: =+=1) (2005: 33 cents) per share 1,363.8 1,089.0
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9 BREF

9 Earnings Per Share

a. BREAREIRANIDZTIIEBIENE a. The calculation of basic and diluted earnings per share is based on the following
data:
(Z51)
(restated)
LEKEETE in HKS million 2006 2005

R EBRERBN 2 BH

Earnings for calculation of basic earnings per share

(BMAR SR AE(R AL R) (net profit attributable to shareholders) 4,402.6 6,812.5
AEBIERCEERG 2 HE Effect of dilutive potential shares
BEES T T Dividend on convertible cumulative preference shares 17.2 275
AU ERESRF 2 B Eamnings for calculation of diluted earnings per share 4,419.8 6,840.0
2006 2005
AU EERERRF 2 k1D Weighted average number of shares used in
MEFI9E calculating basic earings per share 3,693,251,337  3,513,680,303
ERBER EERN 2 F 2 Effect of dilutive potential shares
fR 15 B Share options 8,001,122 5,745,770
AR ZEE LR Convertible cumulative preference shares 37,061,818 44,362,890
AU ESRESRF 2 Weighted average number of shares used in
Branml=E 2k calculating diluted earnings per share 3,738,314,277  3,563,788963

b. ERERREFRN(TEBESHRELTH

b. The calculation of basic and diluted earnings per share excluding changes in fair

BROVBBRES 2REMEAFEES) B value of investment properties net of deferred tax and minority interests is based on

BATKARZENGFE

the profit adjusted as follows:

(E31)

(restated)

LEBRE T E in HKS million 2006 2005
R (L a7 Net profit attributable to shareholders 4,402.6 6,812.5
RENELATEEY FE Effect of changes in fair value of investment properties (3/415.5) (5125.1)
HEEEREZE Effect of corresponding deferred tax 639.9 8283
AU EGREART 2 EAERN Adjusted eamnings for calculation of basic earnings per share 1,627.0 25157

BEEER EERD 28 Effect of dilutive potential shares

Rk 2EELERRE Dividend on convertible cumulative preference shares 17.2 275
R EBREE RN LRBET Adjusted earnings for calculation of diluted earnings per share 1,644.2 25432
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10 Fixed Assets - Group

B R ATRE

Notes to the financial statements

TED
REME REME Hit BEf
Investment
Investment  properties under
YEMEETHE in HKS million properties development Others Total
RAELAE Cost or valuation:
R-ZEZEMFELA—H At 1 July 2004 30,5621 1,286.6 56.1 31,904.8
NE Additions 66.9 4854 8.2 560.5
& Disposals = = 1) 0.1)
NFEEM Increase in fair value 54029 - - 54029
R-ZERF A=1+H At 30 June 2005 and 1 July 2005
k—EERFE+A—H 36,0319 1,7720 64.2 37,868.1
NE Additions 1199 1,084.8 122 12169
HE Disposals - - (23) (23)
NEEEM Increase in fair value 3,438 = = 34382
RZBEXNFAA=TH At 30 June 2006 39,590.0 2,856.8 74.1 425209
2EME Accumulated depreciation:
R-ZEZNFE+A—H At 1 July 2004 - - 14.1 14.1
AEFHE Charge for the year - - 33 33
E & Written back on disposals = = 0.1) 0.1)
RZZZRFA=1H At 30 June 2005 and 1 July 2005
r—EERE+A—H - - 173 173
AEFHE Charge for the year - - 42 42
F & & Written back on disposals = = (17) (17)
RZZERFEANA=1H At 30 June 2006 - - 19.8 198
REEE Net book value:
RZZEAF A=1H At 30 June 2006 39,590.0 2,856.8 543 42501.1
R-ZETRFE A=1H At 30 June 2005 36,031.9 1,7720 469 37,8508
BATEERSNA=THZRAE Cost or valuation of the fixed assets
FAENT at 30 June is made up as follows:
“ETRE 2006
hE Valuation 39,590.0 - - 39,590.0
MAE Cost - 28568 74 29309
39,590.0 2,856.8 74.1 425209
“ZTHE 2005
fHE Valuation 36,0319 = = 36,0319
AE Cost - 17720 64.2 18362
36,0319 1,772.0 64.2 37,868.1
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10EBEEE-—S8 5

purtl;

10 Fixed Assets — Group (Continued)

MEZREFEINAT An analysis of net book value of properties is as follows:
REME ERPRENE

Investment properties

Investment properties under development
LB RE T E in HKS million 2006 2005 2006 2005
BB REMRE Long leases in Hong Kong 23,867.5 21,6693 677.2 676.7
BN E R 2 Long leases outside Hong Kong - - 1,136.7 3711
Bt Medium term leases in Hong Kong 8,739.5 7,864.6 - -
BRI IMNGE T B2 Medium term leases outside Hong Kong 6,793.0 6,2980 1,042.9 7242
ey SEb e Short lease in Hong Kong 190.0 2000 - -
39,590.0 36,0319 2,856.8 1,772.0

a. AEEMAUAFEINRZBRENEAR
TEERFRAAZTERE-ATVREGESGE
FPEXERARARZEMERNER (EXA
E)RBELELRLHATE 2EHSRE X
SRAMKEREERBRETRE 2 7T s e
TZHEERE -

AEEREMEZEREFE=ZAATHBAT
EN(ZTZAF: ZARTE=TBALTE
TRBERBREREBOMBSECEE - EE@E
BER-_TNAE-—TAREL(ZZZRF:
+HREATZBET) -

152 ©BRuEARAN —B2H/ENFEH

a. Investment properties of the Group carried at fair value were revalued as at
30 June 2006 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 total rental income after taking into account

reversionary income potential.

The net book value of investment properties of the Group of $39,590.0 million

(2005: $36,031.9 million) includes an amount of $2,919.0 million (2005: $2,592.0

million) in respect of an asset held under a finance lease.
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b. AEERBEXHEHLARZBERY D
HEREYE ZEHRO-—ROS/HMER
FHERHOBREREYN  EREFHEME
R RAENBESITAEN RN HNIBZE
Fo MAKREESFHE - ELHINBOBRE
HeBTHHNBRIRES  X2EMEZRA
MmEE °

RAAZTHE  RETAHHE 2 EXZBORIE
W RFHESBEMT

B R ATRE

Notes to the financial statements

10 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:

M Hi 4 et
WEKESETHE in HKS million Subleases Other leases Total
“ZERE 2006
—FR Within 1 year 193.5 1,989.4 2,182.9
—FRBRER After 1 year but within 5 years 319.8 1,712.5 2,032.3
nE% After 5 years 70.3 41.1 11.4
583.6 3,743.0 4,326.6
“ZTRF 2005
—FR Within 1 year 1619 16757 18376
—FRERFA After 1 year but within 5 years 2213 1610.1 18314
TFE After 5 years 838 1233 207.1
4670 3,409.1 3,876.1
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11 HEARER 11 Interest in Subsidiaries
A7) Company
KEBEETIE in HKS million 2006 2005
FEEMBRG - KAE Unlisted shares, at cost 8.1 8.1
FEULPH B 1 R 5B Amounts due from subsidiaries 29,069.4 29,6804
29,077.5 29,688.5
FTEMB AR FAEREHNHE36 - Details of principal subsidiaries are set out in note 36.

U/ ENEARRBEAERE - 28 ME  Amounts due from/to subsidiaries are unsecured, non-interest bearing and classified
BHZERBERRAR+—EARATTKE /EE  asnon-current as these are not expected to be recoverable/repayable within the

B BOEERBEE/AE - next twelve months.

12 8&AFIERE 12 Interest in Jointly Controlled Entities
LEKEE T E in HKS million 2006 2005
EEEEFE-FLTRD Share of net assets - unlisted shares 533.7 4714
& A RIFIE Amounts due from jointly controlled entities 173 110

551.0 4824

BE DR ZHEMERERKIFE7 - KEBAL R Details of jointly controlled entities are set out in note 37. The summary financial
AR

MBEERMIT information related to the Group's interest in jointly controlled entities are as follows:
WEREETIE in HKS million 2006 2005
ERBEE Non-current assets 665.0 583.0
MBEE Current assets 25.9 1004
FnBERE Non-current liabilities (85.4) (71.1)
nEaE Current liabilities (71.8) (140.9)
BEFE Net assets 533.7 4714
WA Revenue 416 389
gl Profit 90.3 1183
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13 Loans and Investments

%8 Group
LB RETiE in HKS million 2006 2005
REBZELTRE Unlisted investments in Hong Kong 0.1 0.1
ERTHLMRE Advances to unlisted investee companies 7.8 90
7.9 9.1

MRFEETMHRESBIRERT S EZTHM  Unlisted investments are carried at cost less impairment, if any, as they do not have a
BENEEERQFE  BURKAMBRRE(ME)  quoted market price in an active market to determine their fair value.

N
14 78 14 Inventories
%8 Group
LEERE T E in HKS million 2006 2005
UREBZFECRRME — PR Completed properties for sale located in Hong Kong - medium leases 10,159.3 106934

15 F& W iR % 2 EL £t B W R

B AT A R 50 e L e R MR 2 R

15 Trade and Other Receivables

HEE#HR  Included in trade and other receivables are trade debtors with the following ageing

DT - analysis:
%8 Group
WEEBETITE in HKS million 2006 2005
—f@AR Within 1 month 370.6 4383
—Z=@A 1-3 months 2.3 37
ZEANRE Over 3 months 0.6 23
3735 4443

FEREREZEERER  UEPREEKERR  The Group maintains a defined credit policy. An ageing analysis of trade debtors
ZIREAM KRR BYER - AEIEEMEEY s prepared on a regular basis and is closely monitored to minimise any credit risk

EREMEERRRERE -

associated with receivables.

Hang Lung Properties Limited Annual Report 2005/06 155



B mA M=

Notes to the financial statements

16 F& 13 X B EL 4t B A4 3K

16 Trade and Other Payables

%8 Group A7) Company
LR BE T E in HKS million 2006 2005 2006 2005
TR FEET B A (P EEi) Creditors and accrued expenses (Note i) 657.7 886.0 5.9 5.1
Bz S (M) Deposits received (Note i) 643.2 5578 - -
BRI R M B ARFHIE Amounts due to fellow subsidiaries 2286 2608 - =
1,529.5 1,704.6 5.9 5.1
B sE - Notes:

() ENREEFERLEREN-—FATEEN
ZREFENE-—TERL(ZZTRF : —FTA+

8T) °

(i) ERZABET=ZA_+ET(ZZTZRF AR
ATABATET)ZeRMR —FRTEEN -

B AT AR RSN B A B A 502 R A9 SR AR e 0

(i) Creditors and accrued expenses include retention money payable of $9.1 million (2005: $10.9

million) which is not expected to be settled within one year.

(i) Deposits received of $643.2 million (2005: $556.5 million) are not expected to be settled within

one year.

Included in trade and other payables are trade creditors with the following ageing

T analysis:
% Group ‘A7) Company
WEEEETE in HKS million 2006 2005 2006 2005
—EAREIH Due within T month 472.5 6459 - =
=B A AT Due over 3 months 81.4 %3 0.3 03
553.9 740.2 0.3 03

17 REERBEREZBIR
a. REEBMEEZREHE:

17 Taxation in the Balance Sheets

a. Current taxation in the balance sheet represents:

%8 Group ‘A7) Company

LR RE T E in HKS million 2006 2005 2006 2005
KEEFENEHR Provision for Hong Kong Profits Tax

BH for the year 150.5 403.0 1.2 33

AEEHEMEHERE Provision for PRC Income Tax for the year 13.6 45 - -
NEFEZEE Provision for Hong Kong Profits Tax

MEHERE relating to prior years 168.0 186.7 3.0 -

332.1 599.2 42 33
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b. EEHE

I

B R ATRE

Notes to the financial statements

17 Taxation in the Balance Sheets (Continued)

b. Deferred taxation

REEEEABR THBRZERLKEBAB/(E  The components of deferred tax liabilities/(assets) recognised in the consolidated
E)SMRFANZEHNT balance sheet and the movements during the year are as follows:
ERHE AR BER .
3148 By B
M E MESR BR G ZH8 it
Depreciation
allowances in
excess of Future
related Revaluation benefit of Interest
WEKEETTE in HKS million depreciation of properties tax losses capitalised Total
BREBEEER - Deferred tax arising from:
RZZETME+A—H At 1 July 2004 4555 1,292.7 (52.7) (415) 1,654.0
REREWERNINEG/(BA)  Charged/(Credited) to consolidated
(Fs¥6(a)) income statement (Note 6(a)) 946 1,066.9 (18) 106 11703
RZZEZRESA=ZTAK At 30 June 2005 and 1 July 2005
—ZZRF+A—H 550.1 2,3596 (54.5) (30.9) 28243
e lERNR Charged to consolidated
(F3x6(a)) income statement (Note 6(a)) 105.6 6755 187 - 799.8
RZZEERFERA=TH At 30 June 2006 655.7 3,035.1 (35.8) (309) 3,624.1

¢ RERZELEHREE
AEBRARETHBAREERHHRN -
E—FHE_+E8T(ZTTHF : ATEAE—
TETT) B B 1R AT EE A RO IR FE B IR B A 1F
R RASNR_TTRFANA=TH  AIAEEH
BFHEENRERERVEFDAEFE - KEHE
EBORBBENRERE AR LY KA - M
REAMEBNREERAINEEEFERR
FIRE o

18 tRITER
RAA=+AEERBAER BRMENT :

c. Deferred tax assets not recognised

The Group has not recognised deferred tax assets in respect of tax losses of $214.2
million (2005: $94.1 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 2006. 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.

18 Bank Loans

At 30 June, bank loans were unsecured and repayable as follows:

%8 Group
WERBETITE in HKS million 2006 2005
MERERFA After 2 years but within 5 years 4,000.0 -
LF% After 5 years 45143 41885
8,514.3 41885
B REEMEER Less: unamortised front end fees (60.3) (75.1)
8,454.0 41134

ELRRTERIR =B EZLHLE
(ZZ20F - BHNEE=H+LE)FM X
B MER—F(ZZFFTRF: —F)ZREH
BT AEBRTEFZAFERORBRZE
HfE e

All the above bank loans are interest-bearing at rates ranging from 3.6% to 5.5%
(2005: 0.4% to 3.7%) per annum. The interest is repriced within one (2005: one) year.
The fair values of the Group’s bank loans were approximately the corresponding
carrying amounts.
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19 AR RBELER

19 Convertible Cumulative Preference Shares

2006 2005

BiE BEEET RinEE BEEET
Number of shares HKS million ~ Number of shares HKS million

EXASTESRAEELTRATL 5.5% convertible cumulative preference

Rk RBELR share of $7,500 each

»“+A—H At 1 July 57,915 355.0 75,150 460.6
BERELTER Shares converted into ordinary shares (57,915) (355.0) (17,235) (105.6)
RAA=t1H At 30 June - - 57915 355.0

RZZZRFERNAZTARAE  ARAITKEHME
HEABTEZAIARRBERERER S LR
I AR RREERREER A NERE
BHRHM 2 L C BRE -

h BELTAE-TER(ZFTEE
~ELToES AR TARRHELRDH
BARRARTFHE=+AE-FABATR
(CBFRF: —F=A-HE-FE- R
B -

20 —EBNFIHHFERE

FEREBAARBRZMBARET - ARRRE
RZEZRREBZAERAE - BENE=HNE
5£T(:§§£¢ CRERNEE=HIE)G

CARZERAFT - ABREERRBER
EW‘E)UT" RIREMAR MM - FIER—F

(ZZZREF : —F)ZNENETE -
FEBEFEEBZATERNRRNEERZER
HE -

B/\ 7 /\ﬁ/\ﬁ +E| %Mi/% EETEF@

2O REYEEMEMREENESLTEER
BYABMRES

21 HttRHERE

On 26 June 2006, the Company has completed the conversion of all of its
outstanding convertible cumulative preference shares into ordinary shares and the
listing of such convertible preference shares on the Hong Kong Stock Exchange and
Luxembourg Stock Exchange has been withdrawn accordingly.

During the year, 57,915 (2005: 17,235) convertible cumulative preference shares
were converted which resulted in the issue of 44,362,890 (2005: 13,202,010) ordinary
shares of the Company.

20 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
3.4% to 5.0 % (2005: 0.6% to 3.4%) per annum, repayable in full in December 2009
and have no rights of conversion into shares of the Company or any other body
corporate. The interest is repriced within one (2005: one) year.

The fair value of the Group's floating rate notes was approximately the carrying
amounts at the balance sheet date.

At 30 June 2006, except for the above floating rate note, the Group has no other
outstanding fixed or floating rate notes or convertible bonds.

21 Other Long Term Liabilities

& Group
LB BEE T E in HKS million 2006 2005
BBBAAE (W:E22) Finance lease obligations (Note 22) 570.0 642.6
Br(E Land premium 0.7 07
570.7 6433
158 EruEARLT —2TH/EAEEH



22 REHLRIE
REARASIEN T HSRERLRENT -

22 Finance Lease Obligations

B B SRR ATRE

Notes to the financial statements

Total minimum lease payments under finance lease and their present values are as

follows:
%8 Group
BVENZ  BRAREE LR
HemvBE FAZHEER MerE
Presentvalue Interest expenses
of minimum relating to Total minimum
LEEBETIE in HK$ million lease payments future periods lease payments
—ERRE 2006
&% Amounts payable
—FR Within 1 year 72,6 42.7 115.3
—FRERFA After 1 year but within 5 years 402.0 109.2 511.2
Lk After 5 years 168.0 7.9 175.9
—ERmE Total after 1 year 570.0 117.1 687.1
642.6 159.8 8024
—ZTRF 2005
&% Amounts payable
—FR Within 1 year 636 475 111
—FREREFA After 1 year but within 5 years 3554 1355 4909
hFk After 5 years 287.2 243 3115
— R Total after 1 year 6426 159.8 8024
706.2 2073 9135

MEBNREZERNEXREGFLE(ZZFZTR  The effective interest rate of the finance lease obligations is 7% (2005: 7%) per

F:LE)

annum.
23 R 23 Share Capital
2006 2005
&1 g B k1% B
(F&K) BEEET (FRR) BEEET
No. of shares No. of shares
(000) HKS million (000) HKS million
Yy Authorised
BREE-—T Shares of $1 each 5,400,000 5,400.0 4,500,000 45000
BEITRER Issued and fully paid
RtA—A At 1 July 3,683,153 3,683.2 3,299,901 3,299.9
17l Issue of shares
- REEE ~from placement - - 370,000 3700
— RETRRNHE ~ from exercise of options 4,192 4.1 50 0.1
AR 2EELR Convertible cumulative preference shares
B (fE19) conversion (Note 19) 44,363 444 13,202 132
BAAZTH At 30 June 3,731,708 3,731.7 3,683,153 3,683.2

Hang Lung Properties Limited Annual Report 2005/06 159



B mA M=

Notes to the financial statements

24 f#fE 24 Reserves
& Group ‘2 7] Company
(Z51) (&Z31)
. (restated) (restated)
LEEBETTE in HKS million 2006 2005 2006 2005
BRGEE Capital reserves
17 & (B Share premium
“tA—H At 1 July 15,497.5 11,5205 15,497.5 11,5205
BITRG Issue of shares 34.4 39770 344 39770
EERM R Employee share option benefits 9.6 = 9.6 =
VAV z et = At 30 June 15,541.5 154975 15,541.5 15497.5
REGEREMEL 2 ERRE Capital reserve on consolidation
mtA—A At 1 July
- FEERE ~ as previously reported 2753 2753 - =
— B HKFRS 3FTE & - opening adjustments arising from adoption of
ZENAE HKFRS 3 (275.3) - - -
— &5 - as restated - 2753 - -
EXREE #E Capital redemption reserve
®+A—H At 1 July 1,675.5 1,559.5 1,675.5 1,559.5
R R 2EELR Conversion of convertible cumulative preference shares 390.0 116.0 390.0 116.0
RAA=1H At30 June 2,065.5 1,675.5 2,065.5 16755
ERZBRE Exchange fluctuation reserve
RtA—H At 1 July 138 138 - -
BEEINGE A RIRIE Exchange difference arising from translation of
PEEERZ5E overseas subsidiaries 73 = - =
RAA=1H At 30 June 21.1 138 - -
TRREBEELR2RADS Equity component of convertible cumulative
preference shares
RtA—H At 1 July
- LFERE - as previously reported - = = =
—EFAMHKAS 32FTEE 2 - prior period adjustments arising from adoption of
Al 23 HKAS 32 794 103.0 79.4 1030
- &7 - as restated 79.4 103.0 79.4 1030
BHRARREBELR Conversion of convertible cumulative preference shares (79.4) (236) (79.4) (236)
RAA=1H At30 June - 794 - 794
EERDHERE Employee share-based compensation reserve
RtA—-H At T July
- LFERE - as previously reported - = = =
—EEMHKFRS 2FEE 2 - prior period adjustments arising from adoption of
RIEAE HKFRS 2 36.9 40 36.9 40
- &7 - as restated 36.9 40 36.9 40
EEREEZR Employee share-based payment expenses 20.8 329 20.8 329
BERERNEE Transfer to share premium (9.6) = (9.6) =
WAA=1H At30June 48.1 369 48.1 369
17,676.2 17,5784 17,655.1 17,2893
RE A Retained profits
RtA—-AH At 1 July
- LFERE ~ as previously reported 19,063.6 13,786.0 6,512.3 6,594.5
—EEMHKFRS 2FEE 2 — prior period adjustments arising from adoption of
FIEGEEES HKFRS 2 (36.9) (4.0) (36.9) (4.0)
— &7 ‘ - as restated 19,026.7 13,7820 6,475.4 6,590.5
~BERMUATRIBFESE 2 - opening adjustment arising from adoption of
FMAE
HKAS 39 HKAS 39 (20.8) - - -
HKFRS 3 HKFRS 3 2753 = - =
19,281.2 13,782.0 6,475.4 6,590.5
AEZHEF] Net profit for the year 4,402.6 68125 1,417.0 14527
EFEERBRE Final dividend in respect of previous year (1,363.8) (1,089.0) (1,363.8) (1,089.0)
AEERHRE Interim dividend in respect of current year (481.7) (4788) (481.7) (4788)
RAA=Z1H At 30 June 21,8383 19,026.7 6,046.9 64754
39,5145 36,605.1 23,702.0 23,7647
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24 Reserves (Continued)
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£EG

RN )

(restated)

WEBEETTE in HKS million 2006 2005
RERFBRE : Statement of retained profits:

SERA Group companies 21,3440 18,594.7

VNG Jointly controlled entities 4943 4320

21,838.3 19,026.7

EhaBEIREABLORFREBEZAED X
BEELARANEH) EN+NZHEREN+TNKE
E-ELEDRAEREREBIINBRRANY
BRETZELZRE - BWMME 1ML - B8
BHfEREREEREERNRRTEZRND

gz nFE-

RZZZREFRAA=Z1TH  RRAAHD K TR
R RBESRBRNTEETREATEL(Z

The application of the share premium account and capital redemption reserve are
governed by Section 48B and Section 49 of the Hong Kong Companies Ordinance
respectively. The exchange fluctuation 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(x).

ZZLRFEN - ATOELTEANTET)

25 DEREERS

25 Minority Interests

The aggregate amount of the Company’s reserves available for distribution to
shareholders at 30 June 2006 was $6,046.9 million (2005 restated: $6,475.4 million).

%8 Group
LOBREE T E in HKS million 2006 2005
RtA—H At 1 July 966.6 934.7
KEEDYRREREML R Profit attributable to minority interests for the year 171.0 2717
ERVERERE Dividend paid to minority interests - (50.0)
EBRTPHRRNIE Repayment to minority interests (94.7) (189.8)
WAA=+H At 30 June 1,042.9 966.6
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26 GEREFRERMEE
a. RAKBEE ES

26 Notes to the Consolidated Cash Flow Statement

a. Cash generated from operations

(E5)
(restated)
LB BETE in HKS million 2006 2005
BREL AR A Profit before taxation 5,576.6 8,666.8
HE: Adjustments for:
FIEWA Interest income (253.1) (105.5)
BEMNER Finance lease charges 47.5 516
ARZERERRE Dividend on convertible cumulative preference shares 17.2 275
FIEREMEEE S Interest and other ancillary borrowing costs 351.1 1766
e Depreciation 42 33
HEBTEE R Profit on disposal of fixed assets (0.1) =
BEME 2 N EEEM Increase in fair value of investment properties (3,438.2) (5,402.9)
EEAE AR Share of profits of jointly controlled entities (90.3) (1183)
EEREER Employee share-based payment expenses 20.8 329
FERLD Decrease in inventories 440.7 8394
FEMEE R E R R (3En) /SR (Increase)/Decrease in trade and other receivables (310.6) 1,076.1
ENRRESER CRA)/Em (Decrease)/Increase in creditors and accrued expenses (102.4) 618
Bleize 2 Em Increase in deposits received 85.4 554
FENEESEINGE eV Decrease in amounts due to fellow subsidiaries (32.2) (156)
KEREEK B E Cash generated from operations 2,316.6 5349.1
b. RERELZEY b. Cash and cash equivalents
LB BE TR in HKS million 2006 2005
BAEEEBBRNRE RETER Cash and deposits with banks in the consolidated balance sheet 5,983.6 3,058
B R=ERBIEORITER Less: Bank deposits with maturity greater than three months (699.5) (699.5)
BEBeRERNRERREEEN Cash and cash equivalents in the consolidated cash flow statement 5,284.1 2,506.3

FREEREBERZBE RRITHEREMHME

FHEC FMERBERMMBHER —F(
Fi—F)IZRAEHETE °

Cash and deposits with banks in the consolidated balance sheet are interest bearing

ZZZTH  at market rates. The interest rates are repriced within one (2005: one) year based on

prevailing market rates.

162 fERupEERAT —EE2H/EAEER



B B SRR ATRE

Notes to the financial statements

27 HAREE 27 Contingent Liabilities
RANA=ZTHEZHREBENT : At 30 June, contingent liabilities were as follows:
A 8] Company
WEBBETITE in HKS million 2006 2005
HAESZRITEEMREZER Guarantees given to banks to secure credit facilities 10,039.9 5714.1
28 &I 28 Commitments
a. RANAZ+THRHARBMBRERBHE 2EREK  a.  At30June, capital commitments not provided for in the financial statements
U were as follows:
%@ Group
WEBEETTE in HKS million 2006 2005
BEN Contracted for 961.6 546.1
EREBHNAREN Authorised but not contracted for 2,976.4 29312
3,938.0 34773

LA EREASEERAMEREXBESD The above commitments include those in respect of the Group’s expansion of its
P30 2 (B T 2 7 o property investment operations into various cities in mainland China.

b. REERBETFARERTNAIMEEEELD b, The Group leases certain properties under non-cancellable operating leases
MRETYE - ETHHREZ2ZENMERAME  expiring within ten years. Certain leases include contingent rentals calculated with
ELZHAEE c RANA=ZTH » RRZDENZ  reference to revenue from the properties. At 30 June, total future minimum lease

He@EmT payments were as follows:
%8 Group
LUEREE T E in HKS million 2006 2005
—FR Within 1 year 783 759
—FRERFA After 1 year but within 5 years 3229 317.1
TEk After 5 years 51.2 1300
452.4 5230
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29 EERF

a. BHKEFN
AREEAREERRUAERHFRAEE - &
AETZEERBUREAZEREEESLE
B BAKEZEEDHRE

BELMEENEREZEAFEZETAN LY
FoERBOLERBFEEE - ERENT2
BESASBEHRFAR N ZE - RERERZH
FOBAGTEES 2RHER - AEBARTHE
HKFHERRETARBEEESZRERAES
RERRP « RNEBE R KRz HFR DB M
BEEANREEIL AT BRI HEK - REE
REERAZEFRERS—TANEBEL(ZTEHR
F-TOBR+HER) MBEARBEZREK
KRR RALTEL(ZETRE A +8
TT) o REAEE 2 RRBFGEEGX - A&EE
RENZEFBERRA-_A(ZTZRF: =
B)REITBRABMXMNN-_E-+BL(=FF
hF: ZBNTEL)ERIfK -

—REREEBRNEAESHE ([RESF
2 )EMYL  URM—BIRBEBZLN - &
TREEDHZEBZEABHMUA(LERS
“ET)ZEDZ AR BEIEHRRK - AREZ
HRezHRNERERNER ZRFLI AER
HitBlM RE#ED - ARERAFEAFELZ
BESHRLEAB=TET(ZETRF:
—BAET) -

MR AEE ZRKREFET—AER RN BRES
RGBSR KT 8 (B SRRINGTEI ) - B
EARGEEBBESH B CKEEBMAR - M
BEA-RAMEZE2EBERAFELRES

Bk

ARREREARLNE (THE]) LETEEE
Bz MEAR - BiE BT BEE BT E
ZERBHME B ([ BERKEHMETE]) 28 -
ZETEMBARMBAELE—RE - iRE
BYXHeRZXEANL - MFBRKEME
SMERHEFUMERERARENES - MPREEHT
BT RN AR Z S o BB A B 2 P A R A8 2K
BRZBEZERARBMER - ZETEME LA
RAFREAERZEFBRELANBEATEL(Z
ZZRF EOARTET) °
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29 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 $16.0 million (2005: $14.5 million) and
forfeited sums credited to reserves amounted to $0.5 million (2005: $0.5 million).
Total contributions made by the Group for the year included a special contribution
of $2.2 million (2005: $2.8 million) made in respect of 2 (2005: 2) senior executives in
accordance with the provisions of the Group’s retirement scheme.

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 $1.3 million (2005: $1.0
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.

Staff in the Company’s subsidiaries operating in Shanghai, 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 $4.9 million (2005: $4.6 million).
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b. BRHWHEER
ARAR-_FE_F+-A-_+tARI DK
MEETE - LA B BEREARRESR(ES
BIAKREAL (BRAEEAEARARZE
E)RTROBERB RGN o B BT
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29 Employee Benefits (Continued)

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.

B B SRR ATRE

Notes to the financial statements

The movements of share options during the year are as follows:

HEHE

Number of share options

R-TTRE RoFTAE
+tA—H FREH ER ~NA=TH R fn H4E 18
mARBITE 2 FRRH EHITE FRER AT it 5 21T H (B7)
Qutstanding  Reclassified Granted Exercised Lapsed Outstanding Period during Exercise
on 1July during during during during on 30 June which options price
2005 the year" the year the year the year 2006 Date granted are exercisable (HKS)
£ £ Directors 18,694,000 2,422,000 - (3,239,000) = 17,877,000 20/05/2004 20/05/2005- 9.20
19/05/2014
= - 1,000,000 = = 1,000,000 01/09/2005 01/09/2006- 12.35
31/08/2015
E& Employees 10,267,000  (2,422,000) = (953,000)  (247,000) 6,645,000 20/05/2004 20/05/2005- 9.20
19/05/2014
400,000 = = = = 400,000 03/05/2005 03/05/2006- 11.85
02/05/2015
= = 400,000 = = 400,000 01/09/2005 01/09/2006- 12.35
31/08/2015
= = 306,000 = = 306,000 01/11/2005 01/11/2006- 1140
31/10/2015
@5t Total 29,361,000 - 1,706000  (4,192,000)  (247,000) 26,628,000
*WHFEAMEERAREREMESE 2 RHD R *These represented the options of two directors of HLP promoted during the year
Hang Lung Properties Limited Annual Report 2005/06 165



B mA M=

Notes to the financial statements

29 EEER &)
b. BROEEEF &

IR

ek

29 Employee Benefits (Continued)

b. Equity compensation benefits (Continued)
1. EAREITERMDAESE REE@EMETY 1. Movements in the number of share options outstanding and their related

TEEZEHNAT - weighted average exercise prices are as follows:
2006 2005
IEFHTHEE EFHTEE
() TR 13 ERHEER B (T M fn 2B
Weighted average Weighted average
exercise price Number of exercise price Number of
(HKS) options (HKS) options
RtEA—RERETE Outstanding at 1 July 9.24 29,361,000 920 29,561,000
[RE Granted 12.18 1,706,000 11.85 400,000
BARATE Exercised 9.20 (4,192,000) 9.20 (50,000)
BRM Lapsed 9.20 (247,000) 9.20 (550,000)
RAA=THRRBITE Outstanding at 30 June 9.43 26,628,000 9.24 29,361,000
RAR=THRA T Exercisable at 30 June 9.22 12,361,000 920 7240250

RERTEZ D PETEE B Z inEFHRE

BT A/MI(ZZZRF : +—7T—MA)°  theyearwas$12.28 (2005: $11.10).

The weighted average share price at the dates of exercise for shares options during

2. AEREHARITERNBEZRBEHFS 2 Share options outstanding at the end of the year have the following remaining

RITHEBHAT contractual lives and exercise prices:
2006 2005

Filloxarokai FHANES
(F) i EREZ B (F) i HEE A

Remaining Remaining
contractual life Number of contractual life Number of
(years) options (years) options

1718 Exercise price

$9.20 79 24,522,000 89 28,961,000
$1140 9.3 306,000 = =
$11.85 8.8 400,000 98 400,000
$12.35 9.2 1,400,000 - -
RNAZ T BERFETE Outstanding at 30 June 8.0 26,628,000 89 29,361,000
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29 Employee Benefits (Continued)

b. Equity compensation benefits (Continued)

3. The weighted average value per share option granted during the year estimated
at the date of grant using a Black-Scholes pricing model was $3. The weighted
average assumptions used are as follows:

RIAT B i 2 Rt R

Share options granted on

“STREFAA-R —FEEFT-A-A

1 September 2005 1 November 2005
REAHZRE Share price at grant date §12.35 $11.25
1B Exercise price §12.35 $1140
1 3 B 2 Risk-free interest rate 4% 4%
HHEREDR(F) Expected life (in years) 6 6
IR Volatility 03 03
BHERRE Expected dividend per share $040 5040

REMREDRZ BEEEENE  DERE
it B — NS AREZAH ST AL B
BERBEREBERETE - EX8 AR B
RAHATEGHEREAVE -

e

30 BEALETRS

FEBEZ -HRANBLRAIRER L2 ME
—ERES  AARAZMEBRAIIAERE
REAKRE RIZFEXRFANA=ZTRZHRER
“BZTNERTERL(ZTZAF : R T
ZENTET) -

TEEEEMS N ESRE

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.

30 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 project in
Shanghai. The amount outstanding at 30 June 2006 was $228.6 million (2005: $260.8
million).

Key management compensation has been disclosed in note 5.
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31 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.

1. Interest rate risk

The Group's interest rate risk arises from cash and deposits with banks and
borrowings. 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.

The interest rates of interest-bearing financial assets and liabilities and repricing/
maturity dates are disclosed in notes 18, 20, 22 and 26(b).

2. 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.

3. Creditrisk

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.

4. Currency risk

Currency risk arises when recognised assets and liabilities are denominated

in a currency that is not the Group’s functional currency. 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.

5. Fairvalue
Unlisted investments for which their fair values cannot be reliably measured are
stated at cost.

The fair values of receivables, payables, cash and deposits with banks, bank loans and
floating rate notes are considered to approximate their carrying amounts.
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32 Significant Accounting Estimates and Judgments

Key sources of estimation uncertainty

Note 29 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
total 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.

2. 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.

33 Ultimate Holding Company

The ultimate holding company is Hang Lung Group Limited, a company
incorporated in Hong Kong.

34 Comparative Figures

Certain comparative figures have been re-classified due to the changes in
accounting policies, details of which are set out in note 2.

35 Approval of Financial Statements

The financial statements were approved and authorised for issue by the Board of
Directors on 21 August 2006.
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36 Principal Subsidiaries

R-ZZEXRFEARA=ZTA At 30 June 2006
BEITRA SEATEER NGl ‘
() BAX BRANEK 57 BRIPEES
Issued Held by Held by Place of
YN Share Capital The Group The Company Incorporation
Company (HKS) % % Activity and Operations
Antonis Limited” 10,000 100 100 nERE BB
Property leasing Hong Kong
AP City Limited 2 100 - NEBE 305
Property leasing Hong Kong
AP Joy Limited 2 100 - NEBR &%
Property development Hong Kong
AP Properties Limited MEER BB
[A] B 34 100 - Property development Hong Kong
‘A'shares
[BJ & 6 - -
'B'shares
AP Star Limited* 2 100 - R E B
Investment holding Hong Kong
AP Success Limited 2 100 - MERE B
Property leasing Hong Kong
AP Universal Limited* 2 100 - MERE BB
Property leasing Hong Kong
AP Win Limited” 1,000,000 100 = MERE BB
Property leasing Hong Kong
AP World Limited 2 100 100 NELER BA
Property development Hong Kong
Bonna Estates Company Limited 1,000,000 100 100 MERE &%
Property leasing Hong Kong
EBRERRRE" 4,000,000 100 = NERE )
Caddo Enterprises, Limited* Property leasing Hong Kong
RERBERAR" 2 100 - nERE BA
Carmana Limited” Property leasing Hong Kong
Cititop Limited 2 100 - NEBR &%
Property development Hong Kong
BHERER AT iR E &%
Country Bond Development Limited Investment holding Hong Kong
[A] Bk 990 79.8 -
‘N'shares
[B] A& 1 100 -
'B'share
Dokay Limited* 2 100 - NERE &%
Property leasing Hong Kong
REEEERAR 2 100 = EREE £
Easegood Enterprises Limited Investment holding Hong Kong
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36 TEMB LR 36 Principal Subsidiaries (Continued)
BETRA SEfAER R
(ET) BAX BRANK 7% BRINEES ]
Issued Held by Held by Place of
NG Share Capital The Group The Company Incorporation
Company (HKS) % % Activity and Operations
Fu Yik Company Limited* 3 100 - MERE £
Property leasing Hong Kong
EXBRDA" 2 100 100 EREE B
Gala Ruby Limited™ Investment holding Hong Kong
Gowily Limited 2 100 - MERE B
Property leasing Hong Kong
Grand Centre Limited 4 100 - MERE B
Property leasing Hong Kong
Grand Hotel Group Limited 10,200 100 - RBEAEEEERER &
Apartment operating & Hong Kong
management
BREEESEERAR ERIRE B
Grand Hotel Holdings Limited Investment holding Hong Kong
Al B 62,163,123 100 -
‘A'shares
[B] & 6,000,000 100 -
'B'shares
Hang Chui Company Limited 2 100 - MERE B
Property leasing Hong Kong
Hang Far Company Limited* 2 100 - ERiRE B
Investment holding Hong Kong
BRER A 200 100 - NEEE BE
Hang Fine Company Limited Property leasing Hong Kong
Hang Kwok Company Limited* 10,000 100 - MERE E
Property leasing Hong Kong
Hang Lick Company Limited* 10,000 100 - WERE Bk
Property leasing Hong Kong
B (TR ERRA 10,000 100 100 ERRG EE
Hang Lung (Administration) Limited Management services Hong Kong
B (ER)BERAA 1 100 - ERRE BB
Hang Lung (Jinan) Limited Investment holding Hong Kong
Hang Lung Park-In Limited 2 100 - WERE Bk
Property leasing Hong Kong
BEIRREARAA" 10,000 100 100 NEERRBRER Ek
Hang Lung Project Management Limited” Project management Hong Kong
BENZERFRAA" 100,000 100 - NEER Ek
Hang Lung Property Management Limited” Property management Hong Kong
BEnEREERAA" 2 100 100 MERRE E
Hang Lung Real Estate Agency Limited™ Property agencies Hong Kong
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36 TEME DT

AR

36 Principal Subsidiaries (Continued)

BETRA EEMh R NGl
(&) BAX BRANEK 57 ERiPEE SRS
Issued Held by Held by Place of
YN Share Capital The Group The Company Incorporation
Company (HKS) % % Activity and Operations
B &%) AR E 2 100 = EREE BB
Hang Lung (Shenyang) Limited Investment holding Hong Kong
B (R2)ERRE 2 100 = EREE &
Hang Lung (Tianjin) Limited Investment holding Hong Kong
EEME(FE)ERAR 2 100 100 EREE &%
HLP (China) Limited Investment holding Hong Kong
BEMEREERDA 2 100 100 B £
HLP Treasury Limited Financial services Hong Kong
HLP Treasury Services Limited* 2 100 - iR E 0
Investment holding Hong Kong
Hoi Sang Limited* 2 100 - iR E &%
Investment holding Hong Kong
Levington Limited* 8 100 100 0 EBERRES
Financial services British Virgin Islands
REARRF" 1,000,002 100 - VES GG
Lockoo Limited* Property development Hong Kong
Magic Modern International Limited* 1 100 100 BE& N
Advertising Hong Kong
Mansita Limited* 2 100 - MERE B
Property leasing Hong Kong
Modalton Limited 2 100 - MERE B
Property leasing Hong Kong
Monafat Limited* 2 100 - MERE B
Property leasing Hong Kong
Ottringham Limited* 20 100 - MERE B
Property leasing Hong Kong
Palex Limited* 2 100 - MERE B
Property leasing Hong Kong
Pocaliton Limited 2 100 - MERE 5
Property leasing Hong Kong
Rago Star Limited 2 100 - MERE )
Property leasing Hong Kong
Rioloy Limited 2 100 - NERE &%
Property leasing Hong Kong
Ronhero Limited* 2 100 - MERE £
Property leasing Hong Kong
IWRERBERRAR" 295,026,798 100 - NEER PEARKME
Shandong Hang Lung Properties Ltd* Property development The People's
Republic of China
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36 Principal Subsidiaries (Continued)

B SRR ATRE

Notes to the financial statements

BEIRA SEfAER NGl
(ET) BAX BRANK 7% Rl 3k
Issued Held by Held by Place of
NG Share Capital The Group The Company Incorporation
Company (HKS) % % Activity and Operations
EGEREEARAR 751,822,110 100 - NEZR PEARANE
Shenyang Hang Lung Properties Ltd* Property development The People’s
Republic of China
Stooket Limited 2 100 100 NERE &
Property leasing Hong Kong
Tegraton Limited 2 100 - MERE e
Property leasing Hong Kong
BHEXBRAR" 100,000 100 - NEEE B
Wai Luen Investment Company, Limited* Property leasing Hong Kong
Wililoy Limited® 2 100 = NEHRE &
Property leasing Hong Kong
Yangli Limited” 2 100 - NEBRE B
Property leasing Hong Kong
Zarat Limited* 2 100 - WERE N
Property leasing Hong Kong

BRIF-EN SEAEER DR
(%) AR BRANk 7% k&
Registered Held by Held by Place of
FEAREMBEFNEELE Capital The Group The Company Incorporation
Equity Joint Venture in The People’s Republic of China (USS) % % Activity and Operations
HEEARHEREERLA 167,004,736 82 - WEERREE REARLAME
Shanghai Hang Bond Property Property development The People's
Development Co, Ltd. &leasing Republic of China
LEEERMEREERDA 165,000,000 06.3* = NEERREE REARLAE
Shanghai Kong Hui Property Property development The People’s
Development Co, Ltd. &leasing Republic of China

*EREBREMEENER
PEMAA

TREARERGEMBARNEXRIMERENE IS

(PR i

ERIGHEZRRAEARBEZENNEERE

AXEBZEEMBRR -

*Not audited by KPMG

" Registered Capital

directly or indirectly by the subsidiary

* Represents the Group's attributable interest in the commercial portion of the properties held either

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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37 8 AT 37 Jointly Controlled Entities
R-ZZEXFEAA=ZTA At 30 June 2006
BEITRA SEPMEHEE AEFE
(&) BAX BRANEK £ GRSk
Issued Held by Held by Place of
YN Share Capital The Group The Company Incorporation
Company (HKS) % % Activity and Operations
BRCEERAF 5,000,000 368 = EREE BB
Country Link Enterprises Limited Investment holding Hong Kong
REERERAR EREE &
Ease Smart Development Limited Investment holding Hong Kong
Al & 1 - -
‘A'share
[BJ & 1 100 -
‘B'share
ERERARAT) 3 333 - NEBE B
Star Play Development Limited* Property leasing Hong Kong
*REEERETMEBERZ * Not audited by KPMG
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