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The directors have pleasure in submitting their report together with the
audited Financial Statements for the year ended 30 June 2007

Principal Activities

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

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

Principal Subsidiaries and Jointly Controlled Entities

A list of principal subsidiaries and jointly controlled entities, together with
their places of operations and incorporation and particulars of their issued
share capital/registered capital, is set out in Notes 34 and 35 on the
Financial Statements.

Financial Results

The profit of the Group for the year ended 30 June 2007, and the state
of affairs of the Company and of the Group at that date are set out in the
Financial Statements on pages 132 to 190.

Ten-year Financial Summary

A summary of the results and of the assets and liabilities of the Group for
the last ten financial years is set out on page 191 of the annual report.

Dividends

The directors now recommend a final dividend of 43 cents per share
which, together with the interim dividend of 13 cents per share paid on
20 April 2007 makes a total of 56 cents per share in respect of the year
ended 30 June 2007 The proposed final dividend, if approved by the
shareholders at the Annual General Meeting on 5 November 2007, will be
paid on 23 November 2007 to shareholders whose names appear on the
Register of Members on 2 November 2007.
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Major Suppliers and Customers

During the year, both the percentage of purchases attributable to the
Group's b largest suppliers combined and the percentage of turnover

or sales attributable to the Group's 5 largest customers combined were
less than 30% of the total purchases and turnover or sales of the Group
respectively.

Reserves

Movements in the reserves of the Company and of the Group during the
year are set out in Note 21 on the Financial Statements.

Donations

Donations made by the Group during the year amounted to HK$6.3 million
(2006: HK$6.0 million).

Fixed Assets

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

Bank Loans

Particulars of bank loans of the Group as at 30 June 2007 are set out in
Note 17 on the Financial Statements.

Borrowing Costs Capitalisation

Borrowing costs capitalised by the Group during the year amounted to
HK$139.4 million (2006: HK$60.6 million).

Major Group Properties

Details of major properties of the Group as at 30 June 2007 are set out on
pages 56 to 61 of the annual report.
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Share Capital

During the year, the issued and fully paid share capital was increased

by an issue of 1,237000 (2006: 4,192,000) shares of HK$1.00 each as a
result of the exercise of share options under the Company's share option
scheme.

On 7 November 2006, Hang Lung Group Limited (‘"HLG’), the controlling
shareholder of the Company and the Company entered into a placing
and subscription agreement (the 'Placing Agreement’). Under the Placing
Agreement, HLG procured the sale of 410,000,000 existing shares of
HK$1.00 each in the share capital of the Company at a price of HK$16.30
per share (the ‘Placing Price’) and HLG subsequently subscribed from
the Company for 410,000,000 new shares at HK$16.30 per share, being
the same as the Placing Price. The placees were institutional investors
who were not connected persons of the Company. The closing price of
the share in the Company as quoted on The Stock Exchange of Hong
Kong Limited on 6 November 2006 was HK$17.72. Net proceeds raised
by the Company amounted to about HK$6.5 billion and were to be used
for the Company's core property development and investment activities,
particularly in mainland China.

Details of movements in share capital of the Company during the year are
set out in Note 20 on the Financial Statements.
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Directors

The directors of the Company as at the date of this report are as follows
and their brief biographical details are set out on pages 107 to 111 of the
annual report. Details of their remuneration are set out in Note 4 on the

FEPUIFA © Financial Statements.
BIARQT]
= vd i
(%5t
Length of
FER Directorship
HiE i) Name Position Held Age (in years)
FRER SR *E Ronnie C. Chan Chairman 57 21
BB BIEfE S.S.Yin Vice Chairman 76 27
(B IERITESR) (Independent Non-Executive
Director)
REER EEBKE Nelson W.L. Yuen Managing Director 56 21
JoRES L B IEMITES Ronald J. Arculli Independent Non-Executive 68 27
Director
Ly ] B IEMITESE H.K. Cheng Independent Non-Executive 80 14
Director
FREENG B IEMITES Laura L.Y. Chen Independent Non-Executive 59 10
Director
FIRE BN IEMITES PW. Liu Independent Non-Executive 59 9
Director
RtT HITES Terry S. Ng Executive Director 47 6
= {RE WITES William PY. Ko Executive Director 48 2
hE=s WITES EstellaY.K. Ng Executive Director 50 2
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In accordance with Articles 103, 104 and 118 of the Company'’s Articles
of Association, Mr Ronnie C. Chan, Mr William PY. Ko and Mr Terry S.
Ng retire from the Board by rotation at the forthcoming Annual General
Meeting and, being eligible, offer themselves for re-election.
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Directors’ Service Contracts

The appointments of independent non-executive directors are for specific
terms (not exceeding 3 years) which coincide with their expected dates of
retirement by rotation in accordance with the provisions of the Company’s
Articles of Association. The executive directors do not have any service
contract with the Company which is not determinable within one year
without payment of compensation (other than statutory compensation).

No director proposed for re-election at the forthcoming Annual General
Meeting has a service contract with the Company, its holding company or
any of their subsidiaries which is not determinable within one year without
payment of compensation (other than statutory compensation).

Directors’ Interests in Contracts

No contract of significance to which the Company, its holding company
or any of their subsidiaries was a party, and in which a director of the
Company was materially interested, whether directly or indirectly,
subsisted at any time during the year or at the end of the year.

Directors’ Interests in Competing Business

During the year, no director has been interested in any business apart
from the Company'’s business, which competes or is likely to compete,
either directly or indirectly, with the Company’s business which is required
to be disclosed pursuant to the Listing Rules.
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Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

As at 30 June 2007 the interests or short positions of each of the
directors in the shares, underlying shares and debentures of the Company
and its associated corporations which were required to be notified to

the Company and The Stock Exchange of Hong Kong Limited pursuant

to Part XV of the Securities and Futures Ordinance ('SFQ’) or pursuant

to the Model Code for Securities Transactions by Directors of Listed
Companies or which were recorded in the register required to be kept by
the Company under Section 352 of the SFO are as follows:

NG| BEEEARAR
The Company Hang Lung Group Limited

RTfEZ KTEZ
10 A R in EnE

(HsE1) (MsE2)
Share Share
SREBEEE—T2RH Options ~ HREESE—T2RH Options
Shares Outstanding Shares Outstanding
of HK$1.00 each (Note 1) of HK$1.00 each (Note 2)

B TR BETRA

Rt ZBERH RirEE Rl ZBEDH BingE
Interests % of Issued No. of Interests % of Issued No. of
=Y gk Name of Directors  Capacity in Shares Capital Shares in Shares Capital Shares
BRENR A Ronnie C. Chan Personal — — 7090,000 — — 11,790,000
BuE  — $.S.Yin - - — — — — —
=ER A Nelson W.L. Yuen Personal — — 12,926,000 — — 8,000,000
BfEE E%HAE  Ronald J. Arcull Beneficial owner 724,346 0.02 — 1,089,975 0.08 —

AREE & interest of
HEER controlled
corporation

EE L] — H.K. Cheng = — — — — _ _
[y — Laura L.Y. Chen — — — — — — =
EE 5B PW. Liu Family 70,000 — = — — —
RE EA Terry S. Ng Personal — — 6,539,000 — — 4,338,000
=i BA William PY. Ko Personal - — 5,530,000 — — 1,024,000
ik =3 A EstellaY.K. Ng Personal — — 3,292,000 — — 1,081,000
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BEEA Note 1
&5 BRHEAR 2L
No. of Option Shares

BRATEE &1 BR#EE

() 1T HA i FRRE mn

& B E Exercise Price Period during 1/7/2006 Granted 30/6/2007

Date per Share which options As at during As at

i Name Granted (HK$) exercisable 1/7/2006 the year 30/6/2007

PREUR Ronnie C. Chan 20/5/2004 $9.20 20/5/2005 to 5,090,000 - 5,090,000
19/5/2014*

20/11/2006 $1714 20/11/2007 to - 2,000,000 2,000,000
19/11/2016*

RER NelsonW.L. Yuen 20/5/2004 $9.20 20/5/2005 to 7.126,000 - 7.126,000
19/5/2014*

20/11/2006 $1714 20/11/2007 to - 5,800,000 5,800,000
19/11/2016*

R+ Terry S.Ng 20/5/2004 $9.20 20/5/2005 to 3,239,000 - 3,239,000
19/5/2014*

20/11/2006 $1714 20/11/2007 to - 3,300,000 3,300,000
19/11/2016*

=i{EiE  Wiliam PY. Ko 20/5/2004 $9.20 20/5/2005 to 1,330,000 - 1,330,000
19/5/2014*

1/9/2005 $12.35 1/9/2006 to 500,000 - 500,000
31/8/2015*

20/11/2006 $1714 20/11/2007 to - 3,700,000 3,700,000
19/11/2016*

hE=E Estella YK. Ng 20/5/2004 $9.20 20/5/2005 to 1,092,000 - 1,092,000
19/5/2014*

1/9/2005 $12.35 1/9/2006 to 500,000 - 500,000
31/8/2015*

20/11/2006 $1714 20/11/2007 to - 1,700,000 1,700,000
19/11/2016*

* ZERGERETIREARRZRN BT ERTE
MES - GRAHED D IMEATTEE - BTN
—t+HRATEEEESZ=1TA
Zt+HRATEE_EAE sz th —TT+FAHA
—+BERATEE=EESZ=TH MRZTTNF
FAZTHRBATER T 2B 2=+ H - MEERH
HEZITEPER —E—NERATNABER -

* These share options were granted to the named directors under the Share Option Scheme of
the Company, exercisable in 4 tranches, i.e. the first 256% from 20 May 2005, the second 25%
from 20 May 2006, the third 256% from 20 May 2007 and the balance 25% from 20 May 2008,
all expiring on 19 May 2014.

SR MR TDRIEA R E 2 R R 8 T bt
B - BEMETNOOMITE IR _FFRFHLA—
PREATEEEES 2 th —TTLFNA—HE
ATEE_EEsz —tH T N\FLA—HEF
TEEZEASZ-1+Th AR-ZZETAFAA—HE
ATESR T ZAD 2 =+ - MEERRG PEZITES
HBR=ZE—RAFNA=+—HEm

*+ These share options were granted to the named directors under the Share Option Scheme of
the Company, exercisable in 4 tranches, i.e. the first 25% from 1 September 2006, the second
25% from 1 September 2007, the third 25% from 1 September 2008 and the balance 25%
from 1 September 2009, all expiring on 31 August 2015.

* RS B RIBA AT 2 R SRR B T Lt
E= - ARMEAONESTE AR -_F2LF+—A
—tTREATEEEES 2T ZEENFT A=+
BRAMTET—@Es 2=+ —FFNAF+—-A=+
HEAMTET @RS 2=+ ARZE—FF+—H
T HBATRHBTZAESZM T - 2Rk ks
TEABR =T —RFt—A+hAEW

# These share options were granted to the named directors under the Share Option Scheme
of the Company, exercisable in 4 tranches, i.e. the first 10% from 20 November 2007, the next
20% from 20 November 2008, the next 30% from 20 November 2009 and the balance 40%
from 20 November 2010, all expiring on 19 November 2016.
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&5 BRREAR B
No. of Option Shares
FREL/
BRRATHEE (17f8)

(B R EIRETTEER i Granted/ i

&t B E Exercise Price Period during 1/7/2006 (Exercised) 30/6/2007

Date per Share which options As at during As at

iz Name Granted (HKS) exercisable 1/7/2006 the year 30/6/2007

FRES R Ronnie C. Chan 20/5/2004 $9.45 20/5/2005 to 5,090,000 - 5,090,000
19/5/2014*

20/11/2006 $20.52 20/11/2007 to - 6,700,000 6,700,000
19/11/2016%

RER Nelson W.L. Yuen 24/2/2000 $6.12 24/2/2001 to 2,500,000 - 2,500,000
23/2/2010*

20/5/2004 $9.45 20/5/2005 to 3,000,000 - 3,000,000
19/5/2014*

20/11/2006 $20.52 20/11/2007 to - 2,500,000 2,500,000
19/11/2016*

R+t Terry S.Ng 1/11/2001 $5.87 1/11/2002 to 1,250,000 - 1,250,000
31/10/2011#

20/5/2004 $9.45 20/5/2005 to 1,388,000 - 1,388,000
19/5/2014*

20/11/2006 $20.52 20/11/2007 to - 1,700,000 1,700,000
19/11/2016*

={EiEE  Wiliam PY. Ko 24/2/2000 $6.12 24/2/2001 to 230,000 (200,000) 30,000
23/2/2010%

20/5/2004 $9.45 20/5/2005 to 494,000 - 494,000
19/5/2014*

20/11/2006 $20.52 20/11/2007 to - 500,000 500,000
19/11/2016*

hE=s EstellaY.K. Ng 12/5/2004 $10.17 12/5/2005 to 500,000 (500,000) =
11/5/2014#

20/5/2004 $9.45 20/5/2005 to 324,000 (243,000) 81,000
19/5/2014*

20/11/2006 $20.52 20/11/2007 to - 1,000,000 1,000,000
19/11/2016%

* ZERMEEREEREEBR AR ZIRGEIESE  * These share options were granted to the named directors under the Share Option Scheme
ERT LulES - BRI DM : MR Z-FZ  of Hang Lung Group Limited, exercisable in 4 tranches, i.e. the first 25% from 20 May 2005,
AFERAZtHARBAITFEEREE 2=+ F - 7N the second 25% from 20 May 2006, the third 25% from 20 May 2007 and the balance 25%
FRAZTHERBAMEE_FAEs»2=+F =TT+ from 20 May 2008, all expiring on 19 May 2014.
FRAZTHRATEE=EAE 2= +H  UER=ZF

TNFREAZTRARAMTER T 2ADZ=1TH W2

AR Bl 2 (TSR =T — U ER A+ B ER °

ZERMOEBEDBREREEBEGR AT ZRMHEAE  * These share options were granted to the named directors under the Share Option Scheme of
TEE T LllESE - GABMETHEREZESBE21T®  Hang Lung Group Limited, all of which are now exercisable until their respective expiry dates.
HRIEMATTTE ©

ok *

A ZERMBEDRZBEESEERATZRMEIESTT 2 These share options were granted to the named directors under the Share Option Scheme
BT LulES - BRI DWETE IR Z=ZZ  of Hang Lung Group Limited, exercisable in 4 tranches, i.e. the first 10% from 20 November
+tFT—AZTHRATEHEEES 2+ ZTF/\F 2007 the next 20% from 20 November 2008, the next 30% from 20 November 2009 and the
T—AZFTHRBRAMTET—EES 2=+ ZZZNAF  balance 40% from 20 November 2010, all expiring on 19 November 2016.
+—AZtBERBATETN—EEsz2=1 UER=T—

ZE+-AZTHBRATERTZEDZ2E+ - M2EE

R ERRE 2 TTE R — T — " E+— A+ AER °
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Save as disclosed above, none of the directors of the Company or any
of their associates had any interests or short positions in the shares,
underlying shares or debentures of the Company or any associated
corporation.

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

FERREEMATHAKRDEIE Substantial Shareholders’ and Other Persons’

AR ZEERRE Interests and Short Positions in Shares and
Underlying Shares

BIEBAHGEHFE=ZA=T/NEHEEETH Asat 30 June 2007 details of substantial shareholders’ and other persons’

TrzEMpris - TERRIKEES
RPIEXVER AR BEHE R 2 R A TR =
ZELFRNA=ZTRHBARRRZERND
MR 2 A ROA R 2 BT ¢

(who are required to disclose their interests pursuant to Part XV of the
SFO) interests and short positions in the shares and underlying shares of
the Company as recorded in the register required to be kept under Section
336 of the SFO are as follows:

(a) MRipHEZR (a) Interests in Shares
B2EET
HEBRNOHE BRAZBED
LiEss No. of % of
HiE Name Note Shares Held  Issued Capital
fREES Chan Tan Ching Fen 1 2,136,020,670 51.56
Cole Limited Cole Limited 1 2,136,020,670 51.56
Cole Enterprises Holdings Limited Cole Enterprises Holdings Limited 1 2,136,020,670 51.56
Rosenior Limited Rosenior Limited 1 2,136,020,670 51.56
Merssion Limited Merssion Limited 1 2,136,020,670 51.56
EEEEER A Hang Lung Group Limited 2 2,107687570 50.87
BFEARAF] Prosperland Housing Limited 3 1,267,608,690 30.60
Purotat Limited Purotat Limited 3 354,227,500 8.65
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Notes:

1. These shares were the same parcel of shares held by a trust of which Ms. Chan Tan Ching
Fen was the founder. Cole Limited, Cole Enterprises Holdings Limited, Rosenior Limited and
Merssion Limited were deemed to be interested in the shares held by Hang Lung Group
Limited and its subsidiaries, which number of shares were included in the above-mentioned
number of 2,136,020,670.

2. Hang Lung Group Limited was deemed to be interested in the shareholdings of its
subsidiaries, viz. 1,267,608,690 shares held by Prosperland Housing Limited, 354,227,500
shares held by Purotat Limited, and 485,851,380 shares held by other subsidiaries.

3. The 1,267,608,690 shares held by Prosperland Housing Limited and the 354,227500 shares
held by Purotat Limited were included in the above-mentioned number of 2,107,687,570 shares
held by Hang Lung Group Limited.

(b) Short Positions in Shares and Underlying Shares

Save as disclosed in paragraph (a) above, no other interest required to
be recorded in the register kept under Section 336 of the SFO has been
notified to the Company.

Related Party Transactions

Details of the significant related party transactions undertaken in the usual
course of business are set out in Note 27 on the Financial Statements.
None of these related party transactions constitutes a discloseable
connected transaction as defined under the Listing Rules.

Management Contracts

No contract for the management and administration of the whole or any
substantial part of the business of the Company was entered into or
existed during the year.

Purchase, Sale or Redemption of Listed Securities

During the year, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company's listed securities.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the directors of the Company as at the date of
this annual report, the Company has maintained the prescribed public float
under the Listing Rules.
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Corporate Governance

The Company's corporate governance principles and practices are set out
in the Corporate Governance Report on Pages 85 to 106 of the annual
report.

Auditors

A resolution for the re-appointment of KPMG as auditors of the Company
until the conclusion of the next Annual General Meeting is to be proposed
at the forthcoming Annual General Meeting.

By Order of the Board
Velencia Lee

Secretary

Hong Kong, 15 August 2007
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