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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 certain new and revised HKFRSs that are first
effective or available for early adoption for the current accounting period of
the Group. These new and revised HKFRSs have no significant impact on
the financial statements of the Group for the years ended 30 June 2007
and 2006.

(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.

BEEEGRAE —TTX /T LEER




1 FEETHEEX®
() SEeEE FEREE

HE_TZE+FNA=THILFEZHEERM
BHRERBEARRNLEMBE AR (FHE A%
B RAEERGE ARz EE - FAWKE
SHEZHBAT - BRBERIREERER
HEE B L RED BRNEARERA -
SERNIEREHRNR S - AREBE R
RBMEE ZAEAIREREN - SERRUR
BMHHRE2EIEN - KEAER S
HARBHEE 2 T A ERE IR W
R - BEHERROLERBIBERRE TR
B8 -

(d) MEBRAXAKRZEHQF

MBARAARNEEEH 2 AR - EAKEE
RSB — R R RIR R 15 MR - AR
KRB EGH R - AIAEEREEZ AR
ZAEHIRE o FHETEHIER - RS AITTERE
ERERTEEA

REBERBRAZDBBIREDBIEINT
BRAEZ B AR EEFERD - REE
BEABRMGABaZEBRAGER A
Z—ENEEE - ARBEEENZ DBIRRE
a3 A R A D B iR -

EARRRIZEERERA  WBARZRE
TR AME R EEDREREIIRR - NAF]
RINEE B E M R U B A B 2 BB FERR
MBARZEE -

(e) EEAH
BERA—EAANEESA DA EEMA
TR-IBESHMLHEMEE Z AR - MEZ
BRMOMEZHT  AEEIARRIE R
ZHREMATHZ AR ZEEEBHRATE
1R ilRE
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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 2007
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

Subsidiaries are entities controlled by the Group. Control exists when the
Group has the power, to govern the financial and operating policies of an
entity, so as to obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable are taken

into account.

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

A jointly 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.
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1 Principal accounting policies (continued)
(e) Jointly controlled entities (Continued)

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.

(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 and is
tested regularly 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 goodwill 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.
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NOTES TO THE FINANCIAL STATEMENTS

1 Principal accounting policies (Continued)
(g) Properties (Continued)
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 its previous carrying amount 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.

(h) Other fixed assets

1. Other fixed assets are stated at cost less accumulated depreciation
and any impairment losses.
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1 Principal accounting policies (Continued)
(h) Other fixed assets (Continued)

2. Leased assets

(i) Classification of assets leased to the Group

The classification is determined based on an evaluation of the substance
of the arrangement and is regardless of whether the arrangement takes
the legal form of a lease. 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.
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NOTES TO THE FINANCIAL STATEMENTS

1 Principal accounting policies (Continued)
(h) Other fixed assets (Continued)

2. Leased assets (Continued)

(i) 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 installments 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 rentals are charged to
the income statement in the accounting period in which they are incurred.

(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.
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1 Principal accounting policies (continued)
(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 goodwill is not reversed.

() 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.

(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.
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1 Principal accounting policies (Continued)
(o) 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.

(p) 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.

(q) Financial guarantees issued, provisions and contingent liabilities
1. Financial guarantees issued

Where the company issues a financial guarantee, the fair value of the
guarantee (being the transaction price, unless the fair value can otherwise
be reliably estimated) is initially recognised as deferred income within
trade and other payables. The deferred income is amortised in profit or
loss over the term of the guarantee.

2. Other 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.
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1 Principal accounting policies (continued)
(r) 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.  Rental income

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. Interest income

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.

(s) 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.

BEEEGRAE —TTX /T LEER




1 FEETHEEX®
(s) BE®

BRETARNERIERIN - FAERENIER
& ARARKABEA EARTG N AT AR E
FEJJJEHZLL@C&IEéFﬁ%EEmW RIRIE
MABEMBBZEREHIER - BETA
?D%Rﬁﬁ?ﬁ@ﬁﬁFiﬁﬁﬁﬁﬂjﬁﬁ LA& bz

SEFHERVENNEE R BE 2 VA TE

R e
HRELCHIENCEEREZBEEN AR
MEREME 2 BRI IR EE R ?;ZE%;C
HEARHEE FE AR RTE -
HRIEEENAEYTIIRTE -

AEBRSHERENBEHETCHELEN
EEETE F HITEAR T B R RE B R AE AR TR T

fﬁ*ﬁ?ﬁ%ﬁﬁﬂ SH)EIERIE A EE T A
/)36 o BB AT RE IR R SR JEER TG FIBS -
Bl B40R T LA D] -

(t) ShEmE
FRZINEZ SRR Z A ZERIGBE o LASN
BIHENEREERABARGE R ZEX
BE o [N W MR N R R o

BINER 2 REIRER H HIERPE 2 EX
BHE  BERABRCARIRGEER ZER
BERBT - MELZESZREENER
REERRBILIAR ©

R EBINERE - RAEsIR NEREREIN
XAz ZTESERAEAL SRS
A o

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07

BT AR M o
NOTES TO THE FINANCIAL STATEMENTS

1 Principal accounting policies (Continued)
(s) Taxation (Continued)

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.

(t) 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)
(u) Related parties

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

(v) 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. Intersegment 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)
(w) 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.
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2 EXFROTER 2 Turnover and segment information

RABEBEBAMKNY - EBEKAIZAIE  The principal activities of the Company, which is incorporated in Hong
& WHEBAHMBARNEYEME « #84  Kong, are investment holding and, through its subsidiaries, property
ERREZERRE  (SHEIGEERYMEE  leasing, property development for sale and investment, car park

3 o management and property management.

BEIEMERS LIHE WA - REMNE  Turnover represents revenue from property leasing and sales. An analysis

HIE D EDIT 2 T EHN T » of turnover by business and geographical segments is set out below.
(a) HEHKDE (a) Business segment
(i) ZECCA R HEAE (i) Segment revenue and results
PaR=I O DEBHELE
Segment revenue Segment results
LABS B ST E in HK$ million 2007 2006 2007 2006
WERE Property leasing 3,003.8 2,694.7 2,402.2 2,058.7
MEHE Property sales 1,385.6 1,062.4 301.2 293.5
4,389.4 3,6571 2,703.4 2,352.2
=N Other income 302.6 3172
THEAR Administrative expenses (243.3) (205.5)
BEET Operating profit 2,762.7 2,463.9
B YEE 2 N FERE N Increase in fair value of investment properties
- MERE — property leasing 5,962.1 3,438.2
B ER Finance costs (297.1) (415.8)
i =NC gl Share of profits of jointly controlled entities
- MERE — property leasing 78.3 90.3
BRAS A A Profit before taxation 8,506.0 5,576.6

BEEEGRAE —TTX /T LEER
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NOTES TO THE FINANCIAL STATEMENTS

2 Turnover and segment information (continued)
(a) Business segment (Continued)
(ii) Segment assets and liabilities

BE afE
Assets Liabilities

BB BT in HK$ million 2007 2006 2007 2006

MEHE Property leasing
ARAI R EKB AR The Company and its subsidiaries 51,298.2 42,9273 1,1874 980.5
BENF Jointly controlled entities 596.9 551.0 - =
VIEHE Property sales 10,284.4 10,829.7 238.9 3204
K% (fi5E) Unallocated (Note) 7,064.5 6,058.2 11,980.2 14,776.2
69,244.0  60,366.2 13,406.5 16,077.1

MI5E - Note:

ANEZAE T REEERIEEERE - BIERERER
RTNVEAT=ZBE BT (CEERF  A+AENT
ZEATED  HEEERERTERNTLENT—
BNATEL(CETRF  \TRERTREST) ARE
MEETAENTEE—TBIL(CEERF  —+EL
TELHED  SHEANTAE=TN\BLtET(CE
ERF = HAERTRE-TED -

(iii) BEAXFRITE

Unallocated items mainly comprise financial and corporate assets including cash and deposits

of $6,993.7 million (2006: $5,983.6 million), interest-bearing borrowings including bank loans of
$4,781.8 million (2006: $8,454.0 million) and other liabilities of $1,987.1 million (2006: $2,070.7

million), and taxation of $4,938.7 million (2006: $3,956.2 million).

(iii) Capital expenditure and depreciation

BARMY e
Capital expenditure Depreciation
BB ST in HK$ million 2007 2006 2007 2006
MERE Property leasing 2,769.8 1,216.9 4.4 4.2

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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2 EEHBERTHER @

(b) HEDH

2 Turnover and segment information (continued)
(b) Geographical segment

(i) ZEYWARHELE (i) Segment revenue and results
SEUA DEEE
Segment revenue Segment results
B BB THE in HK$ million 2007 2006 2007 2006
= Group
B Hong Kong 3,444.1 2,935.2 1,9711 1,797.1
H B A Mainland China 945.3 721.9 732.3 555.1
4,389.4 3,657.1 2,703.4 2,352.2
BERF] Jointly controlled entities
B Hong Kong 78.3 90.3

(ii) DEEE (i) Segment assets

)
o)

BB BT in HK$ million 2007 2006
BB Hong Kong 46,6774 44,461.8
R E A Mainland China 14,905.2 9,295.2

61,582.6 53,757.0

(iii) EAFIX

(iii) Capital expenditure

BB ETTATE in HK$ million 2007 2006
B8 Hong Kong 109.2 111.9
A B A 3D Mainland China 2,660.6 1,105.0

2,769.8 1,216.9

4<
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NOTES TO THE FINANCIAL STATEMENTS

3 Profit before taxation

%8 Group
WA BETTHE in HK$ million 2007 2006
BREUAD& A 2R T 58 : Profit before taxation is arrived at after charging:
ERNRFNERZRITERR Interest on bank loans and other borrowings
HifEE 2 E repayable within 5 years 365.7 249.9
ERRFRERZRITERAE Interest on bank loans repayable after 5 years - 1073
RERLER Finance lease charges 42.7 475
gk RBEELRRE Dividend on convertible cumulative preference shares - 172
HimeaEs Other ancillary borrowing costs 28.1 54.5
fEEX HB%E Total borrowing costs 436.5 476.4
" EEZ AR (i) Less: Borrowing costs capitalised (Note) (139.4) (60.6)
BER Finance costs 2971 415.8
ZHmMH e Auditors' remuneration
—ZH IR - audit services 4.8 42
—E iR - other services 0.4 0.6
ne Depreciation 4.4 4.2
BHEMEZKA Cost of properties sold 1,019.4 728.8
EEMNER  pEIAES Operating lease charges, including contingent rentals
TRt TER(CETRE of $25.7 million (2006: $23.5 million) 102.0 100.2
—F=Fat+&n)
BINA  aEEEREERNT—H&T  Staff costs, including employee share-based payment
(CETRE : ZFENTERD) expenses of $41.0 million (2006: $20.8 million) 3013 276.2
WEFA and after crediting:
BeMA  EMBREESTERENLTEE Rental income less direct outgoings of $597.2 million
“TER(CETRF  AR=FT-8 (2006: $531.8 million), including contingent rentals
NTER) - aFsAEe—B=FT=7 of $133.4 million (2006: $110.0 million) 2,406.6 2,062.9
H+ET(CEERF  —fF—TEn)
FIEWA Interest income 294.8 253.1

BiAE -

BRERPMEMEELHEESFAS ZAH—(ZFF

NE:BAZR) ZFHRERE -

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07

Note:

The borrowing costs have been capitalised at an average rate of 5.1% (2006: 5.0%) per annum

for properties under development.
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4 EEREREEEBZME 4 Emoluments of directors and senior management

RENFWNEZESRIENZIELIEEHITE  The Nomination and Remuneration Committee consists of four
E-ZLEGREELRHEEBEEFHE  Independent Non-Executive Directors. The Committee makes

TR ERIETNES - EFOHETIEEE  recommendation to the Board on the Directors’ remuneration packages
ERMESHE - FARIEENERE  KLEENR  and terms of employment. The emoluments of Directors are determined
NEIMRIBNBA - mIBIEHI MIRITHER by the scope of responsibility and accountability, and individual

RAMETE ° performance of directors, taking into consideration of the Company’s
performance and profitability, market practice and prevailing business
conditions.

(a) EEBM& (a) Directors’ emoluments

BEEERIEIME—B/NT—IE%—5 Directors’ emoluments disclosed pursuant to Sections 161 and 161A of

N —HEFAH e EEE T the Hong Kong Companies Ordinance are as follows:

LB EEIITETE  in HKS Million RER
e FHR HiRKE
EWHE FTEI 25K
Salaries, Group's
allowances BETEAL MAERE  contributions
we and benefits Discretionary Share-based  to retirement &%
G Name Fees in kind bonuses compensation scheme  Total
HTESE Executive Directors
PRERR Ronnie C. Chan 0.2 78 4.2 3.9 08 16.9
RER Nelson W.L. Yuen 0.1 74 4.1 9.0 07 213
RETT Terry S. Ng 0.1 3.9 2.1 4.9 0.3 11.3
={RE William PY. Ko 0.1 2.4 2.1 5.3 02 10.1
hi= EstellaY.K. Ng 0.1 1.9 1.3 2.8 0.1 6.2
BYKHTEE  Independent
Non-Executive Directors
BRAE S.S.Yin 0.1 - - - - 01
BEE Ronald J. Arcull 0.2 - - - - 02
pRels Laura L.Y. Chen 0.2 = = = = 0.2
%S H.K. Cheng 0.2 - - - - 02
BiafE PW. Liu 0.2 - = - - 02
—ETLF 2007 15 234 13.8 25.9 21 66.7
HITEE Executive Directors
BRESR Ronnie C. Chan 0.2 76 5.2 3.0 08 1658
RER Nelson W.L. Yuen 0.1 73 5.0 4.2 09 175
RETT Terry S. Ng 0.1 38 2.3 1.9 0.2 8.3
=R William PY. Ko 0.1 15 0.7 1.3 02 38
ha= EstellaY.K. Ng 0.1 15 05 1.2 0.1 34
At R Wilfred S.L. Ho 0.1 0.5 - 33 20 59
(R—_ZTHF (Retired in
AR September 2005)
BIYKHTEE  Independent
Non-Executive Directors
BRiAE S.S.Yin 0.1 = = - - 01
BEE Ronald J. Arcull 0.2 - - - - 02
PR AG Laura L.Y. Chen 0.2 = = = = 0.2
EpEH H.K. Cheng 0.2 - - - - 02
BiaE PW. Liu 0.2 - = - - 02
ZEEREF 2006 1.6 22.2 13.7 14.9 42 56.6

{
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(a) EE=M=®

DIKAEHITEE Z AN ERRFEARA=
+R&EE YRR T—MRFEE2ZNA/
NUA MR AR LB R F R 2 5 ¥Rk -

FRA LS SO EZRIBEARRILRERK
RIER R R EREEAR A R MR D BT
IR T Ay BRE o NREIR 2 B i B
AHBEDRMERERM 26 A HE -

(b) BEHEEMHS

SRR LER BTG AAREFAL
BEE %2 B EAHEAEE -

() BEZZTEFR_ZFTLFA=F
BILFE @ #iER EREERSAITRAR
SFIBE AR B E BB S MBS
°
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NOTES TO THE FINANCIAL STATEMENTS

4 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 26 to the financial
statements.

(b) Emoluments of the highest paid employees

The five highest paid individuals in the Group for 2007 and 2006 are
directors whose emoluments have been disclosed under note 4(a).

(c) During the years ended 30 June 2006 and 2007, there were no
amounts paid to directors and senior executives above for compensation
for loss of office and inducement for joining the Group.
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5 HmEWmERAZBIIE 5 Taxation in the consolidated income statement
(a) #HFEWRERAZTIAR (a) Taxation in the consolidated income statement represents:
£E Group
WEKBETHE in HK$ million 2007 2006
REHIE Current tax
BAEFEH Hong Kong Profits Tax 182.1 150.5
BEFE 2 BE (Over)/Underprovision in prior years (1.4) 0.8

(ZR) /PR

180.7 151.3
B TS A PRC Income Tax 97.2 51.9
2779 203.2
BEERIE Deferred tax
REME 2 N TEES Change in fair value of investment properties 1,306.3 675.5
HibJRE kB Other origination and reversal of temporary differences 84.2 124.3
Tt
Hh 75 R Effect of change in PRC tax rate on deferred tax balances
+ A—RHZIEEFRIA at 1 July (265.4) _
Epe e
&&t (FFFE16(b) Total (note 16(b)) 1,125.1 799.8

1,403.0 1,003.0

EBNEM NP ECERSHFEEEE L Provision for Hong Kong Profits Tax and PRC Income Tax is calculated at
FRZIEFHERTEF D RIRULAE S 2+ 175% and 33% respectively of the estimated assessable profits for
BARBDZ=T=FTE - the year.

RNZZBELE=A+ A fEF+EE2EH  On 16 March 2007 the Standing Committee of the Tenth National People’s
ARREAEEHREESBBAEMREH  Congress of PRC passed the income tax law where tax rate will be
;gg SR ﬁ%ﬂ%gﬂg P =1t=F#AEA changed from 33% to 25% with effect from 1 January 2008. Accordingly,

S7-+H R-_ZTEFTN\FE—H—HBHjiE4  therelevant deferred tax liabilities have been calculated using the new

\

e E *HE@ML%RIE\E1ETJ$ET)§¥)%R%‘ rate of 25%.
BHOZ -t hitE

(b) BE—_ZZt+F~A=+H1LFEfE (b) Share of jointly controlled entities’ taxation for the year ended 30
(EAEARME—T NANTET(ZEZ,x  June 2007 of $16.6 million (2006: $18.9 million) is included in the share of
F:—FN\BNLTET Dt AE(FE% 7 profits of jointly controlled entities.

R AMA e
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5 HMEWBERAZHE® 5 Taxation in the consolidated income statement
(Continued)
(c) FELH@EeHEFUERARETEZ  (c) Reconciliation between tax expense and accounting profit at
FED - applicable tax rates:
B BB THE in HK$ million 2007 2006
BRET AR A Profit before taxation 8,506.0 5,576.6
RRFHADEFIUERTE  Tax on profit before taxation at applicable rates 1,833.7 1,134.7
T ZHIE
RIEAERRNER 2 Tax effect of share of profits of jointly controlled entities (16.6) (18.9)
M E
FEEEHRMACTIBRE  Tax effect of non-taxable income (96.7) (78.0)
RS 2 TR 2 Tax effect of non-deductible expenses 15.3 16.4
HEEAzHSEEREM Tax effect of tax losses utilised and other
AMAEREER 2 deductible temporary differences (75.2) (56.2)
HIEZ 2
RERZ R Z Tax effect of unrecognised tax losses 4.8 13.4
HIEZE
T = B B HTR T RIE Effect of change in tax rate on opening balance of deferred tax (265.4) -
EF S Wl
Hit Others 45 (9.2)
BEFE 2B (Over)/Under-provision in prior years (1.4) 0.8
(Z1R) /DR
ERHIES M Actual tax expense 1,403.0 1,003.0
6 REEGHER 6 Net profit attributable to shareholders

A% R R A MBI AR TS BIHERAN %K Net profit attributable to shareholders includes a profit of $924.2 million
NEZFHWUE-F+ET(ZZTZENFE .+ (2006: $1,417.0 million) which has been dealt with in the financial
BE—FTtE&m - statements of the Company.

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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7 RE 7 Dividends
(a) xFEERE (a) Dividends attributable to the year
BB &R in HK$ million 2007 2006
EEMREIRT AR EFR =l Interim dividend declared and paid
(ZZERF - =1l of 13 cents (2006: 13 cents) per share 538.5 481.7
REE AERR R BIR EER Final dividend of 43 cents (2006: 38 cents)
M+= (L (ZFTRF : =+l per share proposed after the balance sheet date 1,7815 1,418.1
2,320.0 1,899.8
REEBHBEIRZ RIS - WEERAL  The final dividend proposed after the balance sheet date has not been
HEHzAE- recognised as a liability at the balance sheet date.

(b) EFEZREAFERHAERIKE (b) Dividends attributable to the previous financial year, approved
and paid during the year

BB BEBTHE in HK$ million 2007 2006
EFERAREFR =1L Final dividend in respect of the previous financial year
(Z2TRF : =1tA) of 38 cents (2006: 37 cents) per share 1,418.2 1,363.8
8 BRER 8 Earnings per share
(a) BREARBEEREANTIIZLTEIE (a) The calculation of basic and diluted earnings per share is based on
ETE - the following data:
WEBBETE in HK$ million 2007 2006
R EBREARRF 2 & F Earnings for calculation of basic earnings per share
(BB R FE (L 4 A1) (net profit attributable to shareholders) 6,370.6 4,402.6
BE#EER BERO 28 Effect of dilutive potential shares
EEAE T s Dividend on convertible cumulative preference shares - 172
ARG E SREER T 2 &7 Earnings for calculation of diluted earnings per share 6,370.6 4,419.8

{
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NOTES TO THE FINANCIAL STATEMENTS

8 Earnings per share (continued)

(a) The calculation of basic and diluted earnings per share is based on
the following data: (Continued)

2007 2006

RUGTESRERAT 2 Weighted average number of shares used in calculating
AR hnAEF a2 basic earnings per share 3,995,206,701  3,693,251,337
BECERR 2 BERMD 22 Effect of dilutive potential shares

P A Share options 35,696,920 8,001,122

MR ERELR Convertible cumulative preference shares - 37.061,818
RN ESRETRTN 2 Weighted average number of shares used in calculating

Bt b5 % diluted earnings per share 4,030,903,621  3,738,314,277

(b) H§§$&§E?§E’ﬂ($@%&§%¥

m) E*ETJ%ZLAT%%#E%Z@%%%% :

(b) The calculation of basic and diluted earnings per share excluding
changes in fair value of investment properties net of deferred tax and
minority interests is based on the profit adjusted as follows:

WEKBETHE in HK$ million 2007 2006
IR ER PE (R 4 A Net profit attributable to shareholders 6,370.6 4,402.6
WEMENTHELS 2FE  Effect of changes in fair value of investment properties (5,286.0) (3,415.5)
BRI IE 2 78 Effect of corresponding deferred tax 963.3 639.9
FLGTESRERRAFZ Adjusted earnings for calculation of basic earnings per share 2,0479 1,627.0
RRAREF
BB IER 2 BERMD ZFE  Effect of dilutive potential shares
R 2EELRRE Dividend on convertible cumulative preference shares - 172
AL ESREERF 2 Adjusted earnings for calculation of diluted earnings per share 2,0479 1,644.2

z«< %73& 7'F|J

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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9 EEEE —&H

9 Fixed assets — Group

BREH
REME
Investment
REME properties
Investment under Hiy A&t
NAKEETLHE in HK$ million properties  development Others Total
BN EDARERE Cost or valuation:
R_EZRFELA—H At 1 July 2005 36,031.9 1,772.0 64.2 37868.1
NE Additions 119.9 1,084.8 12.2 1,216.9
s Disposals = = (2.3) (2.3)
NFEE Increase in fair value 3,438.2 = = 3,438.2
RIZEZ ESA=TER At 30 June 2006 and 1 July 2006 39,690.0 2,856.8 741 42,520.9
“EERELA—H
NE Additions 90.9 2,650.1 28.8 2,769.8
#BA/(E) Transfer 1,534.4 (1,534.4) - =
HE Disposals (24.5) - (3.6) (28.1)
ATELEM Increase in fair value 5,962.1 = = 5,962.1
R-EZLFXRA=TH At 30 June 2007 471529 3,9725 99.3 51,224.7
ZEIE Accumulated depreciation:
RZZETHAF+LA—R At 1 July 2005 - - 173 173
rEEHE Charge for the year - = 4.2 42
&R Written back on disposals - = (17) (17)
RZZEREAA=ZTHK At 30 June 2006 and 1 July 2006 - = 19.8 19.8
“TTF+A—H
AEEHE Charge for the year - - 4.4 4.4
A& Written back on disposals - - (3.6) (3.6)
R-ES+tEXA=TAH At 30 June 2007 - - 20.6 20.6
REFE Net book value:
R-ZEBtEXA=1H At 30 June 2007 47152.9 39725 78.7 51,204.1
R-ZE EA=1H At 30 June 2006 39,690.0 2,856.8 54.3 42 501.1
BATEERAA=ZTHZ Cost or valuation of the fixed assets
PRAESEENT - at 30 June is made up as follows:
ZEELE 2007:
ftfE Valuation 47152.9 - - 47,152.9
PN Cost - 3,972.5 99.3 4,071.8
47152.9 39725 99.3 51,224.7
—TERE 2006:
fifE Valuation 39,690.0 - - 39,690.0
KAE Cost - 2,856.8 741 2,930.9
39,590.0 2,856.8 741 42,520.9

{
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9 Fixed assets — Group (Continued)

Y57 IREDFE AT ¢ An analysis of net book value of properties is as follows:
BROREE
REME Investment properties

Investment properties under development
BB BETE in HK$ million 2007 2006 2007 2006
R e Long leases in Hong Kong 25,949.5 23,8675 6779 6772
BB ASM R R 32 Long leases outside Hong Kong - - 3,294.6 1,136.7
ke Medium term leases in Hong Kong 9,498.4 8,739.5 - =
B AR A HR 32 Medium term leases outside Hong Kong 11,555.0 6,793.0 - 1,042.9
B E Short lease in Hong Kong 150.0 190.0 - =

47152.9 39,590.0 3,9725 2,856.8

(a) ANEBURXFEIIRZILEMFEAN =
ELLFARNAZTHEE - K FRAENGE
LEXBERARABZEMEFREm (B
FHE)RBREERAFTE 2EHS
e - Wat ABMEREEREER®Z
Al gE R AT 2 (HEETE -

AEERBEMEZEEHEABERIERE
BOBEZEE  HEmFEA=T_EN
THEST(CEZERF: BTN

e —

BET) °

AEFRHMETEE FMFERELANE
BREBAIMNEE AR RIS EH TR
BEYSRA—TRAEAN+TET(ZTER
F:—FRAATEDER—TERT+ET
(ZETRF M| o

(b) AEEREFEFEEHLEMIZRERL
DHEREYE - ZFMH R P REM
ERF - HPhaAREREY - ERNEHN
BEMAGRR - REELQBEEAENIR
ARBEERE 2GR MASESFHE—
FELLPIFBAENRAER - ETHENBELA
He  N2REPZWAMETE -
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(a) Investment properties of the Group carried at fair value were revalued
as at 30 June 2007 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 includes an
amount of $3,295.0 million (2006: $2,919.0 million) in respect of an asset
held under a finance lease.

The net book value of other fixed assets of the Group included amounts of
$15.4 million (2006: $15.6 million) and $10.5 million (2006: nil) in respect of
land and buildings held in and outside Hong Kong respectively on

long leases.

(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.
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9 EBEEEE —&£BEw
RAAZ+E » AEERETA R L8
MO EW Z KRB LENT ¢

9 Fixed assets — Group (Continued)

At 30 June, the Group's total future minimum lease income under non-
cancellable operating leases were as follows:

ookl Hipf4 w5t
BB HETTE in HK$ million Subleases Other leases Total
—EBLE 2007
—FR Within 1 year 2515 2,517.7 2,769.2
—ERERFR After 1 year but within 5 years 528.7 2,801.3 3,330.0
Eak:ty After 5 years 270 9.8 36.8
807.2 5,328.8 6,136.0
TN 2006
—FR Within 1 year 193.5 1,989.4 2,182.9
—FREAFR After 1 year but within 5 years 319.8 1,712.5 2,032.3
Eak:ty After 5 years 70.3 411 1M.4
583.6 3,743.0 4,326.6
10 B A Bz 10 Interest in subsidiaries
72 ] Company
BB E S E in HK$ million 2007 2006
IE LTI - BUAR{E Unlisted shares, at cost 8.1 8.1
FEUHT B A B FE Amounts due from subsidiaries 34,7611 29,069.4
34,769.2 29,0775

TEMBRBZFMERENHIESS -

e TR B AR A REIER - 28
AT F RN AR K+ — 8 B A A i
[, EHFEE  BOHEERBEE BIE -

{

Details of principal subsidiaries are set out in note 34.

BEEEGRAE —TTX /T LEER

Amounts due from/to subsidiaries are unsecured, non-interest bearing and
classified as non-current as these are not expected to be recoverable/
repayable within the next twelve months.
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11 E&ARER 11 Interest in jointly controlled entities
£E Group
WEKBETHE in HK$ million 2007 2006
EIEEEFE Share of net assets
— LR H — unlisted shares 585.0 533.7
FEU A &R EIFIE Amounts due from jointly controlled entities 11.9 17.3
596.9 551.0

ABATZEEERRHIESS - KA E
ARREBBIEN - 28 - LRIBEE -
AEEHNA SR A 2 SRR AR

Details of jointly controlled entities are set out in note 35. Amounts due
from jointly controlled entities are unsecured, interest free and repayable
on demand. The summary financial information related to the Group's

M interest in jointly controlled entities are as follows:
LB B ST E in HK$ million 2007 2006
IEmENEE Non-current assets 731.0 665.0
mENEE Current assets 49.5 25.9
EmEBE Non-current liabilities (176.6) (85.4)
mEEE Current liabilities (18.9) (71.8)
BEFE Net assets 585.0 533.7
WA Revenue 473 41.6
pital Profit 78.3 90.3
12 ERRKE 12 Loans and investments
& Group
WEBBETTE in HK$ million 2007 2006
REBZIELMEE Unlisted investments in Hong Kong 0.1 0.1
ERTIHELEMTERT Advances to unlisted investee companies 6.8 78
6.9 79

HRIFLEMRET B ERM S L 2ME
WEAETERFE - FURRAHRREE

(InB/) ABK -

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07

value.

Unlisted investments are carried at cost less impairment, if any, as they do
not have a quoted market price in an active market to determine their fair
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13 78 13 Inventories
£E Group
BB BT E in HK$ million 2007 2006
N EBZERPYE Property under development located in Hong Kong 40.5 =
— R — long leases
NRBEZFEEEK Completed properties for sale located in Hong Kong 9,501.1 10,159.3
W% — hEA R - medium leases

9,541.6 10,159.3

FEERRTYXBHE —FRER -

14 FRURFN R L ftb FE U R

B AT AR BR A K A U R 2 P U AR R
BRI -

The properties under development for sale are expected to be recovered
after more than one year.

14 Trade and other receivables

Included in trade and other receivables are trade debtors with the
following ageing analysis:

£[E Group

BB ETTAE in HK$ million 2007 2006
—@AAR Within 1 month 449.1 370.6
—Z=={@H 1 -3 months 4.0 2.3
=EAMUE Over 3 months 0.9 0.6

454.0 3735

ARERABFEZEERR - YEHREE
Wik 2 Bl AT RAE R BRI BE SR - AEAE
EMEEEERERE 2 EERRBERE -

The Group maintains a defined credit policy. An ageing analysis of trade
debtors is prepared on a regular basis and is closely monitored to
minimise any credit risk associated with receivables.

{

EEBERRAR TS/ TLFFR —
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15 Trade and other payables

&8 Group A7) Company
AR ETTE in HK$ million 2007 2006 2007 2006
et F X fEsTE A (ff5F)  Creditors and accrued expenses (Note i) 634.7 657.7 6.2 5.9
BUizE (M) Deposits received (Note ii) 791.6 643.2 - =
e R R B A R)5E Amounts due to fellow subsidiaries (Note i) 208.7 228.6 - =
(Bt i)
1,635.0 1,529.5 6.2 5.9
BE - Notes:

() BENHRE BREEER — N TR E 2R
BRA-T=AAT (CTEAF - NE—HET) -

(i)  BYRSELENF-—ESTELT(CEETRF S
BOF=E=+87T) RN —FATREN

(i)  RENREMBRRZRESARS  EERNEEE
EEE -

B

e

Bt AR RRR S B A R 3R 2 R AR
BRER DTN -

(i)  Creditors and accrued expenses include retention money payable of $23.0 million (2006:
$9.1 million) which is not expected to be settled within one year.

(i) Deposits received of $791.6 million (2006: $643.2 million) are not expected to be settled
within one year.

(i) The amounts due to fellow subsidiaries are unsecured, interest free and have no fixed
terms of repayment.

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

£E Group
BB BT E in HK$ million 2007 2006
— & A AEIE Due within T month 514.7 4725
=fEA A LEIH Due over 3 months 78.9 814
593.6 553.9

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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16 REEEFRELZHE

16 Taxation in the balance sheets

(a) AEBIE (a) Current taxation
&8 Group A7) Company
AR ETE in HK$ million 2007 2006 2007 2006
BEFIGE R Provision for Hong Kong Profits Tax 182.1 150.5 1.6 1.2
REIERTSHEE Provision for PRC Income Tax 9.9 13.6 - =
WEFEZ (R[E) Hong Kong Profits Tax (recoverable)/payable
ERBBFER relating to prior years (2.5) 168.0 1.3 3.0
189.5 332.1 29 4.2
(b) EZEBIIE (b) Deferred taxation
£ Group
LB B ST E in HK$ million 2007 2006
ELERIEEE Deferred tax liabilities 4,813.1 3,690.8
RIER IR B EE Deferred tax assets (63.9) (66.7)
EERIA S BEFH Net deferred tax liabilities 4,749.2 3,624.1

{

EEBEGRAR T TLFFR
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16 Taxation in the balance sheets (Continued)

The components of deferred tax liabilities/(assets) recognised in the
consolidated balance sheet and the movements during the year are
as follows:

WA BETTHE in HK$ million HERHES
iR E B
Depreciation BREL
allowances in pa =N =¥
excess of MEER Future ZHE
related Revaluation benefit of Interest BE
EEBRBEER Deferred tax arising from: depreciation  of properties tax losses capitalised Total
RZZEZRF+H—H At 1 July 2005 550.1 2,359.6 (54.5) (30.9) 2,824.3
NG Gy Charged to
IR (Pt EE5(a)) consolidated income
statement (note 5(a)) 105.6 675.5 18.7 = 799.8
RZZTFA=1H At 30June 2006 and
RZZFTELA—H  1July 2006 655.7 3,035.1 (35.8) (30.9) 3,624.1
WA WERA (Credited)/charged to
(BA) /e consolidated income
(PtEE5(a) statement (note 5(a)) (21.3) 1,143.6 2.8 - 1,125.1
R=ZEZtFEAHA=1+H At30June 2007 634.4 4,178.7 (33.0) (30.9) 4,749.2

(c) RERBIELEHRAEE

REB ARG E THB AR S ERE IR
ZRZFNAE—TELT(CEERF : ZE&
—THUE =87 MIEEIEME£MIELE
HMIBEEELER  BAR_ZEZ+FA
=18 - WJAEEEEEEEN BERERM
AR o W ERBEBNTEEER
ML LW AR - 9 B kb %
BB EEERN B FEA AFE
R o

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07

(c) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in respect of tax losses
of $229.1 million (2006: $214.2 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 2007 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.
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17 $RITER

17 Bank loans

RANAZ+THERFRETERZERY At 30 June, bank loans were unsecured and repayable as follows:
U
£[E Group
BB BETE in HK$ million 2007 2006
MERBRFR After 2 years but within 5 years 4,828.6 4,000.0
hF& After 5 years - 4,514.3
4,828.6 8,614.3
W REESH 2 TS E P Less: unamortised front end fees (46.8) (60.3)
4,781.8 8,454.0

PE DRITEFRNE —EE R _E
(ZTTREF *Eﬁ/\Eiﬁ%ﬂJ@iﬂ%
SR MBR—F (CETRF : —F)ZA
BIETE ° K’Elﬁﬁ?ﬂéﬁ*ﬁ\z ‘jﬂﬁiﬁi,\,ﬁé
HEEE - RZEZLFA=TH "
BRE-EREAREN\ETNEET (_ 2
ANFARBRE=T—E8T) ZEXR -

18 —EENFIHZZEE
LEEREAAT Y WEATET o KA

REZEFBEBEZAERAE - RFNE
mE— @:tﬂj_ (ZTTRF: —HOEER
B)FE - ARZIETNF+ARBEEK
RBRENERE AR R REM AT 2R
MER—F(ZZTXRF : —F) ZNEH
EE -

REBEFERBREER o AT EREARR
BEHEE -

RIZBEZLFNA=Z+H  BUAEFEEE
ZHN  REE B E AR EEANE Bk
FEEBENARRES o

All the above bank loans are interest-bearing at rates ranging from 4.1% to
6.2% (2006: 3.6% to 5.5%) per annum. The interest is repriced within one
(2006: one) year. The fair values of the Group’s bank loans were
approximately the corresponding carrying amounts. At 30 June 2007, the
balance included a loan of RMB809.0 million (2006: RMB531.0 million).

18 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 4.2% to 5.0% (2006: 3.4% to 5.0 %) per annum, are
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 (2006: 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 2007, except for the above floating rate note, the Group has no
other outstanding fixed or floating rate notes or convertible bonds.

BEEEGRAE —TTX /T LEER
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19 Other long term liabilities

Other long term liabilities included finance lease obligations of $487.1
HAAHAFELENTHAE—TEIT(ZEZX milion (2006: $570.0 million) expected to settle after one year.
F . REETET) o

Total minimum lease payments under finance lease and their present

wm values are as follows:
£[E Group
BRAREE
RLENZ SFAZHEER RAERNZ
HemRE Interest HepsE
Present expenses Total
value of relating minimum
minimum to future lease
WEBRETTE in HK$ million lease payments periods payments
2007
i ANExE] Amounts payable
—FR Within 1 year 82.9 374 120.3
—FRERFRA After 1 year but within 5 years 452.7 79.3 532.0
hFE& After 5 years 344 0.4 34.8
— IR Total after 1 year 4871 79.7 566.8
570.0 1171 687.1
2006
FEfT 258 Amounts payable
—FR Within 1 year 726 427 115.3
—FRELFA After 1 year but within 5 years 402.0 109.2 511.2
Tk After b years 168.0 79 175.9
—FRIEE Total after 1 year 570.0 171 687.1
642.6 159.8 802.4

BEBRAAE L BERFNEALE (CTTXN

F:LRE) -

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07

7%) per annum.

The effective interest rate of the finance lease obligations is 7% (2006:
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20 BR7A< 20 Share capital
2007 2006
R B B’inE B
(FR) (FRR)
Number Number
of shares BEEHET of shares BB EETT
("000) HK$ million ('000) HK$ million
JEE Authorised
BIREE—TT Shares of $1 each 6,000,000 6,000.0 5,400,000 5,400.0
BEEITRER Issued and fully paid
»+A—H At 1 July 3,731,708 3,731.7 3,683,153 3,683.2
BT Issue of shares
—RERE (i) — from placement (Note) 410,000 410.0 = =
— R A TTIEAR D Bt — from exercise of options 1,237 1.2 4,192 4.1
WA 215 Convertible cumulative
BotikaEn preference shares
conversion - - 44,363 44.4
WAA=1H At 30 June 4,142,945 4,142.9 3,731,708 3,731.7
BE - Note:

MNEBENE+—ARERTAT=A%TNE—TER  In November 2006, 410 million shares of $1 each were issued at $16.3 per share which were fully
FREE—TEARSER Z’K - paid in cash.

{

EEBEGRAR T TLFFR
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21 #E 21 Reserves
£ Group XF] Company
WAEBBETAE in HK$ million 2007 2006 2007 2006
N Capital reserves
R EE Share premium
WtA—H At 1 July 15,5415 15,4975 15,5415 15,4975
BT 0 BMBREITARA Issue of shares, net of issue costs 6,142.9 34.4 6,142.9 34.4
& B I {h B se 7l Employee share option benefits 3.0 96 3.0 9.6
WANA=1H At 30 June 21,6874 15,641.5 21,6874 15,641.5
EREE A Capital redemption reserve
RtA—H At 1 July 2,065.5 1,675.5 2,065.5 1,675.5
SRR 2EE TR Conversion of convertible cumulative
preference shares - 390.0 - 390.0
RNA=+H At 30 June 2,065.5 2,065.5 2,065.5 2,065.5
3= Exchange fluctuation reserve
KEA—H At 1 July 21.1 13.8 - =
MEEINTB R RIERIE Exchange difference arising from
EECERES translation of overseas subsidiaries 215 73 - -
RIXA=+H At 30 June 426 21.1 - =
AR 2EELRZ Equity component of convertible
A cumulative preference shares
RtA—H At 1 July - 79.4 - 79.4
EIRTARZEE LR Conversion of convertible cumulative
preference shares - (79.4) - (79.4)
BAB=1H At 30 June - = - =
EERNHERE Employee share-based
compensation reserve
RtA—H At 1 July 48.1 36.9 48.1 36.9
EEREER Employee share-based payment
expenses 41.0 20.8 41.0 20.8
EREROEE Transfer to share premium (3.0) (9.6) (3.0) (9.6)
RIRA=1H At 30 June 86.1 48.1 86.1 48.1
23,881.6 17676.2 23,839.0 17655.1

HANG LUNG PROPERTIES LIMITED

ANNUAL REPORT 2006/07
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21 #Ew

21 Reserves (Continued)

%8 Group ‘A& Company
BB BETE in HK$ million 2007 2006 2007 2006
REBEF Retained profits
WtH—H At 1 July 21,838.3 19,281.2 6,046.9 6,475.4
REEHF] Net profit for the year 6,370.6 4,402.6 924.2 1,4170
EFEERARE Final dividend in respect of
previous year (1,418.2) (1,363.8) (1,418.2) (1,363.8)
AEERERE Interim dividend in respect

of current year

(538.5) (481.7) (538.5) (481.7)

RANA=+AH At 30 June 26,2522 21,8383 5,014.4 6,046.9
50,133.8 39,5614.5 28,853.4 23,702.0
£ E Group
WEKBETHE in HK$ million 2007 2006
R B - Statement of retained profits:
NG| Group companies 25,706.6 21,344.0
BE AT Jointly controlled entities 545.6 494.3

26,252.2 21,838.3

BinaEREENBLFEEREDHIEE
EXONCIEESUINEPitl AV IV EPitly R S
g - EAEBFHERERESINTE AR
BMREL 2 EN Z5E o B (W) PR
it EERMEEREEECEDERARR
Tz R A E -

RZZZLFRNA=THE ARAAHDIK
ThRRZzFRSEBEAA TR —THAN Tt
BT (CZEZERF: ATHEETARBEAT

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(w).

The aggregate amount of the Company's reserves available for
distribution to shareholders at 30 June 2007 was $5,014.4 million
(2006: $6,046.9 million).

{

EEBERRAR TS/ TLFFR —
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22 Minority interests
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NOTES TO THE FINANCIAL STATEMENTS

£ & Group

WEKBETHE in HK$ million 2007 2006

KtA—H At 1 July 1,042.9 966.6

REEVHRR Profit attributable to minority interests for the year 7324 171.0
IR T

BEFLHEEFE  Repayment to minority interests (214.5) (94.7)

RANA=+H At 30 June 1,560.8 1,042.9

23 FmEBEERERME

23 Notes to the consolidated cash flow statement

(a) RELKEEBZ2ES (a) Cash generated from operations

BB BETE in HK$ million 2007 2006
BR7 A A Profit before taxation 8,506.0 5,576.6
A Adjustments for:

FEUA Interest income (294.8) (253.1)
BMEMENER Finance lease charges 42.7 475
AR 2B RS Dividend on convertible cumulative preference shares - 172
FEREMEIMEESLH  Interest and other ancillary borrowing costs 254.4 351.1

e Depreciation 4.4 4.2
HEBRTEE /& Profit on disposal of fixed assets (5.3) 0.1
BEYE 2 NFEL Increase in fair value of investment properties (5,962.1)  (3,438.2)
FEIEA &R R Share of profits of jointly controlled entities (78.3) (90.3)
EEREER Employee share-based payment expenses 41.0 20.8
FEZRHD Decrease in inventories 558.0 440.7

P LT B 350 e Lt FE LA R Decrease/(Increase) in trade and other receivables 248.7 (310.6)

ZRL/ ()
N RETER 2R  Decrease in creditors and accrued expenses (42.3) (102.4)
BEWiRE 2B Increase in deposits received 148.4 85.4
RIEE NG Decrease in amounts due to fellow subsidiaries (19.9) (32.2)
FIEZBD
RELEEB RS Cash generated from operations 3,400.9 2,316.6

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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23 ZEREREXRMT @

(b) RERREEEY

23 Notes to the consolidated cash flow statement
(Continued)
(b) Cash and cash equivalents

B BB THE in HK$ million 2007 2006

RABEAMBKRNIRE  Cash and deposits with banks in the consolidated balance sheet 6,993.7 5,983.6
MRITIER

W R=MEA%EEE  Less: Bank deposits with maturity greater than three months (699.5) (699.5)
RITEN

SAIREREXRMIES  Cash and cash equivalents in the consolidated cash flow statement 6,294.2 5,284.1
KR EEEBY

ReaBEERABRZIRE MRITEFIR TSR
E%ﬁf(_77/\$ P \E) ETE o
MBR—F (CETRF : —F) 2AREE
AIMSHEREREE - R_FTTLF A=
TH REMBOTEABEFRARE—E
NTEO+ET(CEERF  ARBE—E—
T=ANAT&T) °

24 HRAE
RAA=+AZHRBENT :

Cash and deposits with banks in the consolidated balance sheet are
interest bearing at an average rate of 4.5% (2006: 4.8%). The interest
rates are repriced within one (2006: one) year based on prevailing market
rates. At 30 June 2007, the cash and deposits with banks included
deposits of RMB190.4 million (2006: RMB113.9 million).

24 Contingent liabilities

At 30 June, contingent liabilities were as follows:

2 7] Company

NAEBETTEE in HK$ million 2007 2006
FLETES Z8R17/2E Guarantees given to banks to secure credit facilities 6,354.6  10,039.9

MR 2 R

441

EEBERRAR TS/ TLFFR —
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(a) WRNA=1TRERRMBHREEBZE
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25 Commitments

(a) At 30 June, capital commitments not provided for in the financial

AAEPENT statements were as follows:
£ & Group
AR BETHE in HK$ million 2007 2006
BEEH Contracted for 1,048.2 961.6
BREERREL Authorised but not contracted for 8,372.6 2,976.4
9,420.8 3,938.0

HiliAEERASEBREANERERKE

R BIA Z (B T 2 AAHE

(b) AREREHFRERZTAIREE R
HOMERETYE - BETHOBEZ2EYE
WAMBEE 2 AEE - RANA=1TH " K

KEgRDEN 2 HERENT

The above commitments include those in respect of the Group's

expansion of its property investment operations into various cities in

Mainland China.

(b) The Group leases certain properties under non-cancellable operating
leases expiring within ten years. Certain leases include contingent rentals
calculated with reference to revenue from the properties. At 30 June, total

future minimum lease payments were as follows:

£ Group

BB EETTATE in HK$ million 2007 2006
—FK Within 1 year 80.7 78.3
—FRERFA After 1 year but within 5 years 291.9 3229
hFE After 5 years 1.4 51.2

374.0 452 .4

————— HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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26 EERA
(a) SRR

AEEEREREERIAERFERAKESE
g ZAETZEER—HBIZARE
ARE  WHBEEFESKIRERE - BAKH
ZEEDRRIE -

BENEELRBREZEAFHFEZETAD
EHR - BHBDLRREFEMERT
[ - B ENA 2BESAEBE KRS
ZaTEl - RS HATBAGBIES 2
FEHEA - NEERRFRENKFEMERE
AARBREBES ZRERAEEZKER
P o AEERRR K TR EMSK - B
FRREEILEIALLTT ADREK - KEE
RERZHFEER—THAET (CTEAX
F—TREET) - MEAREERZLUHE
REHBBAL+ET(CEERF A+
B e

—IAEKEFRIEAE R R ([RESE
2 BRI IRBBIREHEIBEEN - &
EREEDRIZEEZEABEEA (ERA
B 2 AN 2 IfFHR IR - AKE
ZHFe2H R AERENMER 2P
REBEFEINZ RE R - ARERAF
EAELZBBEHFEELS B TET
(ZZTRE: —H=1&) -

RRAEE ZRINEF &I —TRER RN R
T8 & 15 B B B SR ARG 8 (TR IRET
1) BEREAFHEBESAEZKEE
RAER - MHTE B A — R IR RS2 EBER
RET8lataEatal -

ARBEPEARIME ([FE]) LEEB
ZWBRR - BEETPEEMHBRAME
ez R RE AR & (TR BIR R R EL)) 2
KB - ZETENBARMBEAE 2 E—&
T DRESZXHEHRIRXMEEIL - [
R BLR AR ET B B AR R R IRAE R
B MBS HETRHAREZ S B
B AR AR M IORIK Z BB ZIRIK
BHEE - ZEFTEMBRARARAEERE
HzHRBEATBN\TEL(CETRE
MEATET) °

26 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 $14.0 million
(2006: $16.0 million) and forfeited sums credited to reserves amounted to
$0.7 million (2006: $0.5 million).

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 $1.6 million

(2006: $1.3 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 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 $5.8 million

(2006: $4.9 million).
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26 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.
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26 Employee benefits (Continued)

(b)

Equity compensation benefits (Continued)

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

RARREA
Number of share options
—77A$ R-TTLF B g 1TEE
+A— NA=TH 78 CBm)
W AT E AT Bl B H Period during  Exercise
Outstanding on BERH BT E4%  Outstanding on Date which options price
1 July 2006 Granted  Exercised Lapsed 30 June 2007 granted are exercisable (HK$)
5= 17,877,000 - - - 17,877,000 —TENFRA=TA —“EERFRA-—FTHE 9.20
Directors “ZT-mERATIA
20 May 2004 20 May 2005 to
19 May 2014
1,000,000 - - - 1,000,000 —ZTHFNA—H —TTAFNA—HE 12.35
—F-AF/\A=t—A
1 September 2005 1 September 2006 to
31 August 2015
- 16,500,000 - - 16,500,000 “TTXF ZTTtHF+—RAZ +HI 1714
+—A=+H —E—REt+—Ath
20 November 2006 20 November 2007 to
19 November 2016
EE 6,645,000 - (1,037000) (100,000) 5,508,000 —TENFRAA=TA —EERFRA-—FTHE 9.20
Employees “Z-mERATNR
20 May 2004 20 May 2005 to
19 May 2014
400,000 - (200,000) - 200,000 —ZTHFAA=H e el = 11.85
—“T-RFRACH
3 May 2005 3 May 2006 to
2 May 2015
400,000 - - - 400,000 —ZTRHFENAA—H —ZTAENA—RE 12.35
—T-AFN\A=1+—H
1 September 2005 1 September 2006 to
31 August 2015
306,000 = - = 306,000 Z=ZEERF+—A—A _77A¢+ A—HZE 11.40
—hEFTA=1+—H
1 November 2005 1 November 2006 to
31 October 2015
- 8,900,000 - - 8900,000 Z=TTAF+—A+WNA ZTTLF+— H‘I‘EEI;.; 16.75
TR Et+—At=
14 November 2006 14 November 2007 to
13 November 2016
- 800,000 - - 800,000 —TZ+F—A+—H —TT)\F—A+—HE 18.88
—2—+5—A+H
11 January 2007 11 January 2008 to
10 January 2017
- 200,000 - = 200,000 —ET+F-A+=H “ZETN\F-ZAT=HE 2260
—Z—+F-A+—H
12 February 2007 12 February 2008 to
11 February 2017
— 400,000 - - 400,000 —TT+F-_A-+=H =—FTTEN\F-_A-t=HZE 22.55
—E—+F-A-+=H
23 February 2007 23 February 2008 to
22 February 2017
- 400,000 - - 400,000 —ZT+F=A—H —ZT\F=A—HE 21.95
—Z—+5-A-+N\H
1 March 2007 1 March 2008 to
28 February 2017
- 400,000 - = 400,000 —TTEEF=F+NA —ZEENF=A+NBEE 2074
“2—+F#=A+/\H
19 March 2007 19 March 2008 to
18 March 2017
45+ Total 26,628,000 27600,000 (1,237000) (100,000) 52,891,000
BEMEERAT —TT~/ TLEER

44<:
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26 Employee benefits (Continued)
(b) Equity compensation benefits (Continued)

() HAREITEZ R EESE NEE/I ()  Movements in the number of share options outstanding and their

HFIITERZ BT -

related weighted average exercise prices are as follows:

2007 2006
MEFH Y
IE(E I1EfE
(B7T) (BT
Weighted Weighted
average < average P
exercise HiEHE exercise HiEHE
price Number of price Number of
(HKS) options (HK$) options
REA—BRRETE Outstanding at 1 July 943 26,628,000 9.24 29,361,000
BERH Granted 1730 27,600,000 12.18 1,706,000
21718 Exercised 9.63 (1,237,000) 920  (4,192,000)
BAM Lapsed 9.20 (100,000) 9.20 (247000)
RRNAZ+THBARKTE  Outstanding at 30 June 1354 52,891,000 9.43 26,628,000
RANA=+BRAF17E Exercisable at 30 June 942 17,679,500 9.22 12,361,000

RERITEZ IR EIEITE S B 2 hkEFYS  The weighted average share price at the dates of exercise for share
REEATT—AIII(ZZZ/NE : + =7t  options during the year was $19.24 (2006: $12.28).

—ANMD) -

————— HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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26 Employee benefits (Continued)
(b) Equity compensation benefits (Continued)

(i) Share options outstanding at the end of the year have the following
remaining contractual lives and exercise prices:

2007 2006

RIERE 4 FEra s
FH(F) & tn 5 (5) P tn
Remaining HiREE B Remaining HifESN B
contractual life Number of  contractual life Number of
11f#{8 Exercise price (years) options (years) options
$9.20 6.9 23,385,000 79 24,522,000
$11.40 8.3 306,000 93 306,000
$11.85 78 200,000 8.8 400,000
$12.35 8.2 1,400,000 9.2 1,400,000
$16.75 9.4 8,900,000 - -
$1714 9.4 16,500,000 - -
$18.88 9.5 800,000 - -
$20.74 9.7 400,000 - -
$21.95 9.7 400,000 - —
$22.55 9.7 400,000 - -
$22.60 9.6 200,000 - -
RANA=+THBEAHITE  Outstanding at 30 June 83 52,891,000 80 26,628,000

4%:
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26 Employee benefits (Continued)
(b) Equity compensation benefits (Continued)
(i) The weighted average value per share option granted during the year

estimated at the date of grant using a Black-Scholes pricing model was $5.
The weighted average assumptions used are as follows:

Rt B2 RE Share price at grant date $17.16
1716(E Exercise price $17.30
R R AR Risk-free interest rate 4%
TEERfE A HA () Expected life (in years) 6
RIE Volatility 0.3
TREERAR S Expected dividend per share $0.51

RIEHIRELO R REZEE KR - TR
ERRLASR—FATAREZ ST
RYE - FHHIERRE T IRBBEREME
JE o B AE B BRI H AT EARHER
BEARE -

27 BEALIRS

AT —HRAZMEATREE HEZY
¥ EEES  AAATYHBATIAE
SHERBARE - R-BBHEAA=+H
Z2HEAE—BENEETEL(CETAF
—E-FABEATEL -

T2EBREME SN TE4BEE

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07

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.

27 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 in Shanghai. The amount outstanding at 30 June 2007 was
$208.7 million (2006: $228.6 million).

Key management compensation has been disclosed in note 4.
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28 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.

(i) 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 17, 18, 19 and 23(b).

(ii) 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.

(iii) Credit risk

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.

BEEEGRAE —TTX /T LEER
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28 Financial risk management objectives and
policies (Continued)
(iv) 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.

(v) Fair value

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

The fair values of trade and other receivables, trade and other payables,
cash and deposits with banks, bank loans and floating rate notes are
considered to approximate their carrying amounts.

29 Significant accounting estimates and judgments
Key sources of estimation uncertainty

Note 26 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:

(i) 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.
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29 EREHERT RAE @
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29 Significant accounting estimates and judgments
(Continued)
Key sources of estimation uncertainty (Continued)

(ii) 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.

30 Ultimate holding company

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

31 Comparative figures

In order to enhance the understandability of the financial statements,
certain comparative figures on the consolidated income statement have
been reclassified.

{
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32 Future changes in accounting policies

The Group has not early applied 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.

FLATT B BAsk bA1& 6 2 & 5T B A AR
Effective for accounting periods
beginning on or after

HKAS 1 ($&1{£37]) + EAEEE

HKAS 1 (Amendment), Capital disclosures

HKAS 23 (&8 &Ez]) @ &
HKAS 23 (revised), Borrowing costs
HKFRS 7 - @@ T A : &

HKFRS 7 Financial instruments: disclosures

HKFRS 8 » && 5 &
HKFRS 8, Operating segments

—ETt+F—H—H
1 January 2007
—ZEThF—-H—H
1 January 2009
—ETt+F—H—H
1 January 2007
—EThF—-H—H

1 January 2009

HK(IFRIC)-Int 11, HKFRS 2 — 5@ R E1F AR 22 5 T+ E=A—H
HK(IFRIC)-Int 11, HKFRS 2-Group and treasury share transactions 1 March 2007
HK(FRIC)-Int 12 - BRSSPI HE —ZTZEN\§F—H—H
HK(IFRIC)-Int 12, Service concession arrangements 1 January 2008

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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33 ZAEMBHRRK 33 Approval of financial statements
BERN_ZEEEFNATHBZELFFA]  The financial statements were approved and authorised for issue by the
s Rk o Board of Directors on 15 August 2007,
34 FEHNBELTF 34 Principal subsidiaries
A _ZEEHFRNA=TH At 30 June 2007
BETRA S ERTH REFFE EEaiisava
(L) BaRAn Bmant RS
Issued Held by Held by Place of
NG| Share Capital The Group The Company £ Incorporation
Company. (HK$) % % Activity and Operations
Antonis Limited* 10,000 100 100 WEHRE 903
Property leasing Hong Kong
AP City Limited 2 100 - WEHE 0
Property leasing Hong Kong
AP Joy Limited 2 100 - MEER 0
Property development Hong Kong
AP Properties Limited MEER BB
Property development Hong Kong
[AIR% 34 100 -
A shares
[BJA% 6 - -
‘B shares
AP Star Limited* 2 100 - PRIRE BB
Investment holding Hong Kong
AP Success Limited 2 100 - MERE BB
Property leasing Hong Kong
AP Universal Limited* 2 100 - MEHE BB
Property leasing Hong Kong
AP Win Limited* 1,000,000 100 - MEHE EB
Property leasing Hong Kong
AP World Limited 2 100 100 MEER EB
Property development Hong Kong
Bonna Estates Company Limited 1,000,000 100 100 MEHE )
Property leasing Hong Kong

BEEEGRAE —TTX /T LEER




34 TEMBE AR @

B R AR

NOTES TO THE FINANCIAL STATEMENTS

34 Principal subsidiaries (continued)

BEITRA KB NAEIRTH Eii 1172

(&) BEAN BERANL PS&E i

Issued Held by Held by Place of

NG| Share Capital The Group The Company £ Incorporation

Company (HK$) % % Activity and Operations

REtrERR AR 4,000,000 100 - MERE B

Caddo Enterprises, Limited* Property leasing Hong Kong

FREARAR 2 100 - WEHRE B

Carmana Limited* Property leasing Hong Kong

Cititop Limited 2 100 = MEER BB

Property development Hong Kong

BRERBRAA] BRI E B

Country Bond Development Limited Investment holding Hong Kong
[Al R 990 79.8 -

A shares
[BJIR 1 100 -
‘B" share

Dokay Limited* 2 100 - WEEE &t

Property leasing Hong Kong

BEEEBRAT 2 100 - BRI E 903

Easegood Enterprises Limited Investment holding Hong Kong

Fu Yik Company Limited* 3 100 - WEEE &t

Property leasing Hong Kong

EXBRAA 2 100 100 PRI E &t

Gala Ruby Limited* Investment holding Hong Kong

Gowily Limited 2 100 - WEEE &t

Property leasing Hong Kong

Grand Centre Limited 4 100 - MEMRE BB

Property leasing Hong Kong

Grand Hotel Group Limited 10,200 100 - BREAEECERER BB

Apartment operating & Hong Kong

management

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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34 FENBLAR @ 34 Principal subsidiaries (continued)
BETRA SERTH RAIFTH Ealisava
(&) BEANL BEAN RS
Issued Held by Held by Place of
NG| Share Capital The Group The Company E Incorporation
Company (HK$) % % Activity and Operations
BEBEEEERAR BRIRE 0
Grand Hotel Holdings Limited Investment holding Hong Kong
[AIR% 62,163,123 100 -
A shares
(Bl 6,000,000 100 -
‘B shares
Hang Chui Company Limited 2 100 = MEMRE BB
Property leasing Hong Kong
Hang Far Company Limited* 2 100 - ERIRE BB
Investment holding Hong Kong
BRERAF 200 100 - WEBE EB
Hang Fine Company Limited Property leasing Hong Kong
Hang Kwok Company Limited* 10,000 100 - MEHE BB
Property leasing Hong Kong
Hang Lick Company Limited* 10,000 100 - MEHE )
Property leasing Hong Kong
B2 (178) AR AR 10,000 100 100 ERRE B
Hang Lung (Administration) Limited Management services Hong Kong
1Bf& (Ff) AR AR 1 100 - ERRE B
Hang Lung (Jinan) Limited Investment holding Hong Kong
Bf& (BE) AR AA 1 100 - ERIEE B
Hang Lung (Liaoning) Limited Investment holding Hong Kong
8% (&) AR AA] 2 100 - BRI E B
Hang Lung (Shenyang) Limited Investment holding Hong Kong
Bf& (R2) AR AA 2 100 - BRI E B
Hang Lung (Tianjin) Limited Investment holding Hong Kong
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34 Principal subsidiaries (continued)

BEITRA KB NAEIRTH Eii 1172

(&) BEAN BERANL PS&E i

Issued Held by Held by Place of

NG Share Capital The Group  The Company =75 Incorporation
Company (HK$) % % Activity and Operations
1Bf& (&85) AR AA] 1 100 - BRI E B
Hang Lung (Wuxi) Limited Investment holding Hong Kong
Hang Lung Park-In Limited 2 100 - MERE BB
Property leasing Hong Kong

BETREREAFRAF* 10,000 100 100 MEZRREREE B
Hang Lung Project Management Limited* Project management Hong Kong
BENEERERAF* 100,000 100 = MEERE BB
Hang Lung Property Management Limited* Property management Hong Kong
Bt ERIBRRAR* 2 100 100 MERE 903
Hang Lung Real Estate Agency Limited* Property agencies Hong Kong
Bf&itE (hE) BRAA 2 100 100 R E 90
HLP (China) Limited Investment holding Hong Kong
BEMEREFRAR 2 100 100 B &t
HLP Treasury Limited Financial services Hong Kong
HLP Treasury Services Limited* 2 100 - BRIEE e
Investment holding Hong Kong

HLP Fortune Limited 1 100 100 WEER &t
Property development Hong Kong

Hoi Sang Limited* 2 100 - PRI E BB
Investment holding Hong Kong

Levington Limited* 8 100 100 W REBERARES
Financial services British Virgin

Islands

LHBB AR 1,000,002 100 = MEER N
Lockoo Limited* Property development Hong Kong
Magic Modern International Limited* 1 100 100 EE BE
Advertising Hong Kong

HANG LUNG PROPERTIES LIMITED ANNUAL REPORT 2006/07
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34 FENBLAR @ 34 Principal subsidiaries (continued)
BETRA SERTH RAIFTH EEaihinAv
(&) BEAN BERAN PS&E i
Issued Held by Held by Place of
NG| Share Capital The Group The Company %% Incorporation
Company. (HK$) % % Activity and Operations
Mansita Limited* 2 100 - MEHE BB
Property leasing Hong Kong
Modalton Limited 2 100 - MEMRE BB
Property leasing Hong Kong
Monafat Limited* 2 100 - MEMRE BB
Property leasing Hong Kong
Ottringham Limited* 20 100 - MEMRE BB
Property leasing Hong Kong
Palex Limited* 2 100 - WEEE &t
Property leasing Hong Kong
Pocaliton Limited 2 100 - WEEE &t
Property leasing Hong Kong
Rago Star Limited 2 100 = MERE B
Property leasing Hong Kong
Rioloy Limited 2 100 - MERE BB
Property leasing Hong Kong
Ronhero Limited* 2 100 - MEHE BB
Property leasing Hong Kong
Stooket Limited 2 100 100 WEHE EB
Property leasing Hong Kong
Tegraton Limited 2 100 - MEMRE BB
Property leasing Hong Kong
BHMERBRAA 100,000 100 - WEHE &
Wiai Luen Investment Company, Limited* Property leasing Hong Kong
Wililoy Limited* 2 100 - MEMRE BB
Property leasing Hong Kong
Yangli Limited* 2 100 - MEMRE BB
Property leasing Hong Kong
Zarat Limited* 2 100 - MEHE )
Property leasing Hong Kong

BEEEGRAE —TTX /T LEER
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SEPT UNGIliess AL

BRBEAL BEmBALL PEE ik

hEARKMBYINERE L% AfER Held by Held by Place of
Wholly Foreign Owned Enterprises in Registered The Group  The Company 7% Incorporation
The People's Republic of China Capital % % Activity and Operations
FERRMERR A 122,500,000% T 100 - MEER hEE ARAANE
Liaoning Hang Lung Properties Limited ~ US$122,500,000 Property development The People's
Republic of China

IR EEERRAR 55,299,990% 7T 100 - NEER hEE AR HAE
Shandong Hang Lung Properties Limited ~ US$55,299,990 Property development The People’s
Republic of China

BEREER AR 109,990,0005 T 100 = MEER HE AR HFE
Shenyang Hang Lung Properties Limited ~ US$109,990,000 Property development The People’s
Republic of China

EHERMERRAR 422,500,000/t 100 - MEER hEARLNE
Wuxi Hang Lung Properties Limited* HK$422,500,000 Property development The People’s
Republic of China

& A SEFTR NGl AL

) ERADLL BRADL REFME

REARLARBERIIEELE Registered Held by Held by Place of
Equity Joint Venture in Capital The Group The Company ES) Incorporation
The People's Republic of China (US$) % % Activity and Operations
HEEARMERERRAR 167,004,736 82 - NEERLEE hEE AR HAE
Shanghai Hang Bond Property Property development The People’s
Development Co., Ltd. & leasing Republic of China
HERERMERERRAA 165,000,000 66.3# - NEBERNEE hEARLNE
Shanghai Kong Hui Property Development Property development The People’s
Co., Ltd. & leasing Republic of China

* SRS G E X

tEAREREHNBRARERAMESENEIHSH
10z s

ERINHEZRARYARE RN M EE
BEAREZTENBRA -
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* Not audited by KPMG

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

either directly or indirectly by the subsidiary

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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35 Jointly controlled entities

At 30 June 2007

BETRA SEPTH NRIFTH Ak Az
() ERADL ERAD REE e
Issued Held by Held by Place of
/NG| Share Capital The Group ~ The Company. £ Incorporation
Company. (HK$) % % Activity and Operations
BERMEBR A 5,000,000 36.8 = ERRIR A BB
Country Link Enterprises Limited Investment holding Hong Kong
BEHERBRAA PERRIR & BB
Ease Smart Development Limited Investment holding Hong Kong
[AIRR 1 - -
A share
[BJ 1 100 -
‘B’ share
EBRZERARAA* 3 33.3 - MEHE B
Star Play Development Limited* Property leasing Hong Kong

* RS GAEHAEX

* Not audited by KPMG
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