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At Hang Lung Group, we know where we want to go and what we want to be. Our aim is to
develop quality property across the spectrum of our market place, have contingencies in
place ready for any change in market conditions and to act as a responsible corporate citizen
with the interests of Hong Kong and its community at heart.

M OPEND



B 8%

1EPESREIR PR A
Hang Lung Group Limited

CONTENTS

DEEI
nEEHR
PBRE
IEHE
EREZFWR M
#HE
YMEBRRHE
YEHEE
MERELEE
RREE
EBEHN
SRITHAEREN
EETEYHE
EERRE
TEARBE
DEIEE
REEEHE

]
BBETHRE
BB E|EK
BREREH
BI85 A

LHES

36
38
49
62
b4
73
7%
76
77
139

140

HEARR

inside back

Corporate Profile

Corporate Information
Financial Briefs
Chairman’s Statement
Management Discussion and Analysis
Overview

Property Development and Sales
Property Leasing

Finance and Treasury Operations
Risk Management

Profile of Directors

Profile of Senior Executive
Major Group Properties
Report of the Directors
Corporate Citizenship
Corporate Governance

Social Responsibility

Employees

Report of the Auditors
Financial Statements
Shareholder Information

Financial Calendar

Listing Information




AT
Corporate Profile

EREERRAT
BREREBRATRBENTZER
REBEVEBRM B BRI -
AEBEEFEHAITRERRZME
RERE  KEER-8-NNZE
EEGARTEDS WA LERE
oo REBNNTFRIERZHERIL
THEERTEURATELZ TR
B SARERSKIEH KB ZWE
MEFERRLIRE 2L

AREZMERRFEETRERLY
EBRARSH - BRENEES
BIRTZRRETHEBRR]  #EE
AZEENFRASG  BRASRE
# BFE E=BF IZ£3
FIE UREESYE -

HANG LUNG GROUP LIMITED

Hang Lung Group Limited has been a leader in Hong
Kong's property development market for over 40 years.
The Group is responsible for a growing list of successful
developments throughout the Hong Kong SAR, and is
active in China where its business has been concentrated
in Shanghai since 1992. Its strategic land purchase
decisions made in the 1990s and its resultant land bank
combine to place it in a comfortable position in today's
relatively volatiie property market.

The Group’s new property development interests are now
held by Hang Lung Properties Limited, a publicly listed
subsidiary which also holds a substantial portfolio of
commercial and retail, office, residential/apartment,
industrial/office and car park properties.
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HANG LUNG GROUP
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Hang Lung’s hotel investments which were held by Grand
Hotel Holdings Limited, a publicly listed company, were
sold to Hang Lung Properties in 2002. The listing of their
A and B Shares on The Stock Exchange of Hong Kong
Limited has been withdrawn with effect from 25 February
2003. The main objective of this reorganisation is to
convert the two properties into serviced apartments and
an office/commercial building respectively.
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Financial Briefs

BRRRE
Earnings and Dividends

EENEZTHIEFEE
for the year ended 30 June

(87T tMitlion} B %8 Dividends
3.000 - 13 B F Earnings
2,500
2,000 ( i
| i
1,500 |
1]
1,000 I
LLLLE
1995 199 1997 1998 1999 2000 2001 2002 2003 20&J.
2004 2003
BEER HET
$Million $Million
(&5
{restated)
HWEE (M) Total assets (Note 4) 51,922 464716
BEWHE Investment properties 32,097 28,658
HEME Properties for sale \
-BEAK - Completed 7,078 542
- BES - Under development | 5018 10,914
BeRBITER Cash and deposits with banks 1,959 1,684
48 8 8 (1 R4 Total liabilities (Notes 1&4) 16,716 17,185
ETHERRES () Bank loans and overdrafts (Note 4] 11,319 9,759
JakES Convertible bonds ‘ - 3.414
MR EEFE (1) Shareholders' funds /Net assets [Note 1) 19,154 16,888
B Turnover 5,449 3,421
BRRBERAR (R Net profit attributable to
shareholders (Note 1) 987 387
B2 Dividends 637 584
srEH Per share data ‘
ZF -EBEXEED Earnings - Basic [Note 1) T4.4¢ 29.2¢
- @ () - Dituted (Note 1) | 7h2¢ 29.2¢
BE -4 Dividends - Interim 12¢ 12¢
- K - Final | 36¢ 32¢
-2F - Total for the year 48¢ 448
EERE FEE1RD) Net assets (Notes 1&3] | $14.4 $12.7
BER(ME2) Gearing ratio [Note 2) | 23% 31%
TRE = (M) Pay-out ratio (Note 1) 65% 151%
DRITHRE (B8 Number of shares
outstanding {in million) 1 1,328 1,325

FifsE Notes

1. BEAGHERERET R AEHR (BEZRE  —FB=F2
BHBFCHELARE  —FT_FRUMZERILRET] -
Figures for 2003 have been restated to conform with Statement
of Standard Accounting Practice 12 “Income taxes” (revised).
For year 2002 and before, no restatements are made.

2. BEERFEEABBINZEEZ LE -
MRRES  FEERRMERORE - RAS RBITEH - BRER
AR RS R D MR -
Gearing ratio represents net debt over equity plus net debt. Net
debt represents bank loans and overdrafts, convertible bonds,

FEIERRITERRES

floating rate notes and finance lease obligations, less cash and
deposits with banks, Equity comprises shareholders’ funds and

minority interests.

EBREEERAT




RN REE am=

Shareholders’ Funds and Net Debt Gearing Ratio
RAAZFR BAAZTE
at 30 June at 30 June
(§&7T $Million] B A% B4 S Shareholders’ Funds (%)
30,000 . FEE1I8 Net Debt 35 _.
25,000 30+
g o
20,000 § ‘
i 20 -
15,000+
- 154
10,000 . 104
5000~ § 5
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
2002 2001 2000 1999 1998 1997 1996 1995
BEL BET BET BET BER BEL BER BEL
$Million EMillion $Million $Miltion $Million $Million $Million $Million
48,921 50,234 49,568 45,806 46,017 56,575 52,008 49132
28,461 28,530 26,577 22,955 26,780 37,089 32,544 32,190
284 359 2,700 431 640 192 2,049 1,058
.688 8,407 4,562 4,790 1,939 5,047 5,928 8,387
3,673 4,187 5,333 6,014 5313 5720 4,621 1,587
16,540 16,101 14,842 12,630 9.493 8,914 11,923 11,038
9,473 12,320 9456 9,212 9,880 4,865 8,732 7,917
3,390 - - - - - - -
18,160 19,146 19,828 19,009 20,934 26,745 23,321 21,910
3,254 5,579 2,428 2,898 5230 7,359 6,939 5.147
692 745 873 1,265 1,029 2,520 2.275 2,160
582 582 695 505 411 1,000 937 962
52.3¢ 56.3¢ 65.7¢ 95.2¢ 77.1¢ 187¢ 168.8¢ 165.1¢
52.2¢ 56.2¢ - - - 177.1¢ 160.9¢ 160.7¢
12¢ 12¢ 12¢ 14¢ 26¢ 26¢ 24.5¢ 23.5¢
328 32¢ 405¢ 244 5¢ 48.5¢ 45¢ 448
448 444 52.5¢ 38t 3¢ 74.5¢ 69.5¢ 67.51
$13.7 $14.5 $15.0 $14.3 $15.8 $19.9 $17.3 $16.3
25% 22% 14% 1% 4% N/A 1% 16%
84% 78% 80% 40% 40% 40% 41% 41%
1,324 1,322 1,325 1,329 1,329 1,343 1,348 1,348
3. RBEREHBZAESERDBITRE - . L RZRFNER-FFIF  RITHAREICHBRRBHI2HMBES -
Based on net assets divided by number of shares outstanding Bank loans and overdrafts have been net off unamortised front end
on the balance sheet date. fees for 2004 and 2003.

Hang Lung Group Limited 5
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Chairman’s Statement
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TO OUR SHAREHOLDERS

RESULTS & DIVIDENDS

For the fiscal year ended 30 June 2004, turnover rose 59.3% to
$5,449.3 million. Net profit attributable to shareholders was $986.6
million, and earnings per share 74.4 cents, both representing an
increase of 154.8% over a year ago.

Your Board recommends a final dividend of 36 cents per share, ora
rise of 12.5% above last year. If accepted by shareholders, total
dividends for the year will be 48 cents per share which is a growth of

9.1% from the year before.

BUSINESS REVIEW

Six months ago, | wrote of “entering a harvesting phase the firstfruits
of which should be seen before the fiscal yearis over”. That has now
come to pass. Our majority owned subsidiary Hang Lung Properties
(HLPJ took advantage of a strong rally in luxury apartments and sold
181 units of The HarbourSide to great profit. Since 941 units remain
unsold, total profit ultimately achieved may becorne the highest of
any single project in the Group’s history.

In the last two months of the fiscal year ending June 30, property
prices moderated somewhat. That notwithstanding, overall
residential prices rose more than 20% for the previous twelve months.
The gains for luxury apartments are even more spectacular—doubling
that percentage to over 40%. With some 80% of our sales portfolio
by floor area being in that category, we are well positioned to benefit
therefrom. Our land costs are invariably cheaper than those of our
neighbours’, and our sites are always better located and superbly
shaped. Mcreover, mere often than not our fellow developers have
sold most if not all of their units in the previous two years during
weak market conditions, thus leaving us with less competition.

Government measures of late have been helpful. The relaxation of the
Landlord and Tenant (Consolidation) Ordinance and of the 70% mortgage
ceiling to 95% will no doubt further encourage property ownership. Their
effects will be felt in the coming year. Recent government land auctions
have also shown that developers are much more aggressive than before.
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Hang Lung Group Limited

After many years in the doldrums, the rental market has finally seen
some serious movement. Retail was the first to recover due to pent-
up local consumer demand as well as mainland tourists. Centrally
located offices did well but had taken tenants from secondary
locations. Industrial and industrial/office buildings which are of less

significance to us have nevertheless leased well.

Given this background, our Hong Kong rental portfolio held mainly
by HLP has reversed the downward trend. Total rents received have
grown marginally and are expected to slowly rise.

Our Shanghai properties have once again been the star performer.
Growth rate, however, is expected to slow since the first round of
lease renewals already took place last year. Rents are expected to
pick up next fiscal year (2005-2006) as | will discuss later.

Two exceptional developrnents must be reported. First, in May 2003,
the joint venture company which owned The Grand Gateway in
Shanghai sold one of the two office blocks being built to a former
shareholder. Besides cash payments, the departing shareholder
will yield all its shares in the joint venture company ta the remaining
shareholders in proportion to their shareholdings. As a result, our
interest in the entire project has increased from 47.3% to 66.3%.
This should be highly desirable both in terms of gains in recurrent

income as well as in capital value.

After financial year-end, our lawsuit against Sino Land, another major
local developer, has been adjudicated in our favor. The case related
to the sale of & hotel in Yau Kom Tau which we built and sold to Sino
in December 1996. The other side has until early October to decide
whether to appeal. If we still prevail at the higher court {which is
expected], the amount of damages to be paid to us will then be
determined by the judge. After six long years of legal wrangling, the
good news so far is certainly welcome. From 3 business prospective,
management made the right decision to sell at the right time at what
later proved to be the height of the market. This is yet another
example of how we conduct our business—by reading the market
correctly and acting accordingly.

PROSPECT

The Group has performed well in Hong Kong in the past decade or so.
We have come through the biggest bear market our city has seen with
flying colers. During that period, through HLP we have bought land
prudently which should result in the best profit margin of any major
real estate developer. To make the margin even richer, untike most of
our fellow developers, we have in the past two years withheld from
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selling almost-completed apartments as the market was bottoming.
Now that prices are recovering nicely, we are beginning to sell.

In the mainland of China, we have also done superbly. Our strategy to
focus on only the best commercial city—Shanghai—and to build the
biggest and highest quality products at premium locations, has paid
off handsomely. We have learned to deal with government officials
and departments while maintaining our usual high business ethics.
Whereas we often hear of horror stories of how overseas businessmen
[including Hong Kang developers] lost money in that land of apparently
unlimited opportunities, we have quietly made good profits.

Land bank wise, in Hong Kong we still have about 400,000 square meters
of prime residential space held through HLP which will be for sale over
the coming three years. HLP has another 40,000 square meters or so
of top of the line apartments and town houses, all on Hong Kong Island,
which can be sold. Some of these are being constructed like on Blue
Pool Road, while certain older properties can be refurbished or
redeveloped such as Burnside Estate in Repulse Bay. Others like The
Summit are already completed. If the market were to improve further,
the potential profit from these projects are not inconseguential.

In Shanghai, we are constructing approximately 250,000 square
meters as part of our two existing highly successful projects. Once
completed—the office tower and the service apartrnent block at The
Grand Gateway in 2005, plus the second residential building of the
same development in 2006, as well as the second office tower at
Plaza 66 [which we jointly own with HLP), also in 2006—rents received
therefrom will further boost profit. The first effects will be felt in
2005-2006 and will reach full force by 2007-2008.

All these beg the question: what will we do four years hence? If the
Group succeeds in buying land in Hong Kong at reasonable prices
within the next year ar two, that will be good. However, there is no
certainty of success. | fear that our competitors may bid up prices
beyond what we are willing to pay. This is why well over a year ago,
management has started to execute a plan to greatly expand our
presence in the mainland of China. About 30 major cities were
identified with the hope to do seven or eight and preferably nine or
ten sizeable projects. Mass residential will not be of interest to us
for we cannot compete with local developers. We will instead do
high-end residential and particularly commercial buildings, both
retail and offices. This represents a new strategic direction which
will have long lasting effects on the shape of the Greup going forward.
Our future is as much in the mainland as in Hong Kong.
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Hang Lung Group Limited

That said, our base remains here. We will buy land as well as
investment properties in Hong Kong (through HLP of course} as we
see opportunities. We will also strengthen our existing investment
portfolio. Overall, we are quite comfortable about the near to medium
term economic future of our city. In the post-1997 era, politics is getting
noisier by the day, but at least for now, | do not see it affecting business.
So far, there is apparently a disconnect between the two. As society
gradually moves towards more plurality, commercial activities should
be able to go on as usual, at least in the foreseeable future.

Developments inside the mainland of China will, however,
increasingly impact Hong Kong—both positively and negatively, but
mostly the former. This is unavoidable when their population of 1.3
billion is almost 200 times that of ours. Their GDP is eight or nine
times our size and is growing a lot faster. Indeed, mankind has never
seen so many people improve their economic autput by so much in
so short a time. This translates tc a huge rise in per capita income

which underpins our comfort to increase investments there and here.

All that is good news to us. Whereas it is inevitable that some
mainland cities like Shanghai and Beijing will quickly gain on us given
their much lower economic base, Hong Kong still has tremendous
advantages of our own. Whether we will capitalize on them to prolong
our economic growth will depend on ourselves as much as on the
mainland. Itis passible that if unabated, politics can get out of hand
and begin to hurt the business environment. Our fellow citizens must
understand that the world will not stop and wait for us to sort out our
political problems. Businessmen have choices where they do
business and make their home, and in any event will go where the
profitis. The warking class who are not as mobile will suffer the
most if our economy stagnates. Job creation is critical to any society

and only a vibrant commercial environment can guarantee that.

Yes, the central government in Beijing is helping in many ways, such
as granting us CEPA (Closer Economic Partnership Arrangement]
and allowing individual tourists to visit our city. However, we should
all understand that external assistance can only go so far. Ultimately,
Hong Kong must do its part to keep our society stable and our
economy strong.

Ronnie C. Chan

Chairman
Hong Kong, 8 September 2004
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Management Discussion and Analysis
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OVERVIEW

The past financial year has resulted in a high level of performance
across all sectors of the Group's business. In Hong Kong overall
results were boosted by a return of confidence in the property
market. This resulted in a strong response to the marketing
campaigns for new developments such as The HarbourSide. In
addition, almost all of the remaining units of the Group's other two
residential projects, New Haven and Napa Valley, have been sold
to date. In particular, the success of The HarbourSide reflects our
underlying strategy of not paying excessively high prices for land,
building in prime locations and applying quality design. At the same
time, we are constantly monitoring market conditions to ensure
that we start our sales campaigns only when we are confident that
we can obtain high rates of return on our investments. Moreover,
Hong Kong's retail space clearly benefited from the post-SARS
business recovery and the influx of tourists from Mainland China.
The opening of Grand Tower development in Kowloon also bolstered

figures in the second half of the financial year.

Our two Shanghai properties continued their strong performance
and provided additional income from our increased stakeholder

interest in The Grand Gateway.

A gain on deemed disposal of the Group's subsidiary shares of
HK$170 million, arising from the conversion of convertible bonds
and convertible preference shares of Hang Lung Properties

Limited, also contributed to the year's profit rise.

As a result, net profit attributable to shareholders increased
155% from HK$387 million to HK$987 million. The Directors
propose a final dividend of 36 cents per share, which is 12.5%
above last year. The total dividend for the year is 48 cents, 9%

above last year
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Development Land Bank Analysis of Turnover
RIFFHRENA=+H BESNAZTHIUEFE
at 30 June 2004 for the year ended 30 June
(BB $Million)
HEEEEEREEERE 58% 6,000 —
ENENNENEER ) ~
HEEEEREREER >0 7 | i
EREEEEEEEN 4,000 ‘
EEEEEEREER M |
EREEEEREEN 30007 N
12%_BDD....... 2,000 < 1
AN AREER |
m ] F ] 1,000 '
e ] ] 0
2000 2001 2002 2003 2004
B {5 Residential W W5 HE Property sales O E b Other operations
O 74 Commercial 0 WEEE Property leasing
£ E R GROUP PERFORMANCE
2004 2003 28 Change
BB BEX AgEx ERaR
$Million $Million $Million %
ok Turnover
WHEEE Property Sales 3.113.6 1,064.3 +2.049.3 +193
MERSE Property Leasing 2,322.1 2.239.1 +83.0 +4
HmER Other Operations 13.6 118.0 -104.4 -88
5,449.3 34214 +2027.9 +59
BBl AT R Profit before Taxation
VI EE Property Sales 1,044.7 (33.1) +1.0778 N/A
MEEE Property Leasing i 1,634.0 1,602.4 +31.6 +2
EMES Other Operations (25.3) 55.5 -80.8 N/A
2,653.4 1,624.8 +1,028.6 +63
EfA Other Income 317.9 45.0 +272.9 +606
THER Administrative Expenses (181.7) (127.9) -53.8 +42
HBER Finance Costs {235.4) (343.6) +108.2 -31
FEIESENATEE  Share of Results of Jointly
Controlled Entities {6.6) [44.9] +38.3 -85
2,547.6 1.153.4 +1,394.2 +121
% 5 A 4 R Net Profit attributable to |
Shareholders 3 986.6 387 .2 +599.4 +155
Hang Lung Group Limited 15
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We are continuing a policy to spread out more-or-less evenly the
payment of dividends from year to year. This "smoothing out” process
avoids the pegging of dividend to annual profit which might fluctuate
due to timing of property sales. In recent years, this process has
enabled the company to consistently achieve the highest dividend

yield among Hong Kong's major property companies.

In December 1996, the Group entered into an agreement with a
purchaser to sell its property, The Bay Bridge. The date of
completion was provided to be 30 June 1998. However, the
purchaser terminated the agreement on 30 June 1998 and claimed
against the Group for return of the deposit of HK$321 million and
for damages. The Groug, in return, counterclaimed against the
purchaser for breach of the agreement. On 2 August 2004, the
Court ruled in favour of the Group in this litigation. The Court, in
subsequent hearings, will determine the level of damages and

legal costs to be awarded to the Group.

PROPERTY DEVELOPMENT AND SALES
HONG KONG

The Group has completed three of its four new prime residential
projects during this financial year. The HarbourSide units, when
released to the market, achieved a remarkable buyer response in
terms of both price and interest levels. The devalopment of The
Long Beach is progressing well and will be cornpleted in 2005,
New Haven and Napa Valley, the Group's two residential

developments, are almost fully sold.
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Hang Lung Group Limited

Carmel—on—te—HiH

The HarbourSide

Located above the Airport Railway's Kowloon Station, The

HarbourSide consists of three blocks of 80-storey luxury
residential towers built over a 5-storey car park podium. The
development, which received its occupation permit in July 2003,
comprises 1,122 flats including 24 combined units and 36 duplex
units. Each of these units ranges in size from 96 sq.m. to 272 sq.m.

and some include balconies.

The sales programme began in the first quarter of 2004 with a
very good response in the market. We sold 169 units or 15% of
the total 1,122 units through exclusive offers made to vatued buyers
at an average price of HK$9,600 p.s.f. Units that remain unsold

will be released onto the market at appropriate prices in the future.

Carmel-on-the-Hill

Introduced to the marketplace in August 2004, Carmel-on-the-
Hill, a prominent development located in Ho Man Tin received &
good response from buyers with 165 units or 88% out of 188 units

sold within three weeks.

The 24-storey residential tower, which received its occupation
permit in October 2003, is built over a 4-storey car park and a
retail podium. It contains 188 residential units at 61 sgq.m. to

143 sg.m. each.
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The Léng‘Beach

AquaMgahé

AquaMarine
Located on the West Kowloon Reclamation area at Sham Shing Road,

AgquaMarine received its occupation permit in December 2003.

Its five residential towers over a 5-storey car park and retail podium
and one level basement contain a clubhouse and recreational
facilities. Units will be released gradually onto the market over

the next two to three years.

The project is a mixed-housing scheme undertaken in partnership
with the Hong Kong SAR Government. Under the original
agreement, about 30% of the residential area was to be returned
to the Government once the development had been constructed.
A new agreement was later reached with the Government on the
sharing of property sales proceeds. This agreement left the Group

responsible for the entire marketing of AquaMarine.

The Long Beach

The Long Beach is located on the West Kowloon Reclamation
area at Hoi Fai Road, close to the MTR's Olympic Station. Its eight
blocks of 43-storey residential towers, contain 1,829 residential
flats which range in size from 62 sq.m. to 186 sq.m. Each flat
overlooks the harbour entrance. The development, which is
expected to be completed in 2005, also includes a three-storey
car park, office and retail podium and a 4,000 sq.m. detached

clubhouse with recreational facilities.

Like our other developments, it will be released gradually onto

the market over the next two to three years.
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Hang Lung Group Limited

New Haven and Napa Valley

99% or 652 units of New Haven at Sha Tsui Road, Tsuen Wan,
have been sold to date. The development consists of three 36-
storey residential towers over a 2-storey car-parking podium with
clubhause and recreational facilities. The development has 658

residential units ranging in size from 65 sq.m. to 91 sq.m.

Napa Valley at Fu Tei in Tuen Mun comprises a 14-storey
residential tower over a 3-storey car-parking podium with
clubhouse and recreational facilities. All of the 98 residential units

ranging in size from 60 sg.m. to 63 sq.m. have been sold to date.

SHANGHAI

Plaza 66

The Plaza 66 development continues to evolve with the second of
its office towers under construction. The development includes a
major shopping mall and two office towers, of which the é6-storey

Office Tower 1 has been leased over the past two years.

Office Tower 2, now under development, will have 51 floors with a
gross floor area of 81,400 sg.m. and will be linked to Office Tower 1
by a specially designed bridge. Work on this latest development is
progressing on schedule and various construction contracts are

being finalized. We expect to complete the development in 2006.
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The Grand Gaté?vay

The Grand Gateway

The Grand Gateway development in Xujighui comprises a shopping

mall, two residential buildings, two office towers and a block of
serviced apartments. The shopping mall and The Grand Gateway
Garden | (a residential building) have been completed.
Construction work on the second residential building - The Grand
Gateway Garden Il with a gross floor area of 32,300 sq.m.; two
office towers with a gross floor area totaling 124,000 sq.m.; and
serviced apartments with a gross floor area of 19,200 sq.m. is
progressing on schedule, and is anticipated to be completed in

the next two years.

One of the office towers that is currently under construction has
been sold to our ex-joint venture partner. To date, US$108.6
million or 88% of the total purchase price of US$124 million has
been received. It is expected that the construction will be
completed by June 2005 and the sale will be completed by
September 2006.

PROPERTY LEASING

Rental revenue on our properties increased 4% or HK$83 mitlicn
compared to last year’s figures. This was due primarily to the
strong growth of rental income from our two Shanghai properties,
Plaza 66 and The Grand Gateway.

The performance of our Hong Kong portfolio remains stable. The
successful conversion of the Grand Tower Hotel into an office and
commercial complex known as the Grand Tower has contributed
additional rental income in the second half of the financial year.
Rental yield on both Grand Tower and Grand Plaza Apartments
has improved compared to the yield received when both buildings

operated as hotels,
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B DT 2 IREYH
GEOGRAPHICAL ANALYSIS OF INVESTMENT PROPERTIES

HoFFOFEXRFZF8  at 30 June 2004

BHEEE HAHE
[(TFEHH No. of
Gross Floor Area Carparking
(000 sq.m.) Spaces
5
C o/l R/A Total cP
=k Hong Kong
#EE Hong Kong Istand: i
TEREE Central and Admiralty 101 405 - 50.4 16
FEEREF Causeway Bay and Wanchai 40.8 388 189 98.5 AT
BELRHRE Kornhill and Quarry Bay 541 37.3 353 126.7 1,159
WER%E  The Peak and Mid-Levels 15 - 157 282 o
EEEE Hong Kang South - - 9.2 9.2 89
nE: Kowloon: ! !
T &R m Mongkok and Ho Man Tin®* 324 69.6 - 1020 1473
LPEREAE  Tsimshatsui and West Kowloon 285 1.1 0.1 397 ‘ -
LEER Ngau Tau Kok and
B Kwun Tong 606 8.6 - 69.2 785
EP2 ZER  Cheung Sha Wan,
£8 Kwai Chung and Tsuen Wan 31 86.3 201 1095 L_SL
L Shanghai 1
#"EE Xuhui District 1019 - 32.3 134.2 1100
BTE Jing An District 51.7 78.2 - 129.9 L
B Total 395.7 370.4 131.6 897.7 © 6,653
# RREEWELEDZ EEDETES C: B o/l BFRT# R/A: (£, BAT CP: B85
Representing Hang Lung Properties Group's attributable property interest Commercial Office/Industrial Residential/Apartment Car Parks

Hang Lung Group Limited
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Fashion Walk

HONG KONG

Commercial and Retail Sector

Overall retail rental revenue for the financial period under review
remains stable. Since the second quarter of 2004, we have seen
rents at our prime retail areas such as Causeway Bay, Mongkok,
Admiralty and the Peak improve as a result of the post-SARS
business recovery and the influx of tourists from Mainland China.

Retail rents at our regional shopping malls have also stabilized.

» Causeway Bay
At Fashion Island/Fashion Walk, rental income has slightly
increased by 2% with occupancy levels reaching 99%. This
represents a 1% improvement over last year. Hang Lung Centre
is now fully let with rental income up 6%. The tenant mix has

been refreshed with the arrival of a famous cosmetics chain.

¢ Quarry Bay
Kornhill Plaza is the convenient shopping mall located above
the Tai Koo MTR Station. Here rental income is up by 6% with

occupancy standing at 100%.

The Peak
At The Peak Galleria, occupancy improved tc a level of 100%

while rental income remains at the same level as last year.

Kowloon Bay
Occupancy at Amoy Plaza has gradually increased to 99% but
rental income is still in an evolutionary phase and has decreased

by %. This figure is expected to improve next year with steady

=it i occupancy.
Y%3E PROPERTY LEASING
2004 2003 &%) Change
BEx BET BEETT BO®R
$Million $Million $Million %
£ Turnover ‘ 2,322.1 22391 +83.0 +4
EERT Operating Profit 1,634.0 1,602.4 +31.6 +2
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Hang Lung Group Limited
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The Summit

* Mongkok
The Grand Tower shopping mall has reached 100% occupancy
after the conversion project last financial year which resulted
in hotel floors being converted into office space to produce a
new profile of 14 floors of offices, seven floors for retail and one
floor as a car park. Despite the short-term loss of revenue
from this renovation, rental income remained at a similar level
to last year. The rental yield from the new Grand Tower has
improved and is increasing in comparison to the previous hotel

operations, emphasizing the success of the conversion project.

Office Sector
Overall rental revenue dropped 7% as the office market continued
to face difficutt market conditions. Rents have stabilized but the

pick up for new office space still remains weak.

Rental income from our four office properties in Central decreased
12% while occupancy increased to 97%. The decrease in rental
income from our Central office properties was due to the
combination of abundant supply and lack of new demand.
Although sentiment towards the office sector has improved, it is
expected that office rents may still be under pressure in the near
term. Rental income from office properties in areas other than

Central has fallen 6% with occupancy decreased to 87%.

Residential and Apartment Sector

At The Summit, our luxury residential property situated in Mid-
Levels on Hong Kong Island, occupancy reached 80% with rental
income significantly increased. This prestigious development with
its luxurious multi-purpose penthouse function room, clubhouse
and sizeable indoor swimming pool continues to attract quality

corporate and consular tenants.
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aza patmet Plaza 66

Grand Plaza Apartments, located above the Tai Koo MTR Station,
has accrued significant savings in operating expenses following
its conversion from a hotel to a serviced apartment development.

This has resulted in a 21% increase in operating profit.

We have continued our programme of selling residential flats at
Garden Terrace in Mid-Levels. We sold three of the 74 four-
bedroom units in the development during the year. A total of 72

units have heen sold to date.

Burnside Estate in Hong Kong South had its occupancy increase

to 95% with rental revenue at a similar level to last year.

SHANGHAI

Our Shanghai interests continue to perform with strength and
depth. Rental revenue rose 19% or HK$84 million to HK$519.5

million.

Plaza 66

Located at Nan Jing Xi Lu in the historic Puxi district of Shanghai,
this prestigious shopping area includes Office Tower 1 which
provides 46 storeys of Grade A office space located over a 5-storey
superior retail podium. Plaza 66 is currently the tallest building

in Puxi and boasts remarkable architectural features.

Both the office space and the retail podium remain fully let with
respective rental revenue rising 5% and 35% compared to last
year. Offices are used by multinational companies as their
headquarters in Shanghai while the retail podium contains world
famous brands such as Blumarine, Bvlgari, Cartier, Cavali,
Celine, Chanel, Christian Dior, Dunhill, Emporio Armani,
Ermenegilde Zegna, Escada, Fendi, Gieves & Hawkes, Hermes,
Lalique, Lancel, Laurel, Loewe, Louis Vuitton, Moschino, Prada,
TOD'S, and Versace.
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Hang Lung Group Limited

Syndicated loan signing ceremony
The Grand Gateway

Located above Shanghai's largest subway station, Xujiahui Station,
The Grand Gateway comprises a shopping mall, two residential
buildings, The Grand Gateway Garden | and Il, two office towers
and a block of serviced apartments. The construction of the
shopping mall and one residential building have been completed
and the remainder of the development is progressing on schedule.
The shopping mall comprises a total gross floor area of 101,924
sg.m. with department store, multiplex theatres, restaurants, fully
integrated family leisure facilities and specialty shops. It is now
fully occupied with rental revenue up 30%. The Grand Gateway
Garden |, a 32,300 sq.m. 34-storey residential tower with 268 two
and three-bedroom luxuriously furnished apartments, was 96%

leased by the end of the financial year.

FINANCE AND TREASURY OPERATIONS

Liquidity and Capital Resources

Sales proceeds from The HarbourSide worth HK$2.3 billion aided
our cash inflow significantly. HK$0.5 billion of this figure was
received during the second half of the financial year. Meanwhile,
cash used in cperating activities amounted to HK$0.2 billion for
the year. This was mainly used to meet the construction costs of

four property development projects.

During the year, Hang Lung Group Limited refinanced HK$3 billion
of its existing facilities with new facilities at favorable terms to
reduce the Group’s costs of funds and to extend debt maturity
profiles by securing longer term financing. The Group's listed
subsidiary, Hang Lung Properties Limited also signed a HK$6
billion syndicated loan facility with 19 international and local banks.
This comprised a HK$2 billion 5-year revolving loan and a HK$4
bitlion 7-year term loan. The facility was very well received by the
banks and was oversubscribed at both the underwriting and

general syndicated stages.
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As at 30 June 2004, undrawn banking facilities together with bank
1,553 million, comprising HK$1,959
million bank deposits, HK$8,244 million committed facilities and
HK%$1,350 million demand facilities.

deposits amounted to HK$1

Return on Shareholders’ Fund

Surplus cash generated from leasing operations and the sale of
property developments is invested in principal protected and liguid
investment devices. This maximizes the yield on surplus funds

with 2 view to improving the investment return to our shareholders.

RISK MANAGEMENT

Land Bank

During the year, our property arm, Hang Lung Properties Limited,
actively participated in land auctions in Hong Kaong and continued
with its proven and prudent approach towards land acquisition, buying
land only when the price and the location was right. Hang Lung
Properties’ existing land bank in Hong Kong is 4.4 million sg.ft. and,
based on today's selling prices, is estimated to be approximately

two-thirds of Hang Lung Properties’ current market capitalization.

The group developed an investment plan in Mainland China which
included unambiguous criteria for the selection of target cities.
This was based on the development status of major cities and
whether they had a prosperous location, strong support from
government for business growth and reasonable land prices. Our
senior management teams, who actively participate in and
supervise project progress, lead our land acquisition projects in

Hong Kong and Mainland China.
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Hang Lung Group Limited

Interest Rate and Exchange Rate Risks

We have followed a policy of developing long term banking facilities
to match our long-term investment plans in Hong Kong and
Mainland China. This enables us to aveiding high borrowing costs
from short term financing for long-term investment. Our policy
on interest rate risk management also involves close monitoring
of interest rate movements and to replace and enter into new
banking facilities when good pricing opportunities arise. Interest
rate swaps to hedge exposure to floating rates are used where
appropriate. Borrowings are alsc designated in local currencies
to match the corresponding payment currencies for mitigating

exposure on exchange rate fluctuations.

Retail Climate and Rental Collection

We have continued to organize various promotional events during
holiday seasons to improve customer traffic at our retail centers.
We have also actively avoided entering the spirat of cutthroat
competition of rent reduction. The tenant mix at our retail outlets
remains under constant review, along with policies on the
collection of rental and outstanding debts. Cases are reviewed
weekly by management and penalties are imposed for late
payment where appropriate. Potential bad debts are maintained

at a minimal percentage of total debtors throughout the year.

Insurance and Maintenance

All investment properties are well insured for any loss from
casualties. Regular reviews of individual properties are
undertaken and precautionary works are carried out immediately
when problems arising from physical obsolescence are identified.
We have an angoing maintenance project throughout the year for
enhancement of all buildings. A large scale cleaning exercise is
also carried out at regular intervals for residential properties as

well as shopping malls.
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Aged 54, Mr. Chan joined the Group in 1972 and became Chairman in
1991. Heis alsc Chairman of Hang Lung Properties Limited, a subsidiary
of Hang Lung Group. Mr. Chan is a Vice-President of The Real Estate
Developers Association of Hong Kong, a Vice Chairman of the Asia Society
and Chairman of its Hong Kong Center, and a board member of the
China Development Research Foundation of the State Council of the
People's Republic of China. Mr. Chan alsc serves on the governing or
advisory bodies of several think-tanks and universities, including the
Hong Kang University of Science and Technology and the University of
Southern California, U.S.A., where he received his MBA. He is a brother

of Mr. Gerald Chan, a Non-Executive Director of the Company.

Aged 73, Mr.Yin joined the Group in 1970, held various positions on the
Board, including Managing Director between 1986 and 1992, and has
been the Vice Chairman since 1992. He has over 20 years of experience
in the fields of property investment and development and is & qualified
banker with a Banking Diploma from The Chartered Institute of Bankers
in London, U.K. Mr. Yin is also the Vice Chairman of Hang Lung
Properties Limited.

Aged 53, Mr. Yuen has been with Hang Lung since 1978 when he joined
the Company as its Financial Controller. In 19871 he became an Assistant
Director and began to assume various operating responsibilities in
the Group. in 1988 he became an Executive Director and was appointed
Managing Director in 1992. Prior to joining Hang Lung, Mr. Yuen
practised public accounting for four years in England and in Hong Kong.
He is a graduate of the University of Manchester, U.K., a Fellow of The
Institute of Chartered Accountants in England and Wales and an
Associate of the Hong Kong Institute of Certified Public Accountants.
Mr. Yuen holds several public and industry-related positions including
being a Director and Member of the Executive Committee of The Real
Estate Developers Association of Hong Kong, a Member of the Hong
Kong Housing Society, and a Member of the Land Sub-committee of
the Land and Building Advisory Committee. Mr. Yuen is also the

Managing Director of Hang Lung Properties Limited.

Hang Lung Group Limited

Mr. Ronnie Chichung Chan

Chairman

Mr. Shang Shing Yin

Vice Chairman

[independent Non-Executive Director]

Mr. Nelson Wai Leung Yuen

Mapaging Director
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Aged 33, Mr. Chan has been a Director of the Company since 1986. He
has Bachelor's and Master's degrees in Engineering from the University
of California, Los Angeles, and a Doctorate from Harvard University.
Mr. Chan is a director of a number of investment and holding

companies. He s a brother of Mr. Ronnie Chan, Chairman of the Group.

Aged 56, Ms. Chen joined the Group in April 1997. She has been involved
in the banking, real estate, and financial service industries for over
twenty years, both in Hong Kong and in the U.S. Since 1993 she has
been a director of the Sterling Group - a private investment entity -
and actively manages investment portfolios in global capital markets,
with special interests in emerging markets and high-yield products. In
addition to her business commitments, she serves on the advisory
councils of the Hopkins-Nanjing Center - a joint program between the
Johns Hopkins and Nanjing Universities, the Asia Society Hong Kong
Center, and participates in numerous philanthropic activities. Ms. Chen
holds an MBA from the George Washington University in Washington,
DC, and a post-graduate certificate in International Banking from the
University of Virginia. Ms. Chen is also an Independent Non-Executive

Director of Hang Lung Properties Limited.

Aged 77, Dr. Cheng joined the Group in 1993. Dr. Cheng obtained an
engineering degree frem Tianjin University and a post-graduate
diploma from imperial College, London, U.K., of which he is a Fellow.
He is a past President and Honorary Fellow of The Hong Kong Institution
of Engineers, Fellow of the Hong Kong Academy of Engineering
Sciences, and past Vice President, Fetlow and Gold Medallist of The
Institution of Structural Engineers, and Fellow of The Institution of Civil
Engineers, U.K. An Authorised Person and Registered Structural
Engineer in Hong Kong, Dr. Cheng holds a number of directorships.
He was a Member of both the Executive and Legislative Councils. Dr.
Cheng is also an Independent Non-Executive Director of Hang Lung
Properties Limited.

Hang Lung Group Limited

Mr. Gerald Lokchung Chan

Non-Executive Director

Ms. Laura Lok Yee Chen

Independent Non-Executive Director

Dr. Hon Kwan Cheng,
GBS, OBE, JP

Independent Non-Executive Director
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Aged 66, Mr. He joined Hang Lung in 1977 and was appointed Executive
Director of the Company in 1993 with responsibility for project
management. He has & Bachelor's degree in Architecture from the
University of Hong Kang and is a Member of the Royal Institute of British
Architects, the Royal Australian Institute of Architects and The Hong
Kong Institute of Architects. He is a Registered Architect in the United
Kingdom and Australia, and an Authorised Person (List 1) in Hong
Keng. Prior to joining Hang Lung, Mr. Ho was an architect with the
Hong Kong Gavernment. He is also an Executive Director of Hang Lung

Properties Limited.

Aged 55, Mr. Ip joined the Board in July 1998. Mr. Ip is a solicitor and
Notary Public. Mr. Ip has a distinguished record of public service. A
former Legislative Councillor, past President of the Law Society of Hong
Kong and Founding Chairman of the Hong Kong Institute of Education,
he is currently a Member of the Executive Committee and Board of
Directors of the Community Chest of Hong Kong. He is a Steward of
the Hong Kong Jockey Club, a member of the Public Service
Coemmission, a member of the Exchange Fund Advisory Committee
and a member of a number of other public bodies, holds honorary
positions in two local universities and Tsinghua University, and is an

Honorary Legal Adviser to several professional associations.

Hang Lung Group Limited

Mr. Wilfred Sai Leung Ho

Executive Director

Mr. Simon Sik On Ip, P

Independent Non-Executive Director
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Aged 58, Dr. Liao was appointed Independent Non-Executive Director
of the Company in October 2003. Dr. Liao is currently a Non-Executive
Director of the Securities and Futures Commission, Managing Director
of Winbridge Company Limited as well as a Director of the Hong Kong
Science and Technology Parks Corporation and the Hong Kong Applied
Science and Technology Research Institute Company Limited. He is
also a Member of the Barristers Disciplinary Tribunal Panel. Dr. Liao
has recently been appointed as the Chairman of the Hong Kong Council

for Academic Accreditation.

Dr. Liao obtained a Master of Arts degree and a Doctor of Philosophy
degree in Applied Physics from Harvard University in 1968 and 1973
respectively, after graduating from California Institute of Technology
in 1967. He is a former Director of Varitronix International Limited which
he co-founded in 1978.

Aged 44, Mr. Ng has been with Hang Lung as an Executive Director since
2001, and is responsible for two areas of the Group's activities. As head of
Finance and Administration, he leads the Group's strategic and corporate
planning, financial investments, and relations with the investment
community. n this role, he also manages the Group's organisational and
support functions. As head of Leasing and Management, Mr. Ng oversees

management of the Group's investment portfolio.

Prior to joining Hang Lung, Mr. Ng was an Executive Director of
Giordano International Limited, where he had been employed since
1993. Mr. Ng also worked in the Finance and Listing Divisions of The
Stock Exchange of Hong Kong Limited for a period of over five years,
where he was seconded to the Listing Group of the London Stock
Exchange. Prior to that, he gained extensive experience in the auditing
field at PricewaterhouseCoopers. Mr. Ng is a Fellow of CPA Australia
and holds a Bachelor's degree in Commerce from the University of
New South Wales, Australig, as well as a Master's degree in Business
Administration from the Asia International Open University. Mr. Ng is

also an Executive Director of Hang Lung Properties Limited.

Hang Lung Group Limited

Dr. York Liac, Jp

Independent Non-Executive Director

Mr. Terry Sze Yuen Ng

Executive Director
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Aged 54, Mr. Ching joined the Group in 1988 as Group Financial Controller ~ Mr. Robin Sik Wing Ching
and was appointed Assistant Director in 2002, having been appointed  Company Secretary

Company Secretary in 1991. He holds a Bachelor of Business degree

frorn Australia, is a Fellow of The Association of Chartered Certified

Accountants, The Chartered Institute of Management Accountants, The

Institute of Chartered Secretaries and Administrators, the Hong Kong

Institute of Certified Public Accountants and The Taxation Institute of

Hong Kong, an Associate of The Chartered Institute of Bankers, and a

Certified Practising Accountant of CPA Australia. He also holds a

Certificate in Chinese Laws issued by the Chinese authorities.

Hang Lung Group Limited
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Major Group Properties

(A) EERRPYHE

Major Properties Under Development

ROBFOENF=+E

at 30 June 2004

ekl

Location

&

Hong Kong

MEREE FE
Mg

(F75K)
Site Main

Area Usage
(sq.m.]

EEEEE
(FFHK)
Total Gross

Floor Area
(sq.m.)

REREER

(BER=E)
Group's
Attributable
Interest

(%)

e L& R fEEt
BB A

Expected

Stage of Completion
Completicn Date

REE 20,200 R 131,300 56.7 BELE 2004
mhREEER  BEE - ¢/0 20,200 Superstructure

BAHERIT1525
The Long Beach, ‘
Hai Fai Road, |
West Kowloon Reclamation, ||
KIL 11152
WEFRUE - EMERE - 6,300 H 22,000 20 S8+ TER
RETHER2R Planning N/A
MTRC Tung Chung Station
Develapment Package One,
TCTL2
BiEE 7,850 R Fitp 56.7 et TEH
RHERB74T5R Pending Planning N/A
Blue Pool Road, Appraval
IL 5747
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(A] IE%ECP%% (&) RoGEmEX~H=+8

Major Properties Under Development (continved 5t 30 June 2004
WARE S TE @REEEE EEEGER LB ER fREt
2 A& B EE
(F5K) (CFH ) (BH=)
Group’s Expected
Site Main  Total Gross  Attributable Stage of Completion
Location Area  Usage Floor Area Interest Completion Date
[sq.m.) [sq.m.) i%)
&
Shanghai
ABEES ‘ 50,788 R 32,300 66.3 RT2 2006
HRER ‘ BELE
BRESEHE22285 : Superstructure
The Grand Gateway, ‘ 0 62,000 o 2005
2228 Hua Shan Lu, ‘ 0 62,000 0712 2005
Xujiahui, Xuhui District BELE
! Superstructure
S 19,200 BELE 2005
Superstructure
BRES 31,100 0 81,400 54.8 0712 2006
BZE WEIE
O RTERR 12665 Foundation
Plaza 66,
1266 Nan Jing Xi Lu,
Jing An District

C :B# Commercial H  BIE Hotel 0 : BFI& Office
OT1 . BFRBE—FE Office Tower | 072 : BFH#E B Office Tower 2 R . (#% Residential
RT2 : (FEAHBE B Residential Tower 2 S . BRIFUEAT Serviced Apartment

Hang Lung Group Limited




(B) TECEREFEYF mansst

Major Properties Completed For Sale 5t.30 June 2004

>3

|
43
4

bk TEAE RIEEEE REIESES FEEUR
(7531 (Ba=E) EUEE

Location Main Usage Total Gross | Group’s Attributable No. of residential
Floor Area Interest | units & carparking

(sq.m.) (%) spaces

&8
Hong Kong

EBRT R | 128,845 567 | 1,122 units
WL EEBE I - NEEAMER 110805 i 864 carparking
The HarbourSide i i spaces ‘
KIL 11080, 1 Austin Road West | | 5
| {
| |
EEEXR R 96,850* 51 1,616 units
RSN - ¥R ER63385R C 22,350 516 carparking
AquaMarine spaces
NKIL 6338, 8 Sham Shing Road
! [ \
gzt R 1 10,654 56.7 || 188 units
MBI - AEEABER111225 c ‘ 2131 1 58 carparking ‘
Carmel-on-the-Hill 1) i spaces E
KIL 11122, 9 Carmel Village Street , ‘ 5
i |

BRE WS =R EEEELDERT - FEEEEEFNHEE BERFUBDRETVGE -
Under the original agreement, about 30% of the residential area was to be returned to the Government. A new agreement was later reached with the Government
on the sharing of the net proceeds on property sales.

C : &# Commercial
R . {£% Residential

EEEEERLE




(C] ERREMF

Major Investment Properties

RIBFREN[A=+E

at 30 June 2004
BEEE(FHR)
Gross Floor Area (sg.m.)
HE2h 2 mE k] BF@ /1% E=E/ZH BLUEE
Location Lease Expiry | Commercial Office/Industrial  Residential/ | No. of Carparking
Apartment Spaces

it
Hong Kong

PERREE
Central and Admiralty

HERESRENRIT -
RHBER339%%

Printing House,

6 Duddell Street, 11339

BEMEFHIE-RITRL -
NHER 731058

Chekiang First Bank Centre,

1 Duddell Street, IL7310

ERE225R BT

R ER 6445R

Baskerville House,

22 lce House Street, |Lé44

EEHETLATBITRITAE

S {EHER 1035RA RBER

Standard Chartered Bank Building,
4-4A Des Voeux Road Central,
Sections A&B of ML103

SEBEI B ERR
Queensway Plaza,
93 Queensway

2848

2848

2880

2854

2012

1,709 5,980 -

- 9,007 -
1,473 3,379 -
4,814 23,730** -
6,923 - -

Hang Lung Group Limited
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R-FEONESFE=ZTHE

Major Investment Properties icontineq 2130 June 2004
BEEE (FIK)
Gross Floor Area [sq.m )
2 22 R B BYE/T1¥ GF/BFA BYU#E
Location Lease Expiry | Commercial Office/industrial  Residential/ | No. of Carparking
Apartment Spaces

e T

Causeway Bay and Wanchai

BEFE2-205EERERL 2864
Pt ER 52455 B 74955

Hang Lung Centre,

2-20 Paterson Street,

fL524 & IL749

EEE - B
SFEAE - NEE -
RS SLTE

TS ER23 15 R525%

R ER 4695 F 47055
Causeway Bay Properties,
Paterson Street,

Houston Street,

Great George Street,
Cleveland Street,
Kingston Street,
Gloucester Road,

ML231, ML52, 1L469 & IL470

2842, 2864
& 2868

REBIRERE 2060*
A ER 85605

Park Towers,

1 King's Road, IL 8560

B EiB4-8%R 2060*
BEPOI1SE28E

AHLERB633%%

15/F-28/F, Shui On Centre,

6-8 Harbour Road, IL8633

8,613 22,161 -

31,072 - 7,935

1,101 - -

- 16,722 -

250

42
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(C) FERENE =

Major Investment Properties continve

Ro-FFEEXNRZ+H

at 30 June 2004
BEERCFAR)
Gross Floor Area [sq.m.]
S W EREH e HEE/IE EE B ENHE
Location Lease Expiry | Commercial  Office/Industrial  Residential/ | No. of Carparking
Apartment Spaces

Bl R 8 f

Kornhill and Quarry Bay

BB 2FREBRES
MHLERB5665R

Kornhill Plaza,

1-2 Karnhill Road, L8566

BRILB2SREME -

AHBER 85665

Grand Plaza Apartments,
2 Kornhilt Road, 1L8566

HEBTHREERD
PIHER35075%

Stanhope House,

734 King's Road, 1L.3507

2059*

2059*

2007

53,080

10,577 -

35,275

1,051 26,720 -

1,069

70

WTER¥EILE

The Peak and Mid-Levels
WTEEI8RILTERES
AP ER 357

The Peak Galleria,
118 Peak Road, RBL3

TEETEREZE2IRE-E

A ER 89657 K 28505%

Block 2, Nos. 2&3 Garden Terrace,
Garden Road, [L896 & L2850

RIERBLICERAEE -
RHLER88705R

The Summit,

41C Stubbs Road, L8870

2047

2078
& 2886

2047

12,500 - -

- - 558

15,225

493

26

S4

Hang Lung Group Limited
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Major Investment Properties icontinea at 30 June 2004
BEEEFFR
Gross Floor Area [sq.m.]
& ’ 22 & AR B BFEIH¥E FE/EAH HHE
Location Lease Expiry | Commercial Office/Industrial  Residential/ | No. of Carparking
Apartment Spaces

EEME

Hong Kong South

HEEIRESR -
TREHER 99457
Burnside Estate,

9 South Bay Road, RBL9%4

i A RS H
Mongkok and Ho Man Tin

B ESSHT AT OE— 5 - 2060 || 101 2,300 - -
NBEARHEER 124255
Argyle Centre, Phase |, |
688 Nathan Road, KIL1262 J

FAEE627-64 1 ATRIERR L 2060 19,276 22,637 - 40
NEERMER 102465
Grand Tower,
627-641A Nathan Road,
KIL10246

BIEOSREIAE 2060 || 1,629 8,614 - -
JLBEMHEER 102345%

Ritz Building,

625 Nathan Road, KIL10234

EREI12- 11205 ERKE 2045* - - - 955
FLEERHEERST08%R

Hang Tung Building,
1112-1120 Canton Road,

KIL?708
BTSSR R - 204t || 6297 29966 § 178
JLBE A ER 9590%%

Park-In Commercial Centre,
56 Dundas Street, KIL9590




(C) FTEREWE @

Major Investment Properties (continea

R-FRFREX[A=+R

at 30 June 2004

2R R ERE SR
Location Lease Expiry

HARMAXH @@

Mongkok and Ho Man Tin (continued)

WERESRERL 2050
JUBERHIER 111225%

Carmel-on-the-Hill,

9 Carmel Village Street,

KIL11122

RIDERFENEE

Tsimshatsui and West Kowloon

BEERTESREE L 2038
JLBEARMLER 772557 RBO265R

Grand Centre,

8 Humphreys Avenue,

KIL7725 & KIL8026

BHE221B-E57 2037
BEEERE
BEHEER 1061958 281325%
Hanford House,
221B-E Nathan Road,
KIL10619 & KIL8132

RERSFEBERX 2050
BRI ER 63385

AquaMarine,

8 Sham Shing Road,

NKIL6338

BEEE (PR

Gross Floor Area [sg.m.]

[k BEES IR FRE
Commercial Office/Industrial  Residential/
Apartment

2,131 - -

3,688 7.198 -
2,443 3,892 -
22,350 - -

BAHE
No. of Carparking
Spaces

Hang Lung Group Limited
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Major Investment Properties (continuea

R-FFOEXA=FA

at 30 June 2004

M B WRERFH

Location

FRARBIE

Ngau Tau Kok and Kwun Tong

SBABITREAES

BT LEEMHIERS3SR - 14825 -
2660%% R 394757

Amoy Plaza,

77 Ngau Tau Kok Road,
NKIL53, NKIL1482,
NKIL2660 & NKIL3947

GHEABTRARIEFL
FABEAMER17445R
Amoycan Industrial Centre,
7 Ngau Tau Kok Road,
NKIL1744

RXEBEBEHRS
FLEE N ER 60555

Laguna Plaza,

Cha Kwo Ling Road,
NKIL6055

Lease Expiry

2047

2047

2047

BEEE(FAXK)

Gross Floor Area (sq.m.)

EkE B/ IT¥ (%8R
Commercial Office/Industrial  Residential/
Apartment

44,951 - -

- 8,589 -

BUHE
No. of Carparking
Spaces

620

165

EREBERLA




(C) X EREWE =

Major Investment Properties (continued

ROBRRBENEZTE

at 30 June 2004

HE HRERFE

Location

BB EEREE

Lease Expiry

BEERE IR

Gross Floor Area [sq.m.]
5k BYE/ 1% EEBFR

Commercial Office/lndustrial  Residential/
Apartment

Cheung Sha Wan, Kwai Chung and Tsuen Wan

FIBLTOHREERE -
FINEEARREER 1 T615R

Park Building,

476 Castle Peak Road, NKIL1761

PRAERILERERE

H VBN ER 55685

CNT Group Building,

822 Lai Chi Kok Road , NKIL5568

KRR
NBEANBER62295%

% Wing Hong Street, NKiL46229

BRILEZEEEIA - 182
5A - 6ARGBSRESE -

BB XD 45RHER3336%
Shops TAT, 1A2, BA, 6A & 6B,
Laichikok Bay Garden,

Lai King Hill Road,

Lot 3336 of SD4

EBAL3-A51RETAR L

LB 4LSHFIER6I0RAR

Star Centre, 443-451 Castle Peak Road,
Section A of Lot 690 in DD445

ST L ABRIBFTHE
EETHER3565R

The Bay Bridge, 123 Castle Peak Road,
Yau Kom Tau, TWTL 356

2047

2047

2047

2047

2047

2047

‘; - 13,522 -

- 9,004 -

35,223 -

- 28,512 -

20,094

BNHE
No. of Carparking
Spaces

73

95

172

27

179

Hang Lung Group Limited
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(C) FEREVH =

Major Investment Properties icontinea

R-OBERFEXN[=+A

at 30 June 2004

bk ERERFR

Location Lease Expiry

5

Shanghai

wER 2043
REREEUR2118%

BELES—H

The Grand Gateway Garden |,

2118 Hau Shan Lu,

Xujiahui, Xuhui District

BRER 2043
BRRECBERIFAEEES

The Grand Gateway, 1 Hong Qiao Lu,

Xujiahui, Xuhui District

BrE 2044
ERARI2665BEES

Plaza 66, 1266 Nan Jing Xi Lu,

Jing An District

BEEE (FHK)

Gross Floor Area (sq.m.)

k]

Commercial

101,924

51,700

¥R/ 1%
Office/Industrial

78,200

E%/EFH
Residential/
Apartment

32,300

BAUEE
Na. of Carparking
Spaces

1,100

494

B TAF

With an option to renew for a further term of 75 years

~ ZEEHERBE_E_T BT -FARBFTRZIESUA  ABBEZHEEESR _F-_FROXERE -

The Group is now entitled to rental on 22,101 sq.m. of office area. The rights to rental entitlement in the remaining area will revert to the Group in 2012.
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EFHANa
Report of the Directors

EERMAREEE-_SZTOFAX
A=Z+HLEFEEEREREELY
BREUAMEE -

FEXRK

ARRZIBEBRRERRE  YEBHN
BRRREMRERIEHERES  ®E
MENRUEEZ A AREMIRE - At E
BREFESERRMEERE THEBLE
RAEEEER -

FHERREBEBRRES T T EBE
RERREHNBRENEZE RN -

FEMBERARREGERT
FAEEBZIEMBRARAEAT  HEE
Eiafing  BRABRA SMEASERN
BREREMESE =+ =R TWER -

E

ARARZE_TTMEAA=ZTALEEZ
BRI RAARRAEERZE ZHERRE
RELTNE-BZ+NEZHBERENR -

TEUHERE
AEBEETEYRFRIEE BERS
EERRARFRENRARR -

Hang Lung Group Limited

THE DIRECTORS HAVE PLEASURE IN SUBMITTING
THEIR REPORT TOGETHER WITH THE AUDITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED
30 JUNE 2004.

Principal Activities

The principal activities of the Company are investment holding,
and through its subsidiaries, property development for sale and
leasing, property investment for rental income, and other
investments. The Group also operates in car park management
and property management, and through its jointly controlled

entities, the Group is involved in the operation of dry-cleaning.

An analysis of the Group's turnover and trading results by business
and geographical segments during the financial year is set out in

Note 2 on the Accounts.

Principal Subsidiaries and Jointly Controlled Entities

A tist of principal subsidiaries and jointly controlled entities,
together with their countries of operations and incorporation and
particulars of their issued share capital/registered capital, is set

out in Notes 33 and 34 on the Accounts.

Financial Results
The profit of the Group for the year ended 30 June 2004, and the
state of affairs of the Company and of the Group at that date are

set out in the financial statements on pages 78 to 138.

Ten Year Summary
A summary of the results and of the assets and liabilities of the
Group for the last ten financial years is set out on pages 4 and 5 of

the annual report.
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Dividends

The directors now recommend a final dividend of 36 cents per share which, together with the interim dividend of
12 cents per share paid on 23 April 2004, makes a total of 48 cents per share in respect of the year ended 30 June
2004, The proposed final dividend, if approved by the shareholders at the Annual General Meeting on 23 November
2004, will be paid on 26 November 2004 to shareholders whose names appear on the Register of Members on 10
November 2004.

Major Suppliers and Customers
During the year, both the percentage of purchases attributable to the Group's & 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 24 on the Accounts.

Donations
Donations made by the Group during the year amounted to HK$6.3 million {2003: HK$12.2 million).

Fixed Assets

Details of movements in fixed assets during the year are set out in Note 10 on the Accounts.

Bank Loans and Overdrafts

Particulars of bank loans and overdrafts of the Group as at 30 June 2004 are set outin Note 17 on the Accounts.

Borrowing Costs Capitalisation
Borrowing costs capitalised by the Group during the year amounted to HK$127.2 million [2003: HK$170.0 million).

Major Group Properties

Details of major properties of the Group as at 30 June 2004 are set out on pages 38 to 48 of the annual report.

Share Capital
During the year, the issued and fully paid share capital was increased by the issue of 2,898,000 (2003: 820,000)
shares as a result of the exercise of share options under the Company's share option schemes. Details of

movements in share capital of the Company during the year are set out in Note 23 on the Accounts.

Hang Lung Group Limited
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Share Capital of the Company's Listed Subsidiary

During the year, 37,285 (2003: Nil) Convertible Cumulative Preference Shares of the Company's listed subsidiary,
Hang Lung Properties Limited ["HLP"], were converted which resulted in the issue of 28,560,310 (2003: Nil)
ordinary shares of HLP.

The issued and fully paid ordinary share capital of HLP was further increased during the year by an additional
issue of 382,006,553 [2003: NilJ ordinary shares as a result of the exercise of conversion rights attaching to the
3.4% Guaranteed Convertible Bonds due 2007 issued by HLP's wholly-owned subsidiary, HLP Internationat
Treasury Limited ("Convertible Bonds"] in 2002. All Convertible Bonds have been converted or redeemed as at
30 June 2004.

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 28 to 35 of the annual report.

Name Position Held Age  Length of Directorship

lin years)
Ronnie C. Chan Chairman 54 32
S.S5.Yin Vice Chairman 73 34

{Independent Non-Executive Director)

Nelson W.L. Yuen Managing Director 53 16
Gerald L. Chan Non-Executive Director 53 18
Laura LY. Chen Independent Non-Executive Director 56 7
H.K. Cheng Independent Non-Executive Director 77 "
Wilfred S.L. Ho Executive Director 66 "
Simon 5.0. Ip Independent Non-Executive Director 55 6
York Liao Independent Non-Executive Director o8 1
Terry SY. Ng Executive Director 44 3

In accordance with Articles 103, 104 and 118 of the Company's Articles of Assaciation, Mr. H.K. Cheng, Mr. Simon
S.0.1p and Mr. Terry S.Y. Ng retire from the board by rotation at the forthcoming Annual General Meeting and,

being eligible, offer themselves for re-election.

Hang Lung Group Limited
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Directors’ Service Contracts

The appointments of non-executive director and independent non-executive directors are for specific terms 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 campensation [other than statutory compensation).

The shareholders authorised the board of directars to fix the directors’ fee at the annual general meeting. The
Nomination and Remuneration Committee of the Company will recommend the amount for adoption by the
board of directors. The remuneration package of each executive director is also determined by the Nomination

and Remuneration Committee.

No director proposed for re-election at the forthcoming Annual General Meeting has a service contract with the
Company or any of its 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 or any of its 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 and Short Positions in Shares, Underlying Shares and Debentures

On 20 May 2004, the following directors had been granted options to subscribe for shares in the Company and for
ordinary shares in the Company's listed subsidiary, Hang Lung Properties Limited under their respective Share
Option Schemes. The options granted are exercisable in 4 tranches, i.e. the first 25% from 20 May 2005, the
second 25% from 20 May 2006, the third 25% from 20 May 2007 and the balance 25% from 20 May 2008 , all
expiring on 19 May 2014, as follows:

The Company Hang Lung Properties Limited
Consideration Exercise Consideration
Exercise paid for No. of Price paid for
No. of Price the Option Option  Per Ordinary the Option
Name of Directors Option Shares Per Share Granted Shares Share Granted
Ronnie C. Chan 5,090,000 HK$9.45 HK$1.00 5,090,000 HK$9.20 HK$1.00
Nelson W.L. Yuen 3,000,000 HK$9.45 HK$1.00 7,126,000 HK$9.20 HK$1.00
Wilfred S.L. Ho 1,388,000 HK$9.45 HK$1.00 3,239,000 HK$9.20 HK$1.00
Terry S.Y. Ng 1,388,000 HK$9.45 HK$1.00 3,239,000 HK$9.20 HK$1.00

Hang Lung Group Limited
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As at 30 June 2004, the directors and their associates had the following interests in the shares and underlying
shares of the Company and its associated corporations which were required to be notified to the Company and
The Stock Exchange of Hong Kong Limited pursuant to Part XV of the Securities and Futures Ordinance ["SFQO")

or pursuant to the Model Code for Securities Transactions by Directors of Listed Companies or which were

required pursuant to Section 352 of the SFO to be entered in the register referred to therein:

The Company Hang Lung Properties Limited

Shares Share Ordinary Shares Share

of HK$1.00 each Options* of HK$1.00 each Options®

Interests % of Issued No. of Interests % of Issued No. of

Name of Directors in Shares Capital Shares in Shares Capital Shares

Ronnie C. Chan - - 5,090,000 - - 5,090,000

S.8.Yin - - - - - -

Nelson W.L. Yuen - - 5,500,000 (Note) - - 7,126,000

Gerald L. Chan - - - - - -

Laura LY Chen - - - - - -

H.K. Cheng - - - - - -

Wilfred S.L. Ho - - 2,638,000 [Note] - - 3,239,000

Simon S.0. Ip - - - - - -

York Liao - - - - - -

Terry S.Y. Ng - - 2,638,000 (Note) - - 3,239,000
# not yet exercised

Note

Name No. of Shares Date Granted Exercise Price Period during which options exercisable

Nelson W.L. Yuen 2,500,000 24 Feb. 2000 $6.12 24 Feb. 2001 to 23 Feb. 2010

3,000,000 20 May 2004 $945 20 May 2005 to 19 May 2014

Wiltred S.L. Ho i 1,250,000 24 Feb. 2000 $6.12 24 Feb. 2001 to 23 Feb. 2010

1,388,000 20 May 2004 $9.45 20 May 2005 to 19 May 2014

Terry .Y Ng 1,250,000 1 Nov. 2001 $5.87 1 Nov. 2002 to 31 Oct. 2011

1,388,000 20 May 2004 $9.45 20 May 2005 to 19 May 2014

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 or any of its subsidiaries a party to any
arrangement to enable the directors of the Company [including their spouse 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.

Hang Lung Group Limited
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Substantial Shareholders’ and Other Persons' Interests and Short Positions in Shares and
Underlying Shares

As at 30 June 2004, details of substantial shareholders' and other persons' [who are required to disclose their
interests pursuant to Part XV of the Securities and Futures Ordinance ("SFO")) interests and short positions in the
shares and underlying shares of the Company as recorded in the register required to be kept under Section 336

of the SFO are as follows:

(a] Interests in Shares

No. of % of

Shares Held Issued Capital

CHAN TAN Ching Fen 493,463,580 (Note 1) 37.17
Cole Limited 493,463,580 (Note 1 37.17
Kingswick Investment Limited 93,000,000 (Note 2/ 7.0
The Capital Group Companies, Inc. 89,937,000 6.77

Notes

1. These shares were the same parcel of shares held by a trust of which Ms. CHAN TAN Ching Fen was the founder.

2. The 93,000,000 shares held by Kingswick Investment Limited were included in the above-mentioned number of 493,463,580 shares held by Ms. CHAN TAN Ching Fen
/Cole 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.

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.

Compliance with the Code of Best Practice
Throughout the year, the Company has complied with the Code of Best Practice as set out in Appendix 14 to the
Rutes Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited ["the Listing Rules”).

Hang Lung Group Limited
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Compliance with the Model Code Set Out in Appendix 10 to the Listing Rules

The Company has adopted a code of conduct regarding securities transactions by directors ("Code of Conduct")
on terms no less exacting than the required standard set out in the Model Code set out in Appendix 10 to the
Listing Rules ["the Code") and the Company has made specific enquiry of all directors that they have complied
with the required standard set out in the Code and the Code of Conduct.

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 8 September 2004, the latest practicable date prior to the issue of this annual report, the
Company believes that the number of securities of the Company which are in the hands of the public is above the

relevant prescribed minimum percentage.

Auditors

A resolution for the re-appointment of KPMG as auditors of the Company until the conclusion of the next Annuat

General Meeting is to be proposed at the forthcoming Annual General Meeting.

By Order of the Board

Robin S.W. Ching
Secretary

Hong Kong, 8 September 2004

Hang Lung Group Limited
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CORPORATE GOVERNANCE

The Company is committed to maintain high corporate governance practices and has complied throughout the
year with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on

The Stock Exchange of Hong Kong Limited ["the Listing Rules"].

The following chart ittustrates the Company's corporate governance structure:

Board of Directors

Rannie C. Chan [Chairman]
S.S. Yin* Vice Chairman)
Nelson W.L. Yuen {Managing Director]

Gerald L. Chan?
Nomination and Laura LY. Chen*

Remuneration Committee

H.K. Cheng*
H.K. Cheng* [Chairman] Wilfred S.L. Ho [Executive Director)
Laura L.Y. Chen* Simon S.0. Ip*
Simon S5.0. Ip* ~ York Liao*
York Liao* Terry S.Y. Ng (Executive Director) Company Secretary

Robin S.W. Ching

Audit Committee Executive Committee of

The Board of Directors

Simon 5.0, Ip* (Chairman] Ronnie C. Chan
Laura LY. Chen* Nelson W.L. Yuen
H.K. Cheng* Wilfred S.L. Ho
York Liao* Terry S.Y. Ng

Managing Director

Nelson W.L. Yuen

Internal Auditor

# Non-Executive Director
* Independent Non-Executive Director

Hang Lung Group Limited
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Board of Directors

The Board of Directors currently comprises four executive
directors, five independent non-executive directors and one non-
executive director. The independent non-executive directors
possess appropriate professional qualifications or related financial
management expertise and have brought a wide range of business
and financial experience to the Board. Full Board Meeting is held
at least twice a year to approve interim and final results and to
propose interim and final dividends. It is also held as and when
necessary to discuss significant transactions, including issuance
of debt securities, material acquisitions and disposals, and
connected transactions, if any. There were five meetings of the
Board of Directors in 2003/04 and the average attendance rate

was 75%.

All the directors have access to timely information in any form
and make further enquiries where necessary. They are
responsible for ensuring continuity of leadership, development
of sound business strategies, availability of sdequate capital
and managerial resources to implement the business
strategies adopted, adequacy of systems of financial and
internal controls and conduct of business in conformity with

applicable laws and regulations.

In accordance with the Company's Articles of Association, new
appointments to the Board are subject to re-election by
shareholders at the upcoming Annual General Meeting ["TAGM"].
Besides, one-third of the directors will retire from office by
rotation for re-election by shareholders at the AGM. Non-
executive director and independent non-executive directors are
appointed for specific terms, which coincide with their expected

dates of retirement by rotation.
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Hang Lung Group Limited

Executive Committee

The Executive Committee of The Board of Directors of the
Company was formed in 1989. Its present members are the four
executive directors who meet regularly at least once a week to
establish the strategic direction of the Company, and to monitor
the performance of management. Each of them has full
understanding on determining which issues require a decision of
the full Board and which can be delegated by the Board to the

Committee or management.

Audit Committee

An Audit Committee was established by the Board in 1999, which
comprises four independent non-executive directors with
appropriate professional qualifications or related financial
management expertise. Meetings are held at least two to three
times a year and are attended by external and internal auditors,
finance director and company secretary for the purpose of
discussing the general scope of audit work and assessing the
group's internal controls. Separate meetings will also be held
with external auditors (in the absence of management] as and
when reguired. The Audit Committee held two meetings in 2003/

04 and the average attendance rate was 71%.

The terms of reference of the Audit Committee include the

following:

* to consider the appointment of external auditors and any
questions of resignation or dismissal;

* to discuss with external auditors the nature and scope of the
audit;

* to review the interim and final results;

* to discuss problems and reservations arising from audits, if any;

* to review the internal audit programme, and to ensure that the
internal audit function is adequately resourced and has
appropriate standing within the Company; and

* to consider the major findings of internal investigations, if any,

and management’s response.
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The Committee is authorised by the Board tc investigate any
activity within its terms of reference; to seek any information it
requires from any employee and all employees are directed to
co-operate with any requests made by the Committee; to obtain
outside legal or other independent professional advice; and to
secure the attendance of outsiders with relevant experience and

expertise if necessary.

Nomination and Remuneration Committee

A Nomination and Remuneration Committee was set up in June
2003, constituted by four independent non-executive directors.
The Committee held two meetings in 2003/04 and the average

attendance rate was 75%.

The terms of reference of the Committee include the following:

¢ to identify and nominate, for the approval of the Board,
candidates to fill Board vacancies as and when they arise;

¢ toregularly review the structure, size and compaosition [including
the skills, knowledge and experience] of the Board and make
recommendations to the Board with regard to any changes;

* to keep under review the leadership needs of the organisation,
both executive and non-executive, with a view to ensuring the
continued ahility of the organisation to compete effectively in
the marketplace;

* to determine and agree with the Board the framework or broad
policy for the remuneration of the executive directors;

* within the terms of the agreed policy, to determine the total
individual remuneration package of each executive director
including any retirement benefits, bonuses, incentive payments
and share options;

* to be aware of and advise on any major changes in employee
benefit structures throughout the Company or Group; and

¢ to ensure that provisions regarding disclosure of remuneration
including pensions, as set out in the Companies Ordinance and

Listing Rules, are fulfilled.
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Hang Lung Group Limited

Chairman
The Chairman is responsible for the running of the Board and
ensuring that all directors perform their functions and contribute
to the Board.

establishment of strategic direction of the Company, and will make

He is also responsible for ensuring the

sure that alt directors have received adequate information on the

Company's strategies and policies.

Managing Director

The Managing Director is responsible for operating the business
of the Company and implementing policies and strategies adopted
by the Board of Directors. He is in charge of the Company's day
to day management in accordance with the instructions issued
by the Board, and regulations under the Companies Ordinance.
He is responsible for ensuring adequacy of systems of financial
and internal controls and conduct of business in conformity with
applicable laws and regulations. The Managing Director chairs
the monthly meetings of the Company’s various operational
divisions. He also conducts semi-annual budget meetings with

divisional heads and the internal Auditor.

Company Secretary

All directors have access to the advice and services of the Company
Secretary, who is responsible to the Board for ensuring that
procedures are followed and that applicable laws and regulations
are complied with. The Company Secretary is also a source of
advice to the Chairman and to the Board on Corporate Governance

and the implementation of the Code of Best Practice.
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Accountability and internal Audit

The Company's accounts are prepared in accerdance with the
Listing Rules, Companties Ordinance and also the accounting
principles generally accepted in Hong Kong. Appropriate
accounting policies are selected and applied consistently;
judgements and estimates made are prudent and reasonable.
The directors endeavour to ensure a balanced and
understandable assessment of the Company's position and

prospects in financial reporting.

The Company maintains a comprehensive and effective internal
control system on income and capital and revenue expenditures.
it also makes sure that the Company's assets are well protected
and there is no misappropriation of assets; that authorisation by
appropriate level of management has been obtained and
documented for every aspect of operations; that proper accounting
records are maintained and financial information are reliable.
Annual budgets are prepared and are subject tc Board approval
before being adopted. Results of operations against budgets are
reported monthly to the Board, so as to maintain an effective

internal control system.

The Internal Auditor, who is independent of the Company's daily
operations and accounting functions, reports directly to the Audit
Committee and the Managing Director on a regular basis. He
has unlimited access to review all aspects of activities and internal
controls of the Group, and regularly conducts audits of the

practices, procedures, expenditure and internal controls.
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Hang Lung Group Limited

Code of Conduct

The Company has adopted a corporate code of conduct since 1994
{"the Code of Conduct") which is updated from time to time, setting
out clear guidelines for staff on matters such as:

 Prevention of Bribery Ordinance;

» solicitation, acceptance and offer of advantages;

acceptable nature and frequency of entertainment;

e proper use of proprietary information;

handling of conflict of interest situations;

* proper usage of the Company's assets and resources;

» restriction on loans to and from business associates;

» personal conduct outside hours of work, including outside
employment; and

¢ transactions in the Company’s shares,

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

employment practices.

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

and all employees of the Company.

Also, all employees above a designated level are required to
complete and sign a "Statement of Interest” bi-annually declaring
their interest, directly or indirectly, with the Company and its
subsidiaries and associated companies, so as to make sure that
all operations are managed in accordance with the highest

standards of practice and corporate governance.
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HKMA Best Annual Reports Awards Presentation

Relations with Shareholders

The Company's Annual General Meeting ["AGM"] provides a good
opportunity for communication between the Board and the
Company's shareholders. Chairman of the Board and
Committees are normally present to answer gueries raised by
shareholders. External auditors also attend the AGM every year.
Notice of the AGM and related papers are sent to shareholders at
least 21 calendar days before the meeting. It is well participated

by the shareholders.

Transparency and Disclosure

The Company is committed to disclose relevant information on
its activities to its shareholders and investors through regular
analysts' briefings, press conferences and press releases, apart
from the Company's annual and interim reports. All inquiries
from investors, media or the public are responded to by executive
directors, company secretary or appropriate members of senior

management.

The Company's information is also accessible to all via the
internet. Besides providing the traditional financial data, the
Company's website also includes the most updated information
on the Company including properties available for sale and let,
latest issued capital, updated substantial shareholders' interests
in shares, major corporate events, presentation for analysts and

investors, and most frequently asked questions.
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Hang Lung Group Limited

SOCIAL RESPONSIBILITY

When it comes to community relations, Hang Lung has continued
to focus on youth education. It has launched the Hang Lung
Mathematics Awards to encourage innovative thinking among
Hong Kong's secondary school students through a rigorous
mathematics research competition. This competition, the first of
its kind in Asia, is the brainchild of Fields Medallist Professor
Shing-Tung Yau, and is administered by the Institute of
Mathematical Sciences of The Chinese University of Hong Kong
in partnership with the Hong Kong Education City under the

Government's Education and Manpower Bureau.

By June 2004, 80 teams from 50 Hong Kong secondary schools
nave participated. Their work will be assessed by an impartial
scientific committee comprising world class mathematicians. A
maximum of eight teams will be selected to receive the award,
which includes scholarships for the students, prize money for

the teachers, as well as development grants for the schools.

Hang Lung is confident that the Hang Lung Mathematics Awards
will help Hong Kong achieve its goal in becoming a knowledge-
based economy. At the same time, Hang Lung hopes to stimulate
new ideas that will bring benefits to a spectrum of professions

and services.
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Employee Ouing

EMPLOYEES

Hang Lung Group's recent successes are the result of the efforts
of a highly motivated and committed staff. During the year, Hang
Lung employed over 1,400 people, of whom over 1,000 were Hong

Kong-based and the remainder operated from our Shanghai office.

We have applied a range of training and development programmes
and resources to help our employees develop the Group's business,
Over the past year, the focus has been primarily on enhancing
competency levels and language skills. We organized training
programmes including Changes of Listing Rules and PRC taxation
issues and ICAC Course on anti-corruption policies to better equip
our employees with the necessary knowledge and skills required
in today's business context. Security and Property Management
Workshops upgraded job knowledge among operational employees
in our Leasing and Management Department and regular fire safety
courses were held to reinforce concepts on fire safety. We also ran
Putonghua courses to strengthen employees’ language proficiency

and communication skills.

The Group continues to mould and build a dedicated business
team. In 2004, we have enhanced the corporate grading structure
and rationalised job titles, which are more comprehensive and
systematic and better reflect the accountability and career paths
of individual employees. The Group also continued to actively
promote and foster a community spirit among its employees. A
number of our employees participated in the "Discover Mai Po”
Charity Walk organized by the WWF Hong Kong and staff and
their family members took part in various recreational activities
such as & weekend sea cruise and BBQs. Dancing classes and
other leisure activities also enabled employees to better enjoy

their leisure time.
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To the Shareholders of Hang Lung Group Limited
(Incorporated in Hong Kong with limited lizbility)

We have audited the accounts on pages 78 to 138 which have been
prepared in accordance with accounting principles generally accepted
in Hong Kong.

Respective Responsibilities of Directors and Auditors

The Hong Kong Companies Ordinance requires the directors to prepare
accounts which give a true and fair view. In preparing accounts which
give a true and fair view it is fundamental that appropriate accounting
policies are selected and applied consistently, that judgements and
estimates are made which are prudent and reasonable and that the
reasons for any significant departure from applicable accounting
standards are stated.

Itis our responsibility to form an independent opinion, based on our audit, on
those accounts and ta report our opinion solely to you, as a bady, in accordance
with section 141 of the Hong Kong Companies Ordinance, and for no other
purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Basis of Opinion

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the accounts. it also includes
an assessment of the significant estimates and judgements made by
the directors in the preparation of the accounts, and of whether the
accounting policies are appropriate to the Company's and the Group's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether the
accounts are free from material misstatement. In forming our opinion
we also evaluated the overall adeguacy of the presentation of information
in the accounts. We believe that our audit provides a reasonable basis
for our opinion.

Opinion

In our opinion, the accounts give a true and fair view of the state of affairs
of the Company and of the Group as at 30 June 2004 and of the Group's
profit and cash flows for the year then ended and have been properly
prepared in accordance with the Hong Kong Comparies Ordinance.

KPMG
Certified Public Accountants

Hong Kong, 8 September 2004
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Consolidated Income Statement

BZE-_ZTTNOF =t+BULHEE For the year ended 30 June 2004
SAEEE BN Expressed in Hong Kong dollars
2004 2003
iir=3 HET HETT
Note $Million $Million
(EF)
[restated]
-] Turnover 2(a) 5,6449.3 3,421.4
HA Other revenue 3 354.6 75.4
EERAREEER Direct costs and operating
expenses (2,832.6} (1,827.0)
THRER Administrative expenses (181.7) (127.9)
REHEERRZ Profit from operations before
R finance costs 2,789.6 1,541.9
HIEBE Finance costs 4 {235.4) (343.6)
BERA Operating profit 4 2,554.2 1,198.3
BIESERNRIEE Share of results of jointly
controlled entities (6.6) (44.9)
B BRI % F Profit before taxation 2(a) 2,547.6 1,153.4
g Taxation 4 {610.2) (348.0)
BRER &5 F Profit after taxation 1,937.4 805.4
LR Minority interests (950.8) (418.2)
P& R PR (8 A R Net profit attributable to
shareholders 24 986.6 387.2
A& 2 Dividends 8 637.3 583.5
FREN Earnings per share 9
R Basic 74.4¢ 29.2¢
#E Diluted 74.2¢ 29.2¢

BRIBMIE I ABRIE — 5815 - The annexed notes form part of these accounts.
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Balance Sheets

—BZERFAA=TE

At 30 June 2004

PRE-F=X-Avi Expressed in Hong Kong dollars
£8 N3
Group Company
2004 2003 2004 2003
oz =Y BEX BERT E
Note $Million  $Miltion  $Million  $Million
(E3)
{restated]
BE ASSETS
FREBEE Non-current assets
BTRE Fixed assets 10 34,4403 31,1861 - -
BB LRER Interest in subsidiaries 1 - — 12,3905 129024
SELNFER Interest in jointly controlled
entities 12 1,319.8 1,388.1 3.9 36
ERLRE Loans and investments 13 183.7 5018 - -
35,9438  330%.0 123944 12.906.2
RBHEE Current assets
FE Inventories 14 12,0963 114562 - -
BUERT RE bR Trade and other receivables 15 1,922.7 208.3 0.2 0.2
REEE Investments I - 1.9 - -
ReRBEAER Cash and deposits with banks 1,959.4 16838 04 -
15,978.4  13,360.2 0.6 0.2
REEE Current liabitities
RIERREY Bank loans and overdrafts 17 - 8011 - 02
ERERREMENR Trade and other payables 18 27722 20241 5.1 45
R-ZZOFIGRE2ISER Floating rate notes due 2004 540.0 - - -
e Taxation 19 603.4 372.1 - -
3,915.6 2.997.3 5.1 4.7
REEE/ (BB F Net current assets/[liabilities) 12,0628 103629 (4.5) (4.5)
BEATDEERE Total assets less current liabilities 48,0066 434189 123899 129017
FRHARE Non-current liabilities
BITER Bank loans 17 11,3193 9.157.9 - -
BERA Deferred taxation 19 456.8 3134 - -
HEthRBEE Other long term liabilities 20 8246 13020 - -
BRI Convertible bonds 21 - 34141 — -
12,800.7 14,1876 - -
SEBRES Minority interests 16,0521 12,3431 — -
EEFE NET ASSETS 19,153.8 16,888.2  12,389.9 12,901.7

Hang Lung Group Limited
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Express in Hong Kong dollars

E3E] YN
Group Company
2004 2003 2004 2003
st BER BETL HER AR
Note  $Million  $Million  $Million  $Miltion
(B3
[restated]
BERGEE CAPITAL AND RESERVES
B Share capital 23 1,327.5 1,324.6 1,327.5 1,324.6
5 Reserves 24 17,826.3 15,543.6 11,062.4 11,5773
B E R Shareholders’ funds 19,153.8 16,888.2  12,389.9 12,9017
RER Nelson W.L. Yuen
EFpEE Managing Director
R+ TerryS.Y. Ng
HITER Executive Director

BRI T ARE IR Y — 54 o

The annexed notes form part of these accounts.
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Consolidated Statement of Changes in Equity

BE_TEMOFAAZ+ELEE

For the year ended 30 June 2004

A AEN Expressed in Hong Kong doltars
2004 2003
Kzt BEX BB
Note $Million $Million
(E7))
(restated]
REtA—RBz@EgEx Total equity at 1 July
+EERE ~ As previously reported 17,039.9 18,159.9
EREHEMEEZ Prior period adjustments in
HIETEE respect of deferred tax 1{n] (151.7) {23.1)
=g As restated 16,888.2 18,136.8
KREMRER Revaluation surplus/{deficit) of
188,/ CRE) investment properties 24 1,904.3 (975.1)
BIEEERRREDE Share of revaluation surplus/(deficit]
2 EikEE/ (RE) of investment properties
held by jointly controlled entities 24 39.9 [31.8)
HEMEMBRZHER Reserve realised on disposal of
property 24 (5.0] (19.5]
HEAERRMERL Realisation of capital reserve on
BAGEE disposal of jointly controlied entities 24 — (0.2]
RIETIR Deferred tax 24 (93.3] [27.8)
BERBRARBREBEELY Exchange losses on translation of
B EE subsidiaries 24 (0.8 (3.7)
Rt ANGFEKERZ Net gains/(losses) not recognised
Fs (B8 in the consolidated income statement 1,845.1 {1,058.1)
REF LA Net profit for the year
CEERSE As previously reported 488.0
FIRERIBERES 2 Prior period adjustments in respect
IR RS of deferred tax (100.8)
REFHEF Net profit for the year
(ZZ2Z=F: &5 (2003: as restated) 986.6 387.2
EFERBRE Final dividend in respect of
previous year (424.6) (423.7)
REFPHRE Interim dividend in respect of
current year {159.3] [158.9]
RRIDEAEIRTTE Exercise of share options 17.8 4.9
MANA=THEZ &R Total equity at 30 June 19,153.8 16,888.2

BRIRFRE O ARRIBZ — 8B

Hang Lung Group Limited

The annexed notes form part of these accounts.
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MEREIINESR
Consolidated Cash Flow Statement

HE-RTONERAZFTELEFE
UEBREL

For the year ended 30 June 2004
Expressed in Hong Kong dolars

2004 2003
i3 HER EE-Y BEET BET
Note $Million  S$Million  $Million  $Million
BEEY Operating activities
REBEEHB2 RS Cash generated from operations 25 (a/ 945.8 777
EREEFEH Hong Kong profits tax paid (230.6) 126.3]
Re/ (AR ELEDZ Net cash generated/(used in) from
REFE operating activities 715.2 (48.6)
BEED Investing activities
BEETEENH Purchase of fixed assets (462.5) 1719
HEETEEMBNE Disposal of fixed assets 857.2 183.0
EBHME Interest received 20.3 452
EREELTRE Dividends received from jointly
controlled entities 24.2 26.3
BEREESMAR Purchase of investments (4.3) [2359)
HERBEEERUE Disposal of investments 242.5 34
EIMBEREERER Net repayment of advances from
et unlisted investments 1.9 14
SERFER Repayment from jointly
controlled entities 111.8 1371
HERTAER Advances to jointly
controlled entities (2.2) (21.5]
ENRKBAR s 7E Increase in investment in
subsidiaries [774.4) 732.4)
HESERRMEA Disposal of jointly controlled
entities - 165
xa/ (BR)REEDZES Net cash generated/used in] from
8 investing activities 14.5 (7488
BEEH Financing activities
MERITER New bank loans 25117 8,739.1
EERITER Repayment of bank loans (944.6) (8.369.2]
MEREHEHREEXY Interest and other ancillary
borrowing costs paid [310.4) 441 5)
ENRERNER Finance lease charges paid (55.1) (58.1)
EfffRE Dividends paid (583.9] 1582.6)
ERLERERS Dividends paid to minority
shareholders (515.5) 490.6)
ROBERTERENE Exercise of share options 17.8 49
MELEREEN Advances from minority
shareholders - 78.9
EBETIBRE Repayment to minority
shareholders (514.6) [29.5]
BRARRES Redemption of convertible bonds (12.0) -
EMRERNZARER Capital element of finance lease (47.2) (40.4)
LERRZREMERE Investments by minority shareholders - 28
EEEEEBR LA




E_FFRFESAZTRLEEE
LA BB

For the year ended 30 June 2004
Expressed in Hong Kong dollars

2004 2003
i BER Y- $0 BT  HER
Note $Million  $Million  $Million  $Million
RREARDRGER Net cash used in financing
activities (453.8) [1,186.2)
RERFALEEY2 Increase/|Decrease] in cash and
i/ (Ad) cash equivalents 275.9 {1,983.6)
RTA—BZEER Cash and cash equivalents
ReSEY at 1 July 1,683.5 3.667.1
RRRZTHEZEER Cash and cash equivalents
ReZBY at 30 June 25 [b] 1,959.4 16835

FRIAFTSE D ARRIRZ — &R0 »

Hang Lung Group Limited

The annexed notes form part of these accounts.
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AR PN AT

Notes on the Accounts

MR BA

Expressed in Hong Kong dollars

Principal Accounting Policies

(F) EpHIZEHA
AEREEBREASHMASEMZMN
EERCEHEREIDRERE BB
RETRURBEDTHEID ZRER
Blo ok REBNEHE(EEES
REFMARDFRESFLITRIDEBZ
BERE - ALBRAZZEEHHE
BN o

(Z) REARREE

EMTXEHBRMEE  RRENE
EEHEURBHBSRARTENR
S REERNEEMAEBBRE

o

(R) RERZEREE

rEARBEEREEERA R REN
BARBESFAAZTALZEE-
ERBARHEZHERE - SREE
ERERED I EECOEREEY
EERERN - MEEANEERNIE
A R R BRI A BAEL o

(T) WELQH
MEBRRADAEEEEZLAMESFA
—HULZEBITEA  SEHE
FUEZHRER  SEHEAEFHA
KRBl e BEARRFEREENEE
REMBRFIOVBREERE - I
RULKEIBPRENE  SRAR
BREES] -

ERARIZEERERRA  WEBLAZ
BREADRRAEREEARERBED
R - RORIRKEE D W REIKKE
REIZREHTHBAR 2 58 -

(al Statement of compliance

These accounts have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards (which includes all applicable
Statements  of Standard Accounting  Practice  {"SSAP"}  and
Interpretations] issued by the Hong Kong institute of Certified Public
Accountants (previously named the Hong Kong Society of Accountants),
accounting principles generally accepted in Hong Keng and the
requirements of the Hong Kong Companies Ordinance. These accounts
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 significant accounting policies adopted by the
Group is set out below.

[b) Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is
historical cost modified by the revaluation of investment properties and
the marking to market of certain investments in securities as explained
in the accounting policies set out below.

(c] Basis of consolidation

The consolidated accounts incorporate the accounts of Hang Lung Group
Limited and its subsidiaries made up to 30 June each year. The results of
subsidiaries acquired or disposed of during the year are dealt with in the
consolidated income statement from the effective dates of acquisition or
to the effective dates of disposal respectively. All material intercompany
balances and transactions are eliminated on consolidation.

[d) Subsidiaries

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

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.
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Expressed in Hong Kong dollars

1 FERHEFRw®

Principal Accounting Policies (Continued)

(1R) 8EARQR
BERAL—FHEIEEAARFTER
MATER-BeOUERHEMBEZ R
Al MEZBEROERHT - AEERK
ARAE-EZEZREMALHZAT
ZEEREARITEEGE -

AEBRAERF 2 EEDNERET
RERBAIIE  SYWTIPAKARERL
8 BRRRARBEGEEDRFZFE
ENRBERZNEELBE - FAWE
KRRAEEEIEAERRNRKEERY
FEESE-

EARRRIZEERBRA  @¥RA1Z
BEDEAAERETARESEBIIE -
ADERREERERREREERT
ZIRBHASERRZEE -

() |8
RREABRMEAZAELABE D
ERBRABHRERET REEERTR
BUBREERRBELOABEZE
% o

BE-FT-FLFE-AE AEFLH
BEERELCHBRAREE 1K
EEHIRERAFHNESRENGS IE
HAEE -  AERAAERRERER
ERBUESETIR - HEREET RN
BT EAEE 2 EAARARERARAX -
AEBEABBERRRBE LM ERE
ERSWRRAER - TAHRTEBR
(TBLUAKRBIHREREEZLAAE
E)RAFERBHIGFEBEEZM
RIYHIEAFHEFAURRAE
R BHAKEFBEREERABEZ
REE - AR EGESRERAER -
HANGARBRANERZEEHE R
BEBRFE-EERERERN  NLEE
RIELT

Hang Lung Group Limited

[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.

The Group's interests in jointly controlled entities are accounted for in
the consolidated accounts under the equity method and are initially
recorded at cost and adjusted thereafter for the post-acquisition change
in the Group's share of net assets of the jointly controlled entities. The
consolidated income statement reflects the Group's share of the post-
acquisition results of operations 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.

(fl Goodwill

Goodwill or negative goodwill arising on consolidation represents the
excess or shortfall respectively of the cost of the acquisition over the
Group's share of the fair value of the identifiable assets and liabilities
acquired.

Goodwill arising on new acquisitions effective from 1 July 2001 is
recognised as an asset and amortised to the consolidated income
statement on a straight line basis over its estimated useful life. Goodwilt
is stated at cost less accumulated amortisation and any impairment
losses. To the extent that negative goodwill relates to an expectation of
future losses and expenses that are identified in the plan of acquisition, it
is recognised in the consolidated income statement when future losses
and expenses are recognised. Any remaining negative goodwill not
exceeding the fair value of non-monetary assets acquired is recognised
in the consolidated income statement over the weighted average useful
life of the non-monetary assets that are depreciable or amortisable.
Negative goodwill in excess of the fair values of those non-monetary
assets acquired is recognised in the consolidated income statement
immediately. Any negative goodwill not yet recognised in the
consolidated income statement is presented as a deduction from the
assets in the same balance sheet classification as goodwill.
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LB BB

Expressed in Hong Kong dollars

1 FEESHEEXE@

Principal Accounting Policies (continued)

() B8
HEMNBATSNALATE  BENE
EERES Y B A E RIS

e

AEERA(EHEREANDE =+HA
ZBEHGR  BEAR_FE-FLA
—HATRAWEMEEY D BAFEZE
ENEAFBFELENERE -

(BR) #HREEE
BREZRBEBUMSERBEENE
RHMBLRAIREERAREZESFRE
BH  BINRIFRPEE  LEAAE
RES2RELCABEERAZEED
ZIREREREREIR - FREZ
FEREDEEW MY 2 BB RF SRR
AR BB EBIERSRAE
RBAX -

FERAMREZ AR BEEEERESR
IR - 2R EEZE2BEF AWRER
A o

() Y%

1. BEYHE
BEMEDNBERBERREWEE
BRIME  WENMESFHHIEERE
BIETEMEfTHE - YR AHTESE
EMRFHRR T FRIUATZREY
EAREMBEE K EENEE - REY
RERELACEESTCAREDEER
REERN MEREEZRENREE
HEZHERNUEELEERS =
FRIFIAMZSE A - EHBEREIED
RHEREMERSBARERA -

ERTPYEUBAEIR  KEEEE
ez BEXH B REXRBE -
WBRERRERERE - (ERERZZY
EEBRRIEZKEGERREYE -

(f) Goodwill (Continued)
On disposal of a subsidiary or jointly controlled entity, the attributable
amount of goodwill or negative goodwill is included in the calculation of
the profit or loss on disposal.

The Group has taken advantage of the transitional provisions in SSAP 30
and has made no retrospective adjustment to goodwill or negative
goodwill that arose from acquisitions prior to 1 July 2001, which were
previously taken to reserves.

(g) Investments in securities

Investments in securities intended to be held on a continuing basis, for
an identified long term purpose which are not investments in
subsidiaries and jointly controlled entities, are classified under non-
current assets and are carried at cost less provision for diminution in
value which is other than temporary as considered by the directors by
reference to the fair values. Results of these investments are recognised
only to the extent of dividends and interests received and receivable. Any
such provisions are recognised as an expense in the income statement.

All other investments are stated at fair value in the balance sheet.
Changes in fair value are dealt with in the income statement.

[h) Properties

1. Investment properties

Investment properties are properties held as long term capital
investments for rental purposes. They are stated at their open market
value which is assessed annually by external qualified valuers, except for
investment properties with an unexpired lease term of 20 years or less
which are stated at amortised cost. Surpluses arising on revaluation are
credited to the investment property revaluation reserve; deficits arising
on revaluation are firstly set off against any previous revaluation
surptuses on a portfolio basis and thereafter taken to the income
statement. Revaluation surpluses or deficits are dealt with in the income
statement upon disposal.

Properties under development are stated at cost, including borrowing
costs capitalised, if any, and professional fees, less any impairment
losses. A property developed for rental purposes is classified as an
investment property when the construction work and development have
been completed.
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Expressed in Hong Kong dollars

1 FESHHEw

Principal Accounting Policies (continued)

(%) ME®

2, RERPUHREENE
ERTAHLENRENARYEE
A EARAERERFERERR
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ERFAZEBERMBCHBREAZ
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MRMRE A MEEERLEDE
BRZER

3. BHECEAYE
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EZEAYREBRLENESRCE
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MELER  ZASVEZEREENNE
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ERREZETERFEINRERNE
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RRNSEBEERNBIAEER
7 o

Hang Lung Group Limited

(h} Properties (Continued)

2. 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. Property
development costs include borrowing costs capitalised, if any, and
professional fees, plus attributable profit taken to date, less sums
received from stakeholders. 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.

3. Completed properties for sale

Completed properties for sale are classified under current assets and
stated at the lower of cost and net realisable value. 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.

When properties are sold, the carrying amount of those properties is
recognised as an expense in the period in which the related revenue is
recognised. The amount of any write-down of properties to net realisable
value is recognised as an expense in the period the write-down occurs.
The amount of any reversal of any write-down of properties, arising from
an increase in net realisable value, is recognised as a reduction in the
amount of properties recognised as an expense in the period in which the
reversal occurs.

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

2.  Leased assets

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.

87




88

BB REN

Expressed in Hong Kong dollars

1 FESHER®

Principal Accounting Policies (continued)

() EEEEE @

2. HEEE@E
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(i) Other fixed assets (Continued)

2. Leased assets {Continued)

{il  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. 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. Impairment losses, if any,
are accounted for in accordance with the accounting policy as set out
below.

liil  Assets held for use in operating leases

Where the Group leases out assets under operating leases, the assets
are included in the balance sheet according to their nature and, where
applicable, are depreciated in accordance with the Group's depreciation
poticies as set out below. Revenue arising from operating leases is
recognised in accordance with the Group's revenue recognition policies
as set out below.

(j) Depreciation

1. Investment properties

No depreciation is provided for investment properties with an unexpired
lease term of over 20 years as the valuation takes into account the state
of each property at the date of valuation.

Depreciation is provided for investment properties with an unexpired
lease term of 20 years or less. It is calculated to write off the carrying

value on a straight line basis over the remaining term of the leases.

2. Properties under development
No depreciation is provided for properties under development.
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Expressed in Hong Kong dollars

1 FESTHEE®

Principal Accounting Policies (continued)
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Hang Lung Group Limited

(j Depreciation (Continued)

3. 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:

Leasehold land unexpired lease term

Buildings 50 years or unexpired lease term,

whichever is shorter
Furniture and equipment 4 - 20 years
Motor vehicles Hyears

(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 unless the asset is carried at
revalued amount, in which case it is treated as a revaluation decrease.

(Ll 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.

[m) 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 properties is recognised upon signing of the sale
and purchase agreements. Revenue from pre-sale of properties under
development is recognised by reference to the degree of completion of
the development and the terms of payment for properties pre-sold, with
due allowance for contingencies where appropriate.
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Expressed in Hong Kong dollars

1 FEEHEXR@®

Principal Accounting Policies (continued)
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{m) Revenue recognition (Continued)

2. Rentalincome

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

3. Interestincome
Interest on bank deposits and mortgage loans is accrued on a time-
apportioned basis on the principal outstanding and at the rate applicable.

4. Dividends

Dividend income from unlisted investments is recognised when the right
to receive payment is established. Dividend income from listed
investments is recognised when the share price of the investment goes
ex-dividend.

[n} 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 lizbilities are recognised in the income
statement except to the extent that they relate to items recognised
directly in equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between the
carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised, are
recognised. The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from goodwill not
deductible for tax purposes, negative goodwill treated as deferred
income and the initial recognition of assets and liabilities that affect
neither accounting nor taxable profit.
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Expressed in Hong Kong dollars
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Principal Accounting Policies (continued)
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Hang Lung Group Limited

(n) Taxation (Continued)

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 profit 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 profit will be available.

In prior years, deferred tax liabilities were provided using the liability
method in respect of the taxation effect arising from all material timing
differences between the accounting and tax treatment of income and
expenditure, which were expected with reasonable probability to
crystallise in the foreseeable future. Future deferred tax benefits were
not recognised unless their realisation was assured beyond reasonable
doubt. With effect from 1 July 2003, in order to comply with Statement of
Standard Accounting Practice 12 [revised) issued by the Hong Kong
Institute of Certified Public Accountants, the Group adopted a new
accounting policy for deferred tax as set out above. As a result of the
adoption of this accounting policy, the group's profit for the year has
been decreased by $79.9 million (2003: $100.8 million}, and the net
assets as at the year end have been decreased by $324.9 million (2003:
$151.7 million).

The new accounting policy has been adopted retrospectively, with the
opening balances of retained profits and reserves and the comparative
information adjusted for the amounts relating to prior periods as
disclosed in the consolidated statement of changes in equity.

N




92

B RER

Expressed in Hong Kong dollars

1 FEESFTBEER®

Principal Accounting Policies (continued)
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(o] Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong
Kong dollars at the rates of exchange prevailing at the transaction dates.
Monetary assets and liabilities denomtnated in foreign currencies are
translated into Hong Kong dollars at the market rates of exchange ruling
at the balance sheet date. Exchange gains and losses are dealt with in
the income statement, except for those arising from the retranslation of
opening foreign currency net investments which are dealt with in the
exchange fluctuation reserve. The results of overseas subsidiaries and
jointly controlled entities are translated into Hong Kong dollars at the
weighted average exchange rates for the year; balance sheet items are
translated into Hong Kong dollars at the rates of exchange ruling at the
batance sheet date. The resulting exchange differences are dealt with as
a movement in reserves.

[p) Related parties

Parties are considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating decisions, or
vice versa, or where the Group and the party are subject to common
control or common significant influence. Related parties may be
individuals or other entities.

lq) 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.
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1 FEEHHFE@

Principal Accounting Policies (Continued)

() 2EHEE @
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Hang Lung Group Limited

(q) Segment reporting (Continued)

Segment revenue, expenses, results, assets and liabilities include items
directly attributable to a segment as well as those that can be allocated
on a reasonable basis to that segment. Segment revenue, expenses,
assets, and liabilities are determined before intra-group balances and
intra-group transactions which are eliminated as part of the
consolidation process, except to the extent that such intra-group
balances and transactions are between group companies within a single
segment. Inter-segment pricing is based on similar terms as those
available to other external parties.

Segment capital expenditure is the total cost incurred during the period
on additions of segment assets (both tangible and intangible] that are
expected to be used for more than one period.

[r] Employee benefits

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.

When the Group grants employees options to acquire shares of the
Company, no employee benefit cost or obligation is recognised at the
date of grant. When the options are exercised, equity is increased by the
amount of the proceeds received.

{s) Cash and cash equivalents

Cash and cash equivalents in the cash flow statement comprise cash and
deposits with banks which are within three months of maturity at
acquisition, less bank overdrafts that are repayable on demand and form
an integral part of the Group’s cash management.
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Expressed in Hong Kong dollars

2 EXBRIMPEH

Turnover and Segment Information

ARRCEBRBAERERE - WiEH
EMBARANRENEERUHEE -9
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The principal activities of the Company are investment holding and,
through its subsidiaries, property development for sale, property leasing
for rental income and ather investments. The Group also operates in car
park management and property management, and through its jointly
contralled entities, the Group is involved in the operation of dry-cleaning.

Turnover represents revenue from property sales, property leasing and
other operations. An analysis of turnover by business and geographical
segments is set out below.

(a) Business segment

{i) FEMBAREE (i)  Segment revenue and resutlts
DEYA HEEE
Segment revenue Segment results
2004 2003 2004 2003
BEER BEL EE-¥0 BET
$Million $Million $Million SMitlion
NEHE Property sales 31136 10643 1,044.7 {33.1)
MERE Property leasing 2,322.1 22421 1,634.0 1.602.4
Hfv¥h Other operations 13.4 118.0 (25.3) 55.5
PHUAREE Segment revenue and
results 5,449.3 3,624.4 2,653.4 16248
AEBLE-NERE Inter-segment —
property Leasing - {3.0] - -

5,469.3 34214 2,653.4 1,624.8

IEEN
fRRA
HHRA
BEET
BiEAEDTRE

MEHE
nERE
EREH
BRBATRT

M —BESEZEAMRBERBEEERE
BREBZBRREESHE-REZES
TERAR-TZBEATER  EHEBE
BFRCET AT AEKRIE -

QOther income 317.9 450
Administrative expenses 1181.7) (1279
Finance costs (235.4) [343.6)
Operating profit 2,554.2 1,1983

Share of results of jointly
controlled entities

Property sales (38.9] 72.6)
Property leasing 334 340
Other operations (1.1) (6.3)
Profit before taxation 2,547.6 1,193.4

Note: Other operations for 2003 included revenue and results of hotel owning and
management of $103.6 million and $12.9 mitlion respectively, the operations of
which have ceased with effect from 31 December 2002.
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Expressed in Hong Kong dollars

2
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Turnover and Segment Information (continued)

(ii)

() EH%258 {a) Business segment (continued]
TREERBRE {il  Segment assets and liabilities
BE =4
Assets Liabilities
2004 2003 2004 2003
BETR BET HER BET
$Mitlion SMillion  $Million $Million
(&350 (&351)
[restated| [restated]
ES S Property sales 13,869.3  11,543.2 1,330.4 5332
ES N Property leasing 34,511.7 312767 1,766.7 17655
Hib %% Other operations 190.8 522.3 6.1 52
48,5718 43,342.2 3,103.2 23039
REERFIZER Interest in jointly
controlled entities
MEHE Property sales 475.7 5517 - -
MERE Property leasing 723.3 M8 - -
Hip %% Other operations 120.8 124.6 - -
RO (W) Unallocated (Note/ 2,030.6 16859 13,613.1 14881.0
51,922.2 46,416.2 16,716.3 171849
DEZEETECLESRRAREE - Note: Unallocated items mainly comprise financial and corporate assets inctuding cash

Bss

ES
BREASRBITERTAERTABE T
BT (ZRE=F  +REATZENT
BAEERERTHERREY -
TER-ThABE=AER(ZRE=
FEY NATEEITAEER - UE
EMag+t=Zfg TREATELT(ZR
BZEATLE-FRE-—TER) -
SHE+TZEATE-+BR(ZEE=
F:AENFEELTED °

o B
R

Hang Lung Group Limited

and deposits with banks of $1,959.4 million {2003: $1.483.8 million], and interest-
bearing borrowings including bank loans and overdrafts of $11,319.3 miltion {2003
restated: $9.759.0 million), other liabilities of $1,364.6 million [2003: $4,716.1
million), and taxation of $1,260.2 million {2003: $685.7 miltion).

95




96

LAB S mER

Expressed in Hong Kong dollars

2 BEERSTEPR @ Turnover and Segment Information (continued)
(B) #¥oH @ (a) Business segment (continued)
liil ZHXBELZRFE (i} Capital expenditure and depreciation
AXREX e
Capital expenditure Depreciation
2004 2003 2004 2003
BER BB HET BET
$Million $Million $Million $Million
NERE Property leasing 377.0 238.9 29.5 275
BERERER Hotel owning and
management - - - 5.6
377.0 2389 295 331
(Z2) wESIH (b] Geographical segment
i) DERARESE i)  Segment revenue and results
DEBA BRI
Segment revenue Segment results
2004 2003 2004 2003
BER BET BER BER
$Million $Million $Million $Million
B3 Hong Kong 4,476.3 29792 2,132.7 13233
K Mainland China 973.0 4452 520.7 3015
5,449.3 34244 2,653.4 1,624.8
EREEBERAA
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Expressed in Hong Kong dollars

2 BEERIFER@

Turnover and Segment Information (continued)

(Z) HESE @

[b) Geographical segment (continued)

il SBEE li}  Segment assets
2004 2003
BEX BET
$Million $Million
BE Hong Kong 40,857.3 36,034.4
LN Mainland China 7,713.6 7,235.4
48,570.9 43,269.8
(i) EXEX lii] Capital expenditure
2004 2003
BET BET
$Million $Mitlion
A Hong Kong 88.8 198.8
o B K Mainland China 288.2 401
377.0 238.9
3 EHalA Other Revenue
L]
Group
2004 2003
BER BET
$Million $Million
FEWA Interest income 20.4 45.0
HE EWIRERB FEET Profit on disposal of listed investments 34.5 243
X LmIwEEB 2BREKA Dividend income from listed investments 2.2 6.
W REENERBRRRD Gain on deemed disposal of a
2w (Hfet) subsidiary's shares (Note/ 170.0 -
Hit Others 1275 -
354.6 75.4

HigE: SREERMEERAFZTRBESRR
TRREERFRANG  HiREAEE
HENBRATRG -

Hang Lung Group Limited

Note: The gain on deemed disposal arose from the conversion of convertible bonds and
convertible cumulative preference shares of Hang Lung Properties Limited during

year.
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Expressed in Hong Kong dollars

L EERF

Operating Profit

£E
Group
2004 2003
HET BET
$Million $Mitlion
ERBRFMEHBETIRIE Operating profit is arrived at
after charging:
BARAFAEEZRITERR Interest on bank loans and other
Hintg B2 M B borrowings repayable within 5 years 213.2 345.6
ARAFERERIRITETNE Interest on bank loans repayable
after Syears 16.2 52.1
MEHNEHR Finance lease charges 55.1 58.1
BHEEMBREZJBRRES Amortisation of issuing costs net of
BITEREE premium of Convertible Bonds 35.9 23.8
HingaE et Other ancillary borrowing costs 42.2 34.0
EES B Total borrowing costs 362.6 513.6
B EEX AR (A Less: Borrowing costs capitalised (Note/ (127.2) (170.0)
MEER Finance costs 235.4 343.6
EEMME Auditors’ remuneration 5.7 48
e Depreciation 29.5 33.1
BEMERAE Cost of property sold:
rE Inventories 1,394 938.3
REME Investment properties 4483 781
FERE Provision for inventories 316.1 -
BHIMNEE BHE Provision for overseas investments 57.9 -
EEBERERE Provision for impairment of fixed assets 30.0 -
EEENER Operating lease charges 90.5 95.6
BIRAE Staff costs 253.1 287.0
WEEFHA - and after crediting:
EEREMEMSEN Profit an disposal of investment properties 57.5 37.8
MEWA - EHBREEXIHARE Rental income less direct outgoings of
ATF=ZEB=Z1+ER $663.3 million [2003: $4614.5 miltion),
(ZFZ=F : XME—THOA including contingent rentals of
Lt+E8x) - efsiAEs $63.4 million (2003: $35.4 million) 1,658.8 1,624.6

AT=Z8T+E8T
(ZEZE=%:=THA
m+EmT)

Wi BETVEZEEXLESSFEOIZ-H
NCERZE  BAZZER)ZTER
-

Note: The borrowing costs have been capitalised at an average rate of 2.6% (2003: 3.5%)

per annum for properties under development.
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Expressed in Hong Kong dollars

5 EERSREEHEZ
e

Emoluments of Directors and Senior

Management

REBEB(RERIDE—B T KR
—BAAT-FHEANEZESHE N

Directors’ emoluments disclosed pursuant to Sections 161 and 161A of
the Hong Kong Companies Ordinance are as follows:

T
£H
Group
2004 2003
BET BET
$Million $Million
e Fees
B EMITESR Independent Non-Executive Directors 1.3 0.5
EmE=S Other directors 1.3 0.7
¥e  EHREREDNHR Salaries, allowances and benefits in kind 8.0 7.1
EEBWRRE B ZHR B Group's contributions to retirement
scheme (Note/ 14.4 0.6
S Discretionary bonuses 17.4 10.8
42.4 19.7

DIRGITBABZIEARETBREEAN
B=+8&8 LEBERREZ—H/
Z AR

BREALBNE SN - A RIRERAR ) BiEET
BIRRLESHRTRODE FEFE
RHTF 28R RE -

HENFTIEMNZESBENT

Payment of bonus to Executive Directors, due at the end of a financial
year ending 30 June, is normally made in January/February in the

following year.

In addition to the above emoluments, certain directors were granted
share options under the Company's share option scheme, details of

which are disclosed in note 28 to the accounts.

The number of directors whose emoluments fell within the following

bands is as follows:

EEHE
Number of directors

2004 2003
i — $1,000,000 Nit — $1,000,000 6 5
$1,500,001 — $2,000,000 $1,500,001 — $2,600,000 — 1
$4,000,001 — $4,500,000 $4,000,001 — $4,500,000 - 2
$4.500,001 — $5,000.000 $4,500,001 — $5,000,000 2 -
$8,500,001 — $9,000,000 $8,500,001 — $9,000,000 — 1
$9.000,001 — $9.500,000 $9.000,001 — $9,500,000 1 —
$22,000,001 — $22,500,000 (A7) $22,000,001 — $22,500,000 (Note/ 1 —
10 9

Hang Lung Group Limited
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Expressed in Hong Kong dolliars

5 EBRNEEEZ
B £ a0

Emoluments of Directors and Senior
Management (Continued)

FAEBRESESFMAL  BER-F
ZNFENRER(ZET=F =3
BER)ZBE  mT:

The emoluments of the five highest paid individuals in the Group,
including four directors for 2004 and three directors for 2003, are as
follows:

]

Group
2004 2003
HER BE&T

$Million $Million

e Fees 1.2 0.4
e B REYRI Salaries, allowances and benefits in kind 9.8 92

FEBERASTEZHR W E) Group's contributions to retirement
: scheme {Note] 14.6 08
BIRETEAT Discretionary bonuses 17.8 118
43.4 22.2

IERSHFMAL  BER-_TTHF
BENRER(CTF=F: ZELEF)2
BMe  NFTIIERR

The emoluments of the five highest paid individuals, including four
directors for 2004 and three directors for 2003, fell within the following
bands:

A
Number of individuals
2004 2003
$2,000,001 ~— $2,500,000 $2,000,001 — $2,500,000 1 1
$2,500,001 — $3,000,000 $2,500,001 — $3,000,000 —_ 1
$4,000,001  —— $4,500,000 $4,000,001 — $4,500,000 . 2
$4,500,001 — $5.000,000 $4,500,001 — $5,000,000 2 —
$8,500,001 - $9,000,000 $8,500,001 — $9,000,000 - 1
$9.000,001 — $9,500,000 $9,000,001 — $9,500,000 1 —
$22,000,001 — $22.500,000 (A/z#) $22,000,001 — $22,500,000 (Note/ 1 —
5 5

it BEIERRX-EEREZZRBFM
M—FTZELTER(CTE=ZF - BF
PR « REEZIRARENEHFINEER
HiEEZE 28 () A -

Note: Inclusive of a special- contribution of $13.7 million (2003: nit} to the Group's
retirement scheme in respect of a director's past employment. Details of the
Group's retirement benefits are given in note 28(a) to the accounts.
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Expressed in Hong Kong dollars

6 HREBBERAZHIEA

Taxation in the Consolidated Income Statement

(B) RRBRBRAZBIAS -

(a} Taxation in the consolidated

income statement

represents:
£H
Group
2004 2003
HEBT BET
$Million $Million
(7))
[restated)
AEEEBREHER Provision for Hong Kong Profits Tax

REFLHIE Tax for the year 3191 123.1

AEFEEEDE Underprovision in respect of
previous years 142.8 24.9
FEIEEE AR Share of jointly controlled entities 4.4 4.5
4663 152.5

BIERIE Deferred tax
RERBOZRLEER Origination and reversal of

temporary differences 143.5 196.2
a8 EAR] Share of jointly controlled entities 0.4 0.6
MERBBHTIENTE Effect of change in tax rate — {1.3)
143.9 195.5
610.2 348.0

BRNEHETBEEMEHRE
RERTREAZ G RRTE
NOREAREED 2 tHEHE
RBEAZZT=5E -

Hang Lung Group Limited

Provision for Hong Kong Profits Tax and PRC Income Tax is
calculated at 17.5% and 33% respectively of the estimated

assessable profits for the year.
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Expressed in Hong Kong dotlars

6 HZEWFEKRAZHIE Taxation in the Consolidated Income Statement
() (Continued)
(2) BiELXHESHBALE (bl Reconciliation between tax expense and accounting
ABEFEZHE profit at applicable tax rates:
2004 2003
BHET BET
$Million $Million
(25
{restated)
P %5 R | Profit before tax 2,547.6 1,153.4
RERRADRE MAER B = Tax on profit before tax at
HEZHE applicable rate 493.6 251.2
FERRBRBRANTHIATE Tax effect of non-taxable income (74.3) (22.8)
FEHUR S HR R IR Tax effect of non-deductible expenses 22.2 31.5
REGRERBEUEERZ Tax effect of provision for deferred
TR E2aNETE tax relating to prior year
temporary differences — 54.6
ERRERIAEELES Tax effect of release of deferred
MIAR & tax assets 2.9 13.9
BERY HEERS Tax effect of tax losses utilised and
MIRFE other deductible temporary
differences 15.2 (57.9]
REREAZHBEERD Tax effect of unrecognised tax
AT E losses 31.3 57.2
Ht Others (23.5) (3.3)
B = SR ETR IR Effect on opening deferred tax
FEERNEZE balances resulting from an
increase in tax rate during the year - (1.3)
AR FE 2 EEH DR Underprovision in prior years 142.8 24.9
ERHEXE Actual tax expense 610.2 348.0
7 BREREEHR Net Profit Attributable to Shareholders

REREGGHEIEEQFEERNZERM  Net profit attributable to shareholders includes a profit of $54.3 milticn
ARATHEZ=ZTEIT(ZEE=F : £ (2003: $75.5 miltion) which has been dealt with in the accounts of the
FrEATET) - Company.
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Expressed in Hong Kong dollars

8

RE

Dividends

2004 2003
BB BET
$Mitlion $Million

BIREPEREER—B

Interim dividend paid of 12 cents

(ZEZ=F: 8R—A/ZW) (2003: 12 cents) per share 159.3 158.9

REZERAREESR=AR Proposed final dividend of 36 cents
(ZEZ=F: §R=/=) (2003: 32 cents) per share 478.0 4246
637.3 5835

REZBERRR 2 RARE - LEER

The final dividend proposed after the balance sheet date has not been
recognised as a liability at the balance sheet date.

9

SREF

Earnings Per Share

()

(Z2,)

SRERBATEATE 2R
RERFNENTAEATER
(CBE=FE3 SBATFLE
— BT REASRTRG 210
ETHR+ZEFAEATE
B(-PE=F: +=H-FHE
— ) HE -

SIS RAHRARERE
BERFAEATATATBT
(CBP=FE3  SBATLE
SHE) REANEHERHER
FIIRID 2 B8k 2 R T RE
TERZFABATER(CT
SEFEE-FEECTER
CER

Hang Lung Group Limited

{a]  The calculation of basic earnings per share is based on the net
profit attributable to shareholders of $986.6 million (2003 restated:
$387.2 million) and the weighted average number of 1,326.6 million
[2003: 1,324.7 million) shares in issue during the year.

(b)  The calculation of diluted earnings per share is based on the
adjusted net profit attributable to shareholders of $986.6 million
{2003 restated: $387.2 million} and the weighted average number of
1,329.9 million (2003: 1,325.2 miltion] shares after adjusting for the
effects of all dilutive potential shares.

103




104

LUEE BEN

Expressed in Hong Kong dollars

9 BEREN@

Earnings Per Share (continued)

(R) BREH

[c) Reconciliations

2004 2003
AU EBRERBNZ Weighted average number of
A& {7 hniE T 81 shares used in calculating
basic earnings per share 1,326,631,833  1,324,141,330
BEREEREBEERNDZ Effect of dilutive potential
28— R shares — share options 3,290,935 1,042,176
e Weighted ber of
Ru A SRBERTIZ cheres used I clculatin
B3 R T B :

diluted earnings per share

1,329,922,768

1,325,183,506

10 Fixed Assets — Group
Hip,
REWE  EERTUE BTEE At
Properties
Investment under  Cther fixed
properties  development assets Total
BETL EET BET BET
$Million $Million $Million EMillion
RRERAME Cost or valuation:
RZFFE=F+H-8 At 1 July 2003 28,846.0 23930 3071 31,546.1
NE Additions 84.7 2895 28 377.0
HE Disposals (48.4) {408.1] (1.3] [457.8)
ELEE Surplus on revaluation 3.413.2 - - 3,413.2
R-SEMEXAA=TH At 30 June 2004 32,2955 2,274.4 308.6 34,878.5
BEHHFE Accumulated depreciation:
RZBE=F+3—H At 1 July 2003 187.8 - 192.2 3800
TFERE Charge for the year 1038 - 18.7 295
HEES Impairment toss - - 300 300
AHERE Written back on disposals - - 13 (1.3)
R-BBREXRA=TH At 30 June 2004 198.6 - 239.6 438.2
REEE Net book value:
R-ZEBMERA=1H At 30 June 2004 32,096.9 22744 69.0 34,440.3
RZBE=%,3=+H At 30 June 2003 28,6582 23930 114.9 31,1661
EEEEFR AT
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10 BCEE —KE®w

Fixed Assets — Group (Continued)

BEEER_FTOFARAZTRAZK
AESEELOT

Cost or valuation of the fixed assets at 30 June 2004 is made up as
follows:

Afp
REWE BEEPHE BTRE BE
Properties
investment under  Other fixed
properties  development assets Total
BET BET BERT BETL
SMiltion $Million EMillion $Million
th{E Valuation 320149 - - 32,0149
KARE Cost 2806 2,274 4 308.6 2.863.6
322955 22744 308.6 34,8785
MEZ BEEBESTWET An analysis of net book value of properties is as fotlows:
RENE ERTYZE
Investment Properties
properties under development
2004 2003 2004 2003
BERT BB HER BETL
$Million $Million $Million EMillion
ERRANT Long leases in Hong Kong 18,085.4 16,0351 6769 675.2
FEMME RHHR Long leases outside Hong Kong 549.0 4990 - -
BERENR Medium term leases in
Hong Kong 78656 70720 - -
FAUMED BB R Medium term leases outside
Hong Kong 5,515.0 £960.0 1,597.5 1,178
BREHNE Short lease in Hong Kong 81.9 92.1 - -

32,096.9 28,658.2 22744 2,393.0

SOMBEZERERPHIBIREDE
ER-EENFRAZTBEaRFTAE
B mTERARRBEESE
B Y AROERERSAEAEE
2Rl MR AR mEET 2 EEM
BT -

Hang Lung Group Limited

All major investment properties of the Group held under long and
medium term leases were revalued as at 30 June 2004 by Chesterton
Petty Limited, chartered surveyors, on an open market value basis
calculated on total rental income after taking into account reversionary
income potential.
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10 BEEE —S£Bw

Fixed Assets — Group (continued

SEEENMEZEEFE-E-TEAN
FREAMTET(ZET=F —8N
TABETFNANEZTER) AEERE
BRERNIMBZIEZEE  EEEFES
T+ B TEEERL(CEEZE:
+HEBCFREET °

SEEGETEEEZREFEANTN
BEL(ZZE=F —E-TOEN
TETF  BEUREEREINAR
P EHENEBES N AE—TTRT
BL(CTEZF: —TEATEDR
AEATERT(ZZEZT=F: <88
7o)

AEERBEXEBENLERZRERD
TRERANRE - RERH KRB
VIZARMERSE KT HAERTE
KRB - ERFERBUHENEE] -
REROBYEHENRIRARZ
B3R MARBZEHTEFEHEEAR
ELOIBRELD - ETHLeERAR
& USEYPEZIBATEE »

RAAZ+E  RETAREIE¥H
HELRBRZRARBEEDT

The net book value of investment properties of the Group of $32,096.9
million [2003: $28,658.2 miltion) includes an amount of $2,215.0 million
[2003: $1,776.0 million] in respect of an asset held under a finance lease.

The net book value of other fixed assets of the Group of $69.0 million
[2003: $114.9 million) includes amounts of $10.64 million {2003: $10.8
million] and $5.9 million (2003: $6.0 million] in respect of land and
buildings held in and outside Hong Kong respectively on long leases.

The Group leases out its investment properties under operating leases
and subleases under finance lease. Leases typically run for an initial
period of two to five years, with some having the option to renew, at
which time all terms are renegotiated. Long term leases contain rent
review or adjustment clauses and the Group has a regular proportion of
its leases up for renewal each year. Certain leases include contingent
rentals calculated with reference to the revenue of tenants.

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

2004

o | HEttEH A

Subleases Other leases Total

BER BERT BER

$Million $Miltion  $Million

—HR Within 1 year 1565.0 1,731.7 1,886.7
—ERERERN After 1 year but within

5years 216.9 1,728.2 1,945.1

nEE After 5 years 146.6 251.4 398.0

518.5 3,711.3 4,229.8

EEERER LT
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Expressed in Hong Kong doliars

10 EBTEE —&£8m  Fixed Assets — Group (Continued)
2003
ki HAME Feober]
Subleases Other leases Total
BET BET BEL
$Miltion $Million  $Million
—&FR Within 1 year 174.7 1,556.8 1,731.5
—FHREIFA After 1 year but within
5 years 265.2 1,412.8 1,678.0
TFE After 5 years 205.2 312.4 517.6
645.1 3,282.0 3.9271
11 HWEBLARER Interest in Subsidiaries
NC]
Company
2004 2003

BER BEX
$Million $Million

LMD - AR
FEAP B 0 R BUE R AR

FETHB L FIRE

Unlisted shares, at cost 165.7 165.7
Amounts due from subsidiaries

less provision 12,6419.6 12,909.6
Amounts due to subsidiaries (194.8) (172.7)

12,390.5 12,902.6

BEXZEMBLEZ FEEREFME33
BHR

Hang Lung Group Limited

Detaits of principal subsidiaries are set out in note 33.
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12 SEARER Interest in Jointly Controlled Entities
%8 A7
Graup Company
2004 2003 2004 2003

BER BET HET BEL
$Million $Million  $Mittion $Mitlion

(EF)
[restated]
EEmRG  KAE Unlisted shares, at cost - - 5.4 5.4
EHEESE Share of net assets 88.1 383 - -
88.1 383 5.4 5.4
BRAEELARFE Amounts due from jointly
controlled entities 1,243.1 1,360.6 5.6 5.3
BNEELRAMA Amounts due to jointly
controlled entities (11.4) (10.8) (7.1) {7.1)
1,319.8 1,388.1 3.9 3.6

EEEEFEREREESEREST L Share of net assets included a provision for impairment of $67.1 million
B—TER(ZBT=F 8| - [2003: nil).

ETBAB AR HEEBENNEIL  Details of principal jointly controlled entities are set out in note 34.

IHRK o
13 BRRRE Loans and Investments
£3
Group
2004 2003
BEX BET
$Million $Million
JELTIREIAR Unlisted investments 1.0 60.7
BRUREE Advances less provision 19.6 23.3
20.6 84.0
EHELIMIREER Listed investments in Hong Kong 35.8 2359
RIGER (H1ex) Mortgage loans (Note] 127.3 181.9
183.7 501.8
BEELWMIREEBZME Market value of listed investments in
Hong Kong 58.5 215.6
Mis: : ERERTIAMEEERR- Note:  The mortgage loans are secured on properties.
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14 HFE& Inventories
£@
Group
2004 2003
BB BET
$Million $Million
BERPYE Properties under development
— &k — Hong Kong 5,018.0 10,9144
HECERDE Completed properties for sale
—&E — Hong Kong 7,078.3 521.7
— FEEAIMEE — outside Hong Kong — 201
12,096.3 11,4562

BRI ERFEINRCFEE(BEEL
RZBBERN)ANTNE—TBL(ZF
T=F: AEFERBNTERD -

BRODEAE (CTT=F — €
FREARTEL) BHTER—FRE
RIARHE -

I

‘3

%

The amount of inventories [included above) carried at net realisable value
is $48.1 million (2003: $506.8 mitlion).

No amount of properties under devetopment [2003: $139.6 million} is
expected to be recovered after more than one year.

15 EWRARARHEMBE

Trade and Other Receivables

ELESN
£3 R
Group Cornpany
2004 2003 2004 2003
BB HETL BER BETL
$Million  IMillion  $Million  $Million
HEER Mortgage loans 5.7 65 - -
B RERBRFR Debtors, deposits and
prepayments 1,970 201.8 0.2 02
1,922.7 208.3 0.2 0.2

Hang Lung Group Limited
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15 EWERRHEME

U R o)

Trade and Other Receivables (continued)

BT AR U BR R B b B LR 2 FE M B
R HBRSESNWT

Included in trade and other receivables are trade debtors with the

following ageing analysis:

el
Group

2004 2003
BET BET
$Miltion $Million

—@AR Within 1T month 1,774.4 119.6
—Z2={@A 1 -3 months 5.0 26.1
Z@RLLE Over 3 months 9.3 18.4

1,788.7 164.1

AEBEEBEREZEERR - LEDE
HEWER BB RIEL I E
2 UEECARBEEREFEHRIEE
REERERE -

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.

16 REHEE

Investments

£H
Group

2004 2003
BET BET
$Million $Million

ERLMHRERE EHE)

Listed investments in Hong Kong

{at market vatue)

— 1.9

EEEEER AT
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Expressed in Hong Keng dollars

17 RITERKREX

Bank Loans and Overdrafts

RANA=Z+HEAREZEBEPRITER

At 30 June, bank loans and overdrafts were unsecured and repayable as

REXZBREBWET follows:
£ AF
Group Company
2004 2003 2004 2003
BERL BB EL- BER
$Million  $Million  $Million  $Million
—ERHKEE Within 1 year or on demand - 6011 - 02
—FHERTA After 1 year but within 2 years 821.1 400.0 - -
RERBLFR After 2 years but within 5 years 8,662.1 5,336.0 - -
—FEBTFERE Total after 1 year but within
5Syears 9,483.2 5,736.0 - -
IF# After 5 years 1,920.7 3,500.0 - -
11,403.9 9,236.0 - -
A AEE2HBER Less: unamortised front end fees {84.6) (78.1) - -
113193 91579 - -
11,319.3 9,759.0 - 0.2

18 ENERARAKEME
B

Trade and Other Payables

£H 7]

Group Company

2004 2003 2004 2003
EBR BERn HER BET
$Million $Million  SMillion $Million

EHHREGER (HE)

Creditors and accrued expenses

[Note i] 1,920.3 1205.6 5.1 45
ke i) Deposits received (Note i) 851.9 818.5 - -
2,772.2 2,024 5.1 4.5
BigE: () EARREABASERSHA-FR  Notes: [ Creditors and accrued expenses include retention money payable of $77.1
TeEM2REFEFLTFLE-TH million {2003: $115.7 million} which is not expected to be settled within one
T(ZEE=F: —E-FHERELT year.

BT -
il BRZBEESTEATER(ZSE

= BEATLEATED RS
BHR—FATENN -

Hang Lung Group Limited

{ii] Deposits received of $530.9 million [2003: $497.4 million] are not expected
to be settled within one year.
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Expressed in Hong Kong dollars

18

BEAERREME
R~ F @

Trade and Other Payables (continued]

EEtARMBRRREMRENRZ BN

Included in trade and other payables are trade creditors with the

AHEBRERSTWT following ageing analysis:
£E
Group
2004 2003
BET BET
$Mittion SMillion
—@AR Within 1 month 1,590.2 700.3
=ZEA AL Over 3 months 142.7 252.8
1,732.9 953.1
19 REEABMEXRLZ Taxationinthe Balance Sheets

BiIE

(%)

REERERLZ (a) Current taxation in the balance sheet represents:
REHE
£F
Group
2004 2003
BHER E&T
$Million $Million
REZEBNISTHER Provision for Hong Kong Profits
Tax for the year 31941 1231
VAR E 2 (hET Estimated provision for Hong Kong
ERERGHER Profits Tax relating to prior years 284.3 249.0
603.4 3721

AREREEFRERUBETE
RIEFER S RELF S HZ
MR FRETES - LFHEZ
BREBEERHATE - BIEK
BRZRBREDNREEEER
EHZ \EFE - REAFER -
AEHERBRZENAELE~F
KRR - B REREIEN - A
R B RESHRRENTEED
REFE -

The Group is currently in discussion with the Inland Revenue
Department regarding a dispute over the deductibility of certain
interest payments in previous years' tax computations. The
outcome of the said dispute is expected to be finalised in near
future. Provision was made in the previous year's accounts for the
directors’ best estimate at that time of the amount which would
become payable. In the current year, there have been advanced
discussions with the Inland Revenue Department and additional
provision has been made to reflect the directors’ current best
estimate of the final amount which may become payable.

EEEEERLT
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19 REEBEBEXRLEZ
B8 o)

Taxation in the Balance Sheets {continued)

(Z) EIEHE
REAERBR LERZEEREAR
Fl) RO RFERNZEHOT

[b) Deferred taxation

The components of deferred tax liabilities/{assets] recognised in the
consolidated balance sheet and the movements during the year are as

follows:

SHEASR BRELz  BAxfz
BRAnnE MEER BRigs Ha 28
Depreciation
allowances in
excess of Future
related  Revaluation  benefit of Interest
depreciation  of properties  {ax losses  capitalised Total
BT BEL BBT BB BEER
$Million $Mittion $Million $Million SMillion
BRRBEEER: Deferred tax arising from:
RIBEB_FtA-H At 1 July 2002
— LEERE ~ as previously reported —~ - - 0.6 04
— FiREE ~ prior period adjustments 1744 - [48.9] [73.4]) 52.1
— &5 — a5 restated 174.4 - 16891 1728) 52.7
REskBEANR/ BA) Chargedficredited} to
congolidated ncome statement 2133 - (681 {1141 1949
REBRTR Charged to reserves - 66.0 - - 46.0
RZFT=#:A=+8H At 30 June 2003 and 1 July 2003
RIZ2=£+A-B(EH) frestated) 377 66.0 85.71 (8641 334
RESHRERDR ./ (BA) Charged/{credited] to
consolidated income statement 102.9 - (2.3} 429 1635
REERNR Charged to reserves - 199.7 - _ 199.7
R-88NERA=+8 At 30 June 2004 490.6 265.7 158.0) {41.5) 8568

(W) RAERZEEB IR
AREEHAR-_THELTAE=TE
T(ZEZ=F: —+EBRAFNABA+
EN) ZBBERARBEFELANET
RIBRMIELER - ERBERNE
BRRER LW KRB -

Hang Lung Group Limited

(c) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in respect of tax
losses and provisions of $2,579.2 million (2003: $2,058.9 million). The tex

losses do not expire under current tax legislation.
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Expressed in Hong Kong dollars

20 HiRWAERE

Other Long Term Liabilities

£8

Group
2004 2003
BAET HET
$Million $Million
BEM KRR (F1i222) Finance lease obligations (Note 22] 706.2 761.3
RIFZTMFEIHELDZ Floating rate notes due 2004 (Note/ - 540.0

FREW (H:)

IRIEUTA Deferred income 117.7 -
AFHE Land premium 0.7 0.7
824.6 1.302.0

fieE: SERBEFQABZMBRRRT LR
—ANNE+ARTEEREIZMER
RELT - ZEFRRBERR-FTME
TREE -

Note: The floating rate notes were issued by the Company's subsidiary and were listed in
October 1999 on The Stock Exchange of Hong Kong Limited. These notes are due to

be mature by October 2004.

21 TBRES

Convertible Bonds

L]

Group
2004 2003
BER EBTT
$Mitlion $Mitlion
% Principal amount — 3,450.0
BoBTERINBREER TR Less: Issuing costs net of premium _ (35.9)
- 34140

BRRBIZMBRR BT ZEFN_FF
“EZREERBRESFRSML™ - &
SEFIR_TFFLE=F - +HIU
ARRBRESRATERREBRILES
RO (MEBE]) 2 BBk - =TI
BZTN\BERXBEAZNATLELZ
BHEENEFEANERAERBE=[®
NT_BEFEXTRERETZREAER
BE - #rTz-ToaB8TEHFTRR
HERAATZMBARUESEL -

The bonds were issued by the Company's subsidiary and were listed in
March 2002 on the Luxembourg Stock Exchange. The bonds were
convertible into the ordinary shares of Hang Lung Properties Limited
("HLP"}, a listed subsidiary, at a conversion price of $9 per share on or
before 20 March 2007. $3,438 million or 99.7% of the bonds were
converted into 382,006,553 ordinary shares of HLP with the balance of
$12 million being redeemed by the Company's subsidiary at par during

the year.
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22 REMHEE Finance Lease Obligations
REBNBLENZESBEREIRE  Total minimum lease payments under finance lease and their present
mr values are as follows:
Group
RDER HER AR IR &b
ZHeE FEFTAZ FEfz
ZHE MBER HewHE
Present Interest
value of expenses Total
minimum  relating to minimum
lease future lease
payments periods  payments
2004
BET BB BET
$Million $Million $Million
FAR ] Amounts payable
—E£R Within 1 year 55.0 51.6 106.6
—FERERFA After 1 year but within 5 years 313.2 158.7 4719
HE#E After 5 years 393.0 48.6 441.6
706.2 207.3 913.5
761.2 258.9 1,020.1
2003
$Million $Million $Million
BET BB BEL
2% Amounts payable
—ER Within 1 year 471 55.1 102.2
—FEERAFR After 1 year but within 5 years 2742 1791 453.3
T FiE After 5 years 4871 79.7 566.8
761.3 258.8 1,020.1
808.4 -313.9 1,122.3

Hang Lung Group Limited 115
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Expressed in Hong Kong dollars

23 B Share Capital
2004 2003
RAEE it 4=
Number Number
of shares of shares
] BER BB BETL
Million $Million Million $Million
EE Authorised
TEREREE—TT Ordinary shares of $1 each 2,000.0 2,000.0 2,000.0 2.000.0
BEITRAR lssued and fully paid
»tHA—H At 1 July 1,324.6 1,324.6 13238 13238
R BT BB TT 2 IR Shares issued under share
option scheme 2.9 29 0.8 0.8
RANAE=+H At June 1,327.5 1,327.5 1.324.6 13246
24 @RE Reserves
£ NS
Group Company
2004 2003 2004 2003
BER BET HER BEL
$Miltion $Million $Million $Mitlion
(B3
(restated)
BARG - Capital reserves:
B EE Share premium 2,194.1 2,179.2 2,194.1 2.179.2
RENFERRE Investment property revaluation
reserve
— LEERE — as previously reported - 1.245.1 - -
— EEEREMELZAHHE — prior period adjustment in
respect of deferred tax - {27.8] - -
— &7 — 35 restated 3,025.4 12173 - -
RHGSERMNEL EREE Capital reserve on consolidation 1,058.4 1,060.4 - -
BIESERAMELE ETRE Share of post-acquisition capital
reserves of jointly controlled
entities 165.0 1251 - -
BREEHE Capital redemption reserve 26.1 26.1 26.1 26.1
B ENER Other capital reserves 422.2 423.1 - -
6,891.2 50312 2,220.2 2,205.3
ik General reserve 275.0 275.0 861.6 861.6
RERH Retained profits 10,660.1 10,257 4 7,980.6 85102
10,935.1 105324 8,842.2 93718
17.826.3 15,563.6 11,062.4 11,5771

EEEEERAF
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24 fRfEw Reserves (Continued)
%E AF
Group Company
2004 2003 2004 2003
BETR BET EBR BEL
$Million $Million $Million $Million
(&5
[restated)
BRHEGEEY Movements in capital reserves:
BEA—H At 1 July
— LEERE — a5 previously reported 5,059.0 6,085.2 2,205.3 2,201.2
— BEEREMEE 2 ARARE ~ prior period adjustment in
respect of deferred tax [27.8) - - -
— 83 — a5 restated 5,031.2 6,085.2 2,205.3 2,201.2
RERNSES BB Share premium arising on
RpFEEZ shares issued under share
BRinEE option scheme 14.9 &1 14.9 &1
EffME Revaluation of properties
— FR2EE/ (RE) — surplus/{deficit] for the year 1,904.3 (975.1) - -
~ HEYEMBREE — surplus realised on
property disposal (2.9) [14.1] - -
—BEHE — deferred tax (93.3) [27.8) - -
BHGARNEL  AXER Capital reserve on consolidation
— HENEET — realised on property
disposal (2.0 [5.0] - -
BERTERER Capital reserves of jointly
controlled entities
—FRERBEE/(RE) — revaluation surplus/ideficit]
for the year 399 [31.8) - -
— HEZH — realised on disposal - (0.2) - -
EERGEE Other capital reserves
—EHER — exchange difference (0.8 (3.7) - -
— HENEER — realised on property disposal {0.1) (0.4) - -
AR Fey = At 30 June 6,891.2 50312 2,220.2 2,205.3
RERFEZE) - Movements in retained profits:
»tRA-8 ALY July
— LFESE — a5 previously reported 10,381.3 10,4759 8,510.2 9.0173
— REEHREFEE 2 HIHHE — prior periad adjustment
in respect of deferred tax {123.9] (23.1] - -
— &5 — 3s restated 10,257.4 10,4528 8,510.2 9.017.3
KEFAF Net profit for the year 986.6 387.2 54.3 755
EFEREBRE Final dividend in respect of
previous year (424.6) (423.7) (424.6) (423.7)
FEETHRS Interim dividend in respect of
current year (159.3) (158.9] {159.3) [158.9)
®RAZTHE At 30 June 10,660.1 10,257 4 7,980.6 8.510.2

Hang Lung Group Limited
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24 fRE®w Reserves (Continued)
£F
Group
2004 2003
HET BEST
$Million $Million
(&E51)
[restated)
RESFHE - Statement of retained profits:
KERA Group companies 10,587.6 10,1571
BERF Jointly controlled entities 72.5 100.3
10,660.1 10,257.4

pa

FZEZ+BRL(ZTRZF: AT= $9.371.8 miltion).
BEF—BNATED -

R-ZZBOFERAE=Z+HB  ARXFAH  The aggregate amount of the Company's reserves available for
SETREZBHESBLBANTNAER  distribution to shareholders at 30 June 2004 was $8,842.2 mitlion (2003:

EREEERAF
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25 WEBESMEXMET Notes to The Consolidated Cash Flow Statement
(F) REREEKZESE {a) Cash generated from operations
2004 2003
BET EE-¥0
$Miltion $Million
B AL A = 5 Profit before taxation 2,547.6 1.153.4
FHER Adjustments for:
MEREMEMEER S interest and other ancillary
borrowing costs 180.3 2855
BEMNER Finance lease charges 55.1 58.1
e Depreciation 29.5 331
HEESRE Impairment loss 30.0 -
B A Interest income {20.3) {45.0)
ELaERRIRE Share of results of jointly
controlled entities 6.6 44.9
HEBETEEZ R Profit on disposal of fixed assets (57.3] (40.9)
HE ETRE 2 EF Profit on disposal of listed investments (34.5) —
BIMTERE Provision for overseas investments 57.9 —
E A Other income [297.5) -
HESERTZES Loss on disposal of jointly
controlled entities - 1.1
BEHE Exchange difference (2.9) (3.1]
FEZ2EM Increase in inventories (512.9) {1,310.7)
RIBERZEL,(EM) Decrease/|Increase) in mortgage loans 55.4 (11.5)
RUHR - mERENFKZ Increase in debtors, deposits and
=0 prepayments (1,651.1) (29.5)
BAIRE Decrease in investments 11.9 68.9
ENRREAERZ Increase/(Decrease) in creditors and
@hn G accrued expenses 514.6 (13.7)
Bl s 2 #m,/ (R Increase/(Decrease} in deposits
received 33.4 [12.9)
REREXEB RS Cash generated from operations 945.8 77.7
(Z) RERBEZEY (b) Cash and cash equivalents
2004 2003
BET BET
$Million $Miltion
ReRBITFER Cash and deposits with banks 1,959.4 1,683.8
|ITESX Bank overdrafts - (0.3)
1,959.4 1,683.5

Hang Lung Group Limited
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26 FABME Contingent Liabilities
RAAZTHZRABERT : At 30 June, contingent liabilities were as follows:
Q7]
Company
2004 2003
HETT BET

$Million $Million

BB ARIMER ZRITERAEEMIR  Guarantees given to banks to secure

2 ER banking facilities for subsidiaries 1,739.0 1,901.8
27 EE Commitments
() WRB=THHRAEZENE (a) At 30 June, capital commitments not provided for in the accounts
TENT were as follows:
£E
Group
2004 2003
BER BET
$Million $Million
BEEH Contracted for 988.7 942.0
EEEERRED Authorised but not contracted for 1,375.0 1,045.5
2,363.7 19875
ot ARERESEERRIZE In addition, the Group's share of capital commitments of the jointly
FAEERT controlled entities is as follows:
2004 2003
BER BETT
$Million $Million
[RE 3 Contracted for 77.9 24.6
BRERBERED Authorised but not contracted for 15.6 105.3
93.5 129.9
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27 EEwm

Commitments (Continued)

(20 FEEBRBTERBRZTIR
HEXRBOERETYE - BT
MHBESENFWATEETZ
HAMEE - RAA=TA - RKE

[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

RVEMZEEERENT as follow:

=3

Group
2004 2003
BERL BET
$Million $Mitlion
—FR Within 1 year 75.9 75.9
—FEERFR After 1 year but within 5 years 283.1 294.1
TE% After 5 years 239.9 304.8

598.9 674.8

28 EETF

Employee Benefits

() RAKEF
AREHEREERRIUREHRERE
FE ZETRTIEEHRREARER
BEXRESKETEYBUESHEE
SREEZEESRER -

Hang Lung Group Limited

(a] Retirement benefits

The Group operates a defined contribution provident fund scheme for its
employees. The assets of this scheme are held separately from those of
the Group, in an independent fund administered by trustees and
managed by a professional fund manager.
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Expressed in Hong Kong dollars

28 EE®F @

Employee Benefits (continued

() BAKERN @
FREMEENREREZEAFEZE
TEOLHER  ERESLRRBFE
Br - ERENAIZBEGHEIMX
FRLEZET 8 HERWZEXHART)
BAGTEEZZRBERN - REATRT
REAKFMEREEEEZHBEA
BENBEF - FEEAERIKRZ 4R
HMAOEMR  BEERAREELEUL
FRERES - ARERFE R MR
BEAR_TEANTER(ZTZ=
F:-TRENTER  mBEAEMS
R EREBREANTEL (=
Z2E-F: —ANTER) - REXE
B ZRRBATEIER  2RERFR
ZHFEERERR —EEREZRG
e —-FZBLTBRL(ZEE=
F R BERIHR

—HEREFERFELE B (RS
BB ERY - URBE—BIREHE
BEH - BIRERSFIREEBZEA
ERBAN(ERAZBL) 2B ZHE
HEFIEHR - AREZHRE2HE
A RBRER ZBRPUT ARERER
BN REEE - ARERTEEARIE
HZBBEERFBBRACTET(ZF
FZF  ttTED -

BRAEEZRKRETEN —HERE
KBRS R B RR ARG & ([BER
Ratdl)) - BERARAHBIHEBERHE
ZKBERIEE - mETEE T —XIEE
B2HEBRRATTEIBRESTE -

{al Retirement benefits (Continued)

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 an
the level of reserves, the trustees may 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 vyear. Total
contributions made by the Group for the year amounted to $25.8 million
{2003: $15.8 mitlion] and forfeited sums credited to reserves amounted
to $0.6 million [2003: $2.8 million]. Total contributions made by the Group
for the year included a special contribution of $13.7 million (2003: nil)
made in respect of a director’'s past employment in accordance with the
provisions of the Group's retirement scheme.

A master trust Mandatory Provident Fund Scheme [the "MPF Scheme”)
is operated by an independent service provider. Mandatory contributions
are made by both the employer and the employees at 5% of the
employees” monthly relevant income, up to a limit of $20,000. The
Group's contributions will be fully and immediately vested in the
employees’ accounts as their accrued benefits in the scheme. Total MPF
contributions made by the Group for the year amounted to $0.7 million
{2003: $0.7 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 2
one-off option to join either the ORSO or the MPF scherne.

EEKEERAT
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28 EETH w

Employee Benefits (continued)

(F) BUHREN @
ADBREPEARLAMB ((HED) L8
MEERBZHBAR  AEETHE
BT E R 2 REEFE 8 ([
BURREHMETE) 2K 8 - Zn BB
DRFEARZE—RE - DEREEZ
XFEEBIREEE L - Mz T
HEAERBRREMES  TPEEM
MR EAELZSTENB LR ZAE
BREGREKZEBZRARBIE
- ZEFTENBRATREFENEL
CHREBEACZBTET(ZTE=
£ ZELTER °

(Z) ROBEER

FRE
ARFRZEREF+—A-THAR
TGRS - U BIEEAR
NEFRARKEAT (BEEERMT
ARBZER)BTROBEREAD
AR - B BRTRERESRNE
FTROBESRE  TXARRDE
B RETEAROGZENERETA
RERSAZFHRTE=EPZES
B ROBEZERE  (TEERESE
BIVHRIRBRAZEEHREER
REFERRE -

Hang Lung Group Limited

{al Retirement benefits (Continued)

Staff in the Company's subsidiaries operating in Shanghai, the People's
Republic of China ["PRC"}, are members of a retirement benefits scheme
[the "PRC RB Scheme"} operated by the local municipal government in
the PRC. The only obligation of the PRC subsidiaries is to contribute a
certain percentage of their payroll to the PRC RB Scheme to fund the
retirement benefits. The local municipal government in the PRC
undertakes to assume the retirement benefits obligations of all existing
and future retired employees of the PRC subsidiaries. Total contribution
made by the PRC subsidiaries for the year amounted to $3.2 million
(2003: $3.7 miltion).

(b} Equity compensation benefits

The Comnpany

The Company has z share option scheme which was adopted on 24
November 2000, 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 prices of the shares for the five 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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Expressed in Hong Kong dollars

28 EEEM @

Employee Benefits (Continued)
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(b] Equity compensation benefits [Continued)

Hang Lung Properties Limited

The Company's subsidiary, Hang Lung Properties Limited ["HLP"] has a
share option scheme which was adopted on 22 November 2002, whereby
the Board of HLP are authorised to grant options to selected
participants, including directors of any company in the HLP group, to
subscribe for ordinary shares of HLP. The exercise price of the options is
determined by the Board of HLP 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 of HLP at the time of grant.
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Expressed in Hong Kong dollars

28 EERH @

Employee Benefits (Continued)

(Z2) ROHERN @

FRENER ZHWT

(b} Equity compensation benefits (Continued)
The movements of Share Options during the year are as follows:

RIRB=fF FRRML/ R-ZTmE 1ERG
tA-8 BHRITERIY ~AZ1A Bz
HARIRZ 2B HRBEITEZ RiiiEs g
peshbEn 3 g BEEE RiTHERR Rt B &S [hid:t R
i) b T
Number of  Number of Share Number of Weighted average
Share Options  Options granted/ Share Options Period during share price
outstanding on exercised|*) outstanding on Date which options  Exercise before exercise
1 July 2003 during the year 30 June 2004 granted are exercisable price of options
{Note) $ $
ER7A]
The Company
2% 3,750,000 - 3,750,000 —Z2% “EF-E-RA-tRAE 6.12 -
Directors ZAZ+mA “Z-FF-A-+ZA
24 February 2000 24 February 2001 to
23 February 2010
1,250,000 - 1,250,000 ZZE2-f ZBR-4T-A-BE 587 -
+-A-8 “B——#+A=+-R
1 November 2001 1 Novernber 2002 to
31 October 2011
- 10,866,000 10,866,000 ZZEMmE ZZZRFRACTEE 9.45 -
AR=TA “E-RERATAA
20 May 2004 20 May 2005 to 19 May 2014
E8 5,820,000 (2.823,000/* 2,997,000 —¥ET ZET-¥-A-t@EAE 6.12 9.3
Employees —R=t+mA “E-ZE¥-A-+=8
24 February 2000 24 February 2001 to
23 February 2010
100,000 - 100,000 “ZERF  ZBE-§+-A=+HE 5.49 -
+ZA-8 ZE-EF+-A-tAR
1 December 2000 30 Navember 2001 to
29 November 2010
150,000 {75,000} 75,000 b S S “SE_E+ATHE 687 10.60
tA+A “E——%{AnA
10 July 2001 10 July 2002 to 9 July 2011
120,000 - 120,000 “2E-f “RECFT-ALRE 683 -
T-A+A It S S
7 December 2001 7 December 2002 to
6 Decerber 2011
- 500,000 500,000 “ZERF ZZTRFRATIHE 10.17 -
RA+zH —2-mEREAT-R
12May 2006 12 May 2005 10 11 May 2014
- 3,208,000 3,208,000 “TTmE ZEETFRA-1+AZE 9.45 -
hAZ+A —Z-mERATAR
20 May 2004 20 May 2005 to
19 May 2014
2%
Total 11,190,000 11,676,000 22,866,000

Hang Lung Group Limited
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Expressed in Hong Kong dollars

28 EBEEM@

Employee Benefits (Continued)

(2) BROREREN @

(b) Equity compensation benefits (Continued)

R-ZF=%F FREL/

tA~H BHEN
HARITEZ 2B
RESRRE HiEgA

Number of  Number of Share
Share Options ~ Options granted/

RZZTEmE TERG
~A=tTA Lk i
HARRTEL BifEe IEF
RingEss jrenl=E I IR RiE
(B b 7

Number of Weighted average
Share Options Period during share price

outstanding on exercised(*) outstanding on Date which options Exercise before exercise
T July 2003 during the year 30 June 2004 granted are exercisable price of options
{Note] $ $
BEMELRRE
Hang Lung Properties Limited
Es - 18,694,000 18,694,000 b > kS ZFERFRACTREE 9.20 -
Directors iz pouty ol = ZE-MERRTAR
20 May 2004 20 May 2005 to
19 May 2014
EE - 10,867,000 10,867,000 ZTRF ZETAFRR-TRE 9.20 -
Employees RR-1H _E-WERRTAR
20 May 2004 20 May 2005 to
19 May 2014
2%
Total - 29,561,000 29,561,000

BOEREETEASTEENBRE
RNER - FAARBIREEHERDZ
BROOHEEREHASRER B AR—
SFEE HEEEREN ([ZEX]) Mk
e BHROERZMETHEER S
JE o FTERAZ IMB MR T

EREB =X Bo2ZM
REEAFR (F) AN
B IE TE
RAEERE Y

BER T AT BRI TFERT 2
WR2RPME ATEERS - w5
AR BB 2R R 2 RS
BEZ SR HEBRTRE - R
R ETRR ) B2 AT RIERET &
2itE -

Hrar . EERIHBETREREEETSLE -

The Share Options granted by the Company and HLP are not recognised
in the financial statements until they are exercised. The weighted
average value per Share Option granted by both the Company and HLP
during the year estimated at the date of grant using the Black-Scholes
pricing model ["the Model"] were $2. The weighted average assumptions
used are as follows:

Risk-free interest rate &%
Expected life {in years] 6
Volatility 0.4
Expected dividend per share $0.4

The Model was developed for estimating the fair value of traded options
that have no vesting restrictions and are fully transferable. As the Share
Options of the Company and HLP have characteristics significantly
different from those of traded options, the Model may not necessarily
provide a reliable measure of their fair value.

Note: Subject to change by the Board at its discretion to an earlier but not a later date.
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Expressed in Hong Kong dollars

29 BEALRS

Related Party Transactions

AEE-FHaERT

S EME N FRA

U5 — %%%%Eﬁﬂ $*I%ﬁ$
BERARASZ TG - R

i?ﬁ +E mﬁgam&é% T
= {‘Efﬁg_'f—%ﬁ:(_—?
?: ENE=ZTET -
Eﬁ%ﬁ%ﬁg %ﬁﬁ&ﬂlm1
2

The Group has a 20% interest in a jointly controlled entity which
participated in the development of Package One of the MTRC Tung Chung
Station Development Project. At 30 June 2004, the Group advanced to this
jointly controlled entity a total of $1,105.3 million {2003: $1,208.3 million}.
All advances are interest-free, unsecured and have no fixed settlement
dates.

30 BEERBERARER

Post Balance Sheet Event

R—NARE+ZR  AEEE—

ARt HEAKEIYETE
B i@z TR BBRERS AN
ERNRAZTE - BR-AANFARA=
TH  RERAK LS - WEBA
SEERLBE  ERARBESTE
&%E°@%'$%EM&E%@&%
EMATRERFR - RZBTEEN
Azr- ﬁﬁ%%ﬁ“ﬁm$§l%
FF ARSI BRIR BT ZRAP - RE
AEERESZRERBRESE KT

ZTOFERA=+H TRERREY
X mEikz=BoT-—a8xkel

IEERREREEREBERLE -

In December 1996, the Group entered into an agreement with a
purchaser to sell its property, The Bay Bridge. The date of completion
was provided to be 30 June 1998. However, the purchaser terminated the
agreement on 30 June 1998 and claimed against the Group for return of
the deposit of $321 million and for damages. The Group, in return,
counterclaimed against the purchaser for breach of the agreement. On 2
August 2004, the Court ruled in favour of the Group in this litigation. The
Court, in subsequent hearings, will determine the level of damages and
legal costs to be awarded to the Group. At 30 June 2004, The Bay Bridge
is an investment property and downpayment received of $321 million is
accounted for as deposits received in the balance sheet.

31 LEEEF

Comparative Figures

BREHHFHRED  ETFURET
S B HERRKE
() -

Certain comparative figures have been re-classified due to the changes
in accounting policies, details of which are set aut in note 1(n].

32 %ERE

Approval of Accounts

BEERR_F
gL -

ZEMEAANBRELEF

Hang Lung Group Limited

The accounts were approved and authorised for issue by the Board of
Directors on 8 September 2004.




LB BB Expressed in Hong Kong dollars

33 FEMBAF Principal Subsidiaries
RIZETMOERA=TH At 30 June 2004

SEIRA L REFME ' Ef kR
A (B BRENE  RHEANE B3 BEME
Issued Place of
Share Capital % Held by % Held by (ncorporation
Company (HKS$) The Group  The Company Activity and Operations
Akihiro Company Limited* 2 100 100 MERR EE
Property development Hong Kong
Amoy International Treasury Limited 8 56.7 — % EBRERES
Financial services British Virgin
Islands
Antonis Limited 10,000 56.7 — E BE
Property leasing Hong Keng
AP City Limited* 2 5.7 — MEME &E
Property leasing Hong Kong
AP Joy Limited* 2 56.7 — WERR B
Property development Hong Kong
AP Properties Limited* 40 48.2 — NEEE &
Property development Hong Kong
AP Star Limited 2 56.7 — BRRE e
Investment holding Hong Kong
AP Success Limited* 2 56.7 — WERE B
Property leasing Hong Kong
AP Universal Limited 2 56.7 — MEEE 20
Property leasing Hong Kong
AP Win Limited 1,000,000 56.7 — NEHE BE
Property leasing Hong Kong
AP World Limited* 2 56.7 — NEER B
Property development Hong Kong
APW Finance Lirrited* 2 56.7 — 85 B
Financial services Hong Kong
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Expressed in Hong Kong dollars

33 FEMEBEAR@m

Principal Subsidiaries (continued)

/,
RIZFREEARAZTA

At 30 June 2004

ERTRA SBFE REIFRG TR

RF] (A7) BREEHE BHEBENE E35 - Sk

Issued Place of

Share Capital % Held by % Held by Incorporation

Company [HK$] The Group ~ The Company Activity and Operations

Bayliner Investment Ltd. 8 100 100 TRIEE  ABHEAREE

lnvestment holding British Virgin

Islands

Believecity Limited 2 100 — BRREARBHER EE

Investment holding & Hong Kong

securities trading

Bonna Estates Company Limited* 1,000,000 56.7 — MEHE &5

Property leasing Hong Kong

EELFERDT 4,000,000 56.7 - mERE 0

Caddo Enterprises, Limited Property leasing Hong Kong

REZERARA 2 56.7 — MERE Y

Carmana Limited Praperty leasing Hong Kong

Cititop Limited* 2 56.7 — nERE &4

Property development Hong Kong

Cokage Limited 2 100 100 BRIRE Y

Investment holding Hong Kong

ERBRERLE" ERRE BE

Country Bond Development Limited* Investment holding Hong Kong
(Al 990 553 —

‘A’ shares
(Bif 1 56.7 -
‘B share

EELFBRAA) 2 100 — BRRE BE

Country First Enterprises Limited* Investment holding Hong Kong

ERMREBRLR)" 5,000,000 57.7 — BRRE g

Country Link Enterprises Limited* Investrnent holding Hong Kong

Hang Lung Group Limited
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Expressed in Hong Kong dollars

33 FEMELIT®@

Principal Subsidiaries (continued)

R-ZBREMFRA=1H

At 30 June 2004

BHITRA SEfE AR RIS

A (B BRENK BmEnE £% LEWE

Issued Place of

Share Capital % Held by % Held by Incorporation

Company (HK$) The Group  The Company Activity and Operations

Crest Incorporated 16 100 — ERRE  ABEBRES

Investment holding British Virgin

Islands

Curicao Company Limited 2 100 — PREE Bk

Investment holding Hong Kong

Dokay Limited 2 56.7 - MERE Elc

Property teasing Hong Kong

BEEREBR A" ZHRREA BE

Ease Smart Development Limited* Investment holding Hong Kong
(AR 1 100 —

‘A" share
B 1 54.7 —
‘B’ share

BRERERAF 2 56.7 - ERRE BE

Easegood Enterprises Limited* Investment holding Hong Kong

ERREBERAT 2 100 100 ERRE EE

Ever Brilliant Investment Limited* Investment holding Hong Kong

Folabs Limited 2 100 - mEEE B

Property leasing Hong Kong

Fu Yik Company Limited 3 5.7 — WEHE BE

Property leasing Hong Kang

EXERAT 2 56.7 - RRRE BB

Gala Ruby Limited investment holding Hong Kong

ERERERAF 2 100 100 MERE BR

Glory View Properties Limited Property leasing Hong Kong

Gowily Limited* 2 56.7 - NELESE N

Property leasing Hong Kong

EEEEBERAF
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Expressed in Hong Kong dollars

33 FEMBAT @

Principal Subsidiaries (continued)

RZZEZTWNFERA=1H At 30 June 2004
SERIRA KB REIFTE EiR
A () ERENE  BRHAENE £ BRI
Issued Place of
Share Capitat % Hetd by % Held by Incorporation
Company (HKS) The Group  The Caompany Activity and Operations
Grand Centre Limited* 4 56.7 — S Bk
Property leasing Hong Kong
Grand Hotel Group Limited* 10,200 56.7 - R\ FEg4LRER EE
Apartment operating & Hong Kong
management
RBEREEERAR" EREE BE
Grand Hotel Holdings Limited* tnvestment holding Hong Kong
Al 62,163123 567 —
‘A" shares
Bif& 6,000,000 56.7 -
‘B’ shares
EEERERQF" 2 100 100 NERR BE
Great Cheer Development Limited* Property development Hong Kong
Hang Chui Company Limited* 2 56.7 - MERE BB
Property leasing Hong Kong
Hang Far Company Limited 2 56.7 - RREE B
Investment holding Hong Kong
ERBRAFN 200 56.7 — nEEE e
Hang Fine Company Limited* Property leasing Hong Kong
Hang Kwok Company Limited 10,000 56.7 — WERE &R
Property leasing Hong Kong
Hang Lick Company Limited 10,000 56.7 — nEEE B
Property leasing Hong Kong
e (1730 ER 2 A 10,000 56.7 — EERH &
Hang Lung (Administration] Limited* Management services Hong Kong
B (h &) BRAT" 2 100 100 BRIRE &
Hang Lung (China] Limited* Investment holding Hong Kong

Hang Lung Group Limited
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A R Expressed in Hong Kong dollars

33 FEMEBLAA®w Principal Subsidiaries icontinued)
RZEZEWFERA=+H At 30 June 2004
BEIRA SEME REIFfE i
AT (&7 EHANE  BHAESE E3 EEME
Issued Place of
Share Capital % Held by % Held by Incarporation
Company (HK$) The Group ~ The Company Activity and Operations
ERNEEERRAE" 2 100 100 g3 B
Hang Lung Financiat Services Financial services Hong Kong
Limited*
Hang Lung Park-In Limited* 2 56.7 — NERE Bl
Property leasing Hang Kong
BEIEREBRAE] 10,000 56.7 - NFERRRAUNER e
Hang Lung Project Management Project management Hong Kong
Limited
ERGERR LA pRnE BE
Hang Lung Properties Limited* investment holding Hong Kang
ERR 3,299,900,770 56.7 —
Ordinary shares
RRRRELK 563,625,000 = -~
Convertible cumulative
preference shares
BENEERERRT 100,000 56.7 — NEER Bk
Hang Lung Property Management Property management Hong Kong
Limited
EREREER LR 2 56.7 - MARE R
Hang Lung Real Estate Agency Property agencies Hong Kong
Limited
B (wERE) BR R 2 567 - WERE BE
Hang Lung {Secretaries) Limited* Secretarial services Hong Kang
B (Lg) EZRARAG 2 100 — TRRB BB
Hang Lung [Shanghai] Properties Management services Hong Kong
Limited*
ERREREERAR" 2 100 100 B BE
Hang Lung Treasury Limited* Financial services Hong Kong
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Expressed in Hong Kong dollars

33 FEMEBLAT @

Principal Subsidiaries (continued)

RITZEFERA=TH

At 30 June 2004

BETRE EEME RS EMk

AL (&) BEAHE BHRANE E3 EE
Issued Place of

Share Capital % Held by % Held by Incorporation

Company (HK$) The Group  The Campany Activity and Operations
EBRHABERAT 2 100 100 #% Elo
Hanson Mortgage Limited Financial services Hong Kong
Hantak Limited* 2 100 100 ERRE &E
Investment holding Hong Kong

Hebo Limited* 2 100 100 NEER £
Property development Hong Kong

HL Enterprises Limited 2 100 100 BRRE )
Investment holding Hong Kong

EERE (ELE)FRAR 2 100 100 B 30
HL Mortgage (HTG) Limited Financial services Hong Kong
ERRiE (2RE) ERLE 2 100 100 % ElS
HL Mortgage [NH] Limited Financial senvices Hong Kong
BREE (RERE) FRAR 2 100 100 B BE
HL Mortgage NP} Limited Financial services Hong Kong
BRnE(FE) FRAR" 2 56.7 - BEREE g
HLP (Chinal Limited* Investment holding Hong Kong
HLP International Treasury Limited* 8 56.7 — 8% EEABREE
Financial services British Virgin

[slands

EELERABRAT 2 56.7 — B &
HLP Treasury Limited* Financial services Hong Kong
HLP Treasury Services Limited 2 96.7 — BERRE B
Investment holding Hong Kong

Hoi Sang Limited 2 56.7 — BEREA BE
Investment holding Hong Kong

Hang Lung Group Limited
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Expressed in Hong Kong dollars

33 FEHBLAT @

Principal Subsidiaries (continued

REBTNENA=TH

At 30 June 2004

ERIRE SEFE REFE BRI
AF) (&) BHRNE  BEEE £5 5
Issued Place of
Share Capital % Held by % Held by Incorporation
Company (HKS) The Group  The Company Activity and Operations
Kindstack Limited 2 100 — BRRE &%
Investment holding Hong Kong
BERRLT 2 100 — NEER 255
Land Venture Limited Property development Hong Kong
HEERAF 1,000,002 56.7 - MERE BR
Lockoa Limited Property leasing Hong Kong
EEREBERLR 10,000 100 — NEER Bk
Luckyson Investments Limited* Property development Hong Kong
BHERE (FERE) ERAE 20 89.7 — B Bk
Lungsun Mortgage (PV] Limited Financial services Hong Kong
Mansita Limited 2 56.7 - NERE EE
Property leasing Hong Kong
HHBRAF 2 100 — BREE Bk
Merrysun Limited Investment holding Hong Kong
Madalton Limited* 2 56.7 - NEEE BE
Property leasing Hong Kong
Monafat Limited 2 56.7 - MERE BE
Property leasing Hong Kong
HEBRAE! 2 100 — E N BE
Nikco Limited* Praperty leasing Hong Kong
EEREERAT 10,000 100 — MEHE BA
Ocean Time Investments Limited Property {easing Hong Kong
Ottringham Limited 20 56.7 — NERE EE
Property leasing Hong Kong

BEEEFER LA




LA BB

Expressed in Hong Kong dotlars

33 FEMfBAR @

Principal Subsidiaries (continued

R-TEMFRA=1+H

At 30 June 2004

BEITRE EEATL REFTE TR

27 (&70) REBENE  BEEENE ES ERH
Issued Place of

Share Capital % Held by % Held by Incorporation

Company [HK$) The Graup ~ The Company Activity and Cperations
Palex Limited 2 5.7 - MELE BE
Property leasing Hong Kong

Paradot Limited 2 100 100 E e
Property development Hong Kong

Pocaliton Limited* 2 56.7 — UELE 0
Property leasing Hong Kong

Promax Limited* 2 89.7 - E S EE
Property development Hong Kong

BEARRA" 1,560,000 100 100 BRRE BE
Prosperland Housing Limited* Investrnent holding Hong Kong
Purotat Limited 2 100 100 BRERE EE
Investment holding Hong Kong

Rago Star Limited® 2 56.7 — NERE BE
Property leasing Hong Kong

Rioloy Limited* 2 56.7 - NERG 5
Property leasing Hong Kong

Ronhero Limited 2 56.7 - ELI- Bk
Property leasing Hong Kong

Scotat Limited* 2 89.7 - ERIRE BA
Investment holding Hong Kong

HAEXBRRA" 20 100 100 NEER B
Stanman Properties Limited* Property development Hong Kong
Stooket Limited* 2 86.7 - NERE Bk
Property leasing Hong Kong

Hang Lung Group Limited
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Expressed in Hong Kong dollars

33 FEWEBELAT @

Principal Subsidiaries (continued)

R-_BFMFERA=+H

At 30 June 2004

BEIKRF £EAE NEmE B
nF (&) BERENE  ERENE % EENE
Issued Place of
Share Capital % Held by % Held by Incorparation
Company (HK$) The Group  The Company Activity and Operations
Style Giant Limited* 2 89.7 - NERR EE
Property development Hong Kong
ERERERAR 2 100 100 NELE BA
Success Cosmos Development Praperty development Hong Kong
Limited
Tegraton Limited* 2 56.7 - MEHE B
Property leasing Hong Kong
Topnic Limited* 2 100 100 PERE B0
Property {easing Hong Kong
Velan Limited* 2 100 100 NEER &k
Property development Hong Kong
EHREXERAT 100,000 56.7 — nERE BE
Wai Luen Investment Company, Property leasing Hong Kong
Limited
Wililoy Limited 2 56.7 — MEEE Bk
Property leasing Hong Kang
Yangli Limited 2 56.7 — NEHE &E
Property leasing Hong Kong
BREXBRAA 1,000 100 100 AR AREREE BR
Yee Fly Investment Limited Investment holding & Hong Kong
securities trading
Zarat Limited 2 56.7 — mERE BE
Property leasing Hong Kong
BESHERLS
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Expressed in Hong Kong dotlars

33 FEMEBELAA @

Principal Subsidiaries (Continued)

RIZENMERA=+A

At 30 June 2004

TER SHAE RNEPE Hik

FPEARAMBTNRELE &) BRESE  ERESE E 3 BRI
Registered Place of

Equity Joint Venture in Capital % Held by % Held by Incorporation
The People’s Republic of China (US$) The Group  The Company Activity and Operations
TAEARRERFEAROE" 167,004,736 54.8 - DERREAEE  TEARANE
Shanghai Hang Bond Property Property development The People’s
Development Co., Ltd * & leasing  Republic of China
HEEREHEERAR" 17,766,000 70 - NERE  PEARHARSR
Shanghai Heng Cheng Real Estate Property development The People’s
Development Co., Ltd.* Republic of China
TRERRMEREERAT 165,000,000 52.0 — NERRREE  TEARANE

Shanghai Kong Hui Property
Development Co., Ltd.*

* RERREHOEEMER

ERINLEZRRB/EARRB ISR
BEBEAYEBIIRMBAT -

Hang Lung Group Limited

* Audited by KPMG

Group.

Property development

& leasing

The People’s
Republic of China

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
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B RER Expressed in Hong Kong dollars

34 FESENT Principal Jointly Controlled Entities
RIEZMFRA=TH At 30 June 2004
BEITRE SEMA RAEIFE iR
AR (87 BERNX  BHESX £ BRME
Issued Place of
Share Capital % Held by % Held by Incorparation
Company [HK$) The Group  The Company Activity and Operations
HRERAEBRLT 400 25 ~ nERBE 8%
Daily Win Developrnent Limited Property leasing Hong Kong
EREZE (KB ERAF 2 50 - B 5
Hang Hing Martgage {TH] Limited Financial services Hong Kang
EEOFEEABRAT 519,000 50 — ARREARE BR
Hang Lung-Hakuyosha Bry and Hong Kong
Dry Cleaning Limited laundry cleaning

Newfoundworld Finance Limited 100,000 2 — B &E
Financial services Hong Kong
Newfoundworld Heldings Limited 2,000,000 20 — BREE N
Investment holding Hong Kong
Newfoundworld Limited 2,000,000 2 - MEBR BB
Property development Hong Kong
Pure Jade Limited 1,000 20 — NERE BE
Property development Hong Kong
ERZREBNRAF v 3 18.9 — WEHEE BE
Star Play Developrent Limited Praperty leasing Hong Kong

ERATI R BEREITEISEHMAE  The above companies are not audited by KPMG.
*Z o

FRIINLEEPABHRERZEME  The above list gives the principal jointly controlled entities of the Group

BEEEAFE S TELENT - which in the opinion of the directors, principally affect the profit and
assets of the Group.
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Shareholder Information

RRREREZ 2 REFPWEABZFA
Analysis of Share Ownership by Holding Range ‘ At 30 June 2004
ARER* BE*

Shareholders* Shareholdings*
ABL BHE BOH#E (T) aox
No. % No. of Shares ('000] %
B 1-50008 1- 5,000 shares 2,064 515 5,086 0.4
[ 5.001 - 10,000 A& 5,001 - 10,000 shares 785 19.6 6,766 05
[ 10,001 - 100,000 A& 10,001 - 100,000 shares 1,053 26.3 29,819 2.3
M 100,001 - 1,000,000 B 100,001 - 1,000,000 shares 87 22 21,571 16
[J 1,000,001 - 50,000,000 #% 1,000,001 - 50,000,000 shares 11 0.3 119,774 9.0
(3 50,000,000 %A + Over 50,000,000 shares 4 0.1 1144534 862
4,004 100.0 1327,530  100.0

* BEOE=+ZERAVRBERRNEE (FREERE 2 AL BEEFBZHRIEGHN  KEBTREHRBEAERLGERBERFEHR
NERTFLEA+ZEATFFR+DE -

* incorporating, in their respective shareholdings range, 432 participants of Central Clearing and Settlement System [CCASS] holding a total of
657,639,044 shares registered in the name of HKSCC Nominees Limited.

B® BRE

Shareholders Shareholdings

26.3%—+ B-515% I r=+—86.2%

= ] OO000

| HE RN
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Hang Lung Group Limited
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Financial Calendar

DEPHERE

Interim Results announced

CIREHHRR

Interim Dividend paid

DHEEER

Annual Results announced

BEBERMGER

Latest time to lodge transfer

EERERMBRERL
(BAFHREFE)

Share Register closed
{for final dividend]

RREFAE
(B ABHAERN L2 BREFARES)

Annual General Meeting

{Details are set out in the
Notice of Annual General Meeting
accompanying this Annual Report]

BRRBRERS
Proposed Final Dividend payable

—EEME=-E+NER
18 February 2004

—REEFMAZ+=H
23 April 2004

TEBREFEAANE
8 September 2004

“EENF+-ERAORE
4:00 p.m. on 5 November 2004

—ZERE+-ANBRET-BA+A
(BERMAEEER)

8 November to 10 November 2004
[both days inclusive]

TEENE+ -+ ZRLEFTRZTD
BEIMBRER

10:30 a.m. on 23 November 2004
at Registered Office

—“EBNF+—-R=1txB
26 November 2004

EEEEERLF




RIFZENERA=+H  At30 June 2004

mER

Listing Information

Stock Code

Hong Kong Stock Exchange 0010
Reuters 0010.HK
Bloomberg 10HK
Board Lot Size [Share] 1,000

American Depositary Receipt
Sponsored Level-! {Over the Counter]

) BB
1,327,530,242 BRI (E B4
ans EAMART BT
1.00 2o
AZRBESE BiEL
FRERAR LT Zid
1,327.530,242 shares of STAREL WH)
HK$1.00 each listed on The
XERRRS
Stock Exchange of Hong B MREHA%TE)
Kong Limited oo s @
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%% CUSIP Number / Ticker Symbol

41043E102 / HNLGY
ADR:Underlying Share Ratio 1:5
Depositary Bank REERTT

The Bank of New York
{http://www.adrbny.com)

Share Registrars

BRETRELFELERD
BEIEREE— §A+~ﬂ
RO
WL ¢ 2862 8628
@R ¢ 2529 6087

 REEREBE

Computershare Hong Kong Investor Services Limited
17th Floor, Hopewell Centre :
183 Queen’s Road East, Hong Kong

Telephone : 2862 8628

Fax 2529 6087

Investor Relations Contact

RIT
HITEE
BEHE  ir@hanglung.com

BpESR

Terry Ng
Executive Director
Email address : irdhanglung.com

Share Information

N

A& (E Price f%{8 Price
KX kAR
Ee ®E Total Be &E Total
High  Low Trading Volume High Low Trading Volume
B B BRO#E B EE gl 4=!
HK$ HK$  No. of Shares HK$ HK$  No. of Shares
2003 2002
ZEZZ Third quarter 9.30  6.55 149,336,000 770 6.45 90,348,000
SEMZE Fourth quarter 1035 915 124,021,000 730 6.30 110,607,000
2004 2003
% — First quarter 13.05 9.85 165,829,000 6.85 6.40 46,842,000
% ZZ Second quarter 1230 9.05 89,520,000 670 375 78,738,000
RIBR=FRA=THZRE  BHLI5T

Share Price as at 30 June 2003: HK$6.35

ZEMFAA=TBZE  EBI050T
Share Price as at 30 June 2004: HK$10.50




