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With an eye on the

future, Hang Lung

is actively looking to
apply its disciplined
investment approach in
rapidly growing cities

throughout China.
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Hang Lung is expanding
in China, building on
its solid foundations
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Geographical Analysis of Investment Properties and Properties under Development
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Total Gross Floor Area Rental Revenue Occupancy Rate
AR i 1 mERA LS
(000sq.m.) (HK$Million) (%)
(TFJiK) (W H 850) (F 5 %)

2005 2004 2005 2004 2005 2004
China g
Shanghai kg
Xuhui District 4% MEE [ 252.9 309.7 276.2 243.0 99 98
Jing An District 2 i 211.3 211.3 337.0 276.5 100 100

464.2 521.0 613.2 519.5 29 99

Tianjin RH 135.0 - - - - -
Total 5t 599.2 521.0 613.2 519.5 = =
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135,000 sq.m.

in Tianjin

The Group is actively looking northward to Mainland
China to capitalise on the vast opportunities offered by the

developing Chinese economy.

Applying its philosophy of disciplined growth and investment,
the Group began its strategic approach to the Chinese market
in Shanghai with the Plaza 66 office/retail development, as
well as The Grand Gateway. Total GFA from the two projects
covers 464,200 sq.m., of which 132,900 sq.m. is currently
under development. Both projects currently generate a yield

on cost of about 12%.

In January this year the Group landed a milestone project
in Tianjin, taking its first strategic step outside of Shanghai.
Commanding one of the best locations in the city, this future
world-class shopping mall is scheduled for completion in
2009/10 and is expected to generate similar yields to the
Group’s properties in Shanghai.

Total GFA of the Group’s property investment portfolio in
Mainland China now stands at approximately 599,200 sq.m.

The Group plans to further invest in 10 or more new cities in
Mainland China over the next 3 to 4 years to provide long-
term rental growth, aiming to repeat the success story in

Shanghai with each of these new cities.

Taking its first strategic step outside of
Shanghai, the Group landed a 135,000

sq-m. shopping mall project in Tianjin.
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China Property Leasing and Sales

Plaza 66

Towering above its neighbours, Plaza 66 in Shanghai is currently
the tallest building in the historic Puxi district. With its prime
location on Nan Jing Xi Lu, the development’s Office Tower 1
features 66 storeys of Grade A office space constructed over
a 5-storey retail podium. Commercial and retail income
increased by 23% during FY2005, with occupancy at 100%.
Similarly, office rental income grew by 21% upon an occupancy

rate of 99%.

The Grand Gateway

The Grand Gateway, located above Xujiahui Station — Shangha’s
largest subway station, is a 101,924 sq.m. shopping mall featuring
multiplex theatres, restaurants, fully integrated family leisure
facilities and specialty shops. During the year under review,

commercial and retail rental income grew by a promising 16%

with occupancy standing firm at 100%.
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Rental income at The Grand Gateway Garden I, the ZIAH AR R AL — ) - HAH S &
development’s residential tower, increased by 3% with THE 2= HREA T Z I RZKF - 1
occupancy at 96%. In addition, Office Tower 1 was completed b > W MR HE N RS — B R R R A
in June 2005. NHIER -

Office Tower 2 was completed in June 2005, and sales at the Vs PR JBE 3 0 28 KA — e IR R HAE RS A
development are expected to be completed by the end of the A HEFE RN T HAFERTE R o

calendar year.

China Property Under Development Ferh 2z B

Progress on Office Tower 2 at Plaza 66 is on schedule, and 1 [ J3E 35 9N 28 A S R B AE i T > FE I
completion is expected in 2006. AR R FNAEVE AL o

Construction of the second residential tower and serviced s ME R4 2 50 A A KA R T — e AR i K
apartments at The Grand Gateway is also progressing well. M il THETE AT

The Grand Gateway

Centrally located above Shanghai’s

largest subway station, The Grand
Gateway offers worl s shopping

Y g
and entertainment facilities.
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Share Placement

On 29 November 2004, Hang Lung Properties placed 370
million new ordinary shares with professional and institutional
investors at $12.0 per share (market price was $12.8 per share).
The placement raised approximately $4.4 billion, and a deemed
profit of $478.0 million was recorded in the Group’s accounts
accordingly. Believing that the capital and property markets
operate on different cycles, the Group utilised the placement to
take advantage of comparatively inexpensive capital, which will

be applied towards future property development projects.

Liquidity and Capital Resources

On 7 June 2005, the Group signed a $8.0 billion syndicated
loan facility with 19 local and international banks. The facility
was well received by the financial community, and will assist

in reducing costs of funds for the Group.

During the year under review, the Group issued $1.5 billion
floating rate notes due in 2009.

The Group further reduced its gearing ratio in FY2005, which
now stands at a very healthy 10%.

As at 30 June 2005, undrawn banking facilities together with
bank deposits amounted to $18,740.8 million, comprising
$3,733.8 million in bank deposits, $13,657.0 million in

committed facilities and $1,350.0 million in demand facilities.

Dividend
The Board proposes a final dividend of 40 cents per share,

which is an increase of 11% above last year’s figure. The total
dividend for the year is 54.5 cents, up 14% from the previous
year. The Group consistently offers one of the highest dividend
yields amongst all players in Hong Kong’s property sector.
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Liquidity Ratio

B L
At 30 June BANA=1H
Time %
i [Epis
2.0 160
1.6 128
1.2 96
0.8 64
0 0

2001 2002 2003 2005

Note: Liquidity ratio represents current assets less inventories

2004

over current liabilities.
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The Group is continuing its policy of evenly spreading out
dividend payments from year to year. This “smoothing out”
process avoids pegging of the dividend to annual profits,
thereby eliminating fluctuations tied to the timing of property
sales. This policy has allowed the Group to consistently offer
one of the highest dividend yields amongst all players in Hong
Kong’s property sector.

Accounting Standards

In advance of requirements, the Group has adopted the new
HKAS 40 and HKSIC-Int 21, where revaluation changes and
related deferred tax are recognised in the income statement.
Excluding the effect of property revaluation changes and its
related deferred tax, net profit attributable to sharecholders
increased by 93% to $1,903.0 million; basic earnings per
share would increase by 93%, from 74.4 cents to 143.3 cents;
and diluted earnings per share would increase by 92%, from
74.2 cents to 142.4 cents.

Underlying Pay-out Ratio
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Land Bank

During the year under review, the Group actively participated
in land auctions and tendering, and continued with its proven
and prudent approach towards land acquisition by purchasing

land only if the price and location are right.

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 the potential of their location, government support for
business growth, and reasonable land prices. The Group’s senior
management teams, which actively participate in and supervise
project progress, also lead land acquisition projects in Hong
Kong and Mainland China.

Interest Rate and Exchange Rate Risks

The Group has followed a policy of developing long term
banking facilities to match its long-term investment plans in
Hong Kong and Mainland China. This enables the Group
to avoid high borrowing costs from short term financing for
long-term investment. The Group’s policy on interest rate
risk management also involves close monitoring of interest
rate movements and replacing and entering into new banking
facilities when favourable pricing opportunities arise. Interest
rate swaps to hedge exposure to floating rates are used where
appropriate. Borrowings are also designated in local currencies
to match the corresponding payment currencies to mitigate

exposure on exchange rate fluctuations.
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The Group continued its proven and prudent

approach towards land acquisition by purchasing

land only if the price and location are right.
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Retail Climate and Rental Collection

The Group has continued to organise various promotional
events during holiday seasons to improve customer traffic at
its retail centres. The Group has also actively avoided entering
the negative spiral of competition through rent reduction.
The tenant mix at the Group’s retail outlets remains under
constant review, along with policies on the collection of rental
and outstanding debts. Management reviews cases on a weekly
basis, 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 when potental problems
are anticipated. The Group has an ongoing maintenance
programme throughout the year to enhance all buildings. Large-
scale cleaning exercises are also carried out at regular intervals at

both residential properties and shopping malls.
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Renewed vigour in

the leasing market,

combined with growing

margins in property
development, provide
: a solid foundation for
. Hang Lung’s future
growth.
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Hong Kong’s booming
economy is driving
renewed interest in
property investment.
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The Group’s business prospects will continue to be driven by A ) 5 A AR B B Y B TR BB B
its philosophy of disciplined and steady progress towards its B> BEBRVESRIFAT R o A > hindE
goals. Management believes there is a solid foundation for the WY EME ST EBE ) > MY REE L
Group’s future in Hong Kong, based on renewed vigour in the 15 BRI IR IE RGN > 50T AR A 5 T 0 s S
leasing market, combined with growing margins in property PEOLTRE LR - B2 R HE > IR
development. Management’s long-term goal is to remain one SEETEA U [A0] M SR A Rl R = A
of the top “pure” property players in Hong Kong. HA o

The Group has remained disciplined in its approach to buying SR BB AT A0 A E T R AR A
land, and its existing residential land bank stands at about S5 F e RN 5% A T A o (e R AR
400,000 sq.m. Given the availability of land at the right price B R R R A E S8R0 M 2
and location, the Group is keen to replenish its land bank. th o
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Management’s long-term goal is to remain

one of the top “pure” property players in

Hong Kong.
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Continuing sales at The HarbourSide will maintain their
contributions to the Property Development and Sales business;
and upcoming sales of the most desirable units at Blocks 1 &
2 of AquaMarine will provide a further boost to revenue. As
it is comfortable about long-term residential prices in Hong

Kong, the Group will only sell at decent margins.

Exciting potential lies within the Group’s investments in
Mainland China. For example, pre-leasing marketing activities
at The Grand Gateway’s recently completed Office Tower 1 in

Shanghai have been met with overwhelming response.

After setting the benchmark for property in Shanghai, the
Group has taken another strategic step towards expanding
its China operations with the development of a high-
end shopping mall in one of the best locations in Tianjin.
Management believes that Tianjin is poised to deliver
attractive returns on investment as it grows to take its place

amongst China’s top-tier cities.

In the interest of maximising shareholder return, the Group
is actively looking at other rapidly growing cities all around
China to determine the most prudent route for growth in the

Mainland property market.

The Group is looking to invest in commercial and retail
developments at a steady rate to build its portfolio in China,
capitalising on its proven experience, management expertise
and long-term vision. Having taken advantage of the low cost
of funds in recent years, the Group is well positioned to take

on new investments and projects throughout China.
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The Hang Lung
Mathematics
Awards reward and
recognise secondary
school students
with a passion for
mathematics.
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As a Hong Kong-based company at the leading edge of
social betterment, we recognise our role, our responsibility
and our commitment to maximise the full potential of our
most pivotal assets — our next generation. Throughout the
past years, we have utilised our resources in facilitating social
progress that focuses on youth development. These efforts
entail financial support and training, in addition to direct
encouragement through rewards and recognition.

Since 2003, the Group has sponsored young entrepreneurs
with unique business ideas and feasible execution plans
by providing them with special rental terms at Discovery
Avenue to kick-start their ventures. In addition to providing
this financial support, another goal of this ground-breaking
project is to instill hope and drive in young entrepreneurs,
giving them the strength to overcome social and economic
challenges. The success stories that have come out of the
programme have been an inspiration to the Group, and widely
appreciated by our young entrepreneurs, their families, and
local community and government leaders. We will reinforce
our efforts to nurture future entrepreneurs by implementing
this programme in a continual basis.

Through the Group’s Junior Achievement Hong Kong project,

it has put together a comprehensive training programme
that introduces senior high school students to the various
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Hang Lung recognises
its responsibility and
commitment to maximise

the full potential of Hong

Kong’s youth — our future

community leaders.
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departments and functions of a major corporation. This
programme has now been adopted by other major local
corporations, and the Group is proud to have pioneered this
effort in youth development — which will help to develop the
future leaders of Hong Kong.

In 2004 and 2005, the Group sponsored the Hang Lung
Mathematics Awards, a platform to reward and recognise
secondary school students with a passion for mathematics.
The competition was administered by the Institute of
Mathematical Sciences of The Chinese University of Hong
Kong, in partnership with the Hong Kong Education City
under the Governments Education and Manpower Bureau,
and chaired by Professor Shing-tung Yau. This vigorous
competition has successfully stimulated students’ enthusiasm
and creativity in mathematics research, and has created a
nurturing environment for students, teachers and schools
to heighten the quality of their educational curricula via
mathematics. The Group expects that the 2006 Hang Lung
Mathematics Awards will continue to foster the talent
needed to support future medical, technology, education and
environmental developments.

The Group is diversifying the scope of its youth programmes
beyond conventional academic enrichment by sponsoring the
Hang Lung Properties 2005 Inter-city Bridge Championships.
The logical thinking, strategic planning and analytical skills
developed through playing the game are essential qualities
behind the personal growth of our young participants.

In addition to its wide-ranging youth enrichment initiatives,
the Group believes in supporting the community by offering
financial and moral contributions to targeted charitable
institutions and other beneficiaries that support the physical,
mental and spiritual wellbeing of the community.

Sponsorship of the Hang Lung
Properties 2005 Inter-city Bridge
Championships.
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Photograph taken in Bangkok
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Hang Lung’s success over the years is largely attributable to the efforts and

contributions of its dedicated employees.
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The Group’s success has been largely attributable to the
efforts and contributions of its committed employees over
the past years. As at 30 June 2005, the Group employed
1,628 employees — including 990 in Hong Kong and 638
in Shanghai. The total remuneration of our Hong Kong
employees during the year was $230.6 million. In order to
motivate and retain talent, our remuneration policy is to pay
for performance. In addition to the contractual 13t month’s
salary, salary increment and discretionary bonus were awarded

to employees in accordance with their performance.

The Group believes that people development is crucial
to sustainable business performance. In February 2005,
we established a new training centre at one of our prime
office buildings in Central, Chekiang First Bank Centre.
This modern training facility covers an area of 2,300 sq.ft.
with a capacity of up to 100 participants. During the
year, we have primarily focused on Security and Property
Management training. In addition to the mandatory Quality
Assured In-House Training for new security staff, refresher-
training courses are held annually for building management
employees. We have also invited experienced lawyers and
bailiffs to deliver in-house seminars on topics such as Tenancy
Disputes and Bailiff’s Work to better equip our employees
with the necessary knowledge and skills in leasing and
property management. Most of the Group’s technicians have
attended the Forum on the Safety of Electrical Installations in
Buildings organised by the Electrical and Mechanical Services
Department to reinforce knowledge of electrical safety in
buildings. Moreover, we continued to sponsor all grades of
employees to pursue academic and professional qualifications
to further develop their careers. Experienced employees were
nominated and sponsored by the Group to enrol in Train-the-
Trainer courses, equipping them to become qualified in-house

trainers in conducting security training to their subordinates.

Over the past year, we have committed to upgrade the
competencies of our employees and build up the talent
pool within the Company. We initiated our Secondment
Programme in August 2004, and subsequently managers
and officers from the Leasing and Management Division
were seconded to our Shanghai Office to widen their scope
of business perspectives in the China market. In 2005, the
Group launched a two-year Management Trainee Programme
to develop potential young talent, and nurture and groom
tomorrow’s leaders to take up key positions in the future.

Trainees are posted to different divisions/departments
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including Central Purchasing, Corporate Communications,
Corporate Finance, Finance, Leasing & Management,
Marketing, Project Management, Residential and our
Shanghai Office to undergo practical on-the-job training and

familiarise themselves with the Group’s day-to-day operations.

We continued to promote the “paperless office” concept
and encourage all levels of employee to adopt web-based
applications in daily operations. During the year, a lot of
resources have been engaged in equipping employees with
electronic aids and computer skills to increase productivity.
We have also enhanced various integral systems and developed
new electronic platform providing employee self-service
functions to simplify work processes in daily operations.
This has resulted in greater operational efficiency and more

effective staff management.

To cultivate a sense of belonging and enhance communications,
the Group organised a 3-day outing to Shanghai in 2004 for

employees and their family members to visit our prestigious

In February 2005 Hang Lung opened a new training
facility with capacity of up to 100 participants.

E T AL T — BT AA— FAZ AR
B TR -

34 Hang Lung Group Limited ~Annual Report 2004 / 05

B K L R > SR A % A R 2 H R
Ve ROEATEE -

S EBAIETT (WA AR MEASUE =R A T
i H TARRE AR R AL - AFN > AREERA
KBV T30 AR e B T2 B RE - 35
VAGAEA 2 ) o 4 B INR TH 25 Tl ol R A5 I 8 e
BHE e > A T2 HEEMEE At > i
T AL TARRAE o LIRSS it /2 S B A A R 2
R e B T -

RyImeR B T K R SRR TR
B TR HFE M AN = 0 2 bk > 36425k
5 455 26 17 4 A ML oy AR 2 R o AR

The Staff Social Club organises a wide range of

activities to strengthen staff relationships and
promote team spirit.
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properties, which are landmarks in Shanghai. The Company’s
Staff Social Club organised a wide range of recreational
activities including film screenings, dolphin watching, a
photography competition, a walk at Ng Tung Chai and a visit
to Hoi Ha Wan — all aiming to strengthen staff relationships

and promote team spirit within the Company.

As a caring employer, the Group is well aware of the importance
of the health of our employees, and is committed to building
a healthy workforce within the organisation. Realising the
need to balance the mental, spiritual and physical health of
our employees, the Group has organised Tai Chi courses for
managers, and more stress-management and relaxation courses

of this nature will be offered in the coming year.

Share Option Scheme

The shareholders of the Company have approved the adoption
of a share option scheme (“the Scheme”) by the Company
at the annual general meeting held on 24 November 2000.
The purpose of the Scheme is to enable the Company to
grant options to employees and executive directors of the
Company and its subsidiaries as incentives or rewards for their
contributions to the Group. As at the date of this Annual
Report, the total number of shares available for issue under
the Scheme is 115,332,224 shares, representing 8.68% of
total issued share capital of the Company. The aggregate
number of shares issued and to be issued upon exercise of
share options granted to each grantee shall not exceed in any
12-month period 1% of the shares in issue. The subscription
price payable on exercise of an option shall be such price as
the Board may in its absolute discretion determine at the time
of its grant, provided that it shall not be less than the highest
of (i) the closing price of the shares on the date of grant; (ii)
the average closing price of the shares for the 5 business days
immediately preceding the date of grant; and (iii) the nominal
value of the shares. The period open for acceptance of the
option and amount payable thereon, 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. The
Scheme will remain in force for a period of 10 years from 24
November 2000, i.e. until 23 November 2010.
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