Corporate Governance
NEEIR

The Group is committed to maintain a high standard of
corporate governance practices. The principles of good
corporate governance practices emphasise transparency
and accountability to all shareholders, effective Board for
leadership and control of the Company, and high standards
of business ethics and integrity in all activities. Throughout
the year, the Company has complied with the code provisions
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set out in the Code on Corporate Governance Practices as
stated in Appendix 14 of the Rules Governing the Listing B BERARETOE
of Securities (“the Listing Rules”) on The Stock Exchange

of Hong Kong Limited (“the Stock Exchange”). The Board

continues to review its practices from time to time with an

aim to improve the Group’s corporate governance practices so

as to meet international best practice.
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of the Company as well as its corporate governance structure: 1

The following chart illustrates the composition of the Board
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Board of Directors

The Board of Directors currently comprises ten persons,
consisting of four Executive Directors, namely, Mr. Ronnie C.
Chan, Mr. Nelson W.L. Yuen, Mr. Wilfred S.L. Ho and Mr.
Terry S. Ng, one Non-Executive Director, namely, Mr. Gerald
L. Chan, and five Independent Non-Executive Directors,
namely, Ms. Laura L.Y. Chen, Mr. H.K. Cheng, Mr. Simon
S.O. Ip, Mr. York Liao and Mr. S.S. Yin. Mr. Gerald Chan
is the brother of Mr. Ronnie C. Chan. The Independent
Non-Executive Directors possess appropriate academic and
professional qualifications or related financial management
expertise and have brought a wide range of business and
financial experience to the Board.

Regular Board Meetings are held at least four times a year
which include two full Board Meetings 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.
All Directors are given an opportunity to include matters in
the agenda for Board Meetings. There were four meetings of
the Board of Directors in 2004/05 and the average attendance
rate was 77.5%.

All the Directors have access to timely information in relation
to the Company’s business and make further enquiries where
necessary. Procedure has been agreed by the Board to enable
Directors to seek independent professional advice at the
Company’s expense. The Directors are responsible for ensuring
continuity of leadership, development of sound business
strategies, availability of adequate 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. They acknowledge their responsibility for
preparing the financial statements on a going concern basis,
with supporting assumptions or qualifications as necessary.
The Board is also responsible for presenting a balanced, clear
and understandable assessment of annual and interim reports,
price-sensitive announcements and other disclosures required
under the Listing Rules and other statutory requirements.

Every newly appointed Director will meet with other fellow
Directors and members of senior management, and receive
a comprehensive, formal and tailored induction on the first
occasion of his appointment, so as to ensure that he has a
proper understanding of the operations and business of the
Company, and that he is fully aware of his responsibilities under
statue and common law, the Listing Rules and other regulatory
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requirements. 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 (“AGM”). Besides, one-third of the Directors will retire
from office by rotation for re-election by shareholders at the
AGM and every Director is subject to retirement by rotation at
least once every three years.

The Executive Directors do not have any service contract
with the Company which is not determinable within one
year without payment of compensation (other than statutory
compensation). Non-Executive Director and Independent
Non-Executive Directors are appointed for specific terms,
which coincide with their expected dates of retirement by
rotation at least once every three years.

To further enhance accountability, any further appointment
of an Independent Non-Executive Director who has served
the Board for more than 9 years will be subject to a separate
resolution to be approved by shareholders. The Company
has received from each of its Independent Non-Executive
Directors an annual confirmation of his/her independence
pursuant to Rule 3.13 of the Listing Rules and it still considers
the Independent Non-Executive Directors to be independent.

The Company has arranged appropriate insurance cover on
Directors’ and Officers liabilities in respect of legal actions
against its Directors and senior management arising out of

corporate activities.

Chairman
The Chairman, Mr. Ronnie C. Chan, provides leadership for

the Board. He is responsible for ensuring that Directors receive
adequate information, which must be complete and reliable,
in a timely manner and all Directors are properly briefed on
issues arising at Board Meetings. He also ensures that:

—  the Board works effectively and discharges its
responsibilities;

—  all key and appropriate issues are discussed by the Board
in a timely manner;

—  good corporate governance practices and procedures are
established; and

—  appropriate steps are taken to provide effective
communication with shareholders and that views of
shareholders are communicated to the Board as a whole.

He at least annually holds meetings with the Non-Executive

Directors (including Independent Non-Executive Directors)
without the Executive Directors present. He is primarily

44 Hang Lung Group Limited ~Annual Report 2004 / 05

HESE T AT o BUAh o HEE B 2 R R
FEFREiwESE ﬁﬁtﬂﬁ%éﬁf& =4
R fE IR > S ZEE B AR By AT o

Y47 WM A BELA 0 W] RT SR —AF R i 4 1k 128
Pt AR (S IR BR AN ) Z IRBE & 40 © JeAT
E VY DR R ﬁ%z&ﬁﬁf’ﬁﬁﬁﬁéﬁiﬁéﬁzﬁ
Wit (e AR H O (R D B =4 ) — B e

B EE > UREERRBERIEZ
WL IEHATEE S IR R DU ST sk S v
AHAT o AN B A B S FE AT o T
TR RIS 3.1 306 ST $2 58 A I EL 088 o 4t 2 4 3 e R
F A R 8B A ML AT I B AR
FEEAE S o

A ) E A R e A BN B R IR
DR B 0 <6 DR JR AT IS AT T R 2 ik AR A IR
£ -

£

TRBBCREERER R EEN o 7 H R
v A S % W R IR A ) I ST AT AR 2 R
B AR ICAE T 2 Jmy P B ) 2 R i 2 2
B o BOIRHEDR :

- ERERASHEERETEAT

—  EHFERE A EE R

— ARV REFZEREREART X

— A BRI A R B R O
1A 2 7 L B Ry 7 A

E B D A B IR AT S (AR L TR
frEH)gH > AOEFAEIF - WEERR
REUCGE SRR BT H R IR R A



responsible for drawing up and approving the agenda for each
Board Meeting taking into account, where appropriate, any
matters proposed by the other Directors for inclusion in the
agenda, or delegate such responsibility to the Company Secretary.

He will encourage all Directors to make a full and active
contribution to the Board’s affairs and take the lead to ensure
that the Board acts in the best interests of the Company. He
will facilitate the effective contributions of Non-Executive
Directors in particular and ensure constructive relations
between Executive and Non-Executive Directors.

Managing Director (Chief Executive Officer)

The Managing Director, Mr. Nelson W.L. Yuen, is the Chief
Executive Officer of the Company. The roles of the Managing
Director are separate from those of the Chairman.

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 is a member of the
Executive Committee of the Company. He is responsible for
developing strategic operating plans that reflect the objectives
and priorities established by the Board and maintaining the
operational performance. He also ensures adequacy of systems
of financial and internal control 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 formulates,
for the Board’s approval, the management organisation and
internal rules of the Company and will recommend the
appointment and dismissal of senior executives.

Executive Committee

The Executive Committee of the Board of Directors of
the Company was formed in 1989. Its members are all the
Executive Directors of the Company, namely, Mr. Ronnie
C. Chan, Mr. Nelson W.L. Yuen, Mr. Wilfred S.L. Ho and
Mr. Terry S. Ng, 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 the
Committee members 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.
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Audit Committee

An Audit Committee was established by the Board in 1999,
which comprises four Independent Non-Executive Directors,
namely, Mr. Simon S.O. Ip (Chairman of the Committee), Ms.
Laura L.Y. Chen, Mr. H.K. Cheng and Mr. York Liao, with
appropriate academic and 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 nature and scope of audit work and
assessing the group’s internal controls. Separate meetings will also
be held with external auditor (in the absence of management) as
and when required. The Audit Committee held two meetings
in 2004/05 to review, inter alia, the Group’s financial statements
and internal controls and to recommend to the Board the
appointment of external auditor. The average attendance rate
was 62.5%.

The main duties of the Committee include the following, and
its terms of reference are accessible via the Company’s website
and also available on request:

(a making recommendations to the Board on the
appointment, re-appointment and removal of the
external auditor;

(b)  review of financial information of the Company; and

(c)  oversight of the Company’s financial reporting system

and internal control procedures.

The Committee is authorised by the Board to 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 2003, constituted by four Independent Non-Executive
Directors, namely Mr. H.K. Cheng (Chairman of the
Committee), Ms. Laura L.Y. Chen, Mr. Simon S.O. Ip and
Mr. York Liao. Regular meetings were held to review human
resource issues, including significant Group-wide changes in
salary structure and terms and conditions affecting Directors
and senior management. The Committee held two meetings
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in 2004/05 to review, inter alia, the composition of existing
Board members and the Directors’ remuneration. The average
attendance rate was 75%.

Main duties of the Committee include the following, and its
terms of reference are accessible via the Company’s website

and also available on request:

(a) to review the structure, size and composition of the
Board and the independence of Independent Non-

Executive Directors; and

(b) to make recommendations to the Board on the
Company’s policy and structure for all remuneration
of Directors and senior management and on the
establishment of a formal and transparent procedure for
developing policy on such remuneration.

The remuneration package of Directors and senior
management is based on the skill, knowledge and involvement
in the Group’s affairs of each Director or senior management
and is also determined with reference to the performance
and profitability of the Group. Computation of discretionary
bonus and the grant of share options to Directors and
senior management are determined in accordance with their
individual performance and achievement of business targets.
The Committee obtains benchmark reports from internal
and external sources for evaluation of market trends and
the competitive levels of remuneration being offered
to Directors and senior management. The Committee
will consult the Chairman and the Chief Executive Officer
about their proposals relating to the remuneration of other
Executive Directors and have access to professional advice if
considered necessary.

Company Secretary

All Directors have access to the advice and services of
the Company Secretary, Mr. Robin S.W. Ching, who is
responsible to the Board for ensuring that procedures are
followed and that all 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 on
Corporate Governance Practices. Draft and final versions of
minutes of Board Meetings and meetings of Board committees
are sent to all Directors or committee members respectively
for their comments and record. All minutes of Board Meetings
and meetings of Board committees are kept by him and are
open for inspection by any Director.
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Qualified Accountant

The Group has employed a qualified accountant, Ms. Estella
Y.K. Ng, on a full time-basis. Being an Associate Member of
the Institute of Chartered Accountants in England and Wales,
the Institute of Chartered Secretaries and Administrators and
a Fellow Member of the Chartered Association of Certified
Accountants, the Hong Kong Institute of Certified Public
Accountants and a member of the American Institute of
Certified Public Accountants, she is Assistant Director —
Finance of the Group since 2003. She is responsible for
oversight of the financial reporting procedures and internal
controls of the Company and its subsidiaries and compliance
with the requirements under the Listing Rules with regard to
financial reporting and other accounting-related issues.

Senior Management

Senior management, comprising assistant directors and senior
managers, is responsible for the day-to-day operations and
administration function of the Group under the leadership of
the Executive Directors. The Board has given clear directions
to management as to the matters that must be approved
by the Board before decisions are made on behalf of the
Company. The types of decisions to be delegated by the Board
to management include implementation of the strategy and
direction determined by the Board, operation of the Group’s
businesses, preparation of financial statements and operating
budgets, and compliance with applicable laws and regulations.
Management has supplied the Board and its Committees
with adequate information and explanation so as to enable
them to make an informed assessment of the financial and
other information put before the Board and its Committees
for approval. The Board and each Director have separate
and independent access to the senior management. These
arrangements will be reviewed periodically to ensure that they
remain appropriate to the needs of the Company.

Accountability and Internal Audit

The Company’s accounts are prepared in accordance with the
Listing Rules, Companies Ordinance and also the accounting
principles and practices 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.
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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 Company, and regularly conducts audits
of the practices, procedures, expenditures and internal controls.

Internal Control

Internal control systems have been designed to allow the
Directors to monitor the Group’s overall financial position,
safeguard its assets against loss and misappropriation, to
provide reasonable assurance against fraud and errors, and to

manage the risk in failing to achieve the Group’s objectives.

There is a well defined specific limit of authority governing
activities of the Executive Committee, Directors and executives.
Annual and mid-year budgets are prepared and are subject to
Directors’ approval before being adopted. Directors monitor the
business activities closely and review monthly financial results
of operations against budgets. The Company from time to time
updates and improves the internal controls, and has recently
issued an updated Internal Control and Authority Limit Guide
to all executives.

The Company takes extreme precautionary measures in the
handling of price sensitive information. Such information is
restricted to a need-to-know basis.

The Company maintains an internal audit department
which is independent of the Company’s daily operation and
accounting functions. The Internal Auditor reports directly
to the Audit Committee. To enhance the comprehensiveness
and effectiveness of the internal audit function, the Audit
Committee commissioned the external auditors to jointly
design an internal audit programme based on risk assessment
methodology with the Internal Auditor in 2003, and such
programme had been adopted by the Audit Committee and
reviewed annually. On a monthly basis, the Internal Auditor
discusses with the management on his internal audit reviews
and findings, and obtains management’s responses on various
issues where appropriate. Internal audit reports are prepared
for the Audit Committee every quarter.
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Formal meetings are held at least every six months between the
Internal Auditor and the Audit Committee to discuss internal
audit issues. During Audit Committee meetings, the Audit
Committee also enquires on financial and internal control
matters with the external auditors. The Audit Committee has
the authority to have direct discussion with external auditors
in the absence of management if deemed necessary.

The Directors acknowledge that it is their responsibility to
maintain effective risk management and internal control
systems and to review them at least twice a year. The
Directors manage risks by strategic planning, appointment of
appropriately qualified and experienced personnel at senior
management positions, monitoring the Group’s performance
regularly, maintaining effective control over capital expenditure
and investments, and setting a high standard of Code of
Conduct for employees to follow.

The Directors conducted a review covering all material
controls, including financial, operational and compliance
controls and risk management functions of the Company and
its subsidiaries for the fiscal year ended 30 June 2005; and
were satisfied that an effective and adequate internal control
system had been in operation. The Directors came to such
conclusion based on their clearly set company policies and
procedures, specific limits of authority, budgetary controls,
regular monitoring of performance and the reports from the
Internal Auditor.

The Directors confirm that there have been no major changes
in the nature and extent of significant risks faced by the
Company from the previous financial year, and the Company
has the ability to respond to any such changes in its business
and the external environment. Furthermore, there were no
significant internal control problems encountered during
the year. The Directors closely monitor the Company’s
system of internal control, and receive further assurance from
the Audit Committee that the internal audit function has
been functioning effectively. The Company has complied
with the code provisions set out in the Code on Corporate
Governance Practices in respect of maintaining an effective

internal control system.
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Auditors’ Remuneration

KPMG have been re-appointed as the Company’s external
auditor by shareholders at the 2004 AGM until the conclusion
of the next AGM. They are primarily responsible for providing
audit services in connection with the annual consolidated

financial statements.

During the year, the total remuneration in respect of statutory
audit services provided by the external auditors amounted
to HK$6.8million. They also provided taxation services and
advisory services to the Group to the value of HK$2.1million.

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 employees on matters
such as:

- Prevention of Bribery Ordinance;

- solicitation, acceptance and offer of advantages;

—  acceptable nature and frequency of entertainment;

—  proper usage 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;

—  guidelines on matters in relation to suppliers and
contractors, customers and consumers;

—  responsibilities to sharcholders and the financial
community;

- employment practices; and

—  transactions in the Company’s shares.

The guidelines regarding “transactions in the Company’s shares”
contain securities transactions by the Directors which have
been adopted by the Company on terms no less exacting than
the required standard set out in the Model Code contained in
Appendix 10 to the Listing Rules (“the Code”). Specific enquiry
has been made to all Directors who have confirmed that they
have complied with the required standard set out in the Code
and the Code of Conduct regarding Directors’ securities

transactions.
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Interests of Directors and Senior Management

Details of Directors” interests in shares of the Company and
its listed subsidiary, Hang Lung Properties Limited (“HLPL”)
as at 30 June 2005 are as follows:-

The Company
A4

Name of Directors EHRES
Ronnie C. Chan BRRSC
S.S. Yin J G B
Nelson W.L. Yuen R
Gerald L. Chan PR 4o
Laura L.Y. Chen Bt
H.K. Cheng LISEX2)
Wilfred S.L. Ho At R
Simon S.O. Ip U
York Liao B 5
Terry S. Ng E

The share options held by other members of senior
management as at 30 June 2005 totalled 4,143,000 shares,
representing approximately 0.3% of the issued share capital of
the Company. They also held share options of HLPL totalled
7,692,000 ordinary shares, representing approximately 0.2%
of the issued ordinary share capital of that company.

Communication with Shareholders

The Company’s AGM provides a good opportunity for
communication between the Board and the Company’s
shareholders. Chairmen of the Board and Committees are
normally present to answer queries 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 and the said Notice is also
published in at least one English newspaper and one Chinese
newspaper, and on the Company’s website. The Meeting is

well attended by the shareholders.
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On the requisition of shareholders of the Company holding
not less than 5% of the paid-up capital of the Company as at
the date of the deposit of the requisition carrying the right of
voting at general meetings of the Company, Directors of the
Company shall forthwith proceed to convene an extraordinary
general meeting of the Company.

Specific enquiries and suggestions by shareholders can be
sent in writing to the Board or the Company Secretary at the
Company’s registered address or by e-mail to the Company’s
website.

Shareholder Information

As at 30 June 2005, the number of shares of the Company
which were in the hands of the public (i.e. other than
those held by Cole Limited/Ms. Chan Tan Ching Fen, the
substantial shareholder of the Company) was 834,686,162
(62.8% of total issued share capital), with market
capitalisation of HK$11,518.7 million.

Details of holders of shares by domicile as at 30 June 2005 are
as follows:
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Details of holders of shares by holding range as at 30 June
2005 are as follows:

Analysis of Share Ownership by Holding Range

TR B B AL 2 43

AT ERTANH =4 B Z BRI AR
LU

1 — 5,000 shares 1—5,000/%

5,001 — 10,000 shares 5,001 — 10,000

10,001 — 100,000 shares 10,001 — 100,000/%

100,001 — 1,000,000 shares 100,001 — 1,000,000

1,000,001 — 50,000,000 shares 1,000,001 — 50,000,000/5

Over 50,000,000 shares 50,000,000/ 24 |
Total 5t

incorporating in their respective shareholdings range, 387 participants
of Central Clearing and Settlement System (“CCASS”) holding a total
of 666,640,934 shares registered in the name of HKSCC Nominees
Limited.

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
and proposals received from shareholders, investors, media or
the public are responded to by Executive Directors, Company
Secretary or appropriate members of senior management.

Besides providing traditional financial data, the Company’s
website 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 and most frequently asked questions.

Investor Relations

The Company’s last AGM was held on 23 November 2004 at
the registered office of the Company, and was attended by 79
shareholders present in person or by proxy. At the meeting, the
shareholders adopted the financial statements, re-elected Directors,
re-appointed auditors and renewed general mandate. They also
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approved some changes in the Company’s articles of association, the
purpose of which was to reflect some latest relevant amendments to
Companies Ordinance and Listing Rules. All resolutions tabled at
the AGM were voted on by poll, and the results of poll voting were
posted on the Company’s website in the evening on the same day
and published in the following day’s newspapers.

The Company will continue its practice of voting by poll on
all resolutions to be proposed at the forthcoming and future

AGMs.

The Board confirms that there are no changes proposed to
the articles of association of the Company at the forthcoming
AGM to be held on 8 November 2005. The important
shareholders’ dates for the coming financial year, which
include the Board Meetings for the declaration of interim
and final dividends for the year ending 30 June 2006 and
the AGM, are expected to be similar to this year’s timing at
around end February/early March 2006, end August/early
September 2006 and in November 2006 respectively.
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