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Hang Lung Group's revenue is derived largely from its subsidiary, Hang
Lung Properties Limited (“HLP"). Its results for the financial year reflect
HLP’s outstanding performance as driven by a strong surge in rental
income from our properties in Shanghai which was well supported by
rising levels of income in mainland China’s major commercial city.

For the year ended 30 June 2007, turnover increased by 14% from the

year before to reach HK$4,777.8 million. Property leasing accounted for

HK$3,379.7 million and property sales for HK$1,398.1 million, representing
an increase of 17% and 6% respectively from the year before.

Operating profit from property leasing was HK$2,648.6 million, a rise
of 18% from the previous year, while that from property sales was
HK$313.3 million.

Underlying net profit, excluding a gain from the revaluation of investment
properties and related deferred tax, amounted to HK$1,995.5 million, a
rise of 110% from the previous year.

Our leasing business performed especially well. Although Hong Kong
contributed the majority of rental income (65%) to overall rental revenue,
the proportion of Shanghai's share relative to Hong Kong continued

to grow due to the remarkable performance of our Shanghai rental
operations. With our commitment to expand in mainland China, it is
expected that the proportion of rental income from mainland China will
increase significantly in coming years.
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The year under review also saw an increase in the value of our investment
properties. With the addition of our new second office tower at Plaza

66 and a second residential tower in The Grand Gateway in this year’s
investment property valuation, the increase in fair value of our investment
properties for the year amounted to HK$6,561.7 million, a 67 % increase
compared with the previous year. Despite the substantial increase, the
estimates used by the independent property valuer were still considered
to be conservative.

Strategy

Our investment portfolio is focused mainly on commercial /retail and office
properties in Hong Kong and mainland China. We also develop prime town
residential properties for sale in Hong Kong, taking advantage of property
market cycles.

From our home base in Hong Kong, we moved into Shanghai in 1992. We
have two very successful rental properties in Shanghai, Plaza 66 and The
Grand Gateway. With our proven success from Shanghai, we expanded
our mainland China strategy in 2003 to develop prime commercial projects
in high growth cities for long term investment purposes leveraging on
cities such as Tianjin, Shenyang, Wuxi and Jinan.

Our strategy in mainland China is to buy sizeable sites of the highest
quality, in the best locations of each city at the most competitive prices
and to build world-class commercial complexes. With our experience from
our profitable Shanghai operations, we are confident of acheiving the
same lucrative returns for our new projects in mainland China by paying
close attention to design, construction quality, branding, marketing and
management.
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A dynamic economy, heightened consumer confidence and proper market
positioning all supported the exceptional performance of our property
leasing business in Hong Kong during the year. Our rental turnover and
profits grew 10% and 11% to HK$2,184.8 million and HK$1,754.1 million
respectively.

The rent reversion cycle — the pattern of renewal for our two to three
year leases — was strongly positive. In addition, the leasing strategy was
successful in maximising the rental yield through careful review of the
building character and tenant mix.

Given the strong demand, occupancy rates remained stable, averaging
98% for the commercial and retail, 90% for the office and industrial/office
and 69% for the residential and apartments portfolios.

No investment properties were developed or acquired during the financial
year in Hong Kong. Gross floor area of our property portfolio remained
stable at 243,000 square metres of commercial and retail, 291,000
square metres of office and industrial/office and 99,000 square metres of
residential and apartments space.

BRRENEZ BT ST
Geographical Analysis of Hong Kong Investment Properties
BEEE (FFEAK) HelA (BEaET) HHEE (BHL)
Gross Floor Area ('000 sq. m)  Rental Revenue (HK$ million)  Occupancy Rate (%)

2007 2006 2007 2006 2007 2006
BE Hong Kong Island
IRk EE Central and Admiralty 50.6 50.6 209.5 168.9 95 96
SRS R Causeway Bay and Wanchai 98.2 98.2 4839 4407 90 93
BRI B 8807 Kornhill and Quarry Bay 126.7 126.7 412.0 389.2 87 87
ey &S] The Peak and Mid-Levels 28.2 28.2 129.1 120.8 84 87
AEEE Hong Kong South 9.2 9.2 42.2 33.2 95 92
NEE Kowloon
i A Mongkok 101.6  102.0 357.7 330.6 92 94
LS Tsimshatsui 39.7 39.7 119.8 97.7 99 94
+EARBRE Ngau Tau Kok and Kwun Tong 69.2 69.2 259.4 252.2 96 97
£ EREM  Cheung Sha Wan, Kwai Chung 1095  109.5 171.2 158.2 90 85

and others

FeEy Total 6329 6333 2,184.8 19915 91 91
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Commercial and Retail

Our properties are located in some of the busiest and most desirable
shopping districts of Hong Kong, including Causeway Bay, Mongkok,
Admiralty and the Peak. These prime shopping districts enjoy high
pedestrian flow.

To generate maximum returns from our large portfolio of properties, we
constantly keep track of market changes, review our tenant mix and
adjust our leasing strategies. We also carry out regular refurbishment and
improvement works to provide a fresh look to our existing properties and
also maintain their long-term value.

During the review period, the commercial and retail market continued to
benefit from strong local consumption due to the buoyant economy in
Hong Kong. Total rental income was 6% higher than the previous period at
HK$1,122.3 million. By segment, rental income from our prime retail malls
was up 9%, and suburban malls up 4%.

During the year, occupancy rates remained at an average of 98%,
reflecting the solid demand of our properties among commercial tenants.

Causeway Bay
We are the largest landlord of street-level shops in Causeway Bay, one of
the busiest shopping districts in Hong Kong.

Our properties in this district — Fashion Walk and Hang Lung Centre —
recorded rental income of HK$209.1 million and HK$76.4 million, a growth
of 13% and 11% respectively during the review period.

The Peak

The Peak Galleria provides a unique shopping experience at the Peak,
one of Hong Kong's main tourist attractions. In line with the continuing
growth in tourist arrivals, The Peak Galleria recorded rental income of
HK$51.5 million, up 2% from the previous year.
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Mongkok

Mongkok has one of the highest flows of pedestrian traffic in Hong Kong.
In this area, we are the largest landlord of retail space in the zone bordered
by the main traffic artery of Nathan Road and Sai Yeung Choi Street.

During the year, Gala Place, One and Two Grand Tower and Hollywood
Plaza contributed HK$55.3 million, HK$123.6 million and HK$96.1 million in
rental income, representing an increase of 4%, 7% and 20% respectively.

Kowloon East

For our major retail property in Kowloon East, Amoy Plaza, we adopted
the theme zone strategy — grouping tenants of similar business and
product lines in the same area. We also carried out major upgrading
and refurbishment work to the property, which when completed by
the end of this calendar year, will further enhance the desirability of the
property. Rental revenue of Amoy Plaza during the year amounted to
HK$181.6 million, an increase of 3%

Office and Industrial/Office

We own a variety of high quality office properties in premier locations
throughout Hong Kong. All are conveniently situated close to public
transport and major roadways.

Sustained economic boom in mainland China and other major world
economies spurred demand in Hong Kong for office space during the year.
Rental income from our office and industrial/office properties increased by
20% from the previous year to reach HK$701.0 million.

Office and industrial/office occupancy rate is 90%. Tenants of our office

portfolio included multinational corporations, professional firms and
service-related industries.
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One of our core strengths we have as a landlord is the efforts we pay

to enhancing property values and maximising rental returns through

good marketing strategies. Among the innovative strategies we have
implemented is the grouping of industry-related tenants, such as fashion
wholesalers, healthcare providers and travel agencies, onto single floors or
areas in our buildings. We were among the first in Hong Kong to introduce
this zoning concept.

Residential and Apartments

The Summit, situated in the exclusive Mid-Levels area of Hong Kong
Island, continued to attract corporate and consular tenants during the year,
generating rental income of HK$64.8 million. The occupancy rate was
maintained at 79%.

Kornhill Apartments, a serviced apartment complex above Tai Koo MTR
station in Quarry Bay, saw rental income rose by 4% and occupancy rate
reached 67%.

Segmental Analysis of Hong Kong Investment Properties

HeWA (BEBEET) MAtx (Fokk)
Rental Revenue (HK$ million) Occupancy Rate (%)
2007 2006 2007 2006
Ry Commercial and Retail 1,122.3 1,055.1 98 98
BFERTIE BF#  Office and Industrial/Office 701.0 585.6 90 91
TERBH Residential and Apartments 273.3 262.6 69 73
FEI5 Car Parks 88.2 88.2 N/A N/A
HmEr Total 2,184.8 1,991.5 91 91
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As sentiment improved towards the end of the fiscal year, we took
advantage of market conditions and sold more properties than the year
before. We realised higher property sales revenue, which amounted to
HK$1,398.1 million, representing an increase of 6% from the previous
year. This was mainly derived from the sale of about 410 residential units.

Most of the units sold were from AquaMarine, a five 42-storey tower
complex, at an average sales price of approximately HK$4,600 per square
foot. As at 30 June 2007, AquaMarine was 94% sold.

Another of our projects, The HarbourSide, is a development comprising
three blocks of 80-storey luxury residences above Kowloon Station of
the Airport Express. Out of a total of 1,122 units, 246 units or about 22 %
had been sold at an average price of HK$10,700 per square foot as at

30 June 2007.

Carmel-on-the-Hill, located in Ho Man Tin in central Kowloon, is a single
24-storey residential tower. Out of a total of 188 units, 174 units or 93%
had been sold so far at an average price of HK$5,100 per square foot.

Completed in August 2006, The Long Beach comprises eight 43-storey
residential towers in central Kowloon. Offering more than 1,800 residential
units ranging in size from 700 sq. ft. to 2,000 sq. ft., this spectacular
development offers sea views and first-class recreational facilities.

Sales of units in this complex are expected to begin in the fourth quarter
of 2007.

In anticipation of firmer prices, particularly in the high-end segment of the
residential market, we intend to sell our remaining properties over the
next two to three years which is estimated to generate cash flow of over
HK$20 billion based on selling prices as at 30 June 2007. The cash flow
can be used to finance our mainland China expansion plan.

EREEERARA —FEX2LEEFER



EEE 2w~k 2 MANAGEMENT DISCUSSION AND ANALYSIS

I B A b 3 7%

MAINLAND CHINA OPERATIONS

HARE A IETPEAMEZNT 2 ES
wE - BUSERREMERS  TEERE
e

BT MER AU IAREBHEF R - £ 18X
kB2 HNR BALEREZES
Hol o

i - BAUTET DEREMSIEE — B
ESMEBERS - MEDLEZEEN  EFE
RIRENENWNETISF  RSRINES
WAIER -

BE RS
BEESUNTEKZELNHEATZ —BR
ARk - R—ERSEZEANENES, PLE
1BIHE -

Bl E% 2 BYRISEN L - AP Gt
RAEEAHRIEHOEE RS BIECartier
Chanel * Dunhill + Hermes ~ Louis Vuitton -
Tiffany & Co M Versace s - EfAHRER D Z
—\A - WREFPREZ - BREEESAYSER
P -

BIXMENERE NS FEOEME - K
fEEBERTER B KA A - B3 Boucheron
Chaumet * Chopard * Franck Muller * Girard-
Perregaux * Harry Winston * IWC - Panerai
Richard Mille & Zenith % - £2 [ 78 HA §3 6% R %
A S EEGERERE W - HEREREE
BEESRIED M -

PESHEALRE  HEBEBFZHEEAR
g REEESZRDREE N - IR
HERERT  HPAATEREES  ©&E
SEEZHESWA - BEFEAN - BERESE
BEsHeBABSBE_E=T \B=1T&T
REFEAADZ=1*-

Our strategy is focused on building a portfolio of high quality investment
properties in the best locations of major cities in mainland China, with a
special emphasis on the retail segment.

We first rolled out this strategy 14 years ago when we acquired the best
available locations in Shanghai’s cultural and commercial district of Puxi.

Since then, we have developed two landmark properties in Shanghai,
Plaza 66 and The Grand Gateway. Both have achieved significant organic
rental growth in a market that continues to show tremendous potential.

Plaza 66

Plaza 66 is an award-winning retail/office complex located on Nanjing Xi
Road, one of China's best known commercial streets.

As a retail destination, this truly spectacular development is home to many
of the world’s most respected luxury brands, including Cartier, Chanel,
Dunhill, Hermés, Louis Vuitton, Tiffany & Co and Versace. Occupancy rate
is currently at 100%, with a long waiting list that attests to the popularity
of Plaza 66 among top-end retailers.

With much anticipation, the Watch Gallery will open in fourth quarter this
year. Featuring top international watch companies including Boucheron,
Chaumet, Chopard, Franck Muller, Girard-Perregaux, Harry Winston, IWC,
Panerai, Richard Mille and Zenith, we expect this gallery to be the first of
its kind in Shanghai providing prime space for the watch industry leaders
to extensively display their product lines in Plaza 66.

The success of Plaza 66 has been fuelled by Shanghai’s increasingly
affluent consumers, whose rate of spending has grown tremendously
over the last few years. This upward trend is translating into higher rental
rates and rental income from tenants. During the year under review, Plaza
66 contributed HK$238.3 million in retail rental revenue, a rise of 37%
from the year before.
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The two Grade A office towers in Plaza 66 attract leading multinational
companies, ranging from IT to fashion to airline industries. Office Tower

Il of Plaza 66 was completed at the end of December 2006, adding
another 81,400 square metres to Office Tower | of 78,200 square metres.
Occupancy rate in both towers is currently at 100%, and the property
generated rental revenue of HK$317.8 million for the fiscal year.

The Grand Gateway

Located above Shanghai's largest subway station at Xujiahui,

The Grand Gateway boasts office towers, residential towers, serviced
apartments and an upscale shopping mall covering 252,300 square
metres housing over 450 retailers, multiplex cinemas, restaurants and
leisure facilities.

Rental income of shopping mall rose 20% from the previous year to
HK$389.2 million and occupancy rate stood at 100% as of 30 June 2007.
We have been remixing our retail tenants in the property in order to derive
maximum benefit from Shanghai’s rising consumption. As of 30 June
2007, about 30% of the tenants of the shopping mall were international
brands and chain stores and the remaining were local tenants. During the
fiscal year, we were pleased to bring in internationally renowned fashion
brands including agnes b, Bally, Cerruti 1881, Longchamp, Patrizia Pepe,
just to name a few.
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Rental income from the other properties of The Grand Gateway amounted
to HK$249.6 million, an increase of 44% which was partly due to additional
rental income from the Serviced Apartment Tower and Residential Tower
[l following the commencement of leasing activities in March 2006 and
November 2006 respectively.

Pedestrian traffic to the shopping mall is expected to significantly increase
in 2009 and 2010 with the opening of two new metro lines at Xujiahui
subway station.

FERREVERZEDYE 2 Geographical Analysis of Mainland China Investment Properties

B oA and Properties Under Development

BEEE(TERKR) HEWA(BEFET) HEE(EAL)

Gross Floor Area ('000 sq. m)  Rental Revenue (HK$ million)  Occupancy Rate (%)
2007 2006 2007 2006 2007 2006

L& Shanghai
RER Xuhui District 252.3 252.3 638.8 495.8 100 96
BRE Jing An District 2113 211.3 556.1 399.0 100 100
KE Tianjin 153.0 163.0 -
Bl Shenyang
EAE (&)  Shenhe District (Zhongjie Road) 109.7 109.7 - - - -
iR (FFAM) Shenhe District (Qingnian Street)  800.0 - - - - -
F57} Wuxi 255.0 - - - - -
pi=] Jinan 150.0 - - - - -
wEt Total 1,931.3 726.3 1,194.9 894.8 - -
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We will continue to execute our strategy of developing world-class
commercial complexes in the most vibrant and fastest-growing cities of
mainland China. Specifically, we will invest a total of about HK$40 billion in
eighteen sizeable mainland China projects with land purchased between
2005 and 2009. We will continue to focus on the retail sector, where we
have proven expertise to capitalise on the rapidly rising disposable income
of newly affluent Chinese.

Cities where we currently have projects underway include Tianjin, Shenyang,
Wouxi and Jinan, all of which have demonstrated strong consumption power.
The total gross floor area of these projects after completion will amount to
about 1.5 million square metres.

Tianjin

After acquiring a prime 4.4 hectare site in January 2005, we are moving
ahead with the development of a world-class shopping mall to be named
“Tianjin Hang Lung Plaza”. This 153,000-square metre shopping mall in
the centre of Tianjin will be built at a cost of about HK$2.5 billion.

Shenyang

In September 2005, we acquired a 3.5 hectare site on Zhongjie Road
in Shenhe District, Shenyang, the capital city of Liaoning Province in
northeastern China with a population of 7 million people. The site is in
a prime commercial location, near the Imperial Palace. Construction
of 109,700-square metre four-storey world-class shopping centre

to be named “Shenyang Zhongjie Hang Lung Plaza”commenced in
September 2006.

In August 2006, we acquired a prime lot in Shenyang city for the
construction of a multi-complex development, to be named “Shenyang
City Hang Lung Plaza". Covering 800,000 square metres, the project
broke ground on 25 April 2007. It will be completed in phases from 2012,
and once in operation will consist of a world-class shopping mall, office
towers, a first-class hotel and serviced apartments. The twin office towers
of this project will rise 300 metres to become one of the tallest office
buildings in northeastern China.

Our investment in the two Shenyang projects is expected to exceed
HK$10 billion.
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Wuxi

In the Chongan District of Wuxi, a city with population of 5 million in
Jiangsu Province, we have acquired a prime lot for the development of
a world-class shopping mall and office towers. The project to be named
“Wouxi Hang Lung Plaza"”, will have a total gross floor area of about
255,000 square metres.

The site is located in the central business district of Wuxi close to the
junction of Zhongshan Road and Renmin Zhong Road, the city's two
busiest commercial streets. Total cost of this project is expected to be
approximately HK$3.5 billion.

Jinan
In February 2007, we acquired a sizeable prime lot in Jinan, the capital city
and political, economic and cultural centre of Shandong Province.

For an investment of approximately HK$2.5 billion, we will develop a
world-class six-storey shopping mall, to be named “Jinan Hang Lung
Plaza”, covering about 150,000 square metres. The project is expected
to be completed in 2010.

Changsha

In July 20086, we signed a Memorandum of Understanding with the district
government of Furong District, Changsha City to develop “Changsha Hang
Lung Plaza” — a world class, large scale multi-complex in Changsha City.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2006/07
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SEEEYE
MAJOR GROUP PROPERTIES

TRREPYE

Major Properties Under Development

MRZZTZFXA=1H At30 June 2007

EREEERAR -2

z

MEEEE SEEGER 5
HBEE (FAHK) (BAL) &R A H
(ERK) Total Gross Group's IR Expected
Site Area TEA% Floor Area Attributable Stage of = Completion
2 Location (sg. m) Main Usage (sq. m) Interest (%) Completion Date
BB Hong Kong
By Blue Pool Road, 7850 R bt 50.9 Al A
MHER5747 57 IL 5747 Pending Planning N/A
Approval
KE Tianjin
MTE Heping District 44,277 C 153,000 50.9 AtElF 2011
B Heping Road Planning
& Shenyang
B[ Shenhe District 34,845 C 109,700 50.9 WETE 2009
AR Zhongjie Road Foundation
&5 Shenyang
B [ Shenhe District 92,065 C/H/O/S 800,000 50.9 WETE 2012
SFERH Qingnian Street Foundation (%5—H1)
(Phase 1)
Ei:57) Wuxi
LS Chongan District 37324 C/0 255,000 50.9 st Eld 2013
ARPE Renmin Zhong Planning
Road
B Jinan
E T Lixia District 52,569 C 150,000 50.9 &l 2010
RII Quancheng Road Planning
C: [k C: Commercial
H: SHE H: Hotel
O: BFE o: Office
R: F=£ R: Residential
S: RIS AT S: Serviced Apartments

/

N\

/EEFEFR



EEXGFEYF
Properties Completed for Sale
MZZEZ+FXA=+H At30 June 2007

BEEEE SRR ER REH REH
(FEAHK) (BHt) | FEBMEE Etive 4=
Total Gross Group's | No. of Unsold | No. of Unsold
2% Floor Area Attributable Residential Carparking
2 Location Main Usage (sg. m) Interest (%) Units Spaces
BH Hong Kong
BBAT The HarbourSide, R 106,608 50.9 876 612
@B P15 - 1 Austin Road West,
FUBEAHEER 110805%  KIL 11080
BHEX - AquaMarine, R 6,410* 45.8 91 404
R BESS 8 Sham Shing Road, C 22,350 112
FNBEAMEL6338 5% | NKIL 6338
Bl Carmel-on-the-Hill, R 1,020 50.9 14 40
MR - 9 Carmel Village Street, C 2,131
JUEEAIER 111225% KIL 11122
REE - The Long Beach, R 142,198 50.9 1,829 305
TIRES - 8 Hoi Fai Road, C/0 20,200 85
JUEEAIIER 111525% KIL 11152

Bk
(55

HANG LUNG GROUP LIMITED

*EEEBGHIEAR HERFRES REK B

ANNUAL REPORT 2006/07

* Subject to an agreement with the Housing Society on the sharing of the net proceeds on

property sales

C: Commercial
O: Office
R: Residential
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MAJOR GROUP PROPERTIES

FTEREME

Major Investment Properties
RZZEZEFA=+H At 30 June 2007

BEEE (FHK)
Gross Floor Area (sg. m)
BEFER
I% /8718 BfEH
Byt Office and FERBM No. of
I 32 & o Ef Commercial Industrial/ | Residential and | Carparking
Hh2h Location Lease Expiry and Retail Office Apartments Spaces
o Hong Kong
HFRREHE Central and Admiralty
ENRIFT - #BZFIE6% ©  Printing House, 2848 1,709 5,980 = =
A EZ3395% 6 Duddell Street, IL 339
HZFIE15% - 1 Duddell Street, 2848 = 9,007 = =
b EZ7310 5% IL 7310
BRYAT Baskerville House, 2880 1,473 3,379 = =
EMH22 5 22 Ice House Street,
R ER 64455 IL 644
BITRITAE - Standard Chartered 2854 4,814 23,730 - 16
EEERA - 4A%E Bank Building,
BB 10357 4 — 4 Des Voeux Road
AB K BER Central,
Sections A&B of ML 103
SER - Queensway Plaza, 2012 6,923 = = =
SIS 93 Queensway
SR Causeway Bay and
b iid Wanchai
B - Hang Lung Centre, 2864 8,613 22,161 = 126
BEHH2-20 5 - 2-20 Paterson Street,
A EE 524 5% K 74957 IL 524 & IL 749
AEY Fashion Walk 2842, 2864 31,072 - 7935 -
Bl RS Paterson Street, & 2868
AR - e - Houston Street,
R - ELITE - Great George Street,
TEHE B 2315% K 525% Cleveland Street,
b EX4695% 1 47055 Kingston Street,
Gloucester Road,
ML 231, ML 52,
IL 469 & IL 470
ARE  BEE1H Park Towers, 2060* 1,101 - - 250
A1 X 856055 1 King's Road, IL 8560
g Shui On Centre, 2060* = 16,313 = 42
156 #2848 - 15/F-28/F,
B2 E6-85% 6 — 8 Harbour Road,
R EX 86335 IL 8633

EEEEERAT —TT
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Major Investment Properties (Continued)

RZEZLF/NA=1+H At30 June 2007

BEEE (FAK)
Gross Floor Area (sg. m)
BTER
I% /558 BiHE
B G Office and FEKBM No. of
I 32 & i o B Commercial Industrial/ | Residential and | Carparking
2, Location Lease Expiry and Retail Office Apartments Spaces
B RAARE Kornhill and Quarry Bay
FIRES - BEILE1-25% © | Kornhill Plaza, 2059* 53,080 10,577 - 1,069
A3 E% 856657 1-2 Kornhill Road, IL 8566
FRHJE - BRILE2S - Kornhill Apartments, 2059* = = 35,275 =
A3, E% 856657 2 Kornhill Road, IL 8566
LR Stanhope House, 2082 1,051 26,720 = 70
HEE7345% 734 King's Road,
b X 350755 IL 3507
WIBR¥1E The Peak and Mid-Levels
IWTERE + IUTEE118%% ©  The Peak Galleria, 2047 12,500 = = 493
B ER 35 118 Peak Road, RBL 3
TEEZ  2-3585 —F - | Nos. 2&3, Garden Terrace, 2078 & 2886 = = 558 25
E|LTBEBAE - Block 2, 8A Old Peak Road,
R E% 89657 & 285057 IL 896 & IL 2850
Bz AfERELICH + | The Summit, 2047 - - 15,225 54
AHb EX 887055 41C Stubbs Road, IL 8870
BERE Hong Kong South
BRE - B2Et Burnside Villa, 2072 - - 9,212 89
2B ER 99455 9 South Bay Road, RBL 994
HA Mongkok
FEAFLE—E] Argyle Centre, Phase |, 2060 114 1,913 = =
THE6SS: 688 Nathan Road,
BEAMER 126255 KIL 1262
RO —H One Grand Tower, 2060 19,276 22,637 - 40
TRZE627- 641A% - 627-641A Nathan Road,
JLBEAHEER 1024657 KIL 10246
i ey Two Grand Tower, 2060 1,629 8,614 = =
FZIE6255 - 625 Nathan Road,
JUEEAHER 1023457 KIL 10234
BRAE - Hang Tung Building, 2045* = = - 955
ERIE1112-1120%% 1112-1120 Canton Road,
BEHERO7085 KIL 9708
AEREREERL Hollywood Plaza, 2047 9,136 17974 = =
FBHE6105% - 610 Nathan Road,

JLEEAHER 1102455

KIL 11024

HANG LUNG GROUP LIMITED

ANNUAL REPORT 2006/07
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e ESLIES

MAJOR GROUP PROPERTIES

FEREYWE @

Major Investment Properties (Continued)

RZZEZ+LFXA=1+H At 30 June 2007

BEEE (FAK)
Gross Floor Area (sg. m)
BEFER
I% /8718 BiEE
Byt Office and FEKBM No. of
It 32 & o B Commercial Industrial/ | Residential and | Carparking
Hh2h Location Lease Expiry and Retail Office Apartments Spaces
" (&) Mongkok (Continued)
TEREERD,/ R Y » | Park-In Commercial Centre/ 2044* 6,297 29,966 - 478
BT T1H56 5% - Gala Place,
JLEEAHH EX 959055 56 Dundas Street, KIL 9590
= Tsimshatsui
IREAL - Grand Centre, 2038 3,688 7198 - =
HEFLES5E 8 Humphreys Avenue,
JUBEAIHBER 7725557 K KIL 7725 &
80265% KIL 8026
BfERRES Hanford Fashion, 2037 2,443 3,892 = =
FHE221B-E5 - 221B-E Nathan Road,
JLEEAHEER 1061955 K KIL 10619 & KIL 8132
8132%%
FHEAR Ngau Tau Kok and
HE Kwun Tong
TRES - Amoy Plaza, 2047 44,951 = = 620
FEEABTTH 77 Ngau Tau Kok Road,
TR ER 53 5 - NKIL 53, NKIL 1482,
1482%% + 26605 & NKIL 2660 &
394757 NKIL 3947
ARIEFRDL Amoycan Industrial Centre, 2047 - 8,589 = =
BT 7 Ngau Tau Kok Road,
FNBEAMER 1744 5 NKIL 1744
BAES Laguna Plaza, 2047 15,619 = = 165
RRHEE - Cha Kwo Ling Road,
T LBERHEER 60555% NKIL 6055
RY%  Zi§F Cheung Sha Wan, Kwai
RE¥E Chung and Tsuen Wan
BEEERD Park Building, 2047 397 13,109 = =
FILEATeE 476 Castle Peak Road,
HARERER 176158 NKIL 1761
HAE822% - 822 Lai Chi Kok Road, 2047 - 9,004 - 73
¥ /1L8E MHLER 55685 NKIL 5568

EEEEERAT —TT
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FEREWE W
Major Investment Properties (Continued)
R=FZLF/NA=1H At 30 June 2007

BEEE (FAK)
Gross Floor Area (sg. m)
BTER
I% /55 BHE
Byt Office and FEKBM No. of
It 32 & o B Commercial Industrial/ | Residential and | Carparking
Hh2h Location Lease Expiry and Retail Office Apartments Spaces
RYE - #iF Cheung Sha Wan,
REE (8) Kwai Chung
KB and Tsuen Wan (Continued) 2047 = 35,223 = 95
LB ML EL622957 9Wing Hong Street,
NKIL 6229
HETER Laichikok Bay Garden, 2047 3,109 = = 172
BRIWEIAT1A2 - Shops 1A1, 1A2, BA, 6A & 6B,
BA - BAN6BEEFE4 - Lai King Hill Road,
A K2 457 1L ER 33365 Lot 3336 of SD4
AR Star Centre, 2047 - 28,512 - 27
F|L3E443-4515% - 443-451 Castle Peak Road,
LB D445 - Section A of Lot 690
BI0FRAER in DD 445
ST - The Bay Bridge, 2047 - - 20,096 179
HHEES L1235 123 Castle Peak Road,
AT ER 3565k Yau Kom Tau, TWTL 356
a3 Shanghai
BETEE—HR The Grand Gateway Gardens 2063 - - 83,200 -
S8 1&2,
IRREEE L FR21185% - 2118 Hua Shan Road, Xujiahui,
HER Xuhui District
BEES - The Grand Gateway, 2043 101,924 67200 = 1,267
RRETB 1 Hong Qiao Road, Xujiahui,
RER Xuhui District
BEES - Plaza 66, 2044 51,700 159,600 - 804
R G K 12665 - 1266 Nan Jing Xi Road,
HLE Jing An District
BT R *  With an option to renew for a further term of 75 years
EEBEHEAEE B T 8T FHXEF " The Group is now entitled to rental on 22,101 square metres of office area. The rights to

BZHESWA - EpEE 2 WHESEHR —F

— T EREAEE

HANG LUNG GROUP LIMITED

ANNUAL REPORT 2006/07

rental entitlement in the remaining area will revert to the Group in 2012
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B I R AR RO B R
REVIEW OF FINANCIAL RESULTS AND POSITION

—EERBLEECHBEE
Financial results for 2006/07

&)
(BHtt)
PAB#E B & TETE in HKS million 2007 2006 change(%)
& 358 Turnover Turnover
BATEEREA (BILERRBAELD) |
EELESMAMEEE - LENEREERR | Rental income
e ;
MENESE AEEEHANE—+EBSE | RS Hong Kong 1,991
REETHE  KEFHRE@OABEDRTAE |
e o T E R Mainland China 895

Hong Kong rental income increased considerably due
to strong market demand especially in the commercial 2 886
and office segments. The Shanghai properties : !

continued their outstanding performance. T,
o EHE Property sales 1,314

In property sales, we sold about 410 units of
AquaMarine at approximately HK$4,600 p.s.f.

4,778 4,200

HAlg A Other income

Ht AT R BB =BT BT 2RITH
BHA ©

Other income 321 285

cher income comprised mainly bank interest WRAEELEE  Gain on deemed disposal
income of HK$302 million. Bﬁ%ﬁiﬂ&fﬁ Of interest in a
Z W subsidiary
ZaMREERBEGRRAANR-_ZTRF+—
PECERIE T HERAR Direct costs and (1,816)  (1,576) 16%
The profit arose from the placement of 410 poE .
million shares by Hang Lung Properties Limited in = %Eﬁﬁ operatlng eXpenseS
November 2006.
Administrative expenses (329) (252) 31%

THEHA
Administrative expenses REWNEZ Increase in fair value of 6562 3,925
TRBEAIERETRABRASREMA R AFEE investment properties
%o
Administrative expenses comprised mainly .
administrative staff costs and other corporate — B\Zﬁgﬁﬁﬁ Finance costs (465) (541) -14%
expenses.

D EIERE Share of profits of jointly 142 112 27%

/\ 3L

;ﬁﬁ%%; & }{Ei‘g‘)ju NalEH controlled entities
Increase in fair value of
investment properties

- \s - o)
BRI BHRE T EEESE = e Taxation (1,480)  (1,151) 29%

BERAERNERBEESE —EEEAREK
The higher revaluation gain than last year was partly Zlngfg/ﬁ'ﬂj Profit for the year 8,592 5,002 72%
due to completion of Plaza 66 Office Tower Il and
Residential Tower Il of The Grand Gateway.

FE{L#EF Attributable to
#4153 M Finance costs | om= Shareholders 4786 2833 69%
P ERARITERRL A - s .
o LERFEER Minority interests 3,806 2,169 75%

Finance costs decreased in line with the decrease in
bank loan balances.

EEEEERAR — T2/ TLFFR



R-ZZLFARA=THZHMBURR
Financial position at 30 June 2007

Ram=

HideRs
BE

(53

RERBT

2

HiREEE
nBaE

RBBITER

«%\/ \T%

A

4

/

EERERE

HiRHMaE

LABHE BB LETE in HKS million

Investment properties

Other non-current
assets

Inventories

Cash and bank

Other current assets

Current liabilities

Long term bank loans

Floating rate notes

Deferred tax liabilities

Other long term
liabilities

Net assets

2007

2006

52,639 43,753

5,579

9,746

1,266

2,730

7873

1,500

5,142

487

4,804

10,215

1,548

2,365

1,787

1,500

3,960

571

46,326

£8)
(A7)
change (%)

20%

16%

5%

-18%

15%

-33%

0%

30%

-15%

&Y Investment properties
REWMEHEZNBD REBRAFNAEERE
SEERRERERBEESE - EBHMA
B

The addition of Office Tower Il of Plaza 66 and
Residential Tower Il of The Grand Gateway to
investment properties this year partly accounted
for the increase in valuation of investment
properties.

HitiEREEE
Other non-current assets

oAb I B A S IR R TR IR R A R B At 4
AR

The increase in other non-current assets
reflected our strategy of increase in investment
in mainland China.

] & KB ITERK Cash and bank
BB SHORA B AR EIDIR AR R 2 AT -

The strong cash position will enable the Group
to seize future investment opportunities.

HANG LUNG GROUP LIMITED ANNUAL REPORT 2006/07




EIEE W RS MANAGEMENT DISCUSSION AND ANALYSIS

Bt %5 51 BR
FINANCIAL REVIEW

RBEERELXER
R-FEXF+—A  AARAZ LTS
NEERBEERAR ([fEREE]) &
SRAEB AT ANBRATERE
BRAZEENE—TER £40%5
ST EEIT © AR Rt KR R S
MNEEFABEN+ETERRMO KRR
5% - W& AT HURIS MR B A Atk
MYMERRER  LHERENLZIE
A MREEBER -FEAF+— Al
TRGHES RMVAERTAZ-FF
EENAZTAZER ZAZIEATE -

RZZETLFRA=1TH BAXA
ZHROTEEERARTHERERAR/E
B_BARZTELtAEARTET HbhEE
EtTEAT-BATELT/RITER &
BE—B-—TAREBEATREBEETRARE
& AT _BRETEIREHEE-

Liquidity and Capital Resources

In November 2006, the Company'’s listed subsidiary, Hang Lung Properties
Limited (“HLP") placed 410 million shares with professional and
institutional investors at HK$16.3 per share raising approximately HK$6.7
billion. A profit on deemed disposal of HK$879.4 million was booked in
our income statement. The placement proceeds would be applied towards
future property development projects undertaken by HLP particularly in
mainland China. Because of HLP’s placement in November 2006, our
gearing ratio was reduced to a low level of 6% as at 30 June 2007.

As at 30 June 2007 undrawn banking facilities together with bank deposits
amounted to HK$20,007.6 million, comprising HK$7,091.6 million in bank
deposits, HK$11,666.0 million in committed facilities and HK$1,250.0
million in demand facilities.

aE=x
Gearing Ratio
RNA=FA At30June

35
30

25

10 60/0

03 04 05 06 07

BN =
Liquidity Ratio
RNAZ=1TH At30June
T;ilmes
3.1
55 limes
3.0 . w
e o
25 [ ) .
2.0 . .
- ©® 0
15 ® 6 ©o
e 0 o
10 ® 6 0 o
s w @ @ @ O
e 6 6 0 o
o ® @ @ O ©
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\

Mz REBLEDRBEERTFERERHEB/L LR
Note: Liquidity ratio represents current assets less
inventories over current liabilities
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Underlying Pay-out Ratio
BENA=TBILFE

For years ended 30 June
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At 30 June 2007 we have floating rate notes of HK$1.5 billion which are
repayable in full in December 2009 and have no right of conversion into
shares of the Company or any other body corporate. We have no other

outstanding fixed or floating rate notes or convertible bonds.

Dividend

The Board has proposed a final dividend of 46.5 cents per share, which is
an increase of 13% above last year’s figure. The total dividend for the year
is 61 cents, up 10% from the previous year.

We will continue with our policy to keep the absolute amount of total
dividends payable each year steady 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.

(35 )



EEE 2w E S MANAGEMENT DISCUSSION AND ANALYSIS

Bk EE
RISK MANAGEMENT

+ it i

BPEFEAMEBEHERETE - 2
REEHEIIEE RS EEER - &
HOBRUMANBEERMERZIER B
WHARFIZE - HEB W RE LA
KWmENE - HEBEEMIEAEB A - HAF
FEMETRFE - 8EEE BRSNS
MEBREENEXRMOBENT  MER
BiEU - MEL M - AIITHHIE BER
AkETIEEERE  RABEEHERE
BEE YR AFTERDLEIELIRE  #
tHHRTTIA B B R -

BETH BMASEEEEMERS =
BEB BB BB E Uy FVE b 38 H0 1 3
e

HeSTHEERE
FAEWBARZ B RYETREE 5
HIBEE S MR - RIMTHEEN
RITERBEERLBIETAERARNES
TE . EEEREETRNERE - R
7 B oA 8 B 1 4 RO AR 4 2 5T ST 3 0 4R 4T
BE UEALBEERENAEAER
BERE - RS LRRESEEHEEY
R A AERRERRELREBRER
2R o

TED M LR
RIVRBBRORDHE KT - IR
BETHRDESUNAEBES - L%
MERSBERNEEN  BALZEHE
EIRZY -

Land Bank

We have developed an investment plan for mainland China which includes
strategic criteria for the selection of locations and projects. This is based
on the overall development and infrastructure of the cities where the
projects are situated, the level of support from the local government
and the land cost involved, having regard to the income potential of

the projects concerned. Comprehensive evaluations are made before
we commit to any project. In addition to having a professional and
experienced team to execute the development plan for each project, our
management plays an active role in supervising the various stages of all
projects including the site identification and acquisition, feasibility studly,
project design and implementation. Prompt management decisions are
made as needed to enhance the project return.

In Hong Kong, we will continue to identify opportunities prudently to
expand our land bank at appropriate times by acquiring sites through
various means.

Cash Management and Funding

The cash flow of all subsidiaries is managed on a centralised basis in order
to enhance the cost-efficiency of funding. Adequate but not excessive
banking facilities, with different maturity profiles, are arranged at the
Group level to support the funding requirements of all Group entities.

New banking facilities with favourable pricing and terms are entered

into from time to time to match business growth or to refinance existing
facilities. Surplus cash is pooled for repayment of borrowings or placing
with financial institutions to achieve economies of scale and better rates of
return.

Liquidity Risk
We maintain a strong liquidity position to ensure sufficient funds are
available to meet liquidity requirements at all times. The repayment profile

of liabilities is closely monitored and sources of payment are well planned
in advance.
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Interest Rate and Exchange Rate Risks

We monitor closely our interest risk exposure and interest rate
movements with an aim to minimise the overall cost of borrowings. Most
of our current borrowings are in Hong Kong dollars and are also subject
to floating interest rates. The maturities of monetary assets and liabilities
are distributed in a way to minimise the repricing risk. Exchange rate risks
arising from fluctuation of exchange rates are mitigated by using local
currency funding, where appropriate, to match the operating currencies.

Use of Derivatives

It is our policy that no speculative derivative transactions be entered into.
We may use derivative instruments solely for financial risk management/
hedging purposes if justified by the economic situation.

Counterparty/Credit Risk

We only undertake transactions with counterparties that represent
acceptable credit risks. When deploying surplus funds, we only deal

with reputable counterparties such as financial institutions having sound
finances. We also manage exposure to individual counterparties regularly
to avoid undue concentration risk.

Retail Climate and Rental Collection

We organise promotional events at appropriate occasions to improve
customer traffic at our retail centres. The tenant mix at our retail outlets
remains under constant review, along with the policies on the collection
of rental and outstanding debts. Rental deposits are received in advance
from tenants to mitigate the potential default risks and penalties are
imposed for late payment where appropriate. We take prompt action
when rentals are in arrears to minimise potential losses.
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Insurance and Maintenance

All investment properties are regularly reviewed and precautionary
measures are taken promptly to maintain and improve their condition. In
addition to our ongoing maintenance programme to enhance all buildings,
large-scale cleaning, renovation and facility-upgrading exercises are
regularly conducted at both residential properties and shopping malls. All
investment properties are well insured for any loss from casualties.

Operational Risk

We have a well established internal control system to protect against
loss arising through fraud, unauthorised activities, error and system
malfunctions. Independent reviews of the internal control systems are
regularly performed by the Internal Audit Department. Information backup
is performed on a regular basis and a back up site is in place to ensure
disruption to business is minimised in the case of a contingency.
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As a company with deep roots in Hong Kong, the Hang Lung Group

is committed to serving the communities in which we operate.

As at 30 June 2007, our donations in support of various community and
environmental programmes amounted to more than HK$6.3 million.

The main focus of this year's activities was youth development.

On 19 December 2006, we held an award presentation ceremony for the
Hang Lung Mathematics Awards, which is launched by our Chairman,
Mr Ronnie Chan and Professor Shing-Tung Yau (a recipient of the

prestigious Fields Medal in mathematics), who also chairs the competition.

This biennial competition, administered by the Institute of Mathematical
Sciences of The Chinese University of Hong Kong, is the first of its kind
in Asia.

During the ceremony a cash prize of HK$400,000 was made for the Gold
winner. Eight awards in total were given out.

This competition has done much to stimulate students’ interest in
mathematics research and has created an environment for teachers and
schools to raise the quality of mathematics education. Hang Lung Group
donated HK$2 million in funding for the Awards, with HK$1 million of this

amount used for prize money and the remaining HK$1 million for research,

mentoring, judging and administration.

Hang Lung Group is also a major sponsor of other events that advance
planning and architectural design standards. During the past year,

we sponsored the Pacific Crossings Conference of the American Institute
of Architects Hong Kong Chapter as well as the international conference
“When Creative Industries Crossover with Cities"” jointly organised by
The Hong Kong Institute of Planners and Urban Planning Society of China.
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As an environmentally-conscious company, we continued to encourage
sustainability across our operations. To improve our environmental
management in the properties we own, we have reduced energy
consumption by regulating air conditioning levels, in line with government
initiative. We have also ensured that environmental consideration is taken
into account in the design process of buildings under planning.

In our internal and external communications, we continued to cut paper
consumption by making use of email rather than faxes, and through the
introduction of an E-billing system for our tenants — the first of its kind in
Hong Kong.

Other environmental activities included the planting of trees in our
residential properties and the appointment of environmental ambassadors.

To promote long-term sustainability, we have introduced a comprehensive
training and education programme in environmental protection for our staff
and are encouraging our suppliers to use environmental friendly materials

wherever possible.
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Human Capital

We recognise that our human capital is critical to our success. To help our
staff fulfil their potential, we provide them with ample learning and training
opportunities — our goal, simply put, is to create a working environment
that stimulates team spirit, engagement and passion. With these
objectives in mind, we strive to promote a culture that is performance-
driven yet allows our staff achieve a healthy work-life balance.

Training

When new staff join our Company, they are provided with extensive
training in the technical skills and other knowledge they need to perform
their jobs effectively. They also attend regular seminars conducted by
professionals from the legal, insurance and tax fields.

To integrate new staff into our Company, we pair them with a
“buddy” so that they can become familiarised with our culture and
working environment as soon as possible. Orientation and customer
service training programmes are also held for colleagues in our new
mainland China offices.

In both Hong Kong and mainland China, we enjoy a reputation as a good
employer. Our goal is to strike a balance by providing a corporate culture
that meets the diverse needs of our existing staff yet also presents a
dynamic value proposition to prospective employees.
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In addition to our inhouse training programmes, we offer our staff
sponsorships for enrolment in external training programmes to further
their professional development. We continued to invest substantial
amounts on external training during the review period, spending 87 %
more than the year before.

Every staff member of Hang Lung Group is expected to adhere to our
Company code of conduct, which incorporates the highest standard

of professional ethics in our industry. To raise awareness of our ethical
standards, we hold an annual talk on ‘Professional Ethics and Corruption
Prevention’ conducted by officers from the Independent Commission
Against Corruption for all new executives and administrative staff.

In 2005, we launched a two-year Management Trainee (MT) programme
to groom future leaders of the Company. All trainees in the 2005 pilot
programme have successfully graduated and are now working alongside
their colleagues in the Leasing & Management Division and Corporate
Finance Department. For the 2007 programme, we took in nine promising
recruits.

Closer ties with our offices in mainland China

One of the highlights of our training programme is the opportunity to work
in overseas attachments within our mainland China projects. Our latest
batch of trainees will be attached not only to our established operations

in Shanghai (Plaza 66 and The Grand Gateway) but also to projects in our
new investment cities in mainland China.

Management trainees from the Shanghai office also have the opportunity

to take part in a three-month secondment in our Hong Kong office, where
they can gain a better understanding of our head office operations.
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In view of our growing business in mainland China , our Company is
working to raise Putonghua standards among employees. To date, 39
colleagues have completed an 80-hour Putonghua training programme.
Participants are also encouraged to sit a public examination and obtain
a recognised Putonghua proficiency level.

During the year, we worked towards implementing a more user-friendly
Employee Self Service System (ESS). The enhanced system facilitates
greater efficiency in data administration and enables effective day-to-day
staff management. To improve internal coommunication among the Hong
Kong offices and our rapidly expanding offices in mainland China, the
Company intranet has been given a complete overhaul.

Caring for our staff

To promote camaraderie among colleagues, the Hang Lung Social Club
has organised a wide range of activities, such as baking courses, yoga
classes, hiking, bowling competitions, BBQs, boat trips and soccer
tournaments. All of these activities have been well received by staff and
their family members.

In 2006, when we were actively setting up new offices in mainland
China, we established various Human Resources policies and procedures,
including compensation and benefits in line with our Hong Kong policies.
Looking forward, we will develop more best-in-class policies and a
comprehensive compensation and benefits framework for our offices in
mainland China.

As our projects in mainland China gain momentum, the Human Resources
and Corporate Communication Departments will partner with key local
management to enhance our branding as an employer in mainland

China. The goal of this initiative is to become the ‘'employer of choice’ in
mainland China.
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In today's competitive environment, ensuring optimal staff performance is
a critical success factor. We have learned that one way to achieve this is
by encouraging a better work-life balance.

In 2007 we upgraded our already comprehensive medical plan to include
dental benefits for executive and administrative staff. We are now
considering an employee wellness programme as part of our overall
work-life strategy for enhancing staff productivity, engagement and
retention as well as improving business performance.

Staff numbers

As at 30 June 2007, Hang Lung Group employed 1,907 staff, including
1,050 in Hong Kong and 857 in mainland China. The total remuneration of
our employees during the year was HK$334.3 million. Our remuneration
policy is based on the principle of pay for performance, and aims to
attract, motivate and retain talented people. In addition to the contractual
13-month salary, discretionary bonuses and salary increments are awarded
to outstanding performers.
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