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We Do It Right
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We Do It Right is a principle that extends beyond our core business and
embraces the initiatives we undertake on behalf of our staff, the community
and the environment. We believe this is fundamental to our success and
helps us win the trust of our stakeholders.

In this annual report we describe the progress we have made during the
year, using iconic representations of timeless design classics. These symbols
stand for the care and quality that go into all of our world-class buildings and
the unparalleled value brought to our shareholders, tenants and customers.

As we enter an exciting new phase in our business expansion, we will
continue to maintain our high standards in order to become the most
admired and leading national commercial property developer in Hong Kong
and mainland China.
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HANG LUNG PROPERTIES LIMITED

Hang Lung Properties Limited (stock code: 00101) is the property arm of Hang Lung Group
Limited (stock code: 00010).

We are a top-tier property developer in Hong Kong and on the Mainland with a recognized
commitment to quality.

We are a truly diversified property development company with a varied portfolio of commercial,
office, residential, serviced apartment, industrial/office and car park properties. Our primary focus
is to acquire the best sites in the cities with growth potential and employ only the top architectural
firms to achieve the highest design quality and develop the best properties.

In Hong Kong and on the Mainland, our corporate strategy is to constantly review and, where
necessary, upgrade our tenant mix while regularly refurbishing our existing developments so as
to achieve a maximum return on our investments. We also emphasize value-added services and
incentives, which add to the appeal and marketability of our properties.

Our long-term vision is to expand on the Mainland while continuing to invest in our home market
of Hong Kong. As our business will certainly continue to grow, we are set to develop into the most
admired and leading national commercial property developer.
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RESULTS
HZE+-HA=1—HBI-E For the year ended December 31
B EETHE in HK$ Million
(BREEFH) (unless otherwise stated) 2013 2012
- Turnover
MERE Property leasing 6,638 6,098
BB Hong Kong 3,112 3,016
AR At Mainland China 3,526 3,082
MIEHE Property sales 2,500 1,274
R oEoH Total turnover 9,138 7,372
B R B4 AR Net profit attributable to shareholders 7,212 8,395
BE Dividends 3,359 3,313
BRERER Shareholders’ equity 124,534 117,928
grRER Per share data
BF Earnings $1.61 $1.88
[iigs) Dividends
A Ef Interim $0.17 $0.17
REA Final $0.58 $0.57
1@zt Total $0.75 $0.74
MR AR Shareholders’ equity $27.8 $26.3
BEFE Net assets $29.3 $27.7
g 3u e Financial ratio
K Bt 3 Payout ratio 47% 39%
SFETERARELL = (FiFEL)  Net debt to equity ratio (Note 1) 0.5% 0%
BIEARELL & Debt to equity ratio 26.7% 24.0%
UNDERLYING RESULTS
HE+-A=1+—HBL-E For the year ended December 31
NEEBEETHE in HK$ Million
(BEEFH) (unless otherwise stated) 2013 2012
BREEEEARLAF (H:32) Underlying net profit attributable to shareholders (Note 2) 5,050 6,178
BREF (ME3) Earnings per share (Note 3) $1.13 $1.38
TRELEZE (ff15E3) Payout ratio (Note 3) 66% 54%
5T Notes:

LEEEERTEALEMEENRRE S RRTHE
Ko BRI BIER R s R IR A AR

2. RINREAEE S ERENIRAR  2MBREGE
AL B 2R E R BB 2 5T E R B 405 (A
WE) 2 2E  ZEAREREMERERTEREY
ERFEZEHWMBKAMETH IR RIFERES
REHEPALRK -

3. BB ETVRBEBR R EGERGRIGE

1. Net debt represents bank loans and other borrowings less cash and deposits with banks.
Equity comprises shareholders’ equity and non-controlling interests.

2. To facilitate better understanding of the Group’s operational results, the underlying net
profit attributable to shareholders is presented by excluding the effect of adopting Hong
Kong Accounting Standard 40, Investment Property which requires changes in fair value
of investment properties and investment properties under development, net of related
deferred tax and non-controlling interests be accounted for in profit or loss.

3. The relevant calculations are based on the underlying net profit attributable to
shareholders.

4  jErwESR AT HANG LUNG PROPERTIES LIMITED 2013 4% ANNUAL REPORT
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SUSTAINABLE RENTAL TURNOVER AND PROFIT GROWTH

HEsWA

Rental Turnover
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Mainland China
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12% 5 10%
Growth % would be 12% for overall and 10% for
Hong Kong if excluding the discontinued operations
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Financial year ended June 30

BREEERGER
Rental Underlying Profit per Share
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Net Assets per Share
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BRERE
Dividends per Share

it
HK$
- +1%
. $0.75
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Final
— 02
W HE
—0 Interim

2009/ 2010/ 7= 12/ 2012 2013
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# ARMBEEFAERBRA A= +E§EAU%+ A=+—H  UHBEHAH_T—F
—B—BE+ZA=+—AH1I+=
The financial period represented 12—m0nth period covering from January 1, 2011 to
December 31, 2011 due to the change of financial year end date from June 30 to December 31

I —2——FtA—RAE-ZT——F+ A=+ LNEAHBEZ RERE
Final dividend for the six-month financial period from July 1, 2011 to December 31, 2011
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PICTURE PERFECT

B—hAAEFERE  BMATTEARAMHNEERMmITEHRAATELSEE - BEXEZNERES
R-ZE-NEBE  RPNAHELRERE S —HERE -

Since the 1990s, we have been branching out into mainland China with world-class commercial
complexes in key cities. With the opening of Riverside 66 in Tianjin in 2014, we are poised to

celebrate yet another milestone in our development on the Mainland.

EEES o KiE
RIVERSIDE 66, TIANJIN
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Chairman’s Letter to Shareholders

BRRCR
FFER

Ronnie C. Chan

Chairman
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RESULTS AND DIVIDEND

Compared to the previous year, turnover rose 24% to HK$9,138 million.
Net profit attributable to shareholders decreased by 14% to HK$7,212
million due solely to much fewer disposals of Hong Kong non-core
investment properties and thus a relatively insignificant gain therefrom.
Correspondingly, earnings per share retreated 14% to HK$1.61.

When excluding all effects of revaluation gain, the underlying net profit
attributable to shareholders fell 18% to HK$5,050 million. Underlying
earnings per share came down similarly to HK$1.13.

The Board recommends a final dividend of HK$0.58 per share. If
approved by shareholders, total dividends per share for the year ended
December 31, 2013 will be HK$0.75, an increase of 1.4% over the
previous year.

BUSINESS REVIEW

Excluding the effect of alienated Hong Kong investment assets, overall
rental turnover and operating profit both rose by 12%. Even with a
smaller Hong Kong portfolio, the two numbers still grew by 9% each.
Looking at our home market alone, turnover and operating profit
respectively advanced by 10% and 11% on a like-for-like basis and by
3% and 5% otherwise.

On the Mainland, rental turnover rose 14% and operating profit 13%.
On retail space alone, turnover grew 17%. If we exclude Shenyang
Forum 66 and Wuxi Center 66, rent advanced by 5%. The equivalent
number for offices was 7%. Comparing these figures to those of twelve
and six months earlier reveals a deceleration from a year ago and a
pick-up in the immediate past six months.
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Focusing on the mature market of Shanghai, both shopping centers —
Plaza 66 and Grand Gateway 66 — recorded a 6% increase in rent.
Offices at Plaza 66 collected 7% more rent. Gross yield on unleveraged
investment cost was about 42%. Mall occupancy was 99% and for
offices, 95%.

In our newer cities — Shenyang and Jinan (not counting Wuxi which
is only three to four months old) — we have observed an interesting
phenomenon: namely, as occupancy fell somewhat due to first-time
lease renewal and hence tenant remixing, retail sales actually rose
nicely from a year ago. The increase from the first half of the year to the
second half was also evident. This should be the result of management
efforts rather than market improvement. The fact was: the market went
nowhere as the year progressed.

Most of our retail leases are for two or three years. By 2013, Shenyang
Palace 66 has been open for three years and Jinan Parc 66 two. Some
tenant changes were inevitable resulting in higher vacancy levels.
This is the nature of the business which is necessary for the long-term
health of the malls. Consequently occupancy remained at 88% for both
properties. Rent collected was about the same as that received a year
ago, but retail sales of our tenants have risen — year-on-year Palace 66
moved up 9% and Parc 66, 8%. Comparing the second half of the year
versus the first half, the rate of increase was respectively 20% and 7%
for the two malls.

Common sense tells us that retail sales figures are as significant as the
rents we received, for growth of the former is a prerequisite and will
inevitably lead to that of the latter. Recent numbers indicated that our
tenant remixing was bearing fruit. Weaker shops were moved out and
stronger ones capable of generating more sales were being introduced.
| am also gratified to observe that the new management teams that
we have put in place are performing. Although the improvement in
occupancy at Palace 66 has not been as fast as we had hoped, much
of the vacant space has been leased, so occupancy will rise in the
coming months.

2013 ¥ ANNUAL REPORT
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The newer Shenyang Forum 66 is for now performing well. Because
it only has slightly more than one year of history, a meaningful way to
measure progress is by using per diem numbers. For example, average
daily rental turnover was 4% higher in 2013 over 2012. Retail sales
generated per day were 15% better in the same period. However, as
the facility enters its first lease renewal period in the coming year or two,
what happened at Palace 66 and Parc 66 will doubtless repeat itself —
occupancy will temporarily fall. Hopefully tenant sales will continue to
rise and so will our rental turnover.

All “vital signs” for Wuxi Center 66 which was three and a half months
old at year end were positive. It is 95% full and the number is rising.

In terms of rental margin, Palace 66 remained at 22-23%; Parc 66 was
still at around 54% which was the same number for Forum 66. Center
66 stood at 16%.

EENEREERSETKEEBORER  REEXHEFPES

Palace 66 in Shenyang is now undergoing tenant mix reshuffle after the completion of the first lease term

11
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The initial unleveraged gross rental return on investment cost is a
meaningful measure. It is intriguing to learn from several institutional
investors that certain market players promised around 9% but actually
delivered only 1-2% on a rather non-transparent definition of cost.
Whereas we always tell shareholders that we aim for 4-5%, all but
one newly opened malls of the past four years have significantly
outperformed the threshold. Parc 66 yielded 7.9% in its first year,
Forum 66 had about 10% and Center 66 at today’s run rate should
approximate that of Parc 66. In other words, we doubled what we told
investors. Due to very weak market conditions, these properties have
yet to see brisk improvements in this regard but they surely will. In fact
the greatest progress in the coming year or two may well come from the
laggard Palace 66, whose number still stands at about 5%.

Now let me turn to a more general review of the market condition for our
Mainland rental business. Eighteen months ago, | wrote that although
the 2008/2009 financial crisis was much more severe, recovery of the
present downturn in Chinese luxury goods sales may in fact take longer.
| have unfortunately been proven correct. One reason is that besides
normal economic cyclicalities, the market lull today is partly government
induced. Anti-corruption and anti-opulence measures instituted by the
new government and targeting officials are biting hard.

While these policies have negatively affected our business in the short
term, we fully support them. Any sector such as ours should not rely on
irregular practices. If it does, the resulting degradation of social moral
values will undoubtedly haunt the economy. We are a long-term player
and want to see a healthy and clean economy. Moreover, given our
extraordinarily strong financial position, the market slowdown probably
hurts our competitors more. History also shows that we can better take
advantage of bear markets.

2013 ¥ ANNUAL REPORT
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As our shareholders know, whenever the economy is down, our project
development team tasked with land acquisition will be particularly
busy. City governments may not be able to sell land and so their coffers
are strained. Here comes Hang Lung! We know that opportunities are
beckoning as municipal leaders from many corners of the country
begin to stalk us. Counting the number of city leaders represented at
our public events such as a project groundbreaking or a mall opening
is one way to gauge how slow the market is.

With this background in view, last February we bought an excellent
plot of land in the biggest city in central China, Wuhan. It is located in
the busiest shopping district and is sizable, measuring 8.26 hectares.
This is so far the second largest piece of land that we have purchased
on the Mainland after the 9.2-hectare Shenyang Forum 66. We shall
first construct a mall followed by an office tower and blocks of serviced
apartments that can be sold by individual units. Buildable space is 4.9
million square feet; including car parks, it will be 7 million square feet.

Consider our timing. 2012 was a slow time for home builders so
they did not have money to buy land. Consequently, many municipal
governments were in financial difficulties. That was when we struck
the Wuhan deal. As 2013 arrived, the market turned. Developers sold
their residential units and so needed to replenish their land bank. The
finances of cities improved and so they were less eager to part with land.
Prices rose and previous highest records were repeatedly broken. Under
these circumstances, seven months after we bought ours, a piece of
similar size, close by but much inferior in location, shape and permitted
usage, was sold for twice our unit price. This demonstrates again that
our timing, like that for our other acquisitions, was excellent.

Some investors have recently asked about our share price. Perhaps they
are used to our outperforming our peers. It is true that for much of the
2000s and until early 2011, our stocks have had a powerful run-up.
Our total return, mainly buoyed by the share price rise, surpassed most
if not all real estate counters. Why then has our price retreated of late?

13
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There are several reasons. First, China has fallen out of favor for
many institutional investors. In particular, retail sales, especially luxury
products like those in our malls, were even harder hit. The market
behavior is understandable, for after all, there was previously a certain
amount of irrational exuberance. The latest round of the anti-corruption
and anti-opulence drive had added frost.

There is no denying that for the first time in a long while, the sales of
luxury goods lag behind general consumption. Although many of our
malls such as Shanghai Grand Gateway 66, Shenyang Palace 66, and
parts of Jinan Parc 66 and Wuxi Center 66, are not tailored to high
fashion brand seekers, our reputation for being developers of world-
class luxury malls has been so ingrained that investors might have
forgotten our other businesses.

Then there is a market perception that of all the Hong Kong real estate
counters, Hang Lung is the purest Mainland play. There is a certain
truth to that, although some 47% of all rents received and so far 100%
of property sales proceeds are still derived from our home market. But
that does not matter — when China fell out of favor, our share price

suffered.

The perception existed probably because of three factors. First, we
were perhaps the first among top-tier Hong Kong developers to publicly
state that our future is on the Mainland. Secondly, we were among the
earliest to have made sizable amounts of profits from the Mainland
market. Thirdly, we have hardly bought any land in Hong Kong since
2001 while we have acquired several rather large pieces in several cities
on the Mainland.

A common misconception here is that Hang Lung was the first to
enter the Mainland market and so bought land cheap, thus the good
profit. The fact was that many Hong Kong companies invested north of
the border well before we did — as early as 1979 or 1980 — while we
only started to research the market in 1991 and made our first land
acquisition in December 1992. Because we were a novice in those days,
the two Shanghai plots were in fact bought at the peak of the cycle. It
took some ten years for prices to return to our purchase level. We have
succeeded in spite of a high land price!
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Heartland 66, Wuhan will have a shopping mall, an office tower and serviced apartments
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Besides external market factors, there are also issues relating to our
operations. First and foremost were the difficulties encountered at
Shenyang Palace 66. Challenges abounded during construction and
there were more to come after the opening in late 2010. | have written
extensively about them and so will not repeat them here. Suffice to say
that with that facility being the first outside of Shanghai on the Mainland,
shareholders rightfully question if our huge success in Shanghai can
be duplicated elsewhere. The sustained market slowdown presently
experienced also cast a negative light on our business.

From the perspective of management, we are not that worried about our
share price. We are here to manage the Company and not the price of
its scripts. We know that our business model is excellent and we have
taken many correct decisions (such as land acquisitions and building
designs) which will sooner or later bear fruit. Operational challenges
which take time to improve are not perennial. They are nothing more
than teething problems.

That said, we are well aware of the frustration that some shareholders,
especially those with a short-term horizon, may feel. Perhaps that was
why from time to time shareholders would ask if we plan to buy back
our own shares. My standard answer is: the day you see Hang Lung
Properties buy back its own shares is the day when you should sell. We
are facing one of mankind’s biggest and best economic opportunities
of the 21t century — the rise of China with seemingly unending
urbanization and consumption growth. In such a favorable environment,
we have found a niche (i.e. developing, owning and managing world-
class commercial complexes) which is not fiercely competitive due to
the lack of expertise on the part of market practitioners. With 85 cities
having a population of five million or more and another 91 with three to
five million, the market seems unlimited.

At the same time, Hang Lung has through hard work over long years
built a top-notch reputation backed by successful developments and a
solid management team. Together with our uncannily strong financial
position, it seems that few people are as well positioned as we are to
take advantage of these humongous opportunities.
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When unsatisfied market demand far exceeds our financial capabilities,
we should expand our balance sheet, for size matters. Given that, why
should we buy back our own shares which has the effect of shrinking
the balance sheet!? That would be a clear signal to the investment
community that we do not know how to beneficially deploy our cash.

Nevertheless, in our opinion it is altogether reasonable, indeed prudent,
for our parent company Hang Lung Group to buy Hang Lung Properties’
scripts. Public information indicates that such has been ongoing.

Indeed it is not a difficult case to make that the shares of Hang Lung
Properties are today inexpensive. One only needs to take a cursory look
at the main asset classes in our balance sheet — properties for sale and
for lease in Hong Kong and on the Mainland.

First, our completed Hong Kong apartments for sale are recorded at cost
according to accounting rules. On the books the value is around HK$5.7
billion. At today’s somewhat weak market sentiment, they should still be
worth perhaps HK$20 billion.

Secondly, when we sold approximately HK$5.3 billion of Hong Kong
non-core investment properties in 2012, prices fetched were on
average 74% higher than book. And since we revaluate those properties
every six months, the value indicated on the account cannot be
significantly more than half a year old. This indicates that there is much
hidden value.

Then consider our investment properties on the Mainland. For the two
mature developments in Shanghai, the cap rate chosen by a third party
expert valuer is between 7.5% and 8.2%. About two years ago, another
mall developer/owner with much less profitable projects (according to
public records) went public with a cap rate of around 4.5%. We believe
that their growth prospects are inferior to ours.

As illustrated earlier, all the land that we have bought outside of
Shanghai has appreciated substantially. It is common knowledge in the
industry that our sites, while being best located, cost the least among
our peers. Our timing is consistently among the best. As a percentage of
total project cost, the land element for us is below 20% while the norm
for the industry is likely 40-50%. As such, it seems obvious that our
assets are worth much more than what is on the book.
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Finally, we have as much as eight million square feet of luxury
residential condominiums that can be sold unit by unit. They are located
in Shenyang, Wuxi, Kunming and Wuhan. Once built and sold, it is
conceivable that the net after-tax profit therefrom can easily exceed
HK$10 billion. What are they valued on our books today? Only at land
cost. These are all public information, yet hardly any analyst has pointed
them out.

While the stock market in the long term is rather efficient, it can
misprice in the short term. We know best the underlying value of the
Company as well as its potential. Since our time horizon is very long, we
will always outperform almost all short-term stock traders. If our parent
Company Hang Lung Group continues to buy our scripts, | can hardly
think of a scenario which is not advantageous to both their shareholders
and ours.

STRATEGIC INITIATIVES

For several years now management has been following developments
in e-commerce. We have invited Chinese experts to address our Board,
(including Non-Executive Directors) and to educate our executives. Our
tentative conclusion is as follows:

There is no question that retail e-commerce — B2C+C2C — will take an
increasingly larger share of the private consumption pie. Between 2009
and 2012, it grew at approximately 70% annually and is projected to
rise by 32% per year up to 2015. Between 2008 and 2012, China’s
non-online retail expanded 1.8 times in volume while retail online leapt
19 times, albeit from a very low base. By 2015, online retail volume
is expected to account for over 10% of all consumer retail sales.
Transactions at physical shops will inevitably be affected.
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E-commerce is fast becoming a way of life, not unlike telephones a
century ago and smartphones almost a decade ago. Just as these earlier
transformative inventions did not replace automobiles or airplanes
because people still have the need to physically interact, neither will
online shopping displace malls. After all, humans are social beings who
have the need not only to see and hear but also to feel, touch, smell
and otherwise physically meet with their fellowmen. As far as | am
concerned, anyone who thinks otherwise is from another planet!

Certain types of goods are more vulnerable to online shopping than
others. Standardized and commodity-like products will be the first to be
affected. Electronic appliances and lower price-point clothes and shoes
are prime examples. On the other hand, fast consumables like fresh
fruits, customized long tail or high-touch products like high fashion,
and experience-based shops like restaurants are less affected or are
not affected at all. In this regard, our long-standing focus on high-end
malls has made us less exposed.

One phenomenon of Chinese e-commerce supports this assertion:
namely, the less developed a city is, the more it is affected by it.
So first tier Chinese cities are less dependent on it than second tier
cities, and so on. The reason is simple. In less developed places with
poor distribution channels such as the lack of department stores and
shopping centers, citizens have little choice but to resort to the Internet
for shopping. In metropolises like Beijing and Shanghai where physical
stores abound, there is less need for it, even though their citizens are
on average better educated and so in general more active online. This
explains why e-shopping is less prevalent in places like Hong Kong even
though it has a citizenry of high Internet dependence.

The same phenomenon seems to indicate that there is an upper limit
to retail e-commerce although that point is still quite far away. Every
community will sooner or later find its steady-state level for a particular
category of products in terms of the percentage of total sales that will
take place through the Internet.
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Grand Gateway 66 in Shanghai has been part of the Group’s foothold since the early 2000s
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A corollary to increased online shopping is that some brands will no
longer need to open as many stores as they otherwise would. For
example, they may only have 30 strategically chosen locations around
China rather than say 100 or more. To be sure, physical stores are
almost always required. In answer to the question on CNN: “What
should be the first step for a Western brand desiring to enter the
Chinese online retail space?” a Shanghai-based e-commerce expert
advised the brand to look for the best located bricks and mortar!

So far we only have 10 malls — six operating and four being built — in
eight Chinese cities not counting Hong Kong. Since they invariably have
occupied the best locations in top commercial cities, our ability to attract
the reduced number of tenants is perhaps unmatched. Consequently,
retail e-commerce should not negatively impact us that much. On the
contrary, as | have previously explained, the reduction of the number of
stores for a particular brand in any city will only lead to city-wide sales
being concentrated in fewer shops. Our being one of them will actually
be a benefit.

Some have expressed concern that e-commerce will reduce the
remaining shops to nothing more than an advertisement space where
few sales actually take place. A curious case in this regard is the Apple
stores. The technology company does not expect their chic-looking
shops teeming with young staff to generate much sales. They are there
for customer experience and product familiarization, besides advertising
value. Much of the resulting sales may well take place through the
Internet. The reason is that Apple basically sells standardized products.
As mentioned earlier, long tail or high-touch goods are much less
affected.

In this regard, it is fortuitous that Hang Lung has from the beginning
insisted on charging all tenants a healthy base rent. This is quite unlike
many of our competitors. The ability to negotiate a solid guaranteed rent
depends of course on the bargaining power of the landlord relative to
that of the tenant. It has always been our practice to put ourselves in a
position where the desirable tenants need us as much as we need them.
We accomplish this by insisting on the four competitive advantages
mentioned in my previous reports for all of our malls, namely top
location, adequate size, superior design and quality construction.
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This leads me to comment briefly on the occupancy cost for tenants.
In the extreme case of the Apple stores mentioned above, it can be
extraordinarily high. Given the purpose of their stores, the model is more
than sustainable.

Some analysts are dogmatic about this, saying that if the cost is too
high, the landlord’s ability to raise rent is limited. Generally speaking
this is correct. However, it is hard to determine what the optimal level
is. Notice that the general level in one city can differ substantially from
that of another. For example, occupancy cost in Hong Kong for the
same brand is in general considerably higher than that on the Mainland.
Even in the same city, multiple stores of the same brand will inevitably
have different acceptable levels. This is because many factors are at
play — the prestige of the mall, current and prospective sales volume,
advertising value of the shop, relationship between the lessor and the
lessee, etc. As such, one should be careful not to generalize too much.
Conceptually speaking, occupancy cost should be higher in better malls
like ours.

There is no denying that the Internet has revolutionized our lives. For
the shopping center business, its significance is much more than just
taking some business away through online shopping. It can also help
us generate sales. It is an enabler whose effects are indeed profound.
By influencing how a person — any customer of ours — relates to another
person and to the world around him or her, it can have the effect of
warping time and space. It has revolutionized much of our lives and will
yet revolutionize our shopping experience.

This is why we recently instituted an in-house program that we call EST.
It stands for Experience, Service and Technology. From management’s
perspective, the order is the reverse. We begin with technology,
especially Internet technology, which enables us to provide services
heretofore not possible. As a result, shopping at our facilities becomes
a pleasant experience. All these are the software of our business.
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In our business, no software, irrespective of how good it is, will be
effective unless the hardware is adequate. After all, the former can
always be installed, changed or improved. The latter however, once
built, can never be altered. This is why | coin the term “real estate
genetics.”

hardware is less important. To the contrary!

Let us not go so far — and be so foolish — as to think that

We are of the opinion, and many people will agree with us, that Hang
Lung has some of the best hardware in the industry. | have now
challenged my team to also be among the top in software. If not, the
market leadership that we have built will not be secure. Conversely, by
introducing superior services enabled by technology which bring about
desirable customer experiences, our position in the industry will be
unshakable. Your management has been working on many programs in
this regard and will gradually introduce them to our shopping centers.
Some will be quite subtle while others may be more easily felt. All of
them should have the effect of improving customer experience and,
eventually, our bottom line.

PROSPECTS

With the latest land acquisition in Wuhan, we will have a total of almost
42 million square feet of world-class commercial space on the Mainland
not counting the two Shanghai complexes. Of that, a little over 10 million
square feet have been completed and the rest are under construction
at varying stages. The eight developments are in seven cities with two
in Shenyang. The total cost including reasonable finance expenses is
about HK$92 billion, almost half of which has been expensed. The
unpaid portion comprises mainly construction.

In the past four years, we have completed the equivalent of one New
York Empire State Building annually. At this speed, it will take 12-13
years to build out the 32 million square feet still under construction.
This will be a very aggressive program.
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Once we are all done and not counting any new projects yet to be
undertaken, we will own close to 47 million square feet of China’s best
commercial real estate. Add to that the seven million square feet of
Hong Kong investment properties (provided that we do not take up
more or sell off any), we will have a portfolio of about 54 million square
feet. 87% of it will be on the Mainland as compared to 68% now.
Hong Kong’s share will be reduced from today’s 32% to 13%.

In the third quarter of this year we will open Tianjin Riverside 66, a large
freestanding mall of 1.6 million square feet plus 800 car parking spaces.
The underlying land was our first acquisition outside of Shanghai back
in 2005. Four plots acquired later — two in Shenyang and one each in
Jinan and Wuxi — have all had their shopping centers completed. In fact
Shenyang Palace 66 was completed over three years ago. Neither size
nor construction complexity could be used as an excuse for Tianjin to
be so slow. In fact, Jinan Parc 66 is similar on both counts. There could
only be one explanation — the complicated and prolonged procedures
in seeking various approvals from the municipal government.

Because of the delay, a huge mall associated with the local government
opened some 18 months ago. Although its location, design and
construction are all seriously inferior to ours, many top luxury brands
are now housed there. It is for the time being the only game in town. For
this reason, Riverside 66 will initially be akin to Shanghai Grand Gateway
66, i.e. a four-star mall comprising mostly sub-luxury names. However,
our location is among the best in the city; the design is very beautiful,
and our hardware is excellent. It is conceivable that one day the mall
can easily be transformed into a five-star facility.

So far around 50% of the space has been leased, and | expect that
by the third quarter, the figure should be over 90%. As always, we are
targeting an initial gross yield of 4-5%.
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In Hong Kong, we will continue to sell completed apartments as the
market allows. What we have witnessed in the past three months is that
there is pent-up demand. At the same time many developers are also
eager to unload their inventory. Although not in a hurry to sell, at today’s
price we shall be happy to part with them.

The luxury development, 23-39 Blue Pool Road, is near completion. It is
the first residential project in the world to have received the Gold Level
certification under the Leadership in Energy and Environmental Design
(LEED) for Homes of the U.S. Green Building Council. We will primarily
lease them out, but will also consider selling if the price is right.

As for our bread and butter business of property leasing, the Mainland
market may remain slow for some time. For us, however, | anticipate
better financial numbers this year due to improved operations. The
teething problems at Palace 66 are basically behind us; Parc 66 will
soon follow suit. As we all know, it takes one to two leasing cycles for a
property to mature. Just as we have had a rolling schedule of opening
one mall per year in the past four years, now one by one these malls
will enter adolescence. This is always an exciting time of change which
should bring improved results.

In our home market, | expect our rental properties to perform not unlike
the year just reviewed.

| am gratified that over the years, this letter has received a warm
reception from shareholders. As my faithful readers know, this
Company has in the past two to three years undergone a tremendous
management upgrade. | have been working closely on it with our
Managing Director Philip Chen and | firmly believe that today we have
a much better team which is prepared to tackle new realities. Yet more
needs to be done.
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We catch the right timing to sell the residential units of The Long Beach during the year
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Consider this: we are now a fast growing multi-location company. Since
late 2010, our investment portfolio has grown from 13 million square
feet to around 23 million square feet, and total rents received have
risen from HK$4.8 billion to HK$6.6 billion. We used to be in two cities,
now we are in five and will add one per year for the coming few years.
To execute the construction and then leasing and management of the
added space will require not only an expanded but also an improved
team. Coupled with the aging of long-serving senior executives, we have
out of necessity gone through a management rejuvenation process.
A number have retired, and more have been hired and will be hired.

Philip and | did not for a moment underestimate the difficulties
associated with such an exercise. Indeed the process could be painful
at times. Nevertheless | believe that the most challenging part should
be behind us. There is still the need to add to the squad especially as
new projects like Wuhan are brought on board. All these efforts should
enable us to realize the potential of the excellent strategy put in place
by Philip’s predecessor. | am encouraged by what has been done and
look forward to seeing better days ahead. There will always be market
fluctuations like the lull of late, but as long as our strategic direction is
proper and our management team is prepared —and now we have both
in place — our future should be bright.

Ronnie C. Chan
Chairman
Hong Kong, January 23, 2014
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Our properties are designed by outstanding architects from leading international firms. It is our

insistence on the highest standards of design that results in properties which are not only aesthetically
pleasing, but are also crowning achievements of form and function.
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Olympia 66, Dalian
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Top honor in 2013 Cityscape Awards for
Emerging Markets in the category of
Retail Project Awards — Future
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Spring City 66, Kunming

(Shopping Mall and Office)
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Precertification under the Leadership in
Energy and Environmental Design
(LEED) for Core and Shell Development —
Gold Level issued by the U.S. Green
Building Council
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Center 66, Wuxi
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Commercial Building Design Excellence
Award (Mall Category) at the 15" China
International Real Estate Architectural
Technology Fair
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Parc 66, Jinan
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2013 VIVA (Vision, Innovation, Value and
Achievement) Best-of-the-Best Award for
Sustainable Design and Development
bestowed by the International Council of
Shopping Centers
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The We Do It Right principle continued to be a guiding force for Hang Lung Properties
during the year. Despite challenges in the property market, we remained committed
to building quality properties in the right locations and creating world-class mixed
development projects.

—E-—=ZFRN BMEETENREYE In 2013, steady rental turnover from both our existing well-managed
MARFREIED - 2MHE/RME S Y portfolio and new developments contributed to the impressive results
A B AEEIRHEIESBELSE  BIREA  weachieved. This enabled us to deliver yet another year of stable growth

RE—EBEZRNFE © for our shareholders.
HEWA &8/ REARES WA D #H
Rental Turnover Hong Kong/Mainland China Rental Turnover Split
BEERT B
HK$ Million %
BETT
$6,638 iion .
47 %
— 6,000
— 80
— 5,000
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— 4,000 e
Commercial o
; 53%
T/ MR —40
Office and
— 2000 Industrial/Office
B EERFEAM -
Residential and H FERH
— 1,000 Apartment Mainland China
N =35 n &%
—0 Car Park —0 Hong Kong
2009/ 2010/ 2011% 2012 2013 2009/ 2010/ 2011#* 2012 2013
2010 2011" 2010"  2011"
N HESNAZTHIEMERFE # BN T ——F+_A=+—HI+=fEA
Financial year ended June 30 Restated to 12-month period ended December 31, 2011

32 jEEmESR2AE HANG LUNG PROPERTIES LIMITED 2013 43R ANNUAL REPORT



ERBBRR/RABBNALT—R=TN\BET"
b E—EMBREREERAD 2 -t &
REENREMER T _FARBERE
Lo BREGERAENTRES ZTNE
BELTRERETERT BREAMNTRED
ZTNEBE—T—A=Il-

MEHE
HE-_T—=F+-A=+—HL1L+=M@
AEA SEMEHEZLERHE S
AREZERFFERBIIER - MDA
ERIEEENYENTE  BRANHESIK
AMEE&EFBEREERE 2T
SREEBE R+ ANE=ZFTNABETIE
BMA+=FB=-F B8 - B8BMs ' ™
EHRILIBREE D 2N - BEHESEEF
BEEDZNT -

REMFEERZ KD

Area of Investment Properties by Business Segment

R+=—A=+—8 At December 31
FEHK
’000 sq.m.

2,500

2,059,000

— 2,000

2009 2010 2011 2012 2013

7
X K
R
et
AN
NS
&
&
(=11

Total turnover was HK$9,138 million, up 24% from the previous
financial year. As there was insignificant gain on disposal of investment
properties compared to 2012, underlying net profit attributable to
shareholders was down by 18% to HK$5,050 million, while earnings
per share fell 18% to HK$1.13 as a result.

PROPERTY LEASING

We continued to enjoy solid rental turnover and operating profit growth
in our core business of property leasing for the 12-month period ended
December 31, 2013. Rental turnover and operating profit both rose
12% to HK$6,638 million and HK$5,326 million, respectively, when
excluding the impact of the discontinued operations. Overall, both
increased by 9% year-on-year. Overall rental margin was 80%.

REYVXEE 2D o
Area of Investment Properties by Geographical Location
MN-Z—=F+_-_A=+—H At December 31, 2013
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Hong Kong

Rental turnover and operating profit generated from our Hong Kong
investment properties were up 10% and 11% to HK$3,112 million and
HK$2,643 million, respectively, on a comparable basis. Overall, rental
turnover and operating profit rose 3% and 5%, respectively, compared
to a year ago.

In 2013, the property leasing business in Hong Kong contributed 47 %
to the Group’s total rental turnover.

Mainland China

Although economic growth on the Mainland was relatively moderate
in recent years, Hang Lung continued to achieve stable growth in
this market, with total rental turnover rising to HK$3,526 million, up
14% from the previous year, and operating profit increased by 13% to
HK$2,683 million.

2013 ¥ ANNUAL REPORT



AEEET—EFHEE — BEHWNERE
B R-E-=FhARBRNELTE
BoZNth B=ZEAEEHNHESK
ANEAELETEEST -

B-ZTETFRVE - LENERESN
BEEBREES —BASEENTRET - W
EFANELEERERBEES ZNT
N %ﬂiqﬁz)\iﬂﬁﬂ Z/\j:/%%__f’/\
BOT&T-

EENmAERESOF2EEL - B
ERBADZN TN ERIERESETK
BEEENH®R RESREFPHES A
ERBADZNTN -

MFM$ééaﬁﬁmE@F%'Eiﬁ
HEMBREY  HelWAMAETs Z—
BE=ERTEEET
PEAMYEREEFRFERR  BER
SEHEeWABENE 2T = -

LERSRENERES -

R T AR BERERAME FHR
The newly opened Center 66 underscores the Company’s commitment to upholding the highest
standards of excellence in architectural design and location choice
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One of the Group’s new developments, Center 66 in Wuxi, opened in
September 2013 with 95% occupancy rate, which accounted for a
rental turnover of HK$77 million in the first three months of operation.

Plaza 66 and Grand Gateway 66, which have been part of the Group’s
strong foothold in Shanghai since the early 2000s, recorded stable
occupancy rates at 96%. Rental turnover from these properties
amounted to HK$2,640 million, up 6%.

In Shenyang, Forum 66 was almost fully let, with occupancy rate
recorded at 99%. Palace 66 is now reshuffling the tenant mix after the
completion of the first lease term, with occupancy rate recorded at 88%.

In Jinan, the capital city of Shandong Province, Parc 66, in the course
of tenant reshuffle, recorded a slight increase of 1% in rental turnover
to HK$367 million.

Following the expansion of our mainland China operations, this side of
the business now accounts for 53% of the Group’s total rental turnover.

AR B
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PROPERTY DEVELOPMENT

In September 2013, the Group reached a milestone in its development
with the grand opening of a new landmark shopping mall — Center 66
in Wuxi, Jiangsu Province. It is now home to more than 250 world-class
tenants bringing an all-new shopping and leisure experience to the
public in Wuxi.

Center 66 is strategically located in the Yangtze River Delta for tapping
into the enormous potential of mainland China’s most dynamic
economic region. Situated in the heart of the city’s central business
district, Renmin Zhong Lu in Chong’an District, the mall of Phase 1
has a gross floor area of 118,135 square meters, excluding the car
park areas. In addition to the shopping mall, the first phase of this
development will ultimately comprise two Grade A office towers that are
due to be completed in stages from 2014.

On November 19, 2013, the Group held a groundbreaking ceremony
in Wuhan for Heartland 66, a new commercial complex that marks
the Group’s first entry into central China. Located in the commercial
and business heart of Wuhan, Heartland 66 is a showcase of modern
architecture blending the best design elements of East and West. The
project is the Group’s 10" development on the Mainland and will be its
flagship property in this part of the country when completed in phases
from 2019.

Another upcoming shopping mall development, Riverside 66 in Tianjin,
will have its grand opening in the third quarter of 2014. Pre-leasing of
the mall’s world-class retail facilities has already begun.

A topping-out ceremony of its major structure was held for another of
the Group’s major landmark projects, Olympia 66 in Dalian, Liaoning
Province, on November 26, 2013. When it opens in 2015, Olympia 66
will become the largest commercial landmark in Dalian, occupying a
total gross floor area of around 221,900 square meters (excluding the
car park areas). It will feature a series of interconnected atrium spaces,
with more than 400 shops, a cinema and skating rink.

All other projects under development on the Mainland were progressing
well during the year.
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FINANCIAL POSITION

We continued to enjoy a healthy balance sheet during the year. Cash
and bank balance amounted to HK$34,321 million. After deducting
total borrowings of HK$34,979 million, the Group had a net debt to
equity ratio of 0.5%.

With our strong financial position, we have ample capacity not only to
fund our current development projects, but also to capture any future
expansion opportunities that may arise.

OUTLOOK

Over the years, Hang Lung has evolved into a leading national
commercial property developer with operations across many cities — a
transformation made possible by our deep knowledge of the Mainland
property market and our focus on quality designs. This, along with our
financial strength, has enabled us to overcome the impact of the recent
market slowdown and to capitalize on opportunities for acquiring land.

In Hong Kong, we have an outstanding portfolio of properties in
excellent locations that allows us to attract and retain high quality
tenants. We also periodically refine our tenant mix, upgrade our
properties and run regular promotional campaigns in order to maintain
the attractiveness and profitability of our properties. In addition, we
closely monitor the residential market and release residential units for
sale at the most opportune time.

In Tianjin, Riverside 66 will open in 2014. Other projects in mainland
China, all of which carry our renowned “66” brand name, are
progressing well as planned and will come on stream over the next
few years.

As a result of the continuing progress we have made in the past year, we
are confident about our long-term development prospects both in Hong
Kong and on the Mainland, despite the economy is full of challenge for
the year ahead.
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Through thoughtful consideration, tenant mix optimization and vigorous
asset upgrades, Hang Lung further strengthened the overall performance
of the Hong Kong portfolio and succeeded in generating stable growth
despite the uncertainties in the economy.

FERN - BFBINEMEMERMYETKIE Government measures to cool down the property market suppressed
WOETERSABRMTIR - SEHIEE(E property transactions in the year and discouraged owners from selling
ODREBEMHEDETEHFPREERIEAK  their properties. This, in turn, affected consumer sentiment and the
T sales performance of some of our anchor tenants.

R BTIETESLRBEAEHNIEE XY Nevertheless, the occupancy rates of our retail and office properties
FARBEEL : 98 Z2@A9 21T/ \KEKE both increased by two points to 98% and 96%, respectively.
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Kornhill Learnscape, which provides a comprehensive offering

of interactive educational programs for children, continues to be
welcomed by parents. It attracts large number of visitors, bringing
increased footfall and business to tenants

With positive rental reversions during the year, we achieved growth in
rental turnover and operating profit by 10% to HK$3,112 million and
11% to HK$2,643 million, respectively, when excluding the impact of
the discontinued operations. Overall, rental turnover and operating profit
rose 3% and 5%, respectively, compared to a year ago.

For 2014, we expect sustainable growth in tenant sales and rental
turnover despite the predicted economic uncertainty. We also believe
that the prime locations of our commercial and retail properties,
together with our continuous efforts to improve our tenant mix and
service quality, will have a favorable impact on our growth picture in the
year ahead.
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COMMERCIAL

Despite the slow market growth in 2013, rental turnover of our
shopping mall business increased 7% to HK$1,726 million. The overall
occupancy rate also recorded a rise of two points to 98%.

The Peak Galleria has been performing well after Chow Tai Fook, Sa Sa,
Coach and Tommy Bahama joined the mall. These businesses not only
contributed to our strong rental situation, but also increased sales within
the mall and improved the overall shopping experience.

What's more, bringing in stores with a unique local story such as Hong
Kong Trams Station, Cookie Galerie and Tai Cheong Bakery increased
media exposure for the mall and strengthened our Love Hong Kong
Style branding. To maximize the potential of its unique location, The
Peak Galleria joined with the Peak Tower and the Hong Kong Tourism
Board for the first time to organize the Twinkle Twinkle Wishing Star
Christmas event, which was well received by the public.

Supporting our vision to reshape Fashion Walk as a “distinctive lifestyle
destination” for affluent and sophisticated fashion or food lovers
and trendsetters, progressive tenant mix improvements continued to
take place in 2013. New brands such as COS, Francfranc and King
Ludwig German Restaurant have been introduced and they were all
well received by our target customers. Novel pop-up stores including
droog and GumGumGum, complemented with a bustling schedule of
promotional activities and social media efforts, further engaged shoppers
with our area brand and injected exciting energies into Fashion Walk.

A lease agreement was signed with H & M Hennes & Mauritz AB
(H&M), one of the world’s largest fashion retailers, which will open its
first Asian and the biggest global flagship store at Hang Lung Centre
in the summer of 2015. This will undoubtedly add to the strength and
attractiveness of our retail portfolio in Causeway Bay, reinforcing the
transformation of Hang Lung Centre and Fashion Walk as a retail and
entertainment hub in the district.
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—ZFTRRABD AR - IMAER T -HFEE
Grand Plaza in Mongkok finished most of its interior renovation in 2013 and will have a new fagade in 2015

Kornhill Plaza remained almost fully let throughout the year of 2013.
This was in large part due to a major upgrade of the mall’s restaurant
businesses in 2012, as well as various promotional functions and
activities that enhanced the shopping experience of customers. As
a result of these promotions, the mall was able to improve sales
performance and achieve remarkable growth.

The interior renovation of Grand Plaza was mostly completed during
the year, which contributed to an outstanding rental turnover growth
of about 22%. Work is now proceeding to complete the facade, which
is scheduled for completion in the first quarter of 2015. Further
improvements in the tenant mix are planned for the year ahead, with
new duplex shops becoming available in the future.

The growth in tourism numbers, particularly of mainland Chinese
tourists with medium range of spending power, will continue to be a
dominant theme in the coming years. Our positioning of Grand Plaza
is designed to match the profile of this important group of customers.
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We completed a tenant reshuffle at Amoy Plaza during the year,
replacing the original F&B tenants with young and energetic fashion
brands and cosmetics retailers who have the ability to pay higher rents.
Together with the satisfactory rent reversion rate upon tenancy renewals,
the overall rental turnover increased by 9% in the year. Another major
tenant upgrading plan is currently making good progress, which we
believe will further contribute to higher sales growth in the mall.

OFFICE AND INDUSTRIAL/OFFICE

During the year, we increased total rental turnover in our office and
industrial properties by 10% to HK$983 million on a comparable basis
and maintained a high occupancy rate of 96%.

At the Standard Chartered Bank Building, the office units have been
fully let since October 2012. We have also leased all the shops in
the commercial podium of the building. Among the new tenants
acquired during the year were Escada, a luxury fashion brand with
many loyal and upscale customers, and Mott//32, a modern high-end
Chinese restaurant.
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Opening in the first quarter of 2014, both tenants will enhance the
building’s image as a Grade A office tower in the central business
district. They will also create greater synergy with other shops in this
exclusive area of Hong Kong.

Our major tenant, Standard Chartered Bank, set up its first digital
branch in Hong Kong at the Standard Chartered Bank Building.
Featuring a stylish facade with a giant TV, the digital branch brought a
completely fresh look for the building.

The rental situation in the central business district softened in the past
year, following a year of aggressive expansion by international retailers
along Queen’s Road Central in 2012. They are now looking for less
prime alternatives in the area, due to high rents on Queen’s Road
Central and a lower-than-anticipated sales performance. Against this
backdrop, we expect stable income growth for our commercial and
office leases in the Standard Chartered Bank Building in the year ahead.

A new F&B tenant, Duddell’s, which was just awarded a Michelin
One Star, has been introduced within the Shanghai Tang premises at
1 Duddell Street in 2013. Overall our strategic leasing and marketing
initiatives aiming to strike a balance between pure office and non-office
tenants succeeded in generating moderate growth among the buildings
in the portfolio of Duddell Street. Taking advantage of the coming lease
expiry, we are also planning for a tenant mix upgrade in the commercial
segment of Printing House and Baskerville House, which will also help
to enhance the overall shopping environment of Duddell Street and
bring a synergy effect to existing tenants.

The educational concept of Kornhill Learnscape at the Office Tower
of Kornhill Plaza has been well-developed and has gained a good
reputation in the community, creating a synergy effect with the shopping
mall by attracting more shoppers, maximizing the business potential of
the whole portfolio.

Rental turnover of Office Tower One of Grand Plaza recorded steady
growth in 2013. This was attributable to the medical and beauty
trades which have a higher rental affordability compared to tenants
of pure office use. We will continuously enhance these theme zones
by upgrading the hardware as well as the professional management
services to our tenants and customers.
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FERRBXEFT RESIDENTIAL AND SERVICED APARTMENT

ER - ROANTERRBRAEMHEETE  The overall occupancy rate of our residential and serviced apartments
HETE—EEEEES 2+ {BF  dropped by one point to 74%, but total rental turnover during the year
S ABEEERF Y 2 — 28 &)\ still recorded an increase of 1% to HK$285 million.

FTHEET -

BRREY R ZRME DN
GEOGRAPHICAL ANALYSIS OF HONG KONG INVESTMENT PROPERTIES

MW+=HA=+—H At December 31

RIS E S
(FEHXK)
Total Gross Floor Area®
('000 sg.m.)
2013 2012
=) Hong Kong Island
PIRNEE Central and Admiralty 51 51
R T Causeway Bay and Wan Chai 92 92
EtaM 8 Es Kornhill and Quarry Bay 134 134
INEYSESTIE, The Peak and Mid-Levels 47 47
BEEE Hong Kong South 12 12
k-3 Kowloon
it A Mongkok 140 140
KPE KR FENEE Tsim Sha Tsui and West Kowloon 88 88
SEANBE Ngau Tau Kok and Kwun Tong 76 76
R E KR Cheung Sha Wan and Kwai Chung 9 9
FEN Total 649 649
* BIEEES ZEEERE
Including gross floor area of car parks
BEEBREVEZRED N
SEGMENTAL ANALYSIS OF HONG KONG INVESTMENT PROPERTIES
HE+=-A=+—HIFJE For the year ended December 31
ﬁ%’fi@\@% MU A A=
(FF7K) (BEBEET) (Bot)
Total Gross Floor Area Rental Turnover Occupancy Rate
('000 sg.m.) (HK$ Million) (%)
2013 2012 2013 2012 2013 2012
P AR Commercial 246 246 1,726 1,609 98 9
WRER Office and
T% /%R Industrial/Office 169 169 983 1,005 96 94
FENERT Residential
and Apartment 68 68 285 282 74 75
(B Car Park 166 166 118 120 N/A N/A
st Total 649 649 3,112 3,016 94 92
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We build top quality residential properties in prime locations and take
a highly disciplined sales approach to optimize value. As a result, our
properties are normally well received in the market.

In 2013, however, the property market slowed down due to the
uncertain global economy and the Hong Kong government’s cooling
measures, which caused a drop in the number of buyers from mainland
China and overseas.

Total proceeds generated from the sales of The Long Beach, The
HarbourSide and AquaMarine in 2013 amounted to HK$2,500 million,
up by 96% compared with the previous financial year.

THE LONG BEACH

With a prime location in southwestern Kowloon, The Long Beach is a
high-end residential complex with a total of 1,829 units in eight towers.
Distinguishing features include a unique wave-like design, spectacular
sea views and a best-in-class clubhouse with four stories of luxury
facilities and recreational services.

In 2013, we sold 267 units and the profit margin on the total sales of
HK$2,417 million was 60%.

THE HARBOURSIDE

Soaring above Kowloon Station, The HarbourSide is a prestigious,
top-end residential development in a prime location in southwestern
Kowloon.

The complex has a total of 1,122 units in three connected towers, with

sweeping 180-degree views of Victoria Harbour, an ultra-modern design
and contemporary lifestyle facilities.

During the year, one unit was sold with total proceeds of
HK$53 million.
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The Long Beach provides a total of 1,829 high-end residential units

BEYEIE23-39 23-39 BLUE POOL ROAD

[EE4EiE23-39 | = EMAEEM SR 23-39 Blue Pool Road in Happy Valley is a luxury development in a

e HwEEEEL T/ \BRTFEST K- prime location, covering a site area of 7,850 square meters. It was

ZIEERESER#sBEESEHe (s8R NMIRE  awarded a Gold Level certificate under the Leadership in Energy and

e hEBRE — FF | e ERE LR Environmental Design (LEED) for Homes launched by the U.S. Green

BEPEHSANEEER LRSS TR Building Council. So far, it is the largest project in China to gain the

R EEEMER o certification and the first project in the world registered under the
International Pilot Scheme.

HEIR S —=F%5+EFRELEAE  The project also gained a Certificate of Excellence in Architecture (Best

o RS EEAREREERERE - Residential) in the professional category at the 10" Perspective Awards
in 2013.
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We have maintained our commitment to the highest quality standards in construction and management

services. This commitment has enabled us to rise above our competitors in mainland China and inject
new energy into the retail industry to bring local citizens a dynamic lifestyle, shopping and leisure

experience.
PE ALY ER

MAINLAND CHINA PROPERTY DEVELOPMENT
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In the 1990s, Hang Lung became one of a few Hong Kong property developers to
establish a presence in mainland China’s property market. Our focus has been

to build world-class commercial complexes and iconic landmarks, designed by
leading architects, for long-term investment.

i
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i1

EHGHERESR T —=FNA T+ BEAHE
Center 66 in Wuxi celebrates its grand opening on September 16, 2013
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Despite the moderate economic growth in the Chinese economy in
2013, our property leasing business in mainland China still recorded a
solid performance. Contributing to this was the steady performance of
the existing portfolio, together with the full year impact of Forum 66 in
Shenyang which commenced operation in September 2012, and the
new mall, Center 66 in Wuxi, which opened in September 2013.

The total rental turnover of property leasing in mainland China in 2013
was HK$3,526 million, up 14% from the year before.

HEWA

Rental Turnover

M 3 52 HET
HK$ y Million
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The award-winning Summer in Paris campaign of Plaza 66, Shanghai brings the trendiest Parisian-style shopping experience to shoppers
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PLAZA 66, SHANGHAI

Rental turnover of the mall of Plaza 66 increased by 6% to HK$772
million, mainly attributable to positive rental reversions during the year.

Despite the government’s policy and control on gifting, which affected
the sales performance of certain trades such as watches and jewelry,
retail sales of Plaza 66 recorded just a slight decrease, attributable to
the satisfactory performance of the mall’'s luxury flagship stores and
fashionable designer labels.

In the retail market as a whole, sales decreased as some affluent
shoppers began spending their money overseas to take advantage of
the strong RMB, while mass consumers focused more of their spending
on travel.
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In November 2013, Plaza 66 welcomed the Chanel Plaza 66 boutique
on its re-opening after a refurbishment and expansion program. The
new 800-square meter two-story boutique provides an elegant and
timeless Parisian shopping experience for customers in Shanghai.

As part of Plaza 66’s ongoing repositioning and trade mix reorganization,
new brands were introduced to the mall, including Berluti, Emilio Pucci,
the first Repetto store in Shanghai, as well as new specialty restaurants
and lifestyle cafés. Existing international fashion labels also achieved a
satisfactory sales performance during the year.

To increase sales, we held a number of promotional activities such as
the Summer in Paris campaign. This event not only attracted shoppers,
but also received the Gold Award of Spatial Display from the Shanghai
Municipal Commission of Commerce and Shanghai Commercial
Association.

In 2014, trade mix refinement will be carried out continuously to
enrich shoppers’ experience and excitement while more F&B outlets
will be introduced, aiming to provide an attractive offering to shoppers.
Strategic marketing campaigns will also be launched in order to
reinforce the luxury positioning and sales turnover of Plaza 66.

Despite new supply in the market, the office towers of Plaza 66
continued to enjoy a high occupancy rate. Rapid tenant replacements
also proved that Plaza 66 is a desirable landmark development in the
central business district of Shanghai. New tenants during the year
included Fangda Partners and VIP, a law firm and an e-business
company, respectively.

The office towers have also been enjoying favorable rental reversions
and stable revenue growth as a result of steady demand by new and
existing tenants. Rental turnover during the year was HK$800 million,
up 7% from the year before.

Planning for the renovation of the two office towers is underway, which

will help us stay at the forefront of the market as new office buildings
come on stream in Puxi district.
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The opening of a luxury brand store at Grand Gateway 66 attracts a large crowd of customers

BEERES « L

BEDBRE  BEERESN-T—=
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ANTFNEETL -

FA - BEN_EZREHE X5+ E
B RERAE BiEE22 (Mae) s £2
(Sandro) * Red Valentino }% & & (Diesel) ©
BEE (MCM) R— 28 /EHEEEA - 7§
EZERRT S KL -

K2 E (Eland China) #1&ESH) 2 H1E
BES  MAEERESMERNERES
BRE R_E—=FTHREBEERRE
BREEAL -

GRAND GATEWAY 66, SHANGHAI

Despite the softening economic environment, rental turnover at Grand
Gateway 66 increased 6% to HK$1,068 million in 2013.

During the year, a total of 17 international brands including Maje,
Sandro, Red Valentino and Diesel opened their doors following our
second floor renovation. MCM also set up one more shop on the second
floor after the success of its store on the first floor.

Eland China, which already has a presence at Palace 66, Forum 66 in
Shenyang and Parc 66 in Jinan, leased five units at Grand Gateway 66
in 2013.
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In the retail market as a whole, competition intensified with the opening
of new malls in Shanghai. Other factors putting pressure on the market
included luxury brands holding back on their expansion plans for Asia,
reduced marketing budgets, and the rise of on-line shopping.

Nevertheless, some positive trends emerged during the year. The global
economy showed signs of recovery while average income in mainland
China increased, which will give consumers greater spending power and
ultimately support the growth of the retail tenants in Grand Gateway 66.

We expect both retail sales and rental turnover to continue to grow
in 2014, based on the performance of our existing tenants during
the review period. Grand Gateway 66 in the year ahead will continue
to support tenants and invest in various marketing and promotional
activities, while also launching a VIP program and renovation program
in order to maintain the leading position of the mall in the mid- to high-
end luxury market.

PALACE 66, SHENYANG

Commenced operation in 2010, the mall was in the process of a large
scale tenant mix reshuffle in 2013 after the completion of the first lease
cycle. As a result, rental turnover for the year slipped 2% year-on-year
to HK$160 million.

S ERBESHENBYOTISHREERS - RISEHSIERBITER P L8 EL

Fabulous marketing programs are held at Palace 66 to upkeep the mall’s positioning as a fashion and lifestyle center
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With the opening of the international lifestyle brands and trendy fashion
zones on the first floor of the mall, we attracted new tenants such as
Juicy Couture, BMW Lifestyle, Aape, Mandarina Duck, CHOCOOLATE,
and Monki, leading to an increase in retail sales.

Starbucks, Pacific Coffee and a teahouse were introduced to the mall
for creating a relax and stylish shopping ambience. A series of creative
advertising and promotional campaigns further contributed to the mall’s
growing popularity. Additionally, the completion of road works in August
2013 helped to increase footfall gradually during the year.

In the year ahead, we will continue to upgrade the trade mix by bringing
in affordable luxury brands, fast fashion brands, more F&B outlets,
and lifestyle-oriented services such as a yoga & fitness center. The
mall's positioning as a fashion and lifestyle center targets to attract
more customers, especially from the young age group. With enhanced
tenant mix, we are confident that rental turnover of Palace 66 will
grow satisfactorily.

PARC 66, JINAN

Since opening in Jinan in 2011, Parc 66 has optimized its unique
positioning in the local market as a trend-setting fashion and lifestyle
shopping destination. In 2013, trendy brands introduced by Parc 66 for
the first time in Jinan included Ed Hardy and Tony Studio, and popular
fashion brands J.Lindeberg, Masfer.Su, d’zzit and imi’s also chose to
open their flagship stores here. These tenants have been well accepted
by the market and are enjoying healthy sales turnover. Existing brands
such as Massimo Dutti, Muji, Pierre Balmain, Armani Jeans, Coach,
Juicy Couture, and the upscale supermarket Ole’ also recorded a
satisfactory sales performance during the year.

A variety of marketing campaigns was held to provide a favorable
business environment for our tenants, as well as to give our customers
an all-round shopping experience. These included shows hosted
jointly with fashion brands in the mall, the flash mob performance as a
celebration of Parc 66's second anniversary, and the Halloween parade,
which succeeded especially in attracting customers from the young
age group.
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Parc 66 holds a program to celebrate its second anniversary
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In 2013, Parc 66 enjoyed steady growth in traffic up to a daily average
of 50,000 visitors. Rental turnover was HK$367 million, up 1% from
the previous year. After the completion of the first lease cycle, a
lower occupancy rate was recorded in the course of tenant reshuffle.
Nevertheless, retail sales of Parc 66 increased 8% during 2013,
which proved the great potential in the Jinan retail market. As a result
of more efficient cost control, the rental margin and operating profit also
recorded increases by three points and 7%, respectively.

In the Jinan market, consumers have strong purchasing power but tend
to be conservative in their spending habits, with the majority still focused
on value-for-money household products. In the year ahead, we will
continue to upgrade the mall by exploring the development of special
theme zones such as international trendy fashion brands, first-in-Jinan
brands and domestic designer brands to provide a more convenient
one-stop shopping environment. We will also continue to organize more
brand promotions with tenants and more creative promotional activities
to boost the overall shopping ambience and the sales performance.
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Diversified marketing events at Forum 66 always include appearances by renowned celebrities
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MCM, a famous German crafts luxury leather goods retailer, has already
opened its first store in Jinan in January 2014. Innisfree, a very popular
Korean cosmetics brand, will also open its first store in Jinan at Parc 66
in February 2014. With this new energy injected into the mall, together
with our continuous effort in upgrading the trade mix and organizing
diversified marketing campaigns, we are confident that retail sales of the
mall will have a more substantial growth in 2014 and achieve the target
of positioning Parc 66 as the must-visit place in Jinan.

FORUM 66, SHENYANG

Since its opening in September 2012, Forum 66 has attracted high-end
international brands which have helped us maintain a high occupancy
rate of 99%.

Through a series of innovative advertising and promotional campaigns,
we have increased awareness of the mall and traffic to it. We have also
maintained close cooperation with tenants on holding co-marketing
events such as fashion shows in the atrium, which have significantly
enhanced the overall shopping ambience.
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Some of the other successful campaigns we have undertaken
included the launch of iButterfly, the first mobile app marketing event
in Shenyang; the Les Champs-Elysées au Forum 66 2013; a series
of Christmas and New Year events; and the premiere of the movie
Firestorm at Palace Cinema with a special guest appearance by
renowned Hong Kong artist Andy Lau.

With the opening of a new metro station connected directly to Forum
66, we expect to attract more footfall to the mall. The Office Tower One,
which is now under construction, is expected to be topped out in 2014.

CENTER 66, WUXI

Although Center 66 has been opened only since September 2013, it has
quickly built a following in Wuxi.

Its early success is based on the mall's high-end positioning, well-
designed shopping environment and convenient location, as well as
an extensive marketing campaign promoting it as a fashionable and
cosmopolitan place to shop.

EZEmmE R T —NEE P RGNIEE RS
More high-end brands will open their doors at Center 66 in 2014
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Destined to become the flagship of our operations in Wuxi, Center 66
lives up to the highest standards of architectural design excellence. The
mall also brings shoppers an exclusive shopping experience with global
brands, F&B outlets, and lifestyle offerings all under one roof. Among
the 250 tenants who have leased premises are CHAUMET, kate spade,
PRADA, Roger Vivier, Valentino, Cerruti 1881, EMPORIO ARMANI,
RIMOWA, TOD'’S and Uniglo, to name just a few.

Although the mainland China government has implemented measures
to rein in the economy, and there has also been an influx of new
commercial projects into Wuxi in recent years, we are optimistic about
the mall’'s prospects. This is because the new subway passageway as
well as the office section of the project will both open in 2014. New
tenants such as Louis Vuitton, Apple, Ermenegildo Zegna, MONT
BLANC, Panerai and Jaecer-LECouLTRE, as well as a number of high-end
F&B brands, are all arriving. Other renowned brands are also paying
keen attention to our mall, opening attractive possibilities for future
cooperation.

RIVERSIDE 66, TIANJIN

In the lead-up to the grand opening of Riverside 66 in the third quarter
of 2014, anticipation has begun to grow among prospective tenants,
consumers, the media and the local government.

We are positioning this new mall as a stylish, trend-setting lifestyle
destination, with outstanding architectural design and quality
management services. As a result of our marketing efforts, we have
successfully signed or secured commitments from anchor tenants, as
well as international fashion brands, F&B outlets and lifestyle retailers.
Some of these tenants are new to the market and will open their first
store in Tianjin.

The trade mix of Riverside 66 will focus on lifestyle luxury and high-

end fashion brands, which can deliver the new, trend-setting shopping
experience we are bringing to Tianjin.
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Riverside 66 is positioned as a stylish, trend-setting lifestyle destination

EEHNERAHEBEREEEA S —MHEME  The grand opening of Riverside 66 will be the most important event for
SHEL o MR IEGTE —RAMHEEES - the Group in 2014, and we are planning a series of marketing activities

PAMRIETIIS S TE B /R Y EAG - to keep expectations in the market high.
REE - BEMITEELEEEE - In the next few years, a number of new mixed-used developments,

B G AE - BE - REAERESE  international office towers, hotels, serviced apartments and luxury
MEERK - RFPITEEIELIBR B AKXZN residences will open nearby. We expect these developments will
BRESIEHBTMEENE R - 448X  contribute a stable and high quality source of traffic for Riverside 66.
EH TSGR EEZ MW EEL  HE Despite the competitive market situation in Tianjin, we are confident that
B ETIERBS I EAIFAZ MM our first-class property management services, creative marketing and
BSEE - AR SBEMRPMAERE  promotional activities will be successful in attracting quality tenants and
BE o consumers in Tianjin.
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SIETAEE BN shEl A S A 2 55 4
Mainland China Rental Turnover Mainland China Rental Turnover by Business Segment
R-Z—=%+—-"A=+—H At December 31, 2013

BEEET
HK$ Million
— 4,000 _
' e
$3,526 wiliion
— 3,500

— 3,000
W 75

— 2,500
— 2,000
— 1,500
— 1,000 .
LN
o, Office
50 77%
B FE5
Car Park
—0

Commercial
2009/ 2010/ 2011* 2012 2013
2010"  2011"

N BEANASTHIEMBEE * B ZE-—F+-A=+—HIET={EA
Financial year ended June 30 Restated to 12-month period ended December 31, 2011

PERBIREYE ZIREDN
SEGMENTAL ANALYSIS OF MAINLAND CHINA INVESTMENT PROPERTIES

HZE+-A=+—HI-%FZ For the year ended December 31

IR ik ON L=
(FFFHK) (BEEET) (Bok)
Total Gross Floor Area* Rental Turnover Occupancy Rate
('000 sg.m.) (HK$ Million) (%)
2013 2012 2013 2012 2013 2012
aks Commercial 674 556 2,696 2,305 93 97
LN Office 160 160 786 734 95 98
(=) Car Park 576 460 44 43 N/A N/A
45T Total 1,410 1,176 3,526 3,082 93 97

# BIEHE MK 2 EEEE
Including gross floor area above and below ground
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PEAMIREERERPREY R 2R
GEOGRAPHICAL ANALYSIS OF MAINLAND CHINA INVESTMENT PROPERTIES AND
INVESTMENT PROPERTIES UNDER DEVELOPMENT

R=ZZF—=%+=A=+—H At December 31, 2013

RIEMEAE
(FFEAHK)
Total Gross Floor Area”
('000 sgq.m.)
rREYE Investment Properties
tiE Shanghai
TREER Xuhui District 165
HZE Jing'an District 273
B Shenyang
EER (REE) Shenhe District (Zhongjie Lu) 181
EiE (BFEAE) Shenhe District (Qingnian Da Jie) 301
ydea) Jinan 256
45 Wuxi
SLEm (ARFRE) Chong'an District (Renmin Zhong Lu) 234
@t Total 1,410
BRAREYE Investment Properties Under Development
&S Shenyang
wEAR (BFEARE Shenhe District (Qingnian Da Jie) 759
&5 Wuxi
=L@ (ARPE) Chong’an District (Renmin Zhong Lu) 145
=L@ (BEK) Chong’an District (Jiankang Lu) 109
PN Tianjin 153
KE Dalian 222
B Kunming 434
HE Wuhan 460
st Total 2,282

* BEME KR 2 EEEE
Including gross floor area above and below ground
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SETEFERIMER S —EMEEE — XRENBEESHRE=F
BERE  SneskfNEERESFR _Z—HENS—K2E -
In the third quarter of 2014, one of the highlights for our property

development business will be the grand opening of Riverside 66 in Tianjin,
another iconic landmark in northeastern China.
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RIVERSIDE 66, TIANJIN

Riverside 66 is strategically located in the heart of Tianjin on a prime
site on Heping Lu, one of the “Ten Most Famous Commercial Streets
in China”. With 152,800 square meters of world-class commercial
facilities, this landmark development will be one of the longest shopping

malls in China.

Riverside 66 has been widely acclaimed for its innovative design,
including the 2010 AIA New York Chapter’'s Design Awards — Unbuilt
Category from the American Institute of Architects (AIA) New York
Chapter. Other recognitions included the MIPIM Architectural
Review Future Project Awards 2007 — Retail and Leisure award, and
Precertification under the Leadership in Energy and Environmental
Design (LEED) for Core and Shell Development — Gold Level
issued by the U.S. Green Building Council. Pre-leasing and other
preparation works are now in top gear for the grand opening in
the third quarter of 2014.

KRR IEREE

5 BESE& T AR O B R0 T B
Riverside 66 is located in the heart of Tianjin on Heping Lu

68 iEEEASR AT HANG LUNG PROPERTIES LIMITED

2013 ¥ ANNUAL REPORT



BRESE R = «
“E-ZFAATAR  RTHE &S
B ES (—8) BYESRTT B
MEARER  ERRAEERNRIZA
MR RF O EESAR -

EEEREBYERSLEESHROBE
SLBARPIE - BZRBENR _-T—HF
D HERKEMEFR AR ABERN HA
BEEEEBE_TARE_TLAFIR (D
BIEFESEE)

HE—HUBEARDERE®  £8%5 B
JEERBABAN—F » BREE—HE
i BRABHTROMERRARANT
EMBERILAR -

"

L]

-
¥

=

EHHERESERERME - SETREIFLNEDER

%

il S 4
RN
K
AR

AN

&1
(el

CENTER 66 — PHASE 1 & PHASE 2, WUXI

On September 16, 2013, we held a grand opening ceremony for the
shopping mall in Phase 1 of Center 66 in Wuxi, Jiangsu Province, our
latest commercial complex project in the affluent Yangtze River Delta
region.

This world-class shopping mall is conveniently located in Wuxi’s central
business district on Renmin Zhong Lu in Chong’an District. With a gross
floor area of 262,700 square meters (excluding car park areas), the
shopping mall will also feature two Grade A office towers that are due
for completion in phases from 2014 onwards.

Phase 2, just south of Renmin Zhong Lu, will offer commercial facilities
as well as a hotel and serviced apartments. Following its completion,
Center 66 will be the largest retail and commercial landmark in the
central business district of Wuxi.

1£ﬂé1
e |
ol

Center 66 brings shoppers an exceptional shopping experience with a host of international brands
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FORUM 66, SHENYANG

Covering a total gross floor area of 1,060,000 square meters, Forum 66
is located in Shenyang, the largest city of Liaoning Province.

Opened in September 2012, the shopping mall will eventually be joined
by two office towers rising 350 meters above the city — the tallest office
buildings in northeast China. The low and middle zone of Office Tower
One is expected to be inaugurated in 2015. In addition to the shopping
mall and office towers, Forum 66 will comprise hotels and serviced
apartments.

This complex is strategically located on Qingnian Da Jie, the “Golden
Corridor” which runs through the city center. It is also close to
Shenyang’s most well-known landmarks, including the Liaoning Grand
Theater, the Liaoning Provincial Museum, the Municipal Government
Building and City Plaza. Moreover, a new metro line and station opened
during the year, providing direct access to Forum 66, injecting new
energy into the area and bringing more footfall to the mall.

Built to the high level of environmental standards, the shopping mall
of Forum 66 has been awarded Certification under the Leadership
in Energy and Environmental Design (LEED) for Core and Shell
Development — Gold Level by the U.S. Green Building Council.

T EE RS H A — N — T —MFEEHE
Forum 66's Office Tower One will be topped out in 2014
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Olympia 66 holds the topping-out ceremony of its major structure in November 2013
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OLYMPIA 66, DALIAN

Olympia 66 will be an iconic new shopping, dining and entertainment
complex covering a total of 221,900 square meters in the city of Dalian,
Liaoning Province. Centrally located at Wusi Lu, one of the city’s leading
commercial avenues adjacent to Olympic Square, it is destined to
become the largest new shopping mall development in Dalian following
its scheduled completion in 2015.

This landmark shopping mall has already received wide acclaim for its
unique design that blends both traditional Chinese and modern design
elements. Based on the concept of the auspicious Chinese Tai Chi
twin dancing carps, the design has won numerous awards, including
the MIPIM Asia Awards 2011 — Bronze Award in the category of the
Best Chinese Futura Projects, as well as the highly coveted Best Retail
Architecture in Asia Pacific and Five-star Best Retail Architecture
in China awards in the International Property Awards 2011. We are
especially proud that Olympia 66 outperformed other projects from
across the world to bring home the Best International Retail Architecture
2011 award. The project was also awarded the top honor in the 2013
Cityscape Awards for Emerging Markets in the category of Retail Project
Awards — Future.

As part of the We Do It Right principle, we designed Olympia 66 as an
environmentally-friendly building and received Precertification under the
Leadership in Energy and Environmental Design (LEED) for Core and
Shell Development — Gold Level from the U.S. Green Building Council.
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SPRING CITY 66, KUNMING

In November 2012, we broke ground for Spring City 66, a major new
development for Hang Lung in the city of Kunming, Yunnan Province,
and symbolizing a new chapter in our Mainland operations. We are
developing a complex with a total gross floor area of 433,500 square
meters (ground level or above and B1 commercial area, excluding car
park areas), including a world-class shopping center, a Grade A office
tower and serviced apartments. The project is due for completion in
phases from 2018.

Spring City 66 enjoys a central location in the business and commercial
heart of Kunming in the core of a new central business district now
being planned. It is on the site of the former municipal building of
the Kunming government, ideally positioned along the intersection of
Dongfeng Dong Lu to the north and Beijing Lu to the west, the two
leading commercial avenues and main thoroughfares in the city.

Metro Lines 2 and 3 now under construction will provide direct access
to Spring City 66 and attract further traffic to the complex.

BN BRERESLETHOBER RIS - HEMF

Spring City 66 enjoys a perfect location in the business and commercial heart of Kunming

72 fEEuEARAE HANG LUNG PROPERTIES LIMITED 2013 %% ANNUAL REPORT



RENBRESN T —=F+— ARTHINKER

%

il S 4
RN
K
AR

AN

&1
(el

Heartland 66 holds its groundbreaking ceremony in November 2013
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HEARTLAND 66, WUHAN

Another important milestone of the new development for Hang Lung is
Heartland 66 in Wuhan, the capital city of Hubei Province.

On November 19, 2013, we held a groundbreaking ceremony for this
new project, our 10" development on the Mainland and one that will
give us a major presence in the central region of the country. Wuhan is a
key transportation hub and a focal point for the nation’s “Rise of Central
China” strategy, allowing us to benefit from its economic development.

As our flagship project for central China, Heartland 66 will be a
showcase of modern architecture and design, bringing together the best
of East and West. It will comprise a world-class shopping mall, a Grade
A office tower and serviced apartments covering a total gross floor area
of 460,000 square meters (ground level or above and B1 commercial
area, excluding car park areas).

Heartland 66 enjoys an ideal location on Jinghan Da Dao in the vibrant
Qiaokou District, the commercial and business heart of Wuhan, with
convenient light rail and mass railway connections. Scheduled for
completion in phases from 2019, the shopping mall is due to be the first
part of the project to come on stream.
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A TEBRERYE

MAJOR PROPERTIES UNDER DEVELOPMENT

R-Z—=%+=HA=+—H At December 31, 2013

BEEEE s
RERE (FFHK) ZERCE
(F7K) Total Gross M TREER Expected
Site Area FERE Floor Area Stage of Completion
b Bh Location (sq.m.)  Main Usage (sq.m.) Completion Date
5B HONG KONG
B Blue Pool Road, 7,850 R 8,585 e e 2014
Wb ERS747 55 IL 5747 Superstructure
& SHENYANG
M ERES Forum 66, 92,065 C/H/O/S 758,800 EE LR 2015
NI Qingnian Da Jie, Superstructure i)
2] [ Shenhe District onwards
i) WUuXI
18EES (—8) - Center 66 (Phase 1), 37,324 ] 144,590 BELE 2014
ARFE Renmin Zhong Lu, Superstructure i
=L@ Chong’an District onwards
1BEES (—8) - Center 66 (Phase 2), 16,767 C/H/0/S 108,980 =HEI
BEE Jiankang Lu, Planning
SRR Chong’an District
RE TIANJIN
1B EE Riverside 66, 42,697 c 152,800 BELE 2014
FMFRE Heping Lu, Superstructure
MFE= Heping District
KE DALIAN
1B ES - Olympia 66, 63,400 C 221,900 BELFE 2015
APYRE - Wusi Lu, Superstructure
PaEE Xigang District
EBA KUNMING
B &S Spring City 66, 56,042 C/0/S 433,500 E T 2018
WA Dongfeng Dong Lu, Foundation F!
BER Panlong District onwards
Iz WUHAN
8 &% Heartland 66, 82,637 C/0/S 460,000 FHEF 2019
TOEKRE Jinghan Da Dao, Planning #e
BOR Qiaokou District onwards

: %% Commercial

DBJE Hotel

CAIE Office

: {£= Residential

S risEAT/ AEUAENE Serviced Apartment

N EMEEREE2EHE

All the above properties are wholly owned by the Group

VOITO
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PROPERTIES COMPLETED FOR SALE
WZZ—=%+=H=+1—H At December 31, 2013
#E #E
BEEER FBEM HiUHE
(EHK) #H No. of
Total Gross No. of Car Park
FERR Floor Area Residential Space
ith Bh Location Main Usage (sq.m.) Unit for Sale for Sale
58 HONG KONG
BERAT The HarbourSide, R 35,729 272 254
@B 1 Austin Road West,
JUBE A ER 1108057 KIL 11080
REE The Long Beach, R 71,585 859 390
YR IRIESSE 8 Hoi Fai Road,
JUEE A ER 1115258 KIL 11152
HFEX AquaMarine, R 1,678 17 494
REXBESSR 8 Sham Shing Road,
M LBE A B 6338557 NKIL 6338
FirIl - Carmel-on-the-Hill, R 286 2 14
PR EOSE - 9 Carmel Village Street,
BB ER 1112258 KIL 11122

R : {7 Residential

N EYELARE2ERE

All the above properties are wholly owned by the Group
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MAJOR INVESTMENT PROPERTIES

R-Z—=%+=HA=+—H At December 31, 2013

HEEERE (FHXK)

Total Gross Floor Area (sq.m.)

BABR
T¥/$BA8  IBREMR BHUKE
Office and Residential No. of
3 22 [ v 5 5 [k Industrial/ and Car Park
It Bh Location Lease Expiry Commercial Office Apartment Space
58 HONG KONG
IR CENTRAL
ENflfT - Printing House, 2848 1,709 5,980 - -
EEFEHEH - 6 Duddell Street,
AT HB EZ 33955 IL 339
EHE=FE15% 1 Duddell Street, 2848 2,340 6,616 - -
NHLER 731058 IL 7310
BERRAT Baskerville House, 2880 1,473 3,379 - -
EWET225% - 22 |ce House Street,
N ER 644557 IL 644
BITIRITANE - Standard Chartered 2854 4,814 23,730 - 16
B ER4-AA 5 Bank Building,
TS EHER 10357 4-4A Des Voeux Road Central,
AR BER Sections A&B of ML 103
S S22 N AT CAUSEWAY BAY AND WAN CHAI
BRI - Hang Lung Centre, 2864 8,777 22,131 - 126
BIiEFE2-205% - 2-20 Paterson Street,
NHBER 524557 K 74955 IL 524 & IL 749
HIEL Fashion Walk, 2842, 2864 31,072 7,935 -
BiEFE - B8 Paterson Street, & 2868
SFaE Houston Street,
hnEd ~ RtEd - Great George Street,
EIITE Cleveland Street, Kingston
B ER 23155 Street, Gloucester Road,
5255 - B ML 231 & ML 52,
4695 ;247058 IL469 & IL 470
Ty Shui On Centre, 2060* - 16,313 - 42
152284 - 15/F-28/F,
B E6-85% 6-8 Harbour Road,
b ER 863355 IL 8633
ERiA (#R0E) KORNHILL (QUARRY BAY)
EACEN Kornhill Plaza, 2059* 53,080 10,577 - 1,069
ERILE1-255% - 1-2 Kornhill Road,
A b EZ 85665 IL 8566
FEEE Kornhill Apartments, 2059* - 35,275 -
FEILE25% 2 Kornhill Road,
A b EZ 85665 IL 8566
*AERETRF
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With an option to renew for a further term of 75 years

EEmEARR AT HANG LUNG PROPERTIES LIMITED
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HEEER (FHK)

Total Gross Floor Area (sq.m.)

BABR
ITE/ Mg EEREM HYHE
Office and Residential No. of
22 & R [k Industrial/ and Car Park
h 2 Location Lease Expiry Commercial Office Apartment Space
&8 @) HONG KONG (continued)
INERESIT]A THE PEAK AND MID-LEVELS
ILTEESS - The Peak Galleria, 2047 12,446 - - 493
WTEE1185% - 118 Peak Road,
T 2P EX35% RBL 3
TEREZE - Nos. 2&3, 2078 & 2886 — - 558 25
2-35REE R Garden Terrace, Block 2,
ELTRB8ASE 8A Old Peak Road,
AHEER 896557 K 28505k 1L 896 & IL 2850
= The Summit, 2047 - - 15,225 54
AIEPEEAICHR - 41C Stubbs Road,
AHEER 88705k IL 8870
BEEE HONG KONG SOUTH
BRE Burnside Villa, 2072 - - 9,212 89
2B 9 South Bay Road,
2B ER 99455 RBL 994
AT A MONGKOK
AP LE—H Argyle Centre, Phase |, 2060 64 - - -
TFHE6S85R - 688 Nathan Road,
JUEEARHBEL 126255 KIL 1262
FER L Grand Plaza, 2060 20,905 31,251 - 40
TRFE6255E 126395k © 625 & 639 Nathan Road,
NEEAHER KIL 10234 &
1023455 & 10246557 KIL 10246
ERAE Hang Tung Building, 2045* - - - 1,000
ERIE1112-11205% - 1112-1120 Canton Road,
JLBE A HEEZ970855% KIL 9708
BRI EH L / Park-In Commercial Centre/ 2044* 7,454 30,205 - 478
K&k Gala Place,
BFT 5658 - 56 Dundas Street,
JUBE B EZ 95905 KIL 9590
FIAERERL Hollywood Plaza, 2047 9,139 17,941 - -
FBGE6105E 610 Nathan Road,
BEHEER 11024 5% KIL 11024
izl Carmel-on-the-Hill, 2050 2,131 - - 11
MEFTEFHE - 9 Carmel Village Street,
NBEARHBEE 1112255 KIL 11122

* AEBETRF

With an option to renew for a further term of 75 years
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EEFEYHE
Major Group Properties

C FEREWE )
MAJOR INVESTMENT PROPERTIES (CONTINUED)

R-Z—=%+=HA=+—H At December 31, 2013

HEEERE (FHXK)

Total Gross Floor Area (sq.m.)

AR
IE/nE  FEREMR HiuHAE
Office and Residential No. of
3 22 [ v 5 5 [k Industrial/ and Car Park
It Bh Location Lease Expiry Commercial Office Apartment Space
&8 @) HONG KONG (continued)
LR K NEE TSIM SHA TSUI AND WEST KOWLOON
L Grand Centre, 2038 3,688 7,198 - -
&M T ES 8 Humphreys Avenue,
BEANMLER KIL 7725 & KIL 8026
77255 % 80265%
R HEE Hanford Fashion, 2037 1,444 4,891 - -
TEHUE221B-E5% - 221B-E Nathan Road,
NBEARMIER 1061957 K KIL 10619 & KIL 8132
81325k
FEX AquaMarine, 2050 22,350 - - 494
TRESFESTR 8 Sham Shing Road,
FTLBE A ER NKIL 6338
63385k
REE The Long Beach, 2050 20,174 - - 390
TSEIESYR 8 Hoi Fai Road,
TLBE A ER KIL 11152
111525%
HTEA NGAU TAU KOK
B RS Amoy Plaza, 2047 49,006 - - 620
HSEAETTH 77 Ngau Tau Kok Road,
HLRE N ER 5357 - NKIL 53, NKIL 1482,
148255 ~ 26605k NKIL 2660 & NKIL 3947
39475k
EARIEHL - Amoycan Industrial Centre, 2047 - 6,547 - -
OB AETR 7 Ngau Tau Kok Road,
BRI ES NKIL 1744
17445%
28 KWAI CHUNG
BETERE - Laichikok Bay Garden, 2047 3,109 - - 172

BHEILEIAL - 1A2 -
5A « 6A N 6B SRR 4
BIE 4D A5 EY
33365%

Shops 1A1, 1A2,
5A, 6A & 6B,

Lai King Hill Road,
Lot 3336 of SD 4

78 iEmmEAR AT HANG LUNG PROPERTIES LIMITED
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Jdin
BEEEE" (FHXK)
Total Gross Floor Area* (sq.m.)
BABR
T/#BniE EERER HUHAE
Office and Residential No. of
22 & R G Industrial/ and Car Park
it Bh Location Lease Expiry Commercial Office Apartment Space
i SHANGHAI
BEERES Grand Gateway 66, 2043 120,000 - - 835
TR 15R - 1 Hong Qiao Lu,
RIEE Xuhui District
BERES - Plaza 66, 2044 53,700 159,600 - 804
R 935 12665 - 1266 Nan Jing Xi Lu,
HE Jing’an District
&S SHENYANG
SERES - Palace 66, 2057 109,300 - - 864
AR 12855 - 128 Zhongjie Lu,
&R Shenhe District
M EREES Forum 66, 2058 101,960 - - 2,139
SEXE Qingnian Da Jie,
VA & Shenhe District
& JINAN
BEES - Parc 66, 2059 171,000 - - 789
RIPE1885% 188 Quancheng Lu,
[N Lixia District
=5 WUXI
1BfEES (—H) - Center 66 (Phase 1), 2049 118,135 - - 1,292
ARAFE - Renmin Zhong Lu,
SR Chong’an District

# B IR R MR 2 S E E AR
Including gross floor area above and below ground
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2013 FINANCIAL RESULTS

On a comparable basis, turnover and operating profit of the Group rose
27% and 22% to HK$9,138 million and HK$6,837 million, respectively
when excluding the effect of investment properties disposed of in the
previous year. Otherwise, overall turnover advanced by 24%, mainly
attributable to 9% growth in rental turnover to HK$6,638 million and
96% increase in property sales to HK$2,500 million when compared
to 2012.

CEXE] EERN

Turnover Operating Profit
ﬂﬁ&@ ﬂﬁ%@
Bt s B s
Change on Change on
g% a comparable 2% a comparable
BEEEL  HKS Million 2013 2012  Change basis 2013 2012  Change basis
MHEFHE Property leasing 6,638 6,098 9% 12% 5,326 4,896 9% 12%
YIZESHE  Property sales 2,500 1,274 96% 96% 1,511 846 79% 79%
peab o) Total 9,138 7,372 24% 27% 6,837 5,742 19% 22%

AL BB RBHERENBELT - £E
WZOER — BAERFEAYEHEE
BoEREEr BELEER 2 HESK
AREESFREEABS 2 T= D5
EEBERTANE=ZT\BELTEREER
T=RZFREBETL BHRZIE—ZFK
HEZREEYSE  BEMEEHSBAR
EERFHRALBRAES ZN °

ERREDZAanNTHRENERSED
ZNT - FEAMKREYEEAKEES
WAREZGNRBZLEDRRADZ
ht=kADZHT -
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Our core business, property leasing in Hong Kong and Mainland
China, continued to achieve solid results against the backdrop of
relatively moderate economic growth. Rental turnover and operating
profit of the continuing operations both rose 12% to HK$6,638 million
and HK$5,326 million, respectively. Due to the disposal of several
investment properties during 2012, overall rental turnover and operating
profit both grew by 9% between the two years.

Average profit margin of the entire investment property portfolio was
80%. Our investment properties in Mainland China accounted for
53% and 50% of the Group’s total rental turnover and operating profit,
respectively.
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Leasing turnover and profit by region is summarized as follows:

B e

Turnover Operating Profit
A AEEER ﬂ@%@
o2 T i R
Change on Change on
24% a comparable % acomparable
BEEHETT HKS Milion 2013 2012 Change basis 2013 2012 Change basis
&g Hong Kong 3,112 3,016 3% 10% 2,643 2,525 5% 11%
fERtt  Mainland China 3,526 3,082 14% 14% 2,683 2,371 13% 13%
W Total 6,638 6,098 9% 12% 5,326 4,896 9% 12%

FETH REFELLEHBNHESHEA
ReFmEh  DREERE I ZTRASZ
T—EBE =t T B8 TEE
“tTARERT=A8T  HERREERT
2HRAHEIRABYENEE A LE
EHFPHEGME - B ERABYENE
HEH EAMBEER > B EAZEAESZ
NTNARBRZATR BT E BB
EBOHESWAREREMNK EFED A
EHBEAZ=RADZE

PEAMREMEEASHESRAREE
BB EABSZ TARBADZ T=E
BE-tRAR-_TRAESTREB -t
BNAT=A&8T  LBXHREER
LERETRERESREFELE UK
BEHNERRSR _T—=FNLAMRE
Y RIERMEREELER -

tEmERESKEEBERES 2HEW
AN DRBREFEERADZERBENZ
N BEBEESNEBYESRE 2
b MERESHNEDR S ZE L X2
BOZNTRN - BERABRNMBARFA
RORBREFREMEREZRHBLEE
W& - ZMERDES 2 TERRNBURE
RE e

Rental turnover and operating profit generated from our continuing
operations in Hong Kong was up 10% and 11% to HK$3,112 million
and HK$2,643 million, respectively. The solid growth was mainly
driven by positive rental reversions and reshuffling of tenant mix in the
Commercial and Office segments; their occupancy rate both increased
by two points to 98% and 96%, respectively. Overall, rental turnover and
operating profit of Hong Kong operations rose 3% and 5% respectively,
compared to a year ago.

Rents and operating profit of our Mainland China investment
properties portfolio advanced by 14% and 13% to HK$3,526 million
and HK$2,683 million, respectively. These pleasing results were
contributed by the steady growth of our operations in Shanghai, the full
year impact of Shenyang Forum 66 and the opening of a new mall in
Wuxi, Center 66, in September 2013.

Shanghai Plaza 66 and Grand Gateway 66 recorded 7% and 6%
rental turnover growth, respectively compared to the previous year.
The Grand Gateway 66 Mall remained fully let while the Plaza 66
Mall reached 96% occupancy. Retail sales of the two malls remained
stable despite a general downturn in mainland luxury goods sales as a
result of government’s anti-corruption and anti-opulence measures on
the Mainland.
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Tenant mix changes were continuing at Shenyang Palace 66 and Jinan
Parc 66 after completion of the first lease cycle since their opening. As
a result, there was higher vacancy temporarily at both properties. Thus
rental turnover of Palace 66 slipped 2% and Parc 66 rose 1% when
compared with the previous year. Notwithstanding a lower occupancy
rate, retail sales of Para 66 and Palace 66 increased by 8% and
9%, respectively.

Shenyang Forum 66, opened in September 2012, recorded a 4% and
15% increase in rental turnover and retail sales on an average daily
basis.

Performance of Wuxi Center 66, which was 3.5 months old at year end
date, was encouraging with rising footfall and retail sales. Occupancy
rate stood at 95%.

Property sales turnover and operating profit jumped 96% and 79%
to $2,500 million and HK$1,511 million, respectively. A total of 272
residential apartments were sold in 2013 (2012: 117 units). The sales
comprised of 267 units (2012: 108 units) of The Long Beach, one
unit of The HarbourSide and four units of Aqua Marine. Average profit
margin of the sales was 60%.

Other income decreased by 98% to HK$36 million from HK$2,153
million because of much fewer disposals of investment properties in
2013. The one-off gain from investment property disposals in 2013 was
only HK$8 million compared to that of HK$2,148 million as recorded
in 2012.
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Net interest income rose 45% or HK$122 million to HK$395 million
compared to the previous year. It was partly due to a higher average
cash and bank balance and partly attributable to the capitalization
of a larger amount of interest expenses relating to projects under
development.

The amount of increase in fair value of investment properties in 2013
was HK$2,482 million, which was similar to that of HK$2,522 million
recorded in the year before. Property revaluation was undertaken by
Savills, an independent professional valuer; the valuation methodology
and capitalization rates used remain unchanged.

With a much lower one-off gain arising from the disposal of investment
properties, profit attributable to shareholders decreased by 14% to
HK$7,212 million compared to the previous year. When excluding the
one-off gain and the effect of the investment properties disposed in the
previous year, profit attributable to shareholders would increase 15%
compared to a year ago.

2013 FINANCIAL POSITION

The Group continued to maintain a strong balance sheet with a high
degree of liquidity and financial resources to meet future capital
commitments and seize new investment opportunities. Net assets
increased by nearly 6% and net debt to equity ratio maintained at a low
level of 0.5%.

The value of investment properties rose 10% during the year to
HK$107,587 million as a result of transferring Wuxi Center 66 mall
from investment properties under development upon its opening in
September 2013 and the 2% gain on revaluation of other completed
properties.
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Investment properties under development comprised several projects
in mainland China including the projects in Shenyang, Wuxi, Tianjin,
Dalian, Kunming & Wuhan. Its aggregate value increased by 24% to
HK$30,478 million principally due to the acquisition of a prime lot of
about 82,650 square meters in Wuhan for RMB3.3 billion and payment
of construction costs in respect of various projects. A new shopping
mall, Riverside 66, in Tianjin is scheduled for opening in the second half
of 2014. Other projects are progressing as planned.

Properties for sale represent the cost of completed residential
apartments available for sale at the balance sheet date. It comprised of
859 units of The Long Beach, 272 units of The HarbourSide, 17 units
of Aqua Marine, 2 units of Carmel-on-the-Hill and the near completion
of 18 houses located at 23-39 Blue Pool Road in Happy Valley. The
amount of properties for sale decreased comparing to the previous year
because of the sale of 272 apartments during 2013.

Cash and bank balances as at December 31, 2013 amounted to
HK$34,321 million, over 92% of which was held in RMB bank deposits.
The RMB deposits provide a natural hedge against the currency
fluctuations of our RMB construction commitments on the Mainland
and earn a higher yield than Hong Kong dollar deposits. After deducting
total borrowings amounted to HK$34,979 million, the Group had a net
debt balance of HK$658 million as at December 31, 2013. The net debt
to equity ratio was 0.5%.
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FINANCIAL RESOURCES AND CAPITAL
COMMITMENTS

In addition to the HK$34,321 million cash and bank balance as stated
above, the Group had committed undrawn banking facilities amounted
to HK$7,981 million at the year end date. The Group also maintained
a Medium Term Note (“MTN”) Program which would enable it to issue
debt securities up to an equivalent of US$3,000 million (approximately
HK$23,290 million), of which the Group had issued a total of HK$7,290
million as at December 31, 2013. The Group could issue a further
amount of HK$16,000 million MTN under the Program if appropriate.
The weighted average remaining tenor of all MTN issued was 8.2 years
(2012: 9.4 years). All MTN was un-rated and issued with coupon rates
ranged from 2.95% to 4.75% (2012: 3.55% to 4.75%) per annum.

Total capital commitments of the Group at year end amounted to HK$49
billion and they were mainly RMB denominated construction costs in
respect of projects under development on the Mainland. Those projects
would take many years to complete. As outlined above, the Group has
ample financing capacity and multiple channels of raising funds to meet
those commitments when they fall due.

The Group will continue to adopt a prudent and sound financial
management strategy to support its long-term growth. With a strong
balance sheet and cash generation capability, the Group is well
positioned to seize new investment opportunities when arise.
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LAND BANK ACQUISITION AND
PROPERTY DEVELOPMENT

Hang Lung Properties has a long-term expansion strategy for mainland
China to minimize the effects of short-term market fluctuations and
government policies. Under this strategy, we have established and
continued to maintain a solid land bank for property development. When
the right opportunities arise, we carefully scrutinize each project or
parcel of land for related risks and returns. These include consideration
and assessment of relevant government policies, the level of local
government support, market demand and conditions, and economic
data as well as infrastructure support in the neighboring area. If these
requirements are met, we will present a proposal to the Board for their
final approval.

When a project is underway, our project team closely monitors its
progress and evaluates and approves any necessary changes to the
design or construction works. Our management also takes part in
supervising projects and conducts regular progress reviews. If changes
are required, management is thus able to make prompt decisions.

Our skilled and professional project team is also responsible for keeping
the Board fully informed through regular and comprehensive reports.

As is the case with any development, cost and quality controls are
essential to a project’s success. This is particularly important when
several large development projects are in the pipeline. Throughout
different stages of a project, management will maintain tight controls
over its cost and the selection of contractors and material suppliers in
order to maintain the high standards of excellence.
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INTERNAL CONTROL ENVIRONMENT

We adhere to a stringent set of internal controls using well-established
guidelines for regular management reviews, segregation of duties,
budgetary controls, limits for various levels of authority, a whistle-blowing
mechanism, Code of Conduct for both staff and trading partners, and
training for staff development.

As part of our commitment to good corporate governance
and transparency, we have clearly defined the responsibilities of
Directors with regard to security transactions and require all executive
staff to submit a signed declaration of compliance with the Code of
Conduct regarding “Transactions in the Company’s Shares” on a half-
yearly basis.

TREASURY RISK

We have made every effort through our treasury policies to mitigate the
various treasury risks to which we are exposed.

(a) Interest Rates and Foreign Exchange

Most of the Group’s borrowings are floating-rate bank loans, which
expose us to movements in interest rates. We closely monitor the
interest rate risks and when appropriate will adopt measures to manage
the associated risks — including but not limited to the issuance of fixed
rate bonds and the use of interest rate swaps.

As our business and investments on the Mainland are conducted
primarily in Renminbi, we manage our Renminbi exchange rate risks
prudently for maximum protection. Our recurring rental turnover in
Renminbi provides a natural hedge for these investments. We also
maintain an appropriate level of Renminbi resources to meet the
Group’s capital requirements for our ongoing projects on the Mainland.

The US Dollar exchange rate risk is considered not significant as our

net exposure to the US Dollar is moderate and the HK Dollar is pegged
to the US Dollar under the prevailing pegged rate regime in Hong Kong.
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(b) Cash Management, Funding and Liquidity

The Group’s cash and financing are managed and controlled at the
corporate level. This enables us to negotiate better borrowing terms and
practice coherent financial risk management.

To meet our obligations as and when needed, the Group maintains
sufficient funds, banking facilities and multiple fund raising channels.
The maturity of deposits and loans is carefully planned and managed
to reduce liquidity risk. During the year, we lengthened the average
debt maturity of the Group through the arrangement of long-term loan
facilities and issuance of long-dated bonds. Our Medium Term Note
Program gives us the flexibility to tap the bond market if necessary. The
Group closely monitors the markets to manage the refinancing risks in
a prudent manner.

(c) Credit/Counterparty

Credit/counterparty risk exposure is primarily in the areas of rents
receivable, installments receivable relating to property sales, and
deposits placed with banks.

We undertake careful credit assessments of prospective tenants,
collect rental deposits and closely monitor outstanding rents in order
to mitigate rents receivable risk. We also protect receivables related to
property sales by using properties as collateral. Bank exposure limits are
assigned so that we can mitigate concentration risks on our deposits,
which are only made with banks that have sound financial strength and/
or good credit ratings.

(d) Use of Derivatives

We use derivative instruments for hedging purpose only; the Group’s
policies do not permit derivative transactions for speculative purposes.
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BUSINESS AND OPERATIONAL RISK

We ensure our properties remain competitive and up to the highest
standards by closely monitoring market trends and the business
environment. Regular maintenance and renovation help us uphold the
safety and quality of our properties. To protect the Group’s assets, we
employ seasoned professionals who oversee the design, progress and
capital expenditures of major maintenance and renovation projects.
They report to an Asset Enhancement Committee of senior management
representatives from different departments. Together with appropriate
insurance coverage against accidental losses and/or other hazards, we
have established internal controls to safeguard our assets and reputation
against any potential liabilities.

In addition to these controls, we have an independent internal audit
team who reviews key activities of the Group and ensures all material
controls, including financial and operational, are functioning effectively.
As part of the Group’s crisis management plan, precautionary and
contingency measures are also in place to ensure the Group is protected
against any potential loss, damage or impact to our operations.

As a global corporate citizen, we have a duty to act responsibly. We
place a high priority on sustainability in design and construction of new
buildings. Guided by our We Do It Right principle, we not only meet
minimal regulatory requirements but go beyond them to ensure our
properties meet the high level of environmental standards.

PEOPLE RISK

Through our Nomination and Remuneration Committee, we ensure
the Group’s remuneration levels for Directors and senior management
are competitive in the market. This Committee has also established a
management succession plan to ensure the continuity of our operations.

Our success as a business depends on the caliber of our people. In
order to attract, motivate and retain talented employees, we evaluate
our employee remuneration packages and monitor them against market
trends. We also provide training or financial support for additional
training through recognized professional programs to help our staff
reach their full potential. To encourage two-way staff dialogue, we
have clearly-established channels of communication and a grievance
reporting system in place for all levels of staff. When staff depart, we
conduct exit interviews to gather feedback and suggestions for future
improvement.
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Successful land acquisition
in Wuhan marks Hang Lung’s
first entry into central China

m—F—— /—-F—=MERCURY
Awards [ FHREEERIT —
WEREAR | £

2012/2013 MERCURY Awards:
Gold Award in the category

of Annual Reports — Overall
Presentation: Property

Development

N HJUNE

AR [ REREEBE
nE) (BE) ]

The 3 Asian Excellence
Recognition Awards 2013:
Best Investor Relations
Company (Hong Kong) by
Corporate Governance Asia

e (REERR) | 2—

Mr Philip Chen, Managing
Director of Hang Lung Properties:
Asia’s Best CEO (Investor
Relations)

|+ A JuLy

(5% - 8% - [EEEMKEL)
RIBA SRR - FT [ ARG
RERAR] B0 [ R&E]
RS

Parc 66, Jinan: 2013 VIVA
(Vision, Innovation, Value and
Achievement) Best-of-the-Best
Award for Sustainable Design
and Development by the
International Council of
Shopping Centers
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2012 Asia Pacific Customer
Relationship Excellence
Awards: People Development
Program of the Year (Property
Management), Customer
Service Center of the Year
(Property Management), and
Best Customer Experience
Management of the Year
(Residential Building)

= (EMERER) M —F =
FEIMEERE ARE —
SMFREER [RRERHAE]
S

The Best of Asia — Corporate
Governance Asia Recognition
Awards 2013: Icon on
Corporate Governance by
Corporate Governance Asia

B (BfEEE S BLIRRE R
FEERE [DNCEES
BaT A

Mr Philip Chen, Managing

Director of Hang Lung Properties:

Top winner in the Asian
Corporate Director Recognition
Awards 2013

(TN EF T —=
FE [&EEER] R I&E
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Asia’s Best Companies Poll
2013: Best Corporate
Governance and Best
Corporate Social Responsibility
by FinanceAsia

90 @msEAERAR HANG LUNG PROPERTIES LIMITED

= 2ERMEREES (BYES R
WO BB ERERS
[BER RIRIR AT e 8842 —

T RANRAE R | & SRR E
Spring City 66 (Shopping Mall
and Office), Kunming:
Precertification under the
Leadership in Energy and
Environmental Design (LEED)
for Core and Shell Development
— Gold Level by the U.S. Green
Building Council

B B TR

Launch of new uniforms

B EITHRITRERILTBES
DR EREERE

£ 723%:T (BEAM Plus) 1.2kR
(RERE) EreBRER
SEIRET LM (BT HEEE)

B E R

The Standard Chartered Bank
Building and The Peak Galleria:
Gold Rating of Provisional
Assessment under the BEAM
Plus V1.2 for Existing Building
and Silver Rating of Provisional
Assessment under the BEAM
Plus V1.1 for Existing Building
by the Hong Kong Green
Building Council
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Grand Opening of Center 66,
Wuxi
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Olympia 66, Dalian: Top honor
in 2013 Cityscape Awards

for Emerging Markets in the
category of Retail Project
Awards — Future
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Re-launch of The Long Beach
for public sale
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Topping-out of the major
structure of Olympia 66, Dalian
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Groundbreaking Ceremony
for Heartland 66, Wuhan
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Honourable Mention in the
General Category of 2013
Best Annual Reports Awards
by Hong Kong Management
Association

B T — = F[F GALAXY Awards
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2013 GALAXY Awards: Silver
Award in the category of Annual

Reports — Overall Presentation:
Real Estate Investment
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Ms Bella Chhoa, Company

Secretary, General Counsel and
Assistant Director — Corporate

Affairs of Hang Lung Properties:

Asian Company Secretary of
the Year in the 1% Asian
Company Secretary of the Year
Recognition Awards 2013

(B HF [T —=FF
E3AMREARE] 5%
The Asset Triple A Corporate

Awards 2013: Gold Award
by The Asset

B [EE¥EE23-39) RE+E
FERBFARNER - BISHEEE
RIEREEMERE
23-39 Blue Pool

Road, Hong

Kong: Certificate

of Excellence in 4
Architecture /
(Best Residential)

in the professional

category in the

10" Perspective

Awards

= [EEE23-39 | B GE
BEGE [8URNRRRRE
ke — 1% | SHERFE
23-39 Blue Pool Road, Hong
Kong: Certification under the
Leadership in Energy and
Environmental Design (LEED)
for Homes — Gold Level by the
U.S. Green Building Council

B ESRERESNE TR
Fh B B R S 7 B R AR R
REEH  EEMERESR
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Center 66, Wuxi: Commercial
Building Design Excellence
Award (Mall Category) at the
15" China International Real
Estate Architectural Technology
Fair

B REREREESERED
REELABAR IR BB 1L 77 ) RTE
EEIR - KRB [ ESEEF
3% |

Riverside 66, Tianjin: The Most
Desired Shopping Mall by

Enorth, an authoritative online
media outlet in Tianjin
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As a good corporate citizen, we are mindful of our obligations to our staff, the community and
the environment. We act responsibly to maintain our reputation as a caring company and, more
importantly, because it is the right thing to do.
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Being committed to sustainable development is how We Do It Right at
Hang Lung. This means continuously striving to achieve economic and
social progress in the communities in which we operate while mitigating
the environmental impact of the buildings we develop and manage.

We consult our stakeholders to ensure that we meet their expectations
and aspirations on sustainability and have established a new framework
for collecting information on our sustainability performance to allow us
to make continuous improvement.
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OUR BUILDINGS

Reflecting our long-term business model of building to own and building
to last, we incorporate the high standard of environmental sustainability
in our projects in Hong Kong and mainland China. We believe that
benchmarking our buildings’ environmental performance against
international standards enables the Group to maintain the same high
environmental standards when designing, building and managing our
properties wherever we operate.

In 2013, we received the Gold Level certificate under the Leadership
in Energy and Environmental Design (LEED) for Homes from the U.S.
Green Building Council for our residential project, 23-39 Blue Pool
Road, at Blue Pool Road, Happy Valley. We also received the Gold
Rating of Provisional Assessment under the BEAM Plus EB version 1.2
of the Hong Kong Green Building Council (HKGBC) for our Standard
Chartered Bank Building, which is the first existing building in Hong
Kong to achieve this recognition. The Peak Galleria also achieved
the Silver Rating of Provisional Assessment under the BEAM Plus EB
version 1.1.
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The recognition of BEAM Plus by HKGBC endorses

the efforts that Hang Lung has made in constantly
enhancing the environmentally-friendly qualities of the
Standard Chartered Bank Building
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Waste segregation facilities are set up in our properties to encourage tenants and
customers to participate in waste recycling

With around 90% of total electricity consumption in Hong Kong
contributed by buildings, the Group recognizes the importance of
enhancing energy efficiency in our properties. In 2012, the Buildings
Energy Efficiency Ordinance came into full operation in Hong Kong
requiring all newly constructed buildings to comply with more stringent
requirements. In response to the Ordinance, we set a target of reducing
our electricity consumption by 5% in 2015 based on the 2010 baseline
to ensure that we achieve greater energy efficiency in buildings and
that continuous improvement is made. As of the end of 2013, we
are on track to meeting this target with a 2% reduction in electricity
consumption as compared to the 2010 baseline.

Recognizing that waste is a pressing issue for the community, we are
supporting our tenants in managing their waste more effectively by
introducing waste segregation facilities at our properties and requiring
our waste contractors to provide data on waste collected. In 2013,
3,641 tonnes of materials were collected in our properties for recycling.
We plan to extend this initiative into mainland China in 2014/2015. In
2013, we introduced a pilot scheme for recycling fluorescent light tubes
across our business. We are also examining the feasibility of recycling
glass bottles and aluminum cans. In addition, we are exploring installing
food waste composer in The Peak Galleria. We aim to implement these
initiatives by 2014 and plan to extend our recycling efforts across other
properties in Hong Kong and mainland China by 2016.
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The Management Trainee Program has been organized for the ninth consecutive year to constantly
build a pool of talents and professionals to meet the future needs of the Company
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OUR PEOPLE

People are the most precious asset of Hang Lung and the key to
realizing our business and sustainability vision. We provide a range
of training and development programs for our staff to grow their
professional development. We provide training opportunities based
on employees’ feedback from across the Company to ensure that the
training meets the aspirations and expectations of our staff, as well as
the needs of our business. In 2013, a total of 56,297 hours of training
were delivered.

During the year, we placed a greater emphasis on ensuring that
our employees are fully on board with our sustainable development
commitment. We introduced the Hang Lung Green Office initiative in
August 2013 with the aim of promoting a SmartGreen workplace. Under
the initiative, Green Office Ambassadors are nominated in our Hong
Kong and mainland China offices to promote and drive forward this
initiative. Each of our offices has to fulfill no less than 20 green actions
on its task list annually.

BRREFRRITHIBARETE

The Hang Lung Green Office initiative was launched in 2013 to encourage colleagues to implement green practices in the workplace
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An educational tour was organized for our employees during the year at
a hotel in Hong Kong, the first high-rise building in the world to achieve
the Triple Platinum of Green Certificates, to further understand how we
can do better in incorporating environmental designs and practices in
our properties.

Receiving feedback from employees is crucial to ensuring that we
are meeting their expectations. We engage regularly with our staff
through our Town Hall, departmental and team meetings, conferences,
focus groups and the “Long Service Employees Lunch with Managing
Director” at which junior staff are able to have informal gatherings
with the Managing Director. To further improve communications and
connections among colleagues, the Company’s intranet was revamped
in 2013 with a brand new look and enhanced functions to bring
refreshing user experiences to colleagues.

In addition to regular engagement activities, we also engaged with
our employees during the year when revamping the uniforms for our
frontline colleagues in Hong Kong and mainland China to ensure that
they suited the needs of our staff in different areas of our business. The
feedback on the new uniforms from both our staff and customers has
been positive.

EREFBETIANG REESTINEMER
Mutual communication with staff is encouraged by
senior management through Town Hall meetings

BAREE FXIE - BEEENEE IHNE2HHIR
Celebrity Moses Chan is invited to display the new uniforms
in a fashion show
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Volunteers and celebrity Nancy Sit make a festive dish with the elderly to celebrate Chinese New Year
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OUR COMMUNITY

We recognize the importance of considering the impact that our
business has on local communities throughout the life cycle of our
buildings. During the construction of buildings, we set up telephone
hotlines to respond to public enquiries in a timely manner. In areas of
significant historical or cultural interest in our development projects,
we work with the community to preserve or revitalize them as much as
we can.

In our community involvement, we provide financial donations and offer
free space in our properties to support a range of charitable activities.
In 2013, we donated HK$16 million to support various charitable
causes. Our volunteer team, Hang Lung As One, continues to serve
the community enthusiastically, targeting the environment, youth
development and elderly services. In 2013, our volunteers in Hong Kong
and mainland China contributed over 6,400 hours in voluntary services,
a 66% increase compared to 2012.
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OUR ENGAGEMENT WITH STAKEHOLDERS

Recognizing the need to build trusting and productive relationships
with our stakeholders, we engage regularly with them through various
communication platforms. During the year, we built on last year’s
exercise and carried out an independent engagement with external
stakeholders to gain a more comprehensive view of what stakeholders
expect from us and how we can work together to achieve our
sustainability goals. External stakeholders engaged this year included
tenants and investors. Their feedback is constructive in enabling the
Group to further strengthen our sustainability performance and in
shaping the content of this year’s Sustainability Report.

OUR SECOND SUSTAINABILITY REPORT

This year marks the second year in which we publish a standalone
Sustainability Report to fulfill our commitment to honesty and
transparency to stakeholders. We spent much of 2013 establishing a
more effective system of streamlining our data collection process to
provide a more comprehensive review of our sustainability performance
to our stakeholders. Through this exercise, we are now able to identify
areas where we can do better and further strengthen both our
performance and disclosure to stakeholders.

Please refer to our Sustainability Report 2013 for more details on our
sustainability performance.

[BE—LETIH] BRZTIOES - R TRTE
The Hang Lung As One volunteer team serves the community by
organizing diversified activities

[BREAR T ] T EIMEZ AT HRERFNME
The Hang Lung Green LEEDers program teaches
students the importance of environmental protection
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tAJUL
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Announcement of interim results

LA SEP

3 AR ERRS
Interim dividend paid

—HJAN
2ELENMG

Announcement of annual results

A APR

EEpHERMmBEP
(FEFERRBEAGRNE FREME)

Latest time for lodging transfers
(for attending and voting at annual general meeting)

Bz ikGm B E R
(EFEBRRBFEAGENE FREME)
Closure of share register
(for attending and voting at annual general meeting)

REBERNE
(MBETFE 2R ARF RN E 2 RRBFAGRE)

Annual general meeting
(Details are set out in the notice of annual general meeting
accompanying this annual report)

BULIERHIBS (RARMBRETE)
Latest time for lodging transfers (for final dividend)

EEERmnBPEL (GIRBKREME)
Closure of share register (for final dividend)

A MAY
KB R 2 RERE
Proposed final dividend payable

100 tEm#ESBR2F HANG LUNG PROPERTIES LIMITED

—T—=%+HA=+—H
July 31, 2013

—T=FAA=FAH
September 26, 2013

—T-HmF-A=t=H
January 23, 2014

—E—MOFMA+EH
TFmEE=12
4:30 p.m. on April 17, 2014

T NFEMA-—+=—HE=-_1+WA
(BERRREEEN)
April 22 to 24, 2014
(both days inclusive)

—ZT—-FMA=+MH
EFTEFIE
10:00 a.m. on April 24, 2014

ZE—NFEMA=+NH
TR =15
4:30 p.m. on April 29, 2014

—T—NFEEMA=+H
April 30, 2014

—ET—NFERA+HHA
May 15, 2014
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OUR STRONG BELIEF IN GOVERNANCE

Hang Lung firmly believes that strong governance is the foundation
for delivering the corporate objective of maximizing return to its
stakeholders over the long term. The core of the governance structure
is an effective and qualified Board of Directors (the “Board”) which is
committed to maintaining a high standard of corporate governance,
sound internal controls and effective risk management to enhance
transparency, accountability, integrity and honesty, in order to earn the
confidence of our shareholders and other stakeholders.

CORPORATE GOVERNANCE STRUCTURE

B R B A 351D
Shareholders and Other Stakeholders

A

$#HRAE Transparency
MEE Accountability
#E  Integrity
HIEE Honesty

BEER

Board of Directors

| «— 3
HNIEAZ BRI NRIME HMITRES RELTMHNEEE BRELEE I EBER TR
External Company Executive Nomination and Audit Internal
Auditor Secretary Committee Remuneration Committee Auditor
Committee
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A SOUND CORPORATE CULTURE

As good governance is essential to corporate success, we instill the
core principle of good corporate governance into our corporate culture.
A sound governance culture has to reach all levels. The management
together with the Board strive to build up controls internally as well as
externally to ensure a good corporate governance culture which will
benefit all stakeholders.

PROFESSIONAL AND RESPONSIBLE MANAGEMENT

The Board comprises professionals from different facets of society who
bring a wide range of business and financial experience and expertise to
the Board. The Board includes a balanced composition of Executive and
Non-Executive Directors so that there is a strong independent element
on the Board which can effectively exercise independent judgment.
To enhance the function of the Board, three Board Committees,
namely the Executive Committee, Audit Committee and Nomination
and Remuneration Committee had been set up to take up different
responsibilities.

PRUDENT RISK MANAGEMENT

The Group recognizes the various risk factors it will face in its
operations, and properly deals with them in a manageable manner by
setting a good internal control environment and making continuous
improvements to suit changing operational needs. Further explanations
are disclosed hereunder and under the paragraph headed “Risk
Management” in the Management Discussion and Analysis of this
annual report.
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The following are the major aspects of our corporate governance
practice in addition to the code provisions and some recommended
best practices of the Corporate Governance Code (the “CG Code”) as
stated in Appendix 14 of the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).
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Six regular Board Meetings were held in 2013.

A strong independent element is maintained on the Board as over half of the
Board is represented by Independent Non-Executive Directors.

Management is invited to join the Board Meetings, where appropriate, to
provide appropriate information to enable the Directors to make an informed
decision and to discharge their duties and responsibilities.

The Nomination and Remuneration Committee comprises only Independent
Non-Executive Directors to ensure no Executive Director is involved in
deciding his own remuneration package.

The Audit Committee met the external auditor four times without the
presence of the Executive Board members in 2013.

Since 2008, the Company has announced its interim and annual results
within one month from the end of the accounting period.

Our Internal Audit Department is independent of our daily operation and
accounting functions.

The Company has adopted a corporate Code of Conduct since 1994, which
is applicable to all staff and Directors. The Code of Conduct contains our
whistle-blowing policy.

The Company has been publishing a separate Sustainability Report before
the Stock Exchange’s introduction of the Environmental, Social and
Governance Reporting Guide as a recommended practice for the financial
years ending after December 31, 2012. The standalone Sustainability Report
is available on our website and the website of Hong Kong Exchanges and
Clearing Limited (“HKEX").

The Company continuously enhances its website as a means of communication
with stakeholders. Principal corporate governance structures, newsletters
and webcasts of analysts’ briefings are available on our website.
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(1) The Board
1. Composition and Functions

The Board currently comprises ten persons:

e three Executive Directors, namely, Mr Ronnie C. Chan, Mr Philip N.L.
Chen and Mr H.C. Ho;

¢ one Non-Executive Director, Mr Nelson W.L. Yuen; and

¢ six Independent Non-Executive Directors, namely, Mr S.S. Yin, Mr
Ronald J. Arculli, Dr H.K. Cheng, Ms Laura L.Y. Chen, Prof P.W. Liu
and Mr Dominic C.F. Ho. They 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.

The Board has established a policy setting out the approach to achieve
diversity on the Board (the “Board Diversity Policy”) with the aims of
enhancing Board effectiveness and corporate governance as well as
achieving our business objectives and sustainable development. Board
diversity has been considered from a number of aspects, including
but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, required expertise, skills, knowledge
and length of service. The current Board consists of a diverse mix
of Board members appropriate to the requirement of the business
of the Company, and depending on the growing business needs
and availability of the human resources market, suitable qualified
individuals will be considered.

An updated list of Board members identifying their roles and functions
and whether they are Independent Non-Executive Directors is
maintained on our website and the website of HKEx. Their biographical
details, disclosed on pages 126 to 132 of this annual report, are also
maintained on our website.

The Board is responsible for, among other things:
e ensuring continuity of leadership;
e development of sound business strategies;

e availability of adequate capital and managerial resources to
implement the business strategies adopted; and

e adequacy of systems of financial and internal controls and conduct
of business in conformity with applicable laws and regulations.
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Non-Executive Directors (including the Independent Non-Executive
Directors) have made a positive contribution to the development of the
Company’s strategies and policies through independent, constructive
and informed comments. They gave the Board and the Committees
on which they serve the benefit of their skills, expertise and varied
backgrounds and qualifications through regular attendance and active
participation.

All Directors are required to disclose to the Company their offices held in
public companies or organizations and other significant commitments.

In 2013, six regular Board Meetings were held. Three Board Meetings
were held during three offsite Board trips including visits to Wuxi for
the opening ceremony of Center 66 and Wuhan for the groundbreaking
ceremony of Heartland 66.

Details of Directors’ attendance records in 2013 are set out below:

HE/ BTEER
Meetings Attended/Held
—E-=F
EEE BRRBFEAE
FMzEEEe ([BFAg)])
FEHZZEEE Nominationand 2013 Annual
EER Audit Remuneration General Meeting
BE Directors Board Committee Committee (“AGM™)
BYKHITEE  Independent Non-Executive Directors
BR s B S.S.Yin 5/6 NE A N/A TE A N/A 11
BER Ronald J. Arculli 4/6 i A N/A 1/1 1/1
LIpEX H.K. Cheng 6/6 4/4 1/1 1/1
FR&E1S Laura L.Y. Chen 4/6 3/4 1/1 0/1
BEinE P.W. Liu 6/6 4/4 1/1 1/1
Epih= Dominic C.F. Ho 6/6 4/4 1/1 1/1
EHITES Non-Executive Director
=ER Nelson W.L. Yuen 6/6 N3 A N/A i@ A N/A 1/1
HITES Executive Directors
PR Ronnie C. Chan 6/6 TEAN/A N N/A 1/1
58 g 4% Philip N.L. Chen 6/6 i A N/A i@ A N/A 1/1
BEA= H.C. Ho 6/6 i A N/A AiEF N/A 1/1
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All Directors can give notice to the Chairman or the Company Secretary
if they intend to include matters in the agenda for Board Meetings.
Full Board or Committee papers will be sent to all Directors or
Committee members at least three days before the intended date of a
Board Meeting or Committee Meeting respectively. Management also
supplies the Board and its Committees with sufficient information and
explanations so as to enable them to make an informed assessment of
financial and other information put before the Board and its Committees
for approval. Management is also invited to join Board Meetings where
appropriate.

Furthermore, management provides all Board members with monthly
updates which give a balanced and understandable assessment of the
Company’s performance, position and prospects in sufficient detail to
enable the Board as a whole and each Director to discharge their duties
under the Listing Rules.

All the Directors are entitled to have access to timely information in
relation to our business and make further enquiries where necessary,
and they can have separate and independent access to management.

In addition, all Directors have access to the advice and services of
the Company Secretary, a full time employee of the Company, who is
responsible to the Board for ensuring that procedures are followed and
that all applicable laws, rules and regulations are complied with. The
Company Secretary supports the Board by ensuring good information
flow within the Board and is also a source of advice to the Chairman and
to the Board on corporate governance and the implementation of the CG
Code. The Company Secretary has confirmed that she has taken no less
than 15 hours of relevant professional training in 2013.

Procedures have also been agreed by the Board to enable Directors to
seek independent professional advice at the Company’s expense.

Under our articles of association, a Director shall not vote or be counted
in the quorum in respect of any contract or arrangement in which he/
she or any of his/her associates is/are materially interested.

We have also arranged appropriate insurance cover on Directors’ and
officers’ liabilities in respect of legal actions against them arising from
corporate activities.
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2. Chairman and Managing Director

There is a clear division of responsibilities between the Chairman and
the Managing Director to ensure a balance of power and authority.

Chairman

The Chairman, Mr Ronnie C. Chan, provides leadership for the Board.
He is responsible for ensuring that all Directors receive, in a timely
manner, adequate information which must be accurate, clear, complete
and reliable and that Directors are properly briefed on issues arising at
Board Meetings. He also ensures that:

e 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 their views 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 being present.

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

He encourages all Directors to make an active contribution to the
Board’s affairs and takes the lead to ensure that the Board acts in the
best interests of the Company. He encourages Directors with different
views to voice their concerns, and allows sufficient time for discussion
of issues on which the Board can deliberate and reach decisions.

He promotes a culture of openness and debate by facilitating the
effective contributions of Non-Executive Directors in particular and
ensures constructive relations between Executive Directors and Non-
Executive Directors.
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Managing Director

The Managing Director, Mr Philip N.L. Chen, is a member of the
Executive Committee of the Company and is responsible for:

e operating the business of the Company and implementing policies
and strategies adopted by the Board;

e the Company’s day-to-day management in accordance with the
instructions issued by the Board;

¢ developing strategic operating plans that reflect the objectives and
priorities established by the Board and maintaining operational
performance; and

e ensuring the adequacy of financial and internal control systems
and the 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 reports to the Board from time to time
on matters of material importance.

3. Independence of Non-Executive Directors

We have received from each of our Independent Non-Executive
Directors an annual confirmation of his/her independence pursuant
to rule 3.13 of the Listing Rules. We consider the Independent
Non-Executive Directors are independent.

To further enhance accountability, any appointment of an Independent
Non-Executive Director who has served on the Board for more than
nine years will be subject to a separate resolution to be approved by
shareholders. We will state in the notice of the AGM the reason why we
consider the Independent Non-Executive Director is still independent
and our recommendation to shareholders to vote in favor of the
re-election of such Independent Non-Executive Director.
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4. Appointment, Re-election and Removal

In accordance with our articles of association, one-third of the
Directors are required to retire from office by rotation for re-election
by shareholders at an AGM. In addition, every Director is subject
to retirement by rotation at least once every three years, and new
appointments to the Board are subject to re-election by shareholders
at the upcoming general meeting. Names of such Directors eligible for
re-election being accompanied by detailed biographies will be stated in
the notice of the general meeting.

The 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.

5. Directors’ Continuous Professional Development

Every newly appointed Director will meet with fellow Directors and
key executives, and will receive a comprehensive, formal and tailored
induction on the first occasion of his/her appointment. Subsequently,
he/she will receive any briefing and professional development necessary
to ensure he/she has a proper understanding of the Company’s
operations and business and full awareness of his/her responsibilities
under statute and common law, the Listing Rules, legal and other
regulatory requirements, and especially the Company’s business and
governance policies. The Company Secretary facilitates induction and
professional development of Directors.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills to
ensure their contribution to the Board remains informed and relevant.
In 2013, the Company has arranged for Directors a presentation on the
development of online shopping and its challenges ahead and three
offsite Board trips including two visits to our property development
projects in mainland China.
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Record of training received by each existing Director in 2013 is
summarized below:

EFIER
BE Directors Types of Training
PR A SR Ronnie C. Chan A B,C,D
BB S.S. Yin A B, D
PREE#E Philip N.L. Chen A, B,C D
RIER Nelson W.L. Yuen A B, D
BEE Ronald J. Arculli A, B,C D
] H.K. Cheng A B,D
PR £5 14 Laura L.Y. Chen A B,C,D
g P.W. Liu A /B,D
G Dominic C.F. Ho A B,D
fAZZ8 H.C. Ho A, B,D

A HEMNE/ wE

Attending seminar(s)/forum(s)

B MEAM—RER HEERRKRE ZEFBEREEEZEH
Reading materials relating to general business, property development and
investment, directors’ duties and responsibilities and so on

C  RONIRRT & / FhiB e

Giving talks to external seminar(s)/forum(s)

D HEARES/ EHTE

Attending corporate event(s)/visit(s)

D
e
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all
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(1) Delegation by the Board

The Executive Committee, Audit Committee and Nomination and
Remuneration Committee were formed in 1989, 1999 and 2003
respectively.

1. Executive Committee

The Executive Committee of the Board of the Company was formed in
1989. Its members are all the Executive Directors of the Company, who
meet regularly to establish the strategic direction of the Company, and to
monitor the performance of management. Clear terms of reference have
been adopted by the Board, and guidelines were also set up for certain
issues requiring Board approval. Each of the Committee members has
full understanding on determining which issues require a decision of
the full Board and which are delegated by the Board to the Committee
or management.
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2. Audit Committee

An Audit Committee was established by the Board in 1999, and
now comprises four Independent Non-Executive Directors with
appropriate academic and professional qualifications or related
financial management expertise, namely Dr H.K. Cheng (Chairman of
the Committee), Ms Laura L.Y. Chen, Prof PW. Liu and Mr. Dominic
C.F. Ho.

Under the CG Code, it is required that meetings are held at least two
times a year with the external auditor. Separate meetings will also need
to be held with the external auditor (in the absence of management) as
and when required. The Audit Committee has exceeded the CG Code
and has held four meetings for the purpose of, inter alia, discussing
the nature and scope of internal audit work and assessing the Group’s
internal controls in 2013. Moreover, the Committee met the external
auditor four times in 2013 without the presence of the Executive
Board members.

The terms of reference explaining the Committee’s role and authority,
which include duties regarding corporate governance functions and
as a minimum the specific duties as stipulated in the Listing Rules are
available on both our website and the website of HKEX.

The Committee is authorized 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 to their meetings
if necessary. Sufficient resources are provided to the Committee to
discharge its duty.
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In 2013, the Audit Committee has performed, inter alia, the following:

Relationship with External Auditor, Review of Financial Information

and Oversight of Financial Reporting System and Internal Control

Procedures

reviewed and obtained explanation from management and the
external auditor on the interim and annual results, including
causes of changes from the previous accounting period, effects
on the application of new accounting policies, compliance with the
Listing Rules and relevant legislation, and any audit issues, before
recommending their adoption by the Board;

considered and proposed to the Board the re-appointment of KPMG
as the Company’s external auditor;

considered and approved the procedures and guidelines in
employing the external auditor to perform non-audit assignments for
the Company;

received and reviewed the internal audit reports from the Internal
Auditor;

held meetings with the external auditor in the absence of management
to discuss any material audit issues;

held meetings with the Internal Auditor in private to discuss material
internal audit issues;

approved the internal audit program for 2014; and

carried out reviews of the internal control system of the Company
including senior management’s structure, risk management, the
adequacy of resources, staff qualifications and experience, training
programs and the Company’s procedures for financial and functional
reporting.

Corporate Governance Functions

reviewed and approved the Company’s policies on corporate
governance and compliance with legal and regulatory requirements;

reviewed and monitored the training and continuous professional
development of Directors; and

reviewed the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.
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3.  Nomination and Remuneration Committee

A Nomination and Remuneration Committee, set up in 2003, now
comprises five Independent Non-Executive Directors, namely Prof P.W.
Liu (Chairman of the Committee), Mr Ronald J. Arculli, Dr H.K. Cheng,
Ms Laura L.Y. Chen and Mr Dominic C.F. Ho. Regular meetings were
held to review human resources issues, including significant changes
in the salary structure of the Group and terms and conditions affecting
Executive Directors and senior management. The Committee met
once in 2013 to review, inter alia, the composition of Board members,
Directors’ remuneration and the Board Diversity Policy.

The terms of reference explaining the Committee’s role have been
reviewed and revised with reference to the changes to the CG Code
during 2013. The revised terms of reference, include as a minimum
the specific duties as stipulated in the Listing Rules can be accessed
on both our website and the website of HKEx.

The major work performed by the Committee in 2013 included the
following:

e reviewed the Board Diversity Policy and its implementation;

e reviewed the structure, size and diversity of the Board;

e assessed the independence of the Independent Non-Executive
Directors;

* made recommendations to the Board on the selection of individuals
nominated for directorship in view of the qualifications and related
expertise;

* made recommendations to the Board on the re-election of retiring
Directors at the AGM;

* made recommendations to the Board on the Company’s policy and
structure for all Directors and senior management remuneration;

e determined the remuneration packages of individual Executive
Directors and senior management, including benefits in kind,
pension rights and compensation payments; and

* made recommendations to the Board on the remuneration of the
Non-Executive Director and Independent Non-Executive Directors.
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The remuneration package of Executive Directors and senior
management, including discretionary bonus and share options, is based
on the following criteria:

e individual performance;

skills and knowledge;
¢ involvement in the Group’s affairs;
e achievement of business targets; and

e performance and profitability of the Group.

The Committee also considers factors such as salaries paid by
comparable companies, time commitment and responsibilities, and
employment conditions elsewhere in the Group.

The Committee obtains benchmark reports for evaluation of market
trends and the competitive levels of remuneration being offered to
Directors and senior management. Sufficient resources are provided to
the Committee to discharge its duties. The Committee may consult the
Chairman and the Managing Director about remuneration proposals of
other Executive Directors and has access to independent professional
advice if necessary.

Details of remuneration payable to members of the senior management
(which includes Executive Directors only) are disclosed in note 7 on the
financial statement.

4. Management Functions

Senior management includes Executive Directors of the Company
only. Their duties were explained in the paragraph headed “Executive
Committee” above. Key executives are 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. These arrangements will be reviewed periodically to ensure
that they remain appropriate to our needs.
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(1) Directors’ Securities Transactions and Share Interests

1. Compliance with Model Code

We have set out guidelines regarding securities transactions by
Directors under “Transactions in the Company’s Shares” in our Code of
Conduct according to the required standard set out in the Model Code
for Securities Transactions by Directors of Listed Issuers contained in
Appendix 10 to the Listing Rules (the “Model Code”). The Company has
made specific enquiries to all Directors and confirmed that they have
complied with the required standard set out in the Model Code and the
Code of Conduct regarding Directors’ securities transactions.

2. Share Interests of Directors

Details of Directors’ interests in shares of the Company and our listed
parent company, Hang Lung Group Limited, as at December 31, 2013
are as follows:

¥ /NG| EEEEERAT

The Company Hang Lung Group Limited
RIBHIRE RIBERE
RBEE B gk - =] TR 2 IR
Number of Number of Shares Number of Number of Shares
EENR Name of Directors Shares under Option Shares under Option
PBRECR Ronnie C. Chan - 41,070,000 - 11,790,000
ERH & S.S.Yin - - , _
PR EA 1% Philip N.L. Chen - 19,000,000 = =
RER Nelson W.L. Yuen - 24,320,000 - -
BER Ronald J. Arculli 724,346 - 1,089,975 =
B% 5 H.K. Cheng - - - -
PR241G Laura L.Y. Chen = = - -
BmE P.W. Liu 100,000 - - -
By Dominic C.F. Ho = = = -
BES= H.C. Ho - 8,600,000 — -
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(IV) Accountability and Audit
1. Financial Reporting

Directors acknowledge their responsibility for preparing the financial
statements on a going concern basis, with supporting assumptions or
qualifications as necessary. The Company’s financial statements 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; judgments and estimates made are prudent and
reasonable. A statement by the external auditor, KPMG, about their
reporting responsibilities is included in the Independent Auditor’s Report
on the Company’s financial statements.

The Directors endeavor to ensure a balanced, clear and understandable
assessment of the Company’s position and prospects in annual reports,
interim reports, price-sensitive announcements and other disclosures
required under the Listing Rules and other statutory requirements.

2. Internal Controls

We maintain a good internal control environment to enable the internal
control systems and procedures to perform effectively and to make
improvements where necessary. The Code of Conduct details the
Group’s philosophy in running its business and acts as a benchmark
for all staff to follow.

Internal control systems have been designed to allow us to monitor
the Group’s overall financial position, to safeguard its assets against
loss and misappropriation, to provide reasonable assurance against
material fraud and errors, and to manage the risk in failing to achieve
the Group’s objectives. Our internal control systems are developed with
reference to the COSO (Committee of Sponsoring Organizations of the
Treadway Commission) principles. There are five important elements for
an effective internal control system as follows:
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Control environment — the foundation for the other components of
internal control. The resulting control environment has a pervasive
impact on the effectiveness of the overall internal control systems.
It provides the basis for carrying out internal control across the
organization. The factors that may affect the control environment
include integrity, ethical values, management’s operating style,
delegation of authority, as well as the processes for managing and
developing people. Directors and senior management understand
a strong control environment supports the functioning of all other
components of internal control. As a result, we have established
the right tone at the top regarding the importance of internal control
including expected standards of conduct.

Risk assessment — the identification, evaluation and analysis of risks
underlying the achievement of our business objectives. It helps
management to determine how such risks should be managed and
mitigated. Directors and senior management use the risk assessment
process to identify risks, both internally and externally, and assess
their likelihood that may impact our operation. After that, we design
and implement the controls to mitigate such risk in order to achieve
our objectives.

Control activities — the policies and procedures that help to ensure
management directives are carried out and necessary actions are taken
to address the risks that may hinder the achievement of the Group’s
objectives. Therefore, we have designed and implemented different
types of control activities such as the approvals and authorization
policies, performance reviews, segregation of duties, departmental
procedures and manuals, establishment of committees and working
groups etc., in order to ensure the efficient and effective operation of the
Group. Moreover, we will revisit these activities periodically, so that they
can address the latest changes of the risks in achieving our business
objectives.

Information and communication — the process and system to identify,
capture and communicate pertinent information to the right person in a
timely manner. Directors and senior management have adopted an open
environment to facilitate the effective communication within the Group.
In addition, we have implemented a functional reporting mechanism
so that the local management at subsidiaries level can report to the
respective functional head in Hong Kong. As a result, the information
can be communicated directly and effectively throughout the Group.
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Monitoring — the process that assesses the quality of the system’s
performance over time. It ascertains that the internal control of
the Group continues to operate effectively. This is accomplished
through ongoing monitoring activities and evaluations performed
by management. More significantly, Internal Audit performs regular
independent reviews on the Group’s internal control and directly
reports to the Audit Committee. Deficiencies in internal control are
reported upstream and rectifications are taken to ensure continuous
improvement of the system.

In Hang Lung, we have a well-defined specific limit of authority
governing activities of the Executive Committee, Directors, executives
and senior staff. Annual and mid-year budgets on all capital and
revenue items are prepared and approved by senior management and
key executives before being adopted. We monitor the business activities
closely and review monthly financial results of operations against
budgets. We also review, update and improve the internal controls to
meet upcoming challenges.

We take proactive precautionary measures in handling and
dissemination of price-sensitive information. Such information is
restricted to a need-to-know basis. We have adopted a policy on
disclosure of price-sensitive information and senior executives are
reminded of the compliance requirements of the policy every six months.

We maintain an Internal Audit Department which is independent of our
daily operations and accounting functions. The Internal Auditor reports
directly to the Audit Committee. An internal audit program based on risk
assessment methodology has been designed and reviewed by the Audit
Committee on an annual basis. On a monthly basis, the Internal Auditor
discusses his internal audit reviews and findings with the management
and obtains management’s responses on various issues. Internal audit
reports are prepared for the Audit Committee every quarter.

Formal meetings were held every three months between the Internal
Auditor and the Audit Committee to discuss internal audit issues in
2013. During Audit Committee Meetings, the Audit Committee also
enquired on financial and internal control matters with the external
auditor. The Audit Committee has the authority to have direct discussion
with the external auditor in the absence of management if deemed
necessary, and they meet at least once annually for this purpose.
Executive Director(s) is/are present at the Audit Committee Meetings to
answer enquiries from the Audit Committee and to report to the Board
on matters arising.
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The Directors acknowledged that it is their responsibility to maintain
effective risk management and internal control systems, and had
reviewed them four times in 2013. The Directors manage risks by
strategic planning, appointing appropriately qualified and experienced
personnel at senior positions, monitoring the Group’s performance
regularly, maintaining effective control over capital expenditure and
investments, and setting a Code of Conduct for all Directors and
employees to follow.

The Directors had 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
financial year ended December 31, 2013, and were satisfied that an
effective and adequate internal control system had been in operation.

Considerations are also given to the adequacy of resources, staff
qualifications and experience, training programs and budget of the
Company’s accounting and financial reporting function. The Directors
came to such a conclusion based on the Company’s policies and
procedures, specific limits of authority, budgetary controls, regular
monitoring of performance and the reports from both the external
auditor and the Internal Auditor.

We identify major risks in different areas of the Group. The major risks
have been covered under the paragraph headed “Risk Management” in
the Management Discussion and Analysis of this annual report.

The Directors confirm that there have been no major downside changes
in the nature and extent of significant risks faced by us from the
previous financial year, and the Company has the ability to respond to
any such changes in our business and the external environment.

Furthermore, there were no significant control failings or weaknesses
identified that have not been rectified in 2013. We closely monitor our
system of internal controls, and received further assurance from the
Audit Committee that the internal audit function has been functioning
effectively. We have complied with the code provisions set out in the
CG Code in respect of maintaining an effective internal control system.
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3. Code of Conduct

We have adopted a corporate Code of Conduct since 1994 which is
updated from time to time.

The Code of Conduct clearly spells out the Company’s stance, the legal
requirements, conflicts of interest, handling of confidential information
and company property, use of information and communication systems,
avenue for whistle-blowing, fair trading with suppliers and contractors,
payment procedures, responsibilities to shareholders and the financial
community, relationship with customers and consumers, employment
practices, and responsibilities to the community. In essence, it details
the Group’s philosophy in running its business and acts as a benchmark
for all staff and suppliers to follow.

In order to monitor and enforce compliance to the Code of Conduct,
functional managers are responsible for ensuring their subordinates
fully understand and comply with the standards and requirements
as stipulated. Any violation thereof will result in the employee being
disciplined, including termination of employment or reporting to
appropriate authorities if necessary. The Executive Directors will
also answer directly to any Board member for impartial and efficient
handling of complaints received from all shareholders and potential
shareholders, customers and consumers, suppliers and contractors
and our employees.

A whistle-blowing mechanism has been put in place for reporting actual
or potential violations of the Code of Conduct and other suspected
irregularities. It is designed to encourage employees and other related
third parties such as contractors and tenants to raise serious concerns
in confidence about misconduct, fraudulent activities, or malpractices
in any matter related to the Group. All the cases will be addressed to
the Head of Internal Audit directly and investigated by Internal Audit on
a confidential basis. The Company has also set up an email account
(whistleblowing@hanglung.com).

All staff are made aware of integrity issues through the Code of Conduct,
policies and procedures. A comprehensive and tailored training program
on integrity conducted by a leading mainland law firm was arranged for
the staff in mainland China in 2013.
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Also, to make sure that all operations are managed in accordance with
a high standard of practice and corporate governance, all employees
are reminded of the policy governing conflict of interest situations
every six months. The executives are also required to complete and
sign a declaration form every six months declaring their interests,
directly or indirectly, with the Company and our subsidiaries and
associated companies.

4. Auditor’'s Remuneration

KPMG was re-appointed as our external auditor by shareholders at the
2013 AGM until the conclusion of the 2014 AGM. They are primarily
responsible for providing audit services in connection with the annual
consolidated financial statements.

The total remuneration in respect of services provided by the external
auditor is as follows:

BE-Z—=fF
+=—A=+—HLEFE
Year ended December 31, 2013

HE-Z——F
+ZA=+—RHLFE
Year ended December 31, 2012

BEEHET BEEET

HK$ (in Million) HK$ (in Million)

VEEZERTE Statutory audit services 7 8
B & EL A AR 7S Tax and other services 5 5

(B)EFHENER

1. RE

EERCHEREBAKRE  #HNEQF
EXEAMRERERE HERERZE
B ARERAERERMABAQTEN
R AR AR B B AN 3SR A - WIS
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R AR B B R R 2 R - SNES A B
BFLELRAFA g BFREBER
BRAXHRAGETASRRS —HEZ
XHFTHRR EERIBEBUNEE
BERRERBER - BFASRKRBER
HhE

(V) Communication with Stakeholders
1. Shareholders

The Board has established a shareholders communication policy
setting out strategies that the Company has in place to promote
effective communication with shareholders, with the aim of ensuring
shareholders are provided with information about the Company and
enabling them to engage actively with the Company and to exercise their
rights as shareholders in an informed manner. The policy is regularly
reviewed to ensure its effectiveness.

Our AGM provides a good opportunity for communication between
the Board and shareholders. The Chairmen of the Board and of
the Committees are normally present to answer queries raised by
shareholders. The external auditor also attends the AGM every year.
Notice of the AGM and related papers are sent to shareholders at least
20 clear business days before the meeting. Each separate issue is
proposed by a separate resolution by the Chairman. The meeting enjoys
strong participation from shareholders.
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Shareholder(s) representing at least 5% of the total voting rights of the
Company can make a requisition to convene an extraordinary general
meeting pursuant to the Companies Ordinance. The requisition must
state the business to be dealt with at the meeting, signed by the relevant
shareholder(s) and deposited at our registered office for the attention
of the Company Secretary. Furthermore, the Companies Ordinance
provides that (i) shareholder(s) representing at least 2.5% of the total
voting rights of all shareholders of the Company or (ii) at least 50
shareholders holding the shares which has been paid up an average
sum of not less than HK$2,000 per shareholder (the requirement
of such average sum will be removed when the new Companies
Ordinance becomes effective from March 3, 2014) can put forward
proposals for consideration at a general meeting of the Company by
sending a requisition in writing to the registered office of the Company
for the attention of the Company Secretary. The above requisitions
authenticated by the person or persons making them may also be
sent to the Company in electronic form to ir@hanglung.com after the
operation of the new Companies Ordinance on March 3, 2014.

According to our articles of association, if any shareholder(s)
representing not less than one-tenth of the total voting rights of all the
shareholders having the right to attend and vote at general meetings
of the Company wish(es) to propose a person (other than a retiring
director) for election as a director (the “Candidate”) at a general
meeting of the Company, the following documents must be lodged at
our registered office: (i) a written notice of such proposal duly signed by
the shareholder(s) concerned; and (ii) a written consent duly signed by
the Candidate indicating his/her willingness to be elected. The period
for lodgment of the above documents (being a period of at least seven
days) shall commence no earlier than the day after the dispatch of the
notice of the meeting appointed for such election and end no later than
seven days prior to the date of such meeting.

Specific enquiries and suggestions by shareholders can be sent
in writing to the Board or the Company Secretary at our registered
address or by e-mail to our Company at ir@hanglung.com. In addition,
shareholders can contact Computershare Hong Kong Investor Services
Limited, the share registrar of the Company, if they have any enquiries
about the shareholdings and entitlement to dividend. Relevant contact
details are set out under “Listing Information” of this annual report.
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Our last AGM was held on April 18, 2013 at Grand Ballroom, Lower
Lobby, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong.
The meeting was attended by 259 shareholders present in person or
by proxy. At the meeting, the Chairman had demanded a poll on each
of the resolutions submitted for voting, and the shareholders were
provided with detailed procedures for conducting a poll. All resolutions
tabled at the 2013 AGM, inter alia, adoption of the financial statements,
re-election of Directors, re-appointment of auditor and renewal of
general mandates were voted on by poll, and the results of poll voting
were posted on the websites of our Company and of HKEx in the
evening on the same day. There are no changes in our memorandum
and articles of association in 2013.

ZHAFTASNRRAH
Shareholders Participation in AGMs
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To align with the new Companies Ordinance to become effective from
March 3, 2014, the Board proposed to make certain amendments to
the memorandum and articles of association of the Company at the
forthcoming AGM to be held on April 24, 2014. Details are set out in
the circular to shareholders to be sent together with this annual report.
The important shareholders’ dates for the coming financial year, which
include the Board Meetings for considering the payments of interim and
final dividends for the year ending December 31, 2014 and the AGM,
are expected to be held at around late July 2014, late January 2015 and
in April 2015 respectively.

2. Investors

Details of shareholders by domicile as at December 31, 2013 are as

Hh 5 follows:
KRR BRE
Shareholders Shareholdings

A Batt R BE Batt
@it Domicile Number % Number of Shares %
B Hong Kong 2,986 94.37 4,469,363,815 99.79
HR B A i Mainland China 56 1.77 3,916,820 0.09
JRPT Macau 6 0.19 376,923 0.01
aa Taiwan 2 0.07 593 0.00
WS Australia and New Zealand 9 0.28 14,105 0.00
ERMER Canada and USA 48 1.52 2,592,550 0.05
REE South East Asia 44 1.39 2,611,917 0.06
FE United Kingdom 9 0.28 15,585 0.00
HAth Others 4 0.13 3,362 0.00
e TOTAL 3,164 100.00 4,478,895,670 100.00
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Details of shareholders by holding range as at December 31, 2013 are

SEMFBOT - as follows:
BR=R* HRE"
Shareholders* Shareholdings*

A BatE R BB Bat
BEREH7 Holding Range Number % Number of Shares %
1-1,000 f% 1-1,000 shares 1,448 45.76 692,846 0.02
1,001 - 5,000/% 1,001 - 5,000 shares 808 25.54 2,248,652 0.05
5,001 - 10,0008% 5,001 - 10,000 shares 330 10.43 2,706,932 0.06
10,001 - 100,000% 10,001 - 100,000 shares 479 15.14 16,506,463 0.37
100,000 PA £ Over 100,000 shares 99 SL13 4,456,740,777 99.50
@Et TOTAL 3,164 100.00 4,478,895,670 100.00

*BRRENBE -t R2EPRAEERIWERGZ A
T REEMBZHREBARNRN  UEBPREH
REABRAREEECHAAA T NE-—T=
Bt tEENT=E/\THERH

BEAFHRBEH REAQFATAGEM
ARBEENNEZRARAEN  AREIE
MR EMARAFTAZ ARFRE -

ARBHNABRMBEERBEELER 2
HEER  BRBEBARNRRZFR NP R
O NEHELNMEBEEE: RITLE
G BHGTERMER A NERAFH
BRMEHR - BR REE  BHEILR
ALEZFBERLESR  YRAPTES
NRAWEREEZTBZTRAERERE -

EMALHAIE EARRZBEEH AR
AlZER - ARBZBAERREMBEEE
RERSN > TMREEARRBEMERHEFR
BRETHLENE HEME &H2E
BHITRMEE  TERRZBROER 2
A - RRIAFLERFE ARES -

BriEEERTR

EREFMEEAR  BMNERAREE
BT CEEATH  LEHSERT B
CREATUZ TG RBHRERE

FH o

*

incorporating, in their respective shareholdings range, 411 participants of Central
Clearing and Settlement System holding a total of 2,813,778,384 shares registered in
the name of HKSCC Nominees Limited

Based on the information that is publicly available to the Company and
within the knowledge of the Directors of the Company as at the date of
this annual report, the Company has maintained the prescribed public
float under the Listing Rules.

We are committed to disclosing relevant information on our activities
to our shareholders and investors through regular analysts’ briefings,
press conferences and press releases, e-mails and our website,
apart from through our annual and interim reports. All enquiries and
proposals received from shareholders, investors, media or the public
are responded to by Executive Directors, the Company Secretary or
appropriate key executives.

The Company’s information is accessible to all via our website. Besides
providing traditional financial data, our website also contains the most
current information including properties available for sale and leasing,
latest number of issued shares, updated substantial shareholders’
interests in shares, newsletters, major corporate events and frequently
asked questions.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

As good corporate citizens, we have adopted and fully complied
with, and in many cases exceeded, the code provisions and some
recommended best practices of the CG Code.
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BRRECRTE

Mr Ronnie Chichung Chan
EE K Chairman

Aged 64, Mr Chan joined the Group in 1972 and was appointed to
the Board of Hang Lung Properties Limited in 1986 before becoming
Chairman in 1991. He also serves as Chairman of Hang Lung Group
Limited. Mr Chan is Vice-President of The Real Estate Developers
Association of Hong Kong, Co-Chair of Asia Society and Chairman of its
Hong Kong Center. He also acts as an advisor to China Development
Research Foundation in Beijing. Mr Chan sits on the governing or
advisory bodies of several think-tanks and universities, including The
Hong Kong University of Science and Technology, University of Southern
California, USA, where he received his MBA, Tsinghua University in
Beijing and Fudan University in Shanghai.

FRi= B et
Mr Shang Shing Yin

BIEER BUENTES)
Vice Chairman (Independent Non-Executive Director)

Aged 82, Mr Yin joined Hang Lung in 1970 and was appointed to the
Board of Hang Lung Properties Limited in 1980. A past Managing
Director, he has been Vice Chairman since 1992. He has over 40 years
of experience in the fields of property investment and development,
and is a qualified banker with a Banking Diploma from The Chartered
Institute of Bankers in London, UK. Mr Yin also serves as Vice Chairman
of Hang Lung Group Limited.
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FRE 4o E
Mr Philip Nan Lok Chen

% F4A4IE Managing Director

Aged 58, Mr Chen joined the Company and its listed holding company,
Hang Lung Group Limited, as Managing Director in July 2010.
Mr Chen has more than 30 years of management experience, mostly
in the aviation industry, acquiring a wealth of experience in Hong Kong,
Mainland China and beyond. Mr Chen graduated from the University of
Hong Kong in 1977 with a Bachelor of Arts degree and holds a Master’s
degree in Business Administration from the same university.

RERKE
Mr Nelson Wai Leung Yuen
JEH7TE E Non-Executive Director

Aged 63, Mr Yuen was appointed as a Non-Executive Director in March
2011. He joined Hang Lung in 1978, became an Executive Director of
the Company in 1986, and was appointed as Managing Director of the
Company and its holding company, Hang Lung Group Limited, in 1992,
He held this position until his retirement in July 2010. He is a graduate
of The University of Manchester, UK and a Fellow of The Institute of
Chartered Accountants in England and Wales.
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EEEEE xznmm cvo 22028 . 08E ATHE
Mr Ronald Joseph Arculli esm, cvo, Gss, 0BE, Jp

B IEENTTE S Independent Non-Executive Director

Aged 75, Mr Arculli joined the Board in 1980. Mr Arculliis a practicing
solicitor and was a Member of the Legislative Council of Hong Kong from
1988 to 2000, representing the Real Estate and Construction functional
constituency between 1991 and 2000. He was a non-official member
of the Executive Council of the HKSAR from November 2005 to June
2012, and served as Convenor from October 2011 to June 2012. Mr
Arculli was the Independent Non-Executive Chairman of Hong Kong
Exchanges and Clearing Limited from April 2006 to April 2012, and
remained as an Independent Non-Executive Director until his retirement
in April 2013. He has a distinguished record of public service and has
served on numerous government committees and advisory bodies.
Mr Arculli is an Independent Non-Executive Director of SCMP Group
Limited and a Non-Executive Director of HKR International Limited,
Power Assets Holdings Limited, Hutchison Harbour Ring Limited, Sino
Hotels (Holdings) Limited, Sino Land Company Limited and Tsim Sha
Tsui Properties Limited.
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BREE LT exnes . ose. AT@E
Dr Hon Kwan Cheng ass, osE, Jp

B JEENTTE S Independent Non-Executive Director

Aged 86, Dr Cheng joined the Group in 1993. Dr Cheng obtained
an engineering degree from Tianjin University and a postgraduate
diploma from Imperial College, London, UK, of which he is a Fellow.
He is a past President, Honorary Fellow and Gold Medallist of The
Hong Kong Institution of Engineers, Fellow of the Hong Kong Academy
of Engineering Sciences, and past Vice President, Fellow and Gold
Medallist of The Institution of Structural Engineers, Fellow of The
Institution of Civil Engineers, UK, Honorary Fellow of The Institution
of Engineers, Australia, and an Authorized Person and Registered
Structural Engineer in Hong Kong, with a State Class 1 Registered
Structural Engineer qualification. Dr Cheng was a Member of both the
Executive and Legislative Councils and Chairman of the Hong Kong
Housing Authority. Dr Cheng is an Independent Non-Executive Director
of Wing Hang Bank, Limited, Agile Property Holdings Limited and
Tianjin Development Holdings Limited. He is also an Independent Non-
Executive Director of Hang Lung Group Limited.
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PR&ME 2+
Ms Laura Lok Yee Chen

B IEBTTE S Independent Non-Executive Director

Aged 65, Ms Chen joined Hang Lung in 1997. As an experienced
professional, Ms Chen has been active in the financial/real estate
industries both in the United States and in Hong Kong since the early
80’s. Since 1993 she became an executive director of the Sterling
Group — a private investment entity managing various portfolios in
global capital markets. From 2000 onwards, Ms Chen has transitioned
her interest into the development and management in the philanthropic
arena. She is currently the executive chair of a Hong Kong based private
foundation. She is particularly interested in good corporate governance
of and capacity building for non-profit organizations, and in the creation
of high impact private/public partnerships. Ms Chen serves as a Trustee
of Asia Society Hong Kong Center, and is an advisory council member of
Johns Hopkins University's Hopkins Nanjing Center. She holds an MBA
from the George Washington University in Washington, DC, USA, and a
postgraduate certificate in International Banking from the University of
Virginia, USA. Ms Chen is also an Independent Non-Executive Director
of Hang Lung Group Limited.
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BHEHIR aznes. avet
Professor Pak Wai Liu sss, ip
B IEBTTE S Independent Non-Executive Director

Aged 66, Professor Liu joined the Board as an Independent Non-
Executive Director in 1998. He received his AB degree from Princeton
University and Ph.D degree from Stanford University in the US.
Professor Liu is Research Professor and was formerly Pro-Vice-
Chancellor of the Chinese University of Hong Kong. He holds a number
of positions related to his field of study, including Director of the
Economic Research Centre of the Hong Kong Institute of Asia-Pacific
Studies and Vice-President of The East Asian Economic Association.
He was formerly Director of the Institute of Global Economics and
Finance and was appointed Distinguished Fulbright Scholar in 2000-01.
Professor Liu serves on many government advisory bodies. He is a
member of the Advisory Committee on Post-Office Employment for
Former Chief Executives and Politically Appointed Officials and the
Working Group on Long-Term Fiscal Planning of the HKSAR. He
was a past member of the Commission on Strategic Development,
the Independent Commission on Remuneration for Members of the
Executive Council and the Legislature, and Officials under the Political
Appointment System of the HKSAR, the Provisional Minimum Wage
Commission, the Independent Commission on Remuneration for
the Members of the District Councils of the HKSAR and the Aviation
Development Advisory Committee. He is also a Director of the Hong
Kong Institute for Monetary Research of the Hong Kong Monetary
Authority, and was a Non-Executive Director of the Securities
and Futures Commission and Chairman of its Remuneration
Committee. Professor Liu is an Independent Non-Executive Director
of Transport International Holdings Limited. He was awarded the Silver
Bauhinia Star (SBS) in 1999, and appointed Justice of Peace (JP)
in 2006.
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{n] A HE o A
Mr Dominic Chiu Fai Ho

B IEBTTE S Independent Non-Executive Director

Aged 63, Mr Ho joined the Board as an Independent Non-Executive
Director in April 2008. Mr Ho retired as co-chairman of KPMG, China
and HKSAR on March 31, 2007. He obtained his degrees at the
University of Houston in the United States and is a member of the
American Institute of Accountants and a member of the Hong Kong
Institute of Certified Public Accountants. He was a past member of
the Corruption Prevention Advisory Committee of the Independent
Commission Against Corruption and of the Insurance Advisory
Committee, both in Hong Kong. Mr Ho is also a Non-Executive and
Independent Director of Singapore Telecommunications Limited.

CEA=P e
Mr Hau Cheong Ho

#1TE % Executive Director

Aged 54, Mr Ho joined the Group in 2008 and was appointed to the
Board of the Company and of its holding company, Hang Lung Group
Limited, in September 2010. He is the Chief Financial Officer of the
Company. Mr Ho possesses more than 30 years of management
experience covering a wide range of industries in England, Australia,
Mainland China and Hong Kong. He qualified as a chartered accountant
in England and Wales and Australia and holds an MBA from the
University of Melbourne, Australia and a Bachelor of Commerce Degree
in Accounting from the University of Birmingham, UK.
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Mr Norman Ka Ngok Chan

Director — Leasing & Sales

Aged 61, Mr Chan joined the Group in 2013 as Director — Leasing &
Sales. He is responsible for formulating and implementing strategies and
business plans for the development of the Group’s property leasing and
management in Hong Kong and on the Mainland. Mr Chan possesses
over 30 years of experience in property leasing and management. He
holds a Bachelor of Commerce degree from The University of Alberta,
Canada. He is a Chartered Accountant of The Institute of Chartered
Accountants of Alberta, a Fellow Member and a Certified Public
Accountant of the Hong Kong Institute of Certified Public Accountants.

Ms Bella Peck Lim Chhoa

Company Secretary, General Counsel and Assistant Director — Corporate Affairs

Aged 43, Ms Chhoa joined the Group as Company Secretary, General
Corporate Affairs in 2011. She is
responsible for overseeing the company secretarial, legal and human
resources and training functions of the Group. Prior to joining the Group,
she was head of the legal department and company secretary of two
other companies listed on The Stock Exchange of Hong Kong Limited for
a number of years. Ms Chhoa is a solicitor qualified to practice in Hong
Kong. She holds a Master of Business Administration degree from The
Chinese University of Hong Kong and a Bachelor degree in Law from
The University of Hong Kong.

Counsel and Assistant Director —

Mr Gabriel Kai Wah Cheung

Assistant Director — Cost & Controls

Aged 53, Mr Cheung joined the Group as Head of Cost & Controls
in 2013 and was appointed as Assistant Director — Cost & Controls
in January 2014. Mr Cheung possesses over 30 years of experience
in cost & controls management in Hong Kong and on the Mainland.
Mr Cheung holds a Master of Construction Management degree from
the University of New South Wales, Australia. He is a Registered
Professional Surveyor (Quantity Surveying) of Hong Kong, a Fellow of the
Hong Kong Institute of Construction Managers, a Fellow of the Chartered
Institute of Building, a Fellow of the Royal Institution of Chartered
Surveyors, a Fellow of the Hong Kong Institute of Surveyors, a Member
of the Chartered Institute of Arbitrators and a Member of the Association
of Cost Engineers. He is also an Honorary Fellow of the Shenzhen Cost
Engineer Association and holds the qualification for Registered Cost
Engineer in mainland China.
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Mr Chuk Fai Kwan

Assistant Director — Corporate Communications

Aged 54, Mr Kwan joined the Group as Assistant Director — Corporate
Communications in 2011. Mr Kwan possesses over 25 years of
experience in public relations and corporate affairs. He holds an
Executive MBA degree from The University of Western Ontario, Canada,
and a Bachelor of Arts degree from The University of Hong Kong.

Mr Peter Ting San Leung

Assistant Director — Project Construction

Aged 53, Mr Leung joined the Group as Assistant Director — Project
Construction in January 2014. Mr Leung possesses over 28 years of
experience in developing and managing projects on the Mainland
and overseas. He holds a Postgraduate Diploma in Construction
Project Management from The University of Hong Kong, a Bachelor of
Architecture degree and a Bachelor of Science (Architecture) degree
from McGill University, Canada. He is also a Registered Architect in
Hong Kong, a Member of The Hong Kong Institute of Architects and
holds a PRC Class 1 Registered Architect Qualification.

Mr Moses Woon Tim Leung

Assistant Director — Project Planning

Aged 46, Mr Leung joined the Group as Senior Manager — Project
Construction in 2007 and was appointed as Assistant Director — Project
Planning in 2011. He possesses over 20 years of experience in project
design with various consultant firms and in exposure to Mainland
projects. Mr Leung holds a Bachelor of Arts degree in Architectural
Studies and a Bachelor of Architecture degree from The University of
Hong Kong. He is a Registered Architect in Hong Kong, a Member of
The Hong Kong Institute of Architects and an Authorized Person under
the Buildings Ordinance.

Mr Adrian Kin Leung Lo

Assistant Director — Project Construction

Aged 53, Mr Lo joined the Group as Assistant Director — Project
Construction in 2013. Mr Lo possesses over 25 years of experience in
architectural design and project management for both Hong Kong and
Mainland projects. Mr Lo holds a Master of Business Administration
degree from the Asia International Open University, Macau, a Bachelor
of Architecture degree and a Bachelor of Arts degree in Architectural
Studies from The University of Hong Kong. He is also a Registered
Architect in Hong Kong, an Authorized Person under the Buildings
Ordinance and a Member of The Hong Kong Institute of Architects.
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Mr Gavin Yee Liang Lu

Assistant Director — Project Construction

Aged 51, Mr Lu joined the Group as Assistant Director — Project
Construction in 2010. Mr Lu possesses over 30 years of experience in
architectural design, business development and project management
with major property developers and leading consultants. He has
extensive exposure to property development and property management
on the Mainland and in the Asia Pacific region. Mr Lu has a Bachelor of
Science degree in Architecture and a Bachelor of Architecture degree
from The University of Newcastle, Australia. He is a Registered Architect
in Singapore, a Member of The Royal Institute of British Architects and
a Member of The Singapore Institute of Architects.

Mr Raymond Wai Man Mak

Assistant Director and Group Financial Controller

Aged 50, Mr Mak joined the Group as Assistant Director & Group
Financial Controller in 2011. Mr Mak possesses 25 years of experience
in finance, auditing and as company secretary. He holds a Master of
Business Administration degree from The University of Warwick, UK. He
is a Certified Public Accountant of the Hong Kong Institute of Certified
Public Accountants and a Fellow Member of the Chartered Association
of Certified Accountants, UK.

Ms Mary Yuen Yee Yan

Assistant Director — Leasing & Management

Aged 46, Ms Yan joined the Group as Assistant Director — Leasing &
Management in February 2014. Ms Yan possesses over 20 years of
experience in property leasing and management. She holds a Bachelor
of Arts degree from The University of Hong Kong.

Mr William Wing Chung Yiu

Assistant Director - Leasing & Management

Aged 43, Mr Yiu joined the Group as Assistant Director — Corporate
Audit in 2011 and was appointed as Assistant Director — Leasing &
Management in 2013. Mr Yiu possesses over 15 years of finance,
internal audit and mainland China taxation experience. He holds a
Master of Business Administration degree from the California State
University, Hayward, USA, and a Bachelor of Economics degree from
Monash University, Australia. He is a Certified Practising Accountant of
the Australian Society of Certified Practising Accountants, an Associate
of the Hong Kong Institute of Certified Public Accountants and a
Member of the Institute of Internal Auditors.
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The directors have pleasure in submitting their report together with the
audited Financial Statements for the year ended December 31, 2013.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding, and
through its subsidiaries, property investment for rental income, property
development for sales and leasing, car park management and property
management.

An analysis of the turnover and trading results of the Company and
its subsidiaries (collectively referred to as the “Group”) by operating
segments during the financial year is set out in Note 3 on the Financial
Statements.

PRINCIPAL SUBSIDIARIES AND JOINT VENTURES

A list of principal subsidiaries and joint ventures, together with their
places of operations and incorporation and particulars of their issued
share capital/registered capital is set out in Notes 35 and 36 on the
Financial Statements.

FINANCIAL RESULTS

The profit of the Group for the year ended December 31, 2013, and the
state of affairs of the Company and of the Group at that date are set out
in the Financial Statements on pages 148 to 217.

TEN-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last ten financial years is set out on page 218.
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DIVIDENDS

The directors now recommend a final dividend of HK58 cents per share
which, together with the interim dividend of HK17 cents per share
paid on September 26, 2013, makes a total of HK75 cents per share
in respect of the year ended December 31, 2013. The proposed final
dividend, if approved by the shareholders at the annual general meeting
on April 24, 2014, will be paid on May 15, 2014 to shareholders whose
names appear on the register of members on April 30, 2014.

MAJOR SUPPLIERS AND CUSTOMERS

During the year, both the percentage of purchases attributable to the
Group's five largest suppliers combined and the percentage of turnover
or sales attributable to the Group’s five largest customers combined
were less than 30% of the total purchases and turnover or sales of the
Group respectively.

RESERVES

Movements in the reserves of the Company and of the Group during the
year are set out in Note 23 on the Financial Statements.

DONATIONS

Donations made by the Group during the year amounted to HK$16
million (2012: HK$14 million).

FIXED ASSETS

Details of movements in fixed assets during the year are set out in Note
12 on the Financial Statements.
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BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as at
December 31, 2013 are set out in Note 19 on the Financial Statements.

BORROWING COSTS CAPITALIZATION

Borrowing costs capitalized by the Group during the year amounted to
HK$716 million (2012: HK$393 million).

MAJOR GROUP PROPERTIES

Details of major properties of the Group as at December 31, 2013 are
set out on pages 74 to 79.

SHARE CAPITAL

During the year, as a result of the exercise of share options under the
Company’s share option schemes, 2,329,625 shares (2012: 3,796,000
shares) of HK$1.00 each, fully paid, were issued for total consideration
of HK$45,155,020 (2012: HK$59,827,080).

Details of movements in share capital of the Company during the year
are set out in Note 22 on the Financial Statements.
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DIRECTORS

The directors of the Company as at the date of this report are listed
on page 219 and their brief biographical details are set out on pages
126 to 132. Details of their remuneration are set out in Note 7 on the
Financial Statements.

In accordance with articles 103 and 104 of the Company’s articles of
association, Mr Nelson W.L. Yuen, Dr H.K. Cheng, Ms Laura L.Y. Chen
and Prof P.W. Liu retire from the board by rotation at the forthcoming
annual general meeting and, being eligible, offer themselves for
re-election.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company, its holding company
or any of their subsidiaries which is not determinable within one year
without payment of compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance in relation to the Group’s business to which
the Company, its holding company or any of their subsidiaries was a
party, and in which a director of the Company was materially interested,
whether directly or indirectly, subsisted at any time during the year or
at the end of the year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at December 31, 2013, the interests or short positions of each of
the directors in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of the
Securities and Futures Ordinance (the “SFO”)) which were required
to be notified to the Company and The Stock Exchange of Hong Kong
Limited pursuant to Part XV of the SFO or pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers or which were
recorded in the register required to be kept by the Company under
section 352 of the SFO are as follows:

AQT (HR) EREEERAE (F8)
The Company (Long Position) Hang Lung Group Limited (Long Position)
BB RIEHE
BT WURBZRE 287 AIRBZRE
[N (FF&ED) [N (Mi5E2)
Aok Number of B Number of
RHHE % of  Shares under RHOEE % of Shares under
Name of Number of Issued Option Number of Issued Option
EEnE 54 Directors Capacity Shares Capital (Note 1) Shares Capital (Note 2)
FRERTR  EA Ronnie C. Chan Personal - - 41,070,000 - - 11,790,000
BRHEE - S.S.Yin — - - — _ _ _
FREGfE EA Philip N.L. Chen Personal = = 19,000,000 = = =
=R A Nelson W.L. Yuen  Personal - — 24,320,000 - - -
EF®  {EAK RonaldJ. Arculli Personal & 724,346 0.02 - 1,089,975 0.08 -
N Corporate
gz - H.K. Cheng - - - _ _ _ _
PREEYE - Laura L.Y. Chen - = = = = = =
BiE  BAKR P.W. Lu Personal & 100,000 - - - _ _
EJE] Family
faerE - Dominic C.F. Ho = = - - - - _
(EEF=SN(TPN H.C. Ho Personal - - 8,600,000 - - -
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1. REAQAZROMESANHEZS

Movements of Options under the Share Option Schemes of the Company

() RZZEZE=F+— A+ ZAEEM G5 kT &
Share Option Scheme adopted on November 22, 2002

RBHETRBZRE 5
Number of Shares under Option BRATHEE
(A)
BREBAH R2013%F  FRITE R2013F Exercise BERD A
(B/B/%) 1818  Exercised 128318 Price (A/B/%) (A/B/%F)
Date Granted As at during As at per Share Vested Dates Expiry Date
(mm/ddlyyyy) ##& Name Jan 1, 2013 the Year Dec 31, 2013 (HK$) (mm/dd/yyyy) — (mm/dd/yyyy)
05/20/2004  PREXZ  Ronnie C. Chan 5,090,000 - 5,090,000 $9.20  05/20/2005: 25% 05/19/2014
05/20/2006: 25%
05/20/2007: 25%
05/20/2008: 25%
11/20/2006  FRECR  Ronnie C. Chan 2,000,000 - 2,000,000 $17.14  11/20/2007: 10% 11/19/2016
11/20/2008: 20%
11/20/2009: 30%
11/20/2010: 40%
08/21/2007 [RESZ= Ronnie C. Chan 3,640,000 - 3,640,000 $25.00 08/21/2008: 10% 08/20/2017
={ER Nelson W.L. Yuen 3,510,000 - 3,510,000 08/21/2009: 20%
08/21/2010: 30%
08/21/2011: 40%
08/21/2007 [RES5= Ronnie C. Chan 5,600,000 - 5,600,000 $25.00 08/21/2009: 10% 08/20/2017
={ER Nelson W.L. Yuen 5,400,000 - 5,400,000 08/21/2010: 20%
08/21/2011: 30%
08/21/2012: 40%
09/01/2008  fAJ#& H.C.Ho 300,000 - 300,000 $24.20 09/01/2010: 10% 08/31/2018
09/01/2011: 20%
09/01/2012: 30%
09/01/2013: 40%
12/31/2008  BEELGE  Ronnie C. Chan 9,240,000 - 9,240,000 $17.36  12/31/2010: 10% 12/30/2018
=R Nelson W.L. Yuen 8,910,000 - 8,910,000 12/31/2011: 20%
a8 H.C.Ho 300,000 - 300,000 12/31/2012: 30%
12/31/2013: 40%
02/08/2010  FRESZR  Ronnie C. Chan 6,500,000 - 6,500,000 $26.46  02/08/2012: 10% 02/07/2020
={ER Nelson W.L. Yuen 6,500,000 - 6,500,000 02/08/2013: 20%
02/08/2014: 30%
02/08/2015: 40%
07/29/2010  FREg4%  Philip N.L. Chen 10,000,000 - 10,000,000 $33.05 07/29/2012: 10% 07/28/2020
07/29/2013: 20%
07/29/2014: 30%
07/29/2015: 40%
09/29/2010  fAZ& H.C. Ho 2,000,000 - 2,000,000 $36.90 09/29/2012: 10% 09/28/2020
09/29/2013: 20%
09/29/2014: 30%
09/29/2015: 40%
06/13/2011 [RES=  Ronnie C. Chan 4,500,000 - 4,500,000 $30.79 06/13/2013: 10% 06/12/2021
FRE#E  Philip N.L. Chen 4,500,000 - 4,500,000 06/13/2014: 20%
fZ& H.C.Ho 3,000,000 - 3,000,000 06/13/2015: 30%
06/13/2016: 40%
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Movements of Options under the Share Option Schemes of the Company (continued)

(il R=ZZT—=FMWA+/\BEHEM 2 B’ s E
Share Option Scheme adopted on April 18, 2012

RIBHIRE AR 2 IR .
Number of Shares under Option ﬁﬂﬂﬁﬁﬁ
(&%)
B A20135F FREE A20135F Exercise BEAH A
(R/B/%) 1A1AR Granted 12A31R Price (R/B/%) (B/B/%F)
Date Granted As at during As at per Share Vested Dates Expiry Date
(mm/ddlyyyy) & Name Jan 1, 2013 the Year Dec 31, 2013 (HK$) (mm/dd/yyyy) — (mm/dd/yyyy)
06/04/2013  FRERSR  Ronnie C. Chan — 4,500,000 4,500,000 $28.20 06/04/2015: 10% 06/03/2023
[RE 4 Philip N.L. Chen - 4,500,000 4,500,000 06/04/2016: 20%
]2 g H.C.Ho - 3,000,000 3,000,000 06/04/2017: 30%
06/04/2018: 40%
2. REEEREEERATZROHESENHESS
Movement of Options under the Share Option Scheme of Hang Lung Group Limited
RIE AR AR RS 2 R# L
Number of Shares under Option §E§g§g§
/
REBH A2013%F FRITE A2013F Exercise SEAH A
(B/8/%) 1818  Exercised 128318 Price (A/B/%) (A/B/%)
Date Granted As at during As at per Share Vested Dates Expiry Date
(mm/dd/yyyy) #H& Name Jan 1, 2013 the Year Dec 31, 2013 (HK$) (mm/dd/yyyy)  (mm/dd/yyyy)
05/20/2004 FREXZR Ronnie C. Chan 5,090,000 - 5,090,000 $9.45  05/20/2005: 25% 05/19/2014
05/20/2006: 25%
05/20/2007: 25%
05/20/2008: 25%
11/20/2006 [RRi= Ronnie C. Chan 6,700,000 - 6,700,000 $20.52  11/20/2007: 10% 11/19/2016

11/20/2008: 20%
11/20/2009: 30%
11/20/2010: 40%

BRIALFIREIN - RRAREFHWEF 2T
MMEATERN - E-—=F+-A=+—
BHAARBRERBEEEZ k) - 48
RAR () S B R RE 2 AR SRR o

B%\DALFJ/T%LL@\\ CRFEREAER AQ
HER AR SRS 2 EAHE AL
E J’Eu”ﬂ?cﬂﬁﬁﬂf$ AEE (BRAREZ
EBkRmtN\BRZTR) A %EE%J\K/‘_
AT EL S 2 B D Sk B R T s

Save as disclosed above, none of the directors of the Company or any
of their associates had, as at December 31, 2013, any interests or short
positions in the shares, underlying shares or debentures of the Company
or any associated corporations.

Other than as stated above, at no time during the year was the
Company, its holding company or any of their subsidiaries a party to
any arrangement to enable the directors of the Company (including
their spouses and children under 18 years of age) to acquire benefits
by means of the acquisition of shares in or debentures of the Company
or any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at December 31, 2013, details of substantial shareholders” and other
persons’ (who are required to disclose their interests pursuant to Part XV
of the SFO) interests and short positions in the shares and underlying
shares of the Company as recorded in the register required to be kept
under section 336 of the SFO are as follows:

BERAREERGEE

Number of Shares or ERITREAZESE

Underlying Shares Held % of Issued Capital
(#&) (RRE) (##&) (%&)
Mt (Long (Short (Long (Short
£ Name Note Position) Position) Position) Position)
FRERE S Chan Tan Ching Fen 1 2,380,487,340 - 53.15 -
Cole Enterprises Holdings Limited Cole Enterprises Holdings Limited 1 2,380,487,340 - 53.15 -
Merssion Limited Merssion Limited 1 2,380,487,340 - 53,15 -
EREEEABRAR Hang Lung Group Limited 2 2,352,154,240 - 52.52 -
BRAERAR Prosperland Housing Limited 3  1,267,608,690 - 30.60 -
Purotat Limited Purotat Limited 3 354,227,500 - 8.55 -
JPMorgan Chase & Co. JPMorgan Chase & Co. 4 269,034,750 2,645,441 6.01 0.06

Liks3

L EROE—EEESAFE ZRH AR —HLAR
HeMRBBHF LT RZEFTES 2K A - Cole
Enterprises Holdings Limited 8 Z 5t &£ & 2 X 5
A ° Cole Enterprises Holdings Limited & Merssion
Limited HAEEREEERAR([EEEE])BS
=t trEm o BREEEREWBATMAEEZ
BHERFEELRA-_+=BNAFTEN+NAELT=
BUTRERH2EBEBR -

2. ERNMEREER 2 EWBARRA - Bt
BEEEFERARZERODHEER -

3 RERAREEEEZ2EWBAR - REZER
CEEELdmEREEEMFSE L _t=fAT=
B-thHENT-_am+BREh2HER -

4 MEROTDDBAERERA RELERRFREA
CEB/ZEEBHRIBASZNEE - EhEE—Rt
THAANT=SNLTREA T ERAHEDABRD -

BUAEPTEIN RZE—=FE+_-_A=
+—B AR EEMNS T E M
o MARHRBEERENE=Za=1

NERERATREFELMA -

Notes

1. These shares were the same parcel of shares held by a trust of which Ms Chan Tan
Ching Fen was the founder. Cole Enterprises Holdings Limited was the trustee of the
trust. Cole Enterprises Holdings Limited and Merssion Limited held 37% interests in
Hang Lung Group Limited (“HLGL"). The shares held by HLGL and its subsidiaries were
included in the above-mentioned number of 2,380,487,340.

2. These shares were held by the wholly-owned subsidiaries of HLGL and as such HLGL
was deemed to be interested in these shareholdings.

3. These companies are wholly-owned subsidiaries of HLGL. Their interests were included
in the above-mentioned number of 2,352,154,240 shares held by HLGL.

4. These shares were held in the respective capacity of beneficial owner, investment
manager and custodian corporation/approved lending agent. It included 175,639,575
shares in the lending pool.

Save as disclosed above, as at December 31, 2013, no other interest
required to be recorded in the register kept under section 336 of the
SFO has been notified to the Company.
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RELATED PARTY TRANSACTIONS

Details of the significant related party transactions undertaken in
the usual course of business are set out in Note 29 on the Financial
Statements. None of these related party transactions constitutes
a discloseable connected transaction as defined under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited.

MANAGEMENT CONTRACTS

No contract for the management and administration of the whole or
any substantial part of the business of the Company was entered into
or existed during the year.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of its listed securities.

CORPORATE GOVERNANCE

The Company’s corporate governance practices are set out in the
Corporate Governance Report on pages 101 to 125.

AUDITOR

A resolution for the re-appointment of KPMG as auditor of the Company
until the conclusion of the next annual general meeting is to be
proposed at the forthcoming annual general meeting.

By Order of the Board

Bella Peck Lim Chhoa
Company Secretary

Hong Kong, January 23, 2014
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Independent auditor’s report to the shareholders of
Hang Lung Properties Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Hang Lung
Properties Limited (“the Company”) and its subsidiaries (together “the
Group”) set out on pages 148 to 217, which comprise the consolidated
and company statements of financial position as at December 31,
2013, the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of changes
in equity and the consolidated cash flow statement for the year then
ended and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
Hong Kong Companies Ordinance and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely
to you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to
the entity’s preparation of the consolidated financial statements that
give a true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
December 31, 2013 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

January 23, 2014
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Consolidated Income Statement

HE-_T—=F+=-FA=+—HIL%EE For the year ended December 31, 2013

NBE BB E in HK$ Million ﬁg 2013 2012
F - Turnover 3(a) 9,138 7,372
BEKAREEER Direct costs and operating expenses (2,301) (1,630)
ER Gross profit 6,837 5,742
N Other income 4 36 2,153
THEA Administrative expenses (642) (626)
REFAREWE S AFE  Operating profit before change in fair value

EHE AL 2 e of investment properties 6,231 7,269
B 7 NF(EE Increase in fair value of investment properties 12 2,482 2,522
DETAKREYEZ AFE  Operating profit after change in fair value

AN A 2R of investment properties 8,713 9,791
FEMA Interest income 793 621
B8 A Finance costs (398) (348)
FBMAFEE Net interest income 5 395 273
BEEEhERF Share of profits of joint ventures 14 96 105
B A AT A Profit before taxation 3(a) &6 9,204 10,169
BIE Taxation 8@) (1,447) (1,249)
AN F Profit for the year 7,757 8,920
FEA - Attributable to:

A& ER Shareholders 23 7,212 8,395

SRR A Non-controlling interests 24 545 525

7,757 8,920

FIREF Earnings per share 11(a)

HAK Basic $1.61 $1.88

e Diluted $1.61 $1.87

MBREWMED AR BRR L — 8D -
FABRRBIEREFFINMHFEL

The accompanying notes form part of these financial statements. Details
of dividends payable to equity shareholders of the Company attributable
to the year are set out in note 10.
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Consolidated Statement of Comprehensive Income

HE-_T—=F+=-FA=+—HIL%EE For the year ended December 31, 2013

NBE BB E in HK$ Million ﬁg 2013 2012
AR B A Profit for the year 7,757 8,920
Hib2mE W= Other comprehensive income 8(d)
HEgnEHoBEERE Item that may be reclassified subsequently
IER : to profit or loss:
I B A J]BRTE Exchange difference arising from translation
EEXCEHEZR of overseas subsidiaries 2,676 150
REEZHINZETE Total comprehensive income for the year 10,433 9,070
EhEEkEEEE Total comprehensive income attributable to:
A% Shareholders 9,712 8,645
FEEAR R A Non-controlling interests 721 525
10,433 9,070

R ERM T AR RER 2 — 8 -

The accompanying notes form part of these financial statements.
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Statements of Financial Position

W=—Z—=%+=H=+—8 At December 31, 2013

£E NG
Grou Compan
i ’ pery
LA EBITatE in HK$ Million Note 2013 2012 2013 2012
FRBEE Non-current assets
BEE&EE Fixed assets
KB Investment properties 107,587 98,223 - =
BRPEEYE Investment properties
under development 30,478 24,482 - -
EMETEEE Other fixed assets 289 250 - -
12 138,354 122,955 - -
MIE A Rl Interest in subsidiaries 13 - = 64,356 71,633
GRS Interest in joint ventures 14 1,030 1,041 - =
HEMEE Other assets 15 8 - _ _
IRIEFRIEE Deferred tax assets 21(b) 7 12 - =
139,399 124,008 64,356 71,633
RBEE Current assets
HE RIBITFR Cash and deposits with banks 16 34,321 36,025 1 1
JRE ST B 3 K2 L At e Uk Trade and other receivables 17 2,865 1,270 3 5
HtmEE Other assets 15 - 452 -
FEME Properties for sale 18 5,695 6,109 - -
42,881 43,856 4 6
REEE Current liabilities
RITERREMES Bank loans and other borrowings 19 1,657 1,113 - -
JFE AT BR X R L Ath FE SRR Trade and other payables 20 5,977 4811 22 21
FEI IR Taxation payable 21(a) 633 392 - =
8,267 6,316 22 21
RBEE/(ARE) FE Net current assets/(liabilities) 34,614 37,540 (18) (15)
EEAERREBAER Total assets less current liabilities 174,013 161,548 64,338 71,618
FkRBEE Non-current liabilities
RITEREEMEE Bank loans and other borrowings 19 33,322 28,623 - -
FE KB A BI5RIA Amounts due to subsidiaries 13(c) - - 20,869 28,423
EEF B E Deferred tax liabilities 21(b) 9,524 8,947 - -
42,846 37,570 20,869 28,423
EEFE NET ASSETS 131,167 123,978 43,469 43,195
BEXRNf#E Capital and reserves
A& Share capital 22 4,479 4.477 4,479 4,477
Ei Reserves 23 120,055 113,451 38,990 38,718
A& R o Shareholders’ equity 124,534 117,928 43,469 43,195
FEIE AR A Non-controlling interests 24 6,633 6,050 - =
e TOTAL EQUITY 131,167 123,978 43,469 43,195
PR R 4% Philip N.L. Chen
EEEKE Managing Director
(CE= H.C. Ho
WITESE Executive Director

M REME A Rz 2 — 87 -
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The accompanying notes form part of these financial statements.
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Consolidated Statement of Changes in Equity

HE-_T—=F+=-FA=+—HIL%EE For the year ended December 31, 2013
IR AR
Shareholders’ equity
Bl
e
BA  HivE  RBEF Non- ‘e
Share Other  Retained 4858 controlling Total
capital reserves profits Total interests equity
(FF=E22)  (BEE23)  (FfI&E23) (PfE24)
NBEBEITHE in HK$ Million (Note 22)  (Note 23)  (Note 23) (Note 24)
R-_E——F—H—H At January 1, 2012 4473 41,067 65922 111,462 5556 117,018
REE A Profit for the year = = 8,395 8,395 525 8,920
BEGINFBARIBREESL  Exchange difference arising
ZIEHER from translation of
overseas subsidiaries - 150 - 150 - 150
AFEE2HEWSRTE Total comprehensive income
for the year - 150 8,395 8,545 525 9,070
T FEREAREE Final dividends in respect of
previous financial year - - (1,611) (1,611) - (1,611)
REFEHERRG S Interim dividends in respect of
current financial year - - (761) (761) - (761)
BIIRG Issue of shares 4 56 = 60 = 60
BEENREEA Employee share-based
payments - 8 225 233 - 233
[EANE e T Dividends paid to
non-controlling interests - - - = (31) (31)
MN-ZE——F+=-F=+—H AtDecember 31, 2012 and
;r=_FT—=F—H—H January 1, 2013 4,477 41,281 72,170 117,928 6,050 123,978
REZ A Profit for the year - - 7212 7,212 545 7,757
HEGINI B ARIBRIEESL  Exchange difference arising
ZIEHER from translation of
overseas subsidiaries - 2,500 - 2,500 176 2,676
AFEE KR Total comprehensive income
for the year - 2,500 7,212 9,712 721 10,433
FEFEEREARRE Final dividends in respect of
previous financial year - -  (2,5653) (2,553) - (2,553)
REERHEIRL S Interim dividends in respect of
current financial year - - (761) (761) - (761)
BT D Issue of shares 2 42 - 44 - 44
EERESER Employee share-based
payments - 121 43 164 - 164
B 3R AR 2 AR Dividends paid to
non-controlling interests - - - - (122) (122)
8i8 T IEIEAR i sS F0E Repayment to non-controlling
interests - - - - (16) (16)
N=ZZB—=F+=-HA=+—H At December 31, 2013 4,479 43,944 76,111 124,534 6,633 131,167

BRI E AR BRER 2 — 8D

The accompanying notes form part of these financial statements.
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Consolidated Cash Flow Statement

HE—

T—=F+=-H=+—HIL%EE For the year ended December 31, 2013

OB B BT E in HK$ Million E{E 2013 2012
SRR Operating activities
REKEEB 2 RE Cash generated from operations 25 6,053 6,006
BRFIAE Tax paid

B BB Hong Kong Profits Tax paid (385) (439)

B BIFTS R China Income Tax paid (512) (534)
REKLETH RS FHE Net cash generated from operating activities 5,156 5,033
BREEE Investing activities

BEETEE Payment for fixed assets (9,886) (5,328)
HEEFEEESRIEES  Net sale proceeds from disposal of fixed assets 34 5,170
BUHFEEIEH AR EFKIE Receipt of matured held-to-maturity investments 452 450
=& RS) Interest received 801 586
BREEDERS Dividends received from joint ventures 18 36
FERtE & {EEFRIE Z BN Increase in amount due to a joint venture 89 35
EEMREERER Repayment of advances to unlisted investments 2 1
R=18 A &2 BrERTT Decrease/(Increase) in bank deposits with

TFRZmA /(3 m) maturity greater than three months 7,594 (3,474)
ARRE TS 2 REFHE Net cash used in investing activities (896) (2,524)
A SEE Financing activities

FTILIRITE SRR Proceeds from new bank loans and
HEM g ERSIE other borrowings 5,535 13,879
EBIRITER Repayment of bank loans (475) (4,700)
1T{E %D BRREFT 15 21 TE Proceeds from exercise of share options 44 60
ERFEREMEEEH Interest and other borrowing costs paid (1,093) (866)
BENREHERR Finance lease charges paid - (3)
[EEREES Dividends paid (3,314) (2,372)
BT IR R SRR R Dividends paid to non-controlling interests (122) (31)
BRI R IE Repayment to non-controlling interests (16) =
BERE 2 BAIH Capital element of finance lease - (104)
RERMEIB 2R FE Net cash generated from financing activities 559 5,863
HERBESEEY 2T Increase in cash and cash equivalents 4,819 8,372
EREF o HE Effect of foreign exchange rate change 953 405
R—B—HZEER Cash and cash equivalents at January 1 27,989 19,212
ReEEY
R+=—A=+—H= Cash and cash equivalents at December 31 16 33,761 27,989
ReREELEEY

BRI TS ARG RER 2 — 87 -
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Notes to the Financial Statements

(LA7B¥E A7) (Expressed in Hong Kong dollars)

1 FESFHEE

(a) EHI=EHH

AR RRIIIBIBEABERZ (BT BER
SRR (THKFRSs]) MR - Max FETlRE
HEGMASRMZAEERERCEE
M mEEA (BB G ER
(THKASs]) K2t - BB ARG RAINR
BB CRRURB) 2 RFE o AN Rk IR
B(ERBARIMBRARZESF LMR
AD 2ERBERTE  ARERBZEES
ATERERBRA LT o

BB AGEMEZ B REEBETZ
HKFRSs o ttFHR|EAEE KA AT ERI
S EARE BT HIRATRA - &
REREESES SR AERE MG
SHHENSHBRES A ATBRE
AR - BEAEERETIRAHEE2

RS I SR A B AT S 5T B R
Rz #ER BRI AR (HFE33) -

(b) MBHBREREE
RERBRREBARTREMBAR (5
B IAKE ) RAKERNAERE 2 #a -

BRI XAE @t BRER S G - B
WRIGAE 2 A R iR A -

1 PRINCIPAL ACCOUNTING POLICIES
(@) Statement of compliance

These financial statements have been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards (“HKFRSs”),
which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited. A
summary of the principal accounting policies adopted by the Group is
set out below.

The HKICPA has issued certain new and revised HKFRSs that are
first effective or available for early adoption for the current accounting
period of the Group and the Company. Note 2 provides information on
any changes in accounting policies resulting from initial adoption of
these developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these financial
statements.

The Group has not applied any new standard, amendment or
interpretation that is not yet effective for the current accounting period
(note 33).

(b) Basis of preparation of the financial statements

The consolidated financial statements comprise the Company and its
subsidiaries (collectively referred to as the “Group”) and the Group’s
interest in joint ventures.

The measurement basis used in the preparation of the financial

statements is the historical cost basis except as otherwise stated in the
accounting policies set out below.
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Notes to the Financial Statements

1 FESHEE @)

(b) BIBBMREHEE (&)

BIRRFTE HKFRSs 2 Bk - BIEEA
HEEBRZER - BEABNMKRTYIR
TEH HIE - Bt RBRE - BT RAEH
ZBREDBERELR  UKZEEER
BRTHEEEAE EMAZMEL A
RO 45 RAB R 1T R B R 1B H 38 (S BN FE 4D
15 A R R B (E R A R T S
it o B AR e it EbEr B A ©

EEEe T EHENSRMGEMBERE -
MREFHAFTNETRARYEX — B
HYefeaxiHRER  RERTY
ERIMAREEEAZE - AIEELERT
B B AN R 2R HI R AR

S 12 [E7EFE FA HKFRSs B PTYEH B A IS Sk
BEERZENHE LA T EEMENER
JREAR M EE31m it o

(c) MIBQAIRFERES
MBARRAEEZESN ZAR - EXNKE
SEZEREBESAEEE R E &

RN RETHZERTTERNNE
BoHerEly MGEQAIERZER - &F

fRIEHIEE - REBERZEN (BAKH
REMALRE) o

RMBARZIREBRBESZARER
EEFIEEREERNEEMBRERA -
SERNPERZEHRER S - UREERA
MRXZAEEZEAARER G SER
IREMBBRRF2BUEH - KEARNR
Z TS| BUR B IR E R 2 HE T AR B R
W BEERERERIARNREEERR
B HIRRIE 2 &7 -
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(b) Basis of preparation of the financial statements (Continued)

The preparation of financial statements in conformity with HKFRSs
requires management to make judgments, estimates and assumptions
that affect the application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgments about carrying
values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognized in the period
in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects
both current and future periods.

Judgments made by management in the application of HKFRSs that
have significant effect on the financial statements and major sources of
estimation uncertainty are discussed in note 31.

(c) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns
through its power over the entity. When assessing whether the Group
has power, only substantive rights (held by the Group and other parties)
are considered.

An investment in a subsidiary is consolidated into the consolidated
financial statements from the date that control commences until the
date that control ceases. Intra-group balances, transactions and cash
flows and any unrealized profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial statements.
Unrealized losses resulting from intra-group transactions are eliminated
in the same way as unrealized gains but only to the extent that there is
no evidence of impairment.
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(c) MBARIRIEERER (&)
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(c) Subsidiaries and non-controlling interests (Continued)

Non-controlling interests represent the portion of the net assets
of subsidiaries attributable to interests that are not owned by the
Company, whether directly or indirectly through subsidiaries, and in
respect of which the Group has not agreed any additional terms with
the holders of those interests which would result in the Group as a
whole having a contractual obligation in respect of those interests that
meets the definition of a financial liability. Non-controlling interests are
presented in the consolidated statement of financial position within
equity, separately from equity attributable to the equity shareholders of
the Company. Non-controlling interests in the results of the Group are
presented on the face of the consolidated income statement and the
consolidated statement of comprehensive income as an allocation of
the total profit or loss and total comprehensive income for the period
between non-controlling interests and the equity shareholders of
the Company.

Changes in the Group’s interests in a subsidiary that do not result in
a loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and no gain or loss
is recognized.

When the Group loses control of a subsidiary, it is accounted for as a
disposal of the entire interest in that subsidiary, with a resulting gain
or loss being recognized in profit or loss. Any interest retained in that
former subsidiary at the date when control is lost is recognized at fair
value and this amount is regarded as the fair value on initial recognition
of a financial asset or, when appropriate, the cost on initial recognition
of an investment in an associate or joint venture.

In the Company’s statement of financial position, investments in
subsidiaries are stated at cost less impairment losses (note 1(j)).
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Notes to the Financial Statements

1 FEEHEEX @

(d) &%
BECEAEAEEXNAL T REAMATIZ
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(d) Joint ventures

A joint venture is an arrangement whereby the Group or Company and
other parties contractually agree to share control of the arrangement,
and have rights to the net assets of the arrangement.

The Group’s interests in joint ventures are accounted for in the
consolidated financial statements under the equity method and are
initially recorded at cost and adjusted thereafter for the post-acquisition
change in the Group’s share of the joint ventures’ net assets. The
consolidated income statement includes the Group’s share of the post-
acquisition, post-tax results of the joint ventures for the year, whereas
the Group’s share of the post-acquisition, post-tax items of the joint
ventures’ other comprehensive income is recognized in the consolidated
statement of comprehensive income.

When the Group’s share of losses exceeds its interest in the joint
venture, the Group’s interest is reduced to nil and recognition of further
losses is discontinued except to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the joint
venture. For this purpose, the Group’s interest in the joint venture is the
carrying amount of the investment under the equity method together
with the Group’s long-term interests that in substance form part of the
Group’s net investment in the joint venture.

When the Group ceases to have joint control over a joint venture, it is
accounted for as a disposal of the entire interest in that investee, with
a resulting gain or loss being recognized in profit or loss. Any interest
retained in that former investee at the date when joint control is lost is
recognized at fair value and this amount is regarded as the fair value on
initial recognition of a financial asset.

Unrealized profits and losses resulting from transactions between the
Group and its joint ventures are eliminated to the extent of the Group’s
interest in the joint venture, except where unrealized losses provide
evidence of an impairment of the asset transferred, in which case they
are recognized immediately in profit or loss.

In the Company’s statement of financial position, investments in joint
ventures are stated at cost less impairment losses (note 1(j)).
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(e) Goodwill

Goodwill represents the excess of the cost of a business combination
over the Group’s share of the fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses and is
tested regularly for impairment (note 1(j)).

Any excess of the Group’s interest in the fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost of a
business combination is recognized immediately in profit or loss as a
gain on a bargain purchase.

On disposal of an entity, any attributable amount of purchased goodwill
is included in the calculation of the profit or loss on disposal.

(f) Properties

1. Investment properties and investment properties under
development

Investment properties are land and/or buildings which are owned or
held under a leasehold interest to earn rental income and/or for capital
appreciation. These include land held for a currently undetermined
future use and property that is being constructed or developed for future
use as investment property.

Investment properties are stated at fair value, unless they are still in the
course of construction or development at the end of the reporting period
and their fair value cannot be reliably measured at that time. Any gain or
loss arising from a change in fair value or from the retirement or disposal
of an investment property is recognized in profit or loss. Rental income
from investment properties is accounted for as described in note 1(q).

When the Group holds a property interest under an operating lease
to earn rental income and/or for capital appreciation, the interest is
classified and accounted for as an investment property on a property-
by-property basis. Any such property interest which has been classified
as an investment property is accounted for as if it were held under a
finance lease, and the same accounting policies are applied to that
interest as are applied to other investment properties leased under
finance leases. Lease payments are accounted for as described in
note 1(g).
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158 fEg#ESR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(f) Properties (Continued)
2.  Properties under development for sale

Properties under development for sale are classified under current
assets and stated at the lower of cost and net realizable value. Costs
include the acquisition cost of land, aggregate cost of development,
borrowing costs capitalized (note 1(0)) and other direct expenses. Net
realizable value represents the estimated selling price less estimated
costs of completion and costs to be incurred in selling the property.

3. Completed properties for sale

Completed properties for sale are classified under current assets and
stated at the lower of cost and net realizable value. Cost is determined
by apportionment of the total development costs, including borrowing
costs capitalized (note 1(0)), attributable to unsold properties. Net
realizable value represents the estimated selling price as determined
by reference to management estimates based on prevailing market
conditions, less costs to be incurred in selling the property.

(g) Other fixed assets

1. Other fixed assets are stated at cost less accumulated depreciation
and any impairment losses (note 1(j)). Gains or losses arising
from the retirement or disposal of an item of other fixed assets are
determined as the difference between the net disposal proceeds
and the carrying amount of the item and are recognized in profit
or loss on the date of retirement or disposal.

2. Leased assets

An arrangement, comprising a transaction or a series of transactions,
is or contains a lease if the Group determines that the arrangement
conveys a right to use a specific asset or assets for an agreed period
of time in return for a payment or a series of payments. Such a
determination is made based on an evaluation of the substance of the
arrangement and is regardless of whether the arrangement takes the
legal form of a lease.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(g) Other fixed assets (Continued)

2. Leased assets (Continued)

(i)  Classification of assets leased to the Group

The classification is determined based on an evaluation of the
substance of the arrangement and is regardless of whether the
arrangement takes the legal form of a lease. Leases of assets under
which the lessee assumes substantially all the risks and benefits of
ownership are classified as finance leases. Leases of assets under which
the lessor has not transferred all the risks and benefits of ownership are
classified as operating leases, with the following exceptions:

— property held under operating leases that would otherwise meet the
definition of an investment property is classified as an investment
property on a property-by-property basis and is accounted for as if
held under a finance lease; and

— land held for own use under an operating lease, the fair value
of which cannot be measured separately from the fair value of a
building situated thereon at the inception of the lease, is accounted
for as being held under a finance lease, unless the building is also
clearly held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first entered into
by the Group, or taken over from the previous lessee.

(if)  Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the
amounts representing the fair value of the leased asset, or, if lower,
the present value of the minimum lease payments, of such assets are
included in fixed assets and the corresponding liabilities, net of finance
charges, are recorded as obligations under finance leases. Depreciation
is provided at rates which write off the cost or valuation of the assets
over the term of the relevant lease or, where it is likely the Company or
the Group will obtain ownership of the asset, the life of the asset, as set
out in note 1(h). Impairment losses are accounted for as described in
note 1(j). Finance charges implicit in the lease payments are charged
to profit or loss over the period of the leases so as to produce an
approximately constant periodic rate of charge on the remaining balance
of the obligations for each accounting period. Contingent rentals are
written off as an expense of the accounting period in which they are
incurred.
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160 ‘tEg#ESR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)

(g) Other fixed assets (Continued)

2. Leased assets (Continued)

(iii)  Operating leases charges

Where the Group has the use of assets held under operating leases,
payments made under the leases are charged to profit or loss in equal
instalments over the accounting periods covered by the lease term,
except where an alternative basis is more representative of the pattern of
benefits to be derived from the leased asset. Lease incentives received
are recognized in profit or loss as an integral part of the aggregate net
lease payments made. Contingent rentals are charged to profit or loss
in the accounting period in which they are incurred.

(h) Depreciation
1. Investment properties

No depreciation is provided for investment properties and investment
properties under development.

2.  Other fixed assets

Depreciation on other fixed assets is calculated to write off the cost, less
their estimated residual value, if any, on a straight line basis over their
estimated useful lives as follows:

Buildings 50 years or unexpired lease term,
whichever is shorter

Furniture and equipment 4-20 years

Motor vehicles 5 years

(i) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with
fixed or determinable payments and fixed maturity which the Group’s
management has the positive intention and ability to hold to maturity.
Held-to-maturity investments are initially recognized in the statement of
financial position at fair value plus transaction costs and subsequently
carried at amortized cost using the effective interest method, less any
identified impairment loss. Any impairment loss is recognized in profit
or loss when there is objective evidence that the asset is impaired
(note 1(j)).

Investments are recognized/derecognized on the date the Group
commits to purchase/sell the investments or they expire.

2013 45 ANNUAL REPORT



1
(1)

FESEHBE @)
BEERE

AEEREBEEERAYRBAFFRDE

/3

(AEMEINRZMRERIN) ETRHE -

REZBEEMTERBERTBEDNR °

WEEALEREFE  RESR SR
AN AEE MR

T DA SH R AN B1) BR 2 R ) B R T &
BB X EEANR  REBEREE
MEZBBREANNEEZRAERNS
BMEEMBERAN KRR 2 B RKR
EREREBZHAZEZRHIE - BEZT
BEBERASEMIEIEHUEE
ZHEFAARRACREGREZEN (P
MEBAZERMBRE) 2 AT BREHK
IR o WRERBBEERBARRLD - B
BEERENBERED - REBEZD
TEEEEZREEBBEENEFE
b 8 B A R RR (LS 18 T T 2 SRR

FEURR 2 AT W B A4S R F] &R B E
AREEERE - BEBESRAERKRK
IR o B NS E R A M A B A] BE M AR
B RS TR ENBRESER D
WK - B EKARMAEERBERA
FAENEAHERECSED - HRKREF
AR ARERH BB S ELEFBRER -

HPIHR BB TE R R MR

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(j) Impairment of assets

An assessment is carried out at the end of each reporting period
to determine whether there is objective evidence that a current or
non-current asset, other than properties carried at revalued amounts,
is impaired.

If any such indication exists, any impairment loss is determined and
recognized as follows:

— For current receivables carried at amortized cost, the impairment loss
is recognized when there is objective evidence of impairment and
measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the
financial asset’s original effective rate where the effect of discounting
is material. Objective evidence of impairment includes observable
data that comes to the attention of the Group about events that
have an impact on the asset’s estimated future cash flows such
as significant financial difficulty of the debtor. If in a subsequent
period the amount of impairment loss decreases, the impairment
loss is reversed through profit or loss. A reversal of an impairment
loss is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognized in prior years.

Impairment losses for receivables whose recovery is considered
doubtful but not remote are recorded using an allowance account.
When the Group is satisfied that recovery is remote, the amount
considered irrecoverable is written off against receivables directly and
any amounts held in the allowance account relating to that debt are
reversed. Subsequent recoveries of amounts previously charged to
the allowance account are reversed against the allowance account.
Other changes in the allowance account and subsequent recoveries
of amounts previously written off directly are recognized in profit
or loss.
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162 1tEg#ESR 2T HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(j). Impairment of assets (Continued)

— For other non-current assets, the recoverable amount is the greater
of its fair value less costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific
to the asset. An impairment loss is recognized as an expense in
profit or loss whenever the carrying amount exceeds the recoverable
amount. An impairment loss is reversed if there has been a favorable
change in the estimates used to determine the recoverable amount.
A reversal of impairment losses is limited to the asset’s carrying
amount that would have been determined had no impairment loss
been recognized in prior years. Reversals of impairment losses
are credited to profit or loss in the year in which the reversals are
recognized. An impairment loss in respect of goodwill is not reversed.

(k) Trade and other receivables

Trade and other receivables are initially recognized at fair value and
thereafter stated at amortized cost using the effective interest method,
less impairment losses for bad and doubtful debts (note 1(j)), except
where the receivables are interest-free loans or the effect of discounting
would be immaterial. In such cases, the receivables are stated at cost
less impairment losses for bad and doubtful debts (note 1(j)).

() Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an insignificant risk
of changes in value. Bank overdrafts that are repayable on demand and
form an integral part of the Group’s cash management are also included
as a component of cash and cash equivalents for the purpose of the
consolidated cash flow statement.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(m) Trade and other payables

Trade and other payables are initially recognized at fair value and
thereafter stated at amortized cost unless the effect of discounting would
be immaterial, in which case they are stated at cost.

(n) Interest-bearing borrowings

Interest-bearing borrowings are recognized initially at fair value less
attributable transaction costs. Subsequent to initial recognition, interest-
bearing borrowings are stated at amortized cost with any difference
between costs and redemption value being recognized in profit or loss
over the period of the borrowings using the effective interest method.

(o) Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of that asset. Other borrowing costs are
expensed in the period in which they are incurred.

The capitalization of borrowing costs as part of the cost of a qualifying
asset commences when expenditure for the asset is being incurred,
borrowing costs are being incurred and activities that are necessary
to prepare the asset for its intended use or sale are in progress.
Capitalization of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying assets
for its intended use or sale are interrupted or complete.

(p) Financial guarantees issued, provisions and contingent
liabilities

1. Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the

guarantor) to make specified payments to reimburse the beneficiary

of the guarantee (the “holder”) for a loss the holder incurs because a

specified debtor fails to make payment when due in accordance with

the terms of a debt instrument.
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1 PRINCIPAL ACCOUNTING POLICIES (Continued)

(p) Financial guarantees issued, provisions and contingent
liabilities (Continued)

1.  Financial guarantees issued (Continued)

Where the Company issues a financial guarantee, the fair value of
the guarantee is initially recognized as deferred income within trade
and other payables. The fair value of financial guarantees issued at
the time of issuance is determined by reference to fees charged in an
arm’s length transaction for similar services, when such information
is obtainable, or is otherwise estimated by reference to interest rate
differentials, by comparing the actual rates charged by lenders when the
guarantee is made available with the estimated rates that lenders would
have charged, had the guarantees not been available, where reliable
estimates of such information can be made. Where consideration
is received or receivable for the issuance of the guarantee, the
consideration is recognized in accordance with the Company’s policies
applicable to that category of asset. When no such consideration is
received or receivable, an immediate expense is recognized in profit or
loss on initial recognition of any deferred income.

The amount of the guarantee initially recognized as deferred income
is amortized in profit or loss over the term of the guarantee as income
from financial guarantees issued. In addition, provisions are recognized
in accordance with note 1(p)(2) if and when (i) it becomes probable
that the holder of guarantee will call upon the Company under the
guarantee, and (ii) the amount of that claim on the Company is
expected to exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount initially recognized,
less accumulated amortization.

2.  Other provisions and contingent liabilities

Provisions are recognized for liabilities of uncertain timing or amount
when the Group or the Company has a legal or constructive obligation
arising as a result of past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and a reliable
estimate can be made. When the time value of the money is material,
provisions are stated at the present value of the expenditure expected
to settle the obligation.
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1 PRINCIPAL ACCOUNTING POLICIES (Continued)

(p) Financial guarantees issued, provisions and contingent
liabilities (Continued)

2. Other provisions and contingent liabilities (Continued)

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.

(q) Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Provided it is probable that the economic benefits will flow
to the Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognized in profit or loss as follows:

1. Sale of properties

Revenue from sale of completed properties is recognized upon the
later of the signing of sale and purchase agreements or the issue of
occupation permit by the relevant government authorities, which is
taken to be the point in time when the risks and rewards of ownership
of the property have passed to the buyer.

2. Rental income

Rental income under operating leases is recognized on a straight
line basis over the terms of the respective leases, except where an
alternative basis is more representative of the pattern of benefits to be
derived from the use of the leased asset. Lease incentives granted are
recognized in profit or loss as an integral part of the aggregate net lease
payment receivable. Contingent rentals are recognized as income in the
accounting period in which they are earned.

3. Interest income

Interest income is recognized as it accrues using the effective interest
method.

4.  Dividends

Dividends are recognized when the right to receive payment is
established.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(r) Taxation

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognized in profit or loss except
to the extent that they relate to items recognized in other comprehensive
income or directly in equity, in which case the relevant amounts of tax
are recognized in other comprehensive income or directly in equity,
respectively.

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

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

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized, are
recognized. The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from goodwill not
deductible for tax purposes, the initial recognition of assets and liabilities
that affect neither accounting nor taxable profits, and temporary
differences relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls the timing of the
reversal and it is probable that the differences will not reverse in the
foreseeable future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(r) Taxation (Continued)

When investment properties and investment properties under
development are carried at their fair value in accordance with the
accounting policy set out in note 1(f)(1), the amount of deferred tax
recognized is measured using the tax rates that would apply on sale of
those assets at their carrying value at the end of the reporting period
unless the property is depreciable and is held within a business model
whose objective is to consume substantially all of the economic benefits
embodied in the property over time, rather than through sale. In all other
cases, the amount of deferred tax recognized is measured based on the
expected manner of realization or settlement of the carrying amount
of the assets and liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of
each reporting period and is reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilized. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution of dividends are
recognized when the liability to pay the related dividends is recognized.

(s) Translation of foreign currencies

Items included in the financial statements of each entity in the Group
are measured using the currency that best reflects the economic
substance of the underlying events and circumstances relevant to the
entity (“functional currency”). The financial statements of the Group are
presented in Hong Kong dollars.

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated at
the foreign exchange rates ruling at the end of the reporting period.
Exchange gains and losses are recognized in profit or loss.
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1EfEEFR AT HANG LUNG PROPERTIES LIMITED

1 PRINCIPAL ACCOUNTING POLICIES (continued)
(s) Translation of foreign currencies (Continued)

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the foreign
exchange rate ruling at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair values
are translated using the foreign exchange rates ruling at the dates the
fair value was determined.

The results of foreign operations are translated in Hong Kong dollars at
the exchange rates approximating the foreign exchange rates ruling at
the dates of the transactions. Statement of financial position items are
translated into Hong Kong dollars at the foreign exchange rates ruling at
the end of the reporting period. The resulting exchange differences are
recognized in other comprehensive income and accumulated separately
in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation is reclassified
from equity to profit or loss when the profit or loss on disposal is
recognized.

(t) Related parties

1. A person, or a close member of that person’s family, is related to
the Group if that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(iii) is a member of the key management personnel of the Group or
the Group’s parent.

2013 45 ANNUAL REPORT



1 FESFBER @)
) BEAL @

2. (WA THEREHE - BIZEREAR
SEAFHE
() ZERAXEEBER -—SBEZKER

A (BB AE - MEBAR KRR
BARRIEEERE)

(il —HAERSSERANE

IS

&

(i) MEERE

(iv) —Faﬁﬁﬁi%)?%% EEZ’%E

>

2f

el

|

¥

|

ot

=

o) S
R MW BN

7

3

S
5

=R Hﬂk

(vi) Ei? i‘éﬁﬁ?l(t)(l)ﬁﬁ =0/ N g 2

(vii) FABMTEELM(L)G) Pt B9 A =38 5% & B
EEAFENNBZERE (RZEEL
WEAR)) TEEEBRKE -

foi

) }
fall:3

ZANTHEEEYVRRENK S 25 M ME
ERETRSRE  FEHTEEFEZA

THARZATEENKENXE °

i
[

D

~~
=
~

DR E
ENHHNERFRAEARETFTAEEN &
SRTEREBHESRER  FTEAKE
7 [R] 3 765 =k b 1 2 446 9 2R 3R 1T 1 1 A9 10 336
MHHRE—B - RBEBFERME - AIZ2RK
DA HE—EARZELESE (ZESHA
BEEREUNCESERAERENTEE
MA &) HE—LEHIH (ATees
HoEAMEREMEBEE) AKX -

F«“aﬁ
\

o

g

1 PRINCIPAL ACCOUNTING POLICIES (Continued)
(t) Related parties (Continued)

2. An entity is related to the Group if any of the following conditions
applies:

(i) The entity and the Group are members of the same Group (which
means that each parent, subsidiary and fellow subsidiary is related
to the others).

(ii)  One entity is an associate or joint venture of the other entity (or
an associate or joint venture of a member of a Group of which the
other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is
an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of
employees of either the Group or an entity related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified
in note 1(t)(1).

(vii) A person identified in note 1(t)(1)(i) has significant influence over
the entity or is a member of the key management personnel of the
entity (or of a parent of the entity).

Close members of the family of a person are those family members who
may be expected to influence, or be influenced by, that person in their
dealings with the entity.

(u) Segment reporting

Operating segments are reported in a manner consistent with the
Group’s internal financial reporting to the Group’s most senior
executive management for the purposes of allocating resources to, and
assessing the performance of the Group’s various lines of business
and geographical locations. For disclosure purpose, a reportable
segment comprises either one or more operating segments which
can be aggregated together because they share similar economic
characteristics and nature of the regulatory environment, or single
operating segments which are disclosable separately because they
cannot be aggregated or they exceed quantitative thresholds.
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1 PRINCIPAL ACCOUNTING POLICIES (continued)
(v) Employee benefits

1. Short term employee benefits and contributions to defined
contribution retirement schemes

Salaries, annual bonuses, paid annual leave, the cost of non-monetary
benefits and obligation for contributions to defined contribution
retirement schemes, including those payables in mainland China and
Hong Kong under relevant legislation, are accrued in the year in which
the associated services are rendered by employees of the Group.

2.  Share-based payments

The fair value of share options granted to employees is measured at
grant date, taking into account the terms and conditions upon which
the options were granted, and is expensed on a straight line basis over
the vesting period taking into account the probability that the options
will vest, with a corresponding increase in equity (employee share-based
compensation reserve).

During the vesting period, the number of share options that is expected
to vest is reviewed. Any resulting adjustment to the cumulative fair
value recognized in prior years is charged/credited to profit or loss for
the year of the review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding adjustment to the
employee share-based compensation reserve. On vesting date, the
amount recognized as an expense is adjusted to reflect the actual
number of options that vest (with a corresponding adjustment to the
employee share-based compensation reserve).

At the time when the share options are exercised, the related employee
share-based compensation reserve is transferred to share capital and
share premium, together with the exercise price. If the options expire
or lapse after the vesting period, the related employee share-based
compensation reserve is transferred directly to retained profits.
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2 CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of new HKFRSs and amendments to
HKFRSs that are first effective for the current accounting period of the
Group. Of these, the following developments are relevant to the Group’s
financial statements:

— Amendments to HKAS 1, Presentation of financial statements —
Presentation of items of other comprehensive income

— HKFRS 10, Consolidated financial statements

— HKFRS 11, Joint arrangements

— HKFRS 12, Disclosure of interests in other entities
— HKFRS 13, Fair value measurement

— Annual Improvements to HKFRSs 2009-2011 Cycle

— Amendments to HKFRS 7 — Disclosures — Offsetting financial assets
and financial liabilities

(@) Amendments to HKAS 1, Presentation of financial
statements — Presentation of items of other
comprehensive income

The amendments to HKAS 1 require entities to present the items of
other comprehensive income that would be reclassified to profit or loss
in the future if certain conditions are met separately from those that
would never be reclassified to profit or loss. The Group’s presentation
of other comprehensive income in these financial statements has been
modified accordingly.
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2 CHANGES IN ACCOUNTING POLICIES (continued)
(b) HKFRS 10, Consolidated financial statements

HKFRS 10 replaces the requirements in HKAS 27 “Consolidated and
separate financial statements” relating to the preparation of consolidated
financial statements and HK(SIC)-Int 12 “Consolidation — Special
purpose entities”. It introduces a single control model to determine
whether an investee should be consolidated, by focusing on whether the
entity has power over the investee, exposure or rights to variable returns
from its involvement with the investee and the ability to use its power to
affect the amount of those returns.

As a result of the adoption of HKFRS 10, the Group has changed its
accounting policy with respect to determining whether it has control
over an investee. The adoption does not change any of the control
conclusions reached by the Group in respect of its involvement with
other entities as at January 1, 2013.

(c) HKFRS 11, Joint arrangements

HKFRS 11, which replaces HKAS 31 “Interests in joint ventures”
divides joint arrangements into joint operations and joint ventures.
Entities are required to determine the type of an arrangement by
considering the structure, legal form, contractual terms and other facts
and circumstances relevant to their rights and obligations under the
arrangement. Joint arrangements which are classified as joint operations
under HKFRS 11 are recognized on a line-by-line basis to the extent
of the joint operator’s interest in the joint operation. All other joint
arrangements are classified as joint ventures under HKFRS 11 and are
required to be accounted for using the equity method in the Group’s
consolidated financial statements. Proportionate consolidation is no
longer allowed as an accounting policy choice.

As a result of the adoption of HKFRS 11, the Group has changed its
accounting policy with respect to its interests in joint arrangements and
re-evaluated its involvement in its joint arrangements. The adoption of
HKFRS 11 does not have any material impact on the financial position
and the financial result of the Group.
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2 CHANGES IN ACCOUNTING POLICIES (continued)
(d) HKFRS 12, Disclosure of interests in other entities

HKFRS 12 brings together into a single standard all the disclosure
requirements relevant to an entity’s interests in subsidiaries, joint
arrangements, associates and unconsolidated structured entities. The
disclosures required by HKFRS 12 are generally more extensive than
those previously required by the respective standards. To the extent that
the requirements are applicable to the Group, the Group has provided
those disclosures in note 14.

(e) HKFRS 13, Fair value measurement

HKFRS 13 replaces existing guidance in individual HKFRSs with
a single source of fair value measurement guidance. HKFRS 13
also contains extensive disclosure requirements about fair value
measurements for both financial instruments and non-financial
instruments. To the extent that the requirements are applicable to the
Group, the Group has provided those disclosures in note 12.

(f) Annual Improvements to HKFRSs 2009-2011 Cycle

This cycle of annual improvements contains amendments to five
standards with consequential amendments to other standards and
interpretations. The adoption of these amendments does not have
significant impact on the financial statements of the Group.

(g) Amendments to HKFRS 7 - Disclosures
— Offsetting financial assets and financial liabilities

The amendments introduce new disclosures in respect of offsetting
financial assets and financial liabilities. Those new disclosures are
required for all recognized financial instruments that are set off in
accordance with HKAS 32 “Financial instruments: Presentation” and
those that are subject to an enforceable master netting arrangement
or similar agreement that covers similar financial instruments and
transactions, irrespective of whether the financial instruments are set
off in accordance with HKAS 32.

The adoption of the amendments does not have an impact on these
financial statements because the Group has not offset financial
instruments, nor has it entered into master netting arrangement or
similar agreement which is subject to the disclosures of HKFRS 7 during
the periods presented.
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3 TURNOVER AND SEGMENT INFORMATION

The Group manages its businesses according to the nature of services
and products provided. Management has determined three reportable
operating segments for the measurement of performance and the
allocation of resources. The segments are property leasing in Hong Kong
and mainland China and property sales in Hong Kong.

Property leasing segment includes property leasing operation. The
Group’s investment properties portfolio, which mainly consists of retail,
office, residential, serviced apartments and carparks are primarily
located in Hong Kong and mainland China. Property sales segment
includes development and sale of the Group’s trading properties in
Hong Kong.

Management evaluates performance primarily based on profit before
taxation.

Segment assets principally comprise all non-current assets and current
assets directly attributable to each segment with the exception of
interest in joint ventures, other assets, deferred tax assets and cash
and deposits with banks. The investment properties of the Group are
included in segment assets at their fair values whilst the change in fair
value of investment properties is not included in segment profits.
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(@) Turnover and results by segments

3 TURNOVER AND SEGMENT INFORMATION
(Continued)

R B2 Al A
Turnover Profit before taxation
B EETHE in HK$ Million 2013 2012 2013 2012
o Segment
I E N Property leasing
- B — Hong Kong 3,112 3,016 2,643 2,525
- R A — Mainland China 3,526 3,082 2,683 2,371
6,638 6,098 5,326 4,896
MZEHE Property sales
- & ~ Hong Kong 2,500 1,274 1,511 846
HELHREE Segment total 9,138 7,372 6,837 5,742
HAKA Other income 36 2,153
THER (i) Administrative expenses (Note) (642) (626)
Rt AR EME Operating profit before
Z AHEZE change in fair value of
v investment properties 6,231 7,269
"EMEZ Increase in fair value of
AF(ELN investment properties 2,482 2,522
—MREBZMERE — property leasing in Hong Kong 1,607 1,703
- AHRERZ FEMHE  — property leasing in mainland China 875 819
FLEMA Interest income 793 621
B & B Finance costs (398) (348)
FLEMAF Net interest income 395 273
(LG EBE R Share of profits of joint ventures 96 105
R A Vg A Profit before taxation 9,204 10,169
BeE Note:
THERAREREEA—FEATHES T (Z2E—= Administrative expenses included share-based payments of $164 million (2012: $233

F:ZRB=F=B8T) - BREERAAXTEENRKRNH million) representing the amortization of the fair value of options granted to employees over
HERFEBHAZ AFENESE  NEBREEILE the vesting period and do not involve any cash outflow for the Group.

ARSI ©
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(b) PHBEE

(Continued)

(b) Total assets by segments

3 TURNOVER AND SEGMENT INFORMATION

REE
Total assets
NBEBEBITHE in HK$ Million 2013 2012
2 EB Segment
MRS Property leasing
- B — Hong Kong 55,009 53,279
— PR — Mainland China 84,417 70,924
139,426 124,203
YIZEHE Property sales
- B — Hong Kong 7,488 6,131
Panz F k] Segment total 146,914 130,334
SR ERER Interest in joint ventures 1,030 1,041
Hfh&E Other assets 8 452
BRI IAE B Deferred tax assets 7 12
& RIRITIER Cash and deposits with banks 34,321 36,025
BB E Total assets 182,280 167,864
4 HMKA 4 OTHER INCOME
RBKEETHE in HK$ Million 2013 2012
HEREMERE Gain on disposal of investment properties 8 2148
JELEMIREEB 2 EUY A Dividend income from unlisted investments 10 =
FE 5 Ui =58 Net exchange gain 18 5
36 2,153
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5 FEWAFRE 5 NET INTEREST INCOME
NBEBEBITHE in HK$ Million 2013 2012
M 2HA Interest income on
RITER Bank deposits 782 602
ELEMFREEREE Unlisted held-to-maturity investments 11 19
793 621
B Interest expenses on
AERAFAERZIBITERR Bank loans and other borrowings repayable
HitfEE within 5 years 626 400
ERAFRERZIBITERR Bank loans and other borrowings repayable
HtfEE over 5 years 430 292
1,056 692
MEREER Finance lease charges - 3
HAEERA Other borrowing costs 58 46
BB RN ERE Total borrowing costs 1,114 741
B EERAE R () Less: Borrowing costs capitalized (Note) (716) (393)
%5 Finance costs 398 348
FEW A FHE Net interest income 395 273

B RE -

BRPMEZEERACEEFAIZ=H=(=F

——HF:ARZTHN) 2 FHRERL -

6 BRBLADER

Note:

annum for properties under development.

6 PROFIT BEFORE TAXATION

The borrowing costs have been capitalized at an average rate of 3.3% (2012: 2.9%) per

B BEEBTHHE in HK$ Million 2013 2012
BRAT AT A E R 51 &8 ¢ Profit before taxation is arrived at after charging:
B E YA Cost of properties sold 786 354
BIKA  BitEEREEB Staff costs, including employee share-based
—BATHEBHEL (ZZ——%F: payments of $164 million (2012: $233 million) 959 907
—EB=T=E&T)
e Depreciation 37 35
BEMESER Operating lease charges - 20
ZE NS Auditors’ remuneration
- ZEURTE — audit services )
— RS R ELAh AR — tax and other services 5
WEEFTA : and after crediting:
WEME S IWALRE - B Gross rental income from investment properties
BEESHt=FE—TFT=-_B&T less direct outgoings of $1,312 million
(Z2—=F : +ZBZ=BHE8x) " (2012: $1,202 million), including contingent
BEINEE=RT—HBET rentals of $301 million (2012: $345 million) 5,326 4,896

(ZE——F: ZEETHEEST)
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7 EEREREEAESZHME

REMFMEESREARBIUIFNITE
F-ZZBERNEFSRHUABIENTE
ERBIFATESNFIENRZE > L
REMBRATEZNFER - EZHOMH
EHERBELREGE  RTEFNE
AIRI - BEEBARRNRRALEFN - ™
SEPIRBITHNRGRA S MERE °

7 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT

The Nomination and Remuneration Committee consists of five
Independent Non-Executive Directors. The Committee makes
recommendation to the Board on the Non-Executive Director’'s and
Independent Non-Executive Directors’ remuneration packages and
determines the remuneration package of individual Executive Directors.
The emoluments of directors are determined by the scope of responsibility
and accountability, and performance of individual Executive Directors,
taking into consideration of the Company’s performance and profitability,
market practice and prevailing business conditions, etc.

(a) EEME (a) Directors’ emoluments
EEMESEY T Details of directors’ emoluments are summarized below:
LB BB in HK$ Million EEH
e R BIREEE]
REYFZ= AR
Salaries, Group’s
allowances BIEFEAL  contributions
#%  and benefits Discretionary  to retirement
ez Name Fees in kind bonuses scheme 2013 2012
HITES Executive Directors
PRELR Ronnie C. Chan 0.9 23.5 8.0 2.4 34.8 33.1
PR m 4% Philip N.L. Chen 0.7 22.1 8.0 1.1 31.9 30.5
DE== H.C. Ho 0.7 45 3.7 0.3 9.2 85
FHITES Non-Executive Director
=ER Nelson W.L. Yuen 0.7 - - - 0.7 0.3
BUFHTES Independent Non-Executive Directors
BR B S.S. Yin 0.7 - - - 0.7 0.3
RSt Ronald J. Arculli 0.7 = - - 0.7 0.3
EiES H.K. Cheng 0.9 - - - 0.9 0.4
FR&%G Laura L.Y. Chen 0.9 - - - 0.9 0.4
BEiaE P.W. Liu 0.9 - - - 0.9 0.4
fa] AN Dominic C.F. Ho 0.9 - - - 0.9 0.4
AIESE Ex-Directors
=i William P.Y. Ko
(R=Z—=F (Resigned on
+=—A+=—HB&1F) December12,2012) - - - - - 14.0
ohFE Henry T.Y. Yiu
(R=ZT—=—4F (Resigned on
+=—HA+—H&{E) December11,2012) = = = = - 6.6
—E-=F 2013 8.0 50.1 19.7 3.8 81.6 95.2
—F——F 2012 3.9 62.8 23.5 5.0 95.2

BRAEBMEIN  SRBEERKTFELE
RZE——F+_A=+—HLEFE %
FERNTERMNTETEERARFE
ERMHRBz2HFE -
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In addition to the above emoluments, Mr. William P.Y. Ko and Mr Henry
T.Y. Yiu received $0.8 million and $0.4 million, respectively, for the
year ended December 31, 2012 for their services as employee of the

Company.
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7 EBEERGHREBABZEHE @

(b) BEFHFALTZEHE
EhE&EEFALTH = (ZF—=4F:
=) BARRBRAEERE (T2 —=
F M) AARIAIES - FHAER [
(ZT—Z—F  |&) AT zBauT :

7 EMOLUMENTS OF DIRECTORS AND SENIOR
MANAGEMENT (continued)

(b) Individuals with highest emoluments

Of the five individuals with the highest emoluments, three (2012: three)
are existing directors of the Company and nil (2012: two) is ex-director
of the Company and the emoluments in respect of the remaining two
(2012: nil) individuals are as follows:

LABK B BT E in HK$ Million 2013 2012
e R REYR Salaries, allowances and benefits in kind 9.1 =
BIEEAT Discretionary bonuses 2.0 =
AREBERERESETEI 23 Group’s contributions to retirement scheme 0.8 =

11.9 -

AEMAE (ZF——%F: &) ALt zBEn
FUAT B £

The emoluments of the above two (2012: nil) individuals are within the
following bands:

A

Number of individuals
2013

2012

$4,000,001 - $4,500,000
$7,500,001 - $8,000,000

1 —
1 —

2 —

(©) BULEBMES  ETFTEEREAAF
REBKERA T EEEBERAT
B BRAR BB S BUE IR T RS R AE - &
DFEH 2 BAA BIRESEIB B M £E28(b)
T -

d) #=2ZF—=FKk=_FT—Z=—F+=H
=+—BLFE BMERLREER
BRITHRA B RIBIEABBMEE
FIBEFESMBEAEE -

(c) In addition to the above emoluments, certain directors of the
Company were granted share options under the share option
schemes of the Company and its ultimate holding company, Hang
Lung Group Limited. Details of which are disclosed in note 28(b).

(d) During the years ended December 31, 2013 and 2012, there
were no amounts paid to directors and senior executives above
for compensation of loss of office and inducement for joining the
Group.
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8 HmEWERAZBIA

(@) HEWmRAZHIAR

8 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT

(a) Taxation in the consolidated income statement represents:

NS BESTHE in HK$ Million 2013 2012
ARERIE Current tax
BEBNEH Hong Kong Profits Tax 576 435
NEFEREZ 1R Over-provision in prior years (3) (12)
573 423
AR AT S FR China Income Tax 559 550
1,132 973
RIER TR Deferred tax
BEMFE 2 N EE Change in fair value of investment properties 219 205
HitR e RO E R 4258  Other origination and reversal of temporary differences 926 71
&&t (FEE21(b) Total (Note 21(b)) 315 276
BEs st Total income tax expense 1,447 1,249

FENSHRBRBABREIRFERNZ A E
ARUENABEDZ AR (ZF——F:
BOZTAHE) 8 -  FEASEHEERER
REGCEASHERESZ - TR (ZT—=
F:BEAZ=ThH) AERTFEREMASEH
WERBREFE - BB RRETEAM
ZOIEMRECRERA T NF—H—
BRELZBMAKEZRSGEZED
ZhBMIRRPAFR

(b) BHE-_FT—=F+-A=1+—HIF
EzREEECERBELBE T (=
T——F: \BET) B AEKE
EERFNA -

Provision for Hong Kong Profits Tax is calculated at 16.5% (2012:
16.5%) of the estimated assessable profits for the year. China Income
Tax mainly represents China Corporate Income Tax calculated at 25%
(2012: 25%) and China withholding income tax at the applicable
rates. A withholding tax of 5% is levied on the Hong Kong companies
in respect of dividend distributions arising from profits of foreign
investment enterprises in mainland China earned after January 1, 2008.

(b) Share of joint ventures’ taxation for the year ended December 31,
2013 of $9 million (2012: $8 million) is included in the share of
profits of joint ventures.
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8 HmEWERAZHIE @) 8 TAXATION IN THE CONSOLIDATED INCOME
STATEMENT (continued)

(c) BiTASih B BR A I LA B A B R BT (c) Reconciliation between actual tax expense and profit before

B2 - taxation at applicable tax rates:

B EETHE in HK$ Million 2013 2012
BR7A AR A Profit before taxation 9,204 10,169
R ADaRALAEBR RTE 2FiIE  Tax on profit before taxation at applicable rates 1,831 1,966
FEFERTRUA 2 B IE s & Tax effect of non-taxable income (376) (717)
RS 2 FIE 2 Tax effect of non-deductible expenses 35 61
HABEEA 2 RISEE KA Tax effect of tax losses utilized and other deductible

AR E R = B 2 R & temporary differences (111) (98)
AERZ FREER 2 RIET 2 Tax effect of unrecognized tax losses 71 49
DEFEREZIR Over-provision in prior years 3) (12)
ERBIES H Actual tax expense 1,447 1,249

d =R £fEMZ2EKRE T RAER (d) There is no tax effect relating to the component of the other

HEBREE - comprehensive income for the year.
9 REEMLAR 9 NET PROFIT ATTRIBUTABLE TO
SHAREHOLDERS
PR ELATBEARATTBHRRAN 2% Net profit attributable to shareholders includes a profit of $3,380 million
M=t+=EBNTEBETL(ZZ—=F: (2012: $2,483 million) which has been dealt with in the financial
ZtTHEENT=EE8T) ° statements of the Company.
10 RE 10 DIVIDENDS
(@) =FERE (a) Dividends attributable to the year
LB EETHE in HK$ Million 2013 2012
EEHEREIRERHARES G0 Interim dividend declared and paid of 17 cents
(ZZ——F : ) (2012: 17 cents) per share 761 761
RAEE BB B B8R T+ /Il Final dividend of 58 cents (2012: 57 cents) per share
(ZZ=——%F: ﬁthﬂJJ) proposed after the end of the reporting period 2,598 2,552
3,359 3,313
REEHBEE Y RBARE - WE®ER A The dividend proposed after the end of the reporting period has not
HERZBE- been recognized as a liability at the end of the reporting period.

b) #HE—Z——F+=-—B=+—HItE (b) Thefinal dividend of $2,553 million (calculated based on 57 cents

BZ-_+HERT=-B&TREKE per share with issued share capital as at dividend pay-out date) for
(BESKRATHWUIIZERER 2238 the year ended December 31, 2012 was approved and paid in the
TERARAE) R—_E—=F+_AH4 year ended December 31, 2013 (2012: $1,611 million).

=t BLFE#ENRKE (T
FARE-—T—BST) °
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11 SRER 11 EARNINGS PER SHARE
(@) BREARBERFN LA THEIE (@) The calculation of basic and diluted earnings per share is based
G on the following data:
A EBITAE in HK$ Million 2013 2012

AT EERREAR R #5582 A Earnings for calculation of basic and diluted earnings per share

Z BT (BIAR R B AE 7)) (net profit attributable to shareholders) 7,212 8,395
f& &8
Number of shares

NEBREE in Million 2013 2012
AU EESRERETRZ Weighted average number of shares used in calculating

A&7 N9 £ basic earnings per share 4,478 4,474
BESER 2B ERD 2 Effect of dilutive potential shares — share options 10 22

B — R HR
R ESRESET 2 Weighted average number of shares used in calculating

&7 AN 5 25 diluted earnings per share 4,488 4,496

(b) RHE(EEAMF (FRFERANE
ATEZD  LARAAMEEHIER
JiEmERs) 2 SHEMT

(b) The underlying net profit attributable to shareholders which excluded
changes in fair value of investment properties net of related deferred
tax and non-controlling interests, is calculated as follows:

NBEBREITHE in HK$ Million 2013 2012

P& R PR A R Net profit attributable to shareholders 7,212 8,395

WEMHEZ N FEES) 2 Effect of changes in fair value of investment properties (2,482) (2,522)

HEEEREZE Effect of corresponding deferred tax 219 205
BEPENREYH Effect of change in fair value of investment properties of

NEEEEFE joint ventures (43) (62)

(2,306) (2,379)

IR A = Non-controlling interests 144 162

(2,162) (2,217)

A% B e EL AR 4 A Underlying net profit attributable to shareholders 5,050 6,178

REBRRERERENAEZERBNG

shareholders are:

The earnings per share based on underlying net profit attributable to

2013 2012
=i Basic $1.13 $1.38
#E Diluted $1.13 $1.37

182 ‘EgESR AT HANG LUNG PROPERTIES LIMITED
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12 EEEE — &8

12 FIXED ASSETS - GROUP

ERPIREYE
AW Investment
Investment  properties under Hfth, BF
DB EETHE in HK$ Million properties development Others Total
A E A - Cost or valuation:
R-—ZE——F—H—H At January 1, 2012 93,610 23,613 304 117,527
FE X Exchange adjustment 34 (37) = (3)
INE Additions 403 5,614 79 6,096
HE Disposals (3,054) = (18) (3,072)
ANEEAN Increase in fair value 2,522 - - 2,522
A /(EL) Transfer 4,708 (4,708) - -
MN-ZE——F+=-_H=+—H At December 31, 2012 and
;rE=F—=%—H—H January 1, 2013 98,223 24,482 365 123,070
DE Vi S EE Exchange adjustment 1,420 767 5 2,192
NE Additions 745 9,951 75 10,771
He Disposals (5) - 4) 9)
ANE(EE AN Increase in fair value 2,482 - - 2,482
A /() Transfer 4,722 (4,722) - -
N-E—=F+=-A=+—H At December 31, 2013 107,587 30,478 441 138,506
REHTE ¢ Accumulated depreciation:
N-ZT——F—HF—H At January 1, 2012 = = 87 87
P 5, 38X Exchange adjustment - - - -
RNEEHE Charge for the year = = 35 35
B B Written back on disposals = = 7) 7)
MRZE——F+-_HA=+—H At December 31, 2012 and
r—ZTE—=F—H—H January 1, 2013 = = 115 115
b 5, = Exchange adjustment - - 2 2
REEHE Charge for the year - - 37 37
B Written back on disposals = = 2) 2)
R-ZB—=F+=-A=+—8H At December 31, 2013 - - 152 152
BREDFE ¢ Net book value:
N-—EBE—=F+=-A=+—8H At December 31, 2013 107,587 30,478 289 138,354
R-E——F+-_H=+—H At December 31, 2012 98,223 24,482 250 122,955
EEEE ZKAED Cost or valuation of the fixed assets
HEWDT is made up as follows:
—ZE-=%+=ZHA=+—H December 31, 2013
HE Valuation 107,587 30,478 - 138,065
IP¥NE Cost - - 441 441
107,587 30,478 441 138,506
—E——F#+-H=+—H December 31, 2012
fHE Valuation 98,223 24,482 - 122,705
KANME Cost - - 365 365
98,223 24,482 365 123,070
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12 EEEE — &8 &)

(a) MELATFEFTE

(i) RX-FEER
TREINAEEL TN EERIZAY
B EMREMERERFPREYWENE
& WAREHKFRS 13 A EZ 25T T
ATHAFEBRSEA=ARA - AT
BEZRBHETI2EGER EZFRBANE A
TEOTEBREREEM - ST :

- F—RHE: EERAE-—RBATE
EMQTE BIRFERKBHEREE
SR ERNEEM S AL HERE

- FRMEE: ERF-_RBATEE
MR E BABEENBATE  EX
ERES —AWNER . BB ABREX
TABENBATE - TABERHAT
EREMSBENBATE

- BEREE: FREATTRRBAT
EHBOATE

12 FIXED ASSETS — GROUP (Continued)
(a) Fair value measurement of properties
(i)  Fair value hierarchy

The following table presents the fair value of the Group’s investment
properties and investment properties under development measured
at the end of the reporting period on a recurring basis, categorized
into a three-level fair value hierarchy as defined in HKFRS 13 “Fair
value measurement”. The level into which a fair value measurement
is classified and determined with reference to the observability and
significance of the inputs used in the valuation technique is as follows:

— Level 1 valuations: Fair value measured using only Level 1 inputs i.e.
unadjusted quoted prices in active markets for identical assets or
liabilities at the measurement date

— Level 2 valuations: Fair value measured using Level 2 inputs i.e.
observable inputs which fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are inputs for which
market data are not available

— Level 3 valuations: Fair value measured using significant
unobservable inputs

R-B—Z=F+-_A=+—HZRAFEFE

Fair Value measurement as December 31, 2013

F— F_MH F=H
B EETTE in HK$ Million Level 1 Level 2 Level 3
WEYH Investment properties - 107,587 -
BRPEEYE Investment properties under development - - 30,478

BASEZBER  EATFEBRBTEER
T AR - FR - REED+EE=T
“ABTHNERES < BHBYRISNAE
FHERTRENEERZREMEIN
WEE MR FEERANER -

AEBZRENVERERPREDEER
TE =+ -A=1T—HHEF-ATH
HEAEREXRBERARARZEMER
RIE (EXRE) REBELERMERESRE
ETHE - EEREERGHERKLGES
RNEPHRFERE A HEBERMET

YA

184
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The Group’s policy is to recognize transfers between levels of fair value
hierarchy at the time in which they occur. During the year, except for the
transfer from investment properties under development to investment
properties of $4,722 million upon opening of Center 66 mall, there were
no transfers between levels of fair value hierarchy.

The investment properties and investment properties under
development of the Group were revalued as at December 31, 2013
by Mr. Charles C.K. Chan, Registered Professional Surveyor (General
Practice), of Savills Valuation and Professional Services Limited, on a
market value basis. Management has discussion with the surveyors on
the valuation assumptions and valuation results when the valuation is
performed at each interim and annual reporting date.
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12 EEEE — &8 &)

(a) MEATETE (B

(i) FE=RAFETTEERZIGELE
REATE

"EMFEZ AFAETIRBAE AR E M

B W2ERBFsMBHEERERNELEE

ZEMIHEIE °

(iii) FEB=RRA-FEFTEHEL
MNRABEAENERPREDE 2 A FE
TRBEELEBORGE - X2EWS LA
B2y idEBRUVREREZAF
B8 RWGER - BRI TER :

- HFMH2EEFRAZFERAREZL
MERILAEK &

- BAMS2RBERFERNERZVES
BT BRI o

B = 2 T AT B 2 BN BB R B AR ) %

RAKREMERZAFE-
AEEFERZEZNE=RTAEREA
TTRHINWT

AEBEZHRBDREYEBAERBRAN
FZFTNARBE_B—TRET - EH@EF
AARBAREERNPLIREELR LY ER
MR E 2 REREAER o

12 FIXED ASSETS — GROUP (Continued)
(a) Fair value measurement of properties (Continued)

(ii) Valuation techniques and inputs used in Level 2 fair value
measurements

The fair value of investment properties is determined by using income
capitalization approach with reference to current market rents and
capitalization rates using market data.

(iii) Information about Level 3 fair value measurements

The fair value of investment properties under development in mainland
China is determined by using direct comparison approach, with
reference to comparable market transactions as available in the market
to derive the fair value of the property assuming it was completed and,
wherever appropriate, deducted the following items:

— Estimated development cost to be expended to complete the
properties that would be incurred by a market participant; and

— Estimated profit margin that a market participant would require to
hold and develop the property to completion.

The higher the estimated development cost or profit margin, the lower
the fair value of investment properties under construction.

The main Level 3 unobservable inputs used by the Group are as
follows:

The total estimated development costs of the Group’s investment
properties under development ranged from $3.9 billion to $21.4 billion.
The estimates are largely consistent with the budgets developed
internally by the Group based on management experience and
knowledge of market conditions.
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12 EEEE — &8 @) 12 FIXED ASSETS — GROUP (Continued)
(a) MEATETE (B (a) Fair value measurement of properties (Continued)
(iii) B=RAFEGTEHNEL (&) (iii) Information about Level 3 fair value measurements (Continued)

FRNZEE="MAVEF=LENEF|E The movements during the year in the balances of these Level 3 fair

SLEATR value measurements are as follows:
BRAREYE —
AR B A
Investment properties under
A EETETE in HK$ Million development — Mainland China
R-Z—=%—H—H At January 1, 2013 24,482
PE H A% Exchange adjustment 767
NE Additions 9,951
NFAEE N Increase in fair value -
HEHEE R Transfer to Level 2 (4,722)
R=-ZEB-=+=ZA=+-—H At December 31, 2013 30,478
Bt ABR 2 F WA Total gains for the year included in profit or loss -

IEYERERPKEYSE 2 ATEFHE  Fair value adjustments of investment properties and investment
RNEFAWERPUTIEEME 2 A {E#E  properties under development is recognized in “Increase in fair value of

] —IEFER -

investment properties” in the consolidated income statement.

(b) MEZEEFEINNOT : (b) An analysis of net book value of properties is as follows:
BRPIEEYE
LAY Investment properties

Investment properties under development
NBEEBITAE in HK$ Million 2013 2012 2013 2012
SRR Long leases in Hong Kong 35,618 34,440 - -
EHEINERHZ  Long leases outside Hong Kong - = 835 797
BEH B 32 Medium term leases in Hong Kong 19,005 18,446 - -
EBBINREIEZ  Medium term leases outside Hong Kong 52,964 45,337 29,643 23,685
107,587 98,223 30,478 24,482
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12 EEEE — &8 &) 12 FIXED ASSETS — GROUP (continued)

(c) "&EEHMETEEEMFIMEEIE () The net book value of other fixed assets of the Group included
MAEBN RSB ZEE s TR E long leases of $14 million (2012: $14 million) in respect of land
Y —FHNEEL(ZF— ZF: and building held in Hong Kong, medium term leases of $8
—THEEET) UWEEBIEINASRH] million (2012: $8 million) and long leases of $48 million (2012:
WREFZ L HWEREEMN\BET $35 million) in respect of land and buildings held outside Hong
(ZZ2—Z—F : \BET) KUK Kong respectively.

LBt HREEYONTNEET

(Z2E——F: =ZFHBE&ET) °

MEREWZBIRREYEZHE W Property leasing revenue includes gross rental income from
ANBBEA+AEBE=T N \EBETL (== investment properties of $6,638 million (2012: $6,098 million).
—ZF : XTEZEATFNAEET) °

(d) AEFERELEBAEHAEYE - (d) The Group leases out its properties under operating leases.
EHH—RYTEBA_ZRHF Hm Leases typically run for an initial period of two to five years, with
N ERGRIBEY  EREEFHEM some having the option to renew, at which time all terms are
ElEZ - RHBEY B E2HES renegotiated. Long term leases contain rent review or adjustment
SN ARES IR MAERETE clauses and the Group has a regular proportion of its leases up
HE—FEHHNELOEmERD - &F for renewal each year. Certain leases include contingent rentals
HAOBENRAL  H2BREPL 2 calculated with reference to the revenue of tenants.

AMERFE °
NEER AEBRIKEMERER At the end of the reporting period, the Group’s total future
RREYE  BETAIREZEENR minimum lease income under non-cancellable operating leases
xRN Z RRBLETENT ¢ in respect of investment properties were as follows:
B A BITAE in HK$ Million 2013 2012
—FR Within 1 year 5,598 4,931
—FREBERFA After 1 year but within 5 years 7,825 7,497
Akt After 5 years 1,991 2,207
15,414 14,635
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13 B AR 13 INTEREST IN SUBSIDIARIES
NG
Company
NEEBEEITHE in HK$ Million 2013 2012
MRS - KARE Unlisted shares, at cost 8 8
& W B /B8 & I OR Amounts due from subsidiaries 64,348 71,625
64,356 71,633

(a) FEWBARZEHEMERERMFE35 >  (a) Details of principal subsidiaries are set out in note 35.

(b) FEUMEBARIZUEAEEIR 28 NERE  (b) Amounts due from subsidiaries are unsecured, interest-free with no

TEENE - MAREBZERIERAREKT fixed terms of repayment and classified as non-current assets as they
—EARTEIE - BEWEIERENEE © are not expected to be recoverable within the next twelve months.
() ENWBARZEAEERT EE&EE (c) Amounts due to subsidiaries are unsecured, interest-free with no
TEERES - A TEHAZEFRIBR AR R+ fixed terms of repayment and classified as non-current liabilities as
ZEARTSEE - BOWEERSBIE - they are not expected to be repaid within the next twelve months.
14 S8 ¥RES 14 INTEREST IN JOINT VENTURES
3]
Group
AR EITEE in HK$ Million 2013 2012
EIEEEFE — LMK HS Share of net assets — unlisted shares 1,160 1,082
BN AEhERIE Amount due to a joint venture (130) (41)
1,030 1,041

FEREEDETIEY AER - ATHIZFE  Amount due to a joint venture is unsecured, interest-bearing at market
HENERTIESRE  MABBZEZIETR  rate with no fixed terms of repayment and classified as non-current liabilities
SRR+ —EARNEE - BOWEERBAaE - as it is not expected to be repayable within the next twelve months.

SR E HMEREH NN 36 - 2N&EE  Details of joint ventures are set out in note 36. The aggregate financial
RERIIW NEANEENE 7 HEZRAEET  information related to the Group’s share of joint ventures that are not

AT EERFRmT individually material are as follows:
NEKBETARE in HK$ Million 2013 2012
ERBEE Non-current assets 1,189 1,146
MENE E Current assets 76 41
FRBAE Non-current liabilities (86) (80)
mBAE Current liabilities (19) (25)
BEFRE Net assets 1,160 1,082
NEEBEBITHE in HK$ Million 2013 2012
L Turnover 71 65
AREEaA R B aE5a Profit and total comprehensive income for the year 96 105
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15 Hitv &= 15 OTHER ASSETS

£H
Group
BB THE in HK$ Million 2013 2012
EBELETMFEIEE Unlisted held-to-maturity investments
#BE () in Hong Kong (Note) - 452
B TIELHRERAR] Advances to unlisted investee companies 8 =
8 452
o BIEAR AN —E 2 E/B  Less: Unlisted held-to-maturity investments
FEEMRZEIEA in Hong Kong with maturity
& (M) less than one year (Note) - (452)
8 _
BT Note:

AEBEREILIMESFRE WRERZ-ZZE—=F The Group held investments in unlisted bonds with maturity in November 2013 and
+—AR—_ZE—=F+_AHH - WEFRSF_H December 2013. The effective yield of the bonds was 2.7% (2012: 1.6% to 2.9%) per
+E(ZBE—=F : —BRNEE-BNE) 2BBKE annum, payable quarterly or semi-annually. All unlisted bonds were redeemed upon
KB  BEEHFFIRE o maturity.

16 AERBITHEXK 16 CASH AND DEPOSITS WITH BANKS
3]
Group
NS BEEBTHHE in HK$ Million 2013 2012
TEBiE R Time deposits 31,622 33,417
RITIFX Cash at banks 2,699 2,608
HREMBEHRRERNES & Cash and deposits with banks in the consolidated
SRITER statement of financial position 34,321 36,025
B =18 A & EIEH Less: Bank deposits with maturity greater than three months (560) (8,036)
RITIFR
GeERemERNES R Cash and cash equivalents in the consolidated
HEEEY cash flow statement 33,761 27,989
REEH - REE RS RIRITHERIEF At the end of the reporting period, the Group’s cash and deposits with

5 H
HHNERGE_B=E (ZTE—=—F: _F) banks were interest-bearing at an average rate of 2.3% (2012: 2.0%)
g

SR EEEEBHBE MmAT per annum with currencies denominated in:
=8
Group
BB BEETHE in HK$ Million 2013 2012
BEEEE Hong Kong Dollars equivalent of:
AREE Renminbi 31,815 32,840
bt s Hong Kong Dollars 2,193 2,142
X United States Dollars 313 1,043
34,321 36,025

KEFZEAEAREBRITERABMERA  The Group holds Renminbi bank deposits to meet its ongoing payment
WNitrERIER BFENNREE - obligations in relation to its development projects in mainland China.
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16 RERBITER 5

B NETERNBRETERNEMEES
% AREBNEERZEEFE (22—
FEEL) W

16 CASH AND DEPOSITS WITH BANKS (Continued)

After deducting cash and deposits from bank loans and other
borrowings, the net debt (2012: net cash) position of the Group at the
end of the reporting period was as follows:

&M@

Group
A E BTt in HK$ Million 2013 2012
RITER N EMEE (FtzF19) Bank loans and other borrowings (Note 19) 34,979 29,736
W RERER Less: Cash and deposits (34,321) (36,025)
FEE/(RE) Net Debt/(Cash) 658 (6,289)

17 PR AR B2 EL 4t FE WL K

(@) TEFARMERT S HAibEMR 2 B AR
K (ARE B RER) BRI T -

17 TRADE AND OTHER RECEIVABLES

(@) Included in trade and other receivables are trade receivables
(based on the due date) with the following terms:

5=
Group
BB BITAE in HK$ Million 2013 2012
WEAR—EAR Current and within 1 month 1,830 46
—&==1@A4 1 - 3 months 12 3
=@EAUE Over 3 months 9 4
1,851 53

REEEBRELTEA - AEBZEE
B S E BB HEE30(C) -

(b) AEEZEMERKBE=ZE—TFTN
BELT(ZZ——F: ZEZT/\BET)
RAEREE T B ek —E—F
“EET(ZE——F: UENTHER
Bir) 2 A RE S & hEIE - LKA
AERE 28 RERTER -

The balance of bad and doubtful debts is insignificant. The details on
the Group’s credit policy are set out in note 30(c).

(b) Included in other receivables of the Group are deposit of land
acquisition in mainland China of $318 million (2012: $308
million) and amount recoverable from a joint venture of $212
million (2012: $444 million) which is unsecured, interest-free and
has no fixed terms of repayment.

18 PROPERTIES FOR SALE

e
Group
S EETATE in HK$ Million 2013 2012
NRBBZHFERRT Y Properties under development for sale located in
— RE Hong Kong — long leases 1,662 1,296
MRABBZFEDEKRME  Completed properties for sale located in Hong Kong —
— FhEAhER medium term leases 4,033 4,813
5,695 6,109
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19 RITERKREMEER
REHAR  SEARTERRAMERS
-

19 BANK LOANS AND OTHER BORROWINGS

At the end of the reporting period, bank loans and other borrowings

FHEAR : were unsecured and repayable as follows:
=
Group
NEEBEBITIE in HK$ Million 2013 2012
RITER (FiF(a) Bank loans (Note (a))
—F Nk BN ER Within 1 year or on demand 1,657 1,113
—FRE-FR After 1 year but within 2 years 10,983 1,378
WEBRERFA After 2 years but within 5 years 10,786 18,955
FHEME Over 5 years 4,519 2724
27,945 24,170
HtER (5E (b)) Other borrowings (Note (b))
MERERAFR After 2 years but within 5 years 375 =
RFLAE Over 5 years 6,915 5,799
7,290 5,799
35,235 29,969
B REESE 2 BB A Less: unamortized front end fees (256) (233)
RITERRHMES®E  Total bank loans and other borrowings 34,979 29,736
FIARBEET Amount due within 1 year included under current liabilities (1,657) (1,113)
—FANE| BB FIE
33,322 28,623
5T Notes:

(a)

(b)

FA-MERTEFHREHN\BEELHNE
(ZZF——F: THAREE/\HAE) FHEFL -

AEEZETEEZZMBRORSG - ZENB
RHNBERREARNERNRRZEEBVEERE
TEEREEEGERAAHREEFEZLLETER
WREKRF - FR - AEED T2 ETREFRON

25K .

RZTE-—=F+-A=+—H xEE#EFH
+t+ABATF—EEL(CE—=—F:A5+—F
“TEEST) RBANRITEEREE -

ARFlz—HEEHEHNHRBARRY —EAEE
=+HEER (ZT——F: =+ExXn) 2P HE
BEtE (T5H281)) - REER - "EBERELAET
BRI ERFARA-SHNAAEZNELAE
(ZB——F: ZHARAEENHELHE) -

(a) All bank loans are interest-bearing at rates ranging from 0.8% to 7.9% (2012: 0.6%

(b

to 8.5%) per annum during the year.

Certain of the Group’s borrowings are attached with financial covenants which require
that at any time, the Group’s consolidated tangible net worth is not less than and the
ratio of borrowings to consolidated tangible net worth is not more than certain required
levels. During the year, all these covenants have been complied with by the Group.

At December 31, 2013, the Group had $7,981 million (2012: $5,127 million)
committed undrawn banking facilities.

A wholly-owned subsidiary of the Company has a US$3 billion (2012: US$3 billion)
Medium Term Note Program (the “Program”). At the end of the reporting period,
the bonds have been issued with coupon rates ranged from 2.95% to 4.75% (2012:
3.55% to 4.75%) per annum under the Program.
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20 ENBRARHEAMEMNRK

20 TRADE AND OTHER PAYABLES

&=

Group
NEEBEEITHE in HK$ Million 2013 2012
e R ERTE A (Kizk ) Creditors and accrued expenses (Note (a)) 4,219 3,242
BlEE (FIEE (b)) Deposits received (Note (b)) 1,758 1,555
FEAH R BB A R IE (KMizE(c)) Amounts due to fellow subsidiaries (Note (c)) - 14
5,977 4811

B -

(@) BNRREFERSERAR-—FATEENZ
REFBALEZENBET (ZF— =

hBE&T) -

(b) ERETERNFLEBT (ZF—=F: hfE
—TET) BHER—FATEERN -

(c) BNRRMBARFELDAEER REREETE

{EIRH] -

B AT A B B 0 R B A B AN SR 2 A R R

—E=ZE=T

Notes:

within one year.

terms of repayment.

(a) Creditors and accrued expenses include retention money payable of $508 million
(2012: $335 million) which is not expected to be settled within one year.

(b) Deposits received of $1,087 million (2012: $920 million) are not expected to be settled

(c) The amounts due to fellow subsidiaries are unsecured, interest-free and have no fixed

Included in trade and other payables are trade creditors with the

HIRR O - following aging analysis:
£H
Group
NBEREITHE in HK$ Million 2013 2012
—1{& A N EIEE Due within 1 month 2,633 2446
=8 A&SIH Due after 3 months 548 367
3,181 2,813

21 REEMBRRREZBIE

21 TAXATION IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

(@) AFHE (a) Current taxation

ESE]

Group
PV LR Vi in HK$ Million 2013 2012
EEN SR Provision for Hong Kong Profits Tax 365 202
AR B ET{S RS Provision for China Income Tax 239 186
AEFEE 2 ENEFENEH Hong Kong Profits Tax payable relating to prior years 29 4
633 392
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21 REFEEHBRRERLEZHE ) 21 TAXATION IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

(b) EZLEBIIE (b) Deferred taxation
£
Group
NBEEBITAE in HK$ Million 2013 2012
RIERIEE R Deferred tax liabilities 9,524 8,947
RIETIA B E Deferred tax assets (7) (12)
EIETR B EFER Net deferred tax liabilities 9,517 8,935
REAHBHRIE FBRIEREMIES  The components of deferred tax liabilities/(assets) recognized in the

AN

=)
&/(CEE) MEREFRZEEIT consolidated statement of financial position and the movements during
the year are as follows:

B E BT E in HK$ Million FERHE
ZRERRITE B s
Depreciation BEEZ
allowances in Y REZE
excess of b/E==tr Future
related Revaluation benefit of Hih Lt
EERIBEAER - Deferred tax arising from: depreciation  of properties tax losses Others Total
R-E——F—F—H At January 1, 2012 1,106 7,461 (35) 129 8,661
HARE X AR Charged to exchange reserve - 2) = = (2)
PIBEE AT /(BEA) Charged/(Credited) to profit or
(PizE8(a)) loss (Note 8(a)) 41 205 33 3) 276
RN-ZZE——F+=—H At December 31, 2012 and
=t+t—HBR=ZE—=F January 1, 2013 1,147 7,664 (2) 126 8,935
—H—H
FOBE H A A Credited to exchange reserve 27 240 - = 267
RiBz AR Charged to profit or loss
(FisE8(a)) (Note 8(a)) 71 219 2 23 315
N=B—=F At December 31, 2013 1,245 8,123 - 149 9,517
+=A=+-RH

[Efh | TESERINEGIRELEEFREA  Included in “Others” is mainly deferred tax liabilities recognized in
7 RO ECAERER Z HERERIEAE - respect of undistributed profits of foreign investment enterprises in
mainland China.

193



B 75 R R P RE

Notes to the Financial Statements

21 REEHBERREKREZHIE @)

(c) RERZELEREEE
AEEMARE THERARZEHBLR
N+ N\EZ—BELT(ZE—=F: +=§&
EFtEER) MEEEMEENELERIE
BEELER AAR-_Z—=F+=_A7
=+t—B RKEEEEENBRE
ABOR AL - WEBBEBOBE
BEANBRREHRAEESR W REE - MR
Wi BB EBRARNEEE 48
R F&EET o

21 TAXATION IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)

(c) Deferred tax assets not recognized

The Group has not recognized deferred tax assets in respect of tax
losses of $1,801 million (2012: $1,357 million) sustained in the
operations of certain subsidiaries as the availability of future taxable
profits against which the assets can be utilized is not probable at
December 31, 2013. The tax losses arising from Hong Kong operations
do not expire under current tax legislation. The tax losses arising from
the operations in mainland China expire five years after the relevant
accounting year end date.

22 A 22 SHARE CAPITAL
2013 2012
RHEE BELE it 1 B RASHE
Number of Amount of Number of Amount of
shares share capital shares share capital
(ABR) (BEx) (B8R) (B&TT)
(million) ($million) (million) ($million)
JETE Authorized
SRR EE—7T Shares of $1 each 6,000 6,000 6,000 6,000
BEITNEE Issued and fully paid
K—A—H At January 1 4,477 4,477 4473 4,473
RR I HAfE T & Shares issued under share
BT 2R option scheme 2 2 4 4
®W+=-—A=+—8H At December 31 4,479 4,479 4,477 4,477
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23 f##E&

23 RESERVES

(a) £HE (@) The Group
H b
Other reserves
‘ EEB
B B
B e Employee R
(8 Capital [EH##E  share-based Ve “afEE
Share  redemption Exchange compensation k) Retained Total
B EHBITTE in HK$ Million premium reserve reserve reserve Total profits reserves
R-E——F At January 1, 2012 32,909 2,066 5,615 477 41,067 65,922 106,989
—H—H
NEE A Profit for the year = = = = = 8,395 8,395
#EE N B 2 &) Exchange difference arising
BRIBESL 2 from translation of
ERER overseas subsidiaries - = 150 - 150 - 150
NEE2EUZE  Total comprehensive
4a %A income for the year - - 150 - 150 8,395 8,545
FFEEREAIZRE  Final dividends in respect
of previous financial year — — — — - (1,611) (1,611)
AREEZFEIRR S Interim dividends in respect
of current financial year — — — — - (761) (761)
BT Issue of shares 56 - = = 56 = 56
EEREEA Employee share-based
payments 14 - - (6) 8 225 233
RZZT——F At December 31, 2012 and
+=-—HA=+—H January 1, 2013 32,979 2,066 5,765 471 41,281 72,170 113,451
r—Z—=fF
—H—H
REEHF Profit for the year = = = - - 7,212 7,212
¥ E G NI EB A 7] Exchange difference arising
BRIEBEAZ from translation of
PEH =R overseas subsidiaries - - 2,500 - 2,500 - 2,500
AREEZEEUZE  Total comprehensive
FoEE] income for the year = - 2,500 - 2,500 7,212 9,712
EERAAARE  Final dividends in respect
of previous financial year — — — — — (2,553) (2,553)
ANEEHEIRL S Interim dividends in respect
of current financial year — — - - - (761) (761)
IR Issue of shares 42 = - - 42 _ 42
EEREER Employee share-based
payments 10 - - 111 121 43 164
R-ZT—=%F At December 31, 2013 33,031 2,066 8,265 582 43,944 76,111 120,055
+=A=+—H
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23 f#fs 23 RESERVES (Continued)
(b) AF (b) The Company
HAfEE
Other reserves
» ERRD
AR G
B e Employee RE
(8 Capital  share-based Ve ke
Share  redemption compensation 4z Retained Total
NBEBRBITHE in HK$ Million premium reserve reserve Total profits reserves
N-_E——F—H—H At January 1, 2012 32,909 2,066 477 35,452 2,866 38,318
N B A & 2 U Es Profit and total comprehensive
Ha%EE income for the year = = — — 2,483 2,483
FEERERE Final dividends in respect of
previous financial year — — - - (1,611) (1,611)
REZHHRE Interim dividends in respect of
current financial year - - - - (761) (761)
BT Issue of shares 56 - _ 56 _ 56
EENRREER Employee share-based payments 14 - (6) 8 225 233
W-E——4F At December 31, 2012 and
+-—A=+—HxK January 1, 2013 32,979 2,066 471 35,516 3,202 38,718
—E—=F—A—H
NEEHF R EEYZE  Profit and total comprehensive
A %A income for the year — — - - 3,380 3,380
EFEERIEE Final dividends in respect of
previous financial year - - - - (2,553)  (2,553)
REZH RS Interim dividends in respect of
current financial year - - - - (761) (761)
BITHR D Issue of shares 42 _ _ 42 _ 42
EEREER Employee share-based
payments 10 - 111 121 43 164
N-EBE—=F At December 31, 2013 33,031 2,066 582 35,679 3,311 38,990
+=A=+—H

AEBR_ZE—=F+-_A=+—HBHR
BafefrREE—_asar (22— —F:
—BEFAEET) NPRAEBARZ
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The retained profits for the Group at December 31, 2013 included
$402 million (2012: $276 million) in respect of statutory reserves of the

subsidiaries in mainland China.
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23 f#E @)

(b) AT ()

BB H B R A A E R~ iR RIZ
BB (RAERD) EO+NZBEREN+ A
FIREEE - EREEOEREEINED
RIS RRE £ 2 B H 258 o B 1)
i - EERGEEEEESELE Y
FIEATHE 2 B BB 2 A TAE o

RZE—=F+-A=+—H ' KxA7d
DR TFREZFEESEBAE=TZE
—T-EER(CF-—ZF:=1+_F%
“HEL) e

BEXEH
AEENEAEERRE A ERERRE
AEERFEZE  UARRRHE®RRL
REMFTHERHNE - FRIAEGERR
HSRE -

AEETEERT DR RERLE A
AT BOK T A A B R B
B SR 1 A AR P A (B 5 AR 2
PIESF G - L AEAKE XBAA R
EERRZRDHEAGHEELBE

AEEEBRAERLE R OHERREL X
MEBERELR) RRSRENTRK - L=
BRI ERKROM B AEREREERE
B FEREERTERREMESHERRE
T MIRTTER - RIESRRRE S MIFE

AR o

R-_E—=F+=-A=+—H8' ' A5£E82
FEERELEREERELES R AR
DZEMA (ZE—ZF  FREKFE) &
BRAZ-T Bt (ZE—Z=ZF: 8oL
=) o NA R SE RN B A F &R
FHNEBEREART R AR -

23 RESERVES (continued)
(b) The Company (Continued)

The application of the share premium account and the capital
redemption reserve are governed by Section 48B and Section 49H
of the Hong Kong Companies Ordinance respectively. The exchange
reserve comprises the exchange differences arising from the translation
of the financial statements of overseas subsidiaries. The employee
share-based compensation reserve comprises the fair value of share
options granted which are yet to be exercised, as explained in note 1(v).

The aggregate amount of the Company’s reserves available for
distribution to equity shareholders of the Company at December 31,
2013 was $3,311 million (2012: $3,202 million).

Capital management

The Group’s primary objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern, so that it can
continue to provide returns for shareholders and benefits to other
stakeholders, and to secure access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholders’
returns that might be possible with higher levels of borrowings and
the advantages and security afforded by a sound capital position, and
makes adjustments to the capital structure in the light of changes in the
Group’s business portfolio and economic conditions.

The Group monitors its capital structure by reviewing its leveraging ratio
(net debt to equity and debt to equity) and cash flow requirements,
taking into account its future financial obligations and commitments.
Net debt represents bank loans and other borrowings less cash and
deposits with banks. Equity comprises shareholders’ equity and
non-controlling interests.

Net debt to equity ratio and debt to equity ratio as at December 31,
2013 were 0.5% (2012: net cash position) and 26.7% (2012: 24.0%),
respectively. Neither the Company nor any of its subsidiaries are subject
to externally imposed capital requirements.
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24 FERER
RS R EMBRRNAEE (R+=A
=+—R) 2 EHEA KB QR
o N AR A KB 1R o SRIE s 2 B
BACES IRy Fak Eb

25 REKEXER RS

24 NON-CONTROLLING INTERESTS

Non-controlling interests represent the equity interests and the share
of profit or loss attributable to other shareholders in respect of the
subsidiaries not wholly-owned by the Group as at December 31. Details
of movement of non-controlling interests are set out in the consolidated
statement of changes in equity.

25 CASH GENERATED FROM OPERATIONS

LB BEETATHE in HK$ Million 2013 2012
FR7A AT g A Profit before taxation 9,204 10,169
FHEE - Adjustments for:

HEREMZERE Gain on disposal of investment properties (8) (2,148)
RITHLEHA Bank interest income (782) (602)
3 R FIH AR AN S A Interest income from unlisted held-to-maturity investments (11) (19)
JE FHIRERR B A Dividend income from unlisted investments (10) -
B ER Finance costs 398 348
e Depreciation 37 35
HEEMEFEEESIE Loss on disposal of other fixed assets 2 11
BB Z ANEZIE N Increase in fair value of investment properties (2,482) (2,522)
BliEEEE R Share of profits of joint ventures (96) (105)
EERESR Employee share-based payments 164 233
HFEMEZRD Decrease in properties for sale 400 19
FEURBR TN K E At e U Fk 2. (Increase)/Decrease in trade and other receivables (1,608) 221

(gm)/ md

FEN R et & A 2180 Increase in creditors and accrued expenses 683 200
BURS 2 3E Increase in deposits received 176 166
FENRIZMBATZIE R4 Decrease in amounts due to fellow subsidiaries (14) =
RELEEF 2 RE Cash generated from operations 6,053 6,006
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26 JARAE 26 CONTINGENT LIABILITIES

REERZSHABERT ¢ At the end of the reporting period, contingent liabilities were as follows:
~A]
Company
NBEBREITHE in HK$ Million 2013 2012

THI B R R PTER 2 R1T Guarantees given to banks to secure credit facilities
EEMmREZ R drawn by subsidiaries 35,257 29,994

KAmWEGgHB AR ZEEREMEETT The Company has not recognized any deferred income for the
EERHIEGEREMEIZEW A - BiZ  guarantees given in respect of borrowings and other bank facilities for
ZEERBITEEZATEEARSIMET  subsidiaries as their fair value cannot be reliably measured and their

EMEREABET (ZE——F: &) transaction price was $Nil (2012: $Nil).
27 7EE 27 COMMITMENTS
RNEE AN ANEBRERTIREZEANAYE  Atthe end of the reporting period, capital commitments not provided for
wm in the financial statements were as follows:
==
Group
NEEBEBTHE in HK$ Million 2013 2012
B4 Contracted for 5,250 5,527
DR RS Authorized but not contracted for 44,021 29,344
49,271 34,871

FHiEEFZEAEGRAEERTREAMZ  The above commitments include mainly the land costs and construction
B mEREZIEEMESEE Z LKA related costs to be incurred in respect of the Group’s development of its
MFEEEFRREARK AN o investment properties in various cities in mainland China.
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28 EEEF

(a) BIKEF
AEBEEAREERTAE KRS T
8 ZHET2EES—MBIARER
AEE YHELHSEREE  HAE
B xS BEE -

EEXENREEHZEEZERAHE2ETH
SLLER - BB SRR EE M AT
A - ZEENT 2HESRNEBEHKA
REZETE - BRI HRTIBEAGE
BEo /BN  REBEHFRHENKTE
MERXTABREEES ZHHEEBAR
ERERP o AEE A #8212 ft50Rk4
HMR - BF RSB W E N5 E R
R AEBRFRAZHARBER
—F—Easg8rt(ZE—=ZF:=ZF—88
L) MBAREBEOZRERESERER
hBEBT (ZE—=F: —8&T)°

—HEERERAGMEAEEHE ([BED
AEIDERY  WRABIZRBEEE
wo-RBRENEEDFIREBEZEAEHEK
ALERBRZERTIT) 2AD AR
BIMEGR o RNEE 2 1R G 2 BB R
BREEZRPAIIAEBEEEINZR
Bigsm o  AEERFAELD ZBRESHR
EEANEET (ZZ——F A& °

HRAEEZRKREFTE D —REHRRR
SRE & R BV B R AR KT B ([BURRIRET
g BEXENFTERABESHEZKE
BARMER - MEEE R —RIEEE2ER
FRAGTEIHRERETE

RAREFBRAMEEEE 2 HB AR -
Hig 879 BE i BT T & 9% 2 iR KA
FETEl ([FBERKEFIFTE) 2KE - %
EhEAMHEBARIMERECHE—F
- DiEREEZXFeE2EEAASL
m) AR B AR R A8 A 5 & R A E BIR IR
BAES  MPBREHETERATRIEEZS
B A i BT B A B 2 BT BB R BRGR AR
ZEEBZERABHEML - ZERERBH
BRARRAFERNEE cHARBERA=TE
T(ZE—Z—F: Z_THEBT) °
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28 EMPLOYEE BENEFITS

(a) Retirement benefits

The Group operates a defined contribution provident fund scheme for
its employees. The assets of the scheme are held separately from those
of the Group by an independent corporate trustee and managed by
professional fund managers.

Contributions are made by both the employer and the employees at a
certain percentage of employees’ basic salaries, the percentage varying
with their length of service. When an employee leaves the scheme prior
to his or her interest in the Group’s contributions being fully vested,
forfeited contributions are credited to reserves of the fund. Depending
on the level of reserves, the Group may direct the trustee to credit
dividends to members’ accounts out of the reserves of the fund. The
Group’s contributions may be reduced by the forfeited contributions,
but there was no such reduction of the Group’s contributions during the
year. Total contributions made by the Group for the year amounted to
$21 million (2012: $21 million) and forfeited sums credited to reserves
amounted to $9 million (2012: $1 million).

A master trust Mandatory Provident Fund Scheme (the “MPF Scheme”)
is operated by an independent service provider. Mandatory contributions
are made by both the employer and the employees at 5% of the
employees’ monthly relevant income, up to a limit of $25,000. The Group’s
contributions will be fully and immediately vested in the employees’
accounts as their accrued benefits in the scheme. Total MPF contributions
made by the Group for the year amounted to $4 million (2012: $4 million).

As the Group’s provident fund scheme is an MPF Exempted
Occupational Retirement Scheme (the “ORSO Scheme”), eligibility
for membership of the ORSO and MPF schemes is identical. New
employees are offered a one-off option to join either the ORSO or the
MPF scheme.

Staff in the Company’s subsidiaries operating in mainland China are
members of a retirement benefits scheme (the “Mainland RB Scheme”)
operated by the local municipal government in mainland China. The
only obligation of the subsidiaries in mainland China is to contribute
a certain percentage of their payroll to Mainland RB Scheme to fund
the retirement benefits. The local municipal government in mainland
China undertakes to assume the retirement benefits obligations of all
existing and future retired employees of subsidiaries in mainland China.
Total contributions made by subsidiaries in mainland China for the year
amounted to $30 million (2012: $24 million).
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28 EEER =&

(b) BT ERF
ARRR_EE_F+— A=+ HFE
M2 IRDEIRETE ([ZEE - F RN EIRE
H2 ) BER-E——FEmA+N\BEAT
IR B E ([ —=F R H %R
2l BR-ET-FERHEETEGTES
[5FE1]) & F AL L o WA A1) HAHE
AIRE_ZE - FRMPEETEE — TR
i T F RO BB 2GR
FrEEM A mEEEE BRI RIER
BRIEARHEEREIEBSESRETEZ
FERHEESEHEEER  —_ 2 ——F
e BT B B HEMN B BRRET T+ FRA
BEEEBFEEW -

AEEESARTARLRELEER T
Bty Bivg - BB BRRF /RS EE
HHER - ZRAEREHREEBEARRQA]
ZERET R - AR S| AEEERT R ERE
BZAT  BEIREFEEANKE - WAEH
ERAEBZRRBER R ERERE S -

REFE ARRIEER ([EFR)) BE
BRERESRE (BREAEEREAKE
RAZEERES) HEBRMDHE - 1#ERE
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28 EMPLOYEE BENEFITS (Continued)
(b) Equity compensation benefits

The share option scheme adopted by the Company on November 22,
2002 (the “2002 Share Option Scheme”) was terminated upon the
adoption of a new share option scheme on April 18, 2012 (the “2012
Share Option Scheme”, together with the 2002 Share Option Scheme
are referred to as the “Schemes”). No further options shall be offered
under the 2002 Share Option Scheme, but in all other respects the
provisions of the 2002 Share Option Scheme shall remain in full force
and effect and all options granted prior to such termination and not
exercised at the date of termination shall remain valid. The 2012 Share
Option Scheme remains in force for a period of 10 years commencing
on its adoption date and expiring on the tenth anniversary thereof.

The purposes of the Schemes are to enable the Company to grant options
to selected participants as incentives or rewards for their contributions
to the Group, to attract skilled and experienced personnel, to incentivize
them to remain with the Group and to motivate them to strive for the
future development and expansion of the Group by providing them with
the opportunity to acquire equity interests in the Company.

Under the Schemes, the board of directors of the Company (the
“Board”) is authorized to grant options to selected participants, including
employees and directors of any company in the Group, subject to the
terms and conditions such as performance targets as the Board may
specify on a case-by-case basis or generally. The exercise price of the
options is determined by the Board at the time of grant, and shall be
the highest of the nominal value of the shares, the closing price of the
shares at the date of grant and the average closing price of the shares
for the five business days immediately preceding the date of grant. 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.

As at the date of this report, the total number of shares available for
issue under the 2012 Share Option Scheme is 297,224,253 shares,
representing 6.64% of the issued share capital of the Company. The
total number of shares issued and to be issued upon exercise of options
(including both exercised and outstanding) granted to each participant
shall not exceed in any 12-month period 1% of shares of the Company
in issue.
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28 EEER =& 28 EMPLOYEE BENEFITS (continued)
(b) RIFHERER (5 (b) Equity compensation benefits (Continued)
FRID HEIRE 2 g T ¢ The movements of share options during the year are as follows:
(i) ZEE_FRGEEE (i) 2002 Share Option Scheme
fitn BARESL B
Number of share options
RZT—=%F R-B—=%&
—A—H +=A=+-—H 1TEE
AR TEE 28U/ el ARALAT1E A& 17 EA#E 2 1715 R (B%)
Outstanding on B4  Outstanding on Period during Exercised
BHAH January 1, B17E Forfeited/ ~ December 31, which options price
Date granted 2013 Exercised Lapsed 2013 are exercisable (HK$)
—ETNERA=1H 5,430,625 (140,625) - 5,290,000 —TTRFERA-THE 9.20
May 20, 2004 —T-NFERATNB
May 20, 2005 to
May 19, 2014
—EERE+—ATHBEE 4,770,000 (225,000) - 4,545,000 —TZTLEFE+—A+MAZE 16.75-22.55
—ET+F=A+hB —T—tF=A+N\B
November 14, 2006 to November 14, 2007 to
March 19, 2007 March 18, 2017
T2 +FNA=F+—HZE 44,296,000 (1,964,000) (708,000) 41,624,000 T N\FNA=-+—HZE 17.36-27.90
T \F+ZA=1T—H T N\F+=ZA="1H
August 21, 2007 to August 21, 2008 to
December 31, 2008 December 30, 2018
—TEFE-_AN\HZE 13,780,000 - - 13,780,000 —E——F-ANHZE 26.46-27.27
—E-TFXHA—H —E-TEFERA=1—H
February 8, 2010 to February 8, 2012 to
June 1, 2010 May 31, 2020
—T—ZFLA-TNHEZE 38,390,000 - (2,538,000) 35,852,000 —FT——FtA=-t+hHZE 30.79 -36.90
—T—F X A+=H8 —T=—FXA+=H
July 29, 2010 to July 29, 2012 to
June 13, 2011 June 12, 2021
—Z—%+=-A+tH 1,350,000 - (1,350,000) - —T—=F+-AtH= 24.10
December 7, 2011 —E-—ZF+=H,"H

December 7, 2013 to
December 6, 2021

#E Total 108,016,625 (2,329,625) (4,596,000) 101,091,000

LA EARE R A H B ERfE s —3k  All the above options may vest after one/two to five years of the grant
MEREFEE WA REEHBZE+#E  date and are exercisable up to the tenth anniversary of the date of

FEMEBABTE  LERMDEESS grant, after which they will lapse. No options were cancelled during
B o FAIW AR (D BRREMTFESE o the year.
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(i) —EZF-_FRHEEZ (8)
MAREITE 2RO EAESE R E B ME

28 EMPLOYEE BENEFITS (continued)
(b) Equity compensation benefits (Continued)
(i) 2002 Share Option Scheme (Continued)

Movements in the number of share options outstanding and their related

FHTEEZEEIT - weighted average exercise prices are as follows:
2013 2012
nREF (T EE IR
(B%) (%)
Weighted BB Weighted A&7
average A average HRrEEE
exercise price Number of exercise price Number of
(HK$) options (HK$) options
R—A—HEAREITE Outstanding at January 1 24.89 108,016,625 2434 147,823,625
B1T{E Exercised 19.38 (2,329,625) 12.92 (3,796,000)
[ Cancelled - - 23.16 (32,630,000)
SR AL 5 Forfeited/Lapsed 27.20 (4,596,000) 27.61 (3,381,000)
Bn+=-—A=+—H Outstanding at December 31 2491 101,091,000 24.89 108,016,625
B AR TE
R+=—B=+—H Exercisable at December 31 21.41 61,758,200 21.06 40,141,525
Ciikentd

F A ER D HIHE -

FR > ARAEFTRELEEFHMIAIR
BITEROHE RFEREEITE RN
M E R T A B 2 ATA i 71
WHEBR=-TNTT

RERITEZ B HIETEE B 2
BEFHRER =T NTR -

REE R mARWITREZ AP R Nk
FIERGENBARH =F (ZFT——F:
NEE) e

No share options were granted during the year.

No share options were exercised by the directors in the period of their
employment as directors of the Company during the year. The weighted
average closing price of the shares immediately before the dates of
exercise by the employees during the year was $29.00.

The weighted average share price at the dates of exercise for share
options during the year was $29.05.

The weighted average remaining contractual life of options outstanding
at the end of the reporting period was 5.3 years (2012: 6.4 years).
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28 EERA @)
(b) BROBERH &)
(i) =—ZF—ZFRHEHEZ

28 EMPLOYEE BENEFITS (continued)
(b) Equity compensation benefits (Continued)
(ii) 2012 Share Option Scheme

At EiRE S B
Number of share options
R=ZT—=%F R-T—=
—A—H +=A=+—H 1T1RE
MR TEE 284/ e RARAT L fi&tn EAtE 2 1710 Ef (B
Outstanding on BE%  Outstanding on Period during  Exercised
Esgunl =t January 1, B Ekn(s Forfeited/ ~ December 31, which options price
Date granted 2013 Granted Exercised Lapsed 2013 are exercisable (HK$)
—T—=4F — 40,000,000 - (1,380,000) 38,620,000 —F—HF,NAMNEZRE 28.20
NAMA —E-=F,"A=H
June 4, 2013 June 4, 2015 to
June 3, 2023
4% Total — 40,000,000 - (1,380,000) 38,620,000

LA R B R R IR A R R R E
hFEREE YARELBHTRAFER
RITTEE - MR B0 AR &R - AL
ERAD HA R R N o

FARABRMERZHERDL BB ZATKH
BER-_tTtrxtAaRl-

REE B R AT 2 By B 2 hnwE ¥
RSB NP RNHME -

R 2 IR R A R
[N %- BT EEER - EEBR S
B 2 IR R R T A 2 S B RO R
2 DT B E ANl - FRE 2
RTBRNT -

All the above options may vest after two to five years of the grant date
and are exercisable up to the tenth anniversary of the date of grant,
after which they will lapse. No options were cancelled during the year.

The closing price of shares immediately before the date of grant during
the year was $27.75.

The weighted average remaining contractual life of options outstanding
at the end of the reporting period was 9.4 years

The weighted average value per share option granted during the year
estimated at the date of grant using a Black-Scholes pricing model
taking into account the terms and conditions upon which the options
were granted was $8.01. The weighted average assumptions used are
as follows:

FiH B2 RE Share price at grant date $27.50
1TIEE Exercise price $28.20
fE [ fa ) 2 Risk-free interest rate 0.49%
TEERE R ER (4F) Expected life (in years) 6
IR Volatility 0.41
TEHIERAR B Expected dividend per share $0.74
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(b) BOHERFN (&)

(i) —FE——FRHEEZ (8)
REAREDNR BEZEE Y KIE T

REEREBHII—FEFASERE 25Kt
DITEE - BHERKEREBERSM
EFE o BN AEEB RBRRAUYAFEMET
EREARE -

(i) BT EE Z XM HAE - KRIEH T

1VQ) P8 2 N B & 5T B A -

BE_ZT—=F+_HA=+—HBIHF

ERERZBEE LT

(1) BREEE: —FHEE—TET
(ZBE——%: —F/\BE8):

(2) BRRE%EE: = FUERATETT
(CE—F: =FNA_t8mn):

() fZEE&KAE: —THE—TEBTT

(=F——F: —T=a/\+&Bn):
53

4 RBERELE: hBNTER
(=2——F: —TFTRENtED) -

29 MEALIRS

HEZ:E B RREMBOBRELRS
BERAN - FA AREREBREXBB

$£43 RIMATHEEALRS !

() ARFIz—RARMBARISERE LS
ZMEEBEES]  MAQRZHEB
REANEAEREREARARKRE -RZF
—=F+-_H=+—HRE2Z2HEEE

(ZF——%F: —THmAaET) -
(b) EERFEEEREMEENME7R

b) & °

28 EMPLOYEE BENEFITS (Continued)

(b)
(ii)

Equity compensation benefits (Continued)
2012 Share Option Scheme (Continued)

The volatility measured at the standard deviation of expected share price

returns is based on statistical analysis of daily share prices over the one

year immediately preceding the grant date. Expected dividend per share
is based on historical dividend. Changes in the input assumptions could

materially affect the fair value estimate.

(iii)

In respect of share options granted to the directors, the related
charge recognized for the year ended December 31, 2013,
estimated in accordance with the Group’s accounting policy in
note 1(v)(2) was as follows:

(1) Mr. Ronnie C. Chan, $25.1 million (2012: $28.0 million);

(2) Mr. Philip N.L. Chen, $34.5 million (2012: $36.2 million);

(3) Mr. H.C. Ho, $15.1 million (2012: $13.8 million); and

(4) Mr. Nelson W.L. Yuen, $9.8 million (2012: $16.8 million).

29 RELATED PARTY TRANSACTIONS

Except for the transactions and balances already disclosed elsewhere
in the financial statements, the Group entered into the following related

party transactions during the year in its ordinary course of business:

(a)

(b)

A fellow subsidiary of the Company contributed funds as capital
investment to a subsidiary of the Company for the development
of Plaza 66, a property in Shanghai. The amount outstanding was
fully repaid during the year (2012: $14 million).

Emoluments to directors and key management has been disclosed
in notes 7 and 28(b).
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

Exposure to interest rate, liquidity, credit and currency risks arises in
the normal course of the Group’s business. The Group has policies and
practices approved by management as described below in managing
these risks.

(@) Interest rate risk

The Group’s interest rate risk arises primarily from deposits with
banks and borrowings issued at floating rates. Interest rate trend
and movements are closely monitored and, if appropriate, existing
borrowings will be replaced with new bank facilities when favorable
pricing opportunities arise. In addition, the Group established the
Program which provides fixed interest rate facilities to the Group and
assists the Group to manage its interest rate risk.

The interest rates of interest-bearing financial assets and liabilities are
disclosed in notes 15, 16 and 19.

Based on the simulations performed at year end in relation to the
Group’s bank deposits and borrowings, it was estimated that the impact
of a 100 basis-point increase in market interest rates from the rates
applicable at the year end date, with all other variables held constant,
would increase the Group’s profit after taxation and total equity by
approximately $89 million (2012: $142 million).

This analysis is based on a hypothetical situation, as in practice market
interest rates rarely change in isolation, and should not be considered
a projection of likely future profits or losses. The analysis assumes the
following:

— changes in market interest rates affect the interest income and
interest expenses of floating rate financial instruments and bank
borrowings; and

— all other financial assets and liabilities are held constant.
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(b) REBEZRM
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BRAZBASRAZRRBHESRER 54
BREERTHNRS RBITEERE -
NENE2IESHTR - AKREEBTA
RENEEREERESRERDE - A
FRERGERRZHENER -

30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(b) Liquidity risk

The Group manages its surplus cash centrally and the liquidity risk of
the Company and its subsidiaries at the corporate level. The objective
is to ensure that an adequate amount of cash and committed bank
facilities are available to meet all funding requirements. Significant
flexibility is maintained through diverse sources of committed credit
lines to respond to unforeseeable opportunities and events.

ESE]
Group

BRRTRRERE

Contractual undiscounted cash flow

—EMER —ERFA

BRTEE —FR Between Between AFRE

Carrying @Bt Within land?2 2and 5 Over
SR BT E in HK$ Million amount Total 1 year years years 5 years
RITERREMEER Bank loans and

other borrowings

34,979 40,854 2,752 11,907 13,313 12,882

JE {5 BR R N2 EL A FE 5P R Trade and other payables 5,977 5,977 4,382 993 533 69

R-ZZE—=F+="H=+—H At December 31, 2013 40,956 46,831 7,134 12,900 13,846 12,951

BRRITRASRE

Contractual undiscounted cash flow

—EMFA —ERFA

BRTEE —FR Between Between AERE

Carrying “aEt Within 1 and 2 2and 5 Over

LB R BT E in HK$ Million amount Total 1 year years years 5 years
RITERREMER Bank loans and

other borrowings 29,736 35,401 2,020 2,218 20,664 10,499

FERBR X E At FEAST R Trade and other payables 4811 4,812 3,557 736 430 89

RZZF——F+=F=+—H AtDecember 31, 2012 34,547 40,213 5,577 2,954 21,094 10,588
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(c) Credit risk

The Group’s credit risk is primarily attributable to trade receivables and
deposits and bonds held with reputable banks and financial institutions.

It maintains a defined credit policy including stringent credit evaluation
on and payment of a rental deposit from tenants. Proceeds from
property sales are receivable pursuant to the terms of the sale and
purchase agreements. In addition to the payment of rental deposits,
tenants are required to pay monthly rents in respect of leased properties
in advance. Except for sale of properties developed by the Group, it does
not hold any collateral over the receivables. Receivables are regularly
reviewed and closely monitored to minimize any associated credit risk.

The Group does not engage in any derivative transactions. Surplus cash
is placed with reputable banks and financial institutions in accordance
with pre-determined limits based on credit ratings and other factors to
minimize concentration risk.

Except for the financial guarantees given by the Company as set out in
note 26, the Group does not provide any other guarantee which would
expose the Group or the Company to material credit risk.

There are no significant concentrations of credit risk within the Group.
The maximum exposure to credit risk is represented by the carrying

amount of each financial asset in the consolidated statement of financial
position.
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30 FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

(d) Currency risk

Currency risk arises when recognized assets and liabilities are
denominated in a currency other than the functional currency of the
Group’s entities to which they related. The Group maintains certain
bank deposits denominated in United States dollars amounting to
US$40 million (2012: US$143 million) and 10-year bonds amounting to
US$500 million (2012: US$500 million). Given that Hong Kong dollars
are pegged to United States dollars, the resulting currency risk on such
deposits is considered insignificant.

The Group also engaged in property development and investments
in mainland China through its local subsidiaries whose net assets
are exposed to currency risk. In addition, the Group holds Renminbi
deposits and bonds to meet its ongoing payment obligations in relation
to its development projects in mainland China which is denominated in
Renminbi. Where appropriate, the Group seeks to minimize its exposure
to currency risk in mainland China through borrowings denominated in
Renminbi.

Management estimated that a 1% appreciation/depreciation of
Renminbi against Hong Kong dollar would not have a material effect
on the Group’s profit after taxation and the Group’s equity attributable
to shareholders would be increased/decreased by $777 million (2012:
$744 million).

The above analysis has been determined assuming that the change in
foreign exchange rates had occurred at the end of the reporting period
and that all other variables, in particular interest rates, remain constant.

(e) Fair value

The fair values of held-to-maturity instruments, unlisted investments,
trade and other receivables, trade and other payables, cash and
deposits with banks, bank loans and other borrowings are considered
approximate to their carrying amounts at the end of the reporting period.
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31 SIGNIFICANT ACCOUNTING ESTIMATES AND
JUDGMENTS

Key sources of estimation uncertainty

Notes 12(a) and 28(b) contain information about the assumptions and
their risk relating to valuation of investment properties and investment
properties under development, and fair value of share options granted.
Other key sources of estimation uncertainty are as follows:

(a) Properties held for sale

The Group determines the net realizable value of unsold properties
based on estimation of future selling price less costs to be incurred in
relation to the sale, with reference to the prevailing market data and
market survey reports available from independent property valuers.

(b) Impairment of assets

The Group tests regularly whether goodwill and other assets that have
indefinite useful lives have suffered any impairment. Other assets are
reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of the asset exceeds its recoverable
amount. The recoverable amount is determined using fair value
less costs to sell or value-in-use calculations as appropriate. These
calculations require the use of estimates.

(c) Income taxes

There are transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business
and judgment is required in determining the provision for income
taxes. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the year in which such
determination is made.

(d) Recognition of deferred tax assets

The amount of the deferred tax assets included in the consolidated
statement of financial position of the Group is recognized only to the
extent that it is probable that future taxable profits will be available
against which the temporary differences and unused tax losses can
be utilized. The recognition of deferred tax assets requires the Group
to make judgments or based on the assessment of future financial
performance, the amount of future taxable profits and the timing of
when these will be realized.
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32 ULTIMATE HOLDING COMPANY

incorporated in Hong Kong.

The ultimate holding company is Hang Lung Group Limited, a company

33 FUTURE CHANGES IN ACCOUNTING POLICIES

The Group has not early applied the following amendments, new
standards or interpretations which have been issued by the HKICPA
but are not yet effective for the year ended December 31, 2013. The
adoption of the following amendments or standards will not result in

substantial changes to the Group’s accounting policies.

AT B Bz bAT&
Fih 2 St EIRR AR

Effective for accounting periods
beginning on or after

HKAS 32 ({&5T7%)
HKAS 32 (Amended)

HKAS 36 ({31 4%)
HKAS 36 (Amended)

HKAS 39 (f&5T4)
HKAS 39 (Amended)

HKFRS 10 ({&5TA)
HKFRS 12 ({83TA) &
HKAS 27 (&3] 4%)

HKFRS 10 (Amended),
HKFRS 12 (Amended) and
HKAS 27 (Amended)

HKFRS 9
HKFRS 9

SMIA: 2% —KHEMEERSHAE
Financial instruments: Presentation
— Offsetting financial assets and financial liabilities

BERE — FermBEErNESE o HKE
Impairment of assets
— Recoverable amounts disclosure for non-financial assets

SHMTH: BE — TETAZERKEEL haEst
Financial instruments: Disclosures
— Novation of derivatives and continuation of hedge accounting

RE MK
HAb B sk e 1R 5E 12
B HmE [1REERE]
Consolidated financial statements,
Disclosure of interests in other entities and
Separate financial statements “Investment entities”

TRTHE

Financial Instruments

—ET—UEFE—H—H
January 1, 2014

—E—UFE—H—H
January 1, 2014

—ZE—UFE—F—H
January 1, 2014

—ZE—UFE—F—H

January 1, 2014

TR
N/A*

*RAIRN T -AF A - HZEMBHERKEUE -

FTHDEE £ BB FRE o

34 ZERKRRK

EERN-_T—mOF-—A-+=—HAREY

APR TR TS TR -

effective date is to be determined.

* The original effective date of January 1, 2015 is removed and the new mandatory

34 APPROVAL OF FINANCIAL STATEMENTS

Board of Directors on January 23, 2014.

The financial statements were approved and authorized for issue by the
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35 FEHBELT
R—E—=%+_-_HA=+—H

35 PRINCIPAL SUBSIDIARIES
At December 31, 2013

BEITIRA i AV
(%) SBATHE RREIFFE RE e
Issued B Hm B Place of
NG| Share Capital % Held by % Held by ESs Incorporation
Company (HK$) The Group The Company Activity and Operations
Antonis Limited* 10,000 100 100 YRS B
Property leasing Hong Kong
AP City Limited 2 100 - MERE B
Property leasing Hong Kong
AP Joy Limited 2 100 - MERRIEE B
Property development Hong Kong
& leasing
AP Properties Limited MEEREEE B
Property development Hong Kong
& leasing
[A] R 34 100 =
‘A’ shares
[BJ % 6 100 -
‘B’ shares
AP Star Limited* 2 100 - ERIEE B
Investment holding Hong Kong
AP Success Limited 2 100 - MERE BB
Property leasing Hong Kong
AP Universal Limited* 2 100 - MEME BB
Property leasing Hong Kong
AP Win Limited* 1,000,000 100 - MEMEE B
Property leasing Hong Kong
AP World Limited 2 100 100 MR BB
Property development Hong Kong
Bonna Estates Company 1,000,000 100 100 YEME &%
Limited Property leasing Hong Kong
EECEARAT 4,000,000 100 - YEHE BB
Caddo Enterprises, Limited* Property leasing Hong Kong
Cititop Limited 2 100 - MEBRRREE B
Property development Hong Kong
& leasing
BHERAGRAT BRI E B
Country Bond Development Investment holding Hong Kong
Limited
[A]B& 990 79.8 -
‘A’ shares
[B] I 1 100 -
‘B’ share
Dokay Limited* 2 100 - MERE BB
Property leasing Hong Kong
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35 PRINCIPAL SUBSIDIARIES (Continued)

At December 31, 2013

BEITIRA i AV
(%) SBATHE RREIFFE RE e
Issued B Hm B Place of
NG| Share Capital % Held by % Held by ESs Incorporation
Company (HK$) The Group The Company Activity and Operations
TBEEERR AR 2 100 - AR A BB
Easegood Enterprises Limited Investment holding Hong Kong
Fu Yik Company Limited* 3 100 - YERE B
Property leasing Hong Kong
EXARAT 2 100 100 PRI E B
Gala Ruby Limited* Investment holding Hong Kong
Gowily Limited 2 100 - VEHE B
Property leasing Hong Kong
Grand Centre Limited 4 100 - MERE B
Property leasing Hong Kong
Grand Hotel Group Limited 10,200 100 - RERFELERER B
Apartment operating Hong Kong
& management
EEEEEEAR AR BRI A B
Grand Hotel Holdings Limited Investment holding Hong Kong
[A] A& 62,163,123 100 =
‘A’ shares
[B] A& 6,000,000 100 -
‘B’ shares
Hang Chui Company Limited 2 100 - VEWE B
Property leasing Hong Kong
Hang Far Company Limited* 2 100 = RIS & B
Investment holding Hong Kong
BRER AT 200 100 - MEME BE
Hang Fine Company Limited Property leasing Hong Kong
Hang Kwok Company Limited* 10,000 100 - MERE B
Property leasing Hong Kong
18/ (17E) BE A 10,000 100 100 B R BH
Hang Lung (Administration) Management services Hong Kong
Limited
18 (K&E) BRAF 1 100 - PRI A BB
Hang Lung (Dalian) Limited Investment holding Hong Kong
8% OIL#) BRAA 1 100 - ERIEE B
Hang Lung (Jiangsu) Limited Investment holding Hong Kong
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35 FEMBLAT @)
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35 PRINCIPAL SUBSIDIARIES (continued)
At December 31, 2013

BEITIRA i AvA
(B’ 3L iEss NCIlGiES: RE e
Issued B BmADL Place of
NG| Share Capital % Held by % Held by ESs Incorporation
Company (HK$) The Group The Company Activity and Operations
Bf% (&r) BRAA 1 100 - ERIEE B
Hang Lung (Jinan) Limited Investment holding Hong Kong
15/ (28) BRAF 1 100 - BRI A BB
Hang Lung (Kunming) Limited Investment holding Hong Kong
Bf% (RE) BRAA 1 100 - ERIEE B
Hang Lung (Liaoning) Limited Investment holding Hong Kong
BfE (&%) BRAF 2 100 - AR A BB
Hang Lung (Shenyang) Limited Investment holding Hong Kong
Bf% (RE) BRAA 2 100 - R E B
Hang Lung (Tianjin) Limited Investment holding Hong Kong
1B (V) BRAF 1 100 - PERIR A BB
Hang Lung (Wuhan) Limited Investment holding Hong Kong
BiE (#&85) BRAF] 1 100 - B E BE
Hang Lung (Wuxi) Limited Investment holding Hong Kong
Hang Lung Park-In Limited 2 100 - MEME B
Property leasing Hong Kong
BETEREGEAR 10,000 100 100 TEIBEER B
Hang Lung Project Project management Hong Kong
Management Limited*
BREYESIEAR AR * 100,000 100 = MEETRR BE
Hang Lung Property Property management Hong Kong
Management Limited*
BEEREER AT * 2 100 100 MERIE B
Hang Lung Real Estate Agency Property agencies Hong Kong
Limited*
BfEME () BRAA 2 100 100 ERIEE B
HLP (China) Limited Investment holding Hong Kong
HLP Finance Limited" IE 100 100 B ARERRES
US$1 Financial services British Virgin
Islands
BEMENFEEERAT AREELT 100 - 875 BE
HLP Financial Services Limited RMB1 Financial services Hong Kong
HLP Fortune Limited 1 100 100 MEERE B
Property development Hong Kong
BEMEREFRAR] 2 100 100 8175 BB
HLP Treasury Limited Financial services Hong Kong
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35 PRINCIPAL SUBSIDIARIES (continued)
At December 31, 2013

BEITIRA i AV

(%) SBATHE RREIFFE R B

Issued B Hm B Place of

NG| Share Capital % Held by % Held by ESs Incorporation

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

HLP Treasury Services 2 100 - IR E BB

Limited™ Investment holding Hong Kong

Hoi Sang Limited* 2 100 - RIS E B

Investment holding Hong Kong

LEERAR 1,000,002 100 = YRR B

Lockoo Limited* Property development Hong Kong

Magic Modern International 1 100 100 EE B

Limited* Advertising Hong Kong

Mansita Limited* 2 100 - MERE BB

Property leasing Hong Kong

Modalton Limited 2 100 - MERE B

Property leasing Hong Kong

Monafat Limited* 2 100 = YIERE a5

Property leasing Hong Kong

Palex Limited* 2 100 - MERE BB

Property leasing Hong Kong

Pocaliton Limited 2 100 - LEIEN - B

Property leasing Hong Kong

Rago Star Limited 2 100 - MERE BB

Property leasing Hong Kong

Stooket Limited 2 100 100 YEHE BB

Property leasing Hong Kong

Tegraton Limited 2 100 - MERE BB

Property leasing Hong Kong

EMEZERAR 100,000 100 - MEMEE B

Wai Luen Investment Property leasing Hong Kong
Company, Limited*

Yangli Limited* 2 100 - MERE BB

Property leasing Hong Kong
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35 FEMBLAT @)
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35 PRINCIPAL SUBSIDIARIES (Continued)

At December 31, 2013

i AV
SE NEIFTFE o i B
FEAMINE B E D BmEDT ERADL Place of
Wholly Foreign Owned Enterprises &R % Held by % Held by £ Incorporation
in mainland China Registered Capital The Group  The Company Activity and Operations
REEEMEFRAA AR #3,556,877,35570 100 - MR B A3,
Dalian Hang Lung RMB3,556,877,355 Property development ~ Mainland China
Properties Ltd.
EBHREENERFRAR] AE#4,537,321,8007T 100 = VB R A B AT
Kunming Hang Ying RMB4,537,321,800 Property development ~ Mainland China
Properties Ltd.
FEEEENEFRAR] AR #5,382,096,3247T 100 - MEERLEE R (A3
Liaoning Hang Lung RMB5,382,096,324 Property development ~ Mainland China
Properties Ltd. & leasing
WERIEE M ERRA A 385,000,0003 7T 100 - MEZHRELEE R A3
Shandong Hang Lung US$385,000,000 Property development ~ Mainland China
Properties Ltd. & leasing
ESEEMERR AR 349,990,000 7T 100 - MEZRRREBE B3
Shenyang Hang Lung US$349,990,000 Property development ~ Mainland China
Properties Ltd. & leasing
REEBEMERRAA 75#3,820,000,0007T 100 - MR HE A
Tianjin Hang Lung HK$3,820,000,000 Property development ~ Mainland China
Properties Ltd.
G EEMERR AR AR #3,837,746,26170 100 - MEERNEE AR B Ay b,
Wuxi Hang Lung RMB3,837,746,261 Property development ~ Mainland China
Properties Ltd. & leasing
mHEENERRAR 7 #509,000,0007T 100 = MEER AR A3,
Wuxi Hang Ying Properties Ltd. HK$509,000,000 Property development ~ Mainland China
ML EEEERFARAR AKES3,680,000,0007T 100 - MERER R E At
Hubei Hang Lung Property RMB3,680,000,000 Property development ~ Mainland China
Development Co., Ltd.
GaiijpAva
ERIIE=ZN EEFE NGIiES: R S B
FREANMAFINE B (%7T) BmE DL ERA DL Place of
Equity Joint Venture Registered Capital % Held by % Held by ES Incorporation
in mainland China (US$) The Group ~ The Company Activity and Operations
EEERBEERZEERAT 167,004,736 82 - MEHRELEE R (A3
Shanghai Hang Bond Property Property development ~ Mainland China
Development Co., Ltd. & leasing
EEBERMERBEERAT 165,000,000 69.3* - MEHREREE A A
Shanghai Kong Hui Property Property development ~ Mainland China
Development Co., Ltd. & leasing

*

FEEF RN ENER

tEAKBEREMBARERARMESENE ZBHS
#B1n 2 HEas

* Not audited by KPMG
* Operated in Hong Kong

# Represents the Group’s attributable interest in the commercial portion of the properties
held either directly or indirectly by the subsidiary

FRILEERBEANEE 2 E8NNEE
BEAREZTEWMBRA -

The above list gives the principal subsidiaries of the Group which in the
opinion of the directors, principally affect the profit and assets of the Group.
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36 JOINT VENTURES
At December 31, 2013

BEITIRA il AV
(%) SEATRE NCIlEieSE RE e
Issued EmEI BmADL Place of
NG| Share Capital % Held by % Held by Evs Incorporation
Company (HK$) The Group The Company Activity and Operations
BEEBR AR 5,000,000 36.8 - PSR A a5
Country Link Enterprises Investment holding Hong Kong
Limited
BEEERAER AR PERRIR A B
Ease Smart Development Investment holding Hong Kong
Limited
[A] & 1 - -
‘A’ share
[B] & 1 100 -
‘B’ share
ERBERERAR" 3 333 - YFEHE BB
Star Play Development Property leasing Hong Kong

Limited*

* RREBR ST EEMER

* Not audited by KPMG
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Ten-Year Financial Summary

£ o
Jan — Dec Jul - Dec For the year ended June 30
2013 2012 2011 2011 2010 2009 2008 2007 2006 2005
VLR b in HK$ Million (PH&ED)
(BRBHETH) (unless otherwise stated) (Note 1)
mEE Total assets 182,280 167,864 150,663 144,682 116,300 88,614 84,341 69,244 60,366 53,096
AW Investment properties 107,587 98223 93,610 85918 80,965 62,766 59,085 47,1563 39,590 36,032
HEmE Properties for sale
- BEK — Completed 4,033 4,813 5,127 5,058 5055 6923 6,774 9,501 10,159 10,693
- ¥R — Under development 1,622 1,296 987 905 800 760 43 41 - -
& KIRITER Cash and deposits with banks 34,321 36,025 23,732 27,202 11535 8931 10578 6994 5984 3,206
Feb=Ri Total liabilities 51,113 43836 33,645 29,758 18513 13428 15691 13407 16,077 11,841
RITERK Bank loans and
HEE other borrowings 34979 29,736 20,734 16,736 6,458 4661 4419 4,782 8454 4,113
FEEE Floating rate notes - = = - - 1500 1500 1,500 1,500 1,500
BRER Shareholders’ equity 124,534 117928 111,462 109,719 93,105 71,894 66,377 54,277 43,246 40,283
EEFE (B85 Net assets (including
IR ER) non-controlling interests) 131,167 123978 117,018 114,924 97,787 75,186 68650 55837 44,289 41,255
EER Turnover 9,138 7,372 3,069 5164 12,057 4,173 10,080 4,389 3,657 6,955
IR SR A F Net profit attributable to
shareholders 7,212 8,395 2,516 5,792 23561 398 13,159 6,371 4403 6,813
EARHF (Hizr2) Underlying net profit (Note 2) 5,050 6178 1650 2741 6674 238 5123 2048 1627 2516
BE Dividends 3,359 3,313 1,610 3,175 2951 2,736 2,736 2,320 1900 1,843
sRER Per share data
ZF| Earnings
— BER — Basic $1.61 $1.88 $0.56 $1.33 $568 $096 $3.18 $160 $1.19 $1.94
-8 — Diluted $1.61 $1.87 $0.56 $1.31 $5.61 $096 $3.15 $1.58 $1.18 $1.92
HARZF (M5E2) Underlying earnings (Note 2)
N — Basic $1.13 $1.38 $0.37 $0.63 $1.61 $0.58  $1.24  $0.51 $044  $0.72
- — Diluted $1.13 $1.37 $0.37 $0.62 $1.59 $057 $123 $051 $0.44  $0.71
[ &N Dividends
— — Interim 17¢ 17¢ - 17¢ 17¢ 15¢ 15¢ 13¢ 13¢ 13¢
- RH#A — Final 58¢ 57¢ 36¢ 54¢ 54¢ 51¢ 51¢ 43¢ 38¢ 37¢
-2F/H — Total for the year/period 75¢ 74¢ 36¢ 71¢ 71¢ 66¢ 66¢ 56¢ bl¢ 50¢
PR R (FiEE3) Shareholders’ equity (Note 3) $27.8  $263  $249  $245 $224 $173 $160 $131 $116  $109
BEFE (2E Net assets (including non-
JEHEAERS) (M5E3)  controlling interests) (Note 3) $29.3 $27.7  $262 $25.7  $235 $181 $166 $135 $119 $11.2
REIERE Net debt to equity ratio (Note 4) 0.5% 0% 0% 0% 0% 0% 0% 0% 104%  7.5%
Lo (FifaE4)
IRELE= Pay-out ratio 47% 39% 64% 53% 13% 69% 21% 35% 43% 26%
EHARE LR ({5E2) Underlying pay-out ratio (Note 2) 66% 54% 97% 113% 44%  114% 53% 109% 116% 70%
ERITRE Number of shares
(BER) issued (in Million) 4,479 4477 4473 4,472 4159 4146 4,145 4,143 3732 3,683
ek - Notes:
1L RA-ZT—F+—f B2 EAEE 7R F 1. In November 2011, the Board of Directors approved the change of the Group’s financial
EFEHBENA=THEERAT-_A=+—H- year end date from June 30 to December 31. Thus, the Group had a six-month financial
b AEEZHMBEHARA T ——4+tA—BZ period from July 1 to December 31, 2011.

TZA=+—HIERER -

2. RMERAREESBERENER  FA AR
A FERAN KRB L EHE MR ENE RER
PEREMEZ A FERE N EABIREH IR kI
e b2

3 RBNAEE B 2 AR E BT -

A FEBERTERREMEE  FEF
EASE  MBERE RRITER - BEASERRE
MR AR o
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EEBREER

2. To facilitate better understanding of the Group’s operational results, the underlying
net profit, earnings per share and pay-out ratio are presented by excluding the effect
of changes in fair value of investment properties and investment properties under
development and their related deferred tax and non-controlling interests.

3. Based on year end balance divided by number of shares issued at the end of the

reporting period.

4. Net debt represents bank loans and other borrowings, floating rate notes and finance
lease obligations, less cash and deposits with banks. Equity comprises shareholders’
equity and non-controlling interests.
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BRECR (2%5)

BREE gEEs) "

PR P 1k (& FapacsE)

=ER*

EETE ALHBE  CV0 - £LHEE - OBE - AF#+
BE S 2285 - OBE - AT+
BRE&ES

BE menes A Tmwt"
fa]FRpE "

CESS

b EHITEE

Y BUKHITEE

*

DIRECTORS

Ronnie C. Chan (chairman)

S.S. Yin (Vice Chairman)*

Phi|ip N.L. Chen (Managing Director)
Nelson W.L. Yuen®

Ronald J. Arculli éBm, cvo, GBS, 0BE, JP*
H.K. Cheng 6Bs, 0Bk, JP”

Laura L.Y. Chen*

P.W. Liu sBs, JP*

Dominic C.F. Ho*

H.C. Ho

*# Non-Executive Director

* Independent Non-Executive Director

EREEY

BUESY 2525  OBE - AFHMLE (Z/E)
PR&ENE

BiAE wengs  xvwt

Epih

AUDIT COMMITTEE

H.K. Cheng GBS, 0BE, JP (Chairman)
Laura L.Y. Chen

P.W. Liu sBs, Jp

Dominic C.F. Ho

RERFHNEES

BIAE #emnes  xvet (X7)

BT AZHBE - CV0 - 24 EE - OBE - X Fi+
B2 2222  0BE - XA FHL

NOMINATION AND REMUNERATION COMMITTEE

P.W. Liu sBs, JP (Chairman)
Ronald J. Arculli GBwm, cvo, GBS, OBE, JP
H.K. Cheng 6Bs, 0BE, JP

PR 24 45 Laura L.Y. Chen

(EpEi= Dominic C.F. Ho

RERR AUTHORIZED REPRESENTATIVES
BeR e £k Philip N.L. Chen

EZE NN Bella P.L. Chhoa

NEIME COMPANY SECRETARY

TN Bella P.L. Chhoa

TMREE REGISTERED OFFICE

BATREEBT R
BITIRITREZ=+/\&
|E 1 28790111
{EE : 2868 6086

28th Floor, Standard Chartered Bank Building
4 Des Voeux Road Central, Hong Kong

Tel : 28790111

Fax : 2868 6086

HERAU

#34F : http://www.hanglung.com
BE UL : HLProperties@hanglung.com

INTERNET ADDRESS

Website: http://www.hanglung.com
Email address: HLProperties@hanglung.com

M

EHEE R
CES ]

AUDITOR
KPMG

Certified Public Accountants
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Listing Information

M=_Z—=%F+=—H=+—8 At December 31, 2013

4,478,895,6700 F AR EEE ¥ 1.007T

4.478,895,670 shares of HK$1.00 each listed on

EEBBMAR AR AR ET 2k The Stock Exchange of Hong Kong Limited

B 431X 3R STOCK CODE

BRBERZFT Hong Kong Stock Exchange 00101
BB Reuters 0101.HK
FAL] Bloomberg 101HK
BFEEEN (R7) BOARD LOT SIZE (SHARE) 1,000
XEERES AMERICAN DEPOSITARY RECEIPT

F—HRRE (BERS) Sponsored Level-1 (Over the Counter)

BH PGSR/ EER AR CUSIP Number/Ticker Symbol 41043M104/HLPPY
SR T | A S ADR: Underlying Share Ratio 1145

FrEiReT « AABRERIT Depositary Bank: The Bank of New York Mellon
A4t - Website: http://www.adrbnymellon.com
BREBERERTE SHARE REGISTRARS

HERREFELAERAF
BEBHFERRNER—A/NT=%

Computershare Hong Kong Investor Services Limited
17M Floor, Hopewell Centre

AMALTEME 183 Queen’s Road East, Wan Chai, Hong Kong
Bi Tel: 2862 8555
HE : Fax: 2865 0990
REERERB S INVESTOR RELATIONS CONTACT
Eapellp C.F. Kwan
EHE U Email address: ir@hanglung.com
I & #
Share Information
fi%{& Price f%{& Price
50 RKIE MK 533 RIE MK
High Low  Total Trading Volume High Low  Total Trading Volume
ki okio REE (F) B B REE (F)
HKS$ HK$  Number of Shares (000) HK$ HK$  Number of Shares (000)
2013 2012
% —7 First quarter 31.65 28.15 407,183 | %—Z First quarter 30.50 22.15 368,520
% —Z Second quarter 31.00 24.00 457,945 | % —Z Second quarter 29.95 23.80 384,371
2 =2 Third quarter 2835 2390 359,458 | 2 =2 Third quarter 2840  25.05 341,777
%02 Fourth quarter 27.00  23.70 247,180 | ZBPUZ Fourth quarter 31.20 2555 407,667
R-B-—=5+-A=+—-HZRE: 2450 | R=B-—-F+-A=+t—-HZRE: #B#30.80T
Share Price as at December 31, 2013: HK$24.50 | Share Price as at December 31, 2012: HK$30.80
R-B-—=H+-A=t+—HzmE: B#1,097.38% | R=E—-F+ZHA=+—HZmE: 7B¥E1,378.8E T

Market Capitalization as at December 31, 2013: HK$109.73 billion

Market Capitalization as at December 31, 2012: HK$137.88 billion
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