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Corporate Information
RNAEHR

BOARD OF DIRECTORS

Executive Directors

Mr. ZENG Yunshu (Chairman and President)
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Mr. ZENG Yunshu
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COMPANY SECRETARY AND QUALIFIED ACCOUNTANT
Mr. CHU Kin Wang, Peleus (FCPA, FCCA, ACIS)

AUDITORS
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George Town
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Nanhai Avenue

Nanshan District
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PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Suite 6403

64/F, Central Plaza

18 Harbour Road

Wanchai

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE IN THE CAYMAN ISLANDS

Butterfield Fund Services (Cayman) Limited

Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

The Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited

26th Floor

Tesbury Centre

28 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS

In Hong Kong:

The Hongkong and Shanghai Banking Corporation Limited
Bank of China (Hong Kong) Limited

In the PRC:

China Bank of Communications
Agricultural Bank of China

Shenzhen Rural Commercial Bank
Hua Xia Bank

Industrial Bank Co., Ltd.

Shanghai Pudong Development Bank

INVESTOR RELATIONS

For other information relating to the Company, please contact

Corporate Communications Department
website: www.hlkg.net
e-mail: ir@hlkg.net
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Corporate Development
NEIBRER

2002 April: First property development project. Commenced construction for Harbor City
417 : BEYXFRIER - BEEHIHT

May: First move into property leasing business. Acquired 88.95% equity in Hong Long Commercial
2003 57 BRETEYEBEET - WEIEER X E1E88.95% ki

Completed construction for Harbor City

2004 9A : § BRI - USRS

February: Commenced construction for Hong Long Plaza
2R BEESEHT

2005 Malch Acquired 85.71% equity in Yinghua
BB 85.71 i

June. Commenced construction for Hong Long High Technology Industrial Park
68 BIEEBRESHRIEER

April: Acquired further 4.68% equity in Hong Long Commercial
48 : #E—SWBRER X EE 4.68% RiE
\EVR Completed the acqwsmon of 134 shops in Baorun Ornament Materials Mall

2006

December: Grand opening of Hong Long Plaza shopping mall
R PNE S

February: First move into international capital market. Listed on the HK Stock Exchange and raised net proceeds of approximately
RMB466 million (approximately HK$472 million)
28 BREEBBREARTS - EEBH : % 466,000,000 7T ( 497 472,000,000 7T )
March: Acquired the remaining 6.37% equity interest in Hong Long Commerowal and become the indirect wholly-owned subsidiary of
the Company
A WEERERREIERT 6.37% H:
April: Acquired Yifeng Plaza, Shenzhen
A I8
June Acquired 50
¢ E%F R 7

2007

September Flrst fund raising exercise after listing. Issue of Senior Note and raised net proceeds of approximately RMB645 million
(approximately US$86 m\lllon)

98 : LmEBREEED & F 284 AR5 645,000,000 7T (49 86,000,000 %78 )

October: Completed the acquisition of remalnmg 49% equity in Huizhou Yintaida

10 A : sEp =

November: First move beyond Guangdong Acquired 100% interest in Xiang Jiang City, Zhangjiakou, Hebei

118 BEREHER - WETILRRAE uf,ﬁ.t100fs

i

February: Approval obtained for acquiring additional gross floor area (“GFA”) of approximately 5,719 square meters (‘m?”) in Yifeng
Plaza.
IR R S R RS BHI5,719F 7K -

2008 IS e

Marc Entered into agreement for acqwnng 100% \nterest in Z|rui Garden.

¢RI K o

17 230 m2in Yn‘eng Plaza at a consideration of approximately RMB12,100,000.
£12,100,000 T BB & 35 491,230 F 7 18 o
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Business Scope
NENERER

The Company’s corporate and business structure as of 30 June 200846 A30 A » NAGEIR{ 3 R TG4
2008 was as follows: BT

B FE 2 g
HONG LONG

Holdings
Corporate and business structure
TEREBEE
Lehman Brothers Founders ang aectors A A
Holdings Inc. ARARES AR (HAHER AN REE)
| 5.83% 57.06% | 37.11%
Hong Long Holdings Limited
BIEZERERAT
Shenzhen/Dongguan Huizhou Meizhou/Xingning Hebei, Zhangjiakou
¥ VEE =M 4/ 23R SRR O

Projects under development/to be developed (planned GFA about 1,545,604 m?)
ERRSHRER GHEBZEMEN 1,545,604 F 75 3K)

Urban Upstream

Y';’E’gga 77,304 | Landscape Villa, Phase 1 | 186,492 G’iﬁ;‘;ge" 35,649 X'a’% j’I'aé'%c'ty
= STIEGE—H = = -
146,748

. . Urban Upstream p— "
Yinghua Project |57 950 | Landscape Villa, Phase 2 | 386,720 N'“%é;‘%%“gi“%*‘ 100,748

AR TIERE =8

UrbanUpstream Bauhinia Garden

Zirui Garden "
g 153,960 | Landscape Villa, Phase 3 [315,033 = 85,000
RiGfEE T ERE = KHAEE

Projects under negotiation (planned GFA about 1,246,378 m?)
ERHIE R (FHEIREEEE# 1,246,378 F 5 K)

Old City Renovation Danshui Old City Ningjiang City, Phase 2

on Guangchang 69,759 Redevelopment | 425 024 ! P 631,715
North Street PR L BILHIAE =

[ EELH# B sE

Dongguan Qiaotou
Project 119,880

REBERE

Property leasing (total leasable GFA about 88,636 m’)
YA E (ATHHEEAZEMBEL 88,636 F 1K)

Harbor City
5 R 14,959
Hong Long Plaza
B iR 58,513

Baorun Ornament Materials Mall

BT R, 164

BEERERAT —TT/FHHHL 5



Properties Profile
YIEEEHE

LIST OF PROPERTIES MEBE
Property development business EihER R ER
Completed projects B ERIEHR
Interest
Actual GFA (m?) Area Commencement/ attributable
Site area (m?) BREEEAR (FAXK) sold (m?)  completion date to the Group
Project name Place LHER  Residential Shop Office  Others Total  EHEEE H1/ KEE
BER%E b3 (EHK) iz [k} R7E Higo At (EHK) BIRE  FHhER
Harbor City Shenzhen 19,822 61,252 14,959 - 19,366 95,577 75,901 2002/Q2-2003/Q3 100%
BEEH el

Hong Long High Technology

Industrial Park Shenzhen 119,326 - - - 237,939 237,939 237,939 2005/Q2-2006/Q4 100%
BEENRTIXE I
Total
AF 158,980 133,287 79,356 - 293,503 506,146 450,090
Properties under development/to be developed ERREFERYE
Planned Interest
Planned GFA (m?) Saleable commencement/ attributable
Site area (m?) REUBEEAR (FAK) area(m? completion date to the Group
Project name Place LHER  Residential Shop Office  Others Total ~ AHEEE REHT/ A58
HEAR 12 (E5%) g [k 2 4 o At (EH%) RIKE  FGREE
Yifeng Plaza (1st batch) @ Shenzhen N/A 4127 8,859 46,857 10,512 70,355 59,843 2008/Q2-2009/Q2 100%
BYE5 (E8)P 3l TER
Yinghua Project Shenzhen 9,237 48,180 6,980 - 2,790 57,950 55,160 2008/Q4-2009/Q4 85.71%
HEIFA 3l

Urban Upstream Landscape
Villa (Phase 1) Huizhou
pRIESTACAE ) =M

120,580 145,405 7,844 - 33,243 186,492 163,249 2007/Q2-2009/Q2 100%

Urban Upstream Landscape

Villa (Phase 3) Huizhou 77,519 240,870 14,406 - 59,757 315,033 255,276 2009/Q2-2010/Q4 100%

THEE(£35) BN
Ningjiang City Phase 1 Xingning 38,827 90,673 10,075 - - 100,748 100,748  2007/Q3-2009/Q1 100%
BT 6 s
Xiang Jiang City © Zhangjiakou 152,603 166,450 9,661 40,000 4,780 220,891 216,111 2007/Q3-2009/Q4 100%
il RO

Total

At 778,243 1,197,455 104,399 88,563 229330 1,619,747 1,390,417
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Properties Profile
YA SHBE

LIST OF PROPERTIES (CONTINUED) WMEBE (&)
Projects under negotiation BEEHhIEE
Planned Interest
Site Planned GFA (m?) Saleable commencement/ attributable
area (m?) RELRERE (T5K) area(m?) completion date to the Group
Project name Place +i#E® Residential Shop Office  Others® Total AHEER REsT/ rEE
HE BB it (£HXK) fE ik} BFE Hgo A&t (£5%) BRIKE s
Old City Renovation on
Guangchang North Street Shenzhen 10,636 29,759 20,000 - 20,000 69,759 49,759  2009/Q2-2011/Q2 100%
[Bi5ith | s il

100%

Danshui Old City Redevelopment Danshui 53,128
HOK B BuE Hok

340,019 85,005 425,024 425,024  2009/Q1-2012/Q1

Total
Eh 355,171 1,004,224 192,154 - 50,000 1,246,378 1,196,378
Property leasing business MEEEEE
100% owned
by the Group
AEEE
100% Rz
Leaseable
area (m?
Project name Place AT EE
RS it B (FFFK)
Harbor City Shenzhen 3,136
e AT il
Baorun Ornament Materials Mall Shenzhen 7,653
Yy el
Total
B&f 69,302
Property for own use B AW
100% owned
by the Group
AEEG
100% Rz
Useable
area (m?
Project name Place o AEE
RS b B (FFK)
8/F, Hong Long Building Shenzhen 748
ElEAXE81E wI
Notes: BEE
(1) Includes club house and car parking spaces. (1) EBEEGHAEEAL -
(2)  Acquired from external parties. (2 EINEEERTERE -
(3)  Included 74,143 m? sold in 2007 and 2008. (3) BFER 2007 K 2008 FHE 2 74,143 F 5K
H1E °

MEERERAR —FE/Frymes T



Management Discussion and Analysis
BEENWR DN

FINANCIAL AND OPERATIONAL HIGHLIGHTS: HBREERE :

Revenue of the Group in the first half of 2008 was RMB27.1
million, representing a decrease of RMB187.7 million (or
87.4%) over the same period of 2007.

Profit attributable to equity shareholders of the Company
for the first half of 2008 was RMB17.5 million, representing
a decrease of RMB44.0 million (or 71.5%) over the same
period of 2007.

Basic earnings per share for the first half of 2008 was
RMB1.68 cents, representing a decrease of RMB4.25 cents
over the corresponding period of 2007 (or 71.7%).

Strong property portfolio base of the Group (including
properties for own use, for investment, for future
development, under development and lease) calculated
at fair value by independent valuer as at 30 June 2008 is
approximately RMB4.25 billion, out of which RMB1.32 billion
of investment properties have been stated at fair value in the
consolidated balance sheet.

In addition to the existing developments of approximately
1,546,000 m? in GFA, the Group continues to pursuit further
expansion in land reserve and is optimistic about the future
prospect.

2008 F L FAEEMKABARE
27,100,000 7T * #2007 4 B HA R 4 A
R 187,700,000 7T, (BN 87.4%) °

20084 ¥ F AR Al m AR R G A
A& A R #17,500,0007C © #2007
F [ HR > A R # 44,000,000 7T ( &
71.5%) °

2008 F FH¥F ARG FRERZF B
AR#1.681L - L2007 FEREH AR
4. 251l (BN71.7%) °

AEBREHENMEMEESER(BE
BA - REWE  KRRERER - BE
FERMEEYE) - 120084 6 A 30
BB AEMZARBAENAAR
¥a2 5187  Hf - ARMA13.21BTE
WIREME - WAL AR EAGFEEE
BERLIE-

M 48 72 SR TE 8 49 1,546,000 F 75 K A9 IR
BEREBERIN NEEEESSE—F
MR REETERTSTORE 0
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Management Discussion and Analysis

Business Review

The Group is principally engaged in the development of mid-
range residential and commercial properties as well as commercial
properties leasing in the Guangdong Province and Hebei Province,
the PRC.

The Group expanded its business presence in Guangdong,
including Shenzhen, Huizhou, Meizhou and Xingning. The Group
has further expanded beyond Guangdong by acquiring Xiang
Jiang City project in Zhangjiakou of the Hebei Province. The
expansion signifies the Group’s successful launch of the projects
and confidence in second tier cities in the PRC where better living
environment is in a great demand.

For investment properties portfolio, the Group’s leasable GFA
increased to approximately 89,000 m?, out of which, the Group
owned approximately 59,000 m? Hong Long Plaza following its
completion in late 2006. Hong Long Plaza generates recurring
cash flows supplement to the Group’s future investment
plan. Capitalizating on its experience on professional property
management, the Group will continue to seek opportunity in
rendering services to properties developed by other property
parties.

Levering on the capital market platform, the Group has a series
of acquisitions in 2007 and 2008 that increased the existing
properties portfolios up to approximately 1,546,000 m? in GFA.

In April 2007, the Group acquired approximately 70,000 m? in
Yifeng Plaza by a public auction at a consideration of approximately
RMB482 million. Yifeng Plaza is a complex of office, residential
units and retail shops located at the prime location in Luohu district,
Shenzhen. In February 2008, the Group obtained approval to
further acquire area of approximately 5,719 m? at a consideration
of approximately RMB63 million. In June and July 2008, the Group
further acquired approximately 1,230 m? at a consideration of
approximately RMB12.1 million. The Group is carrying out the
renovation works and plans to launch it for pre-sales commencing
from the end of this year.

BERBNWE D

EXBOE

AEEERETEERE MALEREPE
EERAXNENFENAXNENHESR
ﬁ% o

AEEBEATRERNEBRE - BHER
Y~ BN - 1IN R BB o REEEBES
WAL ERFONE TILMIAER MBEREE
RIASL - ZERRBEAREMELEE DN
Y AR ELERGEELERTERE
KT RE 59 -

EREYEMAETTE - BEEIBEESN 2006
FRR I 1% (KA 459,000F 75 K R EE AT
BA)ASERHEE CREERBERNELD
89,000 F 75K - BEESELLEERSR
B ARAKENARRKESBIMTE - BE
AEEHFEXMETENER - NEEK#
BSRHEMHAEBMAZRYETNEER
BHHE -

BREEREATS TG - AKRER 2007 F R
2008 FHETT T — RIIUEE - EMILIRBDY
KA E M EEEEL1,546,000F 77
% o

20074 A - AEBEFRAFRBELDOA
R ¥ 482,000,000 7T K 1% 1B U i 22 FE 35 4Y
70,000 F FKEE - BEEER—EEET
g EEEMLRTERHNGEEET UK
YR PEESHER - R2008F 2 A + &
B HE LA 49 A R 63,000,000 TTHIK(E - 3
— U 4Y5,719F 75 K E & - fE20084F 6 A
B7H - REBE—F LN ARE12,100,000
TUREE#)1,280 F 5 KA & » ANEE IE#TTE)
IR BN AFRMABTES o

MEERERAR —FE/FH4mEs 9




Management Discussion and Analysis
BEENWR DN

Business Review (Continued)

In July 2007, the Group acquired 100% equity interest in a
PRC company, which holds a piece of land in Meizhou, at a
consideration of RMB11 million. The project, named Grace
Garden, consisted of two residential blocks and retail shops of
approximately 35,649 m? in GFA. The Group obtained pre-sales
permit for one block in June 2008 and planned to launch for sales
in the 4th quarter of this year.

In October 2007, the Group commenced operation of a newly
formed wholly-owned subsidiary in Xingning, for a land mark
project, named Ningjiang City. Phase 1 of Ningjiang City mainly
consists of residential and commercial complex of approximately
100,748 m? in GFA. The Group obtained pre-sale permit for
one block in August 2008. The Group planned to complete and
deliver phase 1 of Ningjiang City in 2009. The Group is negotiating
with Xingning Municipal government on phase 2 development
with site area of approximately 243,455 m? and a residential and
commercial complex of approximately 631,715 m? in GFA.

In November 2007, the Group completed the acquisition of an
intermediate holding company, which holds 100% interest in Xiang
Jiang City project in Zhangjiakou of Hebei Province. Xiang Jiang
City, is a residential and commercial complex of approximately
220,891 m? in GFA. Xiang Jiang City is a developing project upon
acquisition by the Group. The Group planned to complete and
deliver the rest of Xiang Jiang City by phases in 2008 and 2009.

Phase 1 of Urban Upstream Landscape Villa in Huizhou is under
development. The Group plans to arrange in-house subscription in
the 4th quarter of 2008, and put on sale in the market from end of
2008 to the 2nd quarter of 2009.

FEERE (&)

#2007 F7 B - AEBE AR 11,000,000
TR EUEE— R B A A 100% M AL -
ZARNENES —E L BEERAE IR
HERETCRAEMREERESMNIER @ &
JREEAEXY 35,649 F /7K « AR ER 2008
6 ACESHA —RATEEFT Al B A&
FEAZEHLTS -

2007410 A » REB R EERR 7 — M3
HRRHWE2EWB AR HFE—HRAEILN
WHEAMIZIER - B IHFWE—HETER
R-EAEREEGEET  BEEEELD
100,748 32K o AN B 20084 8 A £ BUG
Hf—fRATEEFTAI#E o NEE TSI 2009
FIORN T E —H o ANE B IF B T IR
JHRERG S5 — BRMO RIS - HUARTEIE4Y 5 243,455
IR - B AEEEETEL631,715F K
WEEREELEIER o

2007 F 11 A - AEE TR NS — A fEiE
RAT  ZARFANILERRAELEH
THER100% #Ezm - BIAMA—THEEHERY
¥IFEIER - BEEMEIEL220,891F K
REAEBEWER  BIER A —EHEES
IHE o AREEE S5 & ER M 2008 4 K& 20094F
TR E T B E SIS

UREMATILEEE B AR » K
EEF BN 2008 FE 4T ELHRNRRE
WA 2008 FFARE 2009 FF2FE LTS o
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Management Discussion and Analysis

Business Review (Continued)

In 2007, the Group has obtained approval from the Luohu district
government, Shenzhen, for an old city renovation on Guangchang
North Street ([ E351b4 | W EGE) and is currently submitting
an application to the land planning authorities of Shenzhen
Municipality for the proceeding of the project. The Guangchang
North Street project is located at the South of Hongbao Road (4L
E 1), the West of Heping Road (1 #&) and Dongmen Old Street
(3F9221), the North of Shennan Road East (/& m % ) and Shun
Hing Plaza (#3115 # & % £ KE) and the East of Bao 'an Road
South (BZ ). The project site is at the commercial district in
the central area of Luohu District, Shenzhen. The first phase of the
project will occupy a site area of approximately 11,000 m? with GFA
of approximately 70,000 m?.

In October 2007, the Group established a wholly-owned subsidiary
in Danshui of Huizhou, namely Huizhou Xing Wo Property
Development Limited (“Xingwo”). Xingwo is considering the
redevelopment of a site located in the landmark of Danshui. The site
area is approximately 53,000 m? with residential and commercial
complex of approximately 425,000 m? in GFA.

In March 2008, the Group entered into an agreement with an
independent third party for acquiring the 100% equity interest in
Shenzhen City Zirui Real Estate Development Company Limited
(“Shenzhen Zirui”) by phases in 2008. Shenzhen Zirui is a company
which holds the Zirui Garden in Buji County, Shenzhen. Zirui
Garden mainly consists of high class villa with GFA of approximately
153,960 m?. The Group planned to complete and deliver the
project by phases in 2009 and 2010.

In March 2008, the Group established a 90% owned subsidiary in
Dongguan. The Group is considering a residential and commercial
complex of approximately 119,880 m? in GFA. The Group planned
to complete and deliver the project by phases in 2009 and 2011.

BERBNWE D

R EE (&)

2007 F - A BRI = BUT 3
HEET BB E ] EWECEEE BIER
YT HIR B BIRRZ A FEAEITHZIBE © &
S HTEB AR BB LAR - FF R KR
EHUT - AERERRYEEES T X
EUAL B R E LR B DA o T B bR R
JEPEPOMFEHEER - THE &8
EfERE4 /511,000 F F K - BREL@MEN S
70,000 F 752K o

2007 10 A - ANEEREMAIKK S —H
HAEEMNIEAEHERZEFRAR ([EKX])
WEEWB AR - BERIEEEENHE—E
R R KHAZ R ) Hb AR o AR FE 47 53,000
TR - BB EEE B 425,000 5K
WEEREEGEET o

R2008463 A  REEE— BT FE=5]
ez - P 2008 F 2 & R Wi R I T S I B 4
EREARAE ([FYIKE])100% I8 A
@ o ARG A—ERFBER RN EEHK R
TEEMNAR - KIBtEEEREaRAIE
BIZEFIEL153,960F 5K - AEEFED
F& B2 72 2009 FF 2 2010 F £k M R M B I 1E
E °

R2008463 A - REERRZX Y —H#EAR
Q0% E=MBATE - REBIFEZR —THERE
AAEL119,880F H AKMEEREEIFREE
B o REEFEIR2009F M 2011 FO T
RN BHIER -

MEERERAR —FEFrgms 11




Management Discussion and Analysis
BEENWR DN

Market Review

In the first half of 2008, the Chinese economy maintained rapid
growth. According to the National Bureau of Statistics of China,
gross national product for the first half of 2008 was RMB13.0619
trillion, a 10.4% growth over the corresponding period last year.
Furthermore, total retail sales of consumer goods amounted to
RMB5.1043 trillion, a 21.4% growth over the corresponding period
last year, whereas growth in residential sales was 24.0%. Urban
and rural residents’ income continued to grow rapidly and average
per capita disposable income amounted to RMB8,065, a 14.4%
growth over the corresponding period last year. Further, property
investment for the first half of the year amounted to RMB1.5049
trillion, a 35.1% growth over the corresponding period last year,
and 10.9% faster than the corresponding period last year. Such
growths demonstrate that urban and rural disposable income have
a positive influence to the property market.

The property markets in various provinces recorded stable growth
in the first half of 2008. As shown by the data issued by the Bureau
of Statistics of Guangdong Province, for the first half of the year, the
average selling price for commodity housing (including residential
properties, offices and shops) in provinces was RMB5,887/m?, an
increase of 18.1% over the corresponding period last year, whereas
the average selling price in Guangzhou was RMB7,743/m?, a growth
of 25.8%; in Shenzhen, the average selling price of residential
housing was even as high as RMB13,178/m?, an increase of 42.1%.
As shown by the research report data concerning property market of
Huizhou in the first half of 2008, average selling price for residential
housing in Huizhou increased from RMB4,356/m? to RMB4,667/m?
in the first half of 2008, an increase of 7.1% over the corresponding
period last year. As shown by the research report data concerning
property market of Meizhou in the first half of 2008, average selling
price for residential housing in Meizhou increased from RMB2,200/
m? to RMB4,000/m? in the first half of 2008, an increase of 81.8%
over the corresponding period last year. As shown by the research
report data concerning property market of Xingning in the first half
of 2008, average selling price for residential housing in Xingning
increased from RMB1,550/m? to RMB2,500/m? in the first half of
2008, an increase of 61.3% over the corresponding period last year.
As shown by the research report data concerning property market
of Zhangjiakou in the first half of 2008, average selling price for
residential housing in Zhangjiakou increased from RMB2,410/m? to
RMB3,800/m? in the first half of 2008, an increase of 57.7% over the
corresponding period last year.

™% B B

PR ER2008F LEFREFESEEE -
RIEFBIBER G RERFER + 2008 F L3
FHREEREEZAREK130,6191ET ' [
LR 10.4% © IO HHER T EEE
AR¥ES1,043 18T * ALK 21.4% + E
BRI RE24.0% - M B E R
ARBERBIER - A RRBAZEARE

8,0657C * A LLIER14.4% © b oh - L5
FHEREEARE 15049187 - AHER

35.1% * thEFRENR10.9% - HZFE R
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Management Discussion and Analysis

Market Outlook

In the first half of 2008, the PRC government introduced macro-
economic control measures in response to the concern over
the extent of the increase in inflation and the overheating of
economic growth. During the period under review, the relevant
PRC government authorities started to adopt tight monetary
policies and prudent financial policies. The People’s Bank of China
required that the total incremental credit of financial institutions
in 2008 should not exceed the actual incremental credit in 2007,
and raised the reserve ratio against Renminbi deposits of deposit-
taking financial institutions for 5 times to alleviate the inflationary
pressure and lower the market liquidity. Despite a decline in May
and June, the consumer price index was still hovering at high level.
The inflationary pressure lingers. The national economy grew at
a slower rate in the 2™ quarter of 2008 and the macro-economic
control measures have taken certain effects. The PRC government
adjusted its focus of macro control to “maintaining stable and
rapid economic growth and controlling the excessive price rises”.
On specific regulatory measures, it is expected that the PRC
government authorities will on one hand maintain the stability and
consistency of its policies and on the other hand strengthen the
flexibility of austerity measures, while tuning fiscal and monetary
policies in due course to secure the macro-economic goals.

With regard to the property industry, relevant PRC government
authorities issued the Notice on Promotion of Economical and
Intensive Land Use (Guo Fa [2008] No. 3) during the period
under review, which introduces the most stringent land policy
into practice and promotes the economical and intensive use of
land. In the meantime, loans for the property development were
strictly controlled under tight monetary policies. The Group is
of the opinion that these policies and measures are addressing
macro-economic goal instead of the property industry. The Group
expects that the implementation of existing policies and measures
issued by the central government will become the major tool in the
foreseeable future. The conditions for property industry will remain
stable essentially, which is favorable for the sustainable, stable and
standardised development of the property industry.

BERBNWE D
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Management Discussion and Analysis
BEENWR DN

Market Outlook (Continued)

Looking ahead, despite the complicated global and domestic
economic environment, China’s property market, being one of the
core sectors of the country, has great development potential in the
long run, bolstered by stable growth of China’s economy and faster
pace of urbanization. The Group will monitor closely the market
development and apply sales strategies flexibly depending on
different cities, regions, as well as the development stages, natures
and characteristics of different projects, in an attempt to achieve
better sales performance. It will also strengthen its supervision
on cost and implement cost control measures, so as to maintain
a stable profit margin. Additionally, the Group will proactively
seek more financing channels. It will further enhance its strategic
management capability to capture the current macroeconomic and
industry development trend and seize development opportunities
in market consolidation. Leveraging on its clear development
strategies, extensive market experience, sufficient land bank and
professional management team, we are confident in maintaining its
unique competitive edges. The Group is committed to achieving
promising returns for its shareholders and becoming the most
valuable integrated property operator in China.

miERE ()
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Management Discussion and Analysis

Financial review

Turnover: Turnover comprises of sales proceeds of properties
delivered and property leasing income. There was substantial drop
in revenue, since in the first half of year 2008 we only delivered
approximately 508 m? residential units in Xiang Jiang City, while in
2007 we delivered approximately 3,743 m? of retail shops in Hong
Long Plaza where the average selling prices of retail shops are
much higher than that of residential units. The substantial decrease
in profits was mainly due to the decrease in revenue.

Other revenue: the increment was mainly due to the increase in
interest income.

Other net loss: the increment was mainly due to the increase of
exchange loss arising from the translation of time deposits, pledged
deposits and trade and other receivables denominated in foreign
currencies to RMB and the realised and unrealised loss on trading
securities.

Selling and distribution expenses: the decrement was mainly due to
the decrease in advertisement and promotional expenses incurred
during the period.

General and administrative expenses: the decrement was mainly
due to the decrease in equity-settled share-based payments in
respect of share options granted to staff under the share option
schemes.

Other operating expenses: the increment was mainly due to
increase in equity-settled share-based payments in respect of
share options granted to consultants under the share option
schemes.

Segment analysis

While principally engaged in the development of mid-range
residential and commercial properties in the PRC, the Group
expects stronger recurring cash flow from commercial properties
leasing in the future. In the first half of year 2008, property
development income and property leasing income accounted for
approximately 4.8% and 95.2% respectively.
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Management Discussion and Analysis
BEENWR DN

Liquidity, Financial Resources and Gearing

Cash and cash equivalents and pledged deposits as at 30 June
2008 amounted to approximately RMB220.1 million (31 December
2007: RMB573.5 million) which including RMB58.0 million,
USD18.5 million, GBP 3.6 million and HKD23.9 million.

The Group had total borrowings of approximately RMB1,230.1
million as at 30 June 2008 (31 December 2007: RMB1,175.4
million). As at 30 June 2008, approximately RMB227.2 million was
repayable within one year, approximately RMB723.4 million was
repayable within one to five years inclusive, and approximately
RMB279.5 million was repayable after five years. All of the Group’s
borrowings carried interest at floating interest rates. The Group’s
total bank loans and interest-bearing borrowings divided by total
assets as at 30 June 2008 was 32.2% (31 December 2007:
33.3%).

As at 30 June 2008, the Group had current assets of approximately
RMB2,467.0 million (31 December 2007: RMB2,250.1 million) and
current liabilities of approximately RMB996.2 million (31 December
2007: RMB822.1 million).

Charge on Assets
As at 30 June 2008, bank loans of approximately RMB622.5 million
were secured by certain bank deposits and investment properties
of the Group of approximately RMB138.6 million and RMB1,203.0
million respectively.

Senior Note

For the details of Senior Note, please refer to note 12 of the notes
to the unaudited interim financial report.
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Management Discussion and Analysis

Exposure to Fluctuations in Exchange Rates and Related
Hedges

The Group’s monetary assets, loans and transactions are
principally denominated in Renminbi. All of the Group’s borrowings
are denominated in Renminbi. Except for the Swap Agreement
entered into between the Company and a financial institution as
disclosed in note 12 of the notes to the unaudited interim financial
report, the Group did not engage in any derivative activities and did
not commit to any financial instruments to hedge its balance sheet
exposure as at 30 June 2008.

Contingent Liabilities

Save for the guarantees given to banks for mortgage facilities
(at a maximum of RMB370 million) granted to purchasers of the
Group’s properties, as details disclosed in note 16 of the notes to
the unaudited interim financial report, the Group had no material
contingent liabilities as at 30 June 2008.

Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and
funding policies, with a focus on risk management and transactions
that are directly related to the underlying business of the Group.

Employees

As at 30 June 2008, the Group had a staff force of approximately
304 employees. Of this, most were stationed in the PRC. The
remuneration of employees was in line with the market trend and
commensurable to the level of pay in the industry. Remuneration of
the Group’s employees includes basic salaries, bonuses and long-
term incentives (such as pre-IPO Share Options and Share Option
Scheme). Total staff costs incurred for the six months ended 30
June 2008 was approximately RMB6.2 million.

Interim Dividend
The Board of Directors (“Board”) does not recommend the

payment of an interim dividend for the six months ended 30 June
2008 (2007: Nil).
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Independent Review Report
BYERHE

eprac

INDEPENDENT REVIEW REPORT TO THE BOARD OF
DIRECTORS OF HONG LONG HOLDINGS LIMITED

Introduction

We have reviewed the interim financial report set out on pages 20
to 45 which comprise the consolidated balance sheet of Hong Long
Holdings Limited as of 30 June 2008 and the related consolidated
income statement, and consolidated statement of changes in equity
and condensed consolidated cash flow statement for the six-month
period then ended and explanatory notes.

The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim financial
report to be in compliance with the relevant provisions thereof,
and to be in compliance with Hong Kong Accounting Standard
34 “Interim financial reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants. The directors are
responsible for the preparation and presentation of the interim
financial report in accordance with HKAS 34.

Our responsibility is to form a conclusion, based on our review, on
the interim financial report and to report our conclusion solely to you,
as a body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of interim financial
information performed by the independent auditor of the entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of the interim financial report consists of making enquiries,
primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted
in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly we do not express an audit opinion.
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Conclusion

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial report as at 30 June 2008 is
not prepared, in all material respects, in accordance with HKAS 34.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

26 September 2008

Independent Review Report
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Consolidated Income Statement (Unaudited)
mEeEBERR (REER)

For the six months ended 30 June 2008 &% 20084 6 A 30 H 1L/~ A
(Expressed in Renminbi Thousand Yuan) (MAARBFITHIR)

Six months
ended 30 June
BZ6H30H
IEREA
2008 2007
Note RMB’000 RMB’000
LiEss AR¥TRT ARETT

Turnover EER 2 27,059 214,796
Cost of sales SHE R (9,173) (24,724)
Gross profit EX 17,886 190,072
Net increase in fair value of HEMERNRRER

investment properties HANFEE 62,508 90,415
Other revenue EuA 3 20,710 17,242
Other net loss HAb a5 4 (20,641) (2,796)
Selling and distribution expenses HERDIHER (1,881) (5,808)
General and administrative expenses — & M1 T E (13,357) (25,974)
Other operating expenses B8R (12,077) (3,830)
Profit from operations REER 53,148 259,321
Net change in fair value of derivative #T4E£ B T AN AR ER

financial instruments BE)FEE 39,070 (49,544)
Finance costs B KA 5 (42,906) (29,605)
Profit before taxation FR%i AR R 5 49,312 180,172
Income tax FriS 75 6 (31,894) (118,779)
Profit for the period A HA SR 17,418 61,393
Attributable to: BUR AL FEAE
Equity shareholders of the Company ZNA Bl zS A% 5= 17,509 61,459
Minority interests DER R (91) (66)
Profit for the period ZREABE SR 17,418 61,393
Dividends per share BRARE 7 Nil Nil
Earnings per share (RMB cents) HRREF (AREEL) 8

- Basic — HA 1.68 5.93

— Diluted — s 1.66 5.86

o

The notes on pages 25 to 45 form part of this interim financial F25 B % 45 BB AT BB AR s/ —
=i

report. PN
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Consolidated Balance Sheet (Unaudited)

REEERER (REFR)

At 30 June 2008 #2008 F 6 A 30 H

(Expressed in Renminbi Thousand Yuan) (MAAREFIT5)7R)

At At

30 June 31 December

2008 2007

M2008%F 2007 F

6 A30H 12 H31H

Note RMB’000 RMB’000

FEE ARBTRT ARETRT

Non-current assets
Property, plant and equipment
Investment properties
Deferred tax assets

Current assets

Inventories

Trade and other receivables
Prepaid land costs

Trading securities

Pledged deposits

Cash and cash equivalents

Current liabilities

Bank loans

Trade and other payables,
and accruals

Receipts in advance

Rental and other deposits

Taxation payable

Net current assets

Total assets less
current liabilities

Non-current liabilities
Interest-bearing borrowings
Deferred tax liabilities

Net assets

The notes on pages 25 to 45 form part of this interim financial

report.

FRBEE

ME - BERRE
8=
EIETIRE B

REBEE

FE

TR AT B R % LA PR M R
FE L AR
BEEES

R EEED N

Re kR eEHED

RBAE

RITER

FEMTBRSR  EARREA R
BRREM

FEYRR
MEFEMIES
FENTHIR

REBEEFE

BEERERABAE

FRBEE
AHREE
EEFIRRE

BERE

10,405 9,772

9 1,319,994 1,257,486
18,225 14,744

1,348,624 1,282,002

1,446,301 932,860

10 577,752 519,306
220,136 220,620

2,636 3,733

147,083 176,433

11 73,053 397,101
2,466,961 2,250,053

227,239 219,019

13 452,583 314,578
69,922 34,652

11,099 10,944

235,358 242,886

996,201 822,079

1,470,760 1,427,974
2,819,384 2,709,976

12 1,002,842 956,386
147,889 113,864

1,150,731 1,070,250
1,668,653 1,639,726

25 B ZE 45 A B A HE s dEm —
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Consolidated Balance Sheet (Unaudited)
mEEERER(CREER)

At 30 June 2008 720084 6 A 30 H
(Expressed in Renminbi Thousand Yuan) (LAAREFILIIR)

At At
30 June 31 December
2008 2007

720085F R 2007 &
6H30H 128318
Note RMB’000  RMB’000
BisE ARMTT ARETT

Equity R
Share capital & s 14 10,296 10,296
Reserves i 1,645,180 1,617,162
Total equity attributable to ARQE)ERER

equity shareholders of FE(LRER 4 %R

the Company 1,655,476 1,627,458
Minority interests DY RER 13,177 12,268
Total equity s 1,668,653 1,639,726

Approved and authorised for issue by the board of directors on 200859 H26 HEE =Sl AR T o
26 September 2008.

The notes on pages 25 to 45 form part of this interim financial 25 5 E 45 M EB AT BB SR Ea—
report. & o
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Consolidated Statement of Changes in Equity (Unaudited)
mEERB R REEXR)

For the six months ended 30 June 2008 #;% 2008 4 6 A 30 H 1L/~ {E A
(Expressed in Renminbi Thousand Yuan) (A AR FIT5)7R)

Statutory Minority
Share Share Merger reserve Capital  Retained interests Total
capital  premium  reserve fund reserve profits Total  JERR equity

R&  ROEE AHRE EEREE  EARE  REERR act B ERAE
RMB'OCO  RMB'O0O  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETE ARETT ARMTR ARETR ARETR ARETE ARETT ARMTT ARETR

At 1 January 2007 120071 R1R 80 - 24,979 34,122 - 762,151 821,332 23,091 844,423
Proft for the period AEREA - - - - - G459 61459 06 6139
Transfer to statutory EREETRES

reserve fund - - - 7,232 - (7,282) - - -
Avising from AERELE

reorganisation 752 - (752) - - - - - -
Capitalisation issue BXILET 5,941 (5.941) - - - - - - -

Shares issued pursuant  REEZIREE RE
to the global offering R RETEM
and upon the Bk
exercise of the over- MERRHEITHA
allotment option, net

of share issuing costs 2,832 462,767 - - - - 465,599 - 465,599
Conversion of ERTARZRE

convertible note 653 116,971 - - - - 117,624 - 117,624
Equity-settled IR AEE

share-based ERORR

payments - - - - 17,869 - 17,869 - 17,869
Acquisition WEE—ANE AR

of addtional BMER

interest in a

subsidiary . . . . - 435 85 (1119 (680)
At 30 June 2007 1220076 A 30 B 10,258 578,797 24,221 41,354 17,869 816,813 1,484,318 21,910 1,506,228
At 1 January 2008 1200851 A 1R 10,296 579,466 24,221 42,488 41,331 929,650 1,627,458 12,268 1,639,726
Proft for the period AR - - - - - 7509 17509 o 17418
Transfer to statutory EREETRES

reserve fund - - - 1,414 - (1,414) - - -
Equity-settled IR AEE

share-based ERORT

payments - - - - 10,509 - 10,509 - 10,509
Establishment of iaaleilana

a subsidiary LA

in the PRC - - - - - - - 1,000 1,000
Share options forfeited 2RI E - - - - (3,097) 3,097 - - -
At 30 June 2008 120086 A 30 A 10,296 579,466 24,221 43,902 48,743 948,842 1,655,476 13,177 1,668,653
The notes on pages 25 to 45 form part of this interim financial F25 B & 45 BB AT BB R s/ —
report. TS o

BEERERAR —TT/FhHFE 23



Condensed Consolidated Cash Flow Statement (Unaudited)
HRGZEEERER (REEK)

For the six months ended 30 June 2008 &% 20084 6 A 30 H 17~ A

(Expressed in Renminbi Thousand Yuan)

(AARBETTIIR)

Six months
ended 30 June
BZ6H30H
1EREA
2008 2007
RMB’000 RMB’000
ARBFT ARETFT
Cash used in operations ZEFANE T (254,670) (478,555)
PRC income tax paid AR B AES (8,878) (27,508)
Net cash used in operating s TRENE) A
activities #I3R & 558 (263,548) (506,063)
Net cash used in investing WEREEARIREFEE
activities (77,913) (441,385)
Net cash generated from BB REIEERNIR S FE
financing activities 22,183 959,296
Net (decrease)/increase in cash RERAEEEY
and cash equivalents B R d),/#hnsF 58 (319,278) 11,848
Cash and cash equivalents K1 A1BERRE R
at 1 January ReEEY 397,101 31,540
Effect of foreign exchange INESTE R FER R
rates changes (4,770) 3,108
Cash and cash equivalents K6 A30HAEE &
at 30 June BEEEY 73,053 46,496

The notes on pages 25 to 45 form part of this interim financial

report.

#5 -
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Notes to the Unaudited Interim Financial Report
REBEZPHAM & =

(Expressed in Renminbi Yuan unless otherwise indicated)

1 ORGANISATION AND BASIS OF PREPARATION

(a)

(b)

The Company and the principal place of business

Hong Long Holdings Limited (the “Company”) is a
company incorporated and domiciled in the Cayman
Islands. Its principal place of business is at 8/F., Hong
Long Building, Nanhai Avenue, Nanshan District,
Shenzhen, 518067, the People’s Republic of China (the
“PRC”) and has its registered office at Cricket Square,
Hutchins Drive, PO Box 2681, George Town, Grand
Cayman KY1-1111, the Cayman Islands.

Basis of preparation

Pursuant to a reorganisation of the Company and its
subsidiaries (collectively referred to as the “Group”)
which was completed on 31 January 2007 to
rationalise the Group’s structure in preparation for the
public listing of the Company’s shares on the Main
Board of the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), the Company became the
holding company of the subsidiaries comprising the
Group. The shares of the Company were listed on the
Stock Exchange on 22 February 2007. Details of the
reorganisation are set out in the prospectus dated 8
February 2007 issued by the Company.

This interim financial report for the six months ended 30
June 2008 has been prepared in accordance with the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange,
including compliance with Hong Kong Accounting
Standard 34 “Interim financial reporting” (“HKAS
34”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). It was authorised for
issuance on 26 September 2008.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the preparation of the Company’s 2007
annual financial statements.
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1. ABREREXE

(a)

(b)
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Notes to the Unaudited Interim Financial Report
RS TP H B IS R Y

(Expressed in Renminbi Yuan unless otherwise indicated)

1 ORGANISATION AND BASIS OF PREPARATION
(CONTINUED)

(b)

Basis of preparation (continued)

The preparation of an interim financial report in
conformity with HKAS 34 requires management to
make judgements, estimates and assumptions that
affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a
year-to-date basis. Actual results may differ from these
estimates.

This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position
and performance of the Group since the 2007 annual
financial statements. The condensed consolidated
financial statements and notes thereon do not include
all of the information required for full set of financial
statements prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by
the HKICPA.

The interim financial report is unaudited, but has been
reviewed by the Company’s audit committee and by
the Company’s auditor, KPMG in accordance with
Hong Kong Standard on Review Engagements 2410
Review of Interim Financial Information performed by
the Independent Auditor of the Entity, issued by the
HKICPA. KPMG'’s independent review report to the
Board is included on page 18.

The financial information relating to the financial year
ended 31 December 2007 that is included in the
interim financial report as being previously reported
information does not constitute the Company’s statutory
financial statements for that financial year but is derived
from those financial statements. Statutory financial
statements for the year ended 31 December 2007 are
available from the Company’s registered office. The
auditors have expressed an unqualified opinion on those
financial statements in their report dated 18 April 2008.
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Notes to the Unaudited Interim Financial Report
REEL P HAB & M=

SEGMENT REPORTING

Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format
because this is more relevant to the Group’s internal financial
reporting. No segment information is presented in respect of
the Group’s geographical segments as the Group’s principal

(Expressed in Renminbi Yuan unless otherwise indicated)

2. o3F

activities are largely carried out in the PRC.

Business segments

The Group comprises the following main business segments:

— Property development

— Property leasing

(=B - UARKEITIIR)

PR &

DEERRARENEE LIRS B2
5l o ARRF D BB E R AN SR B KA &P
B HREER A - AUEBSHEH
WERSEBRELN - ERAKENE
BEBRZRTEEE - #E27K
SELER D FBRE R o

E 3 P!

development and sale
of properties
leasing of investment
properties and sub-leased
properties and provision of
related management service
Property
development
LIE 35K
RMB’000
ARBT T

—MEFRE

—HEEE

AEER NI ERERHDFFAMN :

P MIHEYR

HEREMER
BHEYE - AR
R ARRE B IR AR

Property
leasing Consolidated
MEEE Py
RMB’000 RMB’000
AR%T T AR%T T

(Six months ended 30 June 2008)

(BiZ 20086 A30HIEEA)

Revenue from
external customers

Segment results

Net increase in fair value of
investment properties

Unallocated operating
income and expenses

Profit from operations

Net change in fair value of
derivative financial
instruments

Finance costs

Profit before taxation
Income tax

Profit for the period

Amortisation and
depreciation

INRZEF A

1,291 25,768 27,059
DEEE (885) 15,642 14,757
HEMENRRE

A1 N0HEE - 62,508 62,508
REEDFBH L&

WA KX (24,117)
ey 53,148
PTESBT AR

NAENEE)EE

39,070
BB A (42,906)
FR A& A 49,312
FriS#i (31,894)
NERE R A 17,418
B NITE
1,059 188
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(Expressed in Renminbi Yuan unless otherwise indicated)

2 SEGMENT REPORTING (CONTINUED)

Business segments (continued)

(B =B PTEIN » UARETIIR)

2. kRS ()

E3 S E )
Property Property
development leasing Consolidated
ESEk MG Sy
RMB' 000 RMB’000 RMB’000
ARETTT ARETFT ARETTT

(Six months ended 30 June 2007)
(BZE2007F6 A30ALEAEA)

Revenue from INRZEF WA
external customers 191,262 23,5634 214,796
Segment results DEBFELE 170,439 8,314 178,753
Net increase in fair value of ~ REWEN R REH
investment properties AN RE - 90,415 90,415
Unallocated operating REED FERY AL
income and expenses WA KRR (9,847)
Profit from operations Syl 259,321
Net change in fair value of ~ $TAESEI T AR
derivative financial NAEREE)FE
instruments (49,544)
Finance costs BB RS (29,605)
Profit before taxation B Aa A 180,172
Income tax FRfS i (118,779
Profit for the period 7N HA D A 61,393
Amortisation and BN ITE
depreciation 1,398 208
3 OTHER REVENUE 3. Haug A
Six months ended 30 June
EHZ6H30HEREA
2008 2007
RMB’000 RMB’000
ARETT ARETT
Interest income FLEHA 20,370 17,176
Others HAth 340 66
20,710 17,242
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(Expressed in Renminbi Yuan unless otherwise indicated) (& RA& FiE5 » AARETIIR)

4 OTHER NET LOSS 4 HisEiEFHE

Six months ended 30 June
BZ6 H30HILAEA
2008 2007
RMB’000 RMB’000
ARBTT AR¥ETT

Net exchange losses bE 5 E518 558 17,098 2,796
Loss on disposal of property, &Y - BFE M&E 2 EE
plant and equipment 67 -
Net realised and unrealised B BE#FHHE S H R AR EIEFE
loss on trading securities 3,476 -
20,641 2,796

5 PROFIT BEFORE TAXATION 5. BRBIATEF

Profit before taxation is arrived at after charging/(crediting):

BB RS R (GEA) -

Six months ended 30 June

EZ6 H30HIEAEA
2008 2007
RMB’000 RMB’000
AREBTT ARETT
Interest on borrowings BEHNE 63,527 34,581
Less: interest expense B FBEREREA
capitalised as properties FHENERFB Y
under development
for sale (20,621) (4,976)
Finance costs AR 42,906 29,605
Amortisation of FAE 1t 8 g
leasehold land 642 1,077
Less: amounts capitalised as il : @B E AL A
properties under FHENERTME
development for sale - (488)
642 589
Depreciation e 1,267 1,017
Less: amounts capitalised as il : @ FE N b AEF
properties under HERERPYZE
development for sale (451) -
816 1,017
Total amortisation and B RITEREE
depreciation 1,458 1,606
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(Expressed in Renminbi Yuan unless otherwise indicated) ([ BAFTHEIN © UARETTIIR)

6 INCOME TAX 6. FriE%

Six months ended 30 June
BZ6 A30HAEA
2008 2007
RMB’000 RMB’000
ARBTT ARETT

Current tax ZREARIE

Provision for PRC TS E
Enterprise Income Tax

Provision for b 38 R
Land Appreciation Tax

Deferred tax ELEBE

Effect of changes in tax rate  #t R & EY R AL T I8
on opening balances MWassR e B
of deferred tax

Origination and reversal TR v EE REE

of temporary differences

Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands (“BVI”), the Group is not subject
to any income tax in the Cayman Islands and the BVI. No
Hong Kong Profits Tax has been provided for as the Group
does not have estimated assessable profits in Hong Kong.

The provision for the PRC Enterprise Income Tax is based
on a statutory rate of 25% of the taxable profits determined
in accordance with the relevant income tax rules and
regulations in the PRC for the six months ended 30 June
2008, except for certain subsidiaries of the Company located
within the special economic zones in the PRC, which were
previously taxed at preferential rate of 15% in 2007, for
which the applicable preferential tax rate is 18% for 2008.
The preferential tax rate will be gradually increased to 20%,
22%, 24% and 25% for the years ending 31 December 2009,
2010, 2011 and 2012, respectively. Accordingly, the deferred
tax of the Group is recognised based on tax rates that are
expected to apply to the period when the asset is realised or
the liability is settled.

1,351 12,848
- 92,369
19,292 =
11,251 13,562

31,894 118,779

REMASESE RABELESMNRAK
B AREHARRRSEEREE
RRESNEMAMEN - ARAKER
BRWEBEM AT ERFMA - R T
LEBFISTUEL £ -

HZE2008F6 A30H LA A @ RiFH
EBBEEIRER  AEEEH B AR
RRIE 5 ) 25% KA TE S ES T R
BEL - BRE TR BB R AT
R LB ETEH 2007 FIREER R
16% st B ERTIEE - 2008 F 1%
BB A B E SRR R 18% T E ERTE
% A B E BRI G B Z= 2009
F ~ 20104 ~ 20114 K 2012412 A 31
BIEFEDRIEEE20% * 22% * 24%
%25% o Bt - AEEZELERIB IR
BEERSHNABRERRTER E
R R F AR -
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REEZ AR B S M

(Expressed in Renminbi Yuan unless otherwise indicated) (%278 Frigsh - UARETIIR)

INCOME TAX (CONTINUED)

Land Appreciation Tax is levied on properties developed by
the Group for sale, at progressive rates ranging from 30%
to 60% on the appreciation of land value, which under the
applicable regulations is calculated based on the proceeds
of sales of properties less deductible expenditures including
lease charges of land use rights, borrowing costs and all
property development expenditures.

DIVIDENDS

The board of directors does not recommend the payment of
an interim dividend for the six months ended 30 June 2008
(2007: Nil).

No dividend payable to equity shareholders of the Company
attributable to the previous financial year, has been approved
or paid during the current period.

EARNINGS PER SHARE

(a) Basic earnings per share

The calculation of basic earnings per share for the six
months ended 30 June 2008 is based on the profit
attributable to equity shareholders of the Company
of RMB17,509,000 (2007: RMB61,459,000) and
the weighted average number of shares in issue
during the period of 1,040,250,000 shares (2007:
1,036,100,000 shares) during the period. The weighted
average number of shares in issue for the six months
ended 30 June 2007 is based on the assumption
that 1,036,100,000 ordinary shares were in issue
throughout that period.

FriS®i (&)

AEEHEMBROYERIZ T EE
HEELA30% 2 60% ) R K Fah + i
BED - REBEARL - LiRERT
B EMEM SRR A AR (2
REimEmAEEEH - BERANA
BMFRHRAS)GE

’RE

ERECHRTEIREE200846 A30
AIEAEA 2 HiR 2 (20074 - &) -

HIR - SEE SR B R AR A RN
2R AR R R LB JEHE M Ko S A

BRER
(@) BREFXEF

#H £2008F6 308 1k~ A
WERERAEFNHIBEEAAR
NAE R R R EE SN ARE
17,509,000 7 (2007 F : A R ¥
61,459,000 7t ) & 2 ZATAR (D A9 A0
1 S 5 #1,040,250,000 fi% (2007
4 : 1,036,100,000f%) 5t & - H=E
200756 A308 LE/<E A2 81T
B 89 hn#E 39 B T IR IR BR ER 0
2 {[E HA FE R B, %877 1,036,100,000
REBIRMETE o
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(Expressed in Renminbi Yuan unless otherwise indicated) ([ BAFTHEIN © UAREITIIR)

8 EARNINGS PER SHARE (CONTINUED) 8. SREF (H)
(b) Diluted earnings per share (b) ERBIRF

The calculation of diluted earnings per share for the #HZE20084 6 A30H 1L/~ A &
six months ended 30 June 2008 is based on the profit GARHEEE R R TR A Bl =A%
attributable to equity shareholders of the Company BRFE (5 ) A R 17,500,000 7T
of RMB17,509,000 (2007: RMB61,459,000) and the (2007 FF : AR¥61,459,0007T)
weighted average number of shares of 1,051,679,000 KM tn hnsgF19%01,051,679,000
shares (2007: 1,048,862,000 shares), calculated as % (20074 : 1,048,862,0008% )&t
follows: R

Six months ended 30 June

HZ6H30RH1E~EA
2008 2007
’000 ‘000
TR T
Weighted average IR {2104
number of shares T8 (#E)
(diluted)
Weighted average »1A188
number of shares A& A hntEF 588
at 1 January 1,040,250 1,036,100
Deemed issue of AR BIRER
ordinary shares At st B (2
under share BATE AR
option scheme for
nil consideration 11,429 12,762
Weighted average 76 A 30 HH&)
number of shares A A7 N
(diluted) at 30 June g (5E) 1,051,679 1,048,862
There is no dilutive effect on earnings per share upon 2007 FHH 2 RIRER AR A
deemed exercise of the Warrants granted in 2007. TERTESSRATEEEE
%255[! o
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(Expressed in Renminbi Yuan unless otherwise indicated) (& BA&FiEI © AARETIIR)

INVESTMENT PROPERTIES 9. REWE
All investment properties of the Group were revalued as at RNEEEREYFE20085E6 H30H
30 June 2008 by an independent firm of surveyors, Knight A SR GEDENCNE MEEAR T
Frank Petty Limited, who has among their staff Fellows of HEBnESIEMBedre 8 AR
the Hong Kong Institute of Surveyors with recent experience BRBIOAE R TH S AIFTENTTER A
in the location and category of property being valued, on an RIBEARMISEBESER S WA FEE
open market value basis calculated by reference to net rental AT I AT RE VB B U AR AR ©
income allowing for reversionary income potential.
TRADE AND OTHER RECEIVABLES 10. FEURBRR R H fth FE LK
At At
30 June 31 December
2008 2007
M2008%F 2007 F
6 H30H 12 431 H
RMB’000 RMB’000
AR%STR ARETT
Trade receivables FEWIER R 6,358 8,821
Other receivables E fth FEUGR 106,862 80,552
Loans and advances BERRBRK 230,528 179,106
Loans and receivables B % e BGR 343,748 268,479
Derivative financial PTESBMT A
instruments 1,118 1,400
Prepayments and deposits A RIEKIES 232,886 249,427
577,752 519,306

Ageing analysis of trade receivables is as follows:

FEMR R ARER DATANT -

At At

30 June 31 December

2008 2007

M20085F 102007 F

6 H30H 12 H31H

RMB’000 RMB’000

ARBTT ARETT

0 to 90 days 0£90H 6,305 8,368
91 days to 180 days 91&180H 3 73
181 days to 365 days 1812365 H 50 380
6,358 8,821
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REZ PR E M

(Expressed in Renminbi Yuan unless otherwise indicated)

TRADE AND OTHER RECEIVABLES (CONTINUED)

Trade receivables are due within 30 to 90 days from the date
of billing.

The Group has a defined credit policy. In respect of rental
receivables from property leasing activities, monthly rentals
are received in advance and sufficient rental deposits are held
to cover potential exposure to credit risk. The Group has no
other collateral from its customers.

CASH AND CASH EQUIVALENTS

(B =B PRI -

AARKETTIIR)

10. FEUWERF R HfbEUER (&)
FEUBR KM BREZHHZ0ZE90HA
FH -

AKEHEBHANEERE - ARAME
HEZK REHES - HEBTR LW
FAES RMFREANEER S ARE
HMPzEEEERR AKBEYERE
FEREAMER -

11 BHERBRESEEY

At At
30 June 31 December
2008 2007
M20085F  F2007
6 A30H 12 31 H
RMB’000 RMB’000
AR®ETR ARETT
Deposits with banks and ERIT R & B A0 17 3K

other financial institutions 36,995 121,331
Cash at bank and in hand RITERRRE 36,058 275,770
73,053 397,101

INTEREST-BEARING BORROWINGS 12 FHEEBE

The analysis of the carrying amounts of interest-bearing
borrowings is as follows:

AREEZREESITMAT

At At
30 June 31 December

2008 2007

M2008F 2007 &

6H30H 12A31H

RMB’000 RMB’000

ARBTT AR®ETT

Bank loans IRITEN 435,268 400,678
Senior Note BERE 567,574 555,708
1,002,842 956,386
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(Expressed in Renminbi Yuan unless otherwise indicated)

INTEREST-BEARING BORROWINGS (CONTINUED)
Details of the Senior Note are set out as follows:

Pursuant to the offering memorandum of the Company
dated 20 September 2007, the Company issued 900 units of
senior note (collectively referred to as the “Senior Note”) and
81,000,000 nil-paid warrants (the “Warrants”) for a principal
amount totalling US$90,000,000. The Senior Note was
interest-bearing at 12.5% per annum at issue and payable
semi-annually in arrears, and will mature on 3 October 2012.
Detachable from the Senior Note, each Warrant may be
exercised from the date of issue up to 2 October 2012 at an
initial exercise price, subject to certain conditions of reset and
adjustment, of HK$3.36 per ordinary share of the Company.

Pursuant to a cross-currency and interest rate swap
agreement (the “Swap Agreement”) entered into between
the Company and a financial institution immediately after the
said offering memorandum, the notional principal amount of
the Senior Note under the Swap Agreement deemed to be
effective at the date of issue was RMB676,845,000, whereas
the notional interest rate applicable to the Senior Note was
the 1-year RMB benchmark deposit rate as determined from
time to time by the People’s Bank of China plus 5.3% per
annum. Interest payment will be due annually commencing
on 3 October 2008.

Conditioned in the said offering memorandum, the Company is
granted a redemption option such that at any time on or after 3
October 2010, the Company may redeem the Senior Note, in
whole or in part, at a redemption price equal to the percentage
ranging from 100% to 106.25% of the principal amount, plus
accrued and unpaid interest, if any, to the redemption date. At
any time prior to 3 October 2010, the Company may redeem
the Senior Note, in whole but not in part, at a redemption price
equal to 100% of the principal amount of the Senior Note
plus the applicable premium as of, and accrued and unpaid
interest, if any, to the redemption date. In addition, at any time
prior to 3 October 2010, the Company may redeem up to 35%
of the aggregate principal amount with proceeds from certain
sales of the Company’s equity shares, at a redemption price
equal to 112.5% of the principal amount, plus accrued and
unpaid interest, if any, to the redemption date.

12

(=B - UARKETTIIR)

FHEEE ()
BARBZFHBRINT

R 4E A R B 2007 F9 A 20 H 5] a2
B EE T ik 0 AR EE17900 1 B
NHEBEAZEER(EBAEIELER]
K.81,000,00017 7 4% 5% 33 A% # ([ 32 A%
) - AN&EA ££/590,000,0003 T
BRAEEIRFFE125%:1E - AFE
FRB—R  WiER2012F10A3H )
H - MEEFERSH - SMHRRENAH
ZEITH AR E 201210 A28 « Y%
TEE(XETEERARZIGEHRR)
B 3.36BTRE—RAR AL BAR

RIRANA A EE— 5 B 7 BXpE L B
EE RGN E M R FRim H
ek ([ 8RR - BERBREREE
R ETERRABERNEELRNSEE
A AR 676,845,000 7 @ MBI ERE
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TE M) — G B A RS TF SR AR R 55 e
FI%E5.3% © F SATFAH 200810 A
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IR MBS HTEATE AT - A
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10 A3 H Sk AR MR » AHRESER
AN EAR 100% = 106.25% HIIE[EIE B A1
ZEHER A HATERANFE (E) - E
Bl 2 HpFA B © 1R 20105F10 A
3 AR - AARAIREEREL
ZEARSFRI100% S IIEER B HRRE
R EARBERANFE (E) - BE
2EmMIEFLAEBEZEE o 1IN - 72010
F10 A3 BRI - AA R AEES
RASEEN 112.5% SINEFEE B HRTE
RBAMNFE(E) - BEIHZ A
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12

INTEREST-BEARING BORROWINGS (CONTINUED)

The Senior Note is general obligations of the Company
and is senior in right of payment to any existing and future
obligations of the Company expressly subordinated in right
of payment to the Senior Note, which is at least pari passu
in right of payment with all other unsecured, unsubordinated
indebtedness of the Company (subject to any priority
rights of such unsubordinated indebtedness pursuant to
applicable laws). The Senior Note holder(s) are entitled to a
first priority security interest on certain collateral charged by
the Company, and the Senior Note ranks effectively senior in
right of payment to unsecured obligations of the Company
with respect to the value of the collateral charged by the
Company.

Senior Note can be analysed into the following components:

(i) Liability component for the Senior Note represents the
present value of the contractually determined stream
of future cash flows discounted at the rate of interest
determined by the market instruments of comparable
credit status taken into account the business risk of
the Company as well as the large amount of the Senior
Note, but without the conversion option.

(i)  Redemption option represents the fair value of the
Company’s option to early redeem all or part of the
Senior Note.

@iy  Warrant represents the fair value of the right to
subscribe for the Company’s equity shares at
applicable exercise price.

(B =B PRI -

AARKETTIIR)

12

FHEfEE ()

BAZBSANRAN—REML - 14
REFRERRANRRIEAER T AR
REAZBEX RN EARE RAKE
T TEXNETEEDRARBRA
BHEMEERIFLBEREZFERFMM
(RZFENBRERBERERNEM
BEERR) - BERBFHEABREE
EEAARRNR A THER GRS E R
mAE - MELANR RUREA R A mEE
mE  BAZERNEIEER LE
FERANRAHEEREL

BERBANTRATES

) EBEEBENEENIERVEE
BARKESRERRNIRE - ™
RER B MBI A RTAH
iR A EERE (K
W mE R ) - A L BEEN
TS TABEE M XTI -

(i) BEEFRIEAQFIERERE
CIFASEBOEERBENRAE

(i) REEEAIZRERITEERER
RNEIRDBRERBDARE °
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INTEREST-BEARING BORROWINGS (CONTINUED) 12 HEEZ(E)
Movement of the Senior Note is set out as follows: BEEERNEFHFHANT
Redemption
Liability Warrants option Total
=N RRE EEREE st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETRE AR®TT ARETT
At 1 January 2008 R 200841 A 1H 555,708 74,541 (1,400) 628,849
Transaction costs B HR ZAR
amortised 11,866 - - 11,866
Exchange differences FEH =58 - (4,416) 83 (4,333)
Net (increase)/decrease NAREGEM),
in fair value R - (39,269) 199 (39,070)
At 30 June 2008 200846 H30H 567,574 30,856 (1,118) 597,312

The fair value of the liability component of the Senior Note is
not materially different from its carrying value as at 30 June
2008.

During the six months ended 30 June 2008, the Company
failed to comply with certain financial ratio covenants
stipulated in the indenture dated as of 3 October 2007
(the “Indenture”) entered into among the Company and the
trustee of the Indenture in respect of the Senior Note. In
consequence, the Company has been refrained from carrying
out certain activities (“Restricted Activities”) including but not
limited to incurring new indebtedness (other than Permitted
Indebtedness so defined in the Indenture), disposing of
assets, declaring dividends and re-designating subsidiaries
as Unrestricted Subsidiaries etc in accordance with the
Indenture. Details of Restricted Activities are set forth in the
Senior Note’s offering memorandum dated 20 September
2007.

20086 H30H  BAEZEMEEDS
PR BEEERMETESEAER -

FHZE200846 A30H L/ AR + AAF]
REBITARREZLETEARBLER
BER2007F10 A3 HAI L 2 4 ([Z
A1) RERETR 2 & T L R 25 -
Ut - IRIRZA) - RARWREETE T
EE)([ZRENEE]) - BIEETRRE
EFH B E (AT 27 A&k
SN HEEBE EIRREREHIEE
MEBARAIEZREIMBARE - ZR
HiEE) < B B Bl &2007 €9 A 20
HzBARRREERETH
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13 TRADE AND OTHER PAYABLES, AND ACCRUALS 13. ENERR - HESRRERER
At At
30 June 31 December
2008 2007
R20084F 2007 F
6 H30H 12 H31H
RMB’000 RMB’000
AR TR ARETT
Trade payables FEATBR IR 33,485 16,959
Bills payable EREE 5,000 =
Amount due to a director JE—REFFHIA 879 899
Amount due to a related JEIS —ERAE A RIFUE
company 18,000 18,000
Derivative financial PTEEmMIT A
instruments 30,856 74,541
Other payables and accrued £t Bk K
charges TEIRE R 364,363 204,179
452,583 314,578
Ageing analysis of trade payables is as follows: FERBRREVBREC AT AT -
At At
30 June 31 December
2008 2007
M2008%F 2007 F
6 H30H 12 H31H
RMB’000 RMB’000
AR®ETR ARETT
Due within 90 days or 90 A FESS
on demand IRER 33,485 16,959
SHARE CAPITAL 14 RB=R
e oL Sa g e 200080031 ) tav0niFe a0 E 2007 12
B 31 HRBRAWT:
No. of shares Amount
R & B -]
HK$’000
T
Authorised: ERE
Ordinary shares of HK$0.01 each BREMEO0.01 BT MK  30,000,000,000 300,000
Issued ERTREE :
and fully paid:
Ordinary shares of HK$0.01 each SREE0.01 BT A% 1,040,250,000 10,403
RMB’000
AREFIT
AREEE
RMB equivalent 10,296
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14 SHARE CAPITAL (CONTINUED)

(b)

()

Terms of unexpired and unexercised share

REEZ AR B S M

ﬁﬁﬁ?a?\\ C UARKETTIIIR)

14 BAR(&)

(b) REEBARERRRTERR

options at the balance sheet date are as follows: EGESRIT :
At At
30 June 31 December
2008 2007
#2008 722007 F
Exercise 6 A30H 12 H31H
Exercise period price Number Number
171 A IEE 2 H 2B
22 August 2007 to 21 February 2012 HK$0.60 19,000,000 19,000,000
2007 F8 A22 H=E 201242 21 H 0.60787T
15 November 2007 to 14 May 2017 HK$1.84 41,309,000 41,309,000
2007 F11 A15 B2 201745 B 14 H 1.847%87C
10 April 2008 to 9 October 2017 HK$2.99 1,000,000 6,000,000
2008F 4 B10HZE 201710 A9 H 2.99%87T
10 October 2008 to 9 October 2017 HK$2.99 20,000,000 20,000,000
2008410 A10HE 2017410 A9 H 2.9987T
13 August 2008 to 12 August 2018 HK$1.70 8,000,000 -
20088 A13HZ= 201848 A 12 H 1.70787C
89,309,000 86,309,000
Each option entitles the holder to subscribe for one B RIRER T8 AR A RIE—
ordinary share of the Company. RARIERR o

On 3 October 2007, 81,000,000 Warrants were
issued to the initial purchasers of the Senior Note.
At the balance sheet date, there were 81,000,000
outstanding Warrants. Each of the Warrant holders
is entitled to subscribe in cash at an exercise price,
subject to certain conditions of reset and adjustment,
of HK$3.36 each for one ordinary share of HK$0.01
each of the Company at any time from 3 October 2007
to 2 October 2012. The Warrants when exercised in
full would, with the present capital structure of the
Company, result in the issue of 81,000,000 additional
ordinary shares of HK$0.01 each and aggregate
subscription monies of HK$272,160,000 before the
related expenses.

() TH2007F1083H + ANARIEE{ 781,000,000
DRBETEBEZBNRIER - 1
#£EH - % 4A81,000,00013 & 17 R

[ - TR MR MERF A AR B 2007 F
10 A3HEE2012F 10 A2 H IEE
B RTEE(RETEERAEY
RFRR ) A% 3.36 8T - JJ/@EEEM ﬁﬁ
—BEREEOIE THAR
% o AR RIMIR B E ARG %T =7
W%E?&%M%ﬂ%ﬁqHﬂ%@z,,ﬁE?I\%’*ﬁ
81,000,000 B¢ Z A EE0.01 BT I
% - REEFIBETEN IR *HF%E%%
272,160,000 7T °

BEERERAR —TT/FEhHFE 39



Notes to the Unaudited Interim Financial Report
RS E L HA B A R P =

(Expressed in Renminbi Yuan unless otherwise indicated) (& =& Fitgsh -

16

AARKETTIIR)

15 CAPITAL COMMITMENTS BAREIE
At At
30 June 31 December
2008 2007
M20085F 720074
6 H30H 12 H31H
RMB’000 RMB’000
ARETT ARETT
Authorised but not BREBRRETH
contracted for 2,715,778 2,543,313
Contracted but not DETAB AR R
provided for 315,748 137,796
3,031,526 2,681,109
CONTINGENT LIABILITIES 16. HAEE
At At
30 June 31 December
2008 2007
M2008F 12007 &
6 H30H 12 531 H
RMB’000 RMB’000

ARBTRT ARKETRT

Guarantees given to banks for: [F#R7 T35 AUFE(R -

— mortgage facilities granted to  — 1 F AL MEE R
purchasers of the Group’s RIBEERE
properties

The Group provided guarantees in respect of mortgage
facilities granted by certain banks in connection with the
mortgage loans entered into by purchasers of the Group’s
properties. Pursuant to the terms of the guarantees, if there
is default of the mortgage payments by these purchasers,
the Group is responsible to repay the outstanding mortgage
loans together with any accrued interest and penalty owed
by the defaulted purchasers to banks. The Group is then
entitled to take over the legal title of the related properties.
The Group’s guarantee period commences from the dates
of grant of the relevant mortgage loans and ends after
the purchaser obtained the individual property ownership
certificate or up to a maximum of two years after the full
repayment of mortgage loan by the purchaser of the Group’s
properties.

370,000 370,000

AEEE TRITRENRIBRERIR
HIER  ZFRBRESRANEEE
TMERERMAILWIRIBER © IRIBHE
REVET - iz FERBRIZBFUR -
AEEARBRARITEEERERNE
B REAERNERER - MAKE
[EREEEZERBYEAETEMEHE -
AEENERBRARBERR G A S
HEEt YR EBEFRDMEERIFEFKRIR
AEENEEREN 2 BIRIBERER
MRS
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CONTINGENT LIABILITIES (CONTINUED)

The directors consider that in case of default in payments,
the net realisable value of the related properties can cover the
repayment of the outstanding mortgage loans together with
any accrued interest and penalty and therefore no provision
has been made in connection with the guarantees.

MATERIAL RELATED PARTY TRANSACTIONS

In addition to those disclosed in note 13, the Group had the
following significant transactions and balances with related
parties during the period:

(@) Transactions and balances with the Group’s
directors, senior management and their close
family members

16.

17.

AR ()
EFRAMKERIER - BRNEAOT
S TURARIAEE R R B
M RAEARRFI S REH - Eb st
RRIEHR(E -

BEALHEARS
BHIESFTREN R FS) - AREE
BALRBRZEARSREBIT -

() BAKHES SREEAER

LEERZFERERANRZ R
ek
At At
30 June 31 December
2008 2007

M20085 72007 &
6H30H 12A31H

RMB’000  RMB'000
ARBTRT ARBTT

Remuneration payable FEfIEIE

Remuneration payable to directors and senior
management are unsecured, interest-free and
repayable on demand.

2,001 4,976

BNEERSREEZASMET)
B - TETEMAREREE

B

fi

Six months ended 30 June
BZ6 A30HILAREA
2008 2007
RMB’000 RMB’000
ARBTRT AR¥ETT

Remunerations: e :
Directors i
Senior management SREEAE

2,635 2,401
886 825
3,521 3,226

BEZRBRAR —FEE/FHHHS
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MATERIAL RELATED PARTY TRANSACTIONS 17. BEEATHEARRS (&)
(CONTINUED)
(b) Transactions and balances with the Group’s (b) BEASENHEEARRAEES
affiliated companies and their directors B S REER
At At
30 June 31 December
2008 2007
R20084F 2007 F
6 H30H 12 A31H
RMB’000 RMB’000
ARTR ARETT

Prepayments (note (i) BN Z (A2 () 17,057 17,057

Trade payables (note (i) FEBRFX (AT4E (i) 8,724 8,724

Notes: Kret -

0] Prepayments represented prepayments of construction i) FERRRER N TREA T REM R
materials paid to a related party for the development of AR WEASERZEEE 2/ -
the Group’s projects. The terms of such transactions HER G IR —BEERRERAE
were carried out on normal commercial terms and in B IF % =58 E AT -
the ordinary course of the Group’s businesses.

(i)  Trade payables represented interest-free and unsecured iy FENEFRRRESLEBEATHEE
amount due to a related party. This amount was repayable R ARG BASRIE o % RIRARE K
on demand and made on the same terms with other BrEE  WIRREEMBIE=FM
independent third parties. MR MET L ©

ACQUISITION OF A SUBSIDIARY 18 WHE—REMHE A

On 28 March 2008, the Group entered into a share
transfer agreement with an independent third party to
acquire 100% equity interest in Shenzhen City Zirui Real
Estate Development Company Limited (“Shenzhen Zirui”).
Shenzhen Zirui was engaged in the development of
residential and commercial properties nearby Buji County,
Longgang District. The acquisition cost comprised of
the cash consideration of RMB154,100,000 and the
property consideration of RMB80,915,000. The property
consideration represented the estimated cost of completion
of 22,000 square metre of gross floor area of properties to
be delivered to the vendors upon completion of construction.
Shenzhen Zirui became a wholly-owned subsidiary of the
Group after the completion of the share transfer.

200843 A28 H  ALEBE—IFT
FE=FRIMRHEETE - LR
MEKEMEREER QA (RIIE
I 1) B 100% R Az o R K ImEE

EEEmSTEMIRETEREEE
REAYE - WENABREREEREA
¥ 154,100,000 T & E KB AR
80,915,000 7T ° MIENRERKRLEET
122,000 F 5 KE I ERERTLA - B
FAMERBIREINTES - RIRH
TN % R EIBEKRANEER
2EWBRFA °
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18 ACAQUISITION OF A SUBSIDIARY (CONTINUED)

The net assets acquired in the acquisition of a subsidiary

(B=APrEI -

AARBETTINIR)

18 WE—EKMEBLE (F)

KA - KB E A RRABANE

during the period were as follows: EFEWT
Carrying
amount before Fair value
consolidation adjustments Fair value
REGtRIEREE ARERE ARE
RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T
Net assets acquired: B EEFE
Property, plant and equipment  #1% - BiE K& 1,068 = 1,068
Inventories FE 53,538 216,635 270,173
Trade and other receivables & Uk B8R 5 & B A fE ISR 110 = 110
Cash and cash equivalents  IR& RIBSEEY 411 - 411
Trade and other payables,  FEfTERFK ~ EMEMN KK
and accruals JEIRE A (36,747) = (36,747)
Net identifiable assets ABERIEER
and liabilities BERE 18,380 216,635 235,015
Total purchase prices paid, BEfIEE B4
satisfied in cash LB &I 80,000
Less: cash of subsidiary B EWEERBARIRS
acquired (411)
Net cash outflow in respect of A7 #AfE it Uk BE FT B 2 &1 AY
the acquisition of a &7 558
subsidiary during the period 79,689
Consideration payable 7200846 H30H Z
at 30 June 2008 ERRE 155,015
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19 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2008

Up to the date of issue of this interim financial report,
the HKICPA has issued the following amendments, new
standards and interpretations which are not yet effective for
the six months ended 30 June 2008 and which have not
been adopted in this interim financial report:

AARKETTIIR)

19.

ERMAERBZE200856 A30H 1L
BA M ARERIETT - HEARER
IR 2

BEARMMBRETEAS  B50
ST AGE RS THIAEE 200846 A
30 B AME A Mk AR - B A R
BREBARRM BT - FEDRAIRR
B

Effective for accounting
periods beginning on or after

R 2 BRI

B HEEXK

HKFRS 8 Operating segments 1 January 2009
BBV EERFE 85K HEDEL 20091 A1H
Revised HKAS 1 Presentation of financial statements 1 January 2009
RIEFTE B ERIE 158 B IRR BV IR 20091 A1H
Revised HKAS 23 Borrowing costs 1 January 2009
RIERT BB G AERISE 2357 BB 20091 A1H
Amendments to Share-based payment — Vesting 1 January 2009

HKFRS 2 conditions and cancellations

BB REAERE 25085] VARR 1D R EERE 2 (S 5k — R T R EUE 2009F1 A1 H
Revised HKFRS 3 Business combinations Applicable to business

RIEFTBEVIBERELAEIR XA

combination for which

the acquisition date

is on or after the

beginning of the

first annual reporting

period beginning on or
after 1 July 2009
EANUEE R B

2009 % 7 A1 Bz %A
B & A ¥R s AR e an B8R
H 2 BREERE G
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POSSIBLE IMPACT OF AMENDMENTS, NEW 19. CEMEREZE200846 530 H 1L
STANDARDS AND INTERPRETATIONS ISSUED s RERMIBET « FTERRREN
BUT NOT YET EFFECTIVE FOR THE SIX MONTHS ARERE (&)

ENDED 30 JUNE 2008 (CONTINUED)

Effective for accounting
periods beginning on or after

NEAAd:
BETHEEXN
HK(FRIC) 15 Agreements for the construction 1 January 2009
of real estate
B (ERTBHRERE S o b BE FY p i 200941 A1H
ZE®)-REE 155
Revised HKAS 27 Consolidated and separate financial 1 July 2009
statements
rRisRTE B ERE 27 5% NS WNE SAVAZUE e E 200941 A1 8
The Group is in the process of making an assessment of REEEEHEZEBEE] - Fal £ R
what the impact of these amendments, new standards BRI R A E AW e
and interpretations is expected to be in the period of initial BEHEZEFT BB E RS £ S
application but has so far concluded that these new HKFRSs TEHASENLERZE R ERAE
would not have a significant impact on the Group’s resullts of RERFE -

operations and financial position.

BEZRBRAR —FEE/FHHHS
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES OR DEBENTURES

As at 30 June 2008, the interests of the directors in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) (the “Associated
Corporations”) as recorded in the register required to be kept by
the Company under section 352 of the SFO or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) were
as follows:

Long position in the shares of the Company

EERKRD - HERONES T2 Em

7200846 A 30 H + EENAR RIS HEES
R R (R R DB XV B 2 B3
(THEBSAE ) 215 AR RAEH R
BRIEES RS RAIF2 AT E 2 B
MATEEHRIE LT BTAE BTSSR
52T A (TRETA) TR TAEAL
ARBEBHARSHERAT ((BRH )2
T

REQRRG 22

Number of Percentage
underlying of aggregate
shares interests to
held under total number
Number of shares equity of shares
RAEE derivatives in issue*
Personal Family  Corporate  &RZAST4E HEBTRG
interests interests interests T E& AR Total BEZEDL*
Name of Director Y fBARS Rk ARERE  ROZEE st %
Mr. Zeng Yunshu DERSAE 1,516,000' - - - 1,516,000 0.15
Dr. Han Qinchun BREEL 9,768,000' - - - 9,768,000 0.94
Mr. Zeng Sheng SRS E - - 582,320,000 - 582,320,000 55.98
Ms. Ye Qingdong EFRLL - - - 5,000,000% 5,000,000 0.48
Mr. Quyang Junxin BT iy - - - 2,000,000° 2,000,000 0.19
Mr. Zhang Huagjao* RACBRE - - - 7,000,000° 7,000,000 0.67
Dr. Li Jun E3L N - - - 1,000,000° 1,000,000 0.10
Mr. Cheung Ngai Lam RIRMEAE - - - 1,000,000° 1,000,000 0.10
Ms. Lin Wei Fang WEF L = - - 1,000,000° 1,000,000 0.10

Notes: B -
1. This represents interests held by the relevant director as beneficial 1. LEHEREREEREREEAREZRE

owner. m °

2. This represents interests held by Mr. Zeng Sheng through Grand
Prosperity Limited (“Grand Prosperity”), which holds 582,320,000
shares of the Company. Mr. Zeng Sheng has 80% interest in Grand
Prosperity, he is therefore deemed to be interested in 582,320,000
shares of the Company.

46 Hong Long Holdings Limited /nterim Report 2008

2. IbIE B Y Bt & B B Grand Prosperity
Limited ([ Grand Prosperity]) 5 & 2 # 25
i Grand Prosperity £/ 582,320,000 i A~ A
AIRRD o & B %5 A # B Grand Prosperity 2
80% #E# + A M 1% 7 &% A 582,320,000 %
RARIRD 2 e zs ©




DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES OR DEBENTURES (CONTINUED)

Long position in the shares of the Company (continued)

Notes: (continued)

S This represents interests in options held by the relevant director as
a beneficial owner to subscribe for the relevant underlying shares
granted by the Company under the Pre-IPO Share Options or Share
Option Scheme, details of which are set out in the section headed
“Share Option” below.

4. Mr. Zhang resigned as non-executive director of the Company on
26 September 2008.

The percentage has been adjusted based on the total number
of shares of the Company in issue as at 30 June 2008 (i.e.
1,040,250,000 shares).

Save as disclosed above, as at 30 June 2008, none of the directors
had any other interests or short positions in the shares, underlying
shares or debentures of the Company or any of its Associated
Corporations which had been entered in the register kept by the
Company pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

As at 30 June 2008, the number of outstanding share options
granted by the Company under the Pre-IPO Share Options and
Share Option Scheme to the directors and/or employees to
subscribe for shares of the Company, as recorded in the register
required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code is set out in the section headed “Share Option” of this
report below.

Apart from the aforesaid, at no time during the period was the
Company, its subsidiaries, its fellow subsidiaries or its holding
companies a party to any arrangement to enable the directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

Other Information
Ha& R

EERKRG AEROHBEFH2ER

(%)
RARBRG 2 A (&)
Kzt : (4)

3.  UWHEAERESEAERREE AREZRL
ks - RBREERAFE SRR
SRR B T 2 ARRARR D - BRAFFIRE
WX [RRE] —&f -

4. RN 200849 A26 BEHEIEHITE S —
B o

* B ERIEARRFR200846 A30HE %
17 27 P15 #2258 (BN 1,040,250,000 A% ) 1€ H 3

B, o
e

B EXPrIERESD - 2008F6 A30H » #f
BEENARRSKEAREER Z R -
HERNXEFTERELCAREIESLAE
{GPIE3B2{FAF & 2 B LM SR IER 2T R
RITHEG AR B MBS P 2 (R B A s =X

NN
KR ©

ESRERORESHER

20084 6 A 30 A ' 1ZIRFES KIS IKHI5
352147817 B 2 & e ATac SR S AR IR AR 2E<T B
BSIMARRRBRANE  ARAIRES
IR ARBERTRRERRRETEIRTES
&/ SEEREAQERMND Z MARITER
Reie S B SN AR S T [RRARME ] —&f -

B batidh - HIMAARR - EBAR - &
EELN=INCIE R YN I RVAR S CIES
B BEER A BEREARRRSEAEM
EBZ By BB o
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SUBSTANTIAL INTERESTS IN THE SHARE CAPITAL OF
THE COMPANY

As at 30 June 2008, the interests of those persons (other than the
directors) in the shares of the Company as recorded in the register
required to be kept by the Company under Section 336 of the SFO
were as follows:

FERRRAQBARAE 2

200846 A30 B ' RARRIRMNERIRE
BERAEGOIFEI6HEARRBEFEZE
O Prac ek 2 i 2 2 E AT (FE/KRIN) 0
T

Number of Percentage
underlying of shares to
shares held total number of
under equity shares in issue*
derivatives RS E 81T

Capacity in which Number of BRALTE iR A7 48
Name shares were held shares TEEAHE ZEDL
g REBERGBZE4H RGEE [vria = %
Grand Prosperity’ Beneficial owner 582,320,000(L) - 55.98
EnEBA
Lehman Brothers Holdings Inc.? Interest of controlled 60,608,000(L) 9,000,000(L) 6.69
(‘LB HLD") corporation
RN
(L) = long position & & , (S) = short position % &
Notes: K -
1. These shares are held by Grand Prosperity which is owned as to 1. It 55 B%15 i Grand Prosperity 354 + 11 Grand

80% by Mr. Zeng Sheng and 20% by Mr. Zeng Yunshu, both are
executive directors of the Company and Mr. Zeng Yunshu is the
father of Mr. Zeng Sheng.

2. Lehman Brothers Commercial Corporation Asia Limited (“LBCCA”),
which holds in total of 69,608,000 interests in the Company as
beneficial owner, is owned 50% interests by each of LBCCA
Holdings | LLC (“LBCCA I”) and LBCCA Holdings Il LLC (‘LBCCA
II”). Both LBCCA | and LBCCA Il themselves are wholly owned by
LB HLD and accordingly, the shares in which LBCCA are shown
to be interested are also included in the shares in which LB HLD is
shown to be interested. The number of shares held and underlying
shares held under equity derivatives has been adjusted based on the
information from LB HLD.

* The percentage has been adjusted based on the total number
of shares of the Company in issue as at 30 June 2008 (i.e.
1,040,250,000 shares).

Prosperity 2 Bll f8 & 5 50 4 & B Z4R 55 A& (35
RARAITES) A 80% Kk 20% HEs
DEREEREBHALEZRE -

2. Lehman Brothers Commercial Corporation
Asia Limited ([LBCCA]) (tfEAE=# B A
8 AN A 7] ££69,608,000# %5 ) B LBCCA
Holdings | LLC([LBCCA I ) }2L BCCA Holdings
I LLC(TLBCCA Il) %& B #E B 50% 1 7= °
LBCCA I % LBCCA IIX &M LB HLDZ &
B ' Bt - LBCCAFTREA a2 IR1A INaT
ALB HLDFi B #Em 2 RIDA © FTFEH
2R RARERASTA T AERA 2 HERG
Z#HEIZ LB HLD IR 2 BRHEL FH% -

* A2 EARE AR RN 200846 A 30 H B 3%
17 2 B 482 (BN 1,040,250,000 f% ) £ 1+ 38

o
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SUBSTANTIAL INTERESTS IN THE SHARE CAPITAL OF
THE COMPANY (CONTINUED)

Save as disclosed above, as at 30 June 2008, the Company had
not been notified of any interests and short positions in the shares
and underlying shares of the Company which had been recorded
in the register required to be kept under section 336 of the SFO.

SHARE OPTION

On 31 January 2007, in recognition of the contributions made
by employees of the Group towards its growth and success,
an aggregate of 23,000,000 share options of the Company (the
“Pre-IPO Share Options”) have been granted by the Company
to, and accepted by the relevant employees prior to listing of the
Company’s share on the Stock Exchange. On the same day, a
share option scheme (the “Share Option Scheme”) was adopted by
the shareholder’s written resolution of the Company.

The Listing Committee of Stock Exchange has granted the listing
of, and permission to deal in the shares of the Company which
may fall to be issued pursuant to the exercise of the options which
granted and/or may be granted under the Pre-IPO Share Options
and/or Share Option Scheme, subsequently.

As at 30 June 2008, a total of 89,309,000 share options were
outstanding which comprised 19,000,000 share options and
70,309,000 share options granted under the Pre-IPO Share
Options and the Share Option Scheme respectively.
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SHARE OPTION (CONTINUED)

The following is a summary of the principal terms of the Pre-IPO
Share Options and the Share Option Scheme:

(@) Pre-IPO Share Options
Purpose

Recognition of the contributions made by employees of the
Group towards its growth and success.

Exercise Period

From 22 August 2007 to 21 February 2012 unless extended
in writing by the Board (and approved by the independent
non-executive directors) in its absolute discretion. Each of the
Pre-IPO Share Options (to the extent not already exercised)
shall lapse automatically at the end of such option period.

Exercise Price

HK$0.60 per share to be issued pursuant to the exercise
of the Pre-IPO Share Options, representing a discount
of 75% to the maximum IPO Offer Price as described in
the prospectus of the Company dated 8 February 2007
(the “Prospectus”). The exercise price was determined in
recognition of the contributions made to the Group by the
respective grantees of the Pre-IPO Share Options.
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SHARE OPTION (CONTINUED)

(@) Pre-IPO Share Options (continued)

Other Conditions

(1)

The grant of the Pre-IPO Share Options is subject to
the following additional conditions:

(@  the commencement of dealings in the Shares;

(b)  any exercise of the Pre-IPO Share Options must
be made in full and not in part;

(c) the Pre-IPO Share Options are personal to the
relevant grantees and shall not be transferred
or assigned, and shall constitute a term of the
employment of the relevant grantees by the
Group;

(d) the grantees of the Pre-IPO Share Options
shall adhere to any undertaking or restrictions
that may be further imposed on them by the
Company, the Stock Exchange or the sponsor as
described in the Prospectus; and

(e) any exercise of the Pre-IPO Share Options shall
be further subject to any guidelines issued by the
Company from time to time in order to ensure full
compliance with the Listing Rules.

Other Information
Ha& R

RMRE ()

(a) BRAMBEARDRE (&)

Al

1

RHBERAFREERRBEAR
VAT DOfER AR AR IR -

(@) MIIFHKREE:

b) BRAFEBEERRBELA
2 EPMIEEDD T ATTEE -

© BRAHREENABEER
AR ABAME  TEHE
BOGE - WHEKASERE
RARBERAZ —RGN

0 BERAMBENARESS
FIBABRBARDT - WX
Ak AR E AR AR 2 (R A
WA — S E R EEMS
AR : R

€ BRARBEERNRBE L
AfTEAX ANR AT
HEAESI 2 E—FHR
R 2 EE ST ETRAIZ
I °

BEERERAR —TT/FrHFELE Bl



Other Information

Hi&E R

SHARE OPTION (CONTINUED)
(@) Pre-IPO Share Options (continued)
Other Conditions (continued)

(2) The grantees shall not dispose of their respective
shares issued pursuant to the exercise of the Pre-IPO
Share Options granted to them in the following manner:

(@ inany number greater than 30% of all the shares
issued pursuant to the Pre-IPO Share Options
granted to them within (2) two years from the
shares of the Company were listed on the Main
Board of the Stock Exchange on 22 February
2007 (the “Listing Date”);

(b)  inany number greater than 60% of all the shares
issued pursuant to the Pre-IPO Share Options
granted to them within (3) three years from the
Listing Date; and

(¢) all the shares issued pursuant to the Pre-IPO
Share Options granted to them within (4) four
years from the Listing Date.

(8)  The Pre-IPO Share Options (if not already exercised)
held by each individual grantee shall lapse automatically
upon cessation of his/her employment with the Group,
regardless of how such cessation of employment
arises.

(b) Share Option Scheme
Purpose

Recognise and acknowledge the contributions that the
grantees had made or may make to the Group.

Participants
Eligible participants include:

(1) any director, employee, consultant, professional,
customer, supplier, agent, partner or adviser of or
contractor to the Group or a company in which
the Group holds an interest or a subsidiary of such
company (“Affiliate”);
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SHARE OPTION (CONTINUED)

(b)

Share Option Scheme (continued)

Participants (continued)

@

the trustee of any trust the beneficiary of which or
an discretionary trust the discretionary objects of
which include any director, employee, consultant,
professional, customer, supplier, agent, partner or
adviser of or contractor to the Group or an Affiliate; or

a company beneficially owned by any director,
employee, consultant, professional, customer,
supplier, agent, partner, adviser of or contractor to the
Group or an Affiliate.

Exercise Price

Determined by the Board and shall not be less than the higher

of:

the nominal value of the share;

the closing price of (1) one share on the Stock
Exchange at the offer date, which must be a trading
day; and

the average closing price of the share on the Stock
Exchange for the five business days immediately
preceding the offer date.

Total number of shares available for issue and

the percentage of the issued share capital that it

represents as at the date of this interim report

104,025,000 shares, being approximately 10% of the issued

share of the Company.

Maximum entitlement of each participant

Not exceeding 1% of the shares of the Company in issue in

any 12-month period.
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SHARE OPTION (CONTINUED)

(b)

Share Option Scheme (continued)

Period within which the securities must be taken up
under the option

Subject to the discretion by the Board and, in the absence of
which, from the date of acceptance to the earlier of the date
on which such option lapses and 10 years from the date of
offer.

Minimum period for which an option must be held
before it can be exercised

Subject to the discretion by the Board.

Amount payable on acceptance

HK$10.00 payable upon acceptance of the offer.

Period within which calls/loans must be made/repaid

Not applicable.

Remaining life of the scheme

The scheme will be valid and effective until 31 January
2017, after which no further options will be granted but the
provisions of the scheme shall remain in full force and effect
in all other aspects. Options complying with the provisions
of the Listing Rules which are granted during the duration of
the scheme and remain unexercised immediately prior to 31
January 2017 shall continue to be exercisable in accordance
with their terms of grant, notwithstanding the expiry of the
scheme.
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SHARE OPTION (CONTINUED) SO ()

(c) Movements of the Pre-IPO Share Options () BRAMBEANRREZEH
Movements of the share options, which were granted under #H E 2008 6 H30H 1L/~ A HAM -
the Pre-IPO Share Options, during the six months ended 30 RIBERAFAEE R RIRER D 2R
June 2008 are listed below in accordance with rule 17.07 of EEE M (R E EmAEAE17.07
the Listing Rules: 1)

During the period
B
Exercise
Lapsed/ price
cancelled {Tf5f8  Exercise
MRAsat  Granted Exercised TXN/ R As at HK$ period

Category Bhl 01.01.2008 BRE [=Efy:d 2x8  30.6.2008 BT fTfE8

Directors =

Ms. Ye Qingdong RERZT 5,000,000 - - - 5,000,000 0.60 22.08.2007-

21.02.2012

Mr. Ouyang Junxin BEEEE 2,000,000 - - - 2,000,000 0.60 22.08.2007-

21.02.2012
Continuous Contract  #EAWES 12,000,000 - - - 12,000,000 0.60 22.08.2007-
Employees 21.02.2012

Total st 19,000,000 - - - 19,000,000
Notes: Kt -

1. The vesting period for all the option granted is six months from 1. FAEERERREZGZBHAH LT
the Listing Date. HERBESEA -

2. The exercise price of the share options, representing a 2. RAGHE Z TR ESBRERTM 2 i
discount of 75% to the maximum IPO Offer Price as described BERAREEENETE% °

in the Prospectus.
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SHARE OPTION (CONTINUED)

(d) Movements of the Share Option Scheme

Movements of the share options, which were granted under

the Share Option Scheme, during the six months ended 30

June 2008 are listed below in accordance with rule 17.07 of

the Listing Rules:

MR ()

d) RBREFEZ2H

A ZE 200846 A30H 1E7<1E A HAR

BRI B 2 X

HEBIT

(T3R5 LRI 17.07 1651))

During the period
R Exercise
Lapsed/ price
cancelled e Exercise
Date of grant M As at Granted  Exercised BAN/ RAs at HK$ period
Category B85l BHAH  01.01.2008 B B BE#  30.6.2008 o s
Directors Bz

Mr. Zhang Huagiao* ~ SRMLB4E* 15062007 7,000,000 - - - 7,000,000 184 15.11.2007-
14,05.2017
Dr. Lidun FEET 15.05.2007 1,000,000 - - - 1,000,000 184 15.11.2007-
14,05.2017
Mr.CheungNgal Lam  R&#%E 15.05.2007 1,000,000 - - - 1,000,000 184 15.11.2007-
14,05.2017
Ms. Lin Wei Fang MEFEL 15052007 1,000,000 - - - 1,000,000 184 15.11.2007-
14,05.2017
Continuous Contract  SEAHEE 15052007 13,309,000 - - - 13,309,000 184 15.11.2007-
Employees 14.05.2017
10.10.2007 1,000,000 - - - 1,000,000 299 10.04.2008-
09.10.2017
Consultants BA 15.05.2007 18,000,000 - - - 18,000,000 184 15.11.2007-
14,05.2017
10.10.2007 5,000,000 - - (5,000,000) - 299 10.04.2008-
09.10.2017
10.102007* 20,000,000 - - - 20,000,000 299 10.10.2008-
09.10.2017
13.02.2008 - 8,000,000 - - 8000,000 170 13.08.2008-
12.08.2018

Total a3t 67,300,000 8,000,000 - (5,000,000 70,309,000
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SHARE OPTION (CONTINUED)

(d)

Movements of the Share Option Scheme (continued)

Notes:

The vesting period for all the options granted is six months
from the date of acceptance of the offer, save as the one
marked with “#”, the vesting period is one year from the date
of acceptance of the offer.

The exercise price of the share options is subject to the
adjustment in case of right or bonus issues, or other similar
changes in the Company’s share capital.

When the share options are lapsed or cancelled, the amount
previously recognised in capital reserve will be transferred to
retained profits.

Mr. Zhang resigned as non-executive director of the Company
on 26 September 2008.
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SHARE OPTION (CONTINUED)

(e) Fair Value of Share Options and Assumptions

MR ()
() RBREHNAABERMRBR

The estimate of the fair value of the share options granted is

measured based on both the Black-Scholes pricing model

and the binomial lattice model. The contractual life and

expectations of early exercise of the share options were used

as inputs into the relevant models.

These models involve assumptions on the Company’s credit

spread, discount rate, expected credit rating and future cash

flow. Such assumptions could result in uncertainty of the

P T REER D A E - TIRIBIR N
m-HFRNTEEEA R BEARBERELN
FTE - RENESOFHRBHIRERT
EIERBUIRR AR RELN -

ZERASRE AR EREERE
BERE - EHEEFEEAKRRSRE
FIE 2 RRR © %5 R A S B AR

values of the share options. BEFETEEAZE -
Grant date
Rt A
31 January 15 May 10 October 13 February
2007 2007 2007 2008
2007 F 2007 2007 2008 F
1A31H 58150 10A10H 2H13H

Fair value at measurement date R ERBNALE HK$0.78 HK30.47 HK$0.64 HK$0.54

0.78%8TT 047%7T 0.64 87T 054870

Share price R N/A HK$1.84 HK$2.93 HK$1.61

Gy ilii 184787 29347 16187
Exercise price 178 HK$0.60 HK$1.84 HK$2.99 HK$1.70
0.6077T 18487 299 1,707

Expected volatilty (expressed as EHRE (A ZE 47.9% 48.9% 51.1% 56.2%
weighted average volatiity RARRANME
used in the models) HIRERT)

Option life (expressed as REEES (N7ZE 3 years 3.25 years 10 years 10 years
weighted average life used B R E 3F 3.26% 10F 105
in the models) THERKT)

Expected dividends EHRE 4.4% 3.4% 1.2% 0.0%

Risk-free interest rate (based on ERRAE (AME 4.0% 4.2% 4.3% 2.7%
Exchange Fund Notes) EETHE)

Valuation model used FAnEES Black-Scholes  Black-Scholes Binomial Binomial

Bnz-&as Anx-Hak TR, ZER
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SHARE OPTION (CONTINUED)

(e) Fair Value of Share Options and Assumptions
(continued)

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining life of
the share options), adjusted for any expected changes to
future volatility based on publicly available information.

Share options were granted under a service condition. The
condition has not been taken into account the fair value
measurement of the services received on the grant date.
There were no market conditions associated with the share
options granted.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SHARES

During the six months ended 30 June 2008, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
listed shares of the Company.

CORPORATE GOVERNANCE

The Company has adopted the code provisions set out in the
Code of Corporate Governance Practices (the “Code”) as stated in
Appendix 14 to the Rules of Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
As far as the Code is concerned, the Company complies with all
aspects of the Code except for the Code of A.2.1 regarding the
separation of roles of chairman and president (chief executive
officer) which, in the Board’s opinion, would not be appropriate
for adoption by the Company. The chairman and president (chief
executive officer) of the Company are performed by the same
individual, @ZEM&84c4E (Mr. Zeng Yunshu). The Board meets
regularly to consider major matters affecting the operations of
the Company. The Board considered that this structure does not
impair the balance of power and authority between the Board and
the management of the Company and believes that this structure
enables the Group to make and implement decision promptly
and efficiently, therefore, the Board are of the view that the role of
chairman and president (chief executive officer) of the Company
can be performed by the same individual.
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AUDIT COMMITTEE

The Audit Committee comprises three members, all being
independent non-executive directors of the Company. The Audit
Committee has reviewed the unaudited interim financial report for
the six months ended 30 June 2008.

The unaudited interim financial report of the Company for the
six months ended 30 June 2008 have been reviewed by the
Company’s external auditor KPMG, in accordance with the Hong
Kong Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the
Entity” issued by the HKICPA.

REMUNERATION COMMITTEE

The Company has established a Remuneration Committee with
written terms of reference to set out its authority and duties.
The Remuneration Committee comprises two independent non-
executive directors and one executive director.

NOMINATION COMMITTEE

The Company has established a Nomination Committee with terms
of reference to set out its authority and duties. The Nomination
Committee comprises three members, being all independent non-
executive directors of the Company.

CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by directors. On specific enquiries made, all directors
have confirmed that they have complied with the required standard
as set out in the Model Code, during the six months ended 30 June
2008.
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