Chairman’s Statement &%

BUSINESS OVERVIEW

The year 2006 marked significant progress in the business development of
Hong Long Holdings.

During the past years, the Group saw large increase in the strength, brand
value and competitive advantages in its operation with the joint efforts of
all staff, and achieved satisfactory results and performance. For the year
ended 31 December 2006:

o Revenue up 251% to RMB521 million

o Profit up 1,000% to RMB698 million

o Profit (before “Increase in fair value of investment properties” of
RMB566 million less “Deferred tax” of RMB85 million) up 279% to
RMB218 million

o Basic earnings per share up 1,017% to RMB0.67.

o Basic earnings (before “Increase in fair value of investment
properties” of RMB566 million less “Deferred tax” of RMB85
million) per share up 281% to RMBO0.21.

The Company was successfully listed on the main board of the Stock
Exchange of Hong Kong Limited (”Stock Exchange”) on 22 February 2007
and net proceeds of approximately RMB467 million were raised. The Share
Offer received overwhelming support from Hong Kong and international
investors, with168 times over-subscription recorded for the Public

Dear Shareholders,

| have pleasure to present the first annual
report of Hong Long Holdings Limited (“Hong
Long Holdings” or the “Company”) and its
subsidiaries (the “Group”) for the year ended
31 December 2006.
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Offer. Our successful listing enabled the Group to get access into the

international capital market, forming a new platform in providing sufficient

capital for the Group's future development. The Group will further increase

its land bank in Southern China in the future, and focus on the development

of high quality mid-market residential and commercial complexes to cater

for the market needs.

DIVIDEND

The Directors do not recommed any payment of final dividend for the year

ended 31 December 2006.

BUSINESS REVIEW

The Group has been holding the principle of “innovation creates the future”

in its real estate development business,
emphasising on project design of its
property developments and continued its
focus on the development of mid-market
residential and commercial properties,
at the same time, diversifying to the -
commercial property leasing business |

which will provide stable recurring income,

enlarge our customer base and reduce "'"
market concentration risks, so as to excel

those conventional real estate developers. ‘

o PRrOPERTY DEVELOPMENT BUSINESS
The Group is principally engaged
in the development of property
projects in Guangdong Province.
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(Show flat of the residential unit of Hong Long Plaza
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In 2006, Guangdong Province experienced a relatively fast
economic growth, stronger purchasing power and a continuous
buoyant property market. According to the Bureau of Statistics of
Guangdong Province, the GDP in Guangdong increased by 14.1%
in 2006, its per capita disposable income of urban residents rose
by 8.4%; the sales amount of commodity housing during the year
increased by 19.5%, GFA sold increased by 9.0%, and the average
selling price of commodity housing of the whole province rose by
11.9%, of which the average price in Shenzhen rose by 25.3%. The
vacancy rate of residential and commercial properties decreased by
19.22% and 12.72% respectively. Favorable external environment
created good conditions for the Group’s development. (Source:
Bureau of Statistics of Guangdong Province)

During 2006, the Group completed the development of Hong Long
Plaza situated at Bao'an district of Shenzhen with total construction
area on completion amounted to 172,630 square meters. Residential
units of 71,860 square meters and shops of 2,141 square meters
have been delivered to owners. The remaining shops of approximate
3,743 square meters will be sold in 2007 and 58,153 square meters
will be retained by the Group as investment property.
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(Baorun Ornament Materials Mall E A& AT EHK)

In addition, during the year, the Group disposed of the entire
Hong Long High-tech Industrial Park (2SR T &) project
in Bao'an with a total construction area of 237939 square meters
to an independent third party. Sale proceeds from the transaction
amounted to RMB328,356,000, generating a profit of approximately
RMB120,053,000 for the Group.

LEASING BUSINESS

The Group has been engaged in property leasing business
since 2001 for securing more stable income, reducing market
concentration risks and enhancing the market value of the Group’s
own investment properties, so that it can excel other conventional
real estate developers.

In 2006, the Group's leasing business experienced rapid growth.
Its Gang Long City Shopping Centre (BEHEYH L) officially
commenced business. As at the end of the year, its leasing business
covered large-scale professional indoor ornament materials mall,
community shopping arcade, large-scale shopping center etc. to
meet the needs of various sectors in the market. As compared
with last year, leasing area significantly increased. As at the end
of the year, leasable commercial area amounted to 87,160 square
meters, income from leasing business increased significantly to
RMB20,892,000 for the year, representing an increase of 13% from
last year.

LAND RESERVES

Land reserves are indispensable resources for the business of
property developers. In order to maintain sustainable development
of the Group, Huizhou Yintaida Company Limited (BEMEZREE
BBR/AF)), a subsidiary of the Group, acquired a new piece of land
situated at Boluo County of Huizhou through tender in a public
auction, with site area of approximately 54,022 square meters.

(1) As of 31 December 2006, the Group owned 7 parcels of land,
6 parcels of which were situated in Huizhou, Guangdong,
1 parcel was in Meizhou, Guangdong. Total site area was

(Ganglong City Shopping Centre #EFIEIEYIH0)
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530,000 square meters, and estimated total floor area will be
1,260,000 square meters.

(2)  As of 31 December 2006, the land for Shenzhen Yinghua
Baoxing Building (RYIHEEE KE) project which was
owned as to 85.71% by the Group was in the process
of obtaining the relevant State-owned Land Use Right

Certificate.

(3) It should be noted that the Group has accelerated the
replenishment of its land reserves starting from 2007. We are
now actively negotiating with a number of business partners
with an aim to increase land reserves through public tender,
cooperation with local property developers or acquisition of
property companies. At the same time, the Group will take a
secure and prudent approach in investment, carefully evaluate
and analyse during the process of increasing its land reserves,
in order to keep any possible risk under control.

FURTHER DEVELOPMENT

On 6 April 2007, the Group successfully bidded the Yifeng Plaza (%
J&35), which is situated in Luohu district of Shenzhen, through public
auction held by Land and Housing Trade Centre (ZIITTHEER S
F0) in Shenzhen. Yifeng Plaza covers GFA of approximately 70,354
square meters comprising retail shops, office building, residential
building and underground car park of approximately 8,858 square meters,
46,857 square meters, 4,127 square meters, and 10,512 square meters
respectively. With a view to taking advantage of the continuous economic
growth of Shenzhen, the Group considers it is an instant opportunity to
have a new source of income upon the time when selling the properties
after renovation work.

PROSPECTS

The Group is well prepared for the various measures imposed by the
PRC government on property market. As for the enforcement of Land
Appreciation Tax (“LAT"), the Group has made full provision in its existing
projects and in the budget for coming projects. As for the regulatory
issues, the Group sees the policies will lead to consolidation amongst
smaller and less-competitive developers. The group is able to capitalize on
such immerse opportunities emerging along with the market adjustments.

Based on its success in recent years and the listing on 22 February
2007, the Group is well positioned to increase its market share and to
become one of the leading property developers in Guangdong Province,
the PRC. With China's rapid economic growth, continued rise in people's
disposable income and accelerated urbanization, the Group expects ample
opportunities in China’s property market.
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Finally, | would like to take this opportunity to express my sincere
appreciation to our fellow directors for their valuable advice, to
shareholders and customers for their support and to our staff for their

dedicated and persistent work.

ZENG Yunshu
Chairman

Hong Kong, 24 April 2007
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