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The Group is principally engaged in the property development of
mid-range residential and commercial properties as well as leasing of
commercial properties in Guangdong Province. The Group has already
built its reputation in Shenzhen. The Group actively provides residential
housing with innovative design to its target customers who are people
from middle class pursuing high quality living. The target customers of
its leasing business of commercial property are local or overseas famous
chain stores, department stores, supermarkets and food, entertainment
and hairdressing service enterprises.

During the period under review, the Chinese government implemented
a series of stringent macro-economic regulatory measures, such
as the central bank raising interest for individual residential loan
(commercial loan), the 9 ministries and commissions of the State
Council issued a joint document providing quantization requirement
on house area, proportion in building of smallersized apartments, first
payment for new housing etc, bringing forward the “90 square meters
and double 70% " requirement. The State also strengthened land
management control, prohibited land speculation activities, imposed
full tax on individual housing that are transferred within 5 years from
its purchase, regulated and limited foreign capital’s entering into the
property market, etc., to cool down the over-heated property market.
Despite of such measures taken, the GDP of Guangdong province
in 2006 amounted to RMB2,596.9 billion, representing an increase
of 14.1% from the corresponding period of last year. The per capita
disposable income of Guangdong province and Shenzhen city were
RMB16,016 and RMB22,567 respectively, representing an increase of
8.4% and 5% from last year respectively. Benefited from strong economic
growth in the region and rapid urbanization construction, in addition to
common people’s pursuit for better living condition, the need for property
remains strong. (source: Bureau of Statistics of Guangdong Province)
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In 2006, the average selling price per square meter of commaodity housing
in Guangdong province was RMB5,314, representing an increase of
11.9% from 2005. Particularly, the selling price of commodity property in
Shenzhen rose by a bigger percentage with the average selling price per
square meter amounting to RMB9,384, representing an increase of 25.3%
from last year. In addition, the sales amount of commodity housing in
Guangdong province during the year was RMB249.1 billion, representing
an increase of 19.5%. A total of 51,060,000 square meters of GFA sold,
representing an increase of 9.0%. Furthermore, the investment amount
of property development in China in 2006 amounted to RMB1,938.2
billion, representing an increase of 17.6% from last year. (source: Bureau of
Statistics of Guangdong Province).

In respect of property development, the Group will continue its focus on
the development of mid-market properties with fair design and quality
to cater for customer’s needs. As to leasing business, in addition to
the provision of general property management service provided, the
Group also has a professional management team responsible for market
research, advertisement and marketing activities and arrangement of
unified improvement and make selections on potential tenants with their
reputation, business nature and size as considering factors, so as to meet
the strategic positioning of commercial property operation. As a result, all
businesses of the Group achieved fair growth in 2006.

FINANCIAL REVIEW

OvERALL PERFORMANCE

In 2006, the Group sold development properties of approximately 74,000
square meter. The Group sustained a relative healthy level of profit margin
and financial structure. Basic earnings per share assuming that the
1,036,100,000 shares in issue as at the date of this report were in issue
throughout 2006 and 2005 was RMBO0.67 (2005: RMBO0.06). Basic earnings
(before “Increase in fair value of investment properties” of RMB566
million less “Deferred tax” of RMB85 million) per share, assuming that the
1,036,100,000 shares in issue as at the date of this report were in issue
throughout 2006 and 2005 was RMBO0.21 (2005: RMBO0.06).

OPERATING REsuLTS

The turnover in 2006 was approximately RMB521.0 million (2005:
RMB148.5 million). The substantial increase was mainly due to the
increase in floor area delivered upon completion of Hong Long Plaza in
late 2006. The net profit attributable to the equity holders of the Company
of approximately RMB699.0 million comprised of RMB115.6 million,
RMB102.0 million and RMB481.4 million for operating profits, gain on
disposal of Hong Long High Technology Park and fair value increase in
investment properties after all taxes respectively.
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The gross profit margin in 2006 was about 51% (2005: 62%). The change
in gross profit margin was mainly due to the sale mix of properties. In
2005, approximately 11,667 square meters and 2,685 square meters of
residential units and refail shops in Harbour City were sold. While in 2006
approximately 80 square meters of retail shops in Harbor City, 71,860
square meters of residential units and 2,141 square meters of retail shops
in Hong Long Plaza were sold. The selling price for retail shops and thus the
gross profit margin is much higher than residential units.

One of the key achievements in 2006 was the completion of Hong Long
Plaza in late 2006. It strengthened the Group’s properties portfolio by
increasing the leasable floor area of approximately 58,513 square meters
and recurrent cash flow was generated from property rental income and
management fee.

There was no material acquisition and disposal of subsidiaries and
associated companies in 2006. Subsequent to year end, the Group
acquired the remaining 6.37% equity interest in Shenzhen Hong Long
Commercial Management Company Limited (“Hong Long Commercial”)
for a consideration of RMB680,000. After this acquisition, Hong Long
Commercial became a wholly-owned subsidiary of the Group. Hong Long
Commercial is the operating arm for property leasing business.

On 2 February 2007 the Group exercised its right under an equity transfer
agreement dated 8 August 2006 in relation to the acquisition of the
further 49% equity interest in Huizhou Yintaida Company Limited for a
consideration of RMB85 million. Upon the completion of the registration
procedures, Huizhou Yintaida Company Limited will become a wholly-
owned subsidiary of the Group. The registration procedures are still in
progress up to the date of this report.

Liauipity, FINANCIAL RESOURCES AND GEARING
Cash and cash equivalents as at 31 December 2006 amounted to RMB31.5
million (2005: RMB 3.7 million).

The Group had total borrowings of approximately RMB470.3 million as
at 31 December 2006 (2005: RMB 226.2 million). The borrowings to be
repayable within one year were approximately RMB470.3 million (2005:
RMB 126.2 million), and the Group's total bank loans and other borrowings
divided by total assets as at 31 December 2006 was 27% (2005: 27%).

As at 31 December 2006, the Group had current assets of approximately
RMB738.8 million (2005: RMB 594.3 million) and current liabilities of
approximately RMB818.2 million (2005: RMB 576.9 million).
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Following the listing on 22 February 2007 the Company raised net funds
of approximately RMB467 million. This has further improved the financial
position of the Company.

The management is comfortable that when opportunities of land bank
acquisition arise in future and require additional funding, the Group is
able to utilise its internal reserve and debt financing to satisfy necessary
funding requirement. In view of the current gearing position, the
management also believes that the Group is in a good position to obtain
debt financing on favourable terms.

CHARGE ON ASSETS

As at 31 December 2006, bank loans of approximately RMB140 million
were secured by certain bank deposits, investment properties and building
held for own use of the Group of approximately RMB8.0 million, RMB69.5
million and RMB2.7 million respectively.

On 5 October 2006, a wholly owned subsidiary of the Company, Access
Achievement Limited (“Access”), issued a zero coupon convertible note
(“Convertible Note") and a zero coupon loan note (“Loan Note”) of US$8
million and US$17 million respectively. The Convertible Note and Loan Note
were secured by the entire issued share capital of Access and the paid-
up capital of Hong Long Properties (Shenzhen) Company Limited (“HL
Properties”). Pursuant to the relevant deed of release, 71% of the issued
share capital of Access and 71.78% of the paid-up capital of HL Properties”
have been released from charge upon partial settlement of US$8 million in
March 2007

Exposure To FLucTuATIONS IN ExCHANGE RATES AND RELATED HEDGES

The Group’s monetary assets, loans and transactions are principally
denominated in Renminbi. The appreciation in the currency value of the
Renminbi contributed positively to the Group’s bottom line. The Group did
not engage in any derivative activities and did not commit to any financial
instruments to hedge its balance sheet exposure in 2006.

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, the Group had no material contingent liabilities as at 31
December 2006.
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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.

EmpPLOYEES

As at 31 December 2006, the Group had a staff force of approximately
162. Of this, most were stationed in Mainland China. 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 as fully disclosed in the
Prospectus). Total staff costs incurred in 2006 was up 6.9% to RMB4.6
million.
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