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Notes to the Financial Statements Bf 7% 3R 3 M=t

1. ORGANISATION AND BASIS OF PREPARATION

1. ARk M R L

(a)

(b)

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

The financial statements for the year ended 31 December
2006 comprise the company and its subsidiaries (together
referred to as the “group”).

The group adopts reverse acquisition accounting, rather than
following its legal form, in the preparation of its financial
statements for the years ended 31 December 2005 and
2006. The directors consider that Hong Long Properties
(Shenzhen) Company Limited is the accounting parent during
the years ended 31 December 2005 and 2006. Details of the
companies comprising the group are set out below:
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1.  ORGANISATION AND BASIS OF PREPARATION (CONT’D)

1.

AL e A L e (4)

(b)

Basis of preparation (Cont'd)

Name of
company

WEAFAR

Access Achievement
Limited

Hong Long Properties
(Shenzhen)
Company Limited
(formerly “Shenzhen
Hong Long Industrial
Company Limited”)

BEDE () ERAR

(R
BEEXARAF)

Place and

date of
incorporation/
establishment
ML/ B
HERAE

The British

Virgin Islands
(incorporated on

2 December 2005)
EERNES
(2005

12 A2 B

Shenzhen, the PRC

(established on

28 September 2000)

HRELR

(520006
9A28AML)

Place of
operation
Eeng

Shenzhen, the
People’s Republic
of China

(“the PRC")
hEARARE
(TE))

&

Shenzhen,
the PRC
RERI

Issued/

paid up capital
B&f

BAER

US$10,000
10,000% 7T

RMB88,600,000
AR%
88,600,000

(b) MRHEEE(E)

Percentage
of equity
attributable
to the company
RARER
BRAM Principal
Direct Indirect activities
ER 524 TEER
% %
100 - Investment
holding
RARR
- 100 Property
development
and property
investment
FHERER
NERE

Legal form

EERA

Private limited
liability company

RABRAH

Wholly
foreign-owned
enterprise

NERALS

Hong Long Holdings Limited JERE1= R AR A &l

Annual Report 2006 —

FEAETH

43



44

Notes to the Financial Statements Bf 7% 3R 3 M=t

1.

ORGANISATION AND BASIS OF PREPARATION (CONT’D)

1.

ALk % A LR e ()

(b)

Basis of preparation (Cont’'d)

Name of
company

WEARAR

Shenzhen Yinghua
Development
Company Limited

RYTREER
ERARLA

Huizhou Yintaida
Company Limited

BNmHRREES
BRAT

Shenzhen Hong Long
Commercial
Management
Company Limited

RYTBERR
ERARAA

Place and

date of
incorporation/
establishment
TR/ L
WHRAH

Shenzhen, the PRC
(established on

6 May 1998)
RERI
(1998
5A6B/KL)

Huizhou, the PRC
(established on

23 December 2002)
R
(2002

12 A23 AR

Shenzhen, the PRC
(established on

18 February 2001)
HELR
(32001

2 A 18 AR

Place of
operation
Ty

Shenzhen,
the PRC
RERI

Huizhou,
the PRC
R

Shenzhen,
the PRC
RERI

Issued/

paid up capital
BRfT/
BAER

RMB28,000,000
ARH
28,000,0007

RMB20,000,000
ARH
20,000,0007

RMB10,680,000
ARH
10,680,000 7

(Note (a)) The percentage of equity attributable to the company
changed from 88.95% to 93.63% in May 2006.

Intra-group balances and transactions, and any unrealised

profits arising from intra-group transactions, are eliminated

in full in preparing the consolidated financial statements.

Unrealised losses resulting from intra-group transactions are

eliminated in the same way as unrealised gains, but only to
the extent that there is no evidence of impairment.
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(b) MmAEE(E)

Percentage
of equity
attributable
to the company
RO
BRAMM Principal
Direct  Indirect activities Legal form
Ei i TEEH EERA
% %
- 86 Property Limited liability
development company
FHERE BRAR
- 51 Property Limited
development liability company
BHERE ARAA
- % Property Limited liability
(Note (a)) leasing and company
(Hi3E(a) sub-leasing BRAR
NEHERER
(M3 () AABEMERERD LR
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Notes to the Financial Statements Bf 7% 3% MiaE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2. EHERIBURMH

(a)

(b)

Statement of compliance

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

The HKICPA has issued a number of new and revised HKFRSs
that are effective or available for adoption for accounting
periods beginning on or after 1 January 2005. These new and
revised HKFRSs have been early adopted at the beginning of
the year ended 31 December 2003 and thus have no impact
on the financial statements of the group for the years ended
31 December 2005 and 2006. The group has not applied any
new standard or interpretation that is not yet effective for the
current accounting period (see note 37).

Basis of presentation of the financial statements

The financial statements is presented in Renminbi (“RMB”),
rounded to the nearest thousand, which is the functional
and reporting currency of the group. It is prepared on the
historical cost basis, except for investment properties (see
note 2(e)) which are stated at their fair value as explained in
the accounting policies set out below.

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

(a)

(b)
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

EEE R BORBEE (1)

(b)

(c)

Basis of presentation of the financial statements (Cont'd)

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

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of material
adjustment in the next year are discussed in note 36.

Subsidiaries and minority interests

Subsidiaries are entities controlled by the group. Control
exists when the group has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting rights
that presently are exercisable are taken into account.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases.

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

Hong Long Holdings Limited 3835 B R A &
Annual Report 2006 —ZZ X FF IR

(b)

(c)

B E RV AR UL ()

fhEt R RR IR EEEER -
SR AT ERTMRAZEERTH
M AIERET N &SRR -
EER R BRI FoRRARE - BIR
CHERIER S ki

EREEERERETEERF
BEARE R E R R b
B 2 7B B 765 R o R P 4 B 1 T R
PARIFES6 °

BRI R BRI ER

B 8 X B) T i AR R B AT R LY &
A e WAKEAERE —H QA
B 75 R 4 IR R DA 1 EL O B JE B
Hzs - BB AR REES - /£
BRETE PN 2t | S
A TITRNBEREES SZE B

A — el B /B8 X B B9 #%28 Th A 2 6 B
HE MR EEERARB AL
RARNERRMIBE®RES o

DERRERRYIERARRESR
(THEZXMEEBHEAR)
B R JE (G P B A B Y B S ISHE AD
o M E - AEBELREZE
TR A A E EREEIMER - A
BARSEERAAERMEBEMR
REMNANEME - PERRERZ
SIRtRA EEBBERANELS
7 - BBIRARAERTE AR
HE R - RAREEEANN D
FRRBRAERATBRANEAR
DET LB RERE AR AR
mEF A AR EE N HEE S X5
o



Notes to the Financial Statements Bf 7% 3% MiaE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. EHEHIBURME (4)

(c)

(d)

(e)

Subsidiaries and minority interests (Cont'd)

Where losses applicable to the minority exceed the minority's
interest in the equity of a subsidiary, the excess, and any
further losses applicable to the minority, are charged against
the group’s interest except to the extent that the minority
has a binding obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary subsequently
reports profits, the group’s interest is allocated all such profits
until the minority's share of losses previously absorbed by the
group has been recovered.

Loans from holders of minority interests and other contractual
obligations towards these holders are presented as financial
liabilities in the consolidated balance sheet in accordance with
notes 2(k), (I) or (m) depending on the nature of the liability.

In the company’s balance sheet, an investment in a subsidiary
is stated at cost less impairment losses (see note 2(h)).

Derivative financial instruments

Derivative financial instruments are recognised initially
at fair value. At each balance sheet date the fair value is
remeasured. The gain or loss on remeasurement to fair value
is charged immediately to profit or loss.

Investment property

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see note 2(g)) either
to earn rental income and/or for capital appreciation.

Investment properties are stated in the balance sheet at fair
value. Any gain or loss arising from a change in fair value or
from the retirement or disposal of an investment property is
recognised in profit or loss. Rental income from investment
properties is accounted for as described in note 2(r)(ii).

(c)

(d)

(e)

MBI RS BRRER (&)

fis %5 > SRR ER P A HE S 1 R R D B
PRERPAKT B N Rk AN ey i Es - AR
H#R 17 B AR (] DB IR P A RO #E
—FTEENAEEEET NG -
DERRBHRNE B ER AT ALE
HEIMZEAEFBER AP - 5
ZHB A RBERESRT - BIARE
EESESMAZGENNDE B
EREE SRR D BRI
ERELRHERL -

DEHBRRERTEAE ANERAR
ZERBANGHEEREMNZ
2(k) ~ (N (m)(REBHEEME)
REREERBREZINAMBE

& o

RARFRNBEERBRA - RN—H
/B8 2 ) 9 % 8 T LA B AR (LS
185 (RKTRE2(h) ©

PTEMBEE

PTEMBEEN S AR FERER
NEHEER - A TEEEHNAE
Bt 8 A T EMNKRES S E RN
BEmEME

o

o

REME

REMERES IR EEERRTS
B (RKE2(g) - BIEREUAS I
AR/ REREERN L g
%o

REVMENEERBERANATE
FI{E - WEAMEN D FEZB R
JEE Bk 5 BT EE AE VR T ES S S 1R
BIMEER TR - REMENTES
WOARIRPI E 2(r) (i) BERAHO 77 AT
o .

Hong Long Holdings Limited JERE1= R AR A &l

Annual Report 2006 =& & ;X F F 3R

47




48

Notes to the Financial Statements Bf 7% 3R 3 M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. LHERIBURMEHE (4])

(e)

(f)

Investment property (Cont'd)

When the group holds a property interest under an operating
lease to earn rental income and/or for capital appreciation,
the interest is classified and accounted for as an investment
property on a property-by-property basis. Any such property
interest which has been classified as an investment property
is accounted for as if it were held under a finance lease (see
note 2(g)), and the same accounting policies are applied to
that interest as are applied to other investment properties
leased under finance leases. Lease payments are accounted
for as described in note 2(g).

Property that is being constructed or developed for future use
as investment property is classified as investment property
under development and stated at cost less any impairment
losses (see note 2(h)) until construction or development
is complete, at which time it is reclassified as investment
property at fair value. Any difference between the fair value of
the property at that date and its previous carrying amount is
recognised in profit or loss.

Property, plant and equipment

The following items of property, plant and equipment
are stated in the balance sheet at cost less accumulated
depreciation (see below) and impairment losses (see note
2(h)).

- buildings held for own use which are situated
on leasehold land, where the directors consider
impracticable to split the cost into leasehold land and
buildings; and

- other items of plant and equipment.

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined as
the difference between the net disposal proceeds and the
carrying amount of the item and are recognised in profit or
loss on the date of retirement or disposal.
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Notes to the Financial Statements B} #& 3R 3% M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(f)

Property, plant and equipment (Cont’d)

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight-line method over their
estimated useful lives as follows:

- Buildings situated on Over the shorter of the
leasehold land unexpired term of lease

and their estimated

useful lives,

being no more than 40

years after the

date of completion

- Leasehold improvements Over the shorter of the
unexpired term

of lease and their

estimated useful lives,

being no more than 20

years

- Furniture, fixtures and 5 years
equipment

- Motor vehicles 5 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

(f)
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Notes to the Financial Statements Bf 7% 3R 3 M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 2. EEEFIBURMEE (4)
(g) Leased assets (g) HEEE
(i) Classification of leased assets () HEEESH

AEBRBEHERANEE
i A #B {0 P G A L S
HEEAREEETIIERE
MEHERBEE - ABA
BB 0 AT A A L o B o] ¥R 88 =
AEBOHEERIZIEDZERL
EIHE o AT

Assets that are held by the group under leases which
transfer to the group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the group are classified as operating leases, with the
following exceptions:

50

property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property
on a property-by-property basis and, if classified
as investment property, is accounted for as if
held under a finance lease (see note 2(e)); and

land held for own use under an operating lease,
the fair value of which cannot be measured
separately from the fair value of a building
situated thereon at the inception of the lease,
is accounted for as being held under a finance
lease, unless the building is also clearly held
under an operating lease. For these purposes,
the inception of the lease is the time that the
lease was first entered into by the group, or
taken over from the pervious lessee, or at the
date of construction of those buildings, if later.
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Notes to the Financial Statements Bf 7% 3% MiaE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(g) Leased assets (Cont'd)

(ii)

(iii)

Assets acquired under finance leases

Where the group acquires the use of assets under
finance leases, the amounts representing the fair value
of the leased asset, or, if lower, the present value of the
minimum lease payments, of such assets are included
in property, plant and equipment and the corresponding
liabilities, net of finance charges, are recorded as
obligations under finance leases. Depreciation is
provided at rates which write off the cost of the assets
over the term of the relevant lease or, where it is likely
the group will obtain ownership of the asset, the life of
the asset, as set out in note 2(f). Impairment losses are
accounted for in accordance with the accounting policy
as set out in note 2(h). Finance charges implicit in the
lease payments are charged to profit or loss over the
period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining
balance of the obligations for each accounting period.
Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.

Operating lease charges

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

The cost of acquiring land held under an operating
lease is amortised on a straight-line basis over the
period of the lease term except where the property is
classified as an investment property (see note 2(e)).
Information on accounting policies for land held under
operating leases for development for sale is provided in
accounting policy note 2(i)(i).
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

EEEHHBORBEE (4])

(g) Leased assets (Cont'd)

(iv)

Amortisation of leasehold land

The cost of acquiring land held under operating leases
is amortised on a straight-line basis over the lease
term. If the property is in the course of development,
the amortisation charge is included as part of the costs
of the property under development. In all other cases
the amortisation charge for the period is recognised in
profit or loss immediately.

(h) Impairment of assets

(i)

Impairment of trade and other receivables

Investments in trade and other current receivables
that are stated at cost or amortised cost are reviewed
at each balance sheet date to determine whether
there is objective evidence of impairment. If any such
evidence exists, any impairment loss is determined and
recognised as follows:

- For trade and other current receivables and other
financial assets carried at amortised cost, the
impairment loss is measured as the difference
between the asset's carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition of these
assets), where the effect of discounting is
material.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of impairment losses is limited
to the asset's carrying amount that would have
been determined had no impairment loss been
recognised in prior years.
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Notes to the Financial Statements B} #& 3R 3% M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(h) Impairment of assets (Cont'd)

(ii)

Impairment of other assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be impaired
or an impairment loss previously recognised no longer
exists or may have decreased:

- investment in subsidiaries;

- property, plant and equipment; and

- investment properties under development.

If any such indication exists, the asset's recoverable
amount is estimated.

- Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price and value in use.
In assessing value in use, the estimated future
cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of time value
of money and the risks specific to the asset.
Where an asset does not generate cash inflows
largely independent of those from other assets,
the recoverable amount is determined for the
smallest group of assets that generates cash
inflows independently (i.e. cash-generating unit).
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

EEEHHBORBEE (4])

(h)

Impairment of assets (Cont'd)

(i)

Impairment of other assets (Contd)

Recognition of impairment losses

An impairment loss is recognised in profit or
loss whenever the carrying amount of an asset,
or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-
generating unit (or group of units) and then, to
reduce the carrying amount of the other assets
in the unit (or group of units) on a pro rata basis,
except that the carrying value of an asset will
not be reduced below its individual fair value less
costs to sell, or value in use, if determinable.

Reversals of impairment losses

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals of
impairment losses are credited to profit or loss in
the year in which the reversals are recognised.
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Notes to the Financial Statements B} #& 3R 3% M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(i)

Inventories

Inventories in respect of property development activities are
carried at the lower of cost and net realisable value, except
for the land portion which is accounted for as set out in note
2(g)(iv). Cost and net realisable values are determined as
follows:

(i) Properties for future development and under
development for sale

The cost of properties for future development and
under development for sale comprises specifically
identified cost, including the acquisition cost of land,
aggregate cost of development, materials and supplies,
wages and other direct expenses and borrowing
costs capitalised (see note 2(t)). Net realisable value
represents the estimated selling price less estimated
costs of completion and costs to be incurred in selling
the property.

(ii) Completed property held for sale

In the case of completed properties developed by the
group, cost is determined by apportionment of the
total development costs for that development project,
attributable to the unsold properties. Net realisable
value represents the estimated selling price less costs
to be incurred in selling the property.

The cost of completed properties held for sale
comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the properties to
their present location and condition.
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

EEEHHBORBEE (4])

(i)

(k)

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost less impairment
losses for bad and doubtful debts (see note 2(h)), except
where the receivables are interest-free loans made to related
parties without any fixed repayment terms or the effect
of discounting would be immaterial. In such cases, the
receivables are stated at cost less impairment losses for bad
and doubtful debts (see note 2(h)).

Convertible notes

Convertible notes which do not contain an equity component
are accounted for as follows:

At initial recognition the derivative component of the
convertible notes is measured at fair value and presented
as part of derivative financial instruments (see note 2(d)).
Any excess of proceeds over the amount initially recognised
as the derivative component is recognised as the liability
component. Transaction costs that relate to the issue of the
convertible notes are allocated to the liability and derivative
components in proportion to the allocation of proceeds.
The portion of the transaction costs relating to the liability
component is recognised initially as part of the liability. The
portion relating to the derivative component is recognised
immediately in profit or loss.

The derivative component is subsequently remeasured
in accordance with note 2(d). The liability component is
subsequently carried at amortised cost. The interest expense
recognised in profit or loss on the liability component is
calculated using the effective interest method.
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Notes to the Financial Statements Bf 7% 3% MiaE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(k)

U]

(m)

(n)

Convertible notes (Cont'd)

If the note is converted, the carrying amounts of the derivative
and liability components are transferred to share capital and
share premium as consideration for the shares issued. If the
note is redeemed, any difference between the amount paid
and the carrying amounts of both components is recognised
in profit or loss.

Interest-bearing borrowings

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

Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities, measured in
accordance with note 2(g)(i), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition.
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

EEEHHBORBEE (4])

(o)

Employee benefits

(i)

Salaries, wages, annual bonuses and staff welfare are
accrued in the year in which the associated services are
rendered by employees of the group. Where payment
or settlement is deferred and the effect would be

(o)

BEREA

i) %<& I8 FERSRESB
TRMRAEEER R HHE
BIRBSEEARR - 2T
SN B EZERATER

material, these amounts are stated at their present BEARE AIZEHEUR
values. B%I)3k -

(i)  Contributions to appropriate local defined contribution (il BREFAZBRFEREWHE
retirement schemes pursuant to the relevant labour &/ SRFHENERBDE

rules and regulations in the PRC are recognised
as an expense in profit or loss as incurred, except
to the extent that they are included in investment
properties under development and/or properties

i 0 R 3R 2 St RO AR IR i
HIN - RIBTFEEBE TR
Bl B 5% AR & b i@ & 1) SUE
R BE RN

under development for sale not yet recognised as an EERTEEaANERAX
expense. i o
(p) Income tax (p) FIBH

Income tax for the year comprises current tax and

movements in deferred tax assets and liabilities. Current

FARNPTSHBIEARHIR RRLT

MEEHRAEERBENEE IR
BEARER  BIFBERERST
EREIAR - AR T AR

tax and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised directly in equity, in which case
they are recognised in equity.

AR HIBIR AT A PR B
A RERAREHE AR ARAE
B E A B B B
T+ 3 B 4 0B
B -

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the balance sheet date, and any adjustment to tax payable
in respect of previous years.
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Notes to the Financial Statements Bf 7% 3% MiaE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(p)

Income tax (Cont'd)

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

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future taxable
profits that may support the recognition of deferred tax assets
arising from deductible temporary differences include those
that will arise from the reversal of existing taxable temporary
differences, provided those differences relate to the same
taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods
into which a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences
support the recognition of deferred tax assets arising from
unused tax losses and credits, that is, those differences are
taken into account if they relate to the same taxation authority
and the same taxable entity, and are expected to reverse in
a period, or periods, in which the tax loss or credit can be
utilised.

The limited exceptions to recognition of deferred tax assets
and liabilities are the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit (provided
they are not part of a business combination), and temporary
differences relating to investments in subsidiaries to the
extent that, in the case of taxable differences, the group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is probable that they
will reverse in the future.
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

EEEHHBORBEE (4])

(p)

Income tax (Cont'd)

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

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

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

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the company or the group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

- in the case of current tax assets and liabilities, the
company or the group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or
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Notes to the Financial Statements Bf 7% 3% Mt e

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. FBHEEFBORBE (A)

(p) Income tax (Cont'd)

in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a
net basis or realise and settle simultaneously.

(q) Financial guarantees issued, provisions and contingent
liabilities

(i)

Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (the
“holder"”) for a loss the holder incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Where the group issues a financial guarantee, the
fair value of the guarantee (being the transaction
price, unless the fair value can otherwise be reliably
estimated) is initially recognised as deferred income
within trade and other payables. \Where consideration
is received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the group’s policies applicable to
that category of asset. Where no such consideration
is received or receivable, an immediate expense is
recognised in profit or loss on initial recognition of any
deferred income.
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Notes to the Financial Statements Bf 7% 3R 3 M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. EHREFBORME (H)

(g) Financial guarantees issued, provisions and contingent
liabilities (Cont'd)

(i)

(i)

Financial guarantees issued (Contd)

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

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the group and the company has
a legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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Notes to the Financial Statements Bf 7% 3% MiaE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. BHEEFBORBE (A)

(r)

Revenue recognition

Provided it is probable that the economic benefits will flow
to the group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in profit or loss as
follows:

(i)

(ii)

(iii)

Sale of properties

Revenue from the sale of properties is recognised in
profit or loss when the significant risks and rewards
of ownership have been transferred to the buyers. The
group considers that the significant risks and rewards
of ownership are transferred when the properties
are completed and delivered to the buyers. Revenue
from sale of properties excludes business tax and
other sales related taxes and is after deduction of any
trade discounts. Deposits and instalments received on
properties sold prior to the date of revenue recognition
are included in the balance sheet as receipts in
advance.

Rental income from operating leases

Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where
an alternative basis is more representative of the
pattern of benefits to be derived from the use of the
leased asset. Lease incentives granted are recognised
in profit or loss as an integral part of the aggregate
net lease payments receivable. Contingent rentals are
recognised as income in the accounting period in which
they are earned. Revenue excludes business tax or
other sales related taxes.

Interest income

Interest income is recognised as it accrues using the
effective interest method.
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

R BORBEE (4])

(s)

(t)

Translation of foreign currencies

Foreign currency transactions during the year are translated
into Renminbi at the exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign
currencies are translated into Renminbi at the exchange rates
ruling at the balance sheet date. Exchange gains and losses
are recognised in profit or loss.

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

Borrowing costs

Borrowing costs are expensed in profit or loss in the period
in which they are incurred, except to the extent that they are
capitalised as being directly attributable to the acquisition,
construction or production of an asset which necessarily
takes a substantial period of time to get ready for its intended
use or sale.

The capitalisation of borrowing costs as part of the cost of
a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset for
its intended use or sale are interrupted or complete.
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Notes to the Financial Statements B} #& 3R 3k M=t

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2. BHEEFBORBE (A)

(u)

Related parties

For the purposes of these financial statements, a party is
considered to be related to the group if:

(ii)

(iii)

(iv)

(v)

(vi)

the party has the ability, directly or indirectly through
one or more intermediaries, to control the group or
exercise significant influence over the group in making
financial and operating policy decisions, or has joint
control over the group;

the group and the party are subject to commmon control;

the party is an associate of the group or a joint venture
in which the group is a venturer;

the party is a member of key management personnel
of the group or the group's parent, or a close family
member of such an individual, or is an entity under the
control, joint control or significant influence of such
individuals;

the party is a close family member of a party referred
to in (i) or is an entity under the control, joint control or
significant influence of such individuals; or

the party is a post-employment benefit plan which is for
the benefit of employees of the group or of any entity
that is a related party of the group.

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

(u)

BEEAL

IAMBHREMS » ER—T0E
ATNER - AR RAKE 2 BEA
+:

(i) %H%ﬁL—ii%§¢ﬂ
NF]  ERESEEESI RS

B - SIS R A BUROR
RAEHAEBITEEANY

29 AHAREHARER

(i) AEBERZHAKZIE=
77 Ey R

(iii) %—7’7‘7%2!&%!5’] ik /NG|

(iv) Z—IRAEENHERERE
AB  HARBHERE
ﬁﬁ%A%%%wm%%&

C SRR AREH]
ﬂiﬁiﬁ%% §%=

v) BRI ERZ

KRB » XU AFEH
HRAEHKIEEAZENE
B2 X

i) B—AIRAEERIERASE

BEEATHEAERNE
B4 1 T R O BE BB 12 1 AU /T
&

Lﬁﬁﬁ%&ﬁﬁ%%i B
BiiRE REYEBIZRKEKE -
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Notes to the Financial Statements Bf 7% 3R 3 M=t

e

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

2.

R BORBEE (4])

(v)

Segment reporting

A segment is a distinguishable component of the group that
is engaged either in providing projects or services (business
segment), or in providing projects or services within a
particular economic environment (geographical segment),
which is subject to risks and rewards that are different from
those of other segments.

In accordance with the group’s internal financial reporting
system, the group has chosen business segment information
as the primary reporting format and geographical segment
information as the secondary reporting format for the
purposes of these financial statements.

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis to that
segment. Segment revenue, expenses, assets, and liabilities
are determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances
and transactions are between group entities within a single
segment. Intersegment pricing is based on similar terms as
those available to other external parties.

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one
period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, tax balances,
corporate and financing expenses.
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Notes to the Financial Statements B} #& 3R 3k M=t

3. TURNOVER 3. B¥EH
The principal activities of the group are property development and AEBNEEERAMERBERER
property leasing. g-
Turnover represents income from sales of properties and rental EEHATEEEEBRADRZ BN AF
income and management fee during the year net of business tax and ERAMNEENERARBSBARER
other sales related taxes and discounts allowed, after eliminating ER(EMBREETREMEER@HE
intra-group transactions. RATH) ©
2006 2005
RMB’000 RMB’000

ARBFT ARETTT

Sales of properties SHEME 500,148 129,998
Rental income and management fee HeWAKREEER 20,892 18,543
521,040 148,541
4, GAIN ON DISPOSAL OF PROPERTIES UNDER DEVELOPMENT 4 l’:H %%% EP% %%%ﬁ
During the year, the group disposed its properties under REAFERN AEBLHEEERYY
development, Hong Long High Technology Industrial Park, ¥EESMETIXE  BRARARYK
for a consideration of RMB328,356,000. During the year, 328,356,0007C - RAFERN + HFHA
RMB80,000,000 was settled and the remaining consideration of K # 80,000,000 LB ZE &t - e T A
RMB248,356,000 will be settled in three instalments in 2007 A gain R # 248,356,000 T & & ZX # 72 2007 5
of RMB120,053,000 was resulted from the disposal. AEZHHE - BHEMEENKE B A

[K# 120,053,000 7T °

5.  OTHER NET INCOME 5. It ss F A
The amount represents net exchange gain. ZEFRIEINEE B H A F o
6.  OTHER REVENUE 6. FHAbUA
2006 2005
RMB’000 RMB'000

AR®BTT ARETTT

Commission income [EERON - 1,822
Compensation income B EWA 1,390 -
Interest income FEWA 1,974 802
Others HA 404 500

3,768 3,124
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Notes to the Financial Statements Bf 7% 3R 3 M=t

7.  PROFIT BEFORE TAXATION 7. BRBLETER A
Profit before taxation is arrived at after charging/(crediting): BRE SR B, GEA) ¢
2006 2005
RMB’000 RMB'000

AR®BFT ARETIT

(a)  Finance costs @  BEKE
Interest on bank loans and other ARAFAZEE
borrowings wholly repayable ENRITER R
within five years HiEEF S 36,953 15,708
Less: borrowing costs capitalised into: B EERARERNMES
investment properties under BERPIREYHE
development and properties RAESHE AR
under development for sale * R (13,783) (15,347)
23,170 361
* The borrowing costs have been capitalised at a rate of 6.14% — * BEERRAND BB %E6.14% =6.93%
6.93% per annum (2005: 5.22% - 6.34%). (2005%F : 5.22%%6.34% ) K FFIEE
A e
(b)  Staff costs ) EBIFEAK
Wages, salaries and other staff costs IE  HFekEMEIKA 4,595 4,298
Including: B
Retirement scheme contributions RONEHEIEER 317 218
Employees of the group’s subsidiaries are required to AREEBRHBAREE B IM A TIK
participate in a defined contribution retirement administered TERB LKL TRaETENRSZ - K
and operated by the local municipal government. The group’s EEAMEB AR iR 5 T RFRRB
subsidiaries contribute funds which are calculated on certain ETIEHRERETIEAS LT ENEHRER
percentage of the average employee salary as agreed by HEEHZT UREERKABIRHESR
the local municipal government to the scheme to fund the & o
retirement benefits of the employees.
The group has no other material obligation for the payment of M it EEHZRIN  NEEEEZ
retirement benefits associated with these schemes beyond EHEEENEME NS NERKREF®
the annual contributions described above. H5E o
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BB A e A1 (A

7.  PROFIT BEFORE TAXATION (CONT’D) 7.

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

(c)

Other items

Amortisation of leasehold land
Less: amounts capitalised into:
— investment properties
under development
— properties under
development for sale

Depreciation

Total amortisation and depreciation

Auditors’ remuneration

Net gain on disposal of property, plant and
equipment

Operating lease charges in respect of
sub-leased properties

Cost of inventories sold

Rental income from investment properties
Rental income from sub-leased properties

Gross rental income
Less: direct outgoings *

Contingent rental income

Direct outgoings represent operating lease charges in respect

A IR

THE T ge
W EBEMER
—BRPEREME

— R ERIERE
SEEYES

e

B NI E
ZEEE S
HEME - BEK
R T EE
ELERYE Jaobd
HEEM
BEEFERA

REMEMNBES A
ERYENOES KA

HHESUWA
W B

HAEE

of sub-leased properties and management fee expenses.
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BN SR, GEA) - (&)

2006 2005
RMB’000 RMB'000
ARBFT ARETT
3,041 2,856
(305) (489)
(1,452) (1,163)
1,284 1,204
1,692 1,600
2,976 2,804
856 182

= (6)

10,690 7,695
246,872 47,963
(3,405) (995)
(17,487) (17,548)
(20,892) (18,543)
11,009 7,994
(9,883) (10,549)
(108) (271)

BERRAEEANECEHEERARE

BB -
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Notes to the Financial Statements Bf 7% 3R 3 M=t

8.  INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT 8. FEAAIEEN M AR
(a)  Taxation in the consolidated income statement represents: (a) FEFMERAMMEEE
2006 2005
RMB’000 RMB'000

Current tax ZNER AR 18

Provision for PRC Enterprise Income Tax AN [E Hf Bl (b3
for the year FriS T2

Land Appreciation Tax for the year NS+ I (ERL

Deferred tax IEREBLIR

Increase in fair value of wEMENTE
investment properties Eop:yili

No Hong Kong Profits Tax has been provided for as the group
has no estimated assessable profits in Hong Kong. Provision
for PRC Enterprise Income Tax is computed according to
the relevant rules and regulations in the PRC. The applicable
income tax rates of the subsidiaries within the group were
15% to 33% throughout the year (2005: 15% to 33%).

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.

AR®BFT ARETIT

43,468 13,726
78,360 =
121,828 13,726
84,951 1,088
206,779 14,814

FH A 7 £ [ 7A & 75 I 4 AT ] (i 5T PR AR B
WA - I ERBEBEBELE®E -
B 1 3 AT AS A 2E 4 O AR 4R R B4R B 4R
BIRABIETE - AEBHOHREBRRREA
EMEBREHEAR15% E£33%
(20054 : 15% =33%) °

AREBHEEMEENYEBR T HER
HEIE LA 30% £ 60% K 2 HE T R BN T i
BER  REGERG - THEERT
R EMEMGRER AT NHERAS (B
THFERELESL  BERARA
MEZERFAZ)FE °
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8. INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT 8. HAEFHEENMEER (5)
(ConT’D)
(o)  Reconciliation between tax expense and accounting profit at (b) IHEARERFENHES HESE
applicable tax rates: i A ) SRR
2006 2005
RMB’000 RMB’000
ARET T AREFIT
Profit before taxation B 75 B g A 905,045 79,110
Notional tax on profit before taxation, BRYIFE15% T EA
calculated at 15% in Shenzhen READR AN BETIE 135,757 11,867
Tax effect of different rates in FEE M RF R & 7Y
other locations MIBRE 2,956 159
Tax effect of non-taxable revenue BAARBRANTIEZZ (16) (14)
Tax effect of non-deductible expenses DR TR IE R & 690 2,622
Tax effect of unused tax losses R T LARER T IE BB EER
not recognised IR 2 346 =
Utilisation of previously unrecognised B BER T ARERAY
tax losses HiIEESIE%E - (75)
Land Appreciation Tax T HIIZ(ER 66,606 -
Others Hi 440 255
Actual tax expense BERHRIES N 206,779 14,814
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Notes to the Financial Statements Bf 7% 3R 3 M=t

9.  DIRECTORS’ REMUNERATION 9. EHHMNE
Director’s remuneration disclosed pursuant to section 161 of the RIBEB RSB 161 IKATIERENEZS
Hong Kong Companies Ordinance is as follows: BEaT -
Basic
salaries,
housing
allowances
and other
allowances and
benefits in kind Retirement
HAge scheme
Directors’ EER Discretionary contributions 2006
fees AR bonuses IR Total
f£2 0k EUEF HEfd HELLS &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARBTTL ARETT ARETT ARBTL

Executive directors HirEs

MrYunshu ZENG SERLA - 165 235 n an
Mr Sheng ZENG LHLE - 59 24 6 306
Ms Qingdong YE EEFLL - 180 120 6 306
Mr Junxin QUYANG BlBEmLE - 63 47 4 14
Dr Qinchun HAN BRERT - - - - -
- 467 643 27 1,137

Basic

salaries,

housing

allowances

and other

allowances and

benefits in kind Retirement
HAHS scheme
Directors' EER Discretionary contributions 2005
fees HipZBE T bonuses &I Total
20k ENER BETEL HE[5A &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTL AREBTT ARETTL ARETT ARETR
Executive directors HirEs

Mr Sheng ZENG LHLE - 72 228 6 306
Ms Qingdong YE -l e - 180 120 6 306
Mr Junxin OUYANG BB RAEE - 63 27 4 9%
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10. INDIVIDUALS WITH HIGHEST EMOLUMENTS 10. Hm4e AN+
Of the five individuals with the highest emoluments, three (2005: hEsEmMEeATzF  DRIE=H
two) are directors whose emoluments are disclosed in note 9. The (20054 : MAB)RESE + EBESRHE9
aggregate of the emoluments in respect of the other two (2005: WEE - EeAm A (20054 : =%) AL
three) are as follows: B&@BHT -
2006 2005
RMB’000 RMB'000
ARBTR ARETT
Salaries and other emoluments e REMMES 264 306
Discretionary bonuses BIESEAT 236 244
Retirement scheme contributions RIRET IR 12 17
512 567
The emoluments of the two (2005: three) individuals with the H#HmA (20055 : =8 MEmEAA
highest emoluments are within the following bands: THMEEERT
Number of individuals
EEEE
2006 2005
RMBNil to RMB1,000,000 AREEZ L= ARY1,000,0007T 2 3
During the year, no emoluments have been paid by the group to the RAFERN ASEHRERES 5k
directors, senior executives or any of the five highest individuals as THRABSERNAZZRHHMMHALS
an inducement to join or upon joining the group or as compensation NS - EARSIHEEMARE B KR
for loss of office. IIAZRER B B ) SE B ok B Bk e 1 o
11. PROFIT ATTRIBUTABLE TO EQUITY SHAREHOLDERS OF THE 11. jié—\\ﬁj %ﬁ*ﬁﬁA}@{l’j?ﬁﬁ%u
COMPANY
The consolidated profit attributable to equity shareholders of the RABERFEABRBGRNEEARKE
company includes a profit of RMB Nil (2005: RMB Nil) which has TIL (20054 : ARBEZIT) B0RF © %
been dealt with in the financial statements of the company. A E RN R B W B HRE R o
12. DIVIDENDS 12. B8

No dividend has been approved and declared by the group during the
years ended 31 December 2006 and 2005.

AL E 2006 5F 2 20055 12 A 31 B 1L/
fEFEA - 2 5 B3 &3 E K& Sk E [
RS e
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Notes to the Financial Statements Bf 7% 3R 3 M=t

13.

BASIC EARNINGS PER SHARE

13. R A KA

14.

The calculation of basic earnings per share for the year ended 31
December 2006 is based on the profit attributable to equity holders
of the company of RMB698,969,000 (2005: RMB63,531,000) during
the year and the 1,036,100,000 shares in issue as at the date of
these financial statement as if the share were in issue throughout
the entire years ended 31 December 2005 and 2006. No diluted
earnings per share amount has been disclosed as no dilutive events
existed during the year.

SEGMENT REPORTING

14.

HE2006F12A31HIEEFENERE
RAFDBEBEAFEARNABREFH
AFEAE % A R # 698,969,000 7T (2005
£ AR¥63,531,0007T) * LA RAARE
T5$R % B E317/91,036,100,000 A% % 15
FTE (IR D R & E 2005 F & 2006 F
12 A31 BIEMEFERNEEIT) - BRA
FEATECANEESG  REEKE
BREERANNSE -

G il i

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 activities are largely carried out in
the PRC.

Business segments

The group comprises the following main business segments:
—  Property development:  development and sale of properties
leasing of investment properties

and sub-leased properties
and provision of related

—  Property leasing:

management service
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Notes to the Financial Statements B #& 35 3k i 5 -

14. SEGMENT REPORTING (CONT’D) 14. s (8)
Business segments (Cont'd) DI (&)
Inter-
segment
Property Property elimination
development leasing 2382 Consolidated
FEih AR YIRS YIRS o)

RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARBTRE AR®TE ARETR

Year ended 31 December 2006 EZ20065F12831H
IEFE

Revenue from external customers INRE FURA 500,148 20,892 = 521,040
Segment results DEPELE 355,901 2,924 = 358,825
Unallocated operating income R famEe

and expenses WA KA 2,615
Profit from operations H SR F 361,440
Increase in fair value of REYEANTFE

investment properties AL 0 - 566,343 - 566,343
Change in fair value of AR EIRITAE

derivative component of B AT EZE

convertible note 432
Finance costs RUE A A (23,170)
Profit before taxation BR A AT 42 ) 905,045
Income tax Frig it (206,779)
Profit for the year REE R F 698,266
Amortisation and depreciation B NITE 2,559 417 - 2,976
As at 31 December 2006 720065 12H31H
Segment assets DEPEE 595,125 1,110,570 (75,988) 1,629,707
Unallocated assets REED B EE 119,767
Total assets REE 1,749,474
Segment liabilities HEEE 207,906 32,365 (75,988) 164,283
Unallocated liabilities REDTERMEE 740,768
Total liabilities mBE 905,051
Capital expenditure incurred FIEAMNEARS T 279,702 214,113
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14. 43 &R (48)

14. SEGMENT REPORTING (CONT D)

Business segments (Cont'd) D E (&)
Property Property
development leasing Consolidated
FEHiERE WMERE oy
RMB'000 RMB'000 RMB'000
ARBTT AREFTT ARETT
Year ended 31 December 2005 HZE2006912 831 HILFE
Revenue from external customers IVREEWA 129,998 18,543 148,541
Segment results DEPELE 65,845 5,324 71,169
Unallocated operating income REDBRLERA
and expenses KA 1,062
Profit from operations £ s ) 72,221
Increase in fair value of investment BEYFE R TFERIZAN
properties - 7250 7250
Finance costs RUE AN (361)
Profit before taxation BRAR A 52 A 79,110
Income tax Frig it (14,814)
Profit for the year REE R A 64,296
Amortisation and depreciation BIERITE 2,330 474 2,804
As at 31 December 2005 7200512 831H
Segment assets DEEE 433,575 285,761 719,336
Unallocated assets REEDTEMEE 106,516
Total assets REE 825,852
Segment liabilities DEEE 405,153 8,291 413,444
Unallocated liabilities ReenEMBE 265,310
Total liabilities masE 678,754
Capital expenditure incurred FIEAMNEARS T 224,996 118,705
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15. PROPERTY, PLANT AND EQUIPMENT

15. W& - Wi Kt

Cost:

At 1 January 2006
Additions

At 31 December 2006

Accumulated depreciation:

At 1 January 2006
Charge for the year

At 31 December 2006

Net book value:

At 31 December 2006

A

720061 A1H
NE
M2006512A318
REHE
720061 A1H
KEEHE

R2006512A31H

SR FE |

R2006512A31H

The group
AEH
Buildings Furniture,
held for fixtures and
own use Leasehold equipment Motor
#EEA  improvements FE #E vehicles Total
BT HEEE & AE @5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARET AR¥ETT AR¥ET T AR¥TT ARET T
3,470 2,145 1,446 3,841 10,902
- 82 133 426 641
S 3410 . 221 ASB 4261 . n543
(567) (751) (617) (1,771) (3,706)
(171) (499) (270) (752) (1,692)
I (738) . (1250 (887) _____258) (5:398) _
2,732 977 692 1,744 6,145
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15. PROPERTY, PLANT AND EQUIPMENT (CONT’D) 15. W3 ~ Wi Mokt (48)
The group
K&EE
Buildings Furniture,
held for fixtures and
own use Leasehold equipment Motor

#{EEA  improvements FiE KB vehicles Total

BT HEXE R& Jar:d a5t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT ARETT AREFT

Cost: B :

At 1 January 2005 200551 A1H 4,17 851 1,217 4,207 10,446
Additions NE - 1,294 229 - 1,623
Disposals HE (701) - - (366) (1,067)
At 31 December 2005 M2006%F 12310 3470 2145 1446 3/ 10,902
Accumulated depreciation: ZNE

At 1 January 2005 #2005F1A18 (440) (319) (388) (1,333) (2,480)
Charge for the year AEEHE (205) (432) (229) (734) (1,600)
Written back on disposal HE D) 78 - - 296 374

At 31 December 2005 M2006%12A318 (5(_52)__________(7_5_1_)_________£6_1_72________(1_,_7?1_) ________ (_3_,2(26_)__
Net book value: SREFE

At 31 December 2005 R2005%12A31H 2,903 1,394 829 2,070 7196
The group’s buildings held for own use and on lease of 40 years in 20064 2005 12 A31H » A"&
the PRC were pledged against a bank loan as at 31 December 2006 RAERFIEERAREERRI0FHEF
and 2005, details of which are set out in note 22. EEBTRITUBERITER - HFBH

AT EE 22 ©
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16. INVESTMENT PROPERTIES 16. HEWH#
The group
REE
2006 2005
RMB’000 RMB'000

ARBFT ARETT

At 1 January R1A1H 54,300 47050
Transferred from investment properties ERAERPREYE
under development (note 17) (Bf5E17) 904,000 =
Additions NE 38,747 -
Fair value adjustment NEEFAE 7,453 7250
At 31 December R12A31H 1,004,500 54,300
(a)  All investment properties of the group were revalued as at 31 (a) AEEMRBREYEE2006F 12
December 2006 by an independent firm of surveyors, Knight A31BE A HEHEEYEN
Frank Petty Limited, who has among their staff Fellows of ERBEEATHRLROEEAZ6M
the Hong Kong Institute of Surveyors with recent experience S8 X2 8 REENELIEM
in the location and category of property being valued, on an THGRIETERTT B IR A AR IR A F
open market value basis calculated by reference to net rental MZEBE2ER S WAFEILE &
income allowing for reversionary income potential. ATREME R IAE -
(o)  The analysis of fair value of investment properties is as (b) HEMENAFEIWHT :
follows:
The group
rEE
2006 2005
RMB’000 RMB'000

AR®BFT ARETT

In PRC, held on leases of R ATSE RS
— Over 50 years — HBiB504F 962,000 54,300
— Between 10 and 50 years —10F £50F 42,500 =

1,004,500 54,300
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16.

INVESTMENT PROPERTIES (CONT’D)

16. &M (4)

(c)

Investment properties leased out under operating leases

The group leases out investment properties under operating
leases. Except that certain leases are with no specific terms,
all other leases run for an initial period of one to twenty years,
with an option to renew the lease after that date at which time
all terms are renegotiated. All the leases have no contingent
elements as at 31 December 2006.

All properties held under operating leases that would
otherwise meet the definition of investment properties are
classified as investment properties.

The group'’s total future minimum lease payments under non-
cancellable operating leases from investment properties are
receivable as follows:

Within 1 year —FR
After 1 year but within 5 years —FRERFR
After 5 years hFE

Certain investment properties of the group were pledged
against the bank loans as at 31 December 2006 and 2005,
details are set out in note 22.

Hong Long Holdings Limited 3835 B R A &
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(c)

(d)

(e)

REQEREHENREDE

AEBERBELEHELAKED
¥ o BRE T LI R RN
FrEREMBHNIT AR —Z==1
FRAZBEGEZER - MER
FT B &R AT E R 157 © 72006
F12A31H FTEHEEHTEH
AREE -

EMEREELHERE  1LH
EEMTEANTERENENTER
BREEME -

REBERBEIABEROEEHEER
REWFEA BREEORERER
TRAERRIAT ¢

The group
#EE

2006 2005
RMB’000 RMB’'000
AR¥T T ARETT
25,388 753
104,420 3,011
288,075 9,596
417,883 13,360

20064 &% 2005412 A31H * &K
SEETREMESERITERE
2 o FIBENMEE22 -



17. INVESTMENT PROPERTIES UNDER DEVELOPMENT 17. BRhEy¥E
The group
rEE
2006 2005
RMB’000 RMB'000
ARET T ARETT
At 1 January R1A1H 170,044 52,207
Additions NE 175,066 117837
Increase in fair value NFEE 558,890 -
Transferred to investment properties (note 16) &G EWE (HfizX16) (904,000) =
At 31 December ®12A31H - 170,044
The analysis of carrying value of leasehold land included in BREEERPEEMEANEE TR
investment properties under development is as follows: AEIWHET :
The group
REE
2006 2005
RMB’000 RMB'000
ARET T ARETT
In PRC, held on leases of R LN REFE
— Over 50 years — HBiB504F - 30,089
18. INVENTORIES 18. 8
The group
AEE
2006 2005
RMB’000 RMB’000
ARBT T AREETTT
Properties for future development and R
under development for sale &GRS 86,119 270,387
Completed properties held for sale BEHENE BT YE 15,873 276
101,992 270,663

Hong Long Holdings Limited JERE1= R AR A &l
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18. INVENTORIES (CONT’D) 18. #E& (#)

(a)  The analysis of carrying value of leasehold land included in (a) BEEHIERRFAZREESTY
properties for future development and under development for X EFRBEEENE R TYEANRHE
sale and completed properties held for sale is as follows: ELEEBESNAT ¢

The group
REE
2006 2005
RMB’000 RMB'000
AR¥ET T ARETT
In PRC, held on leases of FE - LAY EFS
— Over 50 years —BiB504F 70,235 67996
— Between 10 and 50 years —10F £50F 4,323 26,325
74,558 94,321

(b)  The amount of properties for future development and under (b) FEERRBB—FLAEH AT E IR A
development for sale expected to be recovered after more ERARAEREEFYENSES
than one year is analysed as follows: ranw

The group
REE
2006 2005
RMB’000 RMB'000
ARET T ARETT
Properties for future development and HH SRR
under development for sale RERPYIE 60,640 57265
All of the other inventories are expected to be recovered FEEMmFERBE —FAE
within one year. B o

(c)  Certain completed properties held for sale of the group were (c) 20054128318 ' AEBET
pledged against the bank loans as at 31 December 2005, FEHENERTIYECHERTE
details of which are set out in note 22. HER 2 o FIEHRMEE22 -

(d) Certain portions of the group's properties for future (d) AEBEETHILERKRAZRER

development and under development for sale were pledged
against a bank loan drawn by an affiliated company of
one of the group’s minority shareholders. Under this
arrangement, the equity interest of that minority shareholder
in that subsidiary was held by the group as collateral. As
at 31 December 2006, the carrying value of such pledged
properties was RMB18,896,000 (2005: RMB18,896,000). The
pledge was released subsequent to year end.

Hong Long Holdings Limited 3835 B R A &
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FYEARERAEE - LHK
RARAE AR EIREAIIRITE K ©
BIRZLHE %8 D BRREZ M
BARMWKREBRASEERFEAE
I, - A2006F 12 A318 %
ZEHEFMENEREARARE
18,896,000 7L (2005 F : A R ¥
18,896,0007T) ° RMFKE + ZiK
HEERER -
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19, JE SR ik S L Al JE WOk

19. TRADE AND OTHER RECEIVABLES

The group The company

AEE PN

2006 2005 2006

RMB’000 RMB'000 RMB’000

ARBT ARETT ARET R

Trade receivables (note(a)) FEUER R (I3 (a) 310,378 7764 =

Other receivables F i FEUTER 6,590 28,641 =

Loans and advances (note(b)) ERRBF (ML (o) 55,017 2,580 -

Prepayments (note(c)) TEfTBR AR (BT EE () 175,573 188,623 11,915

Amount due from a director (note(d)) /&K E =Rz (FiEE (d) 30,649 1,683 -
Amount due from a related FE UK B A BER X

company (note(e)) (FI&E(e)) = 5,506 =
Amounts due from minority FEUR VBT BR K

shareholders (note(e)) (FMI3E (e)) - 63,271 =

578,207 298,068 11,915

All of the trade and other receivables are expected to be recovered

& HA PR A I o AR e At R R TR —

within one year. FRUE -
(@)  Included in trade and other receivables are trade debtors with (a) EUWEREREESREWERREME
the following ageing analysis at 31 December 2006: WA - 2006512 A31 BHY
BRI AT T
The group
rEE

2006 2005

RMB’000 RMB'000

ARET T ARETT

Current or less than 90 days overdue BNHRsk 8 HA D F90 A 310,378 7564

181 to 365 days overdue #HE1812365H - 200

310,378 7764

Trade debtors include an amount in relation to the disposal of
Hong Long High Technology Industrial Park as set out in note

4.

The group’s credit policy is set out in note 28(a).

EWERBEAROESESHMRTE
B - EFBHRMES -

REE R EE BRI FE28(a) °
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19. TRADE AND OTHER RECEIVABLES (CONT’D)

19, JE R ik S Al JE WOk (%9)

(b)  The loans and advances which are made to business (b) HBTFEBBEALINERRBRA
associates are unsecured, interest free and repayable within IR - REMAR—ZXEAR
one to six months. B8 -

(¢)  Included in prepayments as at 31 December 2006 were (c) 20064 12A31H " BIEETE
prepayments for leasehold land cost of RMB89,128,000 NHRIEAEE L HENREBARE
(2005: RMB90,305,000). The leasehold land was held on 89,128,000 T (20054 : A K ¥&
lease of over 50 years in PRC. 90,305,0007T) ° & £ TR

Bl A BB B0 FEMFLATIEE -
(d)  The amount due from a director disclosed pursuant to section (d) IRIESHE D EEPIZE 1618 RFTH
161B of the Hong Kong Companies Ordinance is as follows: BHEWESERIOT ¢
2006 2005
RMB’000 RMB'000
ARET T ARETT
Mr Sheng ZENG DRSS 30,649 1,683
Maximum amount outstanding FRREERE
during the year Eofaient:l 31,583 1,683
The amount due from a director is unsecured, interest free FEWE SRR TVEER - TFHEA
and repayable on demand. ARBEREEE -

()  The amount due from a related company and minority (e) FEWEAEA A R HIRRRRT)E
shareholders were unsecured, interest-bearing at market IR BB B R EMAREK
rates and repayable on demand and has been repaid during RrEE  WERFAEE -
the year.

20. PLEDGED DEPOSITS 20. TG

(a)  Included in pledged deposits as at 31 December 2006 were (a) 2006412 A31H ' BIEHEFER
the group’s cash of RMB11,451,000 (2005: RMB11,834,000) BEAEERS AR 11,451,000
which were deposited with certain banks as guarantee 70 (20054 : A K % 11,834,000
deposits for the benefit of mortgage loan facilities granted by TL) e RERSDRETRIET
the banks to purchasers of the group’s properties. REEYEBFNRIEERBEE

BIREBRSTAZFIRT ©

(b)  As at 31 December 2006, deposits totalling RMB4,658,000 (b) H2006F12A31H ' BEFNZE
(2005: RMB2,000,000) were placed with banks for the EMEARTHEREXAAR
purposes of bills payable. # 4,658,000 7T (2005 F : AR

2,000,000 L) °
(¢) Included in pledged deposits as at 31 December 2006 were (c) HM2006F12A31H EEIFF

deposits totalling RMB8,000,000 (2005: RMB8,000,000)
pledged with a bank for a bank loan as set out in note 22.

Hong Long Holdings Limited 3835 B R A &
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20. PLEDGED DEPOSITS (CONT’D) 20. TG ()
(d)  Included in pledged deposits as at 31 December 2006 (d) M2006F12A31HWE KHF
was a rental deposit of RMB2,981,000 (2005: RMB Nil) HBERE-—REREMWENHE K
pledged with a bank received from a tenant in respect of an BT —HRIT AR 2,981,000 7T
investment property. (20054 : ARBZ L) MHEER
21. CASH AND CASH EQUIVALENTS 21. Bl&RBE&FEY
The group
rEE
2006 2005
RMB’000 RMB’000

ARBTT ARETTT

Cash at bank and in hand RITFER MRS 31,540 3,747
22. BANK LOANS AND OTHER BORROWINGS 29. $RATEAK K H AL B
The group
REE
2006 2005
RMB’000 RMB'000

AR®BFT ARETTT

Bank loans (note(a)) HRITEF (3 (@)
— secured — Bk 140,000 161,200
— unsecured — I 160,000 65,000
300,000 226,200
Convertible note (note(b)) AR R (MIRE (b)) 56,944 =
Loan note (note(c)) BERER (3 () 113,314 =
470,258 226,200
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22. BANK LOANS AND OTHER BORROWINGS (CONT’D) 22, SRATEK R A A 8 (A7)
(a) Bank loans (a) $RITER
At 31 December 2006, the bank loans which were all R2006F 12 A31 8  AARE:ST
denominated in Renminbi were repayable as follows: BEMRITEZAT :
The group
REE
2006 2005
RMB’000 RMB’000

ARBFT ARETIT

Within 1 year or on demand —F AR ERKEEE 300,000 126,200
After 1 year but within 2 years —FREMER - 100,000
300,000 226,200
At 31 December 2006, assets of the group secured against R 2006412 A31 H © A{EEIFIE
bank loans are analysed as follows: TERNAEBREESTAT ¢
The group
REE
2006 2005
RMB’000 RMB'000

AR®BFT ARETIT

Buildings held for own use REERAMEF 2,732 2,903
Investment properties A 69,500 24,760
Completed properties held for sale FEHEND R Ty = 276
Pledged deposits EHIRER 8,000 8,000

80,232 35,939

Hong Long Holdings Limited 3835 AR A &
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22. BANK LOANS AND OTHER BORROWINGS (CONT’D) 22, $RAT K B A B ()
(a) Bank loans (Cont'd) (a) $RITER(E)
The exposure of the group’s bank loans to interest-rate N 68 B /O T BG F R B g R bR HO 2R 1T
changes and the contractual repricing dates or maturity date BEREEGHNENEEH LI HA
whichever is earlier are as follows: (MEFHREE) AT :
The group
AEE
2006 2005
RMB’000 RMB’000

AR®BFT ARETTT

6 months or less 61E B3 A T 180,000 9,200
6 to 12 months 621218 A 80,000 85,000
1 to 5 years 1ZE54F - 100,000
260,000 194,200

The effective interest rates per annum at 31 December R12A3MBENEBEFEFENFT

ranged from: P& E
The group
AEH
2006 2005
% %
Bank loans IRITER 5.58 — 6.93 5.22 — 6.34
(b) Convertible note (b) TABBRERE

The group
REEH
2006
RMB’000
ARBTT
Principal amount N 63,260
Transaction costs R A (15,340)
Net proceeds FriS 558 47,920
Derivative component PTHEEMD (6,710)
Transaction costs and discount amortised B A R ITRE 16,538
Exchange differences EHZE5E (804)
Carrying amount at 31 December ®K12 A31 HRERE(E 56,944
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22. BANK LOANS AND OTHER BORROWINGS (CONT’D)

22, SRAT K S A A B (A)

(b)

Convertible note (Cont'd)

On 5 October 2006, Access Achievement Limited issued a
zero coupon convertible note (the “Convertible Note"”) for
a principal amount of US$8,000,000 (equivalent to RMB
63,260,000 at the issuance date) to an independent party.
The aggregate upfront fee and arrangement fee of the
Convertible Note amounted to US$1,940,000 (equivalent
to RMB15,340,000 at the issuance date). The Convertible
Note together with the loan note as set out in note 22(c)
were secured by the entire issued share capital of Access
Achievement Limited and entire paid-up capital of Hong Long
Properties (Shenzhen) Company Limited.

The value of the liability and the derivative components of
the Convertible Note was determined by an independent
firm of surveyors, RHL International Group, who have among
their staff Fellows of the Hong Kong Institute of Surveyors,
based on the Black-Scholes Option Pricing Model at the
issuance date of the Convertible Note. The assumptions
of the valuation of the conversion option embedded in the
Convertible Note are set out as follows:

Share price BRAD(EHE
Exercise price 1118
Expected volatility LN
Expected option life TE BRRE AR HAR
Expected dividends TEARRR B

A2 [ B 61| 2R

Risk-free interest rate

Hong Long Holdings Limited 3835 B R A &
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(b)

ARRRE ()

M 2006410 A5H * Access
Achievement Limited [[l—%& %5
=7 %1174 € /8,000,000
EX(HERRETHHHARE
63,260,000t ) T E AT AR =
BIB®BRERER] - IBRRER
WERERRZHEBREESH
1,940,000 T (HHERREITHE
KA R # 15,340,000 7T) ° AJ #2A%
R ERBNME22(c) HE R
5 Access Achievement Limited
2B BITRA RGEE ORI
BRARK 2B IRAFTER

ABBRERZ B ERITERDEE
1B 75 B B0 8 BB 1T KM T BB &
B (EEEREREBMASERS
BRER)NAREREETES
RIE[10 77 — TR | IR EER
AMERE - BENAHERRERMNL
B ERRRTIENT

HK$0.81

0.81%7T

HK$0.72

0.72%7T

0.1%

4 months

R(EDE!

3.71%
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22. BANK LOANS AND OTHER BORROWINGS (CONT’ D)

22. SRAT K S A B (A)

(b)

(c)

Convertible note (Cont'd)

The movement of the derivative component of the

Convertible Note is summarised as follows: T
The group
REHE
2006
RMB’000
ARETT
Value at the issuance date REITRHNEE 6,710
Change in fair value NEEZE) (432)
Exchange differences EHZE5E (280)
Value as at 31 December B2 A31 BHREE 5,998

Except for the change of risk-free rate from 3.71% to
3.48%, at 31 December 2006, the fair value of the derivative
component of the Convertible Note was valued based on the
same assumptions as set out above.

Upon the listing of the company’'s shares on the Stock
Exchange Hong Kong on 22 February 2007, the entire
Convertible Note was mandatory converted into 66,000,000
ordinary shares of the company in accordance with the
underlying terms of the Convertible Note.

(b) THRRREE (B

AR IR K0T £ H ) S BB

BERBHEH3.71% 2 53.48%
4N+ 7A20064F 12 A31 8B » Ak
ZERITEIM A TFERE X
FreEk MM R R 1T A o

AR AR5 R2007F2A22H
EREBHRIM EmME - AR
B =430 Aok il M - I AR B8 AT R
REEOEBERLRARQA
66,000,000 f& L@ (H °

Loan note (c) ERFEE
The group
REEH
2006
RMB’000
ARBTT
Principal amount N 134,427
Transaction costs R A (25,877)
Net proceeds FriSsF 58 108,550
Transaction costs amortised B HRAR 6,472
Exchange differences PE 5 ERR (1,708)
Carrying amount at 31 December ®K12A31 HRERE(E 113,314
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22. BANK LOANS AND OTHER BORROWINGS (CONT’D)

22, SRAT K S A A B (A)

(c)

Loan note (Cont'd)

On 5 October 2006, Access Achievement Limited issued
a zero coupon loan note (the “Loan Note") for a principal
amount of US$17.000,000 (equivalent to RMB134,427.000 at
the issuance date) to an independent party (the “Holder”). The
aggregate upfront fee and arrangement fee of the Loan Note
amounted to US$3,273,000 (equivalent to RMB25,877.000
at the issuance date). The Loan Note together with the
Convertible Note as set out in note 22(b) were secured by the
entire issued share capital of Access Achievement Limited
and entire paid-up capital of Hong Long Properties (Shenzhen)
Company Limited.

The principal amount of the Loan Note is repayable by
two instalments, being US$1,700,000 (equivalent to
RMB13,275,000) on 5 April 2007 and US$15,300,000
(equivalent to RMB119,473,000) on 5 October 2007 in
accordance with the underlying terms of the Loan Note. In
March 2007, US$8,000,000 was repaid to the Holder and
71% of issued share capital of Access Achievement Limited
and 71.78% of paid-up capital of Hong Long Properties
(Shenzhen) Company Limited were released from the charges
accordingly.
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(c)

BRERE (H)

M 2006410 A5H * Access
Achievement Limited [[l—%& %5
NE=FUHEADBTEAEA
17,000,000 % 7T (HHER R & ITH
HAm) A R #134,4270007T) B =
BEXRER([EXER]) - EXE
BREXREBARTHERBEA S
3,273,000 T (HHER R & /T H
Him A R#25,8770007T) ° B3
=8 ERHERME22(b) KA A
f%Z= 4% J5 8 Access Achievement
Limited 2 &2 BITIRAN RIS
Z= ORY) BR A 7] 8 2 5 EUE B A
FTHEHR -

BERERZENHEABKRR  BER
ZRNAE s MEBERN - E—H
20074 4 A5H {E+1,700,000
Ex(HER AR 13,275,000
JC) B —HiR 2007 F10 A5 HE
415,300,000 E T (FHER AR
119,473,0007T ) ° 200743 A -
48 AE(E1$8,000,0003 7T © M
Access Achievement Limited®JE
BEITIRAE) 71 % A KB b EE OF
I BRR BRI 71.78%
O3 3 AR FE M AR BR o
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23. TRADE AND OTHER PAYABLES AND ACCRUALS 23, WEATHRZK ~ oA FE A a3k &% HE 5T
The group The company
rEE % N/NE|
2006 2005 2006
RMB’000 RMB'000 RMB’000
ARBT T AREBTFT ARBT T
Bills payable e R & 4,500 2,000 -
Trade payables FERTERER 35,868 45,882 =
Other creditors and HE e
accrued charges KIEETE A 142,635 83,174 11,944
183,003 131,056 11,944
As at 31 December 2005, included in trade and other payables and 720054 12 531 B ERTBRR - EfpE
accruals were trade payables which were expected to be settled NREREFERREEAR —FEEE
after more than one year amounted to RMB23,108,000. I8 A R ¥ 23,108,000 7T ©
Included in trade and other payables and accruals are trade payables ENER - EMENRREFERERE
with the following ageing analysis as at 31 December 2006: FETBRFR - H R 20064F 12 A 31 A AIERER
DT :
The group
AEE
2006 2005
RMB’000 RMB’000
ARBT T ARETTT
Due within 90 days or on demand 90 H AE HAgk Bl EA 35,868 45,882
Other creditors and accrued charges of the company represent Hi e R R FET B BI5ES Access
amount due to Access Achievement Limited. The amount is Achievement Limited FUFEE © 25K B A
unsecured, interest free and has no fixed terms of repayment. SR -« BRIV EEEERE -
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24. RECEIPTS IN ADVANCE

24, FAWUIRZK

Receipts in advance represented of sales proceeds received from
buyers in connection with the group's pre-sales of properties. All
of the receipts in advance are expected to be recovered within one

BUERREAESEERENXBES
WER Y 85 5 PTAS AR PR A TR AR FRIR TR
HR—FRER -

year.

25. RENTAL AND OTHER DEPOSITS 25. FE KH b4
Included in rental and other deposits were RMB7,237,000 (2005: R2006F 12 A31BMHEREMIZSE
RMB1,758,000) which are expected to be settled after more than FEHEAN—FREERE B AR 7237000
one year as at 31 December 2006. All other rental and other deposits J0(20054F : AR¥51,758,0007T) © FTE
are expected to be settled within one year. EmMmAERAMRSHBHNR —FRE

26. INCOME TAX IN THE BALANCE SHEET 26. BEAMEMNIEH

(a) Current taxation in the balance sheet represents:

PRC Enterprise Income Tax B> AT E

Provision for the year AREF A

Provisional tax paid B EHHIE

Balance of tax provision relating R ATFENTIE
to prior years LR

Tax payable FERRRTE

Land Appreciation Tax THEIEEF

Provision for the year NEFEAEME

Provisional tax paid BT HTIE

Tax payable FERTRRIR

Hong Long Holdings Limited 3835 B R A &
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(a) EEEBERNABRHBERE :

The group
AEE

2006 2005
RMB’000 RMB’000
AR¥ETF T ARETT
43,468 13,726
= (176)
43,468 13,550
14,889 11,009
58,357 24,559
78,360 —
(1,047) =
77,313 =
135,670 24,559
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26. INCOME TAX IN THE BALANCE SHEET (CONT’D)

26. BERMERNAR (B)

(b)

(c)

Deferred tax liabilities arising from increase in fair value of
investment properties recognised as at 31 December are set
out as follows:

At 1 January R1A1H
Charged to profit or loss Jiei=Eneil |
At 31 December ®12A31H

Deferred tax assets not recognised

The group has not recognised deferred tax assets in respect
of tax losses of RMB1,047.000 (2005: RMB Nil) as it is not
probable that future taxable profits will be available against
which the losses can be utilised. The tax losses will be expired
in 2010 under current tax legislation.

(b) M12A31H G BEHEZHNIZREY
¥R ENENS BAELERBE

BEHIWAT :
2006 2005
RMB’000 RMB’000
AR®TT ARBTT
1,861 773
84,951 1,088
86,812 1,861

(c) REINELEHEEE

AREBVAFXREBERBARE
1,047,000 7 (2005 4F : A R¥Z
TO)ERELERIBEEE - BAKRK
AT B 12 B SR B s A A S S
18 - BIEEREBBRRITHRIEE
7 2010 FZIH -
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27. CAPITAL AND RESERVES 27. GA KMkt
(a) The group (a) A£HE
Minority
Share Merger ~ Statutory  Retained interests Total
capital  reserve reserve fund profits Total  YERE equity
KA GHERE  ieRE  REEA a3 B BREE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETT ARETR ARETT ARETT ARETR ARETR
At 1 January 2005 120051418 25,000 - 5,081 28,792 58,873 11,157 70,030
Profit for the year REEEH - - - 63,531 63,531 765 64,296
Transfer to statutory reserve fund BRELTRE - - 9,530 (9,530) - = =
Acquisition of a subsidiary BANE-HNEAT = = = = = 12,772 12,772
At 31 December 2005 120055124318
and 1 January 2006 R2006E1A18 25,000 - 14,61 82,793 122,404 24,694 147098
Profit for the year REEEH - - - 698969 698969 (703) 698,266
Norninal value of share capital AR B AR
of new subsidiary acquired HRAEE (24,979) 24979 - - - - -
Shares issued BRIk 59 - - - 59 - 59
Transfer to statutory BRETRRE
reserve fund - - 19,511 (19,511) - - -
Reserve utlised for acquisition BE—FNBAR
of additional interest in a BIMERFTHEN
subsidiary fif = = = (100) (100) (900) (1,000)
At 31 December 2006 20065124318 80 24,979 34,122 762,151 821,332 23,091 844,423
(b) The company (b) AAQF]
Share Accumulated
capital loss Total
[ 2itEie st
RMB'000 RMB'000 RMB'000
AREFTT ARETT ARBT T
Shares issued upon P AVAE Ty
establishment AR — — =
Loss for the year REEFHE - (29) (29)
At 31 December 2006 2006%12A31H = (29) (29)
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27. CAPITAL AND RESERVES (CONT’D)

27. AR K fi s ()

(c) Share capital

(i)

(ii)

(ii)

(iv)

(vi)

On 2 December 2005, Access Achievement Limited
was incorporated in the British Virgin Islands with an
authorised share capital of US$50,000 divided into
500,000 shares of US$0.1 each. On 19 December
2005, an aggregate of 25,800 shares were allotted and
issued at par.

On 28 March 2006, Access Achievement Limited
acquired the entire equity interest in Hong Long
Properties (Shenzhen) Company Limited. As a result
of the acquisition, Hong Long Properties (Shenzhen)
Company Limited became a wholly-owned subsidiary
of Access Achievement Limited.

On 20 July 2006, the company was incorporated in
the Cayman Islands with authorised share capital of
10,000,000 shares of HK$0.01 each. One nil-paid share
of HK$0.01 was issued and allotted to Codan Trust
Company (Cayman) Limited, which was transferred to
Grand Prosperity Limited on the same day. In addition,
the company issued 99 nil paid shares of HK$0.01 each
and allotted to Grand Prosperity Limited on the same
day.

On 19 September 2006, Access Achievement Limited
allotted and issued at par an aggregate of 74,200
shares. Upon completion of such allotment and
issue, an aggregate of 100,000 shares of Access
Achievement Limited was issued and allotted.

The share capital presented in the consolidated balance
sheet as at 31 December 2006 represents the share
capital of Access Achievement Limited.

The share capital presented in the consolidated balance
sheet as at 31 December 2005 represents the paid-up
capital of Hong Long Properties (Shenzhen) Company
Limited.

() BAE

(i)

(ii)

(i)

(iv)

(vi)

7200512 H2H * Access
Achievement Limited A%
BREIHSFMKTL  EE
i X %50,000% T © O &
500,000 f% & A% 0.1 7t iR
3o M20056F 12 A19H -
& 3£ 25,800 IR 7 IR EEER
BEREAT o

R20064E3 H28H ' Access
Achievement Limited Wi
IR E ORI BRA A
K2R AR o AR
g mEECRI) BRA
AR AAccess Achievement
Limited2 B HR AR °

M2006F7H208 ' A&
ARASESFEMKL - &
7E % 78 410,000,000 A&
f%0.01 B TR H < 1R &R
[ {80.01 7 7T & K #4 i X
i& 5 8 17 X BC % T Codan
Trust Company (Cayman)
Limited @ R R B &E#E T
Grand Prosperity Limited °
BEAN - RAREEATI9 R B AR
T8 0.01 78 7T & R SR AR
- WHE BB T Grand
Prosperity Limited °

R2006F9 5 19H * Access
Achievement Limited ¥z
B AC 8 K& % 17 & #£74,200
BRA& 1D o MEREREE REETT
Bf © Access Achievement
Limited & 2£ 100,000 A% A% 17
TETT RFLE o

R2006F 12 A31H & %
EEEREBEXREIHNRA
A Access Achievement
Limited BIRR AN ©

M 2005 12 A31 BM&GRE
BEABREINNRAES
R E ORIN) B R A RIH 8K
R o
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Notes to the Financial Statements Bf #& 3R 35 i3

27. CAPITAL AND RESERVES (CONT’D) 27. BEAR KMk (%)
(c)  Share capital (Cont'd) () MRA(#)
(vi)  The company's shares were successfully listed on the (vii) ANAERRGD 2007 F2 A 22
Stock Exchange on 22 February 2007, H 7B 22 PRk LD £ o
The following table set out the movement of share TREBEADABRARLEE
capital of the company subsequent to year end up to =R N B =R ok
the date of these financial statements: g :
HK$'000 RMB'000

BT T ARBTT

Shares issued on 31 January 2007 M 2007 €1 A 31 HETRG

(note 33(i)) (B3 33(0)) 840 832
Shares issued pursuant to the BIRE AN BT T 28R D

capitalisation issue (note 33(ii)) (B 5E 33(ii)) 6,000 5,941
Shares issued pursuant to the BB IREEE M EIT 2R

Global Offering (note 33(iii)) (B & 33¢Gii)) 2,500 2,475
Shares issued pursuant to the BREIR TR E R M BT 2 R

conversion of the Convertible Note (B 5E33(iv))

(note 33(iv)) 660 653
Shares in issue upon listing on #2007 2 A 22 H ETHE

22 February 2007 BEBETZ2’RHG 10,000 9,901
Shares issued upon the exercise of the — E{T{EBEEACARME T 31T 2 IX1D

overallotment option (note 33(v)) (FF5E33(v)) 361 357
Shares in issue up to the date of A3k B B TR D

these financial statements 10,361 10,258

Hong Long Holdings Limited 3835 B R A &
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27. CAPITAL AND RESERVES (CONT’D)

27. AR KAt (A1)

(d) Nature and purpose of reserve

(i)

(ii)

Merger reserve

The merger reserve represents the difference between
the nominal value of shares of the subsidiary acquired
over the nominal value of the shares used by the
company exchange thereafter.

Statutory reserve fund include the following items:

Statutory surplus reserve

According to the PRC Company Law, the PRC
subsidiaries of the group are required to transfer 10%
of its profit after taxation, as determined under PRC
Accounting Regulations, to statutory surplus reserve
until the reserve balance reaches 50% of the registered
capital. The transfer to this reserve must be made
before distribution of a dividend to shareholders.

Statutory reserve fund can be used to make
good previous years’ losses, if any, and may be
converted into share capital by the issue of new
shares to shareholders in proportion to their existing
shareholdings or by increasing the par value of the
shares currently held by them, provided that the
balance after such issue is not less than 25% of the
registered capital.

Statutory public welfare fund

Prior to 1 January 2006, according to the then PRC
Company Law, the PRC subsidiaries of the group
were required to transfer 5% to 10% of its profit
after taxation, as determined under PRC Accounting
Regulations, to the statutory public welfare fund. This
fund could only be utilised on capital items for the
collective benefits of the company’s employees such
as the construction of dormitories, canteen and other
staff welfare facilities. This fund was non-distributable
other than in liquidation. The transfer to this reserve
must be made before distribution of a dividend to
shareholders. The directors had resolved to transfer 5%
of the current year’s profit after taxation to the fund in
previous years.

(d) RENEERER

(1)

(1)

=i

& OF R T 45 P YR B0 BT B
ARBENOEERRRRS
FARRME(E 2 e =5 -

EEREE BN TER:

EENER

BEBEFBERRE  AEER
PR BAREZRTEE:
B A H R A SR &
10% BEEZEELES B
ERHEEHRERFMER
H)50% ° BEERIE = I TE {7
BB D IR B F AR F AT
fEH -

FEEREEF BAEHERE
FEMEBER(WNE): BB
BRI B FIE MR %
TR A7 S8 IN 5% 5 AR 5
BERMNEEREEAESE
BB HERZEITER
HESRTSONEMEARD
25% °

EE RN E

MR 2006F1 818287 1R
BEROREARE A&
E /) BB R BRS E
SR HE - SHBRBE T
H15% £ 10% BREEETE R
e WEESHARAR
AIETERBEMNNEAREE
(EEEE  ZEREM
BITRAEZM) o BRRIEE
B WEESHTADIK °
ER AR LIEEENER
DR E FREATEL ° R
RIENEF - ERE R RERR
RERFEREMNN%EWHE
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27. CAPITAL AND RESERVES (CONT’D)

27. FAR K fii s ()

(d)

Nature and purpose of reserve (Cont'd)

(i)

(i)

Statutory reserve fund include the following items:

(Contd)

Statutory public welfare fund (Cont'd)

From 1 January 2006, according to the revised PRC
Company Law, the PRC subsidiaries of the group are
not required to make such transfers. The directors
resolved to transfer the statutory public welfare fund of
RMB4,871,000 as at 1 January 2006 to retained profits
which is in compliance with the PRC Company Law.

Distributability of reserve

For dividend purposes, the amount which the company
and its subsidiaries can legally distribute by way of a
dividend is by reference to the profits as reflected in
their PRC statutory financial statements prepared in
accordance with PRC GAAR These profits differ from
those reflected in these financial statements, which are
prepared in accordance with HKFRSs.

Upon listing of the company’s shares on the SEHK,
dividends will be distributed out of the group's net
distributable earnings, which represent the lower of the
net profit as determined in accordance with PRC GAAP
and HKFRS, less allocations to the statutory reserve
fund.

As at 31 December 2006, the reserve available
for distribution was RMB294,765,000 (2005:
RMB72,251,000).

Hong Long Holdings Limited 3835 B R A &
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(d)

RENEER B (F)

(1)

(i)

EERETEEUTER:
(%)

EERmE (B)

200651818 ' REE
BETNHREARE  AN&EH
M B E AR BAEZ
LR - EEEEAN 2006
FIAVBEEERHmEAR
# 4,871,000 T E B ERE
wmA AR EA R
RIFETE ©

B 173 R 1 1

SR E - AR EREM
BRARRSERED KRB S
B - D2REERPH
ARG ERRE N T BE
SE B 75 3R 3% P IR BR B9 i )
BT o %% M E AR IS
RIFRRODR - AR
WK RN HIRE R BB
WEERMARE -

Rp A B O B D FE B B Bt 22
BT - BB RSB
AHYIREFNFRDIK 5
RIRBEPERBEFER R
8 B 15 3 5 2R R P E RO
i AR BE E R D BLE
EEREEHES °

W 200612 8318 -
AESERNFEHEAARE
294,765,000 7T (2005 4F :
AR#72,251,0007T) °



28.

Notes to the Financial Statements Bf #& sk &R MisE

FINANCIAL INSTRUMENTS

28. &M@ T H

Exposure to credit, liquidity, interest rate, foreign currency and
concentration risks arises in the normal course of the group’s
business. These risks are limited by the group’s financial
management policies and practices described below:

(a)

(b)

(c)

Credit risk

The extent of the group’s credit exposure is represented
by the aggregate balance of cash at bank, trade and other
receivables. The group has no concentrations on credit
risk. Cash transactions are limited to high-credit-quality
institutions.

The group has a defined credit policy. The group reviews the
ageing of loans and advances on a regular basis and closely
monitor the recoverability of the balances. The group has also
arranged bank financing for certain purchasers of properties
and provided guarantees to secure repayment obligations of
such purchasers. Details of these guarantees are set out in
note 31.

Liquidity risk

Individual subsidiaries within the group are responsible
for their own cash management, including raising loans to
cover the expected cash demand, subject to approval by
the company’s board of directors. The group's policy is to
regularly monitor current and expected liquidity requirements
to ensure that the group maintains sufficient reserves of cash
and adequate committed lines of funding from banks to meet
its liquidity requirements in the short and longer term.

Interest rate risk

The group’s income and operating cash flows are substantially
independent of changes in market interest rates. The group
has no significant interest-bearing assets. The group's
exposure to changes in interest rates is mainly attributable to
certain floating interest-bearing borrowings.

The group has not used any interest rate swaps to hedge its
exposure to interest rate risk.

&

A mE -
SE-REHBES LR
PRPAT PRt

A R K SINE B [ £ AR
ZERRIE
I ARE NP EERR RS

HER o

(a)

(b)

(c)

ERRR

AEEWEEPERRR - HeX
ZRABNMEREARSNEE - K&
BAZNERRRIDRTERES
B 5 R EMEUER R AR AEER -

AEERGBMOERBOR - K%
) 5E B A B SR R AR e, I
ERERZEFEHREDIRED - K
KETAE TOEEREHRTR
E&T’Eﬂjﬁﬂ%uﬁa’ﬁ%%iﬁﬁﬁﬁ
BEBME - AEZFERNFIET
BRMIEEST

IJILEJ |¢HF§

AEEEMNMBARBTTRAREER
MRS ERE ’\i%—fx,ﬁkl«xfﬁ“
MNIRHANBEFR - ERFAR

EEEHE - HS%E‘DEAZ%%E,HH
ERRANENNRDESTE
ARERAN S BB M 45 R IR S 1R
KRB SRITHE A G BB R B DA
NEBERRANTHESTE -

EL]

REBHRA KL LR ME R
PEMISHRAZE - REEN &
BAHEEE - AEBEFAAZHF]
ZEHERFEREETHERR
=

7R &2 [ 3 N PR AR (] K1) R b B 5 49

VAR A 2= @ o
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28. FINANCIAL INSTRUMENTS (CONT’D)

28. @ LH (8

(d)

(e)

(f)

Foreign currency risk

The group is exposed to foreign currency risks arose from the
Convertible Note and Loan Note in currencies other than the
functional currency of the operations of the group. The group
ensures that the net exposure is kept to an acceptable level.

Concentration risk

The operation of the group significantly relied on a single third
party which was both the largest customer and supplier of
the group for the year ended 31 December 2006. The party
was also the largest debtor and creditor of the group as at 31
December 2006.

Should the operation of the party be in doubt, the operation
of the group may be significantly affected. The group has
requested that party to arrange a guarantee for the sale
proceeds not yet repaid upon the sales of properties. The
group also monitors the financial position of the party closely
in order to mitigate the concentration risks exposed.

Fair values

All financial instruments are carried at amounts not materially
different from their fair values as at 31 December 2006.
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(d)

(e)

(f)

SNERBE

RERBEZ AR BEL T EEEHIA
SRR R IR R B R RIBPTE £
HSNE U o NSRBI REAR T L 0K
Fr &= A OKF -

S AR

AEENEBFRARE LRBE—
WE=FH ZE=HBAEEHE
2006F 12 A31 HILFENEAR
EREER - Zh TAASEHE
2006 F 12 A 31 AMNHEABEISEAK
BREA °

fHEz T EBERE - REBEMZE
BRI EXAEAZE - ARED
2R T LI 8 W 2R i R (B R
B3 & P15 R BEHR R © NERETR
S W EAR %07 ORI AR LA R A P
AR ERRER -

AF{E

AESRITANSRENSEHH
AR R FEHESE RS



Notes to the Financial Statements B} #& Rk & HisT -

29. COMMITMENTS

209. 7RI

(a)

(b)

Capital commitments outstanding at 31 December not
provided for in the financial statements were as follows:

EREERTA
ERTAB R AR LR

Authorised but not contracted for
Contracted but not provided for

Commitments for operating leases

The group is the lessee in respect of a number of properties
under operating leases. The leases typically run for an initial
period of two to twenty years, with an option to renew the
lease after that date at which time all terms are renegotiated.
None of the leases includes contingent rentals.

During the year, RMB10,690,000 (2005: RMB7,695,000) was
recognised in profit or loss as rental expenses in respect of
sub-leased properties.

As at 31 December, the total future minimum lease payments
under non-cancellable operating leases in respect of sub-
leased properties are payable as follows:

Within 1 year —FR
After 1 year but within 5 years —FRERAFR
After 5 years RASFH%

(a)

(b)

M12 31 HEREMKEIRTRANE
BREREENT :
The group
AEE
2006 2005
RMB’000 RMB'000
ARBT T ARET T
2,113,060 469,685
179,000 482,736
2,292,060 952,421
e T ERIE

AEEAKEEE T ZHEYEA A
A - ZFHEORI—RBHRE
ETF - RNZAKRRDERER
i & B P B {6RSRIG AT BT 1778 = P
FHEHI I EHAEE -

FRN - EBEZANBERSERYE
K% = A ARE10,690,0007T
(20054 : AR 7695,0007T) °

K12 A31H ' IRETA]RER AL
EHE BHYETARENNER
RAEMFEESET

The group
REE

2006 2005
RMB’000 RMB'000
AR¥T T ARKETT
10,379 9,087
35,220 161,140
52,161 650,020
97,760 820,247
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Notes to the Financial Statements Bf #& 3R 35 i3

30.

SIGNIFICANT LEASING ARRANGEMENTS

30.

HEME L

Significant leasing arrangements in respect of investment properties
held under operating leases are described in note 16(c).

Apart from these leases, the group also sub-leases out a number
of properties under operating leases. The leases typically run for an
initial period of one to twenty years, with an option to renew the
lease after that date at which time all terms are renegotiated. All of
these leases have no contingent element.

During the year ended 31 December 2006, RMB 17487000 (2005:
RMB17548,000) was recognised in profit or loss as rental income in
respect of sub-leased properties.

As at 31 December, the total future minimum lease payments under
non-cancellable operating leases in respect of sub-leased properties
are receivable as follows:

Within 1 year —FR
After 1 year but within 5 years —FBBERFER
After 5 years hFE

Hong Long Holdings Limited 3835 B R A &
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RBKEHEMFNRENESRNE
SHELHFIE M 16(c) ©

BREHEEN  AEBTRBELLEHE
BHETYX - EHE-—RAH—=
THF RZARAEEER MER
PREGRIO B HE - FAELHEE

H E2006F12A31BILtFE ®E
EACDHREEEMENRES KA L
A K % 174870007T (20054 = A R #&
17,548,000 7T) °

MR12A31H BETATHEGRHLEHR
B #HEYVEEARBKNREREER
TEAREEIN T ¢

2006 2005
RMB’000 RMB'000
AR®BFT ARETT
13,927 15,330
30,807 25,275
22,639 25,282
67,373 65,887




31.

CONTINGENT LIABILITIES

31. BRARAfE

Guarantees given to banks for:
— mortgage facilities granted to purchasers

—a bank loan to a minority shareholder

of the group’s properties (note)

EERTTE X

Note: 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.

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.

ARTEIEHER -
~RUTARENEESR
MBI ()
— R T RO BB

The group
REE
2006 2005
RMB’000 RMB'000

ARBFT ARETTT

370,000 370,000
- 30,000
370,000 400,000

et - AREHE TROBHNRBUERIRE
HER  ZERBRESRBAKEE
TYWEBRAFILHRIBER - RIFE

REVESR » M FERERIZBHRIA

AEEABAMRITEEERERNE
FOERMER RS KREH - MAKE

ESEEEEAMUENEEREGHE -

AEESERBR M RIBEFX LB H
R WA E KBS ERFEEERIR
AEENEERZNEBRBERE R

ZMFRER ©

EERRMAARER - ERMENA
HRFERAER N R EEORBER
VA RAE (] AT A B R EI5K - E L S 5

PELRIE L&A -
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32. MATERIAL RELATED PARTY TRANSACTIONS

32.

EEYNSRIE NS

Other than those disclosed in notes 9 and 19, the group had the
following significant transactions and balances with related parties
during the year:

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

Sale of properties oteli)) SHE W (MIRE ()

In addition, as at 31 December 2006, directors, senior
management and their close family members have
provided guarantees for the group's bank borrowings of
RMB200,000,000 (2005: RMB226,200,000).

(b) Transactions and balances with the group’s affiliated
companies and their directors

Loans and advances (notelii) B R B3R (T (i)
Other creditors (noteliii) E A PR ER (PR (iii))
Receipts in advance (note(iv)) TEUERFK (I3 (iv)
Sale of properties (notefi) SHEWZE (MIRE ()
Interest income (note(v)) FLEMA (BF3E (v)
Rental expense (note(vi)) ez (H7E (vi)

In addition, as at 31 December 2005, a property of an
affiliated company had been pledged to a bank for the group'’s
bank borrowings of RMB7430,000.

Hong Long Holdings Limited 3835 B R A &
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BRAEMEIR19PHENRZIN - RNEH
HEEATREREAR S RAERIT

(a) EBEFAKEE=E  SREBASRHE
HEBBRERNR SRR
2006 2005
RMB’000 RMB’000

AR®BFT ARETIT

496 =

AN - 2006912 A31H » S
BREBAEBREEZBEBRKED
Al B S B AR 200,000,000 7T
(20054 : A% 226,200,000 )R
TEZRMEPER o

(b) EAEENMELRRHESHEN

2006 2005
RMB’000 RMB’000

AR®BFT ARETT

5,690 694
8,724 8,724
200 =

- 8,000

319 286
716 1,049

gt 4+ R20059F 12 A31H A &
E—REE A AHEE M E KR TR
TUAFEAEEERBRITERARE
7,430,000 7T °
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32. MATERIAL RELATED PARTY TRANSACTIONS (CONT’D)

32. BAMEEALMERZ S (H)

(b)

Transactions and balances with the group’s affiliated
companies and their directors (Cont'd)

Notes:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

These transactions were carried out on normal commercial

terms and in the ordinary course of the group’s businesses.

Loans and advances represented interest free and
unsecured amounts advanced to these related parties
for short-term purposes. An amount of RMB5,490,000
(2005: RMB Nil) was advanced to a related party in which a
director has interest. These amounts were repayable within
three to six months and made on the same terms with

other independent third parties.

Other creditors represented interest free and unsecured
amounts due to these related parties for short-term
purposes. These amounts were repayable within three
to six months and made on the same terms with other

independent third parties.

Receipts in advance represented sales proceeds received
in respect of the pre-sale of a property under development
which is expected to be completed within one year. The
terms of such sales were carried out on normal commercial

terms and in the ordinary course of the group’s businesses.
Interest income on loan to a related party was charged at

interest rate of bank borrowings in similar terms.

Rental expense was charged by a then affiliated company in
accordance with the terms of the underlying agreement.

(b) BRAEENHBELARARAEEZZHMN
R 5 R #EeR ()

(ii)

(iii)

(iv)

(vi)

WER 5 THE—REEERRR
AEEIEREBBENLET -

ERRBRARRBNTHEH
BEALTH RS R E X
o BEEHEAHEPRERNEZEA
TR F A ARES5,490,000 7T
(20055 : ARBZ L) - 25
RIBAR=ZNEARNEE
1R RRERH AN B 5 = 5 AR 5
METL ©

HiENARRENZEREA
TH9% 8 R ARG TR © %
EHHEAR=ENEAANEE
Wi RS E M B 7 5 =75 W0 HE R
AR MATSL

FARRARRLIA N —F AR
THERPMERDKRNEE
FISSRIR » 2 EHE TR —RR
PR RN AR E ER X6
B ST ©

% FBHEA TR B e LB I
AR LUBBI R B0 4T B e T
B

TR 3T HL TR R B BE 199 5 1O 165K
= RO EE A BRTE
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33. NON-ADJUSTING POST BALANCE SHEET EVENT

33. JER B4 H R IH

(i

(ii)

(iii)

(iv)

On 31 January 2007 the company issued and allotted,
credited as fully paid at par, 83,999,900 shares to Grand
Prosperity Limited, and credited as fully paid at par the 100
nil paid shares already held by Grand Prosperity Limited, in
consideration for an aggregate of 100,000 shares of US$0.1
each representing the entire issued share capital of Access
Achievement Limited transferred to the company as to
80,000 shares by Mr Sheng ZENG and 20,000 shares by Mr
Yunshu ZENG pursuant to an agreement for sale and purchase
entered into between the company as purchaser, and Mr
Sheng ZENG and Mr Yunshu ZENG as vendors on the same
day.

On 22 February 2007, an amount of RMB5,941,000 standing
to the credit of the share premium account was applied in
paying up in full 600,000,000 ordinary shares of HK$0.01 each
which were allotted and distributed as fully paid to the then
shareholders.

On 22 February 2007, an aggregate of 250,000,000 ordinary
shares of HK$0.01 each were issued and offered for
subscription at a price of HK$1.8 per share upon the listing
of the company’s share on the Stock Exchange Hong Kong.
The group raised approximately HK$472,345,000 (equivalent
to RMB467,246,000) net of related expenses from the share
offer.

On 22 February 2007, an aggregate of US$8,000,000
Convertible Note was mandatory converted into 66,000,000
ordinary shares of HK$0.01 each.

On 13 March 2007, an aggregate of 36,100,000 ordinary
shares of HK$0.01 each were issued and offered for
subscription at a price of HK$1.8 per share upon the exercise
of the over-allotment option.
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(i)

(ii)

(i)

(iv)

(V)

M 2007F1A318 ' BEARA
(ERER)EHEBAEREERE
£ (ERER)RRBAEIIHEER
& * A2 F][E Grand Prosperity
Limited 317 RALE (FREEHR)
83,999,900/% k5 + WIREESE
100 fix Grand Prosperity Limited
ERANRERZRG - EAEH
100,000 fx T AR EIE0.1 = Tk 9
H)K{B © A Access Achievement
LimitedMARRIEEH I
BITRA EPBHETHBEIERE
80,000/% /%7 « WA B =R S A
520,000 fEAED ©
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33. NON-ADJUSTING POST BALANCE SHEET EVENT (CONT’D)

33. R B4 B AR IH (A7)

(vi)

(vii)

(viii)

(ix)

On 31 January 2007 an aggregate of ten Pre-IPO Share
Options, the exercise of which would entitle these employees
to an aggregate of 23,000,000 shares of the company, have
been granted by the company. The exercise price is HK$0.6
per share and the Pre-IPO Share Options can be exercised
from six months after 22 February 2007 (date of listing of
the company’'s shares on the Stock Exchange Hong Kong,
the “Listing Date"”) to five years from the Listing Date
unless extended in writing by the Board of Directors in its
absolute discretion. The grant of the Pre-IPO Share Options
will increase the staff costs of the group in the financial year
ending 31 December 2007.

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 49% equity interest in Huizhou Yintaida
Company Limited for a consideration of RMB85,000,000.
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 these financial statements.

On 9 March 2007 the group acquired the remaining 6.37%
equity interest in Shenzhen Hong Long Commercial
Management Company Limited for a total consideration of
RMB680,000. Subsequent to the acquisition, Shenzhen Hong
Long Commercial Management Company Limited became a
wholly-owned subsidiary of the Group.

On 6 April 2007, the group successfully bidded certain
properties in Shenzhen through an auction for a consideration
of RMB478,170,000 from an independent third party. The
group intended to sell these properties upon completion
of renovation works and obtain necessary approvals from
relevant government authorities.

(vi)

(vii)

(viii)

(ix)

R2007F1 8318 KARER
HE K+ EIR AR SR B
(HEfTERReExSEEREAR
7)4 $£23,000,000 B A% 17) ° 171
BEAFR0.6/8IT @ B RXARE
ERIERER R 2007F2 A 22 H
(RRRIRMDRE BT ETH
A - [EmABDEAEAZELE
MHRAETE  EESES
RIS RELIAZELERERIN o %
HBER AR B BT AR A = 3
ANEBFE 2007412 A31 B 1E87
BEEHE TR -

MR2007F282H8 K & B 17
ff H ©R20065F8 A8H &l i Ay
REEZEGRAOERN  AARE
85,000,000 7T X & 8 A =N iR =
EBEARRAAMNAIO%IE - B
B FETKE  BINBFEETE
ERAREKANEENEENE
AAEl e BEAYMBEHRETAH - B
FENEETE o

R 20073 A9H » AEBEUAR
# 680,000 ILRAE + ARG
BrEEEEARATIBRT6.37% MK
T o RUREER - RYITIBEEES
BERARIKARSENZEN B

A -

M2007F4 A6 0  REBMBBS
BRAZR N AIE £ = H AR E
AR 478,170,000 LI Z RN E
Tz - AEEF SR TR T
BieHEzEME - WRABBBIT
HABEUS AR BIHESC -
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33. NON-ADJUSTING POST BALANCE SHEET EVENT (CONT’D)

33. R B4 H AR IH (A7)

(x)

On 29 December 2006, the Standing Committee of the Tenth
National People's Congress (“NPC") passed a resolution to
submit the draft corporate income tax law to the Tenth NPC
plenary session for voting. According to the income tax law
that was passed by NPC on 16 March 2007, corporate income
tax rate will be revised to 256% with effect from 1 January
2008. Since the implementation measure on transitional
policy of preferential tax rate granted according to current tax
law and administration regulations was not yet announced,

(x)

MR20065F12 A29H £+ &E &
BARREEBZES(2HA
ADBBERAZR EFTEZH
AXEZREZIREERA MG
FERE UEEZERR - BRER
200743 A 16 BT @BRFTERA
2 RRFERBETT A25% © B
200841 A1 BEA - BRI XK
AHEITRBBRITHRIEAE RITE

BRI T M EER X0 BRI ER
BV - FAEMBRE B B E
FELLRE R T RE A IR MG AL -

34  WURH B A F

HZE2005F12 831 BIEFEE - WEZRYI
MEEEERREGRAAKMBEANE

financial impact of the new law cannot be reasonably
estimated at this stage.

34. ACQUISITION OF A SUBSIDIARY

The net assets acquired in the acquisition of Shenzhen Yinghua
Development Company Limited during the year ended 31 December

2005 were as follows: EFENT :
Carrying
amount
before Fair value
consolidation adjustments Fair value
REftRIREE AFEAE AFE
RMB'000 RMB'000 RMB’000
ARMT T ARET T ARBTIT
Net assets acquired: BWEEESE :
—Trade and other receivables — PR BR 3k R EL A R U 5k 96,775 1,327 98,102
—Trade and other payables —FETBRSR - Hb R K
and accruals FEEtE A (8,725) - (8,725)
— Minority interests —LHRRERER (12,582) (190) (12,772)
75,468 1,137 76,605
Satisfied by: RUTH AR :
Cash paid BfiEe 16,555
Trade and other payables FERTERERN ~ E AR FR
and accruals R IEETEF 60,050
76,605
Net outflow of cash and cash REENBATINRS
equivalents in respect of RIREZEEYREFE .
acquisition of a subsidiary:
Cash consideration RERE (16,555)
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35. PARENT AND ULTIMATE HOLDING COMPANY 35. BEAE] R AR I
The directors consider the parent and ultimate holding company EERAAEENT QR RRAERA
of the group to be Grand Prosperity Limited, which is incorporated AlRANABEZHSAMK A Grand
in the British Virgin Islands. This entity does not produce financial Prosperity Limited o [t A A] I £E 47 BUBF
statements available for public use. e YN

36. ACCOUNTING ESTIMATES AND JUDGEMENTS 36. EaH Ml Er A A B

Estimates and judgements are continually evaluated and are based

on historical experience and other factors, including expectations

of future events that are believed to be reasonable under the

circumstances.

(i)

(ii)

Impairment provision for investment properties under
development

As explained in note 2(e), the group makes impairment
provision for the above properties taking into account the
group’s estimates of the recoverable amount from such
properties. The recoverabe amounts have been determined
based on value-in-use calculations, taking into account
the latest market information and past experience. These
calculation and valuations require the use of judgement and
estimates.

Given the volatility of the PRC property market, the actual
recoverable amount may be higher or lower than estimated
at the balance sheet date. Any increase or decrease in the
provision would affect profit or loss in future years.

Provision for completed properties held for sale
and properties for future development and under
development for sale

As explained in note 2(i), the group’s completed properties
held for sale and properties for future development and under
development for sale are stated at the lower of cost and net
realisable value. Based on the group’s recent experience
and the nature of the subject properties, the group makes
estimates of the selling prices, the costs of completion
in case for properties for future development and under
development for sale, and the costs to be incurred in selling
the properties based on prevailing market conditions.

bt R A B T EE TR - JEAB
ERBLREBARERERN  BFE
ZEBRAEBESHRORRENS -
EET AR R E Z AR T

(i) BERPREVEVBREER

WKiE2(e) FTfERE - AEE2BHE
¥ iy e & &L NG
i BREYERMREEE - Z
A & B R E AR EETEE
WRRBEFHTIHE R KRBT AR
EBE - 25T EEARGERT HE
Rfbst o

BREYETSORBOER &
BRI E e g SN RIERNES
BRGNS o R EFRIER
32N SRR A 5 5 R 2R B A o 4R
BRE -

(i) HEHENERIPERMHHER
A M B R R R

APMRE 2(1) FTARTE - AEEFHEH
EMERTYE  REREWER
FHENBERPMETI AKAER
AR FENBIEE AR - REX
SENSOEHR R EMRYMENKE
g AEEERREE ISR -
HHEEE  HHERKAZERER
hYERR TRARHEZEYE
FRTEE S OB AN ©
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36. ACCOUNTING ESTIMATES AND JUDGEMENTS (CONT’ D)

36. Ewt Ak S B ()

(ii)

(iii)

Provision for completed properties held for sale
and properties for future development and under
development for sale (Cont'd)

If there is an increase in costs to completion or a decrease
in net sales value, the net realisable value will decrease and
this may result in provision for completed properties held
for sale and properties for future development and under
development for sale. Such provision requires the use of
judgement and estimates. \Where the expectation is different
from the original estimate, the carrying value and provision for
properties in the periods in which such estimate is changed
will be adjusted accordingly.

In addition, given the volatility of the PRC property market
and the unique nature of individual properties, the actual
outcomes in terms of costs and revenue may be higher or
lower than estimated at the balance sheet date. Any increase
or decrease in the provision would affect profit or loss in
future years.

Impairment losses on prepaid project costs

The group prepaid land and construction costs for certain
projects located on the lands which the group has not
obtained land use rights. The group is in the process of
obtaining these land use rights. Should the land use rights
cannot be obtained subsequently, certain prepaid costs may
not be recoverable. The group provides impairment losses for
the unrecoverable costs based on its estimation. The group's
estimates may be inaccurate and any change in the estimates
would affect profit or loss in future years.

Hong Long Holdings Limited 3835 B R A &
Annual Report 2006 —ZZ X FF IR

(ii)

(iii)
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36. ACCOUNTING ESTIMATES AND JUDGEMENTS (CONT’ D)

36. EatAliat XA B (51)

(iv)

(v)

Provision for bad debts of loans and advances

The group reviews the recoverability and ageing of loans and
advances and provides impairment losses if the balances are
not fully recoverable. The assessments involve estimation on
the recoverability of these balances. The group’s estimates
may be inaccurate and any change in estimates would affect
profit or loss in future years.

Land Appreciation Tax

As explained on note 8(a), Land Appreciation Tax is levied on
properties developed by the group for sale, at progressive
rate 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 cost and all property development expenditures.
Given that the uncertainties of the calculation basis of Land
Appreciation Tax adopted by local tax bureau, the actual
outcomes may be higher or lower than estimated at the
balance sheet date. Any increase or decrease in estimates
would affect profit or loss in future years.

(iv)

(v)

BERRBRIRRER

AR EE R E R R B R AT e
iRt - MERRREERERE - Bl
EEOREE R ERE - ARG
RESRBEARE R - AEE
H AT AT BE N ERE - (A AT IR AT AR
AN BIRFRAETHE

T b IRE R

BAAKTEE8(a) AT + ANEEHE
BT 38 B B WD 35 8 1 1 M (B (B 12 18 A
30% % 60% ) R 3 T = Sk L i
BER - RIBAERAG - tiHEE
i Th 4% & W) FE P 1S ZOE R AT 0 R
A (BEtERAELES S
BERARMAEMEZRAL) T
H o SRR BATIRM A + i
BEMRAEEENTHPEE B
BERIEEERNRERELER
FTil st AR o fhEr A9 (A sk
B BHEHBFEMER
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37. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND 37. CEMERE E 20064E 12 H
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE 31 El inﬁgfg I‘g‘_j *EEAXAQ H,:] 1%%.]‘ N
YEAR ENDED 31 DECEMBER 2006 BT v R % R A v i
Up to the date of issue of these financial statements, the HKICPA R EMEERTIZBE  SESETM
has issued the following amendments, new standards and NREBERAMATIEE] EARZE-
interpretations which are not yet effective for the year ended 31 ZEEE] - R RREREZE 2006 F 12
December 2006 and which have not been adopted in these financial ABTHIEFERRER  BRRIBE
statements: B ER AR

Effective for

accounting periods
beginning on or after
BT AR 2 #
FIE I E 5T 45X
Amendments to HKAS 1 BB SFIERIE 1 SRAEE] Presentation of financial 1 January 2007
statements: capital 20071 A81H

disclosures

25K
BRI

HKFRS 7 BRI ISR S RIS 7 5% Financial instruments: 1 January 2007
disclosures 200741 A81H

DRITA - KR

Revised guidance on HWITE BTSSR For entities that begin
implementing HKFRS 4 B AGRMEMEFTIES] to apply HKFRS 7

on or after 1 January
2007 or choose

to apply HKFRS 7

before that date

R 2007F1 A1 B%2%
FiaE R BB S
R 7 SRS

Nz B ATE A& B
MEAERIE 7 SRAE S

HKFRS 8 BB EERIFE 857 Operating segments 1 January 2009
K EL 2009%1 A 1H

HK(IFRIC) 7 8 (BBRHEREZRELZEERE)  Applying the restatement 1 March 2006
FTR approach under IAS 29 20063 A 1H

financial reporting in
hyperinflationary economies
FEABIR &5 ERIE 2955
—RBEE R
B S MBI A
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37. TR H A 2 20064 12 A
31 H IR4E B i AR AR B RT
PRI B B T RS 2 (4

37 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2006 (CONT’D)

Up to the date of issue of these financial statements, the HKICPA REEMBERTZEBE  SESTM
has issued the following amendments, new standards and NEERMUATIER  EARZE-
interpretations which are not yet effective for the year ended 31 ZEEE] - R REREREZE20064F 12
December 2006 and which have not been adopted in these financial A3THBIEFERAER - BARREHEE
statements: (Cont'd) RERE - ()

Effective for
accounting periods
beginning on or after
BU T ARz #
FI8 By & 5T BT £ 3

HK(IFRIC) 8 B8 (BRI GHRERELZEERE)  Scope of HKFRS 2 1 May 2006
E 85 BB R E%ER 2006F5 8 1H
%258
HK(IFRIC) 9 a5 (BRI HRERELZESRE) Reassessment of 1 June 2006
£ 957 embedded derivatives 20066 A 1H
BFTHEASITETA
HK(IFRIC) 10 a5 (BRI BRERELZE®3RE)  Interim financial reporting 1 November 2006
F 1058 and impairment 200611 A1 H
R ER B 75 o SR (B
HK(IFRIC) 11 BHE (BRMGRERELZEE7%E) HKFRS 2 - Group and 1 March 2007
F 1185 treasury share 20073 A1H
transactions
BB RS AE RIS 2 55
—SBREFRORS
HK(IFRIC) 12 a5 (BRI HRERELZE®7RE)  Service concession 1 January 2008
F 1258 arrangements 200841 A1H
BRAs T 2o HE

The group is in the process of making an assessment of what
the impact of these amendments, new standards and new
interpretations is expected to be in the period of initial application
but has so far concluded that these new HKFRSs would not have a
significant impact on the group's results of operations and financial
position.

AEEEERGELBERT - #4ER R
RENSVEANENERZE  £5
B4R i LR BB IS IR R AR
SEEEXENYBHRRTEREERNF

&z ,
=
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