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NEIE R
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The Cayman Islands The Cayman Islands
PRINCIPAL PLACE OF BUSINESS IN THE PRC FEIETEE XS
Level 8, Hong Long Building Fh
Nanhai Avenue ERE R
Nanshan District &=
Shenzhen, Guangdong Province g KE
The PRC WIERESE
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PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Suite 4906

49/F, Central Plaza

18 Harbour Road

Wanchai

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE IN THE CAYMAN ISLANDS

Butterfield Fund Services (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

The Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited
26th Floor

Tesbury Centre

28 Queen'’s Road East

Hong Kong

PRINCIPAL BANKERS

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

In the PRC:

China Construction Bank

Industrial and Commercial Bank of China
China Bank of Communications
Agricultural Bank of China

Hua Xia Bank

Industrial Bank Co., Ltd.

Shanghai Pudong Development Bank

INVESTOR RELATIONS

For other information relating to the Company, please contact
Corporate Communications Department

website: www.hlkg.net

e-mail: ir@hlkg.net
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Corporate Development Milestone
NRIERERR

First move: Incorporation of Hong Long Properties Group Limited, formerly known as Hong Long Properties
—  (Shenzhen) Company Limited, the Group’s major operating subsidiary

By ARETEEENBARBEMEREFRAR (FIEBEBE ORI BRAR) EMKL

First property development project: Commenced the construction of Harbor City in Shenzhen

BEMERAERE : AYEEBEHEHT

First move into property leasing business

BIGEEMREERT

First move beyond Shenzhen into Huizhou

BRBEERY - RN

—_— Acquired interest in Yinghua project

W R SEEETH B Ho Rk

Grand opening of Hong Long Plaza
shopping mall
TGRSR ARE

First move into international capital market: Listing on HK Stock Exchange and raised funds of HK$472M
HROEERREATS - BB AT - 15 472,000,000 T E £

Acquired interest in Yifeng Plaza (now renamed as Hong Long Century Plaza)

s E e Fi5 (RERIE T2 BES) s

Acquired 50% interest in Nam Fong Garden, Guangzhou, and subsequently disposed

e B8 N T 75 TEE 50 % 1 M R BEfA &

Commenced construction of Grace Garden

PHITEERRER —
First fund raising exercise after listing in HK: Issuance of Senior Note of US$90M

BELTEEREEERD - BITBERIEIE1590,000,000 X THE S

First move beyond Guangdong into Zhangjiakou, Hebei

BRBHER - ERMILRRO

Commenced construction of Ningjiang Uptown in Xingning

FEFLEE B) T L2 52T 3
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Corporate Development Milestone
NRIERERR

Establishment of subsidiary in Dongguan for a
potential project
—— REEEAERZRL —RMERA
Acquired interest in Zirui Garden
Lo s STy idsiory £

Acquisition of further lands for Ningjiang Uptown in Xingning
RETIEREEE — S E L

Completed the open tender offer for purchase of Senior Note
RBEEAZEBZTKAREN

Entered into agreement for issue of shares to CCBI

A [REER BB AT ARAD RT 2 h o8

Entered into strategic cooperative agreement with China Construction Bank for the comprehensive banking
facilities of RMB10 billion

HABZRRTILHRNEESERZ  GaRERE/RARK 100ET

Entered into acquisition agreement for project at Pinghu Street, Longgang of Shenzhen

RAYIm e ER TR AERE B f KB R

Entered into cooperative framework agreement with the Management Committee of Shenyang Economic and
Technological Development Zone of Liaoning Province, PRC for the construction project of Shenyang Tiexi
Industrial New City

REGHAEFNNERAR BPREEREGEERNAZERERZ ST LS FIER RS

Declaration of special dividend of HK$0.15 per share with scrip dividend for the 3rd anniversary of listing in Hong

Kong

REVDANEE LM =EF - SIREFR0.15BTHRRIRE « WHERARKSFE

Acquisition of 52% equity interest in Dayawan project for developing a complex of residential and hotel of about
1,200,000m? GFA.

IEERIEEIEE 52% RAERIABR SEERBENGFAET - BEEEL 1,200,000m?

Entered into the agreement with independent third party pursuant to which all parties agreed to cooperate to
develop the project at Cao Pu Mu Mian Ling District.

BB E=FFI—IBE - Bt BRI RESEREERARENRIER -

Entered into the agreement with Shenzhen City Construction Development (Group) Company pursuant to which
the parties agreed to cooperate to develop the Project at Yuanling residential area (South), Futian District,
Shenzhen according to the Urban Regeneration Measures.
ﬁ%ﬂg@%&%%ﬂ%a)ﬂﬁﬂﬁfﬁmﬁ'E%'ﬂﬁﬁﬁ%ﬁ%ﬁﬁﬁ%%%ﬁ¢ﬁ%ﬁ%%%%ﬁE@%E
El& YIEH o

Entered into the letter of intent with the People’'s Government of Huangjiang Town, Dongguan and the Village
Committee of Jitigang Village, Huangjiang Town, Dongguan pursuant to which each party agreed to cooperate to
develop the urban renewal project at the land on both sides of Huancheng South Road, Jitigang Village, Huangjiang
Town, Dongguan.
HEETEIHEARBNEREZTEIHERENNEZEITLAERRE - Bit - FHRBSERBLNRET
EHTHBNERAEEME RN ENER °
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Business Scope
NGIES S ar

JE [E 2 17

HONG LONG
Holdings

Corporate and business structure

ERERFBERE

his families o)
ERRERIK 52.53%

‘Chairman and

Total leasable area
#87] {376 B T 75 126,735m”

Other Directors

HitES 1)
2.54% 411,546m*
g Long Holdings Limited D°"gi“a"
REEZRERAR
6.5%" 119,880m>
Total GFA of land reserve /
T ABEREEER pr
3,732,615m” Huizhou
=M
s Other institutional 1,900,729m*
and individual o
investors 38.43%"
Hit#E R
BAREE Property development /
Meizhou/
Z ¥ BA g Xingning
M, EE
337,609m>
j | Zhangjiakou,
Hebei
SRR O
Notes Fff#E :
1. Shareholding as at 20 August 2010. 78,610m*

20104 8 A 20 H &AL °
2. Projects under negotiation.

ERMIAR - /
3. Urban regeneration projects.
WM EHIER - iexi District,
4. Details (including area) to be discussed. Shenyang
HE(RERE)BFIR ° BHEEE

884,241m*
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Business Scope
NCIES S ar

13,185m> 58,513m? 15,262m? 25,850m” 13,925m”

v

oz e Yinghua
#entury Plaza Zlglﬁ?%ren Project
MR RS e REHEE

Huaxing

Hong Long ez ‘ -
aza

ERES NG cat?
.2 1] SHAR
o @e) 2 EE e

58,980m” 98,017m? 55,160m” 149,630m” 49,759m24

Dongguan
Qiaotou

Project®
HEETER @

119,880m?

7’ ” 7

s Urban Upstream s Urban Upstream

g Urban Upstream L
Landscape Villa, Landscape Villa, Ja;;;'" %ty
Phase 2 Phase 3 il

BESTILE 2 BESTILEESH

Landscape Villa,
Phase 1
PREESTILEE 15

114,056m> 331,397m? 255,276m? 1,200,000m?

Ningjiang Ningjiang Bauhinia
Garden

Uptown Uptown
Phase 1 Phase 2 ik
STHTREE 1 58 ETHEE2H RAEE

56,550m> 192,258m? 84,000m?

ang Jiang City|
BILER

78,610m*

Residential Commercial Residential Residential
J project project project project

n parcel no.2? n parcel no.3? on parcel no.4 on parcel no.5?
2R 3R 4573 55R 3R
EEEE @ EESEEG FEIEH EEHEE @

186,309m? 194,022m? 196,123m? 307,787m?
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8 Hong Long Holdings Limited

Properties Portfolio Overview

MEBEERE

PROPERTY DEVELOPMENT BUSINESS
Completed projects

Saleable Interest
Site area Actual GFA (m?) area Soldarea  Commencement/ attributable
Project name Place (m?) Residential Shop Office  Others'” Total (m?) (m?) completion date to the Group
Harbor City Shenzhen 19,822 61,252 14,959 - 19366 95,577 76,211 75901 2002/Q2-2003/Q3 100%
Hong Long Plaza Shenzhen 19,832 72,035 64,397 - 36,198 172630 136,432 136,250  2005/Q1-2006/Q4 100%
Hong Long High Technology Industrial Park ~ Shenzhen 119,326 - - - 237,939 237,939 237,939 237,939 2005/Q2-2006/Q4 100%
Grace Garden Meizhou 5,570 30,793 1,468 1188 33449 33449 28,647 2007/Q4—2009/Q4 100%
164,550 164,080 80,824 - 294691 539595 484,031 478,737
Properties under development/to be developed
Saleable Planned Interest
Site area Planned GFA (m?) area  Soldarea  commencement/ attributable
Project name Place (m?) Residential Shop Office Hotel ~ Others'™ Total (m3) (m?)  completion date to the Group
Hong Long Century Plaza Shenzhen nfa 6,580 13,925 52,400 - 10,612 83,417 72,905 — 2008/02-2010/Q4 100%
Yinghua Shenzhen 9237 48180 6,980 - - 2,790 57,950 55,160 - 2010/Q4-2011/Q4 100%
Zirui Garden Shenzhen 43,538 90,015 8,002 - - 36,732 134,749 98,017 - 2008/Q1-2012/Q4 100%
Huaxing Plaza Shenzhen 50,000 149,630 25,850 - - 4550 180,030 175480 - 2010/02-2013/Q4 100%
Urban Upstream Landscape
Villa (Phase 1) Huizhou 120580 117,334 12417 - - 33867 163,618 129,751 15,695  2007/Q2-2011/Q4 82%
Urban Upstream Landscape
Villa (Phase 2) Huizhou 301,843 303,397 28,000 - - 55,323 386,720 331,397 - 2011/Q1-2012/Q4 82%
Urban Upstream Landscape
Villa (Phase 3) Huizhou 77,519 240,870 14,406 - - 59,767 315033 255276 - 2011/Q4-2013/Q4 82%
Jade Hill City Huizhou 714,656 1,139,453 - - 60,547 - 1,200,000 1,200,000 - 2010/02-2016/Q4 52%
Ningjiang Uptown Phase 1 Xingning 38,827 84,093 5,784 - - 5500 95377 89,877 33,327 2007/Q3-2011/Q4 100%
Ningjiang Uptown Phase 2 Xingning 186,908 178,580 13,678 - - 83198 275546 192,258 - 2011/Q1-2013/Q4 100%
Bauhinia Garden Xingning 28,526 75,500 8,500 - - 1,000 85,000 84,000 - 2011/Q2-2012/Q4 100%
Xiang Jiang City Zhangjiakou 152,603 157,514 9,661 40,000 - 4,780 211,985 207,175 128,565  2007/Q3-2011/Q4 100%
Tiexi New City Shenyang 369,766 690,219 - 194,022 - - 884241 884241 - 2010/02-2016/Q2 100%
2,094,003 3281365 147,203 286,422 60,547 298,009 4,073,546 3,775,537 177,587
PROJECTS UNDER NEGOTIATION®
Saleable Planned Interest
Site area Planned GFA (m?) area commencement/  attributable
Project name Place (m?) Residential Shop Office  Others" Total (m?) completion date  to the Group
0ld City Renovation on
Guangchang North Street Shenzhen 10,636 29,759 20,000 - 20000 69759 49,759 2011/Q1-2013/Q4 100%
Dongguan Qiaotou Dongguan 47,952 9,904 23976 - - 119880 119,880 2011/Q1-2012/Q4 90%
58,588 125,663 43,976 - 20,000 189,639 169,639
Property leasing business
100% owned
by the Group
Leaseable area
Project name Place (m?)
Harbor City Shenzhen 3,136
Hong Long Plaza Shenzhen 58,5613
Baorun Ornament Materials Mall Shenzhen 7,653
69,302
Property for own use
100% owned
by the Group
Useable area
Project name Place (m?)
8/F, Hong Long Building Shenzhen 748

(1)
2)

Includes club house and car parking spaces.

Interim Report 2010

Excluded Cao Pu Mu Mian Lian District, Yuanling Project and Huangjiang Project which are under negotiation.
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10 Hong Long Holdings Limited

Management Discussion and Analysis

ER B R

FINANCIAL AND OPERATIONAL HIGHLIGHTS

o Revenue of the Group for the first half of 2010 was RMB113.37
million, representing an increase of RMB41.69 million (or 58.2%)
over the same period of 2009.

o Profit attributable to equity shareholders of the Company for the
first half of 2010 was RMB62.07 million representing an increase of
RMB60.92 million (or 5,320.6%) over the same period of 2009.

o Basic earnings per share for the first half of 2010 was RMB5.22
cents, representing an increase of RMB5.11 cents (or 4,645.5%)
over the same period of 2009.

o Total assets increased from RMB4.56 billion as at 31 December
2009 to RMB6.62 billion as at 30 June 2010.

o Leverage (total interest-bearing borrowings divided by total assets)
was 47.6% as at 30 June 2010 (31 December 2009: 38.8%).

o Having a properties portfolio (including properties under
development and project under negotation) of about approximately
4,000,000m?, we will continue to pursuit further land reserves for
our sustainable development.

FINANCIAL REVIEW

Turnover: Turnover comprises of sales proceeds of properties delivered
and property leasing income. In the first half of 2010, we have delivered
26,777m? for Urban Upstream Landscape Villa, Grace Garden, Ningjiang
Uptown and Xiang Jiang City while we have delivered about 13,806m? for
Xiang Jiang City in the first half of 2009.

Other revenue: The decrease was mainly due to the reversal of impairment
of loss on loans and advances in the first half of 2009 while there was none
in 2010.

Other net income: The decrease was mainly due to the gain on the
repurchases of the Senior Note in the first half of 2009 while there was
none in 2010.

Selling and distribution expenses: The increase in the first half 2010
was mainly due to more advertisement and promotion costs for various
projects on hands.

General and administrative expenses: The increase was mainly due to

the increase in manpower and resources to cope with the Group’s rapid
expansion.

Interim Report 2010
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Management Discussion and Analysis

FINANCIAL REVIEW (CONTINUED)

Other operating expenses: we have donated approximately RMB553,000
for charity purpose in the first half of 2010.

Net increase in fair value of investment properties: The increase was
mainly due to the prevailing market conditions.

Net increase in fair value of investment properties under development:
In the first of 2010, certain portion of Hong Long Century Plaza has been
classified as investment properties under development. The increase in
fair value was due to the prevailing market conditions.

Net change in fair value of derivative financial instruments: In September
2007, the Company issued Senior Note with warrants. The change in
fair value, as assessed by independent valuer has been recorded in the
consolidated statement of comprehensive income. It is a non-cash item.

Finance costs: The decrease was mainly due to the reduction of Senior
Note balance after the repurchase in 2009.

Income tax: The increase was mainly due to the substantial increase in fair
value of investment properties (including under development).

Segment analysis: While principally engaged in the development of middle
to high range residential and commmercial properties in the PRC, we expect
stronger recurrent cash flow from commercial properties leasing in the
future. In the first half of 2010, property development income and property
leasing income accounted for approximately 72.6% and 27.4% of the
turnover respectively.

LIQUIDITY, FINANCIAL RESOURCES AND
GEARING

Cash at bank and in hand and pledged deposits as at 30 June 2010
amounted to approximately RMB668.83 million (31 December 2009:
RMB290.52 million), which included 588.46 million, 7.53 million and 33.49
million denominated in RMB, US$ and HK$ respectively.

We had total interest-bearing borrowings of RMB3,148.37 million as at
30 June 2010 (31 December 2009: RMB1,769.63 million), approximately
RMB1,068.93 million was repayable within one year, RMB1,507.84 million
was repayable more than one year but less than two years; RMB248.00
million was repayable more than two years but less than five years
inclusive and RMB323.60 million was repayable over five years. Except for
the borrowings with principal amount of US$12.00 million and HK$40.00
million and the Senior Note, all of the Group's borrowings carried interest
at floating rates. Our leverage (interest-bearing borrowings divided by total
assets) as at 30 June 2010 was 47.6% (31 December 2009: 38.8%).

BIEE R wm Mo AT

B 5 1o ()
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8B4 A R ¥ 553,000 7T ©
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D>3+>rHi>

% o p S
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12 Hong Long Holdings Limited

Management Discussion and Analysis

ER B R

LIQUIDITY, FINANCIAL RESOURCES AND
GEARING (CONTINUED)

As at 30 June 2010, we had total current assets of approximately
RMB4,789.52 million (31 December 2009: RMB3,120.39 million) and total
current liabilities of approximately RMB2,475.17 million (31 December
2009: RMB1,210.39 million).

CHARGE ON ASSETS

As at 30 June 2010, bank loans of approximately RMB2,845.54 million
were secured by certain bank deposits, property, investment properties
and properties for future development and under development for sales of
approximately RMB82.90 million, RMB9.63 million, RMB1,286.00 million
and RMB1,099.12 million respectively.

SENIOR NOTE

For the details of Senior Note, please refer to the note 12 to the unaudited
interim report.

EXPOSURE TO FLUCTATIONS IN EXCHANGE
RATES AND RELATED HEDGES

The Group’'s monetary assets, loans and transaction are principally
denominated in RMB. Except for the Senior Note and an aggregate
borrowings of US$52.00 million, all of the Group's borrowings are
denominated in RMB. The Group did not engage in any derivative activities
and did not commit to any financial instruments to hedge its balance sheet
exposure as at 30 June 2010.

CONTINGENT LIABILITIES

Save for the guarantees given to banks for mortgage facilities (at a
maximum of RMB370.00 million) granted to purchasers of the Group's
properties, the Group had no other material contingent liabilities as at 30
June 2010.

TREASURY POLICIES AND CAPITAL STRUCTURE

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

EMPLOYEES

As at 30 June 2010, the Group had a staff force of approximately 475
employees. Of this, most were stationed in the PRC. The remuneration
of employees was in line with the market trend and commensurable to
the level of pay in the industry. Remuneration of the Group’s employees
includes basic salaries, bonuses and long-term incentives (such as pre-IPO
Share Options and Share Option Scheme). Total staff costs incurred for the
first half of 2010 was approximately RMB14.19 million.

INTERIM DIVIDEND

The board of directors (“Board”) does not recommend the payment of an
interim dividend for the six months ended 30 June 2010 (2009: Nil).

BUSINESS REVIEW

The Group is principally engaged in the development of middle to
high range residential and commercial properties as well as leasing of
commercial properties in the Guangdong, Hebei and Liaoning Provinces,
the PRC.

The Group has its business presence in Guangdong, including Shenzhen,
Huizhou, Meizhou and Xingning. Since 2007, the Group has expanded
beyond Guangdong by acquiring Xiang Jiang City project in Zhangjiakou
of Hebei Province. In 2010, the Group firstly established its presence
in Shenyang of Liaoning province. The expansion signifies the Group’s
successful launch of the projects and confidence in second tier cities in the
PRC where there is great demand for better living environment.

For investment properties portfolio, the Group’s leasable gross floor
area ("GFA") is approximately 87,000m?, out of which, the Group owned
approximately 59,000m? of Hong Long Plaza following its completion in
late 2006. We will continues to pursuit increase in investment properties
portfolio and expect stronger cash inflows from property leasing segment.

Summary of development and status of existing projects are reported in
the following paragraphs.

Projects under development

Hong Long Century Plaza: In April 2007, the Group acquired approximately
70,000m? GFA of Hong Long Century Plaza in a public auction at a
consideration of approximately RMB482 million. Since then, the Group has
acquired further GFA from other owners for consolidated development.
It is a complex of offices, residential units and hotel of approximately
83,417m? GFA located at the prime location in Luohu district, Shenzhen.
In April 2010, the Group has launched pre-sales of certain offices and was
well received by the market. It is a great achievement of the Group to step
into the development of offices and hotel.
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ER B R

BUSINESS REVIEW (CONTINUED)

Projects under development (continued)

Urban Upstream Landscape Villa: The total site area and planned GFA is
approximately 500,000m? and 863,000m? respectively. Out of which, the
site area and planned GFA for phase 1 is approximately 121,000m? and
164,000m? respectively. The Group commenced the pre-sales of phase
1 in October 2008. In March 2009, the Group disposed of a 18% equity
interest in the subsidiary which holds the project. The Group has delivered
approximately 1,265m? GFA in the first half of 2010.

Grace Garden: In July 2007, the Group acquired 100% equity interest in a
PRC company, which holds a piece of land in Meizhou at a consideration
of RMB11 million. It has been developed as a complex of 2 residential
blocks and some retail shops of approximately 33,000m? GFA. The
Group commenced the pre-sales in June 2008. The Group has delivered
approximately 5,577m? GFA in the first half of 2010.

Ningjiang Uptown: In October 2007, the Group formed a new wholly
owned subsidiary in Xingning for development of a landmark project
named as “Ningjiang Uptown"”. The phase 1 is a large scale complex of 9
residential blocks and some retail shops of approximately 95,000m? GFA.
The Group commenced the pre-sales in October 2008. The Group has
delivered approximately 14,571m? GFA in the first half of 2010.

Xiang Jiang City: In November 2007, the Group completed the acquisition
of a company which holds 100% interest in Xiang Jiang City project
in Zhangjiakou of Hebei Province. Xiang Jiang City is a project under
development (a residential and commercial complex of approximately
212,000m? GFA) upon acquisition by the Group. The Group has delivered
approximately 5,364m? GFA in the first half of 2010.

Zirui Garden: In March 2008, the Group entered into an agreement with
an independent third party for acquiring 100% equity interest in Shenzhen
City Zirui Real Estate Development Company Limited (“Shenzhen Zirui”).
Shenzhen Zirui holds the Zirui Garden project in Buji County, Shenzhen.
Zirui Garden consists of premier villa, residential units and retail shops
with planned GFA of approximately 135,000m?. The project is now under
construction and planned to pre-sale and deliver by phases from 2011
onwards.
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Management Discussion and Analysis

BUSINESS REVIEW (CONTINUED)
New projects in the first half of 2010

Huaxing Plaza: In January 2010, the Group entered into acquisition
agreement for a project at Pinghu Street, Longgang of Shenzhen. It is
a residential and commercial complex of approximately 150,000m? and
26,000m? respectively. It shall be developed in phases from 2010 to 2012.

Shenyang Project: In January 2010, the Group entered into cooperative
framework agreement with the Management Committee of Shenyang
Economic and Technological Development Zone of Liaoning Province
(“Management Committee"”), PRC for the construction project of
Shenyang Tiexi Industrial New City. Subject to further discussion with
Management Committee, the Group will jointly develop (1) Binshui Liwan
Project (B7KEB/&IE H), which will be developed into high-end residential
and commercial integrated community, including golf park, commercial
ancillary facilities, international medical institution, international
educational institution (kindergarten, primary school and middle school)
and landscape belt, of which 75 mu will be used for commercial and public
services facilities and 800 mu for residential developments, with total
investment of approximately RMB4 billion; (2) Core Area Project of the
Management Committee, including international exhibition centre, five-
star hotel, headquarters economy building of which the services building
of Shenyang Economic and Technological Development Zone will be
located, and adjacent residential developments, with total investment
of approximately RMB1 billion; and (3) two parties will jointly establish
Tiexi Industrial New City Investment Company (SPEE ¥R E A7),
in which the Group shall hold 40% equity interest. In April 2010, we have
completed the tendering procedures for purchasing the land lot number 4
with planned GFA of approximately 196,000m?. We are actively pursuit the
development of the Core Area Project.

Jade Hill City Project: In April 2010, the Group acquired 52% equity in the
Dayawan project company. Jade Hill City project is located in the western
district of Guangdong Dayawan Economic and Technology Development
Zone. It is a complex comprising a hotel and middle to high end residential
and commercial units with planned GFA of about 1,200,000 m? GFA. Jade
Hill City project was under development upon acquisition by the Group.
We plan to commence the pre-sales of the first stage in late 2010.
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BUSINESS REVIEW (CONTINUED)

Urban Regeneration Projects in Shenzhen and Dongguan

Old City Renovation on Guangchang North Street: In 2007, the Group
obtained approval from Luohu district government, Shenzhen, for an old
city renovation on Guangchang North Street ( [ EI5LE | BEWEE). Itis
located at the south of Hongbao Road (AT & ), the west of Heping Road
(F1F#%) and Dongmen Old Street (JRPIE1H), the north of Shennan Road
East (FFIE ) and Shun Hing Plaza (#3112 FE S F AE) and the east
of Baoan Road South (EZ ). It is located in the central commercial
district of Luohu district of Shenzhen. The first phase of the project
will occupy site area and planned GFA of approximately 11,000m? and
70,000m? respectively. We are actively pursuit the development of this
project.

Cao Pu Mu Mian Ling District Project: In April 2010, the Group entered
into an agreement with independent third party pursuant to which all
parties agreed to cooperate to develop the project at Cao Pu Mu Mian Ling
District, Shenzhen according to the Urban Regeneration Measures.

Yuanling Project: In May 2010, the Group entered into an agreement with
Shenzhen City Construction Development (Group) Company pursuant to
which the parties agreed to cooperate to develop the Project at Yuanling
residential area (South), Futian District, Shenzhen according to the Urban
Regeneration Measures.

Dongguan Huangjiang Project: In June 2010, the Group entered into
the letter of intent with the People’s Government of Huangjiang Town,
Dongguan and the Village Committee of Jitigang Village, Huangjiang Town,
Dongguan pursuant to which each party agreed to, among other things,
cooperate to develop the renewal project of old towns, old villages and
old plants, also known as “3 olds” at the land on both sides of Huancheng
South Road, Jitigang Village, Huangjiang Town, Dongguan, which has a
land use area of 367.5 mu.

The Group will make further announcement in relation to those Urban
Regeneration Projects as and when appropriate.
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Management Discussion and Analysis

BUSINESS REVIEW (CONTINUED)

Other projects

Bauhinia Garden: In July 2004, the Group acquired a land of site area
of approximately 29,000m? near the train station of Xingning for the
development of Bauhinia Garden with planned GFA of approximately
85,000m?. The Group plans to commence the development in due course.

Yinghua Project: In March 2005, the Group acquired 85.71% equity
interest in Shenzhen Yinghua Development Company Limited (“Yinghua”)
which holds a land of site area of approximately 9,000m? with planned GFA
of approximately 58,000m?. In November 2009, the Group completed the
acquisition of remaining 14.29% equity interest in Yinghua and now wholly
owned the project. The Group plans to commence the development in due
course.

Dongguan Qiaotou Project: In March 2008, the Group established a 90%
owned subsidiary in Dongguan. The Group is considering a residential and
commercial complex of approximately 120,000m? GFA. The Group plans to
commence the development in due course.

REVIEW AND OUTLOOK

As China has implemented various macroeconomic tightening measures
in respect of the real estate market in the first half of 2010, we have
formulated the “531" project timely, which refers to (i) a five-year
development strategic plan; (ii) a three years rolling development and
operation plan and (iii) a more scientific, standardized and perfect business
process and management system.

At the same time, the Group timed the launching of our developments
for sales properly, especially for the Hong Long Century Plaza located in
the CBD of Shenzhen. As a result, we avoided the customer segment
which was targeted in this policy tightening, maintained a robust sales
competitiveness in the real estate market, and created a strong cash flow.
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REVIEW AND OUTLOOK (CONTINUED)

In addition, we implemented our plan strictly and achieved significant
projects in land reserve development and finance:

1) We entered into a strategic cooperation agreement with the
Construction Bank of China, with a combined credit facilities of
RMB10 billion.

2) We acquired the project at Pinghu Street, Longgang of Shenzhen
with a planned GFA of approximately 180,000 m?.

3) We entered into a cooperative framework agreement with the
Management Committee of Shenyang Economic and Technological
Development Zone of Liaoning Province, PRC for the construction
project of Shenyang Tiexi Industrial New City. Subsequently,
the Group wined the bid for land lot No.4 with a planned GFA of
approximately 196,000 m? in April.

4) In celebration of the third anniversary of our listing in Hong Kong,
a special dividend of HK$0.15 per share was declared with a scrip
dividend scheme.

5) We entered into an agreement with Shenzhen City Construction
Development (Group) Company for cooperation in developing the
urban regeneration project at Yuanling residential area (South),
Futian District, Shenzhen with a total site area of approximately
145,000 m?.

6) We entered into the letter of intent with the People’s Government
of Huangjiang Town, Dongguan and the Village Committee of
Jitigang Village, Huangjiang Town, Dongguan for cooperation in
developing the urban renewal project of old towns, old villages
and old plants, also known as “3 olds"” at the land on both sides
of the Huancheng South Road, Jitigang Village, Huangjiang Town,
Dongguan, which has a land use area of approximately 367.5 mu
pending renewal.

7) We engaged China Development Institute to conduct the research
for as well as the preparation of “the 2010-2015 Strategic
Development Plan of Hong Long Group”.

8) We enhanced our information control system and introduced a ERP
system, and strongly promoted the two main modules of “Progress
Management for Real Estate Development Plan” and “Construction
Cost Management”.
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Management Discussion and Analysis

REVIEW AND OUTLOOK (CONTINUED)

All the above works have been progressing smoothly, which laid a solid
foundation for our tasks in the second half of the year. Looking into the
second half of 2010, we remain cautiously optimistic. The focus of the
policy control in the first half of the year concerned two aspects, namely
to crack down on real estate investment and speculation, control housing
prices and prevent further inflation of the bubble; and to prevent the
crisis and risks that may arise in case of a real estate bubble burst, and
to maintain the healthy and stable development of the real estate sector
and housing prices. It is not likely that the government will launch further
control measures on top of the real estate policies implemented in the first
half of the year, while it is likely that there will not be any wide fluctuation
in the general economic condition in the second half of 2010.

We remain confident in the real estate sector, and the reasons are: (1)
China’s economy continues to grow and is sustaining a relatively strong
momentum, achieving an actual year-on-year GDP growth of 11.1%; (2)
Urbanization remains the major theme of modernization. So far there
are 12 provinces and cities abolished the division of residence between
agricultural and non-agricultural registered permanent residence. The
degree of urbanization in China is much lower than other countries and
the target of achieving “home ownership for everyone” is till remote.
Therefore, real estate will still be a major driving force for economic
growth; (3) Money supply has been increasing, and among the new loans
totaling RMB4.63 trillion in the first half of the year, RMB1.38 trillion flowed
into the real estate market; (4) The expectation for the appreciation of
RMB persists. Real estate may serve as a tool for capital preservation, and
there are still many people taking it as a mean for investment and financial
management; and (5) Land resources is not renewable which will support
housing prices.

In July, the senior management of the Group held a meeting for the tasks
of the Group in the half year of 2010, during which the guidance of “two
adherings”, “four accelerations” and "“six strengthenings” has been
established.

The "two adherings” include:

1) Adhering to the development direction of our core business and
our enterprise’s sustainable development strategies: “property
development + commercial operation” is our core business; our
vision is to build cities, beautify living and promote the well beings
of the public; and we are committed to become a renowned urban
integrated developer in China.
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REVIEW AND OUTLOOK (CONTINUED)

2) Adhering to the strategy of taking efficiency as the core,
emphasizing on both effectiveness and speed, and operating
prudently while actively expanding: actively study the state’s unified
sector policies; continually perfecting and adjusting the business
structure of the company and optimizing our services; and improve
the structure of corporate governance, enhance the comprehensive
quality of our staff, strengthen management and reduce costs.

To ensure the effective implementation of our strategic plan, the Group
has to drive “four accelerations”:

1) To accelerate the sales progress of various projects and expedite
the return of cash.

2) To accelerate the progress of construction.

3) To accelerate the pace of urban renewal and the “3 olds”
renovation.

4) To accelerate the development pace of projects operating on
commercial basis.

At the same time, we shall work to realize the “six strengthenings”:
1) To strengthen implementation of the “531" project.
2) To strengthen cost management.

3) To strengthen fund raising and financing as well as the effort on
restructuring and integration.

4) To strengthen investor relationship of the listed company.
5) To strengthen the building of the Hong Long brand.

6) To strengthen human resources development and the
establishment of a professional management team.

As we are a professional real estate developer, irrespective of the
extent the government takes in controlling the real estate market, we
shall promptly and actively adopt appropriate adjustment strategy. Plan
management and cost control are the focuses in our management. We
shall enhance our resilience in coping with market risks, and create
excellent results to reward investors and our partners.
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Independent Review Report

Independent review report to the board of directors of Hong Long
Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 22 to 51
which comprises the consolidated balance sheet of Hong Long Holdings
Limited (the “Company”) as of 30 June 2010 and the related consolidated
statement of comprehensive income, consolidated statement of changes
in equity and condensed consolidated cash flow statement for the six
months then ended and explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of an interim financial report to be in compliance with
the relevant provisions thereof and Hong Kong Accounting Standard 34,
Interim financial reporting (“HKAS 34"), issued by the Hong Kong Institute
of Certified Public Accountants. The directors are responsible for the
preparation and presentation of the interim financial report in accordance
with HKAS 34.

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

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial report as at 30 June 2010 is not prepared,
in all material respects, in accordance with HKAS 34.

Certified Public Accountants

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

20 August 2010
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Consolidated Statement of Comprehensive Income (Unaudited)

rAEEmEWaEE R

For the six months ended 30 June 2010
E(ZE 20106 H 30 H 117518
(Expressed in Renminbi Thousand Yuan)
(AN RUFroT)

&)

Six months ended 30 June

BZ6H30ALL~NEA
2010 2009
Note RMB’000 RMB'000
BEE ARBT T AREBT T
Turnover EERE 3 113,366 71,674
Cost of sales SHERZAR (89,203) (42,946)
Gross profit EF 24,163 28,728
Other revenue E Al A 4 4,706 12,058
Other net income E bz F58 5 341 26,947
Selling and distribution expenses HERDHER (12,906) (5,863)
General and administrative expenses — & RITEE (24,691) (14,892)
Other operating expenses EfhZiE & A (2,143) (2,728)
Net increase in fair value of REYENARED
investment properties HhNFEE 25,755 27,761
Net increase in fair value of BRPIGEWEN
investment properties AR ERIEINFEE
under development 10 114,208 -
Profit from operations FES— g 129,433 72,011
Net change in fair value of derivative ~ $T4£ £ B T EA AR EH
financial instruments BE)FRE 8,446 (17,136)
Finance costs RE KA 6 (33,629) (43,221)
Profit before taxation BRBE AR A 6 104,250 11,654
Income tax Frig it 7 (42,806) (10,919)
Profit and total comprehensive AHEREANR ZE KR EEEE
income for the period 61,444 735
Attributable to: BT A FELY -
Equity shareholders of the Company N2 Bl#E 5% 3R 62,066 1,145
Non-controlling interests FEFE R b 2 (622) (410)
Profit and total comprehensive AEEENR ZHE KN ES4A5E
income for the period 61,444 735
Earnings per share (RMB cents) BREFN(ARES) 8
Basic E-YIN 5.22 0.1
Diluted s 5.20 0.11
The notes on pages 27 to 51 form part of this interim financial report. F27EEE51 B R B AR BB IR E 5 —FB
Details of dividends of the Company are set out in note 14(a). 7 o ARRZ R EFFBERHIEE 14(a) ©

22




Consolidated Balance Sheet (Unaudited)
meaBERER(REEZ)

At 30 June 2010

R2010%6 530 H

(Expressed in Renminbi Thousand Yuan)
(AN BETTHT)

Non-current assets FREBEE
Fixed assets EE&E
— Property, plant and equipment —% - BRERE 9 40,452 9,921
— Investment properties — K&y 10 1,403,395 1,376,436
— Investment properties under —BRPIREYE
development 10 329,000 -
Deferred tax assets EETIRE = 54,383 49,947
1,827,230 1,436,304
Current assets TRENEE
Inventories "8 3,142,523 2,042,233
Trade and other receivables JE L B 0 R EL A PR MR 1 889,694 697,519
Prepaid land costs FES A AR 85,007 85,5696
Trading securities BBEES 3,465 4,519
Pledged deposits IR 103,032 73,569
Cash at bank and in hand RITFEREBH & 565,797 216,950
4,789,518 3,120,386
Current liabilities RBAE
Bank and other borrowings RITREMEER 1,068,927 375,800
Trade and other payables, FERTBRFR - EA R R
and accruals TEIRE M 13 912,481 478,033
Receipts in advance TEURBR K 225,023 82,257
Rental and other deposits HERHMIRE 12,071 11,743
Taxation payable FESFRIR 256,672 262,552
2,475,174 1,210,385
Net current assets REEEFE 2,314,344 1,910,001
Total assets less current liabilities ZEEAERABAERE 4,141,574 3,346,305
Non-current liabilities FRBEE
Borrowings & 12 2,079,447 1,393,834
Deferred tax liabilities REFIEAE 268,739 231,634
2,348,186 1,625,468
Net assets EEFHE 1,793,388 1,720,837

—E-EEQHRE BEERERAT 23




Consolidated Balance Sheet (Unaudited) (continued)
mEBERER(REEZ)(E)

At 30 June 2010

20106 A 30 H

(Expressed in Renminbi Thousand Yuan)
(U BHEFTST)

Capital and reserves BRARFEE 14
Share capital &N 11,971 10,296
Reserves it 1,781,519 1,707,809
Total equity attributable to equity 2~ 2 AR E

shareholders of the Company FE(LRER AR 1,793,490 1,718,105
Non-controlling interests FERER (102) 2,732
Total equity AR 1,793,388 1,720,837
Approved and authorised for issue by the board of directors (the “Board"”) FE2([E5F2])R2010F 8 A 20 A #LELE
on 20 August 2010. RETIEE o

The notes on pages 27 to 51 form part of this interim financial report.

D M

27 B & 51 B E T T B 7R h AR 7 3R 5 1) — &6
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Consolidated Statement of Changes in Equity (Unaudited)

FOEREBE REBK)

reEmE E =%
For the six months ended 30 June 2010
A2 20104 6 A 30 A 1L~ 185
(Expressed in Renminbi Thousand Yuan)
(AN EEFTIT)

Balance at 1 January 2009 R2009F1A1RER 10,29 579,466 2,201 44,025 50,122 938585 1,646,721 13,082 1,609,803
Changes in equity H22009%6430A

for the six months EAER#

ended 30 June 2009: REa%H:
Total comprehensive KHE2E

income for the period gyt - - - = = 1,145 1,145 0 73
Transfer to statutory ERTHT

reserve fund 53 - - - 3347 - (3:347) - - -
Share options cancelled BREm2E - - - - (7618) 7618 - - -
Partaldisposal of HER-EHEAT

et na susidy D : : : : - NE B9 B B
Balance at 30 June and R200956A30A R

1 July 2009 1818 E4 10,296 579,466 24,221 4131 42504 975926 1,679,791 15,747 1,695,538
Changes in equity HE2009512831A

for the six months LEABAN

ended 31 December 2009:  FEHEH:
Total comprehensive income ~~ A2 E

for the period h&e% - - - - - 31,554 31,554 (108) 30472
Transfer to statutory resenve fund - EAZAERES - - - 2001 - (2,001) - - -
Share options cancelled ERAtARE - - - - (10049 10,049 - - -
Partaldisposal of nterest HER-THEAA

in a subsidiary HBhHiEs - - - - - (3573) (3573) - (3573)
Acquisition of adcitional WiE-EHEAT

interest in a subsidlary HENER - - - - - 10333 1033 (1193%) (1,600)
Balance at 31 December R2009F12A31A R

2009 and 1 January 2010 010F1518 L8 10,29 579,466 .27 49373 32455 1022288 1,718,105 27132 1720837
Changes in equity HZ201056A30A

for the six months LtAER#

ended 30 June 2010: ERRE:
Total comprehensive income. ~~ AHE2E

for the period h&8% - - - - - 62,066 62,066 (622) 61444
Special dividends approved EiERAIRE 14

~ by means of cash ~WEENA - - - - - (1828 (78208 - (18209

~ by means of scrip -WREA 14{olfi 584 74,149 - - - (1) - - -
Transfer to statutory reserve fund - ERZ AT RES - - - an - (473) - - -
Issuance of ordinary shares ErEak 14(o)f) 924 86,797 - - - - 87,721 - 87,721
Shares issued under share ARETEET

ontion schere BEfRG 141 o U5 - - ) ) - 1006
Acauisiion of additional Y- RN

interest in a subsidary HESNES - - - - - (6200  (6,200) g (6,200)
Acquisiion of subsidiaries WEREA - - - - - - - 22 a2
Balance at 30 June 2010 R2010F6A30RES 191 765,604 24,201 49,846 17,702 924140 1,793,490 (102) 1,793,388

The notes on pages 27 to 51 form part of this interim financial report.
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Condensed Consolidated Cash Flow Statement (Unaudited)
HARAGEIReRER (REEZ)

For the six months ended 30 June 2010

2t Z 201046 430 HiE- 1A

(Expressed in Renminbi Thousand Yuan)
(U BHEFTST)

Cash used in operations EEEBANRES (334,971) (101,673)
PRC income tax paid B FEREH (16,017) (3,136)
Net cash used in operating RSB A

activities HIREFEE (350,988) (104,809)

Net cash (used in)/generated from REEH (FH) ELE

investing activities KBRS FERE (33,118) 1,908
Net cash generated from RUESEEEL

financing activities HE & FHE 732,953 118,396
Net increase in cash at bank RITFERRES

and in hand B9 38 hn 88 348,847 15,495
Cash at bank and in hand M1B18H

at 1 January BITFRRES 216,950 44,102
Effect of foreign exchange NS SR 4B B

rates changes & - (98)
Cash at bank and in hand FA6H30H

at 30 June RITERRES 565,797 59,499
The notes on pages 27 to 51 form part of this interim financial report. 27 HE 51 BRM B AR ER B & H) — 3B

5 o
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Notes to the Unaudited Interim Financial Report
NS Az B 15 R P AT

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

1 ORGANISATION AND BASIS OF
PREPARATION

(a)

(b)

The Company and the principal place of business

Hong Long Holdings Limited (the “Company”) is incorporated
and domiciled in the Cayman Islands. Its principal place
of business is 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

This interim financial report of the Company and its
subsidiaries (collectively referred to as the “Group”) has
been prepared in accordance with the applicable disclosure
provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, including
compliance with Hong Kong Accounting Standard (“HKAS")
34, Interim financial reporting, issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"). It was
authorised for issue on 20 August 2010.

The interim financial report has been prepared in accordance
with the same accounting policies adopted in the 2009
annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2010 annual
financial statements. Details of these changes in accounting
policies are set out in note 2.

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

(BB BHBI AN BT TS T)

(a)

(b)

ARARREEEXBE

wEERAERAR ([ARAE]) R
EMETMEIFMAZMRESE
FEE MBI NP EARFLME
(TR B )RR L 8 oK B s
2 KE8H# (H 4R : 518067) @ MM
P =EALA Cricket Square,
Hutchins Drive, PO Box 2681,
George Town, Grand Cayman
KY1-1111, the Cayman Islands °
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BEMEESGHMAE([BEE
TR AR ) MBS e 2EA
([BBETEERI]) 5 34 5% [ #4557
BHRE | o AR E SR E R 2010
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Notes to the Unaudited Interim Financial Report
AN B2 H SR M a T

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

(= HHII LA TFTIT)

1

ORGANISATION AND BASIS OF
PREPARATION (CONTINUED)

(b)

Basis of preparation (continued)

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to the understanding of the changes in financial
position and performance of the Group since the 2009 annual
financial statements. The condensed consolidated interim
financial statements and notes thereon do not include all of
the information required for a full set of financial statements
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”) issued by the HKICPA.

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong Standard
on Review Engagements 2410, Review of interim financial
information performed by the independent auditor of the
entity, issued by the HKICPA. KPMG's independent review
report to the Board is included on page 21.

The financial information relating to the financial year ended
31 December 2009 that is included in the interim financial
report as being previously reported information does not
constitute the Company’s statutory financial statements
for that financial year but is derived from those financial
statements. Statutory financial statements for the year
ended 31 December 2009 are available from the Company's
registered office. The auditor has expressed an unqualified
opinion on those financial statements in its report dated 16
April 2010.
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Notes to the Unaudited Interim Financial Report
NS Az B 15 R P AT

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued two revised HKFRSs, a number of
amendments to HKFRSs and one new Interpretation that are first
effective for the current accounting period of the Group and the
Company. Of these, the following developments are relevant to the
Group:

- HKFRS 3 (revised 2008), Business combinations

- Amendments to HKAS 27, Consolidated and separate
financial statements

- Amendments to HKFRS 5, Non-current assets held for sale
and discontinued operations — plan to sell the controlling
interest in subsidiary

- Improvements to HKFRSs (2009)

- HK(IFRIC) 17, Distributions of non-cash assets to owners

The Group has not applied any new standard or interpretation that is
not yet effective for the current accounting period.

The amendments to HKFRS 3 and HKAS 27 have had no material
impact on the Group's results of operations and financial position
as the amendments were consistent with policies already adopted
by the Group. The other developments resulted in changes in
accounting policy but none of these changes in policy have a
material impact on the current or comparative periods, for the
following reasons:

- The impact of the majority of the revisions to HKFRS 5
and HK(IFRIC) 17 have not yet had a material effect on the
Group's results of operations and financial position as these
changes will first be effective as and when the Group enters
into a relevant transaction and there is no requirement to
restate the amounts recorded in respect of previous such
transactions.
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Notes to the Unaudited Interim Financial Report
AN B2 H SR M a T

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

(= HHII LA TFTIT)

2 CHANGES IN ACCOUNTING POLICIES 2
(CONTINUED)

ST BEREH (&)

30

In order to be consistent with the above amendments to
HKFRS 3 and HKAS 27, and as a result of amendments to
HKAS 28, Investments in associates, and HKAS 31, Interests
in joint ventures, the following policies will be applied as from
1 January 2010.

- If the Group holds interests in the acquiree immediately

prior to obtaining significant influence or joint control,
these interests will be treated as if disposed of and re-
acquired at fair value on the date of obtaining significant
influence or joint control. Previously, the step-up
approach would have been applied, whereby goodwill
was computed as if accumulated at each stage of the
acquisition.

- If the Group losses significant influence or joint control,
the transaction will be accounted for as a disposal of
the entire interest in that investee, with any remaining
interest being recognised at fair value as if reacquired.
Previously such transactions were treated as partial
disposal.

Consistent with the transitional provisions in HKFRS 3 and
HKAS 27, these new accounting policies will be applied
prospectively to transactions in current or future periods and
therefore previous periods have not been restated.

Other changes in accounting policies which are relevant to the
Group are as follows:

As a result of the adoption of HKFRS 3 (revised 2008), any
business combination acquired on or after 1 January 2010
will be recognised in accordance with the new requirements
and detailed guidance contained in HKFRS 3 (revised 2008).
In addition to the Group’s existing policy of measuring the
non-controlling interests (previously known as the “minority
interests”) in the acquiree at the non-controlling interest’s
proportionate share of the acquiree’s net identifiable assets,
in future the Group may elect, on a transaction by transaction
basis, to measure the non-controlling interest at fair value.
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Notes to the Unaudited Interim Financial Report

ARAEEIX T IR E M oE

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

2 CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

- As a result of the adoption of HKAS 27 (amended 2008), the
following changes in policies will be applied as from 1 January
2010:

- If the Group acquires an additional interest in a non-
wholly owned subsidiary, the transaction will be
accounted for as a transaction with equity shareholders
(the non-controlling interests) in their capacity as
owners and therefore no goodwill will be recognised
as a result of such transactions. Similarly, if the Group
disposes of part of its interest in a subsidiary but still
retains control, this transaction will also be accounted
for as a transaction with equity shareholders (the non-
controlling interests) in their capacity as owners and
therefore no profit or loss will be recognised as a result
of such transactions. Previously the Group adopted the
policy consistent with that required by the amended
standard.

- If the Group loses control of a subsidiary, the
transaction will be accounted for as a disposal of the
entire interest in that subsidiary, with any remaining
interest retained by the Group being recognised at
fair value as if reacquired. In addition, as a result of
the adoption of the amendment to HKFRS b5, if at the
balance sheet date the Group has the intention to
dispose of a controlling interest in a subsidiary, the
entire interest in that subsidiary will be classified as
held for sale (assuming that the held for sale criteria in
HKFRS 5 are met) irrespective of the extent to which
the Group will retain an interest. Previously such
transactions were treated as partial disposals.

In accordance with the transitional provisions in HKAS 27,
these new accounting policies will be applied prospectively
to transactions in current or future periods and therefore
previous periods have not been restated.
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2 CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

- As a result of the amendments to HKAS 27, as from 1 January
2010 any losses incurred by a non-wholly owned subsidiary
will be allocated between the controlling and non-controlling
interests in proportion to their interests in that entity, even
if this results in a deficit balance within consolidated equity
being attributed to the non-controlling interests. Previously,
if the allocation of losses to the non-controlling interests
would have resulted in a deficit balance, the losses were only
allocated to the non-controlling interests if the non-controlling
interests were under a binding obligation to make good the
losses. In accordance with the transitional provisions in HKAS
27, this new accounting policy is being applied prospectively
and therefore previous periods have not been restated.

- HK(IFRIC) 17 requires distributions of non-cash assets
to owners to be measured at the fair value of the assets
distributed. This will result in a gain or loss being recognised
in profit or loss to the extent that the fair value of the
assets is different from their carrying value. Previously the
Group measured such distributions at the carrying value of
the assets distributed. In accordance with the transitional
provisions in HK(IFRIC) 17, this new accounting policy will
be applied prospectively to distributions in current or future
periods and therefore previous periods have not been

restated.

- As a result of the amendment to HKAS 17, Leases, arising
from the “Improvements to HKFRSs (2009)” omnibus
standard, the Group has re-evaluated the classification of
its interests in leasehold land as to whether, in the Group’s
judgement, the lease transfers significantly all the risks and
rewards of ownership of the land such that the Group is in
a position economically similar to that of a purchaser. The
Group has concluded that the classification of such leases
as operating leases continues to be appropriate. This change
in accounting policy has no material impact on the current
or previous periods as the lease premiums in respect of all
such leases are fully paid and are being amortised over the

remaining length of the lease term.

2
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SEGMENT REPORTING

The Group manages its businesses by divisions, which are

organised by a mixture of business lines (property leasing and

property development). In a manner consistent with the way in

which information is reported internally to the Group’s most senior

executive management for the purposes of resource allocation and

performance assessment, the Group has identified the following

two reportable segments. No operating segments have been
aggregated to form the following reportable segments.

(a)

Property leasing: this segment leases retail properties to
generate rental income and to gain from the appreciation in
the properties’ values in the long term. Currently the Group's
investment property portfolio is located entirely in the PRC.

Property development: this segment develops and sells
office premises, residential and retail properties. Currently all
the Group's property development activities are carried out in
the PRC.

Segment results, assets and liabilities

In accordance with HKFRS 8, segment information disclosed
in the interim financial report has been prepared in a manner
consistent with the information used by the Group’'s most
senior executive management for the purposes of assessing
segment performance and allocating resources between
segments. In this regard, the Group's senior executive
management monitors the results, assets and liabilities
attributable to each reportable segment on the following
bases:

Segment assets include all current and non-current assets
with the exception of trading securities, deferred tax assets
and other corporate assets. Segment liabilities include all
trade and other payables, accruals, receipts in advance and
rental and other deposits.

(BB BHBI AN BT TS T)

72 BB &

AEBZREEB R (MEEERYE
RE)BD 2D MEREER - NEE
BEREEMASERSETREEAR
REANEREERF[HRRZAE
HERZ TR - & T IIMERBRED
o AEEIWES GHELE D A
TONEREDE -

- DEEE: AHHEETEWEN
BREVE S WA FER K Y ETHE
W - M AEEZ REYEAS
BRI

—  PERT ASBHERMERT
- EERTENE - REAEE
ZHAMERTRBEER G BE
7 o

(a) 2HEE BERERE

RBEBMBIREEANESS -
R ERREZ D EER
ERRTEAEERSETHRER
AB RS D JF R IR K& 2 36
BREEZERMAE - st
FOAKREZSETREBASRE
ATELEERRAREDILZ %
B BERAE:

NHEERFBEMERDRIFRDE
E(REERS BERBEER
EfdEEEN) - HHEBEERE
P FE R AR R R LB A 30~ FRER
B EWER AEREMR

Revenue and expenses are allocated to the reportable WREASY 2B HEEZHE

segments with reference to sales generated by those
segments and the expenses incurred by those segments or
which otherwise arise from the depreciation or amortisation
of assets attributable to those segments.

KX KA S RS 2 BESTE X
BHMELE  SEERARES

7B o
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3 SEGMENT REPORTING (CONTINUED) 3 oEEHkE (E])
(a) Segment results, assets and liabilities (continued) (a) B BEERBE(HE)

The measure used for reporting segment profit is the RARRED RN ZRRTEBD
segment results, adjusted for items not specifically attributed HELE - WS BEARSERER D
to individual segments, such as directors’ and auditor’s H2EE (WEERZEEM 2 X
remuneration and other corporate administration costs. HAb D EEITHAKA) (EH AR -
The Group’s most senior executive management has been AEERRETREEEEEEA
identified as the Board. Information regarding the Group's B2 - REREE LD BRIFF
reportable segments for the purposes of resource allocation HARERAERE H BROER T
and assessment of segment performance for the period is set R e
out below.

Property leasing Property development Total

NERE LIE RN @i
2010 2009 2010 2009 2010 2009

RMB000  RMB'000  RMB'000  RMBO00  RMB000  RMB'000
AR®TR  ARBTR ARBTR ARETL ARETR ARETR

For the six months ended 30 June

HZ6A30AL~EA
Revenue from external customers SMREF WA 31,039 25,058 82,327 46,616 113,366 71,674
Net increase in fair value of REMENAR

investment properties byl 25,755 27,761 - - 25,755 27,761
Net increase in fair value of BRPRENE

investment properties fR7 ER)

under development EmEE 114,208 - - = 114,208 =
Depreciation and amortisation FEREH (172) (194) (1,672) (1,226) (1,844) (1,420)
Reportable segment profitflloss)  BHED

W/ (BiE) 161,027 40,004 (9,807) (513) 151,220 39,491

At 30 June 2010/ 31 December 2009
1201046 A308,/2009% 12 A 31 A
Reportable segment assets BERENDEE 1,811,468 1,444,714 3,883,905 2,674,657 5,695,373 4,119,371
Reportable segment liabilities ARESHEE 68,238 64,970 760,234 361,896 828,472 426,866
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3 SEGMENT REPORTING (CONTINUED) 3 OERE(E)
(b) Reconciliations of reportable segment profit or loss, (b) ZERESBER BEREENH
assets and liabilities ®

Profit Al
Reportable segment profit JERE D B A 151,220 39,491
Other revenue and net income E AU A R a2 F 5 5,047 39,005
Depreciation and amortisation PrEe Ry (19) (193)
Corporate finance costs R RAR (33,629) (43,221)
Net change in fair value of derivative TESRTAMNARERN

financial instruments BB FE 8,446 (17,136)
Other corporate expenses HEbh¥ERS (26,815) (6,292)
Consolidated profit before taxation BB ATAR S 104,250 11,654

Assets BE

Reportable segment assets EWREDIHEE 5,695,373 4,119,371
Trading securities BEBEES 3,465 4,519
Deferred tax assets BRI TR A B 54,383 49,947
Unallocated corporate assets REEDEMEEE 863,527 382,853
Consolidated total assets IRABEE 6,616,748 4,556,690
Liabilities af&

Reportable segment liabilities ERENHEE 828,472 426,866
Taxation payable FERIFTE 256,672 262,552
Deferred tax liabilities REFIHA R 268,739 231,634
Unallocated corporate liabilities REEDEMTERE 3,469,477 1,914,801
Consolidated total liabilities FeMas 4,823,360 2,835,853
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(BHBHIA) AN BT TIT)

4 OTHER REVENUE 4 HA
Interest income FEUTA 3,573 4,223
Reversal of impairment loss on BEREBRARE
loans and advances EEEE - 5,000
Others Hih 1,133 2,835
4,706 12,058
5 OTHER NET INCOME Hib R F5E
Net exchange gains/(losses) P& H Uezs(E51R) F 45 1,407 (10,827)
Net unrealised (losses)/gains BEEHFNARRE
on trading securities (518) W 558 (1,054) 417
(Loss)/gain on disposal of property, HEME - BE K&
plant and equipment 2 (E18) Meas (12) 88
Gain on repurchases BREERE
of the Senior Note ZWE - 37,269
341 26,947
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(R BHIIN AN TILET)

PROFIT BEFORE TAXATION 6 BRBIADER
Profit before taxation is arrived at after charging: B AT FII 2 HIBR ¢

Interest on borrowings BEFE 141,450 67,858
Less: interest expense B FEEBREREA

capitalised as properties FFHENERPYE

under development for sale (107,821) (24,637)
Finance costs BLE R 33,629 43,221
Amortisation of leasehold land MELwM 688 589 _
Depreciation e 1,799 1,508
Less: amounts capitalised B RREENMEASF

as properties under HE KR R

development for sale (624) (484)
.. 175 . 1.024
Total amortisation and depreciation B RITEESE 1,863 1,613
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7 INCOME TAX 7 FIBH

Six months ended 30 June
HZ6H30HIEKEA
2010 2009
RMB’000 RMB’'000
AR¥T T ARBF T

Current tax REABIR
Provision for PRC R 1 2 PSR

Corporate Income Tax 5,726 3,979
Land Appreciation Tax T HBIEER 4,412 =

10,138 3,979

Deferred tax ELEBE
Origination and reversal of TR ERZEE KRR

temporary differences 32,668 6,940

42,806 10,919

Pursuant to the rules and regulations of the Cayman Islands and the BIEFREHESRREREZESHNHA R
British Virgin Islands (“BVI"), the Group is not subject to any income ROl REBHBAEMMNHESHERER
tax in the Cayman Islands and the BVI. No Hong Kong Profits Tax has ERXHEENEAMAER AR AEER
been provided for as the Group does not have estimated assessable ERWET MG ERTWA - QI E
profits in Hong Kong. B BATEREL &R -
The provision for PRC Corporate Income Tax is based on a statutory B Z=2010F 6 A30H LA @ RIEFH
rate of 25% (2009: 25%) of the taxable profits determined in BEBMEHER  AEEZHEBR A
accordance with the relevant income tax rules and regulations in BT IE R F 25% (2009 4F : 25% ) HETE
the PRC for the six months ended 30 June 2010, except for certain TEMBHEBE R BREFTURF
subsidiaries of the Group located within the special economic LOEEEANEBATR 0 R2010FKZSE
zones in the PRC for which the applicable preferential tax rate is Fif B R Rl iE B BB K 22% ST E ERTE
22% for 2010. The preferential tax rate will be gradually increased HMABEMBERERERILEREZR2011F
to 24% and 25% for the years ending 31 December 2011 and &2012F12 A3 BIEFE D RIEEE
2012 respectively. Accordingly, the deferred tax of the Group is 24% & 25% ° Bt - AEEZIELERIE
recognised based on tax rates that are expected to apply to the IR EEEWRERS B EREERTEE
period when the asset is realised or the liability is settled. 2 EFARE T LAMER ©
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8 EARNINGS PER SHARE

(a)

(b)

Basic earnings per share

The calculation of basic earnings per share is based on the
profit attributable to equity shareholders of the Company of
RMB62,066,000 (2009: RMB1,145,000) and the weighted
average number of shares in issue during the period of
1,188,116,000 (2009: 1,040,250,000).

Diluted earnings per share

For the six months ended 30 June 2009, diluted earnings
per share equal basic earnings per share as there is no
outstanding potential dilutive shares.

For the six months ended 30 June 2010, the calculation of
diluted earnings per share is based on the profit attributable to
equity shareholders of the Company of RMB62,066,000 and
the weighted average number of shares of 1,193,545,000,
calculated as follows:

(BB BHBI AN BT TS T)

8 BRER

(a)

(b)

BREFER

FIREARRF THRE A AN A 7]
7 AR R FEA 3 A1 A R 6 62,066,000
JL(20094F : A R ¥1,145,000
To) - AR AR B TR (5 /9 AN
9 $81,188,116,000(20094F :
1,040,250,000) 5 & -

BREERR

HZE2009%F6 A30H IENEA - B
P 2 18 R AT B IR BB ALY -
FREERFNERTRERRBR -

EZE2010F6 A30 8 LA A
BREERF THREAN D AR
RIE(R R A AR 62,066,0007T &
R% 15 H4E SF 5 28 1,193,545,000 51
B EFRET

Six months ended

30 June 2010
HZ20105
6 A30HIEAEA
‘000
T
Weighted average number IR IR I9 8 (#58)
of shares (diluted)
Weighted average number BT IR E
of shares in issue 1,188,116
Deemed issue of ordinary AR AR IR R AR AT &
shares under share option RERITLER
scheme for nil consideration 5,429
Weighted average number of 76 A 30 B Bk {5 ANk
shares (diluted) at 30 June EHE (S 1,193,545

For the six months ended 30 June 2010 and 2009, there
are no dilutive effects on earnings per share upon deemed
exercise of the Warrants (as defined in note 12) granted in
prior periods.

#ZE 20104 % 200946 H 30 A 171
A RBERRERE 2 RRERE (E
= R 12) NIRRT TR LB
BRENECHETE -
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10

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2010, the Group has the
following material additions to its property, plant and equipment:

(a)  Acquisition of a property in Hong Kong as directors’
quarters at a consideration of HK$10,565,000 (equivalent to
RMB9,634,000); and

(b) At 30 June 2010, upon a change of the intended use of certain
properties of the Group, an amount of RMB17,796,000, being
the cost of the properties at the transfer date, was transferred
from inventories to property, plant and equipment.

INVESTMENT PROPERTIES AND
INVESTMENT PROPERTIES UNDER
DEVELOPMENT

All investment properties of the Group were revalued as at 30
June 2010 by an independent firm of surveyors, Knight Frank Petty
Limited, who has among their staff Fellows of the Hong Kong
Institute of Surveyors with recent experience in the location and
category of property being valued, on an open market value basis
calculated by reference to the net income allowing for reversionary
income potential.

Investment property under development is carried at fair value at
the earlier of when the fair value first becomes reliably measurable
and the date of completion of the property. Any changes in fair
values will be recognised in profit or loss, consistent with the policy
adopted for all other investment properties carried at fair value.
The investment properties under development, are valued as if
they were completed in accordance with the relevant development
plan allowing for any future construction and other relevant costs
required for completion of the development, and where appropriate,
by reference to the comparable market sale and purchase
transactions.

During the period ended 30 June 2010, upon a change of the
intended use of certain properties of the Group, an amount of
RMB329,000,000, being the valuation of the investment properties
under development at the transfer date, was transferred from
inventories to investment properties under development. As a
result, the profit attributable to equity shareholders of the Company
increased by RMB85,656,000 for the six months ended 30 June
2010, representing the increase in fair value of RMB114,208,000 for
investment properties under development previously carried at cost
net of related deferred tax of RMB28,552,000.

At 30 June 2010, certain investment properties and investment
properties under development of the Group were pledged against
bank loans granted to the Group.

10

MK~ BE KRR
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11 TRADE AND OTHER RECEIVABLES 11 BRI H UK
Included in trade and other receivables are trade receivables with JE U BR SR B 5 1A B U BR 3R R L th iR U 3K
the following ageing analysis as at the balance sheet date: A REEBHERESITHT ¢

0 to 3 months 0Z3EA 42,749 81,584
More than 3 months but HBiA3EAE

less than 6 months LH61EA - 2
More than 6 months but BiB6EAE

less than 1 year LR F 23,657 6
Over 1 year iR F 14 495
Total trade receivables FEM R R 42 5E 66,420 82,087
Other receivables HoAf YR 120,657 110,020
Loans and advances B REK 156,418 228,031
Subtotal of loans and BRI EYGR NGt

receivables 343,495 420,138
Prepayments and deposits ERREES 546,199 277,381

889,694 697,519

Trade receivables are due within 3 months from the date of billing. FEURBE R FABEBE X H A 7% 3 8 A I HF -
The Group has a defined credit policy. In respect of rental AEBBEASHHEAKRE - a8
receivables from property leasing activities, monthly rentals are HMEEWES  HAEABLMWNEAR
received in advance and sufficient rental deposits are held to cover HeREHREANTEERS URERE
potential exposure to credit risk. The Group has no other collateral CEEEZHRER AEBEYERATEE
from its customers. The Group has also arranged bank financing BMEMIEH - KAEBTIAETYEER
for certain purchasers of properties and provided guarantees to RBEFRTHERIERERUGEZES
secure repayment obligations of such purchasers. Details of these REAEEET  BERSEENERS
guarantees are set out in note 16. BIE ML 16 ©
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12 NON-CURRENT BORROWINGS

The analysis of the carrying amounts of non-current borrowings is as
follows:

12 FEEHAfEE&

FENHMBERZREESFTAT

Bank and other borrowings — secured (note (b)) R1T R EAEE — 2K (i (b)) 1,893,717 1,211,177
Senior Note (note (c)) B (M () 185,730 182,657
2,079,447 1,393,834

(a)  Except for the Senior Note set out in note (c) below, all non-
current borrowings are interest-bearing at floating interest
rates. Accordingly, the carrying amounts of these borrowings
approximate their fair values.

(b) At 30 June 2010, certain bank and other borrowings were
secured by certain properties under development for sale of
the Group and the ordinary shares of the Company held by the
Company's ultimate holding company.

(c) Senior Note

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

A2 Hong Long Holdings Limited  Interim Report 2010

(a)

(b)

(c)

B N SCBRE (c) PREB ST RIRSN - A
BIFRNEE BIF B A KRGS o
b ZEEEZRAEEEAAE
HE °

M2010F6 A30R @ HEFRITRHE
EEUNAEEE THLHENER
PR BN AREIERA R
BRARR R BRI (EHE A

R A A AR 2007 F9 A 20 HET
UHBEERR([ZREHERE])
RN B 1T 900 fE Bz /08 7k = 4%
(FriE Rl B5EEHE])%81,000,000
DR RIRET ([RIREF])
K £ %84 £ 590,000,000 % T ©
BRAEBIRFENE125%:TE ' A
BEEME—K - XHER20124F
10 A3HEIA - BEEEESH -
BRAREZITAZETAHER
201210 A28 - ¥ P ITE(E
XETEERARZEGHERR) S
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12 NON-CURRENT BORROWINGS (CONTINUED)

(c)

Senior Note (continued)

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

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

As at 30 June 2010, the Senior Note can be analysed into the
following components:

(i) Liability component for the Senior Note represents the
present value of the contractually determined stream
of future cash flows discounted at the rate of interest
determined by the market instruments of comparable
credit status taken into account the business risk of
the Company as well as the large amount of the Senior
Note, but without the conversion option. The effective
interest rate of the liability component is 17.80% (31
December 2009: 17.80%) per annum.

(ii) Warrant represents the fair value of the right to
subscribe for the Company’'s equity shares at
applicable exercise price.

(BB BHBI AN BT TS T)

12 FEHIEE (&)

(c)

BRRE (8)

RREESHESEAANEE - &
ARER—BELREE  UE
20104 10 A 3 B = A 1 T o] B
- RESRASTEN100% 2
106.25% HY & [B18 5 = & 5] 5 #f
WIERARMFE (F) - EE2H
RED BRI - 20101083
B ATEAIERERE - ANA R FTIEAESR
BEEEBEARSEN100% SMEE
5] B HA A9 & 1 )55 8 DA KR FB 4R R 15 F)
B(wns) BREZIHMmMIEXSEE
=9 o AN - 1A2010F 10 A3 HAN
AR - ARRRBESRAS
XM 112.5% B INEFEE B #H T8
RBAMAE (F) - BRKZTHE
BASABEERI35% ERE T REE
ANARRDHIFTEFIE °

BERBRARAN—REME X
NHER 78 @ ER AR R E BHRER
TRAREEN B RE X R
RERRKREME  LESNESE
ELEARRNBA M EERIE
B e EZE RS (XZIFNLE
BERBEREENERNEEER
R) - BERBEREAGRERZA
AARBETERRZMNHERR
AR gt AN 2 B UL ER B AR A (B
EME  BARBERINEIHE
B EBAENARRWEEREE -

R2010F6 A30R  BAZEEA S
MEBATHS :

(i) BEEZBENABRIDSEELD
EBENRFBSRERRN
BE MAKBRSREE
RS VNGIECE Y5 V095
AENEBEZR(ELEE
MERE) - RO BREEMR
ME T 5 T B E R Al =R
il BEDBDHERF
R BT F17.80% (2009 F
12 A318 :17.80%) °

(i) REEFEVZERTEE
REBA QAN E A
RfE e
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(= HHII LA TFTIT)

12 NON-CURRENT BORROWINGS (CONTINUED) 12 ERNEAEE (&)

(c) Senior Note (continued) (c) EBEEEE)
The movement of different components of the Senior Note BEZETREBO PR E B
during the period is set out below: FEAR -

At 1 January 2010 7201091 A1H 182,657 30,252 212,909
Transaction costs amortised BEHER KA 3,778 - 3,778
Exchange differences FE =5 (705) (230) (935)
Net change in fair value AR EED)FHE - (8,446) (8,446)
At 30 June 2010 201046 A30H 185,730 21,576 207,306
The fair value of the liability component of the Senior Note is R2010F6 A30H ' BEAZIEMNE
not materially different from its carrying value as at 30 June BRSO A R EEEREETEE
2010. RER -
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(R BHIIN AN TILET)

13 TRADE AND OTHER PAYABLES, AND 13 BAERN - HUBEMRKEER
ACCRUALS 2
Included in trade and other payables, and accruals are trade payables ERERR - Bt R RERERBRE
with the following ageing analysis as at the balance sheet date: FEAERAR - NEE B EMRER DT

Due within 3 months or on demand 3B A NSIR EsRER 55,925 33,306
Total trade payables FEfSBR TR 4B RE 55,925 33,306
Amounts due to directors ERNEZEEHIE 1,656 777
Derivative financial instruments (note 12) PTESBMIT A (HE12) 21,576 30,252
Other creditors and accrued charges EMENRRIERER 833,324 413,698
912,481 478,033
14 CAPITAL, RESERVES AND DIVIDENDS 14 BEX - FERKRE
(a) Dividends (a) KE
A special dividend of HK$0.15 per ordinary share has been FREBRNSEBITZERKREE
declared on 5 February 2010 and paid on 31 March 2010. #2010 2 A HERITHKR 20104

3A31BXft -

Except for the special dividend, the Board does not BRI BN EESERAITE
recommend the payment of an interim dividend for the six IRELZ=2010F6 A30H IE/N@A 2
months ended 30 June 2010 (2009: Nil). FRHEARS S (2009 4F : &) -

No dividend payable to equity shareholders of the Company R - SEERTMBFEESR BN
attributable to the previous financial year, has been approved FEAS AR B A 2 AR R A% B EHE M
or paid during the current period. A e

—s-sEaggRs BrEraRAT 45
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14 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

14 BEXR - FERKRE (E)

46

(b)

Share capital

(i)

(ii)

(iif)

On 11 January 2010, the Company has issued
80,000,000 ordinary shares of HK$0.01 each at
an issue price of HK$0.95 per ordinary share to
settle an upfront fee of HK$76,000,000 (equivalent
to RMB66,886,000) for the US$40,000,000 (31
December 2009: US$26,000,000) credit note obtained.

On 11 January 2010, the Company has issued
25,000,000 ordinary shares of HK$0.01 each at
an issue price of HK$0.95 per ordinary share to an
independent third party for settlement of an advance
received.

On 5 February 2010, a special dividend of HK$0.15 per
ordinary share has been declared. 66,421,000 ordinary
shares were issued on 31 March 2010 as payment of
the special dividend in the form of scrip dividend.

On 9 February 2010, options were exercised to
subscribe for 19,000,000 ordinary shares of the
Company at a consideration of HK$11,400,000
(equivalent to RMB10,006,000) of which HK$190,000
(equivalent to RMB167,000) was credited to share
capital and the balance of HK$11,210,000 (equivalent
to RMB9,839,000) was credited to the share
premium account. HK$14,799,000 (equivalent to
RMB14,753,000), has been transferred from the capital
reserve to the share premium account.

No options were exercised during the six months
ended 30 June 2009.

(b)

&N
(i)

(ii)

(iii)

®2010F1 8118 » KAF]
ABITESR L@ 0.95 75
7T 317 80,000,000 A% A
E0.01 B LA LM - LA
~HER5 40,000,000 3% 7T (2009
%12 A31 8 : 26,000,000
) EERBMEENEHE
FA 76,000,000 7% 7T (FEE A A
¥ 66,886,000 JT) °

®2010F1A11H & A
AIABITETRE®X0.95
BILA — BN B = AT
25,000,000 % & AR EI1E 0.01
BRI E B - UESNER

R2010F2 AGHE ERE
&A% 0.16 7 7T 2 B IR
B ° 66,421,000 f% E@AEE
20103 A31 HERTIL
PARR AR B 2 =X 32 A9 45 Bl %

B o
o

m2010%2 A9H
REEEITE ARE
11,400,000 7T (FHE R A
R # 10,006,000 7T ) R
19,000,000 fx A< A &I AR 17
H 190,000 87T (FHER A
R# 167,000 7T) 2 B AR
BRAR - M#R%EE 11,210,000 7%
7t (FHE R AR ¥ 9,839,000
TL) BEEEARG HERR o
14,799,000 7T (FHE R A
R #14,753,0007T) 2 B &
NEBEEROEBERR ©

HZE200996 A30H 1E/< @
PSRRI B AT o
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14 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(c)

(d)

Terms of unexpired and unexercised share options as at
the balance sheet date

14

(c)

(R BHIIN AN TILET)

X dEkRE (H)

REESEBERARERRARTER
IR B B9 R K

22 August 2007 to 21 February 2012 20076F8A22H%201252A21H HK$0.60 - 19,000,000
0.607%7T

15 November 2007 to 14 May 2016 2007511 A158£ 201655 A 14H HK$1.84 27,951,000 27,951,000
1.8487C

10 April 2008 to 9 October 2017 20084 A10HZ 2017510 A9H HK$2.99 1,000,000 1,000,000
2.99%7T

13 August 2008 to 13 August 2018 200868 A 13HZ 201858 A 13H HK$1.70 8,000,000 8,000,000
170587

36,951,000 55,951,000

Each option entitles the holder to subscribe for one ordinary
share of the Company.

On 3 October 2007, 81,000,000 Warrants were issued to
the initial purchasers of the Senior Note. At the balance
sheet date, there were 81,000,000 outstanding Warrants.
Each of the Warrant holders is entitled to subscribe in cash
at an exercise price, subject to certain conditions of reset
and adjustment, of HK$3.36 each for one ordinary share of
HK$0.01 each of the Company at any time from 3 October
2007 to 2 October 2012. On 20 September 2008, the
exercise price of the Warrants had been reset to HK$1.68,
being 50% of the initial exercise price of HK$3.36. There
were no reset of exercise price of the Warrants during the
period. The Warrants when exercised in full would, with
the present capital structure of the Company, result in the
issue of 81,000,000 additional ordinary shares of HK$0.01
each and aggregate subscription monies of HK$136,080,000
(31 December 2009: HK$136,080,000) before the related
expenses.

(d)

BHRRER TRE AN RS
—RRAREEBA

R 2007F10A3H » &ARQ AT
81,000,000 RIKEBE TFEEE
BHRVIES - REEAEBXRA -
i & 81,000,000 17 & 1T 1 72 A% ##
F o I RBER B AR H2007
F10H3H #£ £20129410A2H
IEEREERE - RITEE(RETE
TE KA EHRIR) §i%3.367%8
JL LIRS RESREE.01 BT
KR 2 A) 3B AR o 74200849 A
208 RBREENTEEEEE
16848 T BN 4417 F{83.36
B TLHI50% ° HI I £ 5 TE R AR
EENITERE - EARRNEEE
ABEET » BRREERSETE
B 1% 8 5k ZH 58 5 % 1781,000,000
REREE.IEITH LA
RIE R IEA NI B E A AT A
136,080,00078 7T (2009 4F 12 A 31
A : 136,080,000/87T) °

“E-ZHERHRE BEZRERATE
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(BHBHIA) AN BT TIT)

15 CAPITAL COMMITMENTS OUTSTANDING 15 HMRIWAPHBERENER
NOT PROVIDED FOR IN THE INTERIM AR
FINANCIAL REPORT

Contracted for [EEES) 881,888 550,229
Authorised but not contracted for EREERETL 3,384,425 1,944,644
4,266,313 2,494,873

16 CONTINGENT LIABILITIES 16 HAEE

Guarantees given to banks for mortgage RERTTE H A HER -
facilities granted to purchasers RETFAREEMEERD
of the Group's properties (note) RIBEEE (M) 370,000 370,000
Note: The Group provided guarantees in respect of mortgage facilities MeE : AEERE THRITRENIRBREEIR
granted by certain banks in connection with the mortgage loans HER ZERBRESLBEAEEE
entered into by purchasers of the Group's properties. Pursuant to the TFYHEERFAETLNIRIBER ° RIFE
terms of the guarantees, if there is default of the mortgage payments REOVER - WREERERIZBER
by these purchasers, the Group is responsible to repay the outstanding AEEBFEERBTEEERERNE
mortgage loans together with any accrued interest and penalty owed FERERERMERIR - MAEE
by the defaulted purchasers to banks. The Group is then entitled ERNEREEEERYENEATHARE -
to take over the legal title of the related properties. The Group's AEEMNERAROHZRBERRLAH
guarantee period commences from the dates of grant of the relevant HEE - W EREVS AR E ERE % kR
mortgage loans and ends after the purchaser obtained the individual AEEYEERI N 2EIRBERE R
property ownership certificate or up to a maximum of two years after SMERIER ©

the full repayment of mortgage loan by the purchaser of the Group’s
properties.
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17 MATERIAL RELATED PARTY TRANSACTIONS

The Group had the following significant transactions and balances
with related parties during the period/year:

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

Remuneration payable FET B <
Receipts in advance (note) TEURBR 3R (BT 5E)

ARG IR EMT T

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

(R BHIIN AN TILET)

17 BEALIHNEKRRS

AEBEREALRE FRAZEAR
SREEHIT

(a) HEAKHES SREZFAERH
ERXHEBREBNRZ RAA&HR

978 =
2,920 =

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

ENEERSREEABMESTIE
B - TR EMAREREHEE

Remunerations: B -

Directors BF 4,704 2,707

Senior management =SREEAS 1,700 738
6,404 3,445

Note: Receipts in advance represented pre-sale proceeds received
from the spouse of an executive director. The terms of such
transaction were carried out on normal commercial terms and

in the ordinary course of the Group's businesses.

FfeE - AR FIEE R AITERRBTE
BB - AR B GRTIE—RE
EHRRRNAEEIEREEBEE
LT ©

—E-TERRHE sEERERAT 49




Notes to the Unaudited Interim Financial Report
AN B2 H SR M a T

(Expressed in Renminbi Thousand Yuan unless otherwise indicated)

(= HHII LA TFTIT)

50

17 MATERIAL RELATED PARTY TRANSACTIONS
(CONTINUED)

(b)

Transactions and balances with the Group’s affiliated
companies and their directors

17 BEALTHEARS (&)

(b)

EASENBEEARREESHMN

At At
30June 31 December
2010 2009

A 20104F #2009 F
6H30H 12H31H
RMB’000 RMB'000
ARET ARETT

Prepayments (note (a)) Taf R (I3 (a) - 1,638

Other receivables (note (b)) o fth FEUER (I3 (b)) 13,030 -

Other creditors (note (c)) E A B BRI EE () (37,037) =

Note: PR EE -

(a) At 31 December 2009, the amount represented prepayments (a) 2009412 A318 B &K
for construction materials to a related party for use in the RERBERR ZEEMBTERNRK
Group's development projects. The terms of such transaction 16 UHASERZEEA ZH -
were carried out on normal commercial terms and in the I ERZ S IR —BEEERER
ordinary course of the Group's businesses. REEFEFEBHBERET ©

(b) At 30 June 2010, the amount represented short term advances (b) R2010F6 A308 * ZRIEHE
to a minority shareholder. The balance is unsecured, interest- REDERREIAK - R REE
free and has no fixed repayment terms. . 25 BEETERE -

(c) At 30 June 2010, the amount represented short term advances (c) R201066 A30H * ZRIEE

from an affiliated company held by a minority shareholder. The
balance is unsecured, interest-free and has no fixed repayment
terms.

18 ACQUISITION OF SUBSIDIARIES

(i)

On 24 January 2010, the Group has entered into an equity
transfer agreement with an independent third party to acquire
100% of the equity interest in Shenzhen Huaxingguang
Industrial Company Limited (“Huaxingguang”).
Huaxingguang was engaged in the development of
residential and commercial properties at Pinghu Street,
Longgang District, Shenzhen, the PRC. The acquisition cost
is comprised of cash consideration of RMB25,000,000 and
property consideration of RMB140,792,000. The property
consideration represented the estimated total cost of
completion of 25,850 square metre of gross floor area of
commercial properties and 6,000 square metre of gross
floor area of carparks to be delivered to the vendor upon
completion of construction. Huaxingguang became a wholly-
owned subsidiary of the Group after the completion of the
equity transfer.

PEERFENBBAREHR
R BRAEER 25 HBER

18 WHEKMIE A ]

(i)

201041 H248 @ REEE—7F
SNE=FEIREEERE - AWK
BRI MEREEERR AR ([
B ) 250 ARE o 2= EE N BR
JgEEE TR BENEREREY
¥ -WBEAABERERBEARE
25,000,000 T R WEREBARE
140,792,000 7T ° MEREEHR
EXEIRXNTEINELERE
#%25,850m? S R RIZEEEE
#56,000m? (Z B35 7 [T AR AR ©
EEBERREERETKE - BRA
AEEZEMBAA -
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18 ACQUISITION OF SUBSIDIARIES

(CONTINUED)

On 23 April 2010, the Group has entered into an equity transfer
agreement with Shenzhen Huifenglian Investment Company
Limited, an independent third party, to acquire 100% of the equity
interest in Shenzhen Hong Long Real Estate Company Limited
("Hong Long Real Estate”) and its subsidiaries (“Hong Long Real
Estate Group”). Hong Long Real Estate Group is principally engaged
in the development of a property development project at Dayawan,
Huizhou, the PRC. The aggregate consideration under the equity
transfer agreement is approximately RMB2,001,000. Hong Long
Real Estate became an indirect wholly-owned subsidiary of the
Group after the completion of the equity transfer on 23 April 2010.

The net assets acquired in the acquisition of subsidiaries during the

six months ended 30 June 2010 were as follows:

18

(R BHIIN AN TILET)

W R B R 2 = (4R

MW2010F 4 A230  AEBEEBYE=
7Y THE LB 48 & B R A A 5] 3 AR
HEpE - WEBRIIMEEEEAR
AR([EEEX]) REMB AR ([EE
BEXEE])100% BRiE - BEEXEEE
ENEMETEEMNAGENYEERE
HE - REBEREERGZE  RESHED
AHARM2,001,0007T © A201044 A 23
HIREEZETKE  BEEEXNARE
ERE2EHREAR -

= 201056 A 30 B [F75 M8 A KRB
REARABANEEFEMNT :

Net assets acquired: BRBEESE:
Property, plant and equipment L ERN S 2,340 - 2,340
Inventories FE 1,033,053 168,323 1,201,376
Trade and other receivables JE MR SR e E A PRI 86,777 - 86,777
Pledged deposits ERER 10,497 - 10,497
Cash at bank and in hand ROIERRRE 4,220 - 4,220
Trade and other payables, and accruals JERTBRSR « HAt TR
EREH (688,631) - (688,531)

Bank and other borrowings RITREMER (451,098) - (451,098)
Net identifiable assets and liabilities AHEEREEFE (2,742) 168,323 165,581
Non-controlling interests RS 2,212 - 2,212
Total consideration RELE (530) 168,323 167,793
Represented by: e

Cash consideration, paid BIRERE 27,001

Property consideration payable ERMERE 140,792
Total consideration RIELE 167,793

—s-—maggRs wrzrarRAT 5l
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DIRECTORS’ INTERESTS IN SHARES, EERRG - HERGOHESF
UNDERLYING SHARES OR DEBENTURES 2R
As at 30 June 2010, the interests of the directors in the shares, 201056 A308 » EERARQ Ak (A +E5

underlying shares and debentures of the Company or any of its FE(REERIEEMEXVEZHE) ([HEEE
associated corporations (within the meaning of Part XV of the Securities B ) 2B - HBRERG RESF T A RIEES K
and Futures Ordinance (the “SFO")) (the “Associated Corporations”) EIRGIE 352 1RBF E 2 B e sk iR ik L
as recorded in the register required to be kept by the Company under BITAEBHRITESRR S ZIZESFR([1ZEESFRI])
section 352 of the SFO or as otherwise notified to the Company and The MBTAMEARRRRERBHERSMBR AR ([H
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant AT 2RI

to the Model Code for Securities Transactions by directors of Listed

Issuers (the “Model Code"”) were as follows:

Long position in the shares of the Company
REATRGBZHRE

Mr. Zeng Yunshu LEREAE 3,773,023 - - - 3,773,023 0.31
Mr. Zhang Yijun? REH R - 24,000,000 - - 24,000,000 1.95
Mr. Zeng Sheng® BESSLES 380,000 - 642,320,000° - 642,700,000 52.22
Ms. Ye Qingdong EERZL 5,102,000' - - - 5,102,000 0.17
Mr. Ouyang Junxin B LEivd 2,104,000 - - - 2,104,000 0.41
Dr. LiJun ZHET - - - 1,000,000 1,000,000 0.08
Mr. Cheung Ngai Lam REMEE - - - 1,000,000 1,000,000 0.08
Notes: S
1. This represents interests held by the relevant director as beneficial owner. 1. HiEmIEEESEA B S A A 2% -
2. This represents (i) 11,162,791 shares held by Mr. Zhang Yijun and (ii) 2. LEFE () RIR BT SR B 2 11,162,291 BRARD K (i)
12,837,209 shares held by his spouse. R EALBRE A 2 12,837,209 IR 17 ©
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES OR DEBENTURES
(CONTINUED)

Long position in the shares of the Company (Continued)
Notes (Continued):

3. This represents interests held by Mr. Zeng Sheng through Grand Prosperity
Limited (“Grand Prosperity”), which holds 642,320,000 shares of the
Company. Mr. Zeng Sheng has 80% interest in Grand Prosperity, he is
therefore deemed to be interested in 642,320,000 shares of the Company.
Reference is made to the announcement of the Company issued on 21
December 2009 (the “Announcement”) and unless the context herewith
otherwise requires, terms used in this note shall have the same meanings
as in the Announcement. On December 16, 2009, Grand Prosperity entered
into the First Charge Over Shares in favour of the Security Trustee (acting
on behalf of the Onshore Lender). Under the First Charge Over Shares,
Grand Prosperity has agreed to charge the Grand Prosperity Shares to the
Security Trustee (acting on behalf of the Onshore Lender). The First Charge
Over Shares has been entered into as a continuing security for the Onshore
Facility provided by the Onshore Lender, which has been released during
the period ended 30 June 2010. On December 21, 2009, the Company
entered into the Credit Note with the Third Party, under which the Third
Party has agreed to make available to the Company the Offshore Financing
in the amount of US$40,000,000. The Offshore Financing has a term of two
years. Further, the Company has been advised that on December 21, 2009,
Grand Prosperity entered into the Second Charge Over Shares in favour
of the Third Party, by which Grand Prosperity agreed to charge the Grand
Prosperity Shares to the Third Party as a continuing security for the Offshore

Financing.

4. This represents interests in options held by the relevant Director as a
beneficial owner to subscribe for the relevant underlying shares granted by
the Company under the Shares Option Scheme, details of which are set out
in the section headed “Share Option”.

* The percentage has been adjusted based on the total number of shares of
the Company in issue as at 30 June 2010 (i.e. 1,230,671,384 shares).

Save as disclosed above, as at 30 June 2010, none of the directors had
any other interests or short positions in the shares, underlying shares
or debentures of the Company or any of its Associated Corporations
which had been entered in the register kept by the Company pursuant to
Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Other Information
Hi &R

EERKRN - AEROHEET
Z s ()

RAEXT R 25 & (F)
FieE (48)

3. It 36 B % B % 4E 38 #B Grand Prosperity Limited
([Grand Prosperity)) #% & 2 # # + 1 Grand
Prosperity$5 A 642,320,0000% A A FIAL 9 o & 5L
47 Grand Prosperity 2 80% 1z + BMEE A
75 642,320,000 R AR BIRR () 2 M2 o BARILA
RAEA2009F 12 A21 BHEZ AE(TZAE DR
BRAXSHBREIN - AMAER 2 ARz S
N EHEFEEZE > Grand Prosperity 720094 12 A
16 BET MR IAIARKREAEFTE) BT
T ARE—RPIFLE o BIFE—RHIAL  Grand
Prosperity [8 2 # Grand Prosperity %178 3 F 1K
WZFAAREENEFTE) ° sl LE—RH PR
THERBRNEHIREE 2 IRARE N RHERTE - ULIF
R 20104 6 A 30 H BRI R EFFR © 72009 F
128218 RRBEE=FILEERE @ Bt
F=HEERARARRESEA40,000,000 ET
HIRINELE  JRONRE 2 FHAME « hoN - AR
FJEEEAN » Grand Prosperity 722009412 821 H5]
SNNE=FRZm ANE ZRMHIRE - #EIt Grand
Prosperity [8 & # Grand Prosperity i {3 ## ¥ 5 =
T ERIRINRLE O RBIRE o

4. ULIEMERERIERESRA ARE 2 RRERE
& - ATRBRIEREER SR T 2 BERD - B
FEIEEON [RAHE] —#f -

* AOLLEREAARN2010F6 A30 AT
Ren 488k (BN 1,230,671,384 B%) {EH S o

B EXXFTREESN - 1220106 A30H @ HEES
FAZARQ ]Sk B AT AR A B 2 B - ARBER D k&
FHREALAREES LS EGEI2EMES
ZEFGMSIREE SR BTG A A R REB AT
Z R EA R SRR ©
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Other Information
Hip &R

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

As at 30 June 2010, the number of outstanding option shares granted
by the Company under the Pre-IPO Share Options and Share Option
Scheme to the directors to subscribe for shares of the Company, as
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code is set out in the section headed “Share
Option" of this report below.

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

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SHARE CAPITAL OF THE COMPANY

As at 30 June 2010, the interests of those persons in the shares of the
Company as recorded in the register required to be kept by the Company
under Section 336 of the SFO were as follows:

EERERORESFHNER

7201056 A30 A - #RMR7E 7 M HIE ({55 352 1%
AR EZ B MALEIRERETASITRAR
AINBZ S AARREERAFEERRR
LR IR T AIRB AR BN Z HARTTE
RBREB R FNARE T [ RHE] —65 -

B batdh - BIEAART - B AR - ERERN
AR REEBRARBMET LML BEES
BB E AR B AT E AR R 2 By T

e
e

FERRRADFARE 2

201056 A30R - RAR BN A IREES M
HIE (RHI5 336 G AN A RIZEFE 2 B ATacst 2
R ZZFEATIT

Mr. Zeng Sheng'
BH

Grand Prosperity’

Lehman Brothers Holdings Inc.?
("LB HLD")

CCB International Assets
Management (Cayman)
Limited® ("CCBIAML")

L: Long Position #¥&
S: Short Position A&
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Beneficial owner

EnlEEA

Interest of controlled corporation
SN AR

Beneficial owner

EamlEAA

Interest of controlled corporation
SN AR

Beneficial owner

EREEA

Interim Report 2010

380,000 (L) - 0.03%
642,320,000 (L) - 52.19%
642,320,000 (L) - 52.19%

60,608,000 (L) 9,000,000 (S) 5.66%
662,320,000 (L) 80,000,000 (S) 60.32%



SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN THE SHARE CAPITAL OF THE COMPANY
(CONTINUED)

Notes:

This represents interests held by Mr. Zeng Sheng through Grand
Prosperity, which holds 642,320,000 shares of the Company. Mr. Zeng
Sheng has 80% interest in Grand Prosperity, he is therefore deemed
to be interested in 642,320,000 shares of the Company. Reference is
made to the announcement of the Company issued on 21 December
2009 (the “Announcement”) and unless the context herewith otherwise
requires, terms used in this note shall have the same meanings as in the
Announcement. On December 16, 2009, Grand Prosperity entered into
the First Charge Over Shares in favour of the Security Trustee (acting on
behalf of the Onshore Lender). Under the First Charge Over Shares, Grand
Prosperity has agreed to charge the Grand Prosperity Shares to the Security
Trustee (acting on behalf of the Onshore Lender). The First Charge Over
Shares has been entered into as a continuing security for the Onshore
Facility provided by the Onshore Lender, which has been released during
the period ended 30 June 2010. On December 21, 2009, the Company
entered into the Credit Note with the Third Party, under which the Third
Party has agreed to make available to the Company the Offshore Financing
in the amount of US$40,000,000. The Offshore Financing has a term of two
years. Further, the Company has been advised that on December 21, 2009,
Grand Prosperity entered into the Second Charge Over Shares in favour
of the Third Party, by which Grand Prosperity agreed to charge the Grand
Prosperity Shares to the Third Party as a continuing security for the Offshore
Financing.

Lehman Brothers Commercial Corporation Asia Limited (“LBCCA"), which
holds in total of 69,608,000 interests in the Company as beneficial owner,
is owned 50% interests by each of LBCCA Holdings | LLC (“LBCCA 1”)
and LBCCA Holdings Il LLC (“LBCCA 1I"). Both LBCCA | and LBCCA I
themselves are wholly owned by LB HLD and accordingly, the shares in
which LBCCA are shown to be interested are also included in the shares in
which LB HLD is shown to be interested. The number of shares held and
underlying shares held under equity derivatives has been adjusted based on
the information from LB HLD.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN THE SHARE CAPITAL OF THE COMPANY
(CONTINUED)

Notes: (Continued)

3. This represents interests held by Central Huijin Investment Limited
("Central Huijin"”) through CCBIAML. Central Huijin has 57.09% indirectly
interest in CCBIAML. Central Huijin therefore deemed to be interest in
662,320,000 shares (long position) and 80,000,000 shares (short position) of
the Company, respectively. Reference is made to the announcement of the
Company issued on 21 December 2009 (the “Announcement”) and unless
the context herewith otherwise requires, terms used in this note shall have
the same meanings as in the Announcement. On December 21, 2009, the
Company entered into the Credit Note with the Third Party, under which
the Third Party has agreed to make available to the Company the Offshore
Financing in the amount of US$40,000,000. The Offshore Financing has
a term of two years. Further, the Company has been advised that on
December 21, 2009, Grand Prosperity entered into the Second Charge
Over Shares in favour of the Third Party, by which Grand Prosperity agreed
to charge the Grand Prosperity Shares to the Third Party as a continuing
security for the Offshore Financing.

* The percentage has been adjusted based on the total number of shares of
the Company in issue as at 30 June 2010 (i.e. 1,230,671,384 shares).

Save as disclosed above, as at 30 June 2010, the Company had not been
notified of any interests and short positions in the shares and underlying
shares of the Company which had been recorded in the register required
to be kept under section 336 of the SFO.

SHARE OPTION

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

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

As at 30 June 2010, a total of 36,951,000 share options were outstanding

granted under the Share Option Scheme. All share options granted under
the Pre-IPO Share Options have been exercised before 30 June 2010.
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SHARE OPTION (CONTINUED)

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

(a)

Pre-IPO Share Options
Purpose

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

Exercise Period

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

Exercise Price

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

Other Conditions

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

(@)  the commencement of dealings in the Shares;

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

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

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

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

Other Information
Hi &R

R ()

AT ERAFRBEENRBENBRETSZ 2
Rz -

(a)

BRARBEARRE
=)

REAKHEEEHERRERNAAEFLZE
B o

TR

H200748H22H#%2012F2 21 H1E -
BIrgEE=e(2RRB)UERSTRLE
(RIEBIEMITESHE) AlERIR - B0
RIETTE 2 B IR AR 3 E AT R 3% R
P& BARR 42 SR B B) R o

TE

B 0.60 B TR E N ARBE N RRIEET
FEmigTET 2R - BARQRN2007F2
A8 BTIEMBERER(RERER] T2
SR E R ARABEEEIRET5% - (TEEIH
REYBERAFHBENRBREL SAERAY
AEEEL 2 BERME T -

Bttt

(1) BREHERLHZEENRREAZIAT
B ANfERAF AR R

@ BOFAKBES

b) BERARBEEARRELAR
BB IR FATTRE -

© HBRAFZEEANRREEER
EBEANEAAME - TREER
K UHERAEEERARH
AR Z —IREM

(d)  BERAFEERBREZSA
RARBREBARRTF - BRI
BB 2 RB AR RE#
— T E RN 2 A AR
R B

e)  HBARAFEERBREZIEM
ITEAR AR R R AR T
RS2 E —HRIR - URER
EEET IR ZRE

—E-EEgRE wEEraRAT 57




Other Information
H i &R

SHARE OPTION (CONTINUED) R (18)
(a)  Pre-IPO Share Options (continued) (a) BEXRABBEAZRRE(H)
Bt ()

Other Conditions (continued)

(2)  The grantees shall not dispose of their respective shares 2 FAERBATEBUTAREEHRERAT
issued pursuant to the exercise of the Pre-IPO Share FER T2 ERNAARERNRREMN
Options granted to them in the following manner: BT 2R, -

(@)  in any number greater than 30% of all the shares (a) BARRQFRMDI2007F2 A 22
issued pursuant to the Pre-IPO Share Options BT EHmHEEDEBITER
granted to them within (2) two years from the shares ETREMEAN e EER
of the Company were listed on the Main Board of the BPRIEE X AFAEERRR
Stock Exchange on 22 February 2007 (the “Listing T EIT 2 FI B R ) 30% 2 1
Date”); %A :

(o) in any number greater than 60% of all the shares (b) BLTHERIH=FA  aR
issued pursuant to the Pre-IPO Share Options HEERTRIESAARAEE
granted to them within (3) three years from the BRI EMmMET ZFE R’
Listing Date; and 60% 2 EREE : &

(c)  all the shares issued pursuant to the Pre-IPO Share () BETMHBHEBHEOFRN  #F
Options granted to them within (4) four years from EERTFREEAAHRZEENR
the Listing Date. fRiEmEHITZEIERD ©

(3)  The Pre-IPO Share Options (if not already exercised) held Q) HBERFERZAFREEZHINAREKE
by each individual grantee shall lapse automatically upon AT RRR I (W RATE) R AR ELR
cessation of his/her employment with the Group, regardless LB Z AR AR KRB (R RERK
of how such cessation of employment arises. LEER) ©

(b)  Share Option Scheme (b) RIRFESTE

Purpose =)

RE RRHAR N BER TR E A LB FTE

Recognise and acknowledge the contributions that the grantees

had made or may make to the Group. HZER °

Participants SHE

Eligible participants include: AERSHERIE

(1) any director, employee, consultant, professional, customer, (1) ZAEHE  AEBBSEEZRZ 2 AFIHRZ
supplier, agent, partner or adviser of or contractor to the ARAMBARIZENES - B8 - B

M-FEAR FP gl K
2 BHRBmRARARE (BB
AL

Group or a company in which the Group holds an interest or
a subsidiary of such company (”Affiliate"”);
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SHARE OPTION (CONTINUED)

(b)

Share Option Scheme (continued)

Participants (continued)

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

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

Exercise Price

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

(1) the nominal value of the share;

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

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

Total number of shares available for issue and the percentage
of the issued share capital that it represents as at the date of

this interim report

104,025,000 shares, being approximately 8.45% of the issued
share of the Company.

Maximum entitlement of each participant

Not exceeding 1% of the shares of the Company in issue in any
12-month period.
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SHARE OPTION (CONTINUED)

(b)

60 Hong Long Holdings Limited

Share Option Scheme (continued)

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

Subject to the discretion by the Board and, in the absence of
which, from the date of acceptance to the earlier of the date on

which such option lapses and 10 years from the date of offer.

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

Subject to the discretion by the Board.

Amount payable on acceptance

HK$10.00 payable upon acceptance of the offer.

Period within which calls/loans must be made/repaid

Not applicable.

Remaining life of the scheme

The scheme will be valid and effective until 31 January 2017,
after which no further options will be granted but the provisions
of the scheme shall remain in full force and effect in all other
aspects. Options complying with the provisions of the Listing
Rules which are granted during the duration of the scheme and
remain unexercised immediately prior to 31 January 2017 shall

continue to be exercisable in accordance with their terms of grant,
notwithstanding the expiry of the scheme.
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SHARE OPTION (CONTINUED) IR E (&)

(¢) Movements of the Pre-IPO Share Options (c) BRLABBREANABREZEH
Movements of the share options, which were granted under the HZE2010%6 A30 8 L/l A MM - IRIEE
Pre-IPO Share Options, during the six months ended 30 June 2010 RARBENRIER L 2 RREZH MR
are listed below in accordance with rule 17.07 of the Listing Rules: (T5iR¥E ETRAIZE17.071§) ¢

Directors g
Ms. Ye Qingdong EERLT 5,000,000 - (5,000,000) - - 0.60  22.08.2007-
21.02.2012
Mr. Ouyang Junxin BRI 2,000,000 - (2,000,000) - - 0.60  22.08.2007-
21.02.2012
Continuous Contract BEGVER 12,000,000 - (12,000,000) - - 060 22.08.2007-
Employees 21.02.2012
Total Mgt 19,000,000 - (19,000,000) - -
Notes: BT
1. The vesting period for all the option granted is six months from the 1. FEEREARE ZBH A FTAER
Listing Date. BETNEA -
2. The exercise price of the share options, representing a discount 2. RREZTEERBRERMAZ &Y
of 756% to the maximum IPO Offer Price as described in the WAFBEEERETS% °
Prospectus.
3. All options were exercised on the same date, the closing price of the 3. FrAERBRIENRR BITE - ROEZERR
Shares immediately before that date was HK$1.55. ETE R EZ AT T{E A 1,658 T ©
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SHARE OPTION (CONTINUED) IR E ()

(d) Movements of the Share Option Scheme (d) RIREEZEE
Movements of the share options, which were granted under the HZE2010F6 A30H 1L/~ AAHIM - IBER
Share Option Scheme, during the six months ended 30 June 2010 IR B L 2 R EEE I T (TR £
are listed below in accordance with rule 17.07 of the Listing Rules: AN 17.07 15§71)) -

Directors s
Dr. Li Jun TREEL 15.05.2007 1,000,000 - - - 1,000,000 184 15.11.2007-
14.05.2017
Mr. Cheung Ngai Lam RRMEE 15.05.2007 1,000,000 - - - 1,000,000 184 15.11.2007-
14.05.2017
Continuous Contract ~ HHANES 16.06.2007 12,951,000 - - - 12,951,000 184 15.11.2007-
Employees 14.06.2017
10.10.2007 1,000,000 - - - 1,000,000 2.99 10.04.2008-
09.10.2017
Consultants B 15.05.2007 13,000,000 - - - 13,000,000 184 15.11.2007-
14.05.2017
13.02.2008 8,000,000 - - - 8,000,000 1.70 13.08.2008-
12.08.2018
Total @t 36,951,000 - - - 36,951,000
Notes: Fff3E
1. The vesting period for all the options granted is six months from the 1. FEERERRE, BEAAHREMEL
date of acceptance of the offer. BHAERT (@R -
2. The exercise price of the share options is subject to the adjustment 2. SRR 2 AT (B S PR AR S B 1T AT AR =k
in case of right or bonus issues, or other similar changes in the RRABIRAR Z B A JE A B i /5 A -
Company'’s share capital.
3. When the share options are lapsed or cancelled, the amount 3. ERRED RN - RRIRNERRE
previously recognised in capital reserve will be transferred to HREAL BEIEEZREET -

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

During the six months ended 30 June 2010, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the listed shares
of the Company.

CORPORATE GOVERNANCE

The Company has adopted the code provisions set out in the Code of
Corporate Governance Practices, as amended from time to time (the
“"Code"), as stated in Appendix 14 to the Listing Rules. As far as the Code
is concerned, the Company complies with all aspects of the Code during
the six months ended 30 June 2010 and up to the date of this report.

AUDIT COMMITTEE

The Audit Committee comprises four members, all being independent
non-executive directors of the Company. The Audit Committee has
reviewed the unaudited interim financial report for the six months ended
30 June 2010.

The unaudited interim financial report of the Company for the six months
ended 30 June 2010 have been reviewed by KPMG, the Company’s
external auditor, in accordance with the Hong Kong Standard on Review
Engagements 2410, Review of Interim Financial Information Performed
by the Independent Auditor of the Entity, issued by the HKICPA.

REMUNERATION COMMITTEE

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

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

CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers, as amended from time to time (the
“Model Code"”), set out in Appendix 10 to the Listing Rules as its code
of conduct regarding securities transactions of the directors of the
Company. On specific enquiries made, all directors have confirmed that
they have complied with the required standard as set out in the Model
Code during the six months ended 30 June 2010.

Employees who are likely to be in possession of unpublished price

sensitive information of the Company are also subject to compliance with
guidelines on no less exacting terms than the Model Code.

APPROVAL OF INTERIM REPORT

The interim report and the unaudited condensed consolidated financial
statements for the six months ended 30 June 2010 were approved and
authorised for issue by the Board on 20 August 2010.
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