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OPERATIONS REVIEW

1. REVENUE SOURCES

Revenue derived from operations in property development, property
investment, joint venture investments and construction materials in
the PRC constituted the most significant source of revenue to the
Group. An analysis is as follows:

(1) Property development

Turnover derived from property development decreased from
HK$1,554,856,000 to HK$940,207,000 compared with 2004. Projects
offered for sale during the year mainly consist of Nantong Tian An
Garden (Phase 2), Changzhou New City Garden (Phase 4), Wuxi Redhill
Peninsula (Phase 3), Beijing Park Apartments, Dalian Tian An Seaview
Garden (Phase 2B) and Changchun Tian An City One (Phase 2).

(2) Property investments

During the year, part of floor areas of Shanghai Tian An Centre has
been redesignated from sale to leasing purpose and has led to rental
income increase from HK$21,573,000 to HK$56,445,000, soaring by

162%. The rental income is expected to grow in 2006.

(3) Joint venture investments

2005 2004

FER FAT

HK$'000 HK$'000

(E23)

(Restated)

Contribution to profit/(loss)

Associates 15,122 (8,964)
Jointly controlled entities 82,125 36,158
97,247 27,194

Contribution from jointly controlled entities to profit for the year
increased by 127% to HK$82,125,000 in 2005. Shenzhen Tian An
New Technology Plaza (Phase 2) had substantial contribution to the
Group.

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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(4) BEYH (4) Construction materials

RZZZTRF  EBBEKERMEMRAT  The business of Shanghai Allied Cement Limited has incurred loss to

MEBREENEELRER - the Group'’s results for 2005.
2005 2004
FET FHET
HK$'000 HK$'000
ERT Turnover 349,437 377,844
w=F BB (B18) Contribution to profit/(loss) (10,131) 33,310
2. TEHE 2. MAIJOR SALES

HE-_ZZRAF+-_A=Z+—HBI+=1A For the twelve months ended 31st December, 2005, the Group's
B AEEMEEEHEFBERELLTH  sales activities were concentrated principally on the following projects:

D=
HEZHEER
GFA sold
BH Project A#®  Use FFHK m?
YRR 8RR Shenzhen Tian An New
E% (ZH) Technology Plaza (Phase 2) BT Office 19,033
J& M 2 B B A BHRR B Guangzhou Panyu Hi-Tech
(ZH) Ecological Park (Phase 2) BT Office 15,631
BN T AEE Changzhou New City Garden £%  Residential 13,024
EMNKLZRIE (—H) Changzhou Tian An Villa (Phase 1) {£% Residential 9,049
mBEKXLTIER Nantong Tian An Garden *= Residential 12,730
MGATILEE Wuxi Redhill Peninsula *= Residential 14,561
ERXRE5E Beijing Park Apartments %  Residential 18,482
RERLSE Changchun Tian An City One F%  Residential 9,262
REXLTBR Dalian Tian An Seaview
EE (ZEB) Garden (Phase 2B) *= Residential 14,124
st Total 125,896

Tian An China Investments Company Limited X% Bl & H R 2 A 13
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3. LAND PORTFOLIO

The Group currently has a landbank of an aggregate GFA of
approximately 5,248,000 m? (aggregate GFA attributable to the Group
is approximately 3,545,000 m?), located mainly in Shanghai, Shenzhen,
Guangzhou, Nantong, Wuxi, Changzhou, Nanjing, Fuzhou,
Changchun, Dalian, Wuhan, Zhaoging and Jiangmen etc.

As at 31st December, 2005, the Group’s land portfolio principally
consists of the following:

SEEM

BEEEHE

GFA

[ = attributable

Commercial Residential  to the Group

Region 5K m? 5K m? FEK m
Northern China - 374,400 374,400
Eastern China 233,800 1,368,700 1,602,500
Southern China 511,600 1,056,500 1,568,100
Total 745,400 2,799,600 3,545,000

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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4. EERIZI

HEZTRF+ZA=+—8 £X%£H

(BEWBARETE ARE AR RARE

HIAR]) EA2661E8T - RZZTTRFZ

BT RA4A77,954,00087C - AEBE T

ZEHMEEETISMEE BIHM(BES
RIEA) IBERRETE -

HE—ETERE+-_A=+—8I1F A&EH
EEBZHEBDT

B

EREBEEINASBETARRZERLE
B RERNEBMEBEIEZRE  BRO%E
BEIMMIZHEEREYE THNKEH
TEEBABNMEF R BHREMEIZ
145049 « RR B R AW B R B ER &5
MRE167E R E168E °

B #5 AR R
1. EERBRAKBME

R-ZETERE+-_A=+—H8  KEEHH
HFERBESERE KT AR HERA
ENHERE AEBEZRITEBRLKBRSHR
fE#838633,000,0008 L2 KFE » AASEE
ZABEERHERHEEES -

4. EMPLOYEE AND TRAINING

As at 31st December, 2005, the Group, including its subsidiaries but
excluding associates and jointly controlled entities, employed 2,661
persons. The staff costs for 2005 amounted to approximately
HK$77,954,000. The Group ensures that the remuneration packages
for employees are competitive and employees are rewarded on
performance related bases including salary and bonus.

The profile of the Group’s management staff as at 31st December,
2005 is listed below:

RABEAL XABEXHE
Qualified  University 25-358% 358 MUk
Region Professionals  Graduates Age 25-35 Age Over 35
Hong Kong 3 (68%) 2 (63%) 2 (11%) 7 (89%)
Northern
China 31 (67%) 44 (96%) 20 (43%) 26 (57%)
Eastern
China 74 (55%) 93 (69%) 43 (32%) 91 (68%)
Southern
China 20 (71%) 25 (89%) 0 (36%) 8 (64%)

Quality staff has always been the Group’s indispensable intangible
asset. Training programmes were organized during the year to ensure
that both the market sensitivity of the front line people and the cost
consciousness of the back office staff were well maintained. The
emoluments of key management personnel can be seen by reference
to notes 13, 14 and 49 to the financial statements. Details of the
share option schemes of the Company and its subsidiaries are set out
in pages 167 and 168.

FINANCIAL POSITION

1. Liquidity and Financing

As at 31st December, 2005, the Group maintained its liquidity at a
healthy level with a balanced portfolio of financial resources. The
total bank balances and cash reserves of the Group were maintained

at over HK$633 million, providing sufficient working capital for the
daily operations of the Group.

Tian An China Investments Company Limited X% R E%E AR Q7

15



16

R-ZEERF+-_A=+—8 AEBHzE
& 2% 492,495,000,0005 7T (Z B Z O 4 :
2,519,000,000/% T ) BiE DA
1,675,000,000%8 7t (= T = 4 &
1,842,000,000/% 7t) 820,000,000/ Jt (=
TZPU4E : 677,000,000/ 7T) 2 REEE K
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2. EEER

R-ZEZRF+_A=+—H KEBER—
RWE LA (BREEA142,177,00087T) 2
BRERETFRT  WEALEBREERITE
XEE MEZMBARBER —KWB AR
(BRMI{E 569,795,000/ JT) Z Mz IR E K 17
TIRT - UNERAEERES—RITEE - K
SER —KWEBRR (BRME /421,148,000
BT 2= BERTRT - UERQFER
BRITEE  MzMBRARMEERECRE
MERDE BERIREEREES A
335,611,000/ 7t }2.25,690,000/8 7t & K48 F
R1T - MEREEDNEFRITEE - F&£BR
BB QA (BR M {8 4 392,596,0008 T) 2 4
HEEBTFHRAA  WEAEBRSHEME
B MZENBARMEEAZIRAMER
[H18369,688,0007% 7T & 154,569,000/ 7T 5
BIE IR TFRITRBAA - UEAEERE
BITEEREMER - S50 - 68,270,000
L2 BITIER - BRE R E 5 5 %960,000%5
JC * 1,356,359,000/% 7T & 789,227,000 7T
2ME - WMERSEE ERUMERKEME
BERTRT NEAKE  WEERE—ZF
SERADRGEMER  RBERERRITE
B - AEBMNEEBERAMR M SRR
50 °

As at 31st December, 2005, the total borrowings of the Group
amounted to approximately HK$2,495 million (2004: HK$2,519
million), including current liabilities and non-current liabilities of
HK$1,675 million (2004: HK$ 1,842 million) and HK$820 million (2004:
HK$677 million) respectively. The gearing ratio (net debt over total
equity) of the Group was around 37% (2004: 41% (restated)). The
borrowings were used to finance mainly the landbank and properties
under construction. Details of the borrowings are shown in note 39
and 40 to the financial statements.

Approximately 85% of outstanding debts will expire within 2 years.
Since the investments and operation of the Group are located in the
PRC, most of the bank borrowings are obtained from banks in
Renminbi (“RMB”) which will be repaid in the same currency. Around
60% of the Group’s borrowings bear interest at fixed rates while the
remaining is at floating rates.

2. Pledge on Assets

As at 31st December, 2005, the Group’s interest in a subsidiary with
carrying value of HK$142,177,000 was pledged against a bank
overdraft facility granted to the Group and interest in a subsidiary
with carrying value of HK$69,795,000 held by that subsidiary was
also pledged against another banking facility granted to the Group.
The Group’s interest in a subsidiary with carrying value of
HK$421,148,000 was pledged against a banking facility granted to
the Company and investment properties and property, plant and
equipment indirectly held by that subsidiary with carrying values of
HK$335,611,000 and HK$25,690,000 respectively were pledged
against a banking facility granted to the Group. The Group's interest
in subsidiaries with carrying values of HK$392,596,000 were pledged
against another loan facility granted to the Group and investment
properties indirectly held by those subsidiaries with carrying values of
HK$369,688,000 and HK$154,569,000 were pledged against banking
facilities and another loan respectively granted to the Group.
Additionally, bank deposits of HK$68,270,000, aggregate carrying
amount of property, plant and equipment, development properties
and investment properties of approximately HK$960,000,
HK$1,356,359,000 and HK$789,227,000 respectively, were pledged
for other loans, banking facilities granted to the Group, mortgage
loans granted to property purchasers and a trade creditor. Details of
the pledge on assets of the Group are shown in note 50 to the
financial statements.

KPR BEEEER AT Tan An China Investments Company Limited
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3. Contingent Liabilities

As at 31st December, 2005, guarantees given to banks by the Group
in respect of banking facilities granted to a vendor of land use rights
to a property development subsidiary were approximately
HK$13,267,000. Guarantees given to banks in respect of mortgage
loans granted to property purchasers amounted to approximately
HK$382,110,000. All the guarantees provided by the Group were
requested by banks and under normal commercial terms. The
contingent PRC land appreciation tax of subsidiaries attributable to
the Group amounted to approximately HK$148,098,000 and the share
of contingent land appreciation tax of jointly controlled entities and
an associate amounted to approximately HK$88,056,000. Legal actions
were taken against certain subsidiaries and a jointly controlled entity
resulting in possible contingent liabilities of approximately
HK$235,389,000 and HK$14,000,000 respectively. The Group has
assessed the claims and obtained legal advice, and considers that
either it is too early to assess the range of possible liability at this
stage or no additional provision is required to be made. Details of
the contingent liabilities of the Group are shown in note 47 to the
financial statements.

Tian An China Investments Company Limited X% R E%E AR Q7
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1. MAJOR PROPERTY DEVELOPMENT

Eastern China

Shanghai Tian An Place (75.05%)
(Formerly known as Tian An Yang Ming Resort)

This project is situated at the Golden Honggiao District where the
oriental and international residents like to reside and adjacent to the
entrance of the transit station of Subway No. 9. The project will be
developed to a deluxe residential district with a site area of
approximately 362,300 m? and a total GFA of approximately 470,000
m?2. Phase 1 of the project has a GFA of approximately 80,000 m?
and the development work is being commenced.

Shanghai Tian An Villa (85%)

This project is located at the suburban area of Shanghai, about 25 km
from the city and near the Shanghai Sheshan National Travel and
Resort Area. The project combines the art of western architecture
and eastern architectural style, integrating island living, water facing,
garden and greenery. Construction work for the Phase 1 low density
high-class villas with GFA of approximately 32,200 m? was completed.
Phase 2 Part 1 villas with GFA of approximately 16,250 m? are under
construction and expected to be completed by the end of 2006.

Shanghai Elegant Garden (60% share of profit of the remaining
site)

Situated by the side of the well-known Shanghai Xijiao Hotel, this
development is one of the best-selling luxurious villa projects in the
Honggiao District. The Group participates mainly in the development
of the remaining site. Development work for a total GFA of
approximately 19,120 m? is under construction, and is scheduled to
be completed in December 2006.

Shanghai Tian An Sunshine Peninsula (100%)

Located in the Putuo District of Shanghai, this project is to be built
along the 1,100 m bank of Suzhou River with a site area of
approximately 82,752 m?. This project had been re-planned as a
commercial and entertainment complex. Construction work of Phase
1 is expected to commence in 3rd quarter of 2006.

RAEZFRBEEEER AT Tan An China Investments Company Limited
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Wuxi Redhill Peninsula (95%)

This project is located at the bank of the Wu Li River in the Tai Lake
district of Wuxi. The project had been completed with a total GFA of
approximately 159,300 m? as a whole, 90% of which was sold.

Wauxi Liu Yao Chang Site (95%)

This project is situated on a site of 59,480 m? to be developed into a
total construction area of approximately 118,000 m? to the southwest
of Wuxi city centre. Construction work for the Phase 1 of the project
is expected to commence in June 2006 and to be completed by the
end of 2007.

Changzhou New City Garden (100%)

The project is one of the top grade residential areas in Changzhou
City. The project so far has completed a GFA of approximately
175,900 m2. The last phase with a GFA of approximately 38,400 m?
is expected to be completed in mid-2007.

Changzhou Tian An Villa (100%)

This project is located at the Wu Jin District, the planning and
development focus of the Changzhou government. With a favourable
location, it is the largest deluxe villa district in Changzhou. The project
occupies a site of 473,335 m2. Construction work for Phase 1 with a
total GFA of 39,400 m? has been completed. Phase 2 is under planning
stage.

Nantong Tian An Garden (100%)

Situated on a site of 203,800 m? with a total GFA of 220,000 m? at
the heart of the New City Zone of Nantong, this is the first massive
ecological residential project in Nantong. Development for a GFA of
approximately 118,400 m? was completed. Construction work for a
GFA of approximately 44,000 m? is expected to be completed in
December 2006.

XEZHRBEHEAFR AT Tian An China Investments Company Limited
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Northern China
Beijing Park Apartments (100%)

This premium residential project is located at the Beijing Chaoyang
District to the west of Chaoyang Park and adjacent to the Embassy
area. The project has a total GFA of approximately 42,100 m?2.
Construction work for the project was completed in 2005.
Approximately half of the total number of units have been sold and
the remaining units are planned to be kept for leasing purpose.

Dalian Tian An Seaview Garden (60%)

This project for high-class residential development is located in the
Dalian Economic & Technology Development Zone. Phase 2B consisting
of a total GFA of approximately 43,100 m? was completed during the
year. Phase 3 is under planning and design stage.

Changchun Tian An City One (100%)

This prestigious residential project is situated within the Changchun
High-technology Industrial Development Area. Erected on a site of
approximately 440,000 m?, the project with a total construction area
of approximately 590,400 m? is being developed by stages. Phases 1
and 2 with a total GFA of approximately 110,400 m? have been
completed. Phase 3 consisting of a total GFA of approximately 48,100 m?
is scheduled to be completed in September 2006.

Southern China
Shenzhen Tian An Cyber Park (50%)

Located at the heart of Shenzhen and adjacent to Shenzhen Golf
Club, this large-scale project occupies a site area of approximately
290,500 m? with a total GFA of approximately 791,600 m?. The
Cyber Park consists of industrial/office buildings, cyber technology
buildings, deluxe residential apartments and multi-function clubhouse.

The lettable commercial GFA is 49,155 m?, including remaining areas
of Cyber Times Building and Tian An New Technology Plaza (Phase 1).
70% were leased.

KEZFRBEEEER AT Tian An China Investments Company Limited
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Tian An New Technology Plaza Phase 2 with a total GFA of 71,600 m?.
83% of the total GFA was sold by the end of 2005.

Tian An Golf Garden Phase 3 (“Long Yuan”) with a total GFA of
112,900 m? comprises high-rise luxurious residential buildings. The
project is expected to be completed in May 2008.

Shenzhen Longgang New Cyber Park (50%)

This project was acquired in 2005 with site area of approximately
118,850 m? and GFA of approximately 222,500 m2. The model of
Shenzhen Tian An Cyber Park will be used to develop this project.
Phase 1 will be commenced in 2006.

Guangzhou Panyu Hi-Tech Ecological Park (49%)

Located at the centre of Panyu in Guangzhou, this large
scale project has a site area of 513,328 m? and a total GFA of
approximately 713,600 m?. Phase 1 with GFA of approximately 22,600
m?2was completed. Phase 2 with GFA of approximately 51,100 m?is
under construction and expected to be completed in 1st quarter of
2006. The Park development consists of industrial/office buildings,
science and technology buildings, high-class residential buildings and
multi-function clubhouse.

Nanhai Tian An Hung Kai Garden (30%)

Located in the Nan Guo Peach Garden resort area of Nanhai city,
Guangdong, the 800 mu-site will be developed into a low-density
residential complex with vacation amenities. Phases 1 and 2 consist
of a total GFA of 91,600 m?. By the end of 2005, 54% were sold.

Jiangmen Tian An Garden (60%)

The project comprising residential buildings, shopping mall, clubhouse
and underground car park is located at the centre of Jiangmen city.
Having a site area of 42,388 m? and total GFA is 122,200 m?, the
project is suspended for master plan improvement.

XLZHREHEAFR AT Tian An China Investments Company Limited
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Jiangmen Xinhui Tian An Plaza (100%)

The project comprising residential buildings, shopping mall and office
building is located at Xinhui District, Jiangmen city. Having a site area
of 11,999 m? and total GFA is 24,300 m?, 7,300 m? of which is the
GFA of the shopping mall, the project is suspended for master plan
improvement.

2. MAJOR PROPERTY INVESTMENTS

Shanghai Tian An Centre (98%)

The office building is situated at the hub of Shanghai central business
district of Nanjing Road, West and People’s Square, adjacent to the
entrances to the transit platforms of Subway Nos. 1 and 2. It is a
30-storey Grade A commercial building with a GFA of 48,920 m2.
24,940 m? were sold, 700 m? were self occupied and the remaining
GFA of 23,280 m? were all leased. Most of the tenants are
multinational companies.

Nanjing Tian An Building (100%)

The project is located at Xinjiekou, the most flourishing shopping
district in Nanjing City. The building links up the subway station. The
shopping arcades with a GFA of 51,840 m? have been leased to a
department store.

Changzhou Tian An City Plaza (100%)

This 14-storey building with a total GFA of 48,400 m? comprises a
large shopping arcade, first-class offices and a hotel. The GFA of the
shopping arcade for leasing purpose of 24,080 m? has been leased.

Dalian Tian An International Tower (100%)

This Grade A office building is situated at the Zhongshan Road central
business district and faces the Victory Square in Dalian City. The total
GFA is 67,200 m2. This 52-storey building is the tallest landmark
building of Dalian. 15,920 m? were sold, 1,320 m? were self occupied
and the remaining GFA of 49,960 m? were for leasing purpose.
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Beijing Tian An Building (40%)

With a total GFA of 9,700 m?, this office building is located at a
prime site near the Beijing Hotel and Tian’anmen Square. The average
occupancy rate for 2005 was 66%.

Tianjin International Building (25%)

Located at central business district and among the best office and
apartment buildings in Tianjin, the property has still maintained high
level rental income and occupancy rate.

Shenzhen Tian An International Building (50%)

The building is located at the commercial centre of Renmin Nan Road
in Luohu District of Shenzhen. The competition in high-class retail
market in Shenzhen brought about negative impacts on the project.

Guangzhou Parkview Square (48.75%)

Adjacent to Yuexiu Park, with a total of approximately 240 units of
offices and serviced apartments and situated at the heart of the
traditional economic and political centre in Guangzhou, the hotel
managed to achieve an average occupancy rate of about 78% in
2005.

3. OTHER INVESTMENTS

Shanghai Allied Cement Limited (54.77 %)

Shanghai Allied Cement Limited (“SAC") is a listed company on The
Stock Exchange of Hong Kong Limited. The primary business of SAC
is the manufacture and sales of clinker, cement and slag powder,
and the distribution of stones and ceramic tiles, with China as their
major market.

For the twelve months ended 31st December, 2005, the SAC Group

recorded a loss attributable to its shareholders was HK$35,233,000.
The main reason was due to low cement price and soaring coal price.

Tian An China Investments Company Limited X% R E%E AR Q7
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Fuzhou Summit Golf Country Club & Dengyun Resort (48.82%)

Built on a site of approximately 2,500,000 m?, of which site area of
approximately 1,718,400 m? was developed into an 18-hole golf
course, driving range and clubhouse, and the remaining site area of
approximately 781,600 m? will be developed into villas and other
deluxe living amenities. The revision of master planning of the Resort,
which would optimise the application of land resources, was completed
and submitted for approval. A new phase of villas is planned to be
commenced in 2006.

Zhaoqing Resort & Golf Club (56.83%)

The total membership as at the end of 2005 reached 1,410. The club
hosted a total of 36,500 games during the year representing an
increase of 12% over 2004. During the year, the resort improved the
maintenance of Golf Course and increased several convention and
recreational facilities, as well as strengthened its services of the
clubhouse, so as to increase the income.
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