FINANCIAL HIGHLIGHTS

Revenue amounted to approximately HK$1,156.9 million,
representing an increase of 4% as compared to first half
of 2005.

Profit attributable to equity holders amounted to
approximately HK$293.1 million, representing a decrease
of 27% as compared to first half of 2005.

Excluding the exceptional items, profit attributable to
equity holders increased by 11% to HK$184.4 million as
compared to first half of 2005.

Basic earnings per share amounted to HK31.35 cents;

diluted earnings per share amounted to HK30.17 cents.
Excluding the exceptional items, basic earnings per share
amounted to HK19.72 cents, representing an increase

of 8% as compared to that of first half of 2005.

Interim dividend of HK4.6 cents per share declared.

Tianjin Development Holdings Limited X:E2ERIZRER AT
Interim Report 2006 —ZZARFHHRE

M=

o IWA#EL 156,900,000/8T =
FERF FHEF FH4% o

e BWEEBAEMZR Y =
293,100,000 » W-_ZEZFRHF
EEFHAD27% ©

o IEREBHRIEE - RERE AELER
BROESRFELFEFEEMI1%E

184,400,00078 Tt °

o SREARBAE3L.358 ; FREE
BR£H30.177840 °

o MFREINER - SREABFIH19.72
Bl BR-ZTREF LR FIRM%

s EIREBRTHKE4.6581 -



Tianjin Development Holdings Limited X RIERBIRAE
Interim Report 2006 —ZEZ X FHHIRE

Management Discussion and Analysis EIE[Es1:a & 5T

ANALYSIS OF PROFIT EXCLUDING EXCEPTIONAL iS5 IE HIER0B R #T

ITEMS

Excluding the exceptional items, profit attributable to equity holders
of the Company increased by 11% to HK$184.4 million as compared

R4S FRIE B % - AD B RIERE ARLERE
—EERF FHEFEIN11%E£184,400,00058

to first half of 2005. JC °
Unaudited
Six months ended 30th June
REER
BESAA=+HLA<EAR
2006 2005
—EBERE —EERF
HK$’000 HK$'OO_O
FERT FET
As reported mizeERxkER 293,143 401,932
Exceptional items % IE B
Add: Effect of adoption of HKAS 39 in o EARRE SRR
relation to convertible bonds BB G EAI 395
(see below) FEENEZE (RT) 98,080 -
Less: Gain on deemed disposal of B RELHENBAR
partial interest in subsidiaries o ERE 2 WF (109,235) (235,370)
Interest income from initial RE—REHBATNEX
public offer deposits of a subsidiary NHBEEFARFME
FE WA (97,574) -
Adjusted profit attributable to KBABKRQARE
equity holders of the Company BEAERMGER 184,414 166,562




COMPANY'’S VIEW ON ACCOUNTING TREATMENT
FOR CONVERTIBLE BONDS

A convertible bond virtually contains a conversion option which
constitutes a derivative in accounting term. Under the prevailing
accounting standard, a convertible bond denominated in the same
currency as the functional currency is regarded as an equity instrument
and its conversion option is regarded as part of equity. However, if
the convertible bond is denominated in a currency other than the
functional currency, the conversion option is required to be stated at
fair value and the resulting change in the fair value would have an
impact on the income statement. The change in value of the
conversion option is principally affected by the price and the volatility
of the stock. For instance, if the stock performance of the Company
is good and the stock price exceeds the conversion price, a loss
would occur, notwithstanding the fact that the change in value of the
conversion right does not affect the cashflow or adversely impact
the overall financial position of the Company. Besides we have also
noted cases where the issuing entity has adopted an accounting
treatment to take its conversion option directly to equity even when
the functional currency and the denomination of the convertible bond
are not the same, thereby the change in fair value of conversion
option is not reflected in the income statement. This obviously makes
it even more confusing to shareholders and readers of financial
statements. Whilst the directors are concerned that the accounting
treatment as prescribed under HKAS39 may not fairly present the
operating results of the Company and the Group for the period, its
adoption has been necessary in order to fully comply with the
prevailing accounting standards, thus avoiding a qualified opinion on

the financial statements by the auditors.

Given the above reasons, the readers are reminded to be careful
when looking at the effect of the said accounting treatment. To enable
you to have a clearer understanding of the operating results of the
Company, your attention is drawn to the analysis and explanation
under the section headed “Analysis of Profit Excluding Exceptional
Items” as set out above.

Tianjin Development Holdings Limited KiZERIERBHRAT

Interim Report 2006 —EENER RS

FATHUTRREFHOETREEN
BR

ARBREFER LEs —HEBRE  TEF2
EBRITET R - RERITEFHEL - LUhEe
ERHERcEBEE 2T RREFHERRA
TR HERERESREN—F2 - A
WA RESFANEEBUMNEREE - A
BRERRAVENE  EMEHZAFES

BREHRERENTE ERENEESD
ITEXRONEERREBMERE - FHIE - W

ARBHWRDERERY - SREBLBKRIE -
HEEMEEER  HERENEERZDTE
FEANTAWRER  TAEEARDTEEH
BARRER TR E o 1o - FEZTRERER
BlF - BMEEINEEER RN A RRES A
HE®  BOARNARAKERERRIIAR
FHEHRERE  RMEZSEBRENQF
ER2LRERREBRR L - ERBEBER
REMBHREEBEEMES - BEESHEOR
BEBEEREIRIRENSHEES X
FREQAFHRRADBFRAEEERNEE
RE ATHAZEHARTEFHENE
R RMBREHMEMBHRRFLRER
R ARRMBERAZEETERELE ©

BN EXPr - BEAZR LSS RES R

VEERMANNERE - BE BT EEMWIE
BANTNEERE BTEEEXH
[ R4S 2R IR B R BRI 24 | — BFEY 20 4 e R

=
B

N2

\\\
-3
7y /) |

N
1\ N\



N,
:%é
e

///,/J \ \\\\

Tianjin Development Holdings Limited X RIERBIRAE
Interim Report 2006 —ZEZ X FHHIRE

REVIEW OF OPERATIONS

E 0|

Unaudited
Six months ended 30th June

REER

BESA=+HLXEAR

Revenue

LN

Segment results

2006
—EBERE
HK$’000
FHET

SERR

2005
A

HK$'000
TET

Provision of port services & A AR #& 472,218 410,941 123,935 91,021
Operation of toll roads KLENE N 87,671 91,306 40,693 31,342
Supply of utilities R A AR 594,311 451,321 60,060 60,106
Sales of properties FEihEHE 2,711 12,359 (7) 3,680
Manufacturing and sales  EEH
of winery products - 149,671 - 63,220
1,156,911 1,115,598 224,681 249,369
Gain on deemed disposal RIEHEME D T
of partial interest o R 2 W
in subsidiaries 109,235 235,370
Interest income FE WA 113,232 9,604
Net corporate expenses A =& A FEEE (14,727) (42,445)
Operating profit e HER 432,421 451,898
Finance costs BMKEMR (74,319) (40,314)
Fair value loss on ATRBRESFITTEEE
derivative liability of AT{EEIE
convertible bonds (92,745) -
Share of profits/(losses) of FE4GEF, (EF18)
Associates (Note) NN D) 81,488 61,253
Jointly controlled entities 1t [F] 1% %I & & (426) (5,076)
Profit before income tax ~ BRET 8 % 5l & A 346,419 467,761
Income tax expense EHEHR (34,674) (34,973)
Profit for the period HA 0% A 311,745 432,788
Note: MfEE -
Share of profits/(losses) EiEBE AR (EE)
of associates
Manufacturing and sales [}
of winery products 38,009 30,823
Elevator and escalator HRERKFER 45,434 30,378
Others Hib (1,955) 52
81,488 61,253




Infrastructure Operations

Port Services

On 24th May 2006, the shares of Tianjin Port Development Holdings
Limited (“TPD”) (stock code: 3382) were listed on the Main Board of
the Stock Exchange and the Group’s interest in TPD was diluted from
100% to 62.8%. The result of the initial public offer of TPD was
overwhelming and an interest income of HK$97.6 million was
generated from the initial public offer deposits. An exceptional gain
of HK$109.2 million was realised from the deemed disposal of partial
interest in TPD.

The revenue of port operations increased by 15% from approximately
HK$410.9 million in the first half of 2005 to approximately HK$472.2
million in the corresponding period of 2006. The growth in revenue
was driven up by an 18% increase in our container throughput from
997,000 TEUs in 2005 to 1,173,000 TEUs in 2006. For the same
period, the total throughput of bulk cargo decreased by 13% from
9.3 million tonnes to 8.1 million tonnes.

The segment profit was increased by 36% from approximately
HK$91.0 million for 2005 to approximately HK$123.9 million for
2006. The increase was primarily caused by the increase in our
revenue as well as the improvement of gross profit margin during the
period.

Road Operation

During the period ended 30th June 20086, road operation achieved a
toll revenue of approximately HK$87.7 million and realised a segment
profit of approximately HK$40.7 million, representing a decrease of

4% and an increase of 30% over the corresponding period last year.

The Jinbin Expressway operated with satisfactory performance during
the period under review, as evidenced by an average daily traffic flow
of 17,982 vehicles and toll revenue of approximately HK$32.9 million,
representing an increase of 18% and 16% over the same period last
year. This was attributable to the sustained economic growth in the

Binhai New Area of Tianjin.
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Due to the entrance control stipulated in middle and inner ring road
in early 2006, the Eastern Outer Ring Road’s average daily traffic
flow of small vehicles such as motorcycles and motor tricycles, whose
toll fees were low, increased in the first half of 2006. At the same
time, the traffic diversions still existed since the opening of city
expressway and the traffic flow of large vehicles, whose toll fees
were high, declined during the period. A change of traffic flow mix
was resulted and despite the average daily traffic flow on the Eastern
Outer Ring Road has rebounded by 4% to 26,340 vehicles during the
period, the toll revenue decreased by 13% to approximately HK$54.7
million over the corresponding period last year.

Utility Operations

The Group’s utility businesses are mainly operating in the Tianjin
Economic-Technological Development Area (“TEDA”), supplying
electricity, water, heat and thermal power to industrial, commercial
and residential sectors.

On 13th January 2006, the Group announced that it had entered into
an agreement to acquire approximately 90.9421% interest in Tianjin
TEDA Tsinlien Heat & Power Co., Ltd. (“Heat & Power Company”) at a
consideration of HK$380 million. The acquisition was completed in
April 2006. Together with the Electricity Company and the Water
Company which were acquired in 2004, the Heat & Power Company
form part of the Company’s utility operations in the TEDA which are

the growth generator of the Group.

Electricity Operation

Electricity Company is principally engaged in the supply of electricity
in the TEDA. It also provides services in relation to maintenance of
power supply equipment and electric power related technological
consulting. Currently, the installed capacity of electricity transmission
of Electricity Company is approximately 470,000 kVA.

For this period of 2006, the Group’s electricity operation reported a
revenue of approximately HK$454.4 million and a segment profit of
approximately HK$28.2 million, representing an increase of 22% and
a decrease of 11% over the comparable period last year respectively.
The decrease in segment profit was mainly attributable to the
continuous hike of cost of electricity sold and the cost for increased
capacity. The total quantity of electricity sold for the period was
approximately 782,235,000 kWh, representing an increase of 19%
over the comparable period last year.
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Water Operation

Water Company is principally engaged in the supply of tap water in
the TEDA. It is also engaged in installation and maintenance of water
pipes, tap water related technological consulting, and retail and
wholesale of water pipes and related parts. The daily water supply
capacity of the Water Company reaches approximately 180,000
tonnes.

For this period of 2006, the Group’s water operation reported a
revenue of approximately HK$104.2 million and a segment profit of
approximately HK$37.1 million, resulted in the respective increase
of 32% and 30% over the corresponding period last year. The total
quantity of water sold for the period was approximately 18,216,000
tonnes, representing an increase of 18% over the comparable period

last year.

Heat and Thermal Operation

Heat & Power Company is principally engaged in the distribution of
steam for industrial users and heating for commercial and residential
purposes within the TEDA. The Heat & Power Company has currently
made a connection to a total of approximately 300 kilometers steam
transmission pipelines and more than 60 processing stations in the
TEDA, with a daily distribution capacity reaching 17,280 tonnes of

steam.

Since the acquisition of Heat & Power Company was completed in
late April 2006, the Heat & Power Company only contributed 2 months’
results in 2006 and did not have any contribution to the Group in the
same period last year. For this period of 2006, the Group’s heat and
thermal operation reported a revenue of approximately HK$35.7
million and a segment loss of approximately HK$5.3 million. The
loss was mainly attributable to the seasonality of the industry. The
total quantity of steam sold for the first half of 2006 was approximately
1,381,000 tonnes, representing an increase of 11% over the

comparable period last year.
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Locating at the TEDA with a planned site area of 33 square kilometers,
Electricity Company, Water Company and Heat & Power Company have
been benefiting from double-digit growth in consumption in TEDA.
Leveraging on their well-established supply network, management
expertise and customer base, the Group believes that the utility
operations will broaden the earnings base and provide an excellent
growth prospect for the Group’s core businesses.

Strategic Investments

Winery Operation

During the period under review, sales volume of Dynasty Fine Wines
Group Limited (“DFWGL”) (stock code: 828) increased from
approximately 24.9 million bottles in 2005 to approximately 26.2
million bottles in 2006. Red wine contributed over 94% of total sales
volume. The revenue and profit attributable to shareholders of DFWGL
amounted to approximately HK$575.5 million and HK$82.3 million
respectively, representing 13% increase and 30% decrease over the
same period in last year. The decrease in the profit was attributable
to the significant surge in distribution costs which overtook the growth
in sales volume. Increase in distribution costs was primarily due to
the increase in advertising and promotion fees incurred to boost
market demand, to expand the market shares outside the existing
markets in the Eastern region of the PRC and also to facilitate the
launch of new products.

DFWGL contributed to the Group a profit of approximately HK$38.0
million in the first half of 2006. In the comparable period in 2005,
the winery operation contributed a segment profit of HK$63.2 million
as a subsidiary before the listing of DFWGL, together with a profit of
HK$30.8 million as an associate to the Group after the aforesaid
listing. An exceptional gain of HK$235.4 million was also resulted
from the deemed disposal of partial interest in DFWGL upon its listing.
The drop of total contribution by DFWGL to the Group was due to the
reduced shareholding of DFWGL as well as the decline in the results
of DFWGL.
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Elevator and Escalator Operation

Otis China, the associate of the Group, has recorded continuous
satisfactory growth during the period under review. The revenue of
Otis China for the first half of 2006 amounted to approximately
HK$3,162.1 million, achieving a 27% increase over the same period
in 2005.

For the six months ended 30th June 2006, the contribution of Otis
China to the profit of the Company amounted to approximately
HK$45.4 million, representing a 50% increase over the same period
of last year. The Group believes that the investment in Otis China will

continue to bring in sustainable earnings in the future.

Gas Fuel Supply Operation

Wah Sang Gas Holdings Limited (“Wah Sang”) had yet to release any
up-to-date financial information and the trading of its shares remained
suspended. Wah Sang is continuing its business operations and in
the process of applying for a resumption of trading of its shares. The
directors of the Company took a cautious view that the resumption
of trading in Wah Sang’s shares might not happen in the near term,
and considered the provision of HK$120 million for the probable
impairment in value of the Group’s investment in Wah Sang as at
31st December 2004 should be retained in the preparation of the

Group’s financial statements for the period ended 30th June 2006.

PROSPECTS

On 24th May 2006, the shares of TPD were listed on the Main Board
of the Stock Exchange and the IPO was very well received by both
international and Hong Kong investors. The Hong Kong public offer
resulted in an over-subscription of 1,703 times, breaking the Hong
Kong Stock Exchange record for number of times of over-subscription.
The amount locked up by the over-subscription was over HK$187
billion. TPD raised about HK$1.2 billion from the capital market and
this can fuel its expansion in order to capture the flourishing market
in Tianjin. The implicit value of the Company’s investment in TPD was
fully realised and the Company’s strategy of leveraging its competitive
advantage in Tianjin and strengthening its core businesses is proved
well received by the investors, in terms of the tremendous success
of the spin off of TPD and the hike of share price of the Company in
the first half of 2006.
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The Company will continue strive to grasp every chance to maximise
the return to our shareholders. As the State Council has approved
the “11th Five Year Plan (2006-2010)”, which positions Tianjin as
the economic centre in northern China, there are definitely immense
opportunities for investment and development. Among all, Tianjin
Binhai New Area (“TBNA”) will be the focus. The government will devote
efforts to transform the TBNA into a modern manufacturing and R&D
base, international shipping hub and international logistics centre in
northern China.

Being a key area in TBNA and having double digit annual growth from
1998 onwards and in the foreseeable future, TEDA has huge
development potential. The Group will increase investment in our
core utilities operations to capture the robust economic growth of
TEDA. On the other hand, the Group is actively seeking investment
opportunities in Bohai Rim Region including infrastructure and utility
businesses and projects. Being the sole listed flagship of the Tianjin
municipal government in Hong Kong, we are best positioned to acquire
good quality utility and infrastructure assets in the TBNA.

| would like to take this opportunity to express our gratitude to our
past and current directors and our staff for their dedication and hard

work and to the investors for their continuous support.
LIQUIDITY AND CAPITAL RESOURCES ANALYSIS

As at 30th June 2006, the Group’s total cash on hand and total bank
borrowings stood at approximately HK$3,629 million and
approximately HK$1,855 million respectively (31st December 2005:
HK$2,505 million and HK$1,826 million respectively) of which
approximately HK$322 million bank borrowings will be matured within
one year. Convertible bonds amounted to approximately HK$222
million (31st December 2005: HK$388 million) is redeemable at
119.93% of its respective principal amount of HK$250 million in
2008. Loans from minority shareholders of subsidiaries amounted
to approximately HK$227 million (31st December 2005: HK$201
million) which bore interest at the rate of 6.4% per annum and have
no fixed terms of repayment.
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The gearing ratio as measured by total borrowings to shareholders’
funds is approximately 36% as at 30th June 2006, compared to
approximately 41% as at 31st December 2005.

Of the total HK$1,855 million bank borrowings outstanding at 30th
June 2006, HK$806 million was fixed rate debts with annual interest
rate ranging from 4.3% to 7.7%. The remaining HK$1,049 million of
bank loans were subject to floating rates with spread of 0.52% to
0.8% over HIBOR or LIBOR of relevant interest periods.

As at 30th June 2006, 43% (31st December 2005: 39%) of the
Group’s total bank borrowings was denominated in Renminbi, 54%
(31st December 2005: 59%) was denominated in US dollars and 3%
(31st December 2005: 2%) was denominated in HK dollars.

For the period under review, the Group has not entered into any
derivative contracts or hedging transactions.

EMPLOYEES AND REMUNERATION POLICIES

The Company and its subsidiary companies had a total of
approximately 3,900 employees at the end of the period, of which
approximately 820 were management and technical staff, with the

balance production workers.

The Group contributes to an employee pension scheme established
by the PRC Government which undertakes to assume the retirement
benefit obligations of all existing and future retired employees of the
Group in the PRC. The Group also contributes to a mandatory provident
fund scheme for all Hong Kong employees. The contributions are
based on a fixed percentage of the members’ salaries.

CHARGE ON ASSETS

None of the Group’s assets are charged or subject to any
encumbrance.

Tianjin Development Holdings Limited KiZERIERBHRAT
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