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LFEH (#) CORPORATE INFORMATION (continued)
FERIT PRINCIPAL BANKERS

E In Hong Kong

hEIRIT(EE)ER QA Bank of China (Hong Kong) Limited
RTRITERAA The Bank of East Asia, Limited
PERERITERADF CITIC Ka Wah Bank Limited
ERLBESRITERADF The Hongkong and Shanghai Banking Corporation Limited
BITRT (FAB) BRAA Standard Chartered Bank (Hong Kong) Limited
XFRITBRAF Wing Hang Bank, Limited

& In the PRC

R ERTT Agricultural Bank of China

H B3R 1T Bank of China

ZBIRAT Bank of Communications

HEL 2R IR TT China Construction Bank Corporation
BEReT China Merchants Bank

RET B ERTT Dalian City Commercial Bank

R B R ART Guangdong Development Bank

B TR IRTT Industrial and Commercial Bank of China
FR1T Industrial Bank Co., Ltd.

AR ERIET Shanghai Pudong Development Bank Co., Ltd.
RYI B R IRTT Shenzhen Development Bank Co., Ltd.

(EX:1] SOLICITORS

el SN IES VAt Mallesons Stephen Jaques

EEERIES P. C. Woo & Co.

= BLEm AUDITORS

e e FAEMR A GEHANTT Deloitte Touche Tohmatsu

DNAEWE COMPANY SECRETARY

V¥R Cindy Yung Yee Mei

BFEBRLRE REGISTRAR

MEBERBARRDA Secretaries Limited

HHBEHFELITES6H Ground Floor

RERITBER LT Bank of East Asia Harbour View Centre

56 Gloucester Road, Wanchai, Hong Kong
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REHPEREFRAR ([ARAE])
REFE([EF8]) AHART]
REWBRE (5 AEE])#
ECRTRFRNA=ZTHIENE
AZAREEREAEBENMT ¢

EHESFAR
(BE-FEAFAA=+AL
A 1EA)

The board of directors (the “Board”) of Tian An China Investments Company Limited (the
"Company”) announces that the unaudited consolidated results of the Company and its
subsidiaries (collectively the “Group”) for the six months ended 30th June, 2005 were as
follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
(FOR THE SIX MONTHS ENDED 30TH JUNE, 2005)

(REBFEZX)
(Unaudited)
BEZA~<A=1+HIEAMHEA
Six months ended 30th June,

ZZ22HF —TITWEF
2005 2004
Bt BT T BT T
NOTES HK3'000 HK3'000
(E31)
(Restated)
e Turnover 4 418,296 887,221
iR DN Cost of sales (308,457) (668,322)
E 7 Gross profit 109,839 218,899
H &8 A Other operating income 5 44,511 30,829
RIBEREMH Allowance for doubtful debts (8,097) (1,481)
mERDHEE R Marketing and distribution costs (17,066) (13,559)
THER Administrative expenses (64,118) (59,084)
Hith 288 Other operating expenses (3,257) (11,658)
THEVMXREREZEREDME Fair value gain on transfer of properties held
ZRnBENRR for sale to investment properties 19,528 -
KREMERRBEZIEN Increase in fair value of investment properties 10,310 11,055
WE—HHE A REINMER Discount on acquisition of additional interest
ZTiE in a subsidiary 6 15,873 -
A& B AR Finance costs 7 (46,420) (37.830)
JELEEE R RR T R EE Share of profits and losses of associates 15,420 (4,088)
JE At 2[R 4% 1 2 B0 T Share of profits and losses of jointly
BB controlled entities 54,938 15,155
BN BT 2 REREE Impairment loss on interests in associates 8 (17,451) -
B %t A1 5 A Profit before taxation 114,010 148,238
A Taxation 9 (36,190) (58,355)
7N HA 8 ) Profit for the period 77,820 89,883
AT RS - Attributable to:
NAEREFBA Equity holders of the parent 82,997 77,840
DHRRER Minority interests (5,177) 12,043
77,820 89,883
Bl JBN
HK cents HK cents
FRAR Earnings per share 11
AR Basic 9.5 9.9
&g Diluted 9.5 9.6
T RFFEHHRE | Interim Report 2005
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CONDENSED CONSOLIDATED BALANCE SHEET

(AT 30TH JUNE, 2005)

(REEER)
(Unaudited)
—EEARF

5

(BE®R)
(Audited)
—ETNF

ANB=+H tZA=1+—H
30th June, 31st December,

2005 2004
Bt 5 EBETFT BT T
NOTES HK$'000 HK§000
(E5))
(Restated)
FRBEE Non-Current Assets
M HERKE Property, plant and equipment 12 532,751 507,982
HEME Investment properties 13 1,264,900 1,214,400
BLEE Intangible asset 6,782 -
TERME Properties for development 1,090,026 939,340
WEFERME Deposits for acquisition of properties
ZRE for development 1,717,287 1,775,050
T i A RETENEHERIE Prepaid lease payments on land use rights 29,477 29,766
REEERNR 2R Interests in associates 565,642 555,873
NEEIE ks NI 3 Interests in jointly controlled entities 808,438 863,006
HhigE Other investment - 40,737
BEERE Investments in securities - 3,877
AHfHEERE Available-for-sale investments 40,412 -
LEREBE IR Amounts due from minority shareholders 8,174 3,314
BiReREEZHE Goodwill on consolidation 39,386 39,386
& U 5> HA ST 3k Instalments receivable 43,531 92,009
6,146,806 6,064,740
REBEE Current Assets
RPBEzMERFE Inventories of properties in the PRC
—BREH — under development 1,482,618 1,390,063
—B%I — completed 809,542 762,256
Hiir & Other inventories 48,470 35,476
Bk & N A R Amounts due from associates 4,505 -
H R A B RRK Amounts due from jointly controlled entities 31,211 -
DB R R Amounts due from minority shareholders 5,287 -
fE W E = Loans receivable 21,065 19,373
& U 5 BR A 3R Instalments receivable 44,073 8,479
B 5 R E A EUER Trade and other receivables, deposits
e RIBRR and prepayments 14 502,307 639,535
T AR ERIR Prepaid lease payments on land use rights 718 718
BEHEERE Investments in securities - 7.860
FIFEEZIRE Investments held for trading 7,630 -
TEBAR I Prepaid tax 46,166 14,352
BEERZRITER Pledged deposits 19 86,992 75,647
BITHETRES Bank balances and cash 350,934 451,762
3,441,518 3,405,521
NEREEZEE Assets classified as held for sale 15 11,037 -
3,452,555 3,405,521
ZETRFH RS | Interim Report 2005
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BHGEEEARBGR CONDENSED CONSOLIDATED BALANCE SHEET

(#F)

(ZEZERFN A=+H

(continued)
e (AT 30TH JUNE, 2005)

(REHEZR) (B&E%)
(Unaudited) (Audited)
—EERF —EETNF
ANB=+H tZA=1+—H

30th June, 31st December,

2005 2004
k=3 BT T BT T
NOTES HK$'000 HK$'000
(E5))
(Restated)

REBEE Current Liabilities
B 5 & EAh R Trade and other payables 16 935,529 969,729
BEEFRSE Pre-sale deposits 225,121 158,625
HIE B & Tax liabilities 18,770 49,290
FERT D BRERE Dividends payable to minority shareholders 6,871 3,986
B B Interest-bearing borrowings 17 1,547,936 1,673,852
R EMER Interest-free borrowings 17 171,899 168,085

2,906,126 3,023,567

RBEEFE Net Current Assets 546,429 381,954
6,693,235 6,446,694
RAER #E Capital and Reserves
[N Share capital 175,094 175,094
f& 15 i B K Share premium and reserves 4,349,618 4,267,543
AREZEE AE(R 22  Equity attributable to equity holders of the parent 4,524,712 4,442 637
DER R E R Minority interests 429,380 461,161
AR Total Equity 4,954,092 4,903,798
kRBEE Non-Current Liabilities

B B 18 3K

° BB
—ZEPZzENKES
HPzE2%ZE
SRES
EIETR IR B R

—TTREFHRE

Interest-bearing borrowings 17 737,284 528,538
Interest-free borrowings 17 51,440 149,087
Rental received in advance from a tenant 65,440 -
Rental deposits from tenants 8,860 -
Membership debentures 28,980 51,485
Deferred tax liabilities 847,139 813,786

1,739,143 1,542,896

6,693,235 6,446,694

Interim Report 2005
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CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN EQUITY
(FOR THE SIX MONTHS ENDED 30TH JUNE, 2005)

BLABERRARMRR
trbutabl to equity holders ofthe parent
‘ hanz ‘
B & ED OEGRE 3R
BREE E%RE RAGE VERE hemet EHER HRER
BE  shwe  Spedd  Copitd  Echange  poperty Investrent EfEE  EitiA i
Share  pemium  ceplel recemption equaliseton revaluston revaluatin ~ Other Accumleted 5 Minody Bt
i aont e reene  rene  reene  reene  kenes  pofs  Tol s Tod
AEFT EEFT BETT BETT AETT AETT BEfn BETn BETn AMTT AMfT BETR
HS000  HKSOD RSO0 HKSOOD  HKSOOD  AKSOOO  HKSOOO  HKSOOD  AKSDOO  HKSOO0  HKSOOD  HKSO00
R-ERmE-F-R Bt 15 oy, 2004
Bzl fs orgnal stted 1567468 198830 IS44ITL 130675 (875) 26958 (5244) 1769 267090 3oT5M 433139 4380683
ERVESNE Efects ofchnges naccounng polces
(283) (s 2and ) 1) I Y 1O 1 B 1]
Ej B restaed 1567468 198839 1564171 10675 (2875) - (B 1769 608129 3999055 39031 4391784
N‘%‘Emﬁhz 5 Fipnse ecognsed diecty n equy
G - Echenge difetencesarisng on
ﬁFEZ EiZd tensafon offoreignopereions - - - - () - - - - - ()
FEREH Proftfortheperiod - - - - - - - - T TS 0 898
TERBI Mg Tl rcognedncome and epere for e peo - - - - () - - - T TR 1B 8RB
ARAREEMNEREOLRD  Sosiswedatpemiom oncieciechvarants 775 5 - - - - - - - T - T
JARRZETER Captalcontbuion fom minrtyshehodes - - - - - - - - - - %
BREFERRAZH Tendlerfom pecilcaiel resene o
il acmultedprofs - - (15417) - - - - - 15T - - -
v Efetof eucton of share capil (1417669) 417669 - - - - - - - - -
BALHGE Tandlerto ot resenes - - - - - - -0 - - -
REAR Diidend appropriaon - - - - - - - - - - (A ()
R-EEMERA=TR At30h June, 2004 157524 19889 1417669 130675 (28764) - (B2 4067 220780 40848 3030 4454978
E% W‘Mﬁﬁ B0E haome ecognised drec  equty
35 - Echenge difeence arsng on
Fﬂfﬁﬂﬂ tenseon offoreign opereons - - - - B - - - - B W m
KB tforthepeiod - - - - - - - - TR IR 08 1960
FERER S LE Todecognised icome andepence o theperiod. - - - - B - - -0 8B 086 19349
AEARERTNEER RG Shesissuedat pemim neiecse cfwarns 17586 156275 - - - - - - - B - B
ElEhY) Shres epuichased (16) - - 16 - - - - ) (1 - (%)
VEEVEUEH] Captalcotbuion fom minrtyshehodes - - - - - - - - - - 406 40
RABHBAAmEN) 8 Miorty st assumed though
kR acqustionof ubsidrs - - - - - - - - - SO T T Ty
hE-ERELAEMERST Dettee n minory st as a esdtof aquiion
VARRELR) of addiionl teestn 2 subsdany - - - - - - - - - - 669 (66Y)
ELfER Tendlerto ot resenes - - - - - - -l (34) - - -
REAR Didend appropriaion - - - - - - - - - - (40 (40)
RZEEMETZAZT-R 1 315t December 2004 175004 BTI64 TAT660 130891 (285%0) - (B TSR 2406261 4442637 461061 4903798
ZETRFEFHWSE | Interim Report 2005
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HRGEER
SEx (&)

(EEZE—FZRFN
H=+HiE~T1EA)

CONDENSED CONSOLIDATED STATEMENT

OF CHANGES IN EQUITY (continued)
(FOR THE SIX MONTHS ENDED 30TH JUNE, 2005)

BLRBEREARGRE
Attributabl to equity holders ofthe parent

3 i E &
oy o1 RORE HERE EMRS HERR
BE e Spedd EAEE  Copld  Dchange Investrent EHEE  EiHER it
Shae pemium il Ceple redemption equisation revduation  Other Accumuleted Bt Minoy
ot ot resene  resene  resene  resene  resene  resenes  poofs ol itees  Tol
BRTn ERTL ERTR BRTR BETR BRTR ERTR ERTn BETR ERTR ERTR ERTR
HKS000 ~ HKSO00 ~ HKSOOD ~ HKSOO0  HKSO00  HKSOOD  HKSOO0  HKS000  HKSOOD  HKS000  HKSO00  HKSOOD
H-E2RE-f-R At 1t January, 2005 175004 357164 1417669 - 10691 (8530) (3244 TSR 2406261 4442637 dell6l 4903798
ERER EPA T Bfects of changes n acounting polces
LiEN) (notes 2and 3) - - - - - - - - Gm) @m) WMo 60
Ejl s restated 175004 357164 1417669 - 10691 (8530) (3244 TSR 2307540 4433916 475931 4909847
ERNEEED.BR Bpense recogised diectyin equy
-REENER ~Exchange diferencesariing on
fiEt ERER trandlaton offoregn apertons - - - - - 0 - - - n n I
FEEEA Protfor the period - - - - - - - - R R ) e
REERDIUR Toterecognsed income and expense
1 forthe period - - - - - () - - RW 8% (6 T
EHEL U e of wares - - -0 - - - - S - T
ULtV Ceptl contrbution fom minrity
e shareholders - - - - - - - - - SR [ B )
hE-BHELR Decreas in minorty nteests a5 &
HEEER reult of acquiton of addifona
bERRREN) ineestn asubsiday - - - - - - - - - - () (350%)
RAEHER Transtrto other fesies - - - - - - - W @) - - -
Real Dvidend appropriaton - - - - - - - - - - 63 (63%)
RZEERERA=1H At 30th June, 2005 15004 357164 1417669 00 130691 (831) (3244)  BIT9 2479890 45472 429380 495409

—TTREFHRE

Interim Report 2005
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

(FOR THE SIX MONTHS ENDED 30TH JUNE, 2005)

(REER)
(Unaudited)
BEANA=+tHLAEA
Six months ended 30th June,

ZZ22HF _—TITWEF
2005 2004
BT T B F T
HK3'000 HK§000
(AR REGCEEHB 2IHSFE  Net cash (used in) from operating activities (20,044) 362,167
RBREEEK 2 RE FE Net cash used in investing activities
BT HEES D E Advances to jointly controlled entities (11,575) (75,573)
B W R H 2~ R R Dividends received from jointly
— A E R RRE controlled entities and an associate 67,473 61,321
BAME  BERLE Purchases of property, plant and equipment (37,369) (62,825)
REMEZEEER Renovation improvements to investment properties - (21,020)
HEREWEMBHKIEB Proceeds from disposals of investment properties 3,894 31,534
XN EFERE Payment of outstanding cash consideration
MEBARzReRERK for acquisition of subsidiaries in prior year - (45,561)
BA—MMBA AR Z8EIMESR  Purchase of additional interest in a subsidiary (19,263) -
R—REBE AR ZEARETA Capital contribution to an associate (32,456) -
HuxERERE Other investing cash flows (11,948) €1
(41,244) (112,155)
AREERK BT FH Net cash used in financing activities
SRR PR Interest paid (53,467) (74,364)
HMERTREMER New bank and other loans 723,547 566,960
BERITREMER Repayment of bank and other loans (708,344) (391,516)
BEHE Repayment of promissory notes - (155,563)
BELBREBX Repayment to minority shareholders
(EBREERBEN) (included in interest free borrowings) (56,089) -
H@ERTRE Other financing cash flows (12,069) 14,728
(106,422) (39,755)
RekReFEEE 2 Net (decrease) increase in cash
OB ) a5 and cash equivalents (167,710) 210,257
MyRekHEeEE Cash and cash equivalents at the beginning
HH of the period 437,859 242,865
SMNERMEREFH B Effect of foreign exchange rate changes 11 205
HRReRESEEEER Cash and cash equivalents at the end of the period 270,160 453,327
ReRRECEEBEEH DI Analysis of the balances of cash and cash equivalents
RTEFERRS Bank balances and cash 350,934 506,368
RITEX Bank overdrafts (80,774) (53,041)
270,160 453,327

— ==

hEFEFEHmE | Interim Report 2005
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i B B4 35 3R R P i
(BEZ-—FFERFNNA=+HILNEA)

1. wmBRZEAR

AERPFEHREDREEERERIZAAERR
Al (B2 P )) @2 B R BN (T Em AR R B
Bt AZERBERERBB SIS HEM
ZEBGHEREIAN [P P RE ] MRS -

2. TEEFHE

BRETHEREBITARBERBEAARAEE
HEMEFEI - AERAMBERRTIIRE LK

BRIt ESN - AERAMBREARAZE
ARREAEERAEBE_TTNF T A
ST BLEFEVBBREAERAN -

RAHRE  AEEEREAEESHAMASH
Bz ZREEMBHRELEN - FAGER
kg (TXaRHEEMBEmEEN]) - &
SRABAR -_ZZRF—A— BHHREZMG
2GR - R EE MW E E R EHA
BX  BERBRMIEZEHRZENTTESR
FrERE - LERABO BB R ER MBS
REIRHFEHARBIEZ 2L ZEE
SIEZ BBEEPER - RNHEEMBR
EEAGHAEE G A BERAE T F S 3R
B UHASHHRIBE ST 2 EER
HE2HNFTAERTE -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(FOR THE SIX MONTHS ENDED 30TH JUNE, 2005)

1. BASIS OF PREPARATION

The condensed financial statements have been prepared in accordance
with the applicable disclosure requirements of Appendix 16 to the Rules
(the “Listing Rules”) Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) and with Hong
Kong Accounting Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA").

2. PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared on the historical
cost basis except for certain properties and financial instruments, which are
measured at fair values or revalued amounts, as appropriate.

The accounting policies used in the condensed financial statements are
consistent with those followed in the preparation of the Group's annual
financial statements for the year ended 31st December, 2004, except as

described below.

In the current period, the Group has applied, for the first time, a number of
new Hong Kong Financial Reporting Standards ("HKFRS(s)"), Hong Kong
Accounting Standards (“HKAS(s)") and Interpretations (hereinafter collectively
referred to as “new HKFRSs") issued by the HKICPA that are effective for
accounting periods beginning on or after 1st January, 2005. The
application of the new HKFRSs has resulted in a change in the
presentation of the income statement, balance sheet and the statement of
changes in equity. In particular, the presentation of minority interests and
share of tax of associates and jointly controlled entities have been
changed. The changes in presentation have been applied retrospectively.
The adoption of the new HKFRSs has resulted in changes to the Group's
accounting policies in the following areas that have effects on how the
results for the current or prior accounting periods are prepared and
presented.
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2. TREFHEE (&)

5752 0f

BB W LB IREH 6 EAN G
BAMA-TTRE-A-AAREZEHA
B o EAEBM GRS RANEIRHAEE

TEFESADT

B

i)

KRBTSR WBREEZAEREEN R
BEMFAIERFHEE - ~ARECRBEE
MEmELEANEIR 2 AEREER - AF
Em—_TEAF-A-AETHEAHEEES
i MAESRISFRNKEBR M RFE
ETRENR R _TFEAF—A-BRENK
BAIEEZEEIERANRBRNERE 2 R
MEEE (WA FE - IWAEHBERZE2S
HEAHETBAETAREHRE - —TFT0
FZUBEFITEY -

RAHME  AEETRDHRBEEGHERE2
HIMNERBMEBH o FE]  HRTHEAMN
BINEcEERABRE  WIREBEEER
Wiz AR mE o W INEIETEE
ZEENRBEGEERZELABEGE - R
BEBEFERIE21R 2 EBREEEX - R
—ERRF-A-ARRAKRBELZZEHEUAR
SEZIFEEMIINERBRIE - Fitt - WESE
Ao AT HA AR o

REBEMGTRBARZAIREEE  BER
KBEREZAR BEFEFRKAZEHE (K
THEBIEEE]) -

RBBEMBMESERNEIR - AEBERMEPT
WEARIZAHEEE BEBERIBREZA
REEFESNKBRAZZ8 ([WHEFTE])
FEDAHE 1T U B 2 B BB R SR AR M SRS 48 -

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Business combinations

HKFRS 3 “Business Combinations” is effective for business combinations
for which the agreement date is on or after 1st January, 2005. The
principal effects of the application of HKFRS 3 to the Group are
summarised below:

Goodwill

In previous periods, goodwill arising on acquisitions was capitalised and
amortised over its estimated useful life. The Group has applied the
relevant transitional provisions in HKFRS 3. The Group has discontinued
amortising such goodwill from 1st January, 2005 onwards and goodwiill
will be tested for impairment at least annually and in the financial year in
which the acquisition takes place. Goodwill arising on acquisitions after 1st
January, 2005 is measured at cost less accumulated impairment losses (if
any) after initial recognition. As a result of this change in accounting policy,
no amortisation of goodwill has been charged in the current period.

Comparative figures for 2004 have not been restated.

In the current period, the Group has also applied HKAS 21 “The Effects of
Changes in Foreign Exchange Rates” which requires goodwill to be treated
as assets and liabilities of the foreign operation and translated at closing
rate at each balance sheet date. Previously, goodwill arising on acquisitions
of foreign operations was reported at historical rate at each balance sheet
date. In accordance with the relevant transitional provisions in HKAS 21,
goodwill arising on acquisitions prior to 1st January, 2005 is treated as a
non-monetary foreign currency item of the Group. Therefore, no prior

period adjustment has been made.

Excess of the Group’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over cost (previously

known as “negative goodwill”).

In accordance with HKFRS 3, any excess of the Group's interest in the net
fair value of acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of acquisition (“discount on acquisition”) is recognised
immediately in profit or loss in the period in which the acquisition takes

place.

ZETRFEFHWSE | Interim Report 2005
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2. TEREFHEER (B
R0 ()
FrUkAE A2 B B A

RBBEMBHRELRNEIR  WMRBEEZ
ARBERAASEE - BMEB AR 2
BEBERNKES QHER - AMEMMBEAR 25k
BFRETEBINEEMER o bs » ARE
ERSMRRREREGZEANA_TTRF
—A-BRERZERE R_TTOFEZLR
BFILARES -

BLEE

AEBRAHACKBERBEEES-BETE
BE o PRUEHME AR AN IR R 5t 3H S AT 2 38Rl 2
HEEEIIR o SREEHER A TR (4 5t Al (2
HIA B AR D 505 # 34 o

TRTA

BEEGHERERRIEMIA - FERE5]
BEEBHER -R-_ZETAF—A—H=HE
BFm 2z ST IR AR BB S ERIF 395
[T HE : WRRFE]—R TR FFIREHE
AR BUHERIGIECHEERRE - &
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AIE 3915 2 B REIE IR -

ZETRFFREME | Interim Report 2005

2. PRINCIPAL ACCOUNTING POLICIES (continued)
Business combinations (continued)
Contingent liabilities of acquirees

In accordance with HKFRS 3, contingent liabilities of an acquiree are
recognised at the date of the acquisition if the fair value of the contingent
liabilities can be measured reliably. Previously, contingent liabilities of
acquirees were not recognised separately from goodwill. In addition,
because the revised accounting policy has been applied prospectively to
acquisitions for which the agreement date is on or after 1st January, 2005,
comparative figures for 2004 have not been restated.

Intangible asset

The Group has acquired an intangible asset in relation to the mining right
in the current period. Mining right is stated at cost less accumulated
amortisation and any identified impairment loss. The cost of mining right is
amortised on straight line method over the estimated useful life of 50
years.

Financial instruments

HKAS 32 “Financial Instruments: Disclosure and Presentation” requires
retrospective application. HKAS 39 “Financial Instruments: Recognition and
Measurement”, which is effective for annual periods beginning on or after
Tst January, 2005, generally does not permit to recognise, derecognise or
measure financial assets and liabilities on a retrospective basis. The
principal effects resulting from the implementation of HKAS 32 and HKAS
39 are summarised below:

Classification and measurement of financial assets and financial liabilities
The Group has applied the relevant transitional provisions in HKAS 39 with

respect to classification and measurement of financial assets and financial
liabilities that are within the scope of HKAS 39.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Classification and measurement of financial assets and financial liabilities
(continued)

By 31st December, 2004, the Group classified and measured its debt and
equity securities in accordance with the alternative treatment of Statement
of Standard Accounting Practice ("SSAP") 24. Under SSAP 24, investments
in debt or equity securities are classified as “trading securities”, “non-trading
securities” or “held-to-maturity investments” as appropriate. Both “trading
securities” and “non-trading securities” are measured at fair value.
Unrealised gains or losses of “trading securities” are reported in the profit
or loss for the period in which gains or losses arise. Unrealised gains or
losses of “non-trading securities” are reported in equity until the securities
are sold or determined to be impaired, at which time the cumulative gain
or loss previously recognised in equity is included in the net profit or loss
for that period. From Tst January, 2005 onwards, the Group classifies and
measures its debt and equity securities in accordance with HKAS 39.
Under HKAS 39, financial assets are classified as “financial assets at fair
value through profit or loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. The classification depends
on the purpose for which the assets are acquired. “Financial assets at fair
value through profit or loss” and “available-for-sale financial assets” are
carried at fair value, with changes in fair values recognised in profit or loss
and equity respectively. “Loans and receivables” and “held-to-maturity
financial assets” are measured at amortised cost using the effective
interest method.

ZETRFEFHWSE | Interim Report 2005
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Financial assets and financial liabilities other than debt and equity
securities

From 1st January, 2005 onwards, the Group classifies and measures its
financial assets and financial liabilities other than debt and equity securities
(which were previously outside the scope of SSAP 24) in accordance with
the requirements of HKAS 39. As mentioned above, financial assets under
HKAS 39 are classified as “financial assets at fair value through profit or
loss”, "available-for-sale financial assets”, “loans and receivables” or “held-
to-maturity financial assets”. Financial liabilities are generally classified as
“financial liabilities at fair value through profit or loss” or “financial liabilities
other than financial liabilities at fair value through profit or loss (other
financial liabilities)”. “Other financial liabilities” are carried at amortised cost
using the effective interest method. An adjustment to the previous carrying
amounts of assets or liabilities on 1st January, 2005 has been made to the

Group's retained earnings (see Note 3 for the financial impact).

Derecognition

HKAS 39 provides more rigorous criteria for the derecognition of financial
assets than the criteria applied in previous periods. Under HKAS 39, a
financial asset is derecognised, when and only when, either the contractual
rights to the asset's cash flows expire, or the asset is transferred and the
transfer qualifies for derecognition in accordance with HKAS 39. The
decision as to whether a transfer qualifies for derecognition is made by
applying a combination of risks and rewards and control tests. The Group
has applied the relevant transitional provisions and applied the revised
accounting policy prospectively for transfers of financial assets on or after
Tst January, 2005. As a result, the Group’s bill receivables with full
recourse which were derecognised prior to 1st January, 2005 have not
been restated. As at 30th June, 2005, the Group's bills receivables and
factored trade receivables with full recourse have not been derecognised.
Instead, the related borrowings of HK$33,004,000 and HK$18,868,000
have been recognised on the balance sheet date. This change has had no
material effect on the results for the current period.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)
Owner-occupied leasehold interest in land

In previous periods, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using the cost
model. Under HKAS 17 “Leases”, the land and buildings elements of a
lease of land and buildings are considered separately for the purposes of
lease classification, unless the lease payments cannot be allocated reliably
between the land and buildings elements, in which case, the entire lease
is generally treated as a finance lease. To the extent that the allocation of
the lease payments between the land and buildings elements can be
made reliably, the leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are carried at cost and
amortised over the lease term on a straight-line basis. This change in
accounting policy has been applied retrospectively (see Note 3 for the
financial impact). Alternatively, where the allocation between the land and
buildings elements cannot be made reliably, the leasehold interests in land

continue to be accounted for as property, plant and equipment.
Investment properties

The Group has elected to use the fair value model under HKAS 40
“Investment Property” to account for its investment properties which
requires gains or losses arising from changes in the fair value of
investment properties to be recognised directly in the profit or loss for the
period in which they arise. In previous periods, investment properties
under SSAP 13 were measured at open market values, with revaluation
surplus or deficits credited or charged to investment property revaluation
reserve unless the balance on this reserve was insufficient to cover a
revaluation decrease, in which case the excess of the revaluation decrease
over the balance on the investment property revaluation reserve was
charged to the income statement. Where a decrease had previously been
charged to the income statement and revaluation subsequently arose, that
increase was credited to the income statement to the extent of the
decrease previously charged. The Group has applied the relevant
transitional provisions in HKAS 40 and elected to apply HKAS 40
retrospectively. Comparative figures have been restated (see Note 3 for

the financial impact).
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

Deferred taxes related to investment properties

In previous periods, deferred tax consequences in respect of revalued investment
properties were assessed on the basis of the tax consequence that would follow
from recovery of the carrying amount of the properties through sale in accordance
with the predecessor Interpretation. In the current period, the Group has applied
HKAS Interpretation 21 “Income Taxes-Recovery of Revalued Non-Depreciable
Assets” which removes the presumption that the carrying amount of investment
properties are to be recovered through sale. Therefore, the deferred tax
consequences of the investment properties are now assessed on the basis that
reflect the tax consequences that would follow from the manner in which the
Group expects to recover the property at each balance sheet date. In the absence
of any specific transitional provisions in HKAS Interpretation 21, this change in
accounting policy has been applied retrospectively. Comparative figures have been
restated (see Note 3 for the financial impact).

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

The effects of the changes in the accounting policies described above on the
results for the current and prior period are as follows:

BEANA=+HLEAEA
Six months ended 30th June,

—ZEEHFE —TTWF
2005 2004
BT BT T
HK8'000 HK$000
7B AR Decrease in amortisation of goodwill 1,296 -~
R BEREE®RRZ Recognition of discount on acquisition directly
U B 47 in the income statement 15,873 -
RUHERTREEAABE Losses arising from initial recognition of
Z 1 financial assets at fair value (1,456) -
fF 'dj EMFEEBEEREME Fair value gain on transfer of properties held
2R EEKE for sale to investment properties 19,528 -
’Aft {ETE ‘‘‘‘‘‘ A8 i 5] B Increase in loss on disposal of investment
HEREYEEIEEM properties as a result of changes in fair value - (3,385)
?xﬁ MERNREE Gains arising from changes in fair value of
""""" BHESE 2 W investment properties 35,710 32,225
HEEMERBE BRI Increase in deferred taxes relating to
T IBE o0 investment properties (15,829) (6,140)
7 A Fl 4 38 n Increase in profit for the period 55,122 22,700
A TF 16 Attributable to:
NSIE:EEC RSN Equity holders of the parent 55,695 25,566
’J %( P& R HE Minority interests (573) (2,866)
55,122 22,700

ZETRFFREME | Interim Report 2005
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES (continued)

BEANA=1tHLAEA
Six months ended 30th June,

—ETRE —TTNHEF

2005 2004

B JEA

HK cents HK cents

0% E R & L A0 Increase in basic earnings per share 6.4 33
% 6 S8 2 1) 12 0 Increase in diluted earnings per share 6.4 3.2

HRaE Mg Nz BB RINED BN
wm

Analysis of increase in profit for the period by line items presented according to

their function:

BEZA~AA=1+HILEAEAR
Six months ended 30th June,

—EERFE _—_TTOF
2005 2004
BT T BT T
HK$'000 HK$000
Hh & E U AL AN Increase in other operating income 3,646 -
THREREM Increase in administrative expenses (1,341) -
HihgEERmMAD (B Decrease (increase) in other operating expenses 1,296 (3,385)
FHEMXERZREYE Fair value gain on transfer of properties held for
ZrnBEEkRR sale to investment properties 19,528 -
WEWMEZ AR BEEN Increase in fair value of investment properties 10,310 11,055
Wb — BB A R B IME 2= Discount on acquisition of additional interest
Z TR in a subsidiary 15,873 -
FEAG B & A B A K 5 18 Increase (decrease) in share of profits
2 O 4) and losses of associates 7,944 (42)
JE& {5 F R EH 2 7D 7 & Increase in share of profits and losses
B 1818 AN of jointly controlled entities 11,237 17,657
BE KRG AN Increase in finance costs (3,602) -
T8 TR AE AN Increase in taxation (9,769) (2,585)
55,122 22,700
ZETRFH RS | Interim Report 2005
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING

NE 2 & POLICIES (continued)
ERE
(#)
N_TTMNF -1— —  The cumulative effects of the application of the new HKFRSs as at 31st December, 2004 and 1st January,
A=+—RAk= 2005 are summarised below:
TRF—A—H F‘%’
R BB GRS B Ei
RAIZ R RE girEq gitEg
s 405 R ERIL
R g B
RHRE R BEHER
2 FE  Fu¥ -EERE F30% i
RZBEME &R &% LEE =y vy& -—BEIf
tZB=t-8 F1% 178 Hfeof =t+-8  Efetof -A-R
As at 31t E2 Z¥E  HKAS40  Asat3lst  HKAS32  Asatlst
December, Effect of Effect of and  December, and January,
2004 HKAS 1 HKAS 17 HKAS-Int 21 2004 HKAS 39 2005
BT EEFr  E%Tn EETn EETn  AETn BETR
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
(RE23) (B5) (E3)
(Originally stated) (Restated) (Restated)
EEBERER Balance sheet items
nx - BERNE Property, plant and equipment 538,864 - (30882) - 507982 - 507982
FEENE Properties for development 2714390 - (1,775,050) - 939340 - 939340
WBHERNEZ Deposits for acquisition of
%e properties for development - - 1775050 - 1775050 - 1775050
THERERN Prepaid lease payments on land
BEFE (FRe) use rights (non-current) - - 29,766 - 29,766 29,766
REERR 2R Interests in associates 534,920 - - 20953 555873 (1 076) 554,197
RARBHRE 2 E Interests in jointly controlled entities 848,954 - - 1405 863006  (19081) 843925
HithE Other investments 40,737 - - - 40737 (40737) -
EFREGERD) Investments in securities (non-current) 3871 - - - 3877 (3877) -
MRNERE Available-for-sale investments - - - - - 44614 44614
el R B (ERE) Instalments receivables (non-current) 92,009 - - - 92009 (13,064) 78,945
THFEREER Prepaid lease payments on land
BEFB(RE) use rights (current) - 718 - 718 - 718
SEERCERD) Interest-free borrowings (non-current) (149 087) - - - (149,087) 16578 (1325500)
eEES Membership debentures (51,485) - - - (51489 234 (28161)
BEREAE Deferred tax liabilties (796,486) - - (17300)  (813,786) (632)  (814418)
EERBER T2MG Total effects on assets and liabilties 3776693 - (398) 17705 3,794,000 6049 3800049
B Accumulated profs 2025983 - (398) 380676 2406261  (8721) 2397540
RENEBIEE Investment property revaluation reserve 327770 - - (327700) - - -
LERERR Minority interests - 496362 - (3201) 461,161 14770 475931
i Eva2 + by Total effects on equity 2353753 496362 (398) 17705 2867422 6049 2873471
SERERE Minority interests 496362 (496,362) - - - - -

—TTREFHRE
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (continued)

The financial effects of the application of the new HKFRSs to the Group's equity at
1st January, 2004 are summarised below:

'R

2 ER

5 40%;

RERE

HRRE

REES 215
As originally HKAS 40 and Rl
stated HKAS-Int 21 As restated
BT T BEFT BETFT
HK$'000 HK$'000 HK$'000
Z 5 F Accumulated profits 287092 321,037 608,129
REMEERFEE Investment property revaluation reserve 269,528 (269,528) -
DERERER Minority interests 433,139 (41,008) 392,131
Eaz T ERs Total effects on equity 989,759 10,501 1,000,260

AEFEWARRZREER T2 BMAE MK
ERZ B BN BREED - KAARE
E([ZF])) EHERZSEH BBV KR
HEHRANHAREB VB RRITBERY
g,

=

BE G EL BE YR EE -

FE195% (1835]) FEFSREE

BAE TR BRAEBEERS 2
%395k (1£3]) BeRedrsg

AR

B G ER A EBEBRARE
F 395 (1£37])

EBMBHRE WEERZBER
R 657 FE A

EETEHRE BT HLTHERS
REl Y “””4% PERE

BB R BE  BEREIRE
AR E EEESHEL
% 555% 1 1 2 A

The Group has not early applied the following new HKFRSs that have been issued
but are not yet effective. The directors of the Company (the “Directors”) anticipate
that the application of these new HKFRSs will have no material impact on the
financial statements of the Group.

HKAS 19 (Amendment) Actuarial Gains and Losses, Group Plans and
Disclosures
Cash Flow Hedge Accounting of Forecast Intragroup

Transactions

HKAS 39 (Amendment)

HKAS 39 (Amendment) The Fair Value Option

HKFRS 6 Exploration for and Evaluation of Mineral Resources

HKFRS-Int 4 Determining whether an Arrangement Contain a
Lease

HKFRS-Int 5 Rights to Interests Arising from Decommissing,

Restoration and Environmental Rehabilitation
Funds

ZETRFEFHWSE | Interim Report 2005
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4, SEGMENTAL INFORMATION

The Group's turnover for the period was derived mainly from activities carried out in the People’s
Republic of China (the “PRC") other than Hong Kong. An analysis of the Group's turnover and
segment results by business segment is as follows:

Income statement for the six months ended 30th June, 2005

HE
2EMH
MEBRR NERE Sale of Hing &
Property Property  construction Other &bt
development  investment materials ~ operations  Consolidated

BETr  EETT  EETT  EEFTR  EETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

X
A
PEFE
Hittg B WA
RERER
RESBLXER
FHENSERZE
RENEZDR
EEKS
REWMF
DABEEZEM
KE-EHELF
B R
ik
B B AR
BhEBEDNT
B RER
BEARZHARE
N R BB
BEQFERZ
HEBR

BR Bt A A
BE

A EER

—ETHRERHRE

TURNOVER 229,069 24,965 141,454 22,808 418,296
RESULTS

Segment results 41,454 17,798 (12,044) (5,072) 42,136
Other operating income - - 7627 36,884 44511
Allowance for doubtful debts - (589) (7,040) (468) (8,097)
Unallocated corporate expenses (16,738)
Fair value gain on transfer of

properties held for sale to

investment properties 19,528 - - - 19,528
Increase in fair value of

investment properties - 10,310 - - 10,310
Discount on acquisition of

additional interest in a

subsidiary 15,873
Finance costs (46,420)
Share of profits and losses

of associates 4,037 11,173 - 210 15,420
Share of profits and losses

of jointly controlled entities 38,910 15,553 - 475 54,938
Impairment loss on interest

in an associate (17451) - - - (17,451)
Profit before taxation 114,010
Taxation (36,190)
Profit for the period 77,820

Interim Report 2005
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4. SEGMENTAL INFORMATION

(continued)

Income statement for the six months ended 30th June, 2004 (Restated)

2]

HE
EEYH
MEER MERE Sale of Hih&iE
Property Property  construction Other G
development investment materials operations  Consolidated
BETFT BETT BETT BETT BETT
HK$'000 HK3'000 HK$'000 HK3'000 HK$'000
EED TURNOVER 669,457 11,259 199,094 7411 887221
ES RESULTS
NEEE Segment results 128,905 (988) 32,212 (3,289) 156,840
HigERA Other operating income - - 9,932 20,897 30,829
RERER Allowance for doubtful debts - - (1,481) - (1,481)
RN E L EER Unallocated corporate expenses (22,242)
REME Increase in fair value of
DRBEZEM investment properties - 11,055 - - 11,055
BB A Finance costs (37,830)
FE {5 Bk & 2 A) Share of profits and losses
& il & B 1 of associates (4,251) - - 163 (4,088)
G H R A A Share of profits and losses
& il & B A of jointly controlled entities (3,777) 19,438 - (506) 15,155
B& %0 A1l Profit before taxation 148,238
1A Taxation (58,355)
7R ER el g Profit for the period 89,883
ZETRFH RS | Interim Report 2005
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5. OTHER OPERATING INCOME

(REEEZX)
(Unaudited)
BEAA=1THLXEA
Six months ended 30th June,

—ETHF ZZTTOEF

2005 2004

BETFT BMTF T

HK$'000 HK$'000

IRITIE R & B W SR IB A B UL A Interest income on bank deposits and receivables 3,788 2,426
FEMBEMWKIER B WA Implied interest income on non-current receivables 3,646 -
B ER R D Refund of PRC value-added tax 7,289 8,720
WD kB A Dividend income from listed shares - 5,760
FIEEEREZARERFNHE Net unrealised gain on investments held for trading - 20
R 35 AR 2E 5 [B] B¢ Allowance for doubtful debts written back - 3,302
RBRBAFECIHERSHE Waiver of interest expenses accrued in prior years 19,420 5,692
H b Y A Other income 10,368 4,909
44,511 30,829

6. Wis—EKHE QA
BIME TR 2 I E

REBEEZZTZTAFANA=THIAE
AR AREENBRSREEE
19,263,0007T U & 1E T~ — B HT /& 22 7
REHNMOWE R - AMKAARRRZ2
EHIE AR o ZMIBARNPBINL -
HEDEZRRIZE - HIERE 2K
BT BB ¥ 15,873,0007T °

—TTREFHRE

6. DISCOUNT ON ACQUISITION OF ADDITIONAL INTEREST IN
A SUBSIDIARY

During the six months ended 30th June, 2005, the Group acquired an additional 40%
interest in a subsidiary for an aggregate cash consideration of HK$19,263,000, after
which it becomes a wholly-owned subsidiary of the Company. The subsidiary is
established in the PRC and engaged in property development and investment. This
acquisition results in a discount on acquisition of HK$15,873,000.

Interim Report 2005
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7. FINANCE COSTS

(R EZX)
(Unaudited)
BERA=tHLXEA
Six months ended 30th June,
—EERF —_TTNOEF

2005 2004
EBETFT BT T
HK3'000 HK§000
MER T Interest on

MITERRBEX Bank loans and overdrafts 46,540 48,165
HZ Promissory notes - 3,039
ERRE Loan notes 972 977
B HEAIE Obligations under finance lease 1 1
REFAZBEEZHMBERK Other loans wholly repayable within five years 4,265 4,360
JEMBEN KBRS E Implied interest on non-current payables 3,602 -
55,380 56,542

B BARICRBEEFPMESE  Less: amount capitalised on properties under

development (8,960) (18,712)

46,420 37,830

8. BME N AR ZRE
SEi

B 9 18 BRI Bt i 1 Rl as PR TE B
EERBEFIFEBFEZAKEE
R e

8. IMPAIRMENT LOSS ON INTERESTS IN ASSOCIATES

The impairment loss represents a write-down of the carrying amount of interests in

associates to their recoverable amount based on the estimated net selling price.

— ==
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9. BiE 9. TAXATION
(REER)
(Unaudited)
BEXA=tHLXEA
Six months ended 30th June,
“EEHE —_TITWHF
2005 2004
BT T BT T
HK$'000 HK§000
(&%)
(Restated)
X EBIE The charge comprises:
REPEMEH R PRC Enterprise Income Tax and
T IR E R Land Appreciation Tax
— REARE BB — current period provision 3,265 19,086
—BAEFEERBETR — under (over) provision in
(HBrEEE) prior years 204 (405)
3,469 18,681
T IR Deferred tax 32,721 39,674
36,190 58,355

AEBREBLE 2 ARRZME S
B A SR ERBOE N - AL E L
BAENEHIELEE - ARAETR
FEKLZEZIMBARZEERBRRE
B o MBS BR RN E 2 RE A

i HIR A o

No provision for Hong Kong Profits Tax is made as the Group companies operating in

Hong Kong do not have any assessable profit for both periods. Certain of the

Company's subsidiaries operating in the PRC are eligible for tax exemptions and

concessions. The PRC income tax is calculated at the rates applicable to respective

subsidiaries.
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10. CONSOLIDATED REVENUE AND EXPENSES FOR
THE PERIOD

o 25

(REEX)
(Unaudited)
BERNA=+THLAEA
Six months ended 30th June,

—EERFE _—_TTOF
2005 2004
BT T BT T
HK8'000 HK$000
(E31)
(Restated)
RER AR A & A E MR Consolidated profit for the period has been arrived
at after charging:
M BERKREBITE Depreciation of property, plant and equipment
HEBE Owned assets 11,465 9,282
REMEHEREZEE Assets held under finance leases 4 4
B BARERERPYE Less: amount capitalised on properties under
ok development (556) (456)
10,913 8,830
Wiy Amortisation of:
BEEE Intangible asset 12 -~
T AEENEERIEA Prepaid lease payments on land use rights 289 -
Bira kB E iz?ﬁiﬁ Goodwill on consolidation (included in other
(BEBEEHR ﬁﬂ HEEBERN) operating expenses) - 1,241
e B B 2 B Tk FE (R 9% Goodwill on acquisition of associates and
NAEXEZ Fﬁ Z2(EBHE jointly controlled entities (included in other
EHMEEBRAN) operating expenses) - 91
11,214 10,162
HEREMEZEERFEHIE Net realised loss on disposal investment properties 938 7,595
FIEEERECAERFER Net unrealised loss on investments held for trading 230 -
i EARBIE (BEREE Share of tax of associates (included in share
FEAG B E A Rla T REEA) of profits and losses of associates) 5,073 42
&5 H B S AR IE Share of tax of jointly controlled entities
(E & 1E JE Ak B4 (included in share of profits and losses
N ElE F R EER) of jointly controlled entities) 11,086 3,513
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o)}
=
i

il 11. EARNINGS PER SHARE

BAREBERSE ARG ZERE  The calculation of the basic and diluted earnings per share attributable to the ordinary
AREHERF TR TINEERAE equity holders of the parent is based on the following data:
(REER)
(Unaudited)
BESNA=Z+HLAEA
Six months ended 30th June,
—EETHRFE —ZTTEF
2005 2004
BT BT T
HK$'000 HK$000
(&%)
(Restated)
2 F Earnings
AUAHES Hxﬁlﬁ R#SERF 2 Eamings for the purposes of basic and diluted
* B (Elﬂ NERARERFAA earnings per share (profit for the period
J& 15 2 & A1) attributable to equity holders of the parent) 82,997 77,840

BEANA=+HLEAEA
Six months ended 30th June,
—FFRF _TTHEF

2005 2004

g Number of shares
BT ESRERRF 2 L@ Weighted average number of ordinary shares for

INHE 19 8 the purpose of basic eamnings per share 875,469,918 786,598,115
BHEESTaERITE Effect of dilutive potential ordinary shares:

— RBIEE — Warrants - 25352,058
AU EBREERT Weighted average number of ordinary shares for

2 & B ANEE T 8 the purpose of diluted earnings per share 875,469,918 811,950,173

HEEE_ZTTERFA=1HI/N The computation of diluted earnings per share for the six months ended 30th June,
B A BREERFINRBREAARZ 2005 does not assume the exercise of the Company's outstanding warrants as the
MARTTERRAEFEESTE - B2 exercise price was higher than the average market price per share.
TEESSNRERZFIEITIHER -

ZETRFFREME | Interim Report 2005



i§¢ﬂ§ﬁﬁﬁﬁﬁ.27

1. 8RB (&

515 7 (L2000 2 45 8 R o
B BHB A R MR T R
T EEMZTEESSRERY
FH TR -

12. 9% - BERKRE

REBE-ZZERFENA=Z+THIAE
B AEBEAZYE BERE
B 2 B ANME 578 B 37,369,0007T °

13. REYEE

REZE-ZFZRFRNA=1HIRE
AR

(F) B#4832000t 2 HEMED
HE - MiB45,022,0007T 2 7%
HEMEWERZIREME o

() REEBZREYERFTAE
T EBERTEARA AR
—ZEERFRNA=Z+THZAH
MEEEFHEAREE - B
PZREMERAREBESE
10,310,0007T 2 #4182 H#E
MRER -

Tian An China Investments Company Limited

11. EARNINGS PER SHARE (continued)
The computation of diluted earnings per share for both periods does not assume the

exercise of the outstanding share options of a subsidiary as the exercise price was
higher than the average market price per share.

12. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30th June, 2005, the Group acquired property, plant and
equipment at a cost of HK$37,3269,000.

13. INVESTMENT PROPERTIES

During the six months ended 30th June, 2005,

(@) Investment properties of HK$4,832,000 were disposed of and investment

properties of HK$45,022,000 were transferred from properties for sale.

(b) The Group's investment properties were fair-valued by Messrs. Norton Appraisals
Limited, a firm of Chartered Surveyors, at 30th June, 2005 on an open market
value basis. The resulting increase in fair value of investment properties of
HK$10,310,000 has been recognised directly in the income statement.
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14. B 5 FEWERX 14. TRADE RECEIVABLES

EWARF 2 e Ty 8 RMEIE Rental receivables from tenants are payable on presentation of invoices. The Group
Tt AEB ML TWEEREE  generally allows a credit period of 30 to 120 days to property purchasers and other
hEPZERIRA=THEZE—EBH= customers.

+A -

RER - BSEWER (BEEE  The following is an aged analysis of trade receivables, which are included in trade and
5 REAEWERFR - & RFERFFA)  other receivables, deposits and prepayments, at the reporting date:
ZEREANET

(REEX) (B &%)
(Unaudited) (Audited)
—EERF —ZERNF

ANA=+H +=-A=+—H
30th June, 31st December,

2005 2004

BT T BMTF T

HK8'000 HK$'000

* % 89 Not yet due 33,232 132,147
BH=EAR Overdue within 3 months 137,085 223,571
A E S E A Overdue between 4 and 6 months 74,084 42,462
Bt E+ @A Overdue between 7 and 12 months 41,452 25,090
‘AR — @A Overdue over 12 months 11,753 15,782
297,606 439,052
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15. FEFRBEE

REBEEZZTRFAA=THIEAE
AR AEBHEWB AR — P8
R —EEEHE - LBReRE
HBH57,613,000 T HHE AL E
FZEH| AR 2 2851058 - NEE
7R B B 5% A SR TR AT o7 P TE UK R 15
# 0 RS R EAEE2,070,0007T
W R BT B 2 R 2 BB IME AR © 32 B
ERWEREENR _EERENAC
TEBRITZBREFANARE LAER
RBREADBREAME - REER
FRHFEBRTPBRBNE Bk - BEHE
BLERRBEREERE T @R
WTER - o fEREmE - HRZEH
REWD R RANER 2 MEBRET -
HEi bR ERUBEERERE - K
ZMIBWIETES 2 TESeRan
HEMG T2 ieE - il - WERRES
ECEEBARMEESE -

i

DTRERFEZEENEENT :

Tian An China Investments Company Limited

15. NON-CURRENT ASSETS HELD FOR SALE

During the six months ended 30th June, 2005, the Group entered into a disposal
agreement with a minority shareholder of the subsidiaries in relation to the disposal of
the Group's entire 51% interest in a jointly controlled entity for a cash consideration of
approximately HK$7,613,000. At the same time, the Group also entered into two
acquisition agreements with the same minority shareholder in relation to the
acquisitions of the additional interests in two subsidiaries for an aggregate cash
consideration of approximately HK$2,070,000. The disposal and acquisition agreements
have been approved by the Company's shareholders pursuant to an ordinary
resolution at an extraordinary general meeting held on 27th April, 2005 and were
pending approval from the relevant PRC government authorities at the balance sheet
date. The disposal and acquisitions are expected to be completed within twelve
months from the balance sheet date. The jointly controlled entity is classified in the
Group's property development activity for segment reporting purpose. When
considering the disposal and acquisitions as a whole, the discount on the two
acquisitions will be more than compensating the discount on the disposal. Accordingly,

no impairment loss has been recognised on the asset held for sale.

The assets classified as held for sale are as follows:

—E2AHF
~NA=1H
30th June,
2005
BT T
HK3'000

R IERE S AR Z &
(DBEFEZEE)

Interest in jointly controlled entity

(as asset classified as held for sale) 11,037
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16. EZ ETBRFX

REEH  BSRNER(BFEEE
5 R E M A BRI 2 BR R 9 T 40
T

16. TRADE PAYABLES

The following is an aged analysis of trade payables, which are included in trade and

other payables, at the reporting date:

(REEX) (B &%)
(Unaudited) (Audited)
—EEEF —ZETWF

ANA=+H +tZA=+—H
30th June,  31st December,

2005 2004

EBY¥TF T B FT

HK3'000 HKE000

7 5 8 Not yet due 466,610 490,732
BH=EARA Overdue within 3 months 92,107 72,333
mAAN=NEA Overdue between 4 and 6 months 4,142 8,305
B+ E+ @A Overdue between 7 and 12 months 7,381 54,122
BEEB+ @A Overdue over 12 months 121,772 120,286
692,012 745,778

17. &5k

REZ-TTRAFAAA=THIEA
BEAR ERFLBRIELE
11,003,0007C ° KEMHZEERIET
BHEFERFRAFEAEE - HE
HARZHhEZ L FE AR - E
METREERRWERYEIER -
MEXRBEEEKRMBERESE
33,004,0007T &k BB EE 5 ER R
7% ¥ 18,868,0007T °

17. BORROWINGS

During the six months ended 30th June, 2005, the net decrease in borrowings
amounted to HK$11,003,000. The majority of the loans are repayable within 5 years
and bear interest at market rates. Proceeds from new borrowings were used to finance
the payment of land use rights, progress payments for properties under development
and the acquisition of new property projects in the PRC. Included in new borrowings,
there were discounted bills receivable and factored trade receivables of approximately
HK$33,004,000 and HK$18,868,000 respectively.
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(F) R—ZTZTHRFRA=+TH"
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18. CONTINGENT LIABILITIES

(a) At 30th June, 2005, the Group had guarantees as follows:

(REEX) (B &%)
(Unaudited) (Audited)
—EEREF —ETMF

ANA=+H +ZA=+—H
30th June,  31st December,

2005 2004
BT T B TFT
HK3'000 HK§000
Mas T HREZEHIQ A ZRIT Guarantees given to banks in respect of banking
EEMRITIELER facilities utilised by jointly controlled entities 66,038 75,472
RETUERERZRIBER Guarantees given to banks in respect of mortgage
MR 17 VE B4R loans granted to property purchasers 370,992 499,146
e TE=ZAZ2RTEE Guarantees given to banks in respect of banking
mIR 1T VE R facilities granted to third parties 28,302 -
e T RHYEBRMBE QA Guarantee given to a bank in respect of a banking
THERARER ZRITEE facility granted to a vendor of land use rights
m—EERITE L R to a property development subsidiary 13,016 13,016
MEEREZHEABHERE Bills of exchange discounted with recourse - 18,208

(2) RBE-FEMEF-A=+

—HIEFEARN  FEBRHES
BRERR_ZEZTWFNA=H -
L0 98 7] ) 2 B R R R i
(B i i 8 B B K [2004] 58
938y Ak c BERE ' M
MEBEMMETHEEARTZH
HRE#E  RBMRETH
MZEBRITYEL T FE L
BER  MpHMammmsE
T i B IR E IS B
ELZHETHREMEE - At -
WISmR AW EEERRE LM
BER - BEARABKRERZ
LMz BRINESEBRT -
R E B RABRBE RIS IKD
B LI ER 2 T aetE
FRIE - MEEAZULH - AIR
EEBINEEHB AR Z L
BIEF A78%125,264,0005T (=
TTNF+-_A=+—RH: &
#:114,944,0007T) M FE(G £ E1Z
Fl ARz TG ER AEE
75,028,000 (ZEEMF+ =
A=+—8 : #%60820,000
TT) °

(b) During the year ended 31st December, 2004, the State Administration of

Taxation of the PRC issued a circular as Guo Shui Han [2004] No.938 on 2nd
August, 2004 to strengthen levy of land appreciation tax on property developers.
In the opinion of the Directors, after consulting the tax consultants and the tax
bureaux of certain relevant cities, land appreciation tax will not be made in
respect of properties already completed in certain cities, and for other cities, land
appreciation tax is calculated according to certain deemed rates assessed by the
local tax bureaux. Accordingly, full provisions for land appreciation tax have not
been made in the financial statements. The Company, has not, however, been
able to secure written confirmation of those individual city policies, and the
Directors consider that there is a low possibility that land appreciation tax might
be fully levied in accordance with the rule of State Administration of Taxation.
Should such levies take place, then additional land appreciation tax of
subsidiaries attributable to the Group amounts to HK$125,264,000 (31st
December, 2004: HK$114,944,000) and share of land appreciation tax of jointly
controlled entities attributable to the Group amounts to HK$75,028,000 (31st
December, 2004: HK$60,820,000).
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XEEE (&

ETYWEERERAQR—MWBAR
REZEETE  REECEZHE TR
EOMEFREETMBRARZOAE
12,000,000c 2 858 - AEEERZZTZE
FFEVIFARGYELEMERER @ LY
B REETHEREERERERE -
REEFTZHEDEINEE -

—BEHBARIN-—ENEZER @
ARE—HE2EWBRATIRLAEFA -
EXRFHBEESRRREE NEROE
¥ 49,368,000 & 58 - BREE A B
35,376,00070 2 B8 T %EF SR B AR
REFHF - ALEECRHELEFR MES
ARZRETSERMERMEF - WWEE
RIEH S —HERHFDR  BRRERF—
EEHEr—EBRMEEEEZEMNER
AR B (B4 £ 4978 859,150,0007T ° ILZE
HIERFBIERERIEF - RIEEARER
REBMRBREBERBHUREEARMBHZ
MEEE  EFZEHENEE -

—HAERD MAER —BEEZES A
AR HAEITE) - B BT E %
ZIMERAEMRRETLECEED
7114,000,0007T - —HE2EMNBARLN
B 7,500,000 2 & 5 EWBRZ R R
ERREFHE o WEHEAEPBLERE
B o REBMEBREFDASETME]
BEEE(NA) 2ET  BHRPBHRER
I S R E I TRIR -

—HRTRAEE—HE2EWNB AR (fF
ARTETUEBRRBERZERA)
REFD  BREEVEERRMA 2
BB TR #)5%8,988,0007T  NEEE Y
B REETHIGHEREERERERE -
REETZEDEINEE -
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18. CONTINGENT LIABILITIES (continued)

©

(d)

©

Q)

Certain property purchasers have taken legal action against a
subsidiary of the Company and are claiming for compensation
totalling approximately HK$12,000,000 as a result of alleged late
issue of title deeds of properties sold to them. The Group has
started to help the issue of title deeds of properties in early 2005,
and assessed the claims and obtained legal advice, and considers
that no additional provision is required to be made.

A property purchaser who previously purchased a property in
Shenzhen initiated legal proceedings against a wholly owned
subsidiary of the Company to rescind the sale contract and claim for
sales proceeds paid of approximately HK$49,368,000 together with
compensation. Inventories of completed properties with carrying
value of HK$35,376,000 are held in the custody of the court. The
Group had appealed and the Supreme Court had ordered rehearing
to the case. This property purchaser initiated another legal
proceeding claiming for sales proceeds of another storey of the
same shopping arcade and the underground carparks with the
compensation amounting to approximately HK$59,150,000. This
case is under trial by the court in the PRC. Based on legal opinion,
the Group considers that it has a strong defence to the claims and
no additional provision is required to be made.

A former tenant has taken legal action against a jointly controlled
entity of the Group claiming for resettlement compensation
amounting to approximately HK$14,000,000 due to the repossession
of the property’s land use rights by the local government. Trade
receivable of a wholly owned subsidiary amounting to approximately
HK$7,500,000 is held in the custody of the court. The case is being
tried by the court in the PRC. The Group believes that it is too early
to assess the range of possible liability at this stage, if any, and no
amount has been provided for such case in the financial statements.

A bank has taken legal action against a wholly owned subsidiary of
the Company, which has acted as a guarantor for mortgage loans
granted to certain property purchasers, claiming for the defaulted
repayment amounting to approximately HK$8,988,000. The Group
has assessed the claims and obtained legal advice, and considers
that no additional provision is required to be made.
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KEEE (&)

— & ERRESREAER  BPRK
—FMBAR  BERkRMRNZERE
#9785 126,420,0007T © ZMIBATIE M2
FEERAFEREEMBRESE - It
RFERFEEREERF o

—EZMEBRBRAARR—HEKB AR
RHEEREFD  BRREFETZNE
NREIBBEYE 2 BERERLE1,670,000
T AEEEHEBEREETIGERE
BREEERE  REEFTEEDLEI
B o

—HEEERBEEARARESER
EMBAR  BREZMEFEHRNZ
B AN 16,170,0007T (LFRIAE B
REEBSENAERZFT) c ZREBNE
kR EREE HMNES (B 478 6 9,884,0007T © Uit
EHETERPEAREEF - ZHB AT
ZIRITIF SRS TF 49786 147,00070 38 FR V%
RRERE - AEBEDHIBREET
FHEREBKEZERERE - REBRETD
KEEFHBAIREEZEMR  TEFE
TEL RN o

—ERPBRZAEERHRAARAIZHE
AEREEETE AAZHEA YRR
THHEEKIBR  ERZEHNEE
43,680,0007C KR H & & A A o IR
RPEEREES - AEECDHLER
BETIEREBEEERE RE
WA RVERF AT EE 2 BT 5
EEEELEINERE -

ERE
BMANZEEBREESEXNEE
2,900,0007T © 2 4 1E 78 A B B 25 18
Foo AKRBEEHBIBEREETIERE
BoRERERE  RABRKHKEERT
HEREEAEZEME  MEFTEELEIN
Btk -

18. CONTINGENT LIABILITIES (continued)

®

(h)

®

0

(®)

A sub-contractor has sued the main contractor, the tenant and a
subsidiary jointly for outstanding construction cost of approximately
HK$26,420,000. The subsidiary has fully settled all construction
costs with the main contractor and the tenant. The case is under trial
by the court in the PRC.

A property purchaser initiated legal proceeding against a subsidiary
of the Company claiming for proceeds of the property returned to
that subsidiary amounting to approximately HK$1,670,000. The
Group has assessed the claim and obtained legal advice, and
considers that no additional provision is required to be made.

A contractor has sued the Company and its wholly owned subsidiary
jointly for outstanding construction costs of approximately
HK$16,170,000, which have been included in trade payable and are
being disputed. The contractor also claimed for additional
compensations of approximately HK$9,884,000. The case is under
trial by the court and bank deposits of this subsidiary with balances
of approximately HK$147,000 are in the custody of the court. The
Group has assessed the claims and obtained legal advice, and
considers that it is too early to assess the range of possible liability at
this stage and no additional provision is required to be made.

A joint venture partner in PRC has taken legal action against
subsidiaries of the Company claiming for compensation of
approximately HK$43,680,000 and withdrawal from the joint
venture due to the suspension in development of the joint venture
project. This case is under trial by the court in the PRC. The Group
has assessed the claim and obtained legal advice, and considers that
it is too early to assess the range of possible liability at this stage and
no additional provision is required to be made.

Two contractors have sued a subsidiary for outstanding construction
costs and compensations totalling approximately HK$2,900,000.
The case is under trial by the court in the PRC. The Group has
assessed the claim and obtained legal advice, and considers that it is
too early to assess the range of possible liability at this stage and no
additional provision is required to be made.
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9. EEEM
R-FEREXA=TA

(F) AEEBR LEBAKERNDBRA T

(ITEHARKRI)GEEEFHEBL
142,206,000 (ZEEMFE+ A =+—
B : ##150,579,0007T) Z54.7% (=%
TNFE+ZA=+—H :547%) =1k
AAEERERRTEIEEZEF - £
B ACR I R IR S T RACRER A
A& EFEB 65,526,000 (ZEZFY
F+=-—A=+—8 : &%67,553,0007T)
Z29B%(ZEENFE+_A=+—H:
9500) ez B A L EE AR — R B A 71
BE—RITEEZHER -

(2)) N&EE# M Tian An Land (Shanghai) Limited

([Tian An Land]) BR E{B % ¥ 292,754,000
T(ZEEWE+-_A=+—H : B
482,716,0007T (E51])) 2 100% (ZZ =Y
FE+=-A=1+—H : 100%) X EAK
NRVERIBITEE 2  Tan An Land
Z—HWBARSABEEMBESK
221,842,000t (ZEEMNF+=—A=+—
A : B#264,631,0007T) 2 FE W KRR
T {E 78 ¥ 375,000,0007T (ZZZPOE+—
A=+—8 : #&#%320,000,0007T) 2 &%&
MEERZNBLRRERBITEEZE
e

(R) AREEBRITFREES86992,0005T (=

TETZWMF+_F=+—H B
75,647,0007T) RBETHBARRE 2
HERDE FRBYE TEWER
BEYEREES R AAB1344,871,000
T(ZCEZEWE+-—A=+—8 : B
270,195,0007T) - #&#£826,148,0007T (=
TETWMF+_F=+—H B
642,027,0007T) ~ & 156,862,0007T (=
TTWMFEF A=+ B EH®
107,545,0007T) &% 784,171,0007T (=
TEEZMFE+-_F=F+—H : B
318,770,0007T) 45 iR1TIE A7 R B ER IR
TEEZER -
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19. PLEDGED ASSETS

At 30th June, 2005,

@

(b)

©

The Group's 54.7% (31st December, 2004: 54.7%) interest in
Shanghai Allied Cement Limited (“SAC") with consolidated net
assets of HK$142,206,000 (31st December, 2004: HK$150,579,000)
was pledged against a bank overdraft facility granted to the Group.
SAC's 95% (31st December, 2004: 95%) interest in Shandong
Allied Wangchao Cement Limited with net assets of HK$65,526,000
(31st December, 2004: HK$67,553,000) was also pledged against
another banking facility granted to a subsidiary of SAC.

The Group's 100% (31st December, 2004: 100%) interest in Tian
An Land (Shanghai) Limited (“Tian An Land") with carrying value of
HK$292,754,000 (31st December, 2004: HK$482,716,000 (as
restated)) was pledged against a banking facility granted to the
Company. Properties for sale and investment properties held by a
subsidiary of Tian An Land with carrying values of HK$221,842,000
(31st December, 2004: HK$264,631,000) and HK$375,000,000
(31st December, 2004: HK$320,000,000) respectively were pledged
against a banking facility granted to that subsidiary.

Bank deposits, properties for development, properties under
development, properties for sale and investment properties of
certain subsidiaries with carrying values of HK$86,992,000 (31st
December, 2004: HK$75,647,000), HK$344,871,000 (31st
December, 2004: HK$270,195,000), HK$826,148,000 (31st
December, 2004: HK$642,027,000), HK$156,862,000 (31st
December, 2004: HK$107,545,000) and HK$784,171,000 (31st
December, 2004: HK$318,770,000) respectively were pledged to
banks for banking facilities granted to the Group.
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19. EEERA (&)

(T) AEEBEmED B A% % 2,890,0007T
(ZEZNMF+ZA=+—RH : &%
6,551,0007T,) K A& [ {8 7 % 129,280,000
T(ZEZME+_A=+—0: B%
122,675,0007T) 2 R ME R ERESY)
¥EREMBRZER o

(X)) REEREEESBIERE43,197,0007T (=
EZNME+-_F=+—0:BE
43,197,0007T) K& #52,119,0007t (=ZF
TOFE+=-A=+—8 : &#50,929,000
T ZFERMERERTMEERES
ERERZER  ZEMNEREHEE -
1B R -
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19. PLEDGED ASSETS (continued)

(d)

©)

®

Properties for development and properties under development with
carrying values of HK$2,890,000 (31st December, 2004:
HK$6,551,000) and HK$129,280,000 (31st December, 2004:
HK$122,675,000) respectively were pledged against other loans.

Pledges of properties for development and properties under
development with carrying values of HK$43,197,000 (31st December,
2004: HK$43,197,000) and HK$52,119,000 (31st December,
2004: HK$50,929,000) respectively against a trade payable which
has been settled, have not been released.

Certain assets of the Group are under the custody of courts as
described in note 18(d), (e), and (i).

At 31st December, 2004, investment properties with a carrying value of
HK$205,626,000 were pledged to a bank for a banking facility granted to
a trade creditor.

20. RELATED PARTY TRANSACTIONS AND BALANCES

During the six months ended 30th June, 2005,

(@

(b)

©

The Group has disposed of its entire interest in a subsidiary to a
subsidiary of Sun Hung Kai & Co. Limited (“SHK"), a substantial
shareholder of the Company, for a cash consideration of approximately
HK$38,478,000.

The Group has entered into a loan agreement with a subsidiary of
SHK, pursuant to which a revolving credit facility up to
HK$100,000,000 was made available to the Group for a term of 36
months from 2nd March, 2005. Such revolving credit facility is
unsecured and carries interest at a rate of prime rate plus 1% per
annum.

The Group acquired from two minority shareholders their 40%
interest in a subsidiary, as described in note 6.
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20. *ﬁ B = A T 2R 5K 20. RELATED PARTY TRANSACTIONS AND BALANCES
EER () (continued)
(T) AEESRAMBARZ—f4L#E (d) The Group entered into a disposal agreement with a minority shareholder of the
BERFHEREER —HHRE subsidiaries in relation to the disposal of the Group's entire 51% interest in a
ZEH AT 228510 5] 3 jointly controlled entity and two acquisition agreements with the same minority
—EHERE  TRKEZD shareholder in relation to the acquisitions of the additional interests in two
AR R 5 5l Bt W B A R B subsidiaries respectively, as described in note 15.
A7 FESME S TR S M IB UL
% - FERMEEI5.
(k) AEBEREMEATZEME (e) The Group had other material transactions and balances with related parties as
ARG REEHOT follows:
(RRERX)
(Unaudited)
BEXA=tHLXMEA
Six months ended 30th June,
—EEHFE —ZTTOF
2005 2004
BT BT T
HK3'000 HK§000
() & (1) SHK
—HERNE — Interest on promissory notes - 2,831
EREEF L — Interest on loan note 967 972
— H A EFHFE — Interest on other loan 363 -
(i) FBEZERRE (i) Controlling shareholders of SHK (and which
(RARBEHRAZES) has common directors with the Company)
—BfEe  VEEBR — Rent, property management and
THE A air-conditioning fees paid 1,069 717
—HERNE — Interest on promissory notes - 208
iy LPERE (iii) Minority shareholders
—KEEERBHZER — Rental expenses for cement production facilities 1,835 2,390
(iv) "AR— (B IEH ﬁ =5 (iv) A company of which an independent non-executive
RESIERHEZR director of the Company is a partner
—FEREEXEA — Legal and professional fee 1,922 703
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20. RELATED PARTY TRANSACTIONS AND BALANCES

EER () (continued)
(RRER) (B &%)
(Unaudited) (Audited)
—EEREF —ETNF
AA=+H +ZA=+—H
30th June,  31st December,
2005 2004
BT T BT T
HK$'000 HK$'000
(v) FmBE (v) SHK
—HRENERERE — Outstanding loan note payable 78,000 78,000
—HtENER — Other loan payable,
FRKEE20(2) as detailed in note 20(b) 48,000 -
—ENEe — Amounts payable 2,463 617
(i) FREZIERERR (vi) Controlling shareholders of SHK
— BN &8 — Amounts payable 810 1,709

(i) ANEEZHEBZESAF
— HRZEHARHEBITHE T
REEZRITEEEDY
ER
——EHAEHARKERE
MEHKBT  ERET
REBZRITEESE
28,300,000 (ZZEF 04
+=—A=+—8":
7 47,200,0007T)
i i
i) EZEEEH M
— ¥ REHMEH
BITRA
—RIKEFE R

iR BB RR T EE ZIEHRRTSL

(vii) Jointly controlled entities of the Group
— Guarantees provided by jointly controlled
entities to banks for banking facilities
granted to the Group 27,358 27,358
— Pledge of investment properties by a
jointly controlled entity to banks for
banking facilities amounting to
HK$28.3 million
(31st December, 2004:
HK$47.2 million)
granted to the Group 60,665 60,217
(vii) Key management personnel compensation
— Salaries and other short-term
employee benefits 2,753 3,302
— Retirement benefits costs 113 144

The above transactions have been entered into on terms agreed by the parties

concerned.
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INTERIM DIVIDEND

The Directors consider that it is prudent to retain an appropriate level of
funds to take advantage of business opportunities as and when they arise,
and therefore do not intend to declare an interim dividend (2004: nil).

MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS

The Group's net profit attributable to shareholders for the period under
review was HK$82,997,000 (2004: HK$77,840,000 (restated)), representing
a 6.6% increase over the previous period. The decrease in turnover to
HK$418,296,000 (2004: HK$887,221,000), representing a decrease of
530%, was mainly due to the reduced sales of properties of the
subsidiaries in this period as a result of the strategical retention of part of
commercial and office properties for rental purpose, as well as the
decreased completion of properties. The increase of net profit attributable
to shareholders for the period was the result of contribution from jointly
controlled entities and increase or gain in fair values of investment
properties. Earnings per share was HK9.5 cents (2004: HK9.9 cents
(restated)), representing a decrease of 4% compared to the corresponding
period of last year.

Property Development and Investment

During the period under review, total sales attributable to the Group of
56,000m? GFA from residential/commercial properties were recorded
(2004: 120,100m?), whereas 309,300m? GFA were under construction
(2004: 438,800m?) and 53,700m? GFA residential/commercial properties
were completed (2004: 90,550m?). The segment result for property
development was HK$41,454,000 (2004: HK$128,905,000), representing
a decrease of 68%. Properties sold in the PRC such as Shanghai Tian An
Centre, Wuxi Redhill Peninsula (Phase 3), Changzhou Tian An Villa
(Phase 1), Shenzhen Tian An New Technology Plaza (Phase 2) and
Nantong Tian An Garden (Phase 2) contributed significantly to the Group
during the period. The Group has also retained certain portion of
commercial and office properties such as Shanghai Tian An Centre and
Dalian Tian An International Tower for rental purpose so as to increase the
rental income for this period and the future. The Group currently has a
landbank for projects of approximately 5.27 million m? (GFA attributable to
the Group is approximately 3.63 million m?). The Group will continue to
monitor overall developments and suitably add to its landbank when
conditions are right.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

RESULTS (continued)
Sale of Construction Materials

The segment result for sale of construction materials brought loss to the
Group of HK$12,044,000 (2004: Profit of HK$32,212,000).

The main factors causing loss for the period included the continuous
decline in cement prices and that prices of domestic raw materials and
coal remained at a high level in the first half of 2005.

FINANCIAL POSITION
Liquidity and Financing

As at 30th June, 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$438 million,
providing sufficient working capital for the daily operations of the Group.

As at 30th June, 2005, the total borrowings of the Group amounted to
approximately HK$2,509 million (31st December, 2004: HK$2,519
million), including current liabilities and non-current liabilities of HK$1,720
million (31st December, 2004: HK$1,842 million) and HK$789 million
(31st December, 2004: HK$677 million) respectively. The gearing ratio
(net debt over shareholders’ equity) of the Group was around 46% (31st
December, 2004: 45%). The borrowings were used to finance mainly the
landbank and properties under construction.

Approximately 79% 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 PRC banks in Renminbi which
will be repaid in the same currency. At the same time, bank borrowings in
Hong Kong dollar have increased so as to lower the interest. Around 65%
of the Group's bank borrowings bear interest at fixed rates while the
remaining is at floating rates.

ZETRFEFHWSE | Interim Report 2005



40 .iZEEF' REBRDF

Tian An China Investments Company Limited

EERARR S W ()

BB ()
BRI

RZZEZERFANA=1TH  AEER—RHKE
AF (BREEAB K 142,206,0000T) 2 HEHE
BRTFIRT  UEAEERBRITELZEE
MZzMBATRAER —BHNBAR (REER
75 65,526,0007T) 2 #Em IR E IR T HRIT - A
BEAEBINES —RITEE - AEBR M
B 7 (BRE{E A E%292,754,0007T) 2 # 5
BEEFRT  WEAQBBERITEE M
ZHMBARHERECFLEMERIKREDE
SR E(E D Bl A8 #221,842,0007T & i
375,000,0007C 2 T iR1T - AEAREEHRIF
RITIEE - BHh - B#86,992,0007T 2 R1T1F
o BREAAED BB 1,555,367,0007T &8
#784,171,0007 2 E R RIFE Y E DR
THRIT - WEREER—E S EEATSHAM
BERREITEE - EEERMNFIBC HNEH
ISR EMFE19

REEE
R-ZEZRFEXA=Z1+H AEERETFHER
PN B AR —RBRAAERE YR
MBASEE I ERAE s ER CRITHE
2R AB B RTTIR #4975 % 66,038,0007T * &
#28,302,0007T & 7 13,016,0007T 2 #E 1R ©
SRMMEERER ZIZBERARITIRE L
P5#£370,992,0007T 2 R - AEEIRE 2B
BERIIERITER - WIRIE— B ZEERMIE
e MAEBEEEKHER R ZBEAE il
B BB 125,264,00070 K FE(5 L RHEHIQ
A2 38 TR E R A BB’ 75,028,000 °
BTHEB AR REREH QR REUERZITE
Sz BaESREN BIXAB%230,230,000
JC X & #514,000,0007 © AEBE N ERE#E
TAHMENERREEERE  RABRBIHIATE
ERHE M REE A 2 BF - NER ZEHEINE
- HBBENFBEH AP RENE
18 °

e

Bl

ZETRFFREME | Interim Report 2005

MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

FINANCIAL POSITION (continued)
Pledge on Assets

As at 30th June, 2005, the Group's interest in a subsidiary with carrying
values of HK$142,206,000 was pledged against bank overdraft facilities
granted to the Group and interest in a subsidiary with carrying value of
HK$65,526,000 held by that subsidiary was pledged against another
banking facility granted to the Group. The Group's interest in a subsidiary
with a carrying value of HK$292,754,000 was pledged against a banking
facility granted to the Company and properties for sale and investment
properties indirectly held by that subsidiary with carrying values of
HK$221,842,000 and HK$375,000,000 respectively were pledged against
a banking facility granted to the Group. Additionally, bank deposits of
HK$86,992,000, aggregate carrying values of development properties and
investment properties of approximately HK$1,555,367,000 and
HK$784,171,000 respectively, were pledged for other loans, banking
facilities granted to the Group and a trade creditor. Details of the pledge on
assets are set out in note 19 to the condensed financial statements.

Contingent Liabilities

As at 30th June, 2005, guarantees given to banks by the Group in respect
of banking facilities granted to jointly controlled entities, third parties and a
vendor of land use rights to a property development subsidiary were
approximately HK$66,038,000, HK$28,302,000 and HK$13,016,000
respectively. Guarantees given to banks in respect of mortgage loans
granted to property purchasers amounted to approximately
HK$370,992,000. 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$125,264,000 and the share of contingent
land appreciation tax of jointly controlled entities amounted to approximately
HK$75,028,000. Legal actions were taken against certain subsidiaries and
jointly controlled entity resulting in possible contingent liabilities of
approximately HK$230,230,000 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 are set out in note 18 to the condensed financial statements.



ARZFEREBRQF A7
®

Tian An China Investments Company Limited

EERARR S W ()

==
R-ZBZ2RFRA=1+H T&EE(BEEMH
BARR - BETEEREARRARZESAQR)

BA2780%ET ROEBAZETIEZRY
75 #39,988,0007T ° AN 5 B AR 37 A ) [ £
MHHEE - WiklE 8 RIVEWF© RICLLIER -

B T DR T R
E=

B B R

SEFEFRREERLBEE RIS H-FE
WERBHY - -FHEMSEIE  L¥F2H
EmEFEHEEER ERI01% - BRFBEE
PEZBRBALEE  BEBEXEERE
M E  BREEBIMEER  ATAH
FRHFIXER_FER S EIREEI DU
20% W EAFBE -  EEMRED X7
BRI TR - BN A — BBEIE
EEEHR Lt IgER - |SEBEHEE -
FALERATEHEERR LA AMER
BANENZ HEBREHBEZAR—EFTEN
BRINERFHENET  ITTEYNE  MEHE
MHBEZEE - FEPEERERERRE
AEMEREARS Bt ARG HRER
MBS BEMBHNRIEROEZER
B KEFASEBMEEKILOIFE TR - &
B EEARBE000TIALMEEKZESR
TBE50% T AR MR RIIFE L AR
(FEBMOCHTEEEAFNERETSHA
RN o [MBIEBRSE - ERE (B LS -
AT RTIER) REFRTIHMNEEERIECELR
KRR GYHREHMEMSHNEEESHEE
MELG -

MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

EMPLOYEES

As at 30th June, 2005, the Group, including its subsidiaries but excluding
associates and jointly controlled entities, employed 2,780 persons. The
staff costs for the period under review amounted to approximately
HK$39,988,000. The Group ensures that the remuneration packages for
employees are competitive and employees are rewarded on performance
related basis including salary and bonus.

BRIEF ANALYSIS OF ECONOMIC ENVIRONMENT AND
THE KEY RESPONSIVE MEASURES IN OPERATIONS

PRC's Overall Economy

In the first half of the year, China’s gross domestic product (“GDP") grew
by 9.5%, which was about the same as the corresponding period of 2004.
In the real estate market, the average price of the commodity property
nationwide has increased by 10.1%. The government continued to
introduce various policies of macro-economic adjustments, which included
that “sales tax calculated on sales amount was imposed on residential
property sold within two years of acquisition. On 10th July, relevant
authorities reiterated that second-hand transactions were subject to
personal income tax of 20% on the value-added portion. The Shanghai
Tax Bureau also implemented tax policies against villas, requiring land
appreciation tax to be paid on property of this kind with effect from 1st
June”. Superficially, the purpose of these policies is to control the excessive
speed in price rise. In fact, they were meant to restrict those domestic and
foreign residents currently owning more than one property so as to
combat speculation in the property market and thus cool down the real
estate market. The measures marked an end to the five-year long surge of
the China Real Estate Index of Shanghai. Price is expected to return to a
reasonable level in future. Furthermore, the transaction structure was also
changing with the proportion of large and high price residential properties
deals dropping significantly. In May, the number of transactions for
residential properties of unit price over RMB9,000 reduced by 50%.
Recently, Mr. Liu Zhifeng, Vice Minister of Ministry of Construction said:
"The PRC government will not again push forward new regulatory
measures in the real estate market in the short-term”. According to relevant
statistics, the investment and economic growth rates have remarkably
slowed down in Eastern China (including Shanghai, Zhejiang and Jiangsu)
and Guangdong recently, the impacts of which on the real estate market
are worth noting and alert.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BRIEF ANALYSIS OF ECONOMIC ENVIRONMENT AND
THE KEY RESPONSIVE MEASURES IN OPERATIONS
(continued)

Banking Facilities

For the first six months in this year, M2 amounted to RMB27,600 billion,
representing a 15.7% year-on-year growth, while M1 amounted to
RMB9,900 billion, representing a 11.3% year-on-year growth. Both figures
showed that currency supply was relatively tight in the first half of the year.
It is generally expected that the central bank will aptly increase the money
supply in the latter half of the year to prevent deflation.

Market Performance

Eastern China has been more affected by the macro-economic adjustments
than Northern China and Southern China, as evidenced by the property
price changes in Shanghai, Beijing and Shenzhen. In March, prices of
residential properties in Shanghai rose by 2.5% as compared to February
and then steadily dropped every month, with a decline of 1.2% in June. In
Beijing, prices continued to rise for the first five months but decreased by
3.3% in June as compared to May. In Shenzhen, the upward trend was
more obvious from January to May, but the average prices of residential
properties dropped by 2.19% in June as compared with those of May. As
indicated from the above, Shanghai was affected by the macro-economic
adjustments and experienced price drop earlier than the other two cities.
In June, the average selling prices of the residential properties in all three
cities were lower than in May. In future, the number of large residential
units to be available for marketing by the Group on the projects in Eastern
China will be reduced, and the supply of villas will also be mainly small
ones. We will analyse and keep track of further subsequent impacts and
adjust the operation and development strategy on a timely basis.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BRIEF ANALYSIS OF ECONOMIC ENVIRONMENT AND
THE KEY RESPONSIVE MEASURES IN OPERATIONS
(continued)

Project Development

Eastern China is still the investment focus of the Group. The 5th to 21st
floors of Shanghai Tian An Centre, a Grade A office building situated at
Nanjing Road West, were all sold; the 1st to 4th floors and the Food Court
(Z= &) situated on ground floor are for rental and nearly all units have
been rented out and generating substantial rental income. In particular, the
prestigious stance of the building has been enhanced with many of the
"Top 500 Enterprises in the World" (t 5 5003& 7 %) moving in. The
22nd to 29th floors are for sale or rental purpose. A number of the
Group's departments and offices in Eastern China will be relocated to the
30th floor of the building in the latter half of the year. Nantong Tian An
Garden (Phase 2), Wuxi Redhill Peninsula (Phase 3), Changzhou New City
Garden (Phase 4) continued to bring significant contributions to the
Group. Changzhou Tian An Villa has become a new profit centre of the
Group and performed very well in the first half of the year. The New
Technology Plaza (Phase 2) in Shenzhen Tian An Cyber Park was also one
of the most important profit centres of the Group in the first half. Dalian
Tian An Seaview Garden (Phase 3) was put onto the market on 18th June
and received good response. Beijing Park Apartments (formerly known as
Fu Hua Building) located at Chaoyanggongyuan Road West, Beijing
performed satisfactorily in the first half of the year and the construction is
to be completed in the latter half of the year. The construction of Shanghai
Tian An Villa (Phase 2) and Guangzhou Panyu Hi-Tech Ecological Park
(Phase 2) has commenced and will be marketed for sale in the latter half
of the year. Shanghai Park Apartments (formerly known as Tian An Yang
Ming Resort) have been approved by the government. Construction is
expected to commence in the latter half of the year and be completed
next year.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BRIEF ANALYSIS OF ECONOMIC ENVIRONMENT AND
THE KEY RESPONSIVE MEASURES IN OPERATIONS
(continued)

Operation Highlights

During the period, the Group continued our strategy as follows: rationalise
incentives, streamline procedures, cutting expenses while seeking new
revenues, innovate boldly, deploy idle assets, and strengthen supervision.
The Group also stressed on strengthening training to its staff for the
establishment of the brand name and public relations by implementing
strategies of market oriented brand-building and public relationship. At the
same time, appropriate brand name promotion was made through the
media at the time Beijing Park Apartments were put onto the market and
when the Group was accredited by “New Real Estate” (71 &) as one of
the top ten enterprises with the largest development potential in China. In
the public relations aspect, personnel have been appointed to be
responsible for handling the relationship with governmental departments
and customers, and certain results have been achieved helping the Group
to create a better operational environment, which is considered to be
favourable in increasing the overall efficiency of the Group.

OUTLOOK

This series of macro-economic adjustments is beneficial to the middle and
long term healthy development of the economy. The falling of the property
price in the past few months in places like Shanghai is not altogether bad.
Indications suggest that the economic growth in the PRC has started to
slow down in the second half. Real estate prices and rate of economic
growth are closely linked. According to analysis, rates of investments to real
estate are generally higher than changes in PRC's GDP. Therefore, property
prices may continue the falling trend in the short term. Nevertheless, as
quadrupling the total economic outputs compared to 2000 in 2020 has
been the established target, the economic prospect is still bullish. At the
same time, the pace of urbanisation is proceeding steadily. From the
medium to long term perspective, property prices may regain a reasonably
rising momentum, which means that the return on investment is still
expected to increase. The Group will closely monitor the recent impacts of
policies on property prices and the differences between different regions.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

OUTLOOK (continued)

With regard to specific operation strategy, the Group will increasingly focus
on sales strategy to achieve better returns. Property design will be targeted
to self-owned high-end customers group. For construction management,
the Group's construction department will focus on the design, construction
and quality control of each project. The Group will make use of its
advantages and request unified tender to have more competitive pricing
for some key construction materials and mechanical equipments. For
construction bidding, only A Grade and outstanding construction teams will
be considered. With regard to brand name building, the Group will
dedicate to enhance all its staff the brand name recognition, improve
quality management as well as make the necessary brand name
promotion such that the “Tian An" brand name will become the symbol of
credit, high quality, high-end and human-based.

We would like to take this opportunity to extend our sincere gratitude to all
shareholders and customers for their support to the Group, and all our
colleagues for their efforts and hard work.

OTHER INFORMATION

Financial assistance to affiliated companies

In accordance with Rule 13.16 of the Listing Rules, the Company sets out
in details the aggregate financial assistance and guarantees to affiliated
companies, as at 30th June, 2005, which exceed 8% of the market
capitalisation of the Company. The market capitalisation of the Company
as at 30th June, 2005 amounted to approximately HK$1,755,317,000
based on the total number of 875,469,918 shares of the Company in
issue as at 30th June, 2005 and the average closing price of HK$2.005 for
the five business days immediately preceding the aforesaid date.
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OTHER INFORMATION (continued)

AKATFFEN
ERZzBEDL
Percentage of
attributable interest

MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Financial assistance to affiliated companies (continued)

R-ZBRF
RA=1+H

ZHBEBRER
Financial assistance
and guarantees as at

Name of affiliated companies held by the Company 30th June, 2005

B FT

HK$'000
RINRLZYEERBR AT 50% 1,509 (Kfat1)
(Note 1)
RERZKEEBRDA 55% 38,607 (Kfat1)
Wuhan Tian An Hotel Co., Ltd. (Note 1)
RINEERLZYEBRRF 50% 17341 (ff&F2)
Shenzhen ITC Tian An Co., Ltd. (Note 2)
FMRZEHEREARAA ([EMRE]) 51% 10,439 (K173)
Changzhou Tianan Real Estate Development Co., Ltd. (“Changzhou Tianan") (Note 3)
RIRLEBHAER DA 50% 28,906 (Kfit2)
Shenzhen Tian An Cyberpark Co,, Ltd. (Note 2)
FERBERMEZRERAR ([HK]) NER (KiF4) 56,605 (Hii5)
Shanghai Min Hoong Real Estate Development Co., Ltd. (“Min Hoong") N/A (Note 4) (Note 5)
LBFBMERNERRLDA 50% 60,509 (M7 1)
Shanghai New Union Building Co., Ltd. (Note 1)
EEZERARANA 48.82% 39 (HteE1)
Jack Rock Development Limited (Note 1)
Consco Investment Company Limited 31.25% 2,026 (ffat1)
(Note 1)
ZRRERRRAF 30% 13,320 (fifat1)
Ensen Investment Limited (Note 1)
CBIHBRRARAA 39.37% 3,232 (ffet1)
CBI Lakeside Development Limited (Note 1)
ZHEEFARAF 30% 4,015 (ffit1)
Bonson Properties Limited (Note 1)
HEREARAF 30% 5736 (Kfzt1)
Hinloon Investments Limited (Note 1)
ERREARAT 48.63% 1961 (fifat1)
Global Smart Investment Limited (Note 1)

e
Total: 244,245
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

OTHER INFORMATION (continued)

Financial assistance to affiliated companies (continued)
Notes:

1. These advances are unsecured, non-interest bearing and have no fixed term of
repayment.

2. These amounts represent dividend receivable.

3. This amount represents (i) advance by a subsidiary of the Company of
approximately HK$1,005,000 which is unsecured, non-interest bearing and
has no fixed term of repayment; and (ii) guarantee of RMB10,000,000
(equivalent to approximately HK$9,434,000) given by a subsidiary of the
Company to secure the loan facilities granted to Changzhou Tianan, of which
the entire amount of the facility has been utilized by Changzhou Tianan.

4. The Group is entitled to 60% of the profit share in certain phases of the
development properties of Min Hoong.

5. This amount represents (i) advance by a subsidiary of the Company of
approximately HK$1,000 which is unsecured, non-interest bearing and has no
fixed term of repayment; and (i) guarantee of RMB60,000,000 (equivalent to
approximately HK$56,604,000) given by a subsidiary of the Company to
secure the loan facilities granted to Min Hoong, of which the entire amount of
the facility has been utilized by Min Hoong.

Save as disclosed above, there are no other financial assistance and/or

guarantees given by the Company (or any of its subsidiaries) to its
affiliated companies as at 30th June, 2005.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

OTHER INFORMATION (continued)
Financial assistance to affiliated companies (continued)

In accordance with Rule 13.22 of the Listing Rules, the following is a
summary of unaudited combined balance sheet of the above affiliated
companies prepared from their financial statements as at 30th June, 2005
and adjusted, where appropriate, to conform with the Group's accounting
policies and to reflect the fair value adjustments upon acquisition of these
affiliated companies.

BT T

HK$'000

EREEE Non-current assets 3,754,204

MENEE Current assets 863,561
mEAE Current liabilities (974,471)
FERBEE Non-current liabilities (1,094,805)

FEE Net assets 2,548,489

REBELFEE Net assets attributable to the Group 1,188,679
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EEED DIRECTORS’ INTERESTS

BRTNATHESEN  RZEERFAA=ZFTH " Save as disclosed below, as at 30th June, 2005, none of the Directors or
RIEEH R EE D ([FHREEED]) £352 chief executives of the Company has any interests or short positions in the
IRATHEZELMATREE « SRR BT shares, underlying shares and debentures of the Company or any of its
ABFETEFZHNFESTR([FEFA) associated corporations (within the meaning of Part XV of the Securities
BARRR R BEBERNBRITEA and Futures Ordinance (“SFO")) as recorded in the register required to be
ERARRAHEEMAEEZE (EEREHFR kept under section 352 of the SFO; or as otherwise notified to the
HEROIEXVED) 2 kfp - BRIRGD REEE Company and the Stock Exchange pursuant to the Model Code for

FHEEERIUKE Securities Transactions by Directors of Listed Issuers (the “Model Code"):
(@ & (@) The Company
BEEROK He 1T
HERG<#E BRAEZzBDH
= ERtE Number of shares and Percentage to the
Name of Director Nature of interests underlying shares held issued share capital
5 (EPN 52,125 0.00%
Ma Sun Personal (#tit)
(Note)
Wiet - BEREEERBERFHAMES 2 - Note: The interests held by Mr. Ma Sun as beneficial owner are all interests in
2EBRMER - shares.
(b) HEEE — EBEESKIE  (b) Associated Corporation — Shanghai Allied Cement
o ERAT ([ LEEKED Limited (“SAC")
BEEROK He 1T
HERG2HE BREZBDH
= Rt E Number of shares and Percentage to the
Name of Directors Nature of interests underlying shares held issued share capital
BEE & A 4,000,000 0.54%
Ng Qing Hai Personal (Mtat1)
(Note 1)
5 (EPN 100,000 0.01%
Ma Sun Personal (Btat2)
(Note 2)
FEM EPN 600,000 0.08%
Li Chi Kong Personal (Ht7t3)
(Note 3)

“ETRFEHRHRE | Interim Report 2005
p



SANpY ] AT
50 AZHFBEREBRA

Tian An China Investments Company Limited

EFES (/)

CEX

1. HEBSLEERERIEAMAES s
EEEREZ AR ES

2. mMEBREEERER
TERMER

SR B ATHRA 2
3. MESMEEEREREAMAES 2
EEEREZ AR ES

4. ARARESER EBORERE 2 #a
TX[#MtE] —&h -

SN

P2 HERERITFE -NR_ZTHFRA

=+A8 - BEF %&Bﬁfﬂm%%z{% T

rzz_\fuaﬂ:ﬁ'ﬁﬁﬁ /)\)E' naﬁ

AR 12

(@ &
ARdlzBRE(RED R —NANEFE—
A+t HBEAR R NERETE -
REBE_ZEZTRFNA=Z+HIEXNEA

W BRI AR B 2 B R IR
EEERE R-ZFZRF-—A—AK
ZETRFERNA=TRAIREEFBRE
HARITE -

(b) LEEKIE

BAKER-_ZZ_FAA_+=B5A
sp7J</)E&EEHWJ§ Alz28E (B
REZERER) - ROBRESS ([ LB

KEFHEI) o

ZETRFFREME | Interim Report 2005

DIRECTORS’ INTERESTS (continued)

Notes:

1.

The interests held by Mr. Ng Qing Hai as beneficial owner are all interests in
underlying shares relating to share options.

The interests held by Mr. Ma Sun as beneficial owner are all interests in
shares.

The interests held by Mr. Li Chi Kong as beneficial owner are all interests in
underlying shares relating to share options.

The interests of the Directors of the Company in the share options of SAC are
detailed in the section “Share Options” as disclosed below.

All the interests stated above represent long positions. As at 30th June,
2005, no short positions were recorded in the register required to be kept
under section 352 of the SFO.

SHARE OPTIONS

@)

(b)

The Company

The Company's share option scheme was adopted pursuant to a
resolution passed by the shareholders of the Company (the
“Shareholders”) on 27th January, 1999. No share option was
granted under the share option scheme of the Company during the
six months ended 30th June, 2005, nor was there any share option
outstanding as at 1st January, 2005 and 30th June, 2005.

SAC

The share option scheme of SAC (the “SAC Scheme") was adopted
on 23rd May, 2002 for the participants (including directors and
consultants) of SAC and any of its subsidiaries.
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SHARE OPTIONS (continued)

(b) SAC (continued)

R FBOCRHERERNR TR F Details of the share options granted under the SAC Scheme and the
NRA=+RMRTEZBREFIEHT outstanding options as at 30th June, 2005 are as follows:
wmr
BREHE
Number of share options
R-BZLF R-BZLF
—-A—-H ~A=TH
fef R AT 8 fef R AT 8
Outstanding ~ HIRRH HR%&M  Outstanding
T BROKEE as at Granted Lapsed as at
R AH Exercisable Exercise price  1st January, during during  30th June,
Date of grant period per share 2005  theperiod  the period 2005
B
HKS
XARES
Directors of the Company
N —2%= —FEMEF 070 4,000,000 - - 4000000
+tAZ+NB —AZ+NH
E-T-=F
tA=Z++tH
Ng Qing Hai 28th July, 2003 28th January, 2004
to 27th July, 2013
FEM —E%= —FTENE 0.70 600,000 - - 600,000
+tAZ+NB —AZ+N\H
E-FT-=%
tAZt++RH
Li Chi Kong 28th July, 2003 28th January, 2004
to 27th July, 2013
tBKRES —E%= —TENE 070  17100,000 - 150000 16,950,000
tAZ+NB —RZ+/\H
E-T-=F
tAZt++AH
Employees of SAC 28th July, 2003 28th January, 2004
to 27th July, 2013
@t
Total 21,700,000 - 150,000 21,550,000

REBESA - SERE EBAOREIRE
1

AR AE -

No share options were granted, exercised or cancelled under the SAC
Scheme during the period under review.
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FEBRER INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND
Hth ATz OTHER PERSONS
RIEEZF KBGO EIZ6EMARTFZERL Set out below are the interests or short positions of persons in the shares

MersEl RZZBZERFARA=TH HEARQ or underlying shares of the Company as at 30th June, 2005 as recorded in
AR IBERD 2 ERIRE Z ALIIR the register required to be kept under section 336 of the SFO:
W

FEROKREERD 2HE
Number of shares and underlying shares held
EEER
BAER (ZHDF EaEE
(B&EBH) HAEZER) HE8T
Personal Corporate BREZED L
Interests Interests Percentage of
(held as (interest of total interests
BREREHE beneficial controlled A to the issued
Name of Shareholders owner) corporation) Total Interests share capital
HBEERDA ([FBE]) 356,570,563 68,940,040 425,510,603 48.60%
Sun Hung Kai & Co. Limited (“SHK") (Kia1)
(Note 1)
petE (BE)BERQA ([HARE]) - 425,510,603 425,510,603 48.60%
Allied Properties (H.K.) Limited ("APL") (K7:2) (H¥73)
(Note 2) (Note 3)
pesEARLR ([HAKE]) - 425,510,603 425,510,603 48.60%
Allied Group Limited ("AGL") (KiiE4) (H¥73)
(Note 4) (Note 3)
Lee and Lee Trust (“LL Trust") - 425,510,603 425,510,603 48.60%
(Haz5) (B1i3)
(Note 5) (Note 3)
Wachovia Corporation - 78,800,000 78,800,000 9.00%
(Hzze)
(Note 6)
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND
OTHER PERSONS (continued)

Notes:

1.

The interests include the holding of (i) 31,398,050 shares held by Sun Hung
Kai International Limited, an indirect wholly owned subsidiary of SHK; and (ii)
37,541,990 shares held by Sun Hung Kai Securities Capital Markets Limited,
also an indirect wholly owned subsidiary of SHK.

Through AP Jade Limited and AP Emerald Limited, direct and indirect wholly
owned subsidiaries of APL respectively, APL owned approximately 74.99%
interest in the issued share capital of SHK and was therefore deemed to
have an interest in the shares in which SHK was interested.

The figure refers to the same interest of SHK in 425,510,603 shares.

AGL owned approximately 74.79% interest in the issued share capital of APL
and was therefore deemed to have an interest in the shares in which APL
was interested.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the trustees
of the LL Trust, being a discretionary trust. They together owned approximately
39.25% interest in the issued share capital of AGL and were therefore
deemed to have an interest in the shares in which AGL was interested.

The interest was 78,800,000 unlisted physically settled warrants of the
Company giving rise to an interest in 78,800,000 underlying shares of the
Company.

All the interests stated above represent long positions. As at 30th June,
2005, no short positions were recorded in the register required to be kept
under section 336 of the SFO.
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CORPORATE GOVERNANCE

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with the applicable code provisions of the
Code on Corporate Governance Practices as set out in Appendix 14 of the
Listing Rules throughout the six months ended 30th June, 2005, except
for the following deviations:

Code Provision A.1.7

This code provision stipulates that there should be a procedure agreed by
the board to enable directors, upon reasonable request, to seek
independent professional advice in appropriate circumstances at the
issuer's expense.

To comply with this code provision, the Board has established in June
2005 a procedure to enable its Directors, in the discharge of their duties,
to seek independent professional advice in appropriate circumstances at a
reasonable cost to be borne by the Company.

Code Provision A.2.1

This code provision stipulates that the roles of chairman and chief
executive officer (“CEO") should be separate and should not be
performed by the same individual. The division of responsibilities between
the chairman and CEO should be clearly established and set out in writing.

The Chairman of the Company is Mr. Patrick Lee Seng Wei who is primarily
responsible for the leadership of the Board, while the functions of a CEO
are performed by the Managing Director, Mr. Ng Qing Hai who is also an
Executive Director of the Company. Their responsibilities are clearly
segregated and have been set out in writing and approved by the Board in
June 2005.
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provisions A.4.1 and A.4.2

Code provision A.4.1 stipulates that non-executive directors should be
appointed for a specific term, subject to re-election, and code provision
A.4.2 stipulates that all directors appointed to fill a casual vacancy should
be subject to election by shareholders at the first general meeting after
their appointment and every director, including those appointed for a
specific term, should be subject to retirement by rotation at least once
every three years.

The Non-Executive Directors of the Company had no fixed term of office
prior to 27th June, 2005, but retired from office on a rotational basis in
accordance with the relevant provisions of the Company’s Articles of
Association. According to the Articles of Association of the Company then
in effect before 12th May, 2005, at each annual general meeting of the
Company, one-third of the Directors for the time being or, if their number
is not three or a multiple of three, then the number nearest one-third,
should retire from office by rotation, provided that no Director holding
office as an executive chairman or as a managing director or as a chief
executive should be subject to retirement by rotation. Further, any Director
appointed to fill a casual vacancy or as an addition to the Board should
hold office only until the next following annual general meeting and would
then be eligible for re-election.

To fully comply with the code provision A.4.1, all Non-Executive Directors
of the Company were appointed for a specific term on 27th June, 2005
which shall continue until 31st December, 2006, but subject to the
relevant provisions of the Articles of Association of the Company or any
other applicable laws whereby the Directors shall vacate or retire from their
office. In addition, to ensure full compliance with the code provision A.4.2,
relevant amendments to the Articles of Association of the Company were
proposed and approved by the Shareholders at the annual general
meeting of the Company held on 12th May, 2005.
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provision A.5.4

This code provision stipulates that the board should establish written
guidelines on no less exacting terms than the Model Code as set out in
Appendix 10 of the Listing Rules for the relevant employees, who are likely
to be in possession of unpublished price sensitive information in relation
to the issuer or its securities, in respect of their dealings in the securities of
the issuer.

To comply with this code provision, the Company adopted in June 2005
the Model Code for securities transactions by certain employees of the
Company or any of its subsidiaries who are considered to be likely in
possession of unpublished price sensitive information in relation to the
Company or its securities.

Code Provisions B.1.1 and B.1.4

Code provision B.1.1 stipulates the establishment of a remuneration
committee with specific written terms of reference as set out in the
provision, and code provision B.1.4 stipulates that the remuneration
committee should make available its terms of reference, explaining its role
and the authority delegated to it by the board.

In June 2005, a remuneration committee (the “Remuneration Committee”)
with specific written terms of reference has been established in order to
comply with code provision B.1.1, but with a deviation from the code
provision of the remuneration committee’s responsibilities to determine
the specific remuneration packages of all executive directors and senior
management of an issuer. The Board considers that the Remuneration
Committee should review (as opposed to determine) and make
recommendations to the Board on the remuneration packages of
Executive Directors only and not senior management for the following
reasons:

(i)  the Board believes that the Remuneration Committee is not properly
in a position to evaluate the performance of senior executives and
that this evaluation process is more effectively carried out by the
Executive Directors;
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provisions B.1.1 and B.1.4 (continued)

(i)  the Remuneration Committee members only consist of Independent
Non-Executive Directors (“INEDs") who may not be industry skilled
and come from differing professions and backgrounds and they are
not involved in the daily operation of the Company. They may have
little direct knowledge of industry practice and standard compensation
packages. The Remuneration Committee is thus not in a position to
properly determine the remuneration of the Executive Directors;

(i) the Executive Directors must be in a position to supervise and
control senior management and thus must be able to control their
compensation; and

(iv) there is no reason for Executive Directors to pay senior management
more than industry standards and thus the Shareholders will benefit
by reducing costs in the fixing of such compensation packages.

The terms of reference of the Remuneration Committee have also been
placed on the Company's website in June 2005 to ensure full compliance
with the code provision B.1.4.

Code Provisions C.3.3 and C.3.4

Code provision C.3.3 stipulates that the terms of reference of the audit
committee should include at least those duties as set out in the provision,
and code provision C.3.4 stipulates that the audit committee should make
available its terms of reference, explaining its role and the authority
delegated to it by the board.

The terms of reference of the audit committee of the Company (the "Audit
Committee”) have been revised in June 2005 to comply with the code
provision C.3.3, but with the deviations from the code provision of the
audit committee’s responsibility to:

(i) implement policy on the engagement of the external auditors to
supply non-audit services;
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provisions C.3.3 and C.3.4 (continued)

(i) ensure that management has discharged its duty to have an
effective internal control system; and

(i) ensure coordination between the internal and external auditors, and
ensure that the internal audit function is adequately resourced and
has appropriate standing within the issuer.

The Board considers that the Audit Committee should recommend (as
opposed to implement) the policy on the engagement of the external
auditors to supply non-audit services for the following reasons:

(i) itis proper, and appropriate for the Board and its Committees to
develop policy and appropriate recommendations;

(i) the proper and appropriate mechanism for implementation of such
policy and recommendations is through the Executive Directors and
management; and

(i) INEDs are not in an effective position to implement policy and
follow up the same on a day-to-day basis.

Further, the Board considers that the Audit Committee only possesses the
effective ability to scrutinize (as opposed to ensure) whether management
has discharged its duty to have an effective internal control system. The
Audit Committee is not equipped to ensure that the same is in place as
this would involve day-to-day supervision and the employment of
permanent experts. The Audit Committee is not in a position either to
ensure coordination between the internal and external auditors but it can
promote the same. Similarly, the Audit Committee cannot ensure that the
internal audit function is adequately resourced but it can check whether it
is adequately resourced.

The revised terms of reference of the Audit Committee have been placed
on the Company's website in June 2005 to ensure full compliance with
the code provision C.3.4.
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provision D.1.2

This code provision stipulates that an issuer should formalise the functions
reserved to the board and those delegated to the management and
should review those arrangements on a periodic basis to ensure that they
remain appropriate to the needs of the issuer.

The respective functions of the Board and management of the Company
have been formalised and set out in writing which was approved by the
Board in June 2005. The Board will review the same once a year.

Code Provision D.2

This code provision stipulates that, where board committees are
established to deal with matters, the board should prescribe sufficiently
clear terms of reference to enable such committees to discharge their
functions properly.

To comply with this code provision, the Board has adopted in June 2005
sufficiently clear terms of reference for all the board committees of the
Company to enable such committees to discharge their functions properly.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 of
the Listing Rules as its code of conduct regarding securities transactions by
the Directors. All Directors have confirmed, following a specific enquiry by
the Company, that they have fully complied with the required standard as
set out in the Model Code throughout the period under review.
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PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s securities during the six months ended
30th June, 2005.

AUDIT COMMITTEE REVIEW

The Audit Committee has reviewed with the management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a general review of the
unaudited interim financial report for the six months ended 30th June,
2005. In carrying out this review, the Audit Committee has relied on a
review conducted by the Group's external auditors in accordance with
Statement of Auditing Standards 700 issued by the HKICPA as well as
obtaining reports from management. The Audit Committee has not
undertaken detailed independent audit checks.

By Order of the Board
Patrick Lee Seng Wei
Chairman

Hong Kong, 31st August, 2005



