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| am pleased to present to you the annual results for 2005.

RESULTS

For the year ended 31st December, 2005, the Group’s net profit
attributable to equity holders was HK$202,540,000 (2004:
HK$183,737,000 (restated)), representing a 10% increase over the
previous year. The decrease in turnover to HK$1,397,100,000 (2004:
HK$1,973,098,000), representing a decrease of 29%, was mainly
due to the reduced sales of properties of the subsidiaries in this year
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
equity holders for the year was the result of contribution from jointly
controlled entities and increase or gain in fair values of investment
properties. Earnings per share was HK23.1 cents (2004: HK23.1 cents
(restated)). The Company has considered the relevant market factors
and has determined to adopt a strategic direction in favour of longer
term higher margin development profits and a stronger recurrent
income rather than concentrating on projects generating short term
returns. The reason for adopting this strategic direction is, inter-alia,
the difficulty in replenishing landbank in major cities.

DIVIDEND

The Board considers that it is prudent to retain an appropriate level
of funds to take advantage of business opportunities as and when
they arise, and therefore resolved not to recommend any final dividend
for the year ended 31st December, 2005 (2004: Nil).

Accordingly, there will be no closure of the Register of Members of
the Company, and the Annual General Meeting will be held on 11th
May, 2006.

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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The Group is principally engaged in the development of high-end
apartments, villas, office buildings and commercial properties, property
investment, manufacture and sale of construction materials, property
management and hotel operation in China.

Property Development and Investment

During the year, the Group recorded sales of total gross floor areas
("GFA") of approximately 138,000 m? (2004: 225,000 m?),
representing a decrease of 39% over 2004. Properties sold in the
PRC consist of Shanghai Tian An Centre, Beijing Park Apartments,
Nantong Tian An Garden (Phase 2), Changzhou New City Garden
(Phase 4), Changzhou Tian An Villa (Phase 1), Wuxi Redhill Peninsula
(Phase 3), Shenzhen Tian An Cyber Park-New Technology Plaza (Phase
2), Guangzhou Panyu Hi-Tech Ecological Park (Phase 2), Dalian Tian
An Seaview Garden (Phase 2B) and Changchun Tian An City One
(Phase 2) etc.

A total GFA of approximately 182,000 m? (2004: 319,000 m?) of
residential/commercial properties was completed, representing a
decrease of 43% over last year. By the end of 2005, a total GFA of
approximately 246,400 m? (2004: 272,000 m?) was under construction,
representing a 10% decrease from the preceding year, including
Nantong Tian An Garden (Phase 3), Changzhou New City Garden
(Phase 5) and Guangzhou Panyu Hi-Tech Ecological Park (Phase 2)
etc.

As a result of the soaring land price in the central business districts in
certain major cities of the PRC, superior properties appear increasingly
valuable, and the price and rent for those properties have gone up
correspondingly. Accordingly, the Group has strategically put some
prime commercial properties on lease instead of sale as originally
planned, therefore, revenues from sales of properties in 2005 dropped
while rental income and fair value surplus of the investment properties
significantly increased. According to the aforesaid strategy, parts of
floor areas of the Grade-A office buildings such as Shanghai Tian An
Centre and Dalian Tian An International Tower have been redesignated
for leasing purpose. Shanghai Tian An Centre is located in the business
ring around People’s Square in Nanjing Road, floors 1 to 4 of the
commercial podium and floors 23 to 29 of the office tower have all
been leased. Most of the tenants are international enterprises and
the overall rental level is on a rising trend. Dalian Tian An International
Tower, which is located in the core business area of Zhongshan Road
with a gross lettable area of approximately 49,900 m?, has already
been offered for lease. It is expected to attract some large companies
as its tenants. Also, some of the superior apartments of Beijing Park
Apartments will also be redesignated for lease instead of for sale.

Tian An China Investments Company Limited X% R E%E AR Q7
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For properties sales, given the consistently rising land prices and
restriction of land supply, the Group adopted a more conservative
policy instead of aiming at sales growth. As a result, contribution
from properties sales declined.

Increase in financing cost is mainly due to the increase in market
interest rates and a relatively small amount of costs were capitalised.

Landbank

The Group currently has a landbank of an aggregate GFA of
approximately 5,248,000 m? (aggregate GFA attributable to the Group
is approximately 3,545,000 m?), located mainly in Shanghai, Shenzhen,
Guangzhou, Nantong, Wuxi, Changzhou, Nanjing, Fuzhou,
Changchun, Dalian, Wuhan, Zhaoging and Jiangmen etc. In 2005,
the Group increased its landbank in Shanghai Tian An Villa (Phases 2
& 3) and Shenzhen Longgang New Cyber Park, and through acquisition
of the other shareholders’ share capital of Changzhou Tian An Villa
and New City Garden. The Group will expand its landbank when and
where appropriate at a reasonable price with reference to the

economic development of China.

Manufacture and Sale of Construction Materials

Cement price exhibited a dip-and-rebound in 2005. The macro-
economic controls dealt a blow to the cement market in the first half
of the year, keeping the cement price at the bottom. The segment
result for sale of construction materials brought loss to the Group of
HK$10,131,000 (2004: profit of HK$33,310,000). The sales volume
of cement and clinker amounted to 1.778 million tonnes, representing
an increase of 22% as compared to the previous year.

The GDP of China for the year 2005 amounted to RMB18 trillion,
representing an increase of 9.9% as compared to the previous year.
Investment in real estate development amounted to RMB1.58 trillion,
representing an increase of 19.8%, which indicated that real estate
development was still one of the most prosperous industries in China.

KPR BEEEER AT Tan An China Investments Company Limited
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As the real estate market in China has been persistently affected by
the macro-economic controls, the housing market in some cities,
especially Shanghai, appeared to be more affected. However, the
housing prices in some cities, such as Beijing, remained unchanged,
while housing prices even climbed up in some other cities, such as
Guangzhou and Shenzhen. The primary targets of the macro-economic
control were actually to suppress real estate speculation by means of
tax measures, to regulate the real estate market with policies, to
increase transaction transparency by laws and regulations and to
contain risks in the capital market with tightened credit. Such moves
are beneficial to the long-term development of the real estate market
in China.

For commercial properties, the office sector in Shanghai continued to
expand. Due to the increasingly strong demand and shortage in supply,
both the selling prices and rents for Grade-A offices have significantly
risen. With the commencement of large-scale infrastructure projects
and booming of global commercial activities in the near future, the
office market is believed to maintain sustainable demand, therefore,
the selling prices and rents for the office buildings will remain at a
relatively high level.

Currently, the GDP and per capita income of the Shanghai-led
economic rim of the Yangtze River Delta, and the outskirt cities and
towns in Jiangsu and Zhejiang provinces, such as Wuxi, Changzhou,
Nantong and Suzhou have been growing rapidly. The disposable
annual per capita income of urban citizens of these cities has reached
RMB15,000, basically meeting the living standard of the middle class.
According to the previous experience on city development, the demand
for houses and from existing homeowners who seek to upgrade their
accommodation should keep rising. Therefore, our residential projects
in those cities have been yielding good results. As land prices in
major cities are moving higher due to supply shortage, the residential
housing market of the secondary, tertiary cities and certain towns
with strong economy will have enormous development potential. As
Tian An entered those cities at a relatively early time, it is expected
that the Group will be able to reap promising returns along with the
market growth.

Tian An China Investments Company Limited X% R E%E AR Q7
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The economy of China experienced continuous growth, with annual
GDP growth rate of over 9% in the recent years. In the year 2005,
the disposable per capita income of urban citizens of China reached
RMB10,000, with a real growth rate of 9.6%. The economically
developed costal cities have benefited from the economic growth,
and the residents are having higher expectations on their living
standard. For example, they are more critical on space, decoration,
tastes as well as environment and layout. Therefore, real estate
developers have to devote their best efforts to attract customers,
which in turn intensify market competition.

The People’s Bank of China is still maintaining a tightening policy
towards the real estate market. On the one hand it imposes tight
credit for developers, and on the other it adopts strict approval
procedures on property buyers so as to crack down on speculation.
The tightening policy can reduce financial sector risks and is
constructive to the long-term and healthy development of the real
estate market and the financial market.

According to the “Eleventh Five-Year Plan”, the economic development
regions which previously consisted of the Pearl River Delta and Yangtze
River Delta will be expanded to cover Bohai Rim Area, North-eastern
Industry Zone and Mid-West Area. The regional economic development
of China will be changed in the future. Tian An will pay close attention
to the market development. Currently, the Group will still focus on
developing the costal markets with strong economic strength and is
prepared to formulate new strategies in tandem with the regional
economic development at proper time.

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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MANAGEMENT OPTIMISATION

The Group will strengthen the effective use of corporate resources
and optimise the sales and cost mechanism, so as to better understand
and use the market information in relation to sales. In respect of
costs, the Group will strengthen the use of comparisons and references
and master the features of costs more efficiently to improve project
efficiency and achieve better returns.

In respect of financial management, the Group has increased the
proportion of properties for lease, therefore it has also gradually
transferred certain short-term loans to long-term loans. Meanwhile,
in accordance with the opening pace of domestic bank industry, the
Group will appropriately increase financing agreements with domestic
and foreign banks to minimise financing costs. The Group will
strengthen the overall management of its funds and pay close attention
to market changes so as to take corresponding actions effectively.

In respect of construction, the Group will strengthen the systematic
management of projects, make full use of its existing resources, strive
for progress ceaselessly and optimise the share of its resources, so as
to further improve construction quality and manufacture high-quality
products.

In respect of risk management, domestic laws are becoming more
and more mature and therefore restrictions have kept increasing. The
Group will reduce operation risks in accordance with the changes of
domestic market environment.

The Group will relocate its internal resources so that resources can be
shared effectively. Meanwhile, the Group will specialise in developing
larger property projects and dispose of non-core projects so that
resources can be used on the highest-margin projects.

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

After 25 years’ fast economic development, China is expected to
keep continuous growth in the next decade, with the income of its
people increasing continuously. Given the fast development of regional
economy, the liquidity of capital and the increase of foreign
investments, the huge domestic demand will be directly affected. The
major projects to be developed by the Group in 2006 comprise
Shanghai Tian An Villa (Phase 2), Shanghai Tian An Place (Phase 1),
Nantong Tian An Garden (Phase 3), Changzhou New City Garden
(Phase 5), Changzhou Tian An Villa (Phase 2), Changchun Tian An
City One (Phase 3), Guangzhou Panyu Hi-Tech Ecological Park (Phase
3) and Shenzhen Tian An Cyber Park — Golf & Seaview Garden (Phase
3). As one of China’s pioneer property developers, Tian An will make
use of its existing advantages, absorb advanced experience, grasp
opportunities appropriately and continue the development of high-
quality residential buildings, office buildings and shopping malls. More
specifically, our focus will be to: (a) build on landbank where
appropriate. In fact, during the year under review we increased our
landbank as described above in “Landbank” under the Business Review
section, (b) dispose of non-core assets such as the interest in Shanghai
New Union Building Co., Ltd. as announced by the Company in
December 2005. We intend to dispose of several remaining non-core
assets at higher prices than costs, (c) continue to expand recurrent
income base and (d) continue to strengthen the professional
management team, streamline operating processes and secure cost
reductions where possible.

APPRECIATION

I would like to take this opportunity to thank my fellow Directors and
the staff for their diligence and contributions to the Group in the
past year, to the shareholders for their understanding and support,
and to the customers for their trust.

Patrick Lee Seng Wei
Chairman and Acting Managing Director

Hong Kong, 31st March, 2006

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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OPERATIONS REVIEW

1. REVENUE SOURCES

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

(1) Property development

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

(2) Property investments

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

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

(3) Joint venture investments

2005 2004

FER FAT

HK$'000 HK$'000

(E23)

(Restated)

Contribution to profit/(loss)

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

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

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

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

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

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

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

Tian An China Investments Company Limited X% Bl & H R 2 A 13
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3. T#AEE

SEHBNS248BFH ABEEEEEN
WiFEE (FEEREEBERENR354.58
FHEK)  EBMRNLEE - RY - BEM - m@

B owN omR BN KE K
ERECER CIMSHm -
HE-_ZTZERFE+_-_A=+—HI1 - K&H
FELMBEEWOT

ith @

#1t

B

3. LAND PORTFOLIO

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

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

SEEM

BEEEHE

GFA

[ = attributable

Commercial Residential  to the Group

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

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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4. EERIZI

HEZTRF+ZA=+—8 £X%£H

(BEWBARETE ARE AR RARE

HIAR]) EA2661E8T - RZZTTRFZ

BT RA4A77,954,00087C - AEBE T

ZEHMEEETISMEE BIHM(BES
RIEA) IBERRETE -

HE—ETERE+-_A=+—8I1F A&EH
EEBZHEBDT

B

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

B #5 AR R
1. EERBRAKBME

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

4. EMPLOYEE AND TRAINING

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

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

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

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

FINANCIAL POSITION

1. Liquidity and Financing

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

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

Tian An China Investments Company Limited X% R E%E AR Q7
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R-ZEERF+-_A=+—8 AEBHzE
& 2% 492,495,000,0005 7T (Z B Z O 4 :
2,519,000,000/% T ) BiE DA
1,675,000,000%8 7t (= T = 4 &
1,842,000,000/% 7t) 820,000,000/ Jt (=
TZPU4E : 677,000,000/ 7T) 2 REEE K
FERBAGE AEBCEEABXR (AEF
BHRUESQHE) ERFRO37% (ZEEN
F:M%(EN)) - BRDHDEEARBELT
MEERATEMERE - BHAEBRAAER
BF 75 ¥ % M 5398240 ©

HIBS% AEEBEMNMFRIE - ARA
SEZRENREENEPBET - AN
RITEFAARBAHERTBE - AEBEER
FHE0O%BEBMER R TERBZEME

o
A °

2. EEER

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

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

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

2. Pledge on Assets

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

KPR BEEEER AT Tan An China Investments Company Limited
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3. XEEE

R_ZEERF+_A=+—08 AEEARE
F-RZAAEE—HYEERNBARTLE
THERBEZES ZRITRE - MBBRT
R{#£4913,267,0008 T 2R - SHMEE
XEBEZERBERMRITREHAL
382,110,000 7T 2 #E1R - NREERH ZFF
BERDERTER - WIRE —REAEKK
miEE - MASBEGHBAR ZERNSE
+ 10 12 (B B4 A& 148,098,000/% 7T K FE {h ££
FEHEH AR R —EEE AR 2B T HIgZE
T 49/588,056,00087C - HTHEB AR K—
MHRESIQRAWEREERTEHSI B ZEE
BELBE B4 A235389,0008 Tt &
14,000,000/ 7T ° 7N 5 [ ¥ 1t F R E 75T
U EBSEREERE REERD AR
FHEAIREEA 2 EME - NEZEHELEIINE
#e AEE KB ABRMARMBRERME
47 -

3. Contingent Liabilities

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

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

17



B KXZH L Shanghai Tian An Centre

18

1. TEVERE
#RBE

LEREZRE (75.05%)
(A 78 K 22 F% B3 1L )

ZHEANRRTEBRATEFREN SR
iR A ENEREARD - ZBRYE
B 49362,300F 5K - IR A —EEE
E [ 78 #J470,000°F 75 KBy = W EEHL R -
B HIF & 480,000 7 K EH EERMB T -

EBRXRZBIE (85%)

ARIBEMR ESEBL25 8 - BA EES
IWEBRKEEBE  ZBEBAHEEES
BRARFEERK  £5F  B/K - BML
tR—88 - EHIEEEER32,200F 5K 2
BRRESENEE T S _HaftiEEmm
T&H#916,250F FoKMBIEEfEZESF + BER
ZEERFRETEL -

L5 BA 3t Bl 2 (4G R T £ 3160% &)

ZEEBMRLEEMERNANEEES - &
TREEREGHENRETERNE, — - S@E
E2EARTLHHE  BRAZEEAEELD
19,120 5 K - BHAZZSTEAFE+ =R &
I o

EBRZBHEE (100%)

ZEEMR EBERE AN TEKE
1,1005K - {5#14982,752F 5 K - WIEE B
B RGE NN ENIRER L - MIB
BEE—HEZ8R T NFE=FFHT -

1. MAJOR PROPERTY DEVELOPMENT

Eastern China

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

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

Shanghai Tian An Villa (85%)

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

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

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

Shanghai Tian An Sunshine Peninsula (100%)

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

RAEZFRBEEEER AT Tan An China Investments Company Limited
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BBAILFE (95%)

ZEBMURNES RSN RE R - Bl
BEEEEK - LEHEMmEL159,300F 7
K BEHI0% -

|G NI (95%)

ZIEEMRES TR OAEEL - 5159,480
FHRK ITRAEEMBMELN118,000F 7
X HEHER-_ZEERNFANAHIT £AF
TLHERET -

EMNFHEHIEE (100%)

ZEEREMNESEEE)EZ— " BAID
EREEmEL175900F 5K  &E—H
BEEEL38,400F 5K A R=_ZEZT+
FHREK °

MK ZBE (100%)
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& - %M B 1M — &K #4555 & 5l 2 /)
@ B (53h473,335F K - & HY
EBEME 39,4005 RERT - F-HIEAE
HEIF -
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MEXZIEE (100%)

ZEEUREBIHNEZ O - (Hi
203,800F 5K © #BIEHE A 45220,000F 75
K REBE—@AAMLREFENE -BR
FRIZET EFEX118,400F 1 K » ERTIEE
EEEA 44,000 75K - AR T RF
e 5 52 L ¢

Wuxi Redhill Peninsula (95%)

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

Wauxi Liu Yao Chang Site (95%)

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

Changzhou New City Garden (100%)

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

Changzhou Tian An Villa (100%)

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

Nantong Tian An Garden (100%)

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

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

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

Dalian Tian An Seaview Garden (60%)

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

Changchun Tian An City One (100%)

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

Southern China
Shenzhen Tian An Cyber Park (50%)

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

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

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

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

Shenzhen Longgang New Cyber Park (50%)

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

Guangzhou Panyu Hi-Tech Ecological Park (49%)

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

Nanhai Tian An Hung Kai Garden (30%)

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

Jiangmen Tian An Garden (60%)

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

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

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

2. MAJOR PROPERTY INVESTMENTS

Shanghai Tian An Centre (98%)

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

Nanjing Tian An Building (100%)

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

Changzhou Tian An City Plaza (100%)

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

Dalian Tian An International Tower (100%)

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

KPR BEEEER AT Tan An China Investments Company Limited
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ERXREKE (40%)
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EEBENRRNERAE (T LBARD B
—RAEREBBMERZMARAALTHA
Ao TEXBRRERHERM  KEMIE
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Beijing Tian An Building (40%)

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

Tianjin International Building (25%)

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

Shenzhen Tian An International Building (50%)

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

Guangzhou Parkview Square (48.75%)

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

3. OTHER INVESTMENTS

Shanghai Allied Cement Limited (54.77 %)

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

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

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

Tian An China Investments Company Limited X% R E%E AR Q7
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BMNEESEMRRERZE L (48.82%)

%78 B (5#1492,500,000F ;5K - s EIEERK
A—E(5 471,718,400 F 5K 8187 = @
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BEFIBEESEHFA L HEIR - sHER
“EERNFHBEH—HRE -
EEEWEXEMRN (56.83%)
HEZZTZRAFRERHEBF1410288 2FH0

ITERI5 R £ 536,500%5 » b — T MF L
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Fuzhou Summit Golf Country Club & Dengyun Resort (48.82%)

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

Zhaoqing Resort & Golf Club (56.83%)

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

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited



Particulars of Property Development

ExA ERIR &8 14

TREEER BEER BEER FEER EREEH
Buildable — IREE Completed  Gross Floor Interest  Period of X%
ER WEER Gross Floor ~ Construction Gross  Areaunder  Heldby  Land Use Expiry
Project Name Site Area Area Progress Floor Area  Construction the Group Rights Date
T km ThHAm ThHAm THAm FYears  FYear
RINRZHEA BR AEBIEER
AT ORMEE  REAE 290500 Factory 219,800 Phased 219,800 - 50% 50 2038
Shenzhen Tian An Cyber Park e Construction
Shennan West Road, Dormitory 50,000 Stage 50,000 - 50% 50 2038
Futian District, EEL
Shenzhen Commercial 304,900 304,900 - 50% 50 2038
i3
Residential 216,900 104,000 - 50% 70 2058
791,600 M
RYEEBEHA EEL RER
AMITERE 118,850  Commercial 500 FiAER - - 50% 50 2055
Shenzhen Longgang New Planning &
Cyber Park Design Stage
Longgang District,
Shenzhen
RNEEHRNEE EEL 7 H
BMm - EBE WA 513328 Commercial 43600  HIER 22,600 51,100 49% 50 2052
EXNPER 5 Phased
Guangzhou Panyu Shop 149,200 Construction - - 49% 50 2052
Hi-Tech Ecological Park fr=z Stage
Ying Bin Road, Residential 120,800 - - 49% 50 2052
Long Mei Cun,
Shi Qiao Town, Panyu District,
Guangzhou
713,600 22,600 51,100
HERARBELE frx AHREIEE
mAm REE BEKE 529700 Residential 180,000 Phased 39,100 52,500 30% 70 2063
Nanhai Tian An Hung Kai Garden = Construction
Hong Ji Main Road, Stage

Songgang Town, Nanhai

Tian An China Investments Company Limited X% Bl & H R 2 A 29 e
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ERA RRIE &8 1#

TREEER BEER BEER FEER EREFH
Buildable — IREE Completed  Gross Floor Interest  Period of X%
ER WEEE Gross Floor ~ Construction Gross  Areaunder  Heldby  Land Use Expiry
Project Name Site Area Area  Progress Floor Area  Construction the Group Rights Date
TRARm? THAm THAm THAm FYears  FYear
IMRRER frx 7
LAm - BIR 42,388 Residential 111,900 BIRE - 38,600 60% 70 2063
Jiangmen Tian An Garden A% Phased
Peng Jiang District, Shop 10,300 Construction - 10,300 60% 70 2063
Jiangmen Stage
122,200 ﬂ“)
IFHEXREEN ik AL
TFm - 89 s 11999 Residential 8600  Construction - 8,600 100% 70 2064
Jiangmen Xinhui Tian An Plaza 5 Stage
Cheng Nan Cun, Hui Cheng Town, Shop 7,300 - 7,300 100% 70 2064
Jiangmen [EEd
Commercial 8,400 - 8,400 100% 70 2064
24,300 ﬂ“)
IFFERTERR fi= RER
TFm - XT4 160,200 Residential 160200  RER - - 100% 70 2071
Jiangmen Xinhui Tang S Planning &
Xia Town Site Design Stage
Tang Xia Town, Jiangmen
EEEEAEEN iz AEEIREE
c 3 ER-F3IRECl 1128500 Residential 500,000 Phased 11,700 - 56.83% 70 2062
Zhaoqing Resort & Golf Club — Construction —
Huilong Town, Gaoyao City, Stage
Zhaoging
BOXETHBE fr=z RER
B0 XENREE 6470 Residential 8450  RitkER - - 30% 70 2061
BAAE  HR6H Planning &
Haikou Meishehe Development Zone Design Stage

Lot No.6 in Binhe Sub-district,
Meishehe Development Zone,
Haikou

fisE - OFHRE  BEETL -

Note: Construction suspended for redesign.

30 KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited



Particulars of Property Development

ExA ERIR &8 14

TREEER BEER BEER FEER EREEH
Buildable — IREE Completed  Gross Floor Interest  Period of X%
ER WEER Gross Floor ~ Construction Gross  Areaunder  Heldby  Land Use Expiry
Project Name Site Area Area Progress Floor Area  Construction the Group Rights Date
ThAkm? ThHAm ThHAm THAm FYears  FYear
BNRELE iz AEEIREE
Bl - BEHK368 % 781,600 Residential 604500 Phased 10,200 - 4882% 70 2062
Fuzhou Dengyun Resort HER Construction
No.388, Dengyun Road, Fuzhou A%E Stage
Ancillary &
Commercial 132,800 - - 48.82% 70 2062
737,300 ﬂ
RESCHBR fi= RER
REM - ZCH - £BH 22,100 Residential 83500  FifER - - 90% 70 2064
Wuhan Chongren Street Site BYE Planning &
Ji Xian Cun, Chongren Street, RE%E Design Stage
Wuhan Office &
Commercial 24,500 - - 90% 70 2044
108,000
LEXZEE fi= RERRER
(HBRRBHRLE) 362320 Residential 405800 Planning & - - 75.05% 70 2073
AT RAE - tEER HER Design Stage
b EE
Shanghai Tian An Place Ancillary &
(Formerly known as Commercial 64,200 - - 75.05% 70 2073
Tian An Yang Ming Resort)
Lot No. 52, Qibao Town, 470,000
Minhang District, Shanghai
EBRZAE(CR=H) fi= AHEIRER
Ligm - hiT6s4 iR 363,200 Residential 308,700 Phased - 16,250 85% 70 2075
Shanghai Tian An Villa Construction
(Phase 2 & 3) Stage
Lot No. 654, Song Jiang, Shanghai
LBARAE(ZHBR=H) fi= AR
L BER189 3 82,000 Residential 38500 Phased 5,000 19,120 60% 70 2062
Shanghai Elegant Garden Construction
(Phase 2-3B & Phase 3) Stage

No.189, Long Xi Road, Shanghai
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ER WEEE
Project Name Site Area

EHRm

LERERA¥E
LET - BRE - BB

Shanghai Tian An Sunshine

82,752

Peninsula
Chang Hua Road, Putuo District,
Shanghai

LERZEE (Z869)
L BEK10285%
Shanghai Central Garden
(Phase 3 GS)

No. 1028, Jin Xiu Road
Shanghai

3,600

BRIKRELR
BRm - IER - HEEA
Nanjing Moling Town Site

333,330

Moling Town, Jiangning District,
Nanjing

EHALYE
5T BHE - BA%
e

Wuxi Redhill Peninsula

South of Liang Xi River, Qinggi Road,
Bin Hu District, Wuxi

88,320

EHAERER

BET ABRBEHER
Wuxi Liu Yao Chang Site

Taihu Main Road and Hubin Road,
Wuxi

59,480

TEEEER
Buildable
Gross Floor
Area
FFAkm
AEE
RiEE 190,000
Commercial
& Residential
tx
Residential 3,600
Iz
Residential 400,000
Iz
Residential 156,400
b
Shop 2,900
159,300
=z
Residential 118,000

IREE
Construction
Progress

RER
Bitka
Planning &
Design Stage

RAR
githa
Planning &
Design Stage

RER
RitR
Planning &
Design Stage

BRIl
Completion
Stage

RER
Ritha
Planning &
Design Stage

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited

BRH
BEER
Completed
Gross
Floor Area

5 ARm

156,400

2,900

159,300

HEIE
BEER
Gross Floor
Area under
Construction

THRm

&8
fiih s

Interest
Held by
the Group

100%

80%

95%

95%

95%

95%

1
RREFS
Period of
Land Use
Rights
FYears

70

70

70

70

70

70

HRER
Expiry
Date
FYear

20M

2068

2073

207

207

2074



Particulars of Property Development

ER WEEE

Project Name Site Area
Tk

ENFRTEE

BN BHE RIBE 137368

L%

Changzhou New City Garden
Changjiang Road and Zhujiang Road,
Gaoxin District, Changzhou

ENXZHE

BT RER R
Changzhou Tian An Villa
Ge Lake, Wu Jin District,
Changzhou

473,335

BRXELE
BET IRR
Nantong Tian An Garden

203,800

Gongnong Road, Nantong

BNEREE (ZH)
BN BHE - BER

Suzhou Green Garden (Phase 3)

24,667

Ta Yuan Road, Suzhou New Area,
Suzhou

IRAZER

IR #5E BHEAR
EH17H

Beijing Park Apartments

6,555

No. 17, Chaoyanggongyuan Road, West,
Chaoyang District, Beijing

=z
Residential

tx
Residential

tx
Residential

=z
Residential

=z
Residential

TREEER
Buildable  IREE
Gross Floor Construction
Area Progress
77 Kkm?
PEEIER
214,300 Phased
Construction
Stage
PERIER
134,400 Phased
- Construction
Stage
PERIER
220,000 Phased
Construction
Stage
BIER
58,500 Construction
Stage
BExI
42,100 Completion
Stage

BRH TRIRE
EEEE EEEE
Completed  Gross Floor
Gross  Area under
Floor Area  Construction
Tikm  FhAm
175,900 38,400
39,400 -
118,400 44,000

- 58,500

42,100 -

&8
fiih s

Interest
Held by
the Group

100%

100%

100%

13.1%

100%

1
RREFS
Period of
Land Use
Rights
FYears

70

70

70

70

70

HRER
Expiry
Date
FYear

2067

2074

20M

2062

2065
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Particulars of Property Development

ERA RRIE &8 1#

TREEER BEER BEER FEER EREFH
Buildable — IREE Completed  Gross Floor Interest  Period of X%

ER WEEE Gross Floor ~ Construction Gross  Areaunder  Heldby  Land Use Expiry
Project Name Site Area Area  Progress Floor Area  Construction the Group Rights Date

TRARm? THAm THAm THAm FYears  FYear
RERRERTE frx AEEIREE
RET GERBGRAEE - 58650  Residential 130,000 Phased 84,100 - 60% 50 2043
AR Construction
Dalian Tian An Seaview Garden Stage
Liaohe West Road, Economic &
Technical Development Zone, Dalian
RERZE-4 A% AEBIRE
RERNRNEZRER 440,000 Shop 6,100 Phased 6,100 = 100% 70 2071
HEHHE iz Construction
Changchun Tian An City One Residential 584,300 Stage 104,300 48,100 100% 70 2071
High-Tech Industries Development
Zone, Changchun 590,400 110,400 48,100

MiaE: ERRE-_FTAFT_A=t—RZEHREH -

Note: The above table is based on information as of 31st December, 2005.
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Particulars of Properties under Construction

S8/ME B 231/12/2005
BHEE SERGEELER
HIER Gross B RIBH Total Attributable
BEEE EEAGER Floor Area HIAH Estimated Gross Floor
EH Total Gross Interest Held ~ Attributable  Construction ~ Completion Area Sold up
Project Name Floor Area by the Group  to the Group Date Date to 31/12/2005
F5RKm? F5RKm? F5RKm?
1. ENEE6EREE(ZH) 51,100 49% 25,000 4Q/05 2Q/06 15,600
Guangzhou Panyu Hi-Tech
Ecological Park (Phase 2)
2. BARREELE(ZH) 52,500 30% 15,800 2Q/04 2Q/06 4,300
Nanhai Tian An Hung Kai Garden
(Phase 2)
3. HERTEENR 24,300 100% 24,300 10/03 (2) (1)
Xinhui Tian An Plaza
4. IFXRRTEE(—H) 48,900 60% 29,300 3Q/03 (2) (1)
Jiangmen Tian An Garden (Phase 1)
5. LBRZAE(ZH) 16,250 85% 13,800 3Q/05 4Q/06 1)
Shanghai Tian An Villa (Phase 2)
6. BMFETEER(RH) 38,400 100% 38,400 2Q/05 2Q/07 6,100
Changzhou New City Garden (Phase 5)
7. BBRRZEE(ZH) 44,000 100% 44,000 10/05 4Q/06 3,900
Nantong Tian An Garden (Phase 3)
8. EHMEMTEE(ZH) 58,500 13.1% 7,700 3Q/04 40Q/06 2,700
Suzhou Green Garden (Phase 3)
9. RERRE-W(=H) 48,100 100% 48,100 20Q/05 3Q/06 1)
Changzhou Tian An City One (Phase 3)
By
Total: 382,050 246,400 32,600
Mtat - Notes:
(1) REHEE - (1) Not yet offered for sale.
(2) Z=HRE  EREI- (2)  Construction suspended for redesign.

3) LERBE-_ZFTRF+_A=+—H2ZE*X (3) The above table is based on information as of 31st December, 2005.
wmE e

Tian An China Investments Company Limited X% Bl & H R 2 A 35 [



MERBEREER

Particulars of Property and Hotel Investments

36

TeEm
EE Operation
Project Name Period
FYears
LYE S
Property

RYRZEEH
Shenzhen Tian An Cyber Park
- RYRREFBEES — 8
Shenzhen Tian An Innovation Science
and Technology Plaza, Phase 1

- RYIEERK
Shenzhen Cyber Times Building

- RYEEER 262 E
Whole Floor of 26/F Shenzhen Cyber
Times Building

- MERRLHEEERAE
Shenzhen Futian Tian An Hi-Tech
Venture Park

AYR LB KE
Shenzhen Tian An
International Building

AYIBE—REH
Shenzhen Tian Bei Yi Road, Shop

EBRRHL

Shanghai Tian An Centre, Commercial

LERZHL-BE
Shanghai Tian An Centre, Carpark

TERZEE-BE
Shanghai Central Garden, Carpark

EHRTAELR
Wuxi Tian An Building, Tower

ARARARAEES
Nanjing Tian An International
Building, Shopping Arcade

50

50

50

50

50

50

50

70

50

40

HREH
Expiry
Date
FYear

2038

2051

2051

2038

2041

2033

2044

2044

2067

2043

2032

SEfEREE
Interest Held
by the Group

HEEE
Gross
Site Area

FhRm?

50% -

50% -

100% -

50% -

50%

100% -

98% -

98%

80% -

95%

100%
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WEER
Property
Floor Area

S ENE

10,540

21,210

1,975

15,430

31,800

1,460

23,280

7,770

3,480

51,840

EEER REHHE

No. of Completion

Hotel
Gross Area

Rooms

BAKE

Date

2001

2002

2002

2003

1993

1988

2004

2004

2001

2001

2003



MERBEREER

Particulars of Property and Hotel Investments

BEER ORFH KEFGEZ  HEBEER  WXER  EEER  REHEE  EREM

EE Operation Expiry  Interest Held Gross  Property Hotel No. of Completion
Project Name Period Date by the Group  Site Area Floor Area Gross Area Rooms Date
FYears FYear Fhkm  FHKm

EMRZATES
Changzhou Tian An City Plaza,

-&%
Shopping Arcade 50 2043 100% - 24,080 - - 1998
-BTE
Office 50 2043 100% - 320 - - 2001

HAMSAAEMERE
Whole Floor of 4/F Nantong Sun Hoi

Tung Building 50 2043 100% - 714 - - 1996
THAEEEXREE
Jiangsu Taicang Xingye Road,

Factory Building 50 2043 100% - 3,730 - - 2003
REABKE
Tianjin International Building 50 2044 25% 6,000 52,730 - - 1991
TRRERE
Beijing Tian An Building 30 2016 40% 1,500 9,700 - - 1993
LT REZEH
Beijing Lakeside Garden 70 2064 100% - 3,350 - - 1999
AERZEBRKE
Dalian Tian An International Tower 40 2035 100% 4,420 49,960 - - 2005
SEIE
Hotel
EINBERLZKRE
Guangzhou Parkview Square 22 2009 48.75% 3,400 - 24,600 240 1989
REXZBRBERE
Wuhan Tian An Holiday Inn 40 2026 55% 10,000 - 37,500 407 1997
BMERZHBMBE12 8
Changzhou Tian An City Hotel

9/F to 12/F 50 2043 100% - - 2,455 52 2002
Wet: ERBE-_ZZRAF+_A=+—Hz%E Note: The above table is based on information as of 31st December,

Hims o 2005.
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Notice of Annual General Meeting

BBEERLTHEAKREBR AR ([ARAF])ZE NOTICE IS HEREBY GIVEN that the Annual General Meeting (the
FIRZZEZXRNEFRAT—B(EHM) £EF 1+ “Meeting”) of Tian An China Investments Company Limited (the
BFERER B E(THEE238HEMALEEE  “Company”) will be held at Plaza V, Lower Lobby, Novotel Century
EAEREEZE€EVHEERZMIRERBEF K  Hong Kong, 238 Jaffe Road, Wanchai, Hong Kong on Thursday, 11th

38

EREREMARRBE_TEAF+ =
A=+ - BUEFEZEELZHBHRR R
ExeHRHMRE -

ENZERUMEEEEESE T H M
@ o

ERBRIER  EEIBBEE NIF
FORFB R (FHERT B AR RER

RHAE
EBERER
(A [EBH

(a) ERRBRQBEZHRT @ —
R R G RLE AR R 2 B
F([EF)REBEBREGRT
XZER)ATEART—1)
N - LABRE - BITSAEAM
7 REEAR R B REINRD ([AR
M HA RSB 2FES B
f&iE - RIREF A RE R
[t 2 SRR - RET ki
THRRBETEZSEROZE
R RERE

(b) ARFZEER (a)Br 2 #HEEE HEFH AN
ERTESZEMNEMEER
HEREEERABBUBARIL
R TEBBMEAERZA
BITEZEENZER  B=
o I

g(TRgl)  UEIARTIVRESR : May, 2006 at 10:00 a.m. for the following purposes:

1. To receive and adopt the Audited Financial Statements and the
Reports of the Directors and Auditors of the Company for the
year ended 31st December, 2005.

2. To re-elect Directors and to fix their remuneration.

3. To re-appoint Auditors and to authorise the Board of Directors
to fix their remuneration.

4. By way of special business, to consider and, if thought fit, to

pass each of the following resolutions, with or without
modification, as an ordinary resolution:

ORDINARY RESOLUTIONS

(A) "THAT:

(a) subject to paragraph (c) of this Resolution, the exercise
by the directors of the Company (the “Directors”)
during the Relevant Period (as hereinafter defined) of
all the powers of the Company to allot, issue or
otherwise deal with additional shares of the Company
(the “Shares”) or securities convertible into Shares,
options, warrants or similar rights to subscribe for any
Shares, and to make or grant offers, agreements and
options which might require the exercise of such
powers, be and is hereby generally and unconditionally
approved;

(b) the approval given in paragraph (a) of this Resolution
shall be in addition to any other authorisations given
to the Directors and shall authorise the Directors during
the Relevant Period to make or grant offers, agreements
and options which might require the exercise of such
powers after the end of the Relevant Period;

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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(0)

EEREARZERQBZHLME
i Be 2% =k R B0 A 1R 1 s 1R 1
BETREDREBRENR
BT A REE) RETLZ
BAEEAR TR -

(i) EEFBRERTXZE
%)

(i) RIBARAPFEITEAR
Pt RE 2 R M AT R
& - SR AR Z AR
&7 R

(i) RBEMERGMERAE
Prereat BB HE - A
BT BETRMDARER
B2 RRTFARA R,
HERMBRARZEEM
BEITZEMD X

(iv) REARFABEIZAA
N EITABRR BB
RHMFEEE RO AR
EMAHMDIRE

THREBRAREZRERBE
BARBIERITIRAEEBRE
Z220% - i bt 2 #EAE TR AR
J&Z PRI

MARFERME -
(BB ERBRARER
EAZETHEERAMIEZH
i

(i) ARBNEERRAEFAE
RE R

(o]

the aggregate nominal amount of share capital allotted
or agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) and issued
by the Directors pursuant to the approval given in
paragraph (a) of this Resolution, otherwise than
pursuant to:

(i) a Rights Issue (as hereinafter defined);

(ii) the exercise of rights of subscription or conversion
under the terms of any warrants issued by the
Company or any securities which are convertible
into Shares;

(iii) the exercise of any option scheme or similar
arrangement for the time being adopted for the
grant or issue to employees of the Company and/
or any of its subsidiaries of Shares or rights to
acquire Shares; or

(iv) any scrip dividend or similar arrangement providing
for the allotment of Shares in lieu of the whole or
part of a dividend on Shares in accordance with
the articles of association of the Company from
time to time;

shall not exceed 20% of the aggregate nominal amount
of the share capital of the Company in issue at the
date of the passing of this Resolution and the said
approval shall be limited accordingly;

for the purpose of this Resolution:
‘Relevant Period’ means the period from the passing

of this Resolution until whichever is the earlier of:

(i)  the conclusion of the next annual general meeting
of the Company;

Tian An China Investments Company Limited X% R E%E AR Q7
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(i) AABZABERMAISK (i) the expiration of the period within which the next
ERBEREGIEE - A2 annual general meeting of the Company is
RIZARITTERRBAFR required by the articles of association of the
gzHRER B & Company or any applicable laws to be held; and

(i) ARFRRERRAE & (iii) the revocation or variation of the authority given
LA R R R e S8 ET under this Resolution by an ordinary resolution of
TRBERABKT 2B the shareholders of the Company in general
5 meeting; and

['fic & % i) #5 & %= 70 45 E B ‘Rights Issue’ means the allotment, issue or grant of

W RBERERANIEER Shares pursuant to an offer of Shares open for a period

FEBEINAATRREMZ fixed by the Directors to holders of Shares or any class

f& 2 F5 B A SRR B IR 19 45 thereof on the register of members of the Company

BA EBEREENREELHEB on a fixed record date in proportion to their then

BAE B FrHs 2 AR D EL B ED B - holdings of such Shares at that date (subject to such

BTARTRMD (EESHR exclusion or other arrangements as the Directors may

HEERD - IR BEMAME deem necessary or expedient in relation to fractional

HERARARE 2 AR BRI entitlements or having regard to any restrictions or

B MR ATEEHES obligations under the laws of, or the requirements of

BHERGHZHE  MBUESE any recognised regulatory body or any stock exchange

TR AT 1t 75 T 2 B F kPR in, any territory applicable to the Company).”

HMWEBZRAVAREEZR

) o |

(B) [E#H : (B) "THAT:

() EARRBRO)EZHBET » — (a) subject to paragraph (b) of this Resolution, the exercise
BHEREEEREESNEH by the Directors during the Relevant Period (as
B UE T ZEE) RITHEAR hereinafter defined) of all the powers of the Company
NE =N - AREBE—E to repurchase Shares on The Stock Exchange of Hong
BZERRBR - ERBHE Kong Limited (the “Stock Exchange”) or on any other
REGMBR AT ([BZFT])ME stock exchange on which the Shares may be listed and
EAR D - SR AT eE R E M recognised for this purpose by the Securities and Futures
RBEESRG B SFR)E Commission of Hong Kong and the Stock Exchange
BEEEFRPEEHEREZE under the Hong Kong Code on Share Repurchases,
ERBMIFARAZBLFZ G subject to and in accordance with all applicable laws
FamEL KRG and regulations, be and is hereby generally and

unconditionally approved;
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(b) the aggregate nominal amount of Shares which may
be repurchased by the Company pursuant to paragraph
(a) of this Resolution during the Relevant Period shall
not exceed 10% of the aggregate nominal amount of
the share capital of the Company in issue at the date
of the passing of this Resolution and the approval
granted under paragraph (a) of this Resolution shall be
limited accordingly; and

(c) for the purpose of this Resolution:

‘Relevant Period’ means the period from the passing
of this Resolution until whichever is the earlier of:

(i)  the conclusion of the next annual general meeting
of the Company;

(ii) the expiration of the period within which the next
annual general meeting of the Company is
required by the articles of association of the
Company or any applicable laws to be held; and

(iii) the revocation or variation of the authority given
under this Resolution by an ordinary resolution of
the shareholders of the Company in general
meeting.”
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Q) (C) "THAT conditional upon the passing of Resolutions 4(A)
and 4(B) as set out in the notice convening the Meeting,
the general mandate granted to the Directors to exercise
the powers of the Company to allot, issue or otherwise
deal with Shares pursuant to Resolution 4(A) as set out in
the notice convening the Meeting be and is hereby extended
by the addition thereto an amount representing the
aggregate nominal amount of the share capital of the
Company repurchased by the Company under the authority
granted pursuant to Resolution 4(B) as set out in the notice
convening the Meeting, provided that such amount shall
not exceed 10% of the aggregate nominal amount of the
share capital of the Company in issue at the date of the

passing of this Resolution.”
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EEEG® By Order of the Board
NEIHE Cindy Yung Yee Mei

BB Company Secretary

BAE ZEERNFOATNA Hong Kong, 18th April, 2006
HMAEE - Registered Office:

BE 27th Floor, China Online Centre
B 333 Lockhart Road

5% 7 383339 Wanchai

R B4R R0 2718 Hong Kong

Mtat - Notes:

1. NEELEREYRE EREZRE - HF 1.
BEZRBR—URRREEERER - %%
REBEARDERRE ° behal

2. mMAEMRGOZHEEZHFAA  BEFR— 2.
UZE/FAEAARREARO RS LEZIRRK
ERAELEEE HOBAE —EEERERE
HoEBA—UBMEREARGKZTRAEK
LEARE - AR AERRABRE S M 5
EREZBRNHEEEL I RBAREESE

BROmRE -

A member entitled to attend and vote at the Meeting is entitled to
appoint more than one proxy to attend and, on a poll, vote in his

f. A proxy need not be a member of the Company.

Where there are joint registered holders of any Share, any one of such
holders may vote at the Meeting, either personally or by proxy, in respect
of such Share as if he was solely entitled thereto; but if more than one
of such holders are present at the Meeting personally or by proxy, that
one of such holders so present whose name stands first on the register
of members of the Company in respect of such Share shall alone be
entitled to vote in respect of such Share.
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To be valid, the form of proxy, duly completed and signed in accordance
with the instructions printed thereon together with any power of attorney
or other authority (if any) under which it is signed or a notarially certified
copy of such power of attorney, must be deposited at the registrar of
the Company, Secretaries Limited, at 26th Floor, Tesbury Centre, 28
Queen’s Road East, Hong Kong not less than 48 hours before the time
fixed for holding the Meeting or any adjournment thereof. The completion
and delivery of the form of proxy will not preclude you from attending
and voting at the Meeting if you so wish.

Concerning Resolution 4(A) above, the Directors wish to state that they
have no immediate plans to issue any new securities of the Company
under this mandate. Approval is being sought from members as a general
mandate, in compliance with the Companies Ordinance and the Rules
Governing the Listing of Securities on the Stock Exchange, in order to
ensure flexibility and discretion to the Directors in the event that it
becomes desirable to issue any securities of the Company up to 20% of
the existing issued share capital at the date of the passing of the
resolution.

The general purpose of the authority to be conferred on the Directors by
Resolution 4(B) above is to increase flexibility and to provide discretion
to the Directors in the event that it becomes desirable to repurchase
Shares representing up to a maximum of 10% of the issued share capital
of the Company at the date of the passing of the resolution on the
Stock Exchange.
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The Company is committed to maintaining a high standard of
corporate governance within a sensible framework with an emphasis
on the principles of transparency, accountability and independence.
The board of directors of the Company (the “Board”) believes that
good corporate governance is essential to the success of the Company
and the enhancement of shareholders’ value.

CODE ON CORPORATE GOVERNANCE PRACTICES

In the light of the Code on Corporate Governance Practices (the “CG
Code”) contained in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) which came into effect on 1st
January, 2005, the Board has reviewed the corporate governance
practices of the Company with the adoption and improvement of the
various procedures and documentation which are detailed in this
report. The Company has applied the principles of and complied with
the applicable code provisions of the CG Code during the year ended
31st December, 2005, except for certain deviations as specified with
considered reasons for such deviations as explained below.

THE BOARD

The Board currently comprises eleven Directors and its composition is
set out as follows:

Executive Directors:

Patrick Lee Seng Wei (Chairman and Acting Managing Director)
Ng Qing Hai (Deputy Managing Director)

Ma Sun

Edwin Lo King Yau

Li Chi Kong

Non-Executive Directors:
Moses Cheng Mo Chi
Lisa Yang Lai Sum

Independent Non-Executive Directors (“INEDs"):
Francis J. Chang Chu Fai

Goodwin Gaw

Ngai Wah Sang

Xu Su Jing
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THE BOARD (CONTINUED)

The brief biographical details of the Directors are set out in the
“Biographical Details of Directors and Senior Management” section
in the Directors’ Report on pages 62 to 65.

The Non-Executive Directors (a majority of whom are independent)
provide the Group with a wide range of expertise and experience.
Their active participation in Board and committee meetings brings
independent judgment on issues relating to the Group's strategy,
performance and management process, taking into account the
interests of all shareholders.

The Company has four INEDs representing more than one-third of
the Board. At least one of the INEDs has appropriate professional
qualifications or accounting or related financial management expertise
under Rule 3.10 of the Listing Rules. The Board has received from
each INED an annual confirmation of his independence and considers
that all the INEDs are independent under the guidelines set out in
Rule 3.13 of the Listing Rules.
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THE BOARD (CONTINUED)

The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group, and to review
and approve the Group’s annual and interim results. During the year,
six Board meetings were held and attendance of each Director at the
Board meetings is set out as follows:

HE BT
Esggdiy

Number of Board meetings
attended/held

BITES

FRE (EEFRAEEFLIETE)
HAB (BEFBEHE)

55
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Executive Directors:
Patrick Lee Seng Wei (Chairman and Acting Managing Director) 5/6

Ng Qing Hai (Deputy Managing Director) 3/6
Ma Sun 3/6
Edwin Lo King Yau 5/6
Li Chi Kong 6/6
Non-Executive Directors:

Moses Cheng Mo Chi 2/6
Lisa Yang Lai Sum 1/6
INEDS:

Francis J. Chang Chu Fai 6/6
Goodwin Gaw 3/6
Ngai Wah Sang 5/6
Xu Su Jing 3/6
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The Board has reserved for its decision or consideration matters
covering mainly the Group's overall strategy, annual operating budget,
annual and interim results, recommendations on Directors’
appointment or re-appointment, material contracts and transactions
as well as other significant policy and financial matters. The Board
has delegated the day-to-day responsibility to the executive
management under the instruction/supervision of the Executive
Committee which has its specific written terms of reference. 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.

Board meetings are scheduled to be held at approximately quarterly
intervals and as required by business needs. At least 14 days’ notice
of a Board meeting is normally given to all Directors who are given
an opportunity to include matters for discussion in the agenda. The
Company Secretary assists the Chairman in preparing the agenda for
meetings and ensures that all applicable rules and regulations are
complied with. The agenda and the accompanying Board papers are
normally sent to all Directors at least 3 days before the intended date
of a regular Board meeting (and so far as practicable for such other
Board meetings). Draft minutes of each Board meeting are circulated
to all Directors for their comment before the same will be tabled at
the following Board meeting for approval. All minutes are kept by
the Company Secretary and are open for inspection at any reasonable
time on reasonable notice by any Director.

Every Director is entitled to have access to Board papers and related
materials and has access to the advice and services of the Company
Secretary. The Board and each Director also have separate and
independent access to the Company’s senior management. Directors
will be continuously updated on the major development of the Listing
Rules and other applicable regulatory requirements to ensure
compliance and upkeep of good corporate governance practices. In
addition, a written procedure was established in June 2005 to enable
the 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.
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ROLES OF CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

In December 2005, Mr. Patrick Lee Seng Wei was re-designated from
Chairman to Chairman and Acting Managing Director whereas Mr.
Ng Qing Hai was re-designated from Managing Director to Deputy
Managing Director, and thus there is a deviation from the code
provision A.2.1 of the CG Code that the roles of chairman and chief
executive officer (“CEQ") should be separate and should not be
performed by the same individual.

The Board currently comprises five Executive Directors (one of whom
is the Chairman and Acting Managing Director and another is the
Deputy Managing Director) and six Non-Executive Directors. Of the
six Non-Executive Directors, four of them are Independent Non-
Executive Directors which represent more than one-third of the Board.
Mr. Patrick Lee Seng Wei, being the Chairman and Acting Managing
Director, is primarily responsible for leadership of the Board, ensuring
the effectiveness in all aspects of its role and for setting its agenda,
whereas clearly established executive responsibilities for running of
the business of the Group lie with different designated senior
executives. The Board considers that this structure will not impair the
balance of power and authority between the Board and the
management of the business of the Group given that there is a
strong and independent non-executive element on the Board and a
clear division of responsibility for the running of the business of the
Group. The Board believes that the structure outlined above is
beneficial to the Company and its business. The division of
responsibilities between the Chairman and CEO has been set out in
writing and approved by the Board in June 2005.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

In June 2005, the Board has established and adopted a written
nomination procedure (the “Nomination Procedure”) specifying the
process and criteria for the selection and recommendation of
candidates for directorship of the Company. The Executive Committee
shall, based on those criteria as set out in the Nomination Procedure
(such as appropriate experience, personal skills and time commitment
etc.), identify and recommend the proposed candidate to the Board
for approval of an appointment.
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New Directors, on appointment, will be given an induction package
containing all key legal and Listing Rules’ requirements as well as
guidelines on the responsibilities and obligations to be observed by a
director. The package will also include the latest published financial
reports of the Company and the documentation for the corporate
governance practices adopted by the Board. The senior management
will subsequently conduct such briefing as is necessary to give the
new Directors more detailed information on the Group’s businesses
and activities.

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 should then
be eligible for re-election at that meeting.

To fully comply with the code provision A.4.1 of the CG Code, 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 of the CG Code,
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 so that (i) any
Director appointed to fill a casual vacancy shall be subject to re-
election by shareholders at the Company’s first general meeting after
the appointment; and (ii) every Director shall be subject to retirement
by rotation at least once every three years.
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BOARD COMMITTEES

The Board has established various committees, including a
Remuneration Committee, an Audit Committee and an Executive
Committee, each of which has its specific written terms of reference.
Copies of minutes of all meetings and resolutions of the committees,
which are kept by the Company Secretary, are circulated to all Board
members and the committees are required to report back to the
Board on their decision and recommendations where appropriate.
The procedures and arrangements for a Board meeting, as mentioned
on page 47 in the section “The Board” above, have been adopted

for the committee meetings so far as practicable.

Remuneration Committee

The Remuneration Committee has been established in June 2005 in
order to comply with the code provision B.1.1 of the CG Code. It
currently consists of three members, including Messrs. Francis J. Chang
Chu Fai (Chairman), Ngai Wah Sang and Xu Su Jing, all of whom are
INEDs. The Remuneration Committee is provided with sufficient
resources to discharge its duties and has access to independent
professional advice in accordance with the Company’s policy if
considered necessary.

The major roles and functions of the Remuneration Committee are:

(i) to review and recommend to the Board the remuneration policy
and packages of the Directors and, where appropriate, to consult
the Chairman and/or the Managing Director about the
committee’s proposals relating to the remuneration of other
Executive Directors;

(ii) to review and recommend performance-based remuneration by
reference to corporate goals and objectives approved by the
Board from time to time;

(iii) to review and recommend the compensation payable to Executive

Directors relating to any loss or termination of their office or

appointment;

(iv) to review and recommend compensation arrangements relating

to dismissal or removal of Directors for misconduct; and

(v) to ensure that no Director is involved in deciding his own
remuneration.
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BOARD COMMITTEES (conTINUED)
Remuneration Committee (continued)

The terms of reference of the Remuneration Committee of the
Company were adopted in June 2005 to comply with the code
provision B.1.3 of the CG Code, 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 a listed company. The Board considers that
the Remuneration Committee of the Company 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
management and that this evaluation process is more effectively
carried out by the Executive Directors;

(i) the Remuneration Committee members only consist of 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;

(iii) 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 shareholders

will benefit by reducing costs in the fixing of such compensation
packages.

The terms of reference of the Remuneration Committee have been
placed on the Company’s website in June 2005.
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BOARD COMMITTEES (conTINUED)
Remuneration Committee (continued)

The Remuneration Committee shall meet at least once a year. One
committee meeting was held in 2005 to review and discuss the existing
policy and structure for the remuneration of Directors, the
remuneration packages of both the Executive and Non-Executive
Directors and the attendance of each member is set out as follows:

HE BT
ZEEERZRY

Number of Committee meeting

ZEENE Committee member attended/held
B IS (F/7) Francis J. Chang Chu Fai (Chairman) 11
BESE Ngai Wah Sang 1/1
wPK Xu Su ling 1/1

BRAESHARERZEFTHERERARTA
BFERRBFASLREZTRRILE - 3LE
EZRIMNBERRGMEN TREZBING
MmREsBREARBaOMETE @ ER
RENZESRENEESTEME -EFH
Bz R B RN B S AR 513 o AN 5 [ R B
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BERITERE (BERNTES) - ZERE
B BEEREETEREEF8E MM B ®ME
BEsE37 -

Each Director will be entitled to a Director’s fee which is to be proposed
for the shareholders’ approval at the annual general meeting of the
Company each year. Further remuneration payable to Directors for
their additional responsibilities and services will depend on their
respective contractual terms under their employment or service contracts
as approved by the Board on the recommendation of the Remuneration
Committee. Details of the Directors’ remuneration are set out in note
13 to the financial statements. Details of the remuneration policy of
the Group are also set out in the “Employee and Training” section in
the Management Discussion and Analysis on page 15.

In order to attract, retain and motivate the senior executives and key
employees of the Group, including the Executive Directors, the
Company has adopted a share option scheme in January 1999. Details
of the share option scheme are set out in the Directors’ Report on
page 68 and note 37 to the financial statements.
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BOARD COMMITTEES (conTINUED)
Audit Committee

The Audit Committee has been established since November 1999
and currently consists of five Non-Executive Directors, three of whom
are INEDs. To retain independence and objectivity, the Audit
Committee is chaired by an INED with appropriate professional
qualifications or accounting or related financial management expertise.
The current members of the Audit Committee are Messrs. Ngai Wah
Sang (Chairman), Francis J. Chang Chu Fai, Moses Cheng Mo Chi, Xu
Su Jing and Miss Lisa Yang Lai Sum. The Audit Committee is provided
with sufficient resources to discharge its duties and has access to
independent professional advice according to the Company’s policy if
considered necessary.

The major roles and functions of the Audit Committee are:

(i) to consider and recommend to the Board on the appointment,
re-appointment and removal of the external auditors, to approve
the remuneration and terms of engagement of the external
auditors, and any questions of resignation or dismissal of that
auditors;

(i) to consider and discuss with the external auditors the nature
and scope of each year's audit;

(iii) to review and monitor the external auditors’ independence and
objectivity;

(iv) to review the interim and annual financial statements before
submission to the Board;

(v) to discuss any problems and reservation arising from the interim
review and final audit, and any matters the external auditors
may wish to discuss;

(vi) to review the external auditors’ management letters and
management’s response;

(vii)

to review the Group’s financial controls, internal control and risk
management systems; and

(viii) to consider any findings of major investigations of internal control
matters as delegated by the Board and management’s response.
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Audit Committee (continued)

The terms of reference of the Audit Committee of the Company
were revised in June 2005 to comply with the code provision C.3.3
of the CG Code, 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;

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

(iii) ensure coordination between the internal and external auditors,

and ensure that the internal audit function is adequately

resourced and has appropriate standing within the listed

company.

The Board considers that the Audit Committee of the Company 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 make appropriate recommendations;

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

(iii) 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 of the Company
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 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
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.
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BOARD COMMITTEES (conTINUED)
Audit Committee (continued)

The Audit Committee shall meet at least twice a year. Four committee
meetings, including one adjournment meeting, were held in 2005

Bg) MEKBEZHEBERLOT and the attendance of each member is set out as follows:
HE BT
ZEEERZRE
Number of Committee meetings
ZE8HE Committee member attended/held
BES (F7) Ngai Wah Sang (Chairman) 3/4
EiiE e Francis J. Chang Chu Fai 4/4
BIE R Moses Cheng Mo Chi 2/4
T Xu Su Jing 2/4
HEH Lisa Yang Lai Sum 2/4
ﬁ’\ TRHFRIT2EHE E%LZEEEE  During the meetings held in 2005, the Audit Committee had

ZIf’Hﬁﬁ LEn T performed the work as summarised below:

(i)

(i)

(iii)

(iv)
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(i) reviewed and approved the audit scope and fees proposed by
the external auditors regarding the final audit of the Group for
the year ended 31st December, 2004 (the “2004 Final Audit”)
and for the interim results review for the six months ended 30th
June, 2005 (the “2005 Interim Review");

(i) reviewed the external auditors’ report of finding in relation to
the 2004 Final Audit and the auditors’ report on the connected
transactions for the year ended 31st December, 2004 where
waivers had been granted by the Stock Exchange;

(iii) reviewed the external auditors’ independent review report in

relation to the 2005 Interim Review; and

(iv) reviewed the financial reports for the year ended 31st December,

2004 and for the six months ended 30th June, 2005.
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BOARD COMMITTEES (conTINUED)
Executive Committee

The Executive Committee has been established since February 2004
and currently consists of five Executive Directors, being Messrs. Patrick
Lee Seng Wei (Chairman), Ng Qing Hai, Ma Sun, Edwin Lo King Yau
and Li Chi Kong. The Executive Committee is vested with all the
general powers of management and control of the activities of the
Group as are vested in the Board of the Company, save for those
matters which are reserved for the Board’s decision and approval
pursuant to the written terms of reference of the Executive Committee.

The Executive Committee will meet as and when necessary to discuss
the operating affairs of the Group and may also deal with matters by
way of circulation. It is mainly responsible for undertaking and

supervising the day-to-day management and is empowered:

(i) to formulate and implement policies for the business activities,
internal control and administration of the Group; and

(ii) to plan and decide on strategies to be adopted for the business
activities of the Group.

CODES FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (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 complied

with the required standard as set out in the Model Code.

To comply with the code provision A.5.4 of the CG Code, the
Company has also adopted in June 2005 the Model Code, to regulate
dealings in the securities of the Company 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.
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ACCOUNTABILITY AND AUDIT
Financial Reporting

The Directors acknowledge their responsibility for preparing, with the
support from finance department, the financial statements of the
Group. In preparing the financial statements for the year ended 31st
December, 2005, the requirements of the Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards and
Interpretations issued by the Hong Kong Institute of Certified Public
Accountants and the applicable disclosure requirements of the Listing
Rules and the Companies Ordinance were complied with.

The reporting responsibilities of the Company’s external auditors,
Messrs. Deloitte Touche Tohmatsu, are set out in the Auditors’ Report
on pages 85 and 86.

External Auditors’ Remuneration

During the year, the remuneration paid/payable to the Company’s
external auditors, Messrs. Deloitte Touche Tohmatsu, is set out as

follows:
et ENER
MAEERM RS Services rendered for the Group Fee paid/payable
FAET
HK$'000
% Bk 7 Audit services 4,526
FRBRB (BREREXARBE - Non-audit services (including taxation advisory
BT R IRETEED - =6 services fee, compliance of Occupational
FHIEE  BEREXICETER) Retirement Scheme Ordinance, review
of interim results, agreed-upon procedures
for continuing connected transactions) 722
HEt Total: 5,248
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COMMUNICATION WITH SHAREHOLDERS

The Board recognizes the importance of good communication with
shareholders. Information in relation to the Group is disseminated to
shareholders in a timely manner through a number of formal channels,
which include interim and annual reports, announcements and
circulars.

The Company’s annual general meeting (the “AGM") is a valuable
forum for the Board to communicate directly with the shareholders.
The Chairman actively participates in the AGM and personally chairs
the meeting to answer any questions from the shareholders. A separate
resolution is proposed by the Chairman in respect of each issue to be
considered at the AGM. An AGM circular is distributed to all
shareholders at least 21 days prior to the AGM, setting out details of
each proposed resolution, voting procedures (including procedures
for demanding and conducting a poll) and other relevant information.
The Chairman explains the procedures for demanding and conducting
a poll again at the beginning of the AGM, and (except where a poll
is demanded) reveals how many proxies for and against have been
received in respect of each resolution.

CORPORATE GOVERNANCE ENHANCEMENT

Enhancing corporate governance is not simply a matter of applying
and complying with the CG Code of the Stock Exchange but about
promoting and developing an ethical and healthy corporate culture.
We will continue to review and, where appropriate, improve our
current practices on the basis of our experience, regulatory changes
and developments. Any views and suggestions from our shareholders
are also welcome to promote our transparency.

On behalf of the Board
Patrick Lee Seng Wei
Chairman

Hong Kong, 31st March, 2006
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The Board is pleased to present the annual report and the audited
financial statements of the Group and the Company for the year
ended 31st December, 2005.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries, associates and jointly controlled
entities as at 31st December, 2005 are set out in notes 51, 52 and

53 to the financial statements respectively.

The Group’s turnover for the year was derived mainly from activities
carried out in the People’s Republic of China (the “PRC"). The
breakdown by principal activities of the Group’s turnover and the
contribution to profit before taxation for the year ended 31st
December, 2005 is set out in note 7 to the financial statements.

SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITIES

Details of the Company’s principal subsidiaries, associates and jointly
controlled entities as at 31st December, 2005 are set out in notes 51,
52 and 53 to the financial statements respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2005
are set out in the consolidated income statement on page 87.

The Board do not recommend the payment of a final dividend for the

year ended 31st December, 2005 and recommend the profit for the
year be retained.

MANAGEMENT DISCUSSION AND ANALYSIS

The management discussion and analysis is set out on pages 12 to
28.
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PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment
totalling approximately HK$46,008,000.

Details of these and other movements in property, plant and
equipment of the Group during the year are set out in note 16 to the
financial statements.

INVESTMENT PROPERTIES

During the year, the Group acquired investment properties totalling
approximately HK$47,272,000 and certain completed properties for
sale and properties under development upon completion of
HK$344,327,000 and HK$557,941,000 respectively were transferred
to investment properties. The Group revalued all of its investment
properties as at the year end date. The surplus arising on the
revaluation amounted to HK$132,285,000 and has been recognised
in the consolidated income statement.

Details of these and other movements during the year in the
investments properties of the Group are set out in note 17 to the
financial statements.

INTEREST IN PROPERTIES

Particulars of the Group's interests in properties as at 31st December,
2005 are set out on pages 29 to 37.

SHARE CAPITAL, WARRANTS AND OPTIONS

Movements in share capital, warrants and options are set out in note
37 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 92 and note 38 to the financial statements respectively.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 208.
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BORROWINGS AND INTEREST CAPITALISED

Bank loans, overdrafts and other borrowings which are repayable
within one year or on demand are classified as current liabilities.
Repayment analysis of interest-bearing and interest-free borrowings
are set out in notes 39 and 40 to the financial statements respectively.
Interest capitalised by the Group during the year in respect of
properties under development amounted to HK$29,786,000, details
of which are set out in note 10 to the financial statements.

DIRECTORS

The Directors during the year and up to the date of this report were:

Executive Directors
Patrick Lee Seng Wei

Ng Qing Hai

Ma Sun

Edwin Lo King Yau

Li Chi Kong

Non-Executive Directors
Moses Cheng Mo Chi
Lisa Yang Lai Sum

Independent Non-Executive Directors
Francis J. Chang Chu Fai

Goodwin Gaw

Ngai Wah Sang

Xu Su Jing

In accordance with Article 105(A) of the Company’s Articles of
Association, Mr. Patrick Lee Seng Wei, Mr. Ng Qing Hai, Mr. Moses
Cheng Mo Chi and Miss Lisa Yang Lai Sum shall retire by rotation at
the forthcoming Annual General Meeting and, being eligible, offer
themselves for re-election.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

Patrick Lee Seng Wei, aged 54, was appointed an Executive Director
of the Company in June 1996 and became the Chairman of the
Board and the Acting Managing Director of the Company in February
2004 and December 2005 respectively. Mr. Lee is an architect and
worked for IBM Australia before becoming involved in property
development in Malaysia and Hong Kong for more than twenty years.
He has extensive experience in the property field. Mr. Lee is also the
chief executive of Allied Properties (H.K.) Limited and an executive
director of Sun Hung Kai & Co. Limited, both are substantial
shareholders of the Company.

Ng Qing Hai, aged 49, was appointed an Executive Director of the
Company in April 2003 and became the Managing Director of the
Company in October 2003. He was re-designated as the Deputy
Managing Director of the Company in December 2005. Mr. Ng
graduated from the Accounting Department of Shanghai Institute of
Building Materials in 1983 and became a member of the Association
of Registered Accountants of the PRC in 1994. He was admitted as
Management Consultant by Group ESSEC of France in 1988. He
became the vice chairman of China Building Materials Enterprises
Management Association in 2004 and a fellow of Asian Knowledge
Management Association in 2006. Mr. Ng has extensive experience
in managing enterprises. He is also the president and chief executive
officer of Shanghai Allied Cement Limited, a non-wholly owned
subsidiary of the Company.

Ma Sun, aged 65, was appointed an Executive Director of the
Company in April 2003. Mr. Ma joined Sun Hung Kai Securities Limited
in 1984 and was then transferred to the Group in 1985. Besides
holding a Bachelor’s Degree of Electrical Engineering, he has extensive
experience in electrical engineering and over twenty years of
experience in China commercial business, financial investment and
property development.

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited



EEEHRES

Directors’ Report

EERSREEABEZBAER

(%)
BITEE (7)
BRM - OTER - REFARNME XA

S8 M Macquarie University 2 f& FRBf #5518 + -
R—ANANFENARETARARZHNITE
E-HRERBEEZHRAABEZEITEE
i BEELETRAEEARWE - $44E
WARRABZEFERFHBEEBER AT
REBRZEEREGRAFTZHITESE -

EEHEM - B+ Eﬁ%%ﬁﬁﬁ FHEI A
SEEREBGHMAEERER K%

EMFE_RAEZERERR TZ%%“L TEZ - |
REBREATEEAREEER  SERRN
MEARZBEMEBARETEHEARR
ZEBELTRARZEEMBHEE - WIFRAN
NRAZETERRBAWE (BE)ARAAR
ARBZEEEZEMBAR LBBANKE
BOBERARZHITES  MR/ARFR—

IERRBAEEERAANZEEHR B
ﬁb o

HFHITEE

BRE A+AH —ANEFTAEZAE

RBARPEUIFFATES YR _FTTHF
NABERRARFNITES - BELETIR
RAHEP-—EEZBEREEN A2 2MER
IzZEREBBAN - BEER-—NN—FE—
NNEFHAREBLERHEE - BRABEE
ERe7RgTIR  RRZGZEE
REEF - FRBTIREMEELETARZ
BIUFFMITESE -

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (conTINUED)

Executive Directors (continued)

Edwin Lo King Yau, aged 45, a chartered company secretary and
holder of a Master's Degree in Applied Finance from Macquarie
University, Australia, was appointed an Executive Director of the
Company in August 1999. He had served in various executive roles in
several companies in Hong Kong including company secretary for
publicly listed companies. He is currently an executive director of
Allied Group Limited, a substantial shareholder of the Company, and
The Hong Kong Building and Loan Agency Limited.

Li Chi Kong, aged 52, a member of the Institute of Chartered
Accountants of Scotland and a fellow of the Hong Kong Institute of
Certified Public Accountants, was appointed an Executive Director of
the Company in February 2004. He has broad experience in the finance
and accounting field, having worked in two major audit firms and as
group financial controller for several sizeable listed companies in Hong
Kong. He is also an executive director of Allied Properties (H.K.)
Limited, a substantial shareholder of the Company, and Shanghai
Allied Cement Limited, an indirect non-wholly owned subsidiary of
the Company, and the group financial controller of Allied Group
Limited, another substantial shareholder of the Company.

Non-Executive Directors

Moses Cheng Mo Chi, aged 56, was appointed an Independent
Non-Executive Director of the Company in May 1997 and was re-
designated as Non-Executive Director of the Company in September
2004. Mr. Cheng is the senior partner of P. C. Woo & Co., a firm of
solicitors and notaries in Hong Kong and one of the legal advisors of
the Company. Mr. Cheng was a member of the Legislative Council of
Hong Kong between 1991 and 1995. He is the Founder Chairman of
the Hong Kong Institute of Directors of which he is now the Honorary
President and Chairman Emeritus. He also serves on the boards of
various listed companies as an independent non-executive director.
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Non-Executive Directors (continued)

Lisa Yang Lai Sum, aged 39, was appointed an Independent Non-
Executive Director of the Company in November 1999 and was re-
designated as Non-Executive Director of the Company in September
2004. She is a practising solicitor in Hong Kong and is a consultant
of Maurice Lee, Tsang, Ng-Quinn & Tang. Miss Yang graduated from
the University of Sydney with a Bachelor's Degree in Law and
Economics and is also qualified as a solicitor in Australia and England.

Independent Non-Executive Directors

Francis J. Chang Chu Fai, aged 51, was appointed an Independent
Non-Executive Director of the Company in September 2004. He is
currently an executive director of Golden 21 Investment Holdings
Limited and Trasy Gold Ex Limited; and an independent non-executive
director of Quality HealthCare Asia Limited and Chitaly Holdings
Limited. Mr. Chang is a registered person under the Securities and
Futures Ordinance and since 2000 has been the managing director of
Ceres Capital Limited. He has over twenty-eight years of experience
in banking, corporate finance, investment and management. Mr.
Chang holds a Bachelor’s Degree in Commerce from Concordia
University in Montreal, Canada since 1976 and a Master’s Degree in
Business Administration from York University in Toronto, Canada since
1977.

Goodwin Gaw, aged 37, was appointed an Independent Non-
Executive Director of the Company in September 2004. He is currently
the vice chairman of Pioneer Global Group Limited, and the chairman
and chief executive officer of Global Gateway, L.P., a telecom
infrastructure joint venture between Pioneer Group and Morgan
Stanley Real Estate Funds, and the chairman of Gateway Capital, a
real estate fund management company. He is also the president of
Downtown Properties Holdings. Mr. Gaw graduated with a Bachelor
of Science Degree in Civil Engineering from the University of
Pennsylvania, a Finance Degree from Wharton Business School and a
Master of Science Degree in Construction Management from Stanford
University.
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Independent Non-Executive Directors (continued)

Ngai Wah Sang, aged 47, was appointed an Independent Non-
Executive Director of the Company in September 2004. He is currently
the chief executive officer of Earnest Investments Holdings Limited.
He has over twenty years of experience in auditing, accounting,
financial management and dealing with business development and
investments and previously worked for international accounting firms
and listed companies in Hong Kong and overseas. Mr. Ngai holds a
Bachelor’s Degree in Science from the University of London in United
Kingdom. He is a fellow of The Institute of Chartered Accountants in
Australia and also a fellow of the Hong Kong Institute of Certified
Public Accountants in Hong Kong.

Xu Su Jing, aged 61, was appointed an Independent Non-Executive
Director of the Company in September 2004. He was the director of
the Department of Enterprise Reform of Sinopec Group Company
and has retired since June 2005. He has extensive experience in the
macro-management of petrochemical enterprises. Mr. Xu graduated
from the Beijing Reseach Institute of Labor Safety in 1983 majoring
in safety technology engineering and holds a Master of Engineering
and the title of a senior economist of professor level.

Senior Management

Ko Sing Ming, aged 38, joined the Group in March 1998. He is the
Deputy General Manager of the Group responsible for PRC legal and
corporate affairs. Mr. Ko holds a Bachelor’s Degree in Quantitative
Analysis for Business and a Postgraduate Diploma in Corporate
Administration, and is a fellow of The Association of Chartered
Certified Accountants. He has over ten years of experience in
accounting and managing PRC investments. He is also a director of
Shanghai Allied Cement Limited.

Song Zhu Feng, aged 45, is the General Manager of the Contracts
Department of the Group. He joined the Group in December 2003.
Mr. Song graduated from The Civil Engineering Department of Tsing
Hua University in Beijing with a Bachelor’s Degree of Engineering. He
has over twenty years of experience in the fields of engineering and
property development.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (conTINUED)

Senior Management (continued)

Sunny Tao Tsan Sang, aged 41, is the Qualified Accountant of the
Company and Financial Controller of the Group. He joined the Group
in May 1994. Mr. Tao is an associate of the Hong Kong Institute of
Certified Public Accountants and The Chartered Institute of
Management Accountants and holds a Master’s Degree of Business
Administration. Mr. Tao has over ten years of experience in financial
management and China business field.

Xia Qian, aged 43, is the General Manager of the Northern China
Region. He joined the Group in November 1991. Mr. Xia holds an
Executive Master’'s Degree of Business Administration. He has over
fifteen years of experience in property development and investment
in China.

Dai Hong Liang, aged 37, is the Acting General Manager of the
Fuzhou Region. He joined the Group in December 2003. Mr. Dai
holds a Bachelor Degree of Architecture and a Master’'s Degree of
Finance. Mr. Dai has over ten years of experience in the field of
investment in China.

Cindy Yung Yee Mei, aged 40, was appointed Company Secretary
of the Company in March 2004. She is an associate of The Hong
Kong Institute of Company Secretaries and The Institute of Chartered
Secretaries and Administrators. Miss Yung is also the company
secretary of Shanghai Allied Cement Limited.
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DIRECTORS’ INTERESTS

Save as disclosed below, as at 31st December, 2005, none of the
Directors or chief executives of the Company has any interests or
short positions in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO")) as
recorded in the register required to be kept under section 352 of the
SFO; or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issures:

(a) &2 d] (a) The Company
BERGOR BT
HERA & E BAEAZESD
E=pE HEHE Number of shares and Percentage to the
Name of Director Nature of interests underlying shares held issued share capital
S 18 A 52,125 0.006%
Ma Sun Personal (K7 5%)
(Note)
Wit BEHREEERESHEBAMMBABZE  Note: The interests held by Mr. Ma Sun as beneficial owner are all interests

@ ERMER -

in shares.

(b) B LHE — LEBHEAEKERME (b) Associated Corporation - Shanghai Allied

BERRE ([ LHBKIE])

EEgs

Name of Directors

EEME

Nature of interests

Cement Limited (“SAC")

FEROK
HERD 2HE

Number of shares and

HEe T
REZBDHE
Percentage to the

underlying shares held issued share capital

Vb

Ng Qing Hai

5 H#
Ma Sun

ZER
Li Chi Kong

[EPN 4,000,000 0.54%
Personal (B1at1)
(Note 1)

& A 100,000 0.01%
Personal (Ktat2)
(Note 2)

& A 600,000 0.08%
Personal (K1 5£3)
(Note 3)
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DIRECTORS’ INTERESTS (CONTINUED)

(b) Associated Corporation - Shanghai Allied

Cement Limited (”“SAC") (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 31st

December, 2005, no short positions were recorded in the register

required to be kept under section 352 of the SFO.

SHARE OPTIONS

(a) The Company

Particulars of the Share Options Scheme of the Company are set
out in note 37 to the financial statements.

No share option was granted under the Share Option Scheme of
the Company during the year ended 31st December, 2005, nor
was there any share option outstanding as at 31st December,
2004 and 31st December, 2005.

(b) SAC

Particulars of the share option scheme of SAC (the "SAC
Scheme”) are set out in note 37 to the financial statements.
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(b) SAC (continued)
Details of the shares options granted under the SAC Scheme
and the outstanding options as at 31st December, 2005 are as

AW follows:
BREHA
Number of share options
R-ZZBEF R-ZBEF
-A-8 +=ZA=+-H
e R AT RER  RER e K176
Outstanding R Py Outstanding
TEH BRITEE asat  Granted  Lapsed as at
ill=R Exercisable  Exercise price  1st January, during during  31st December,
Date of Grant Period per share 2005  the year the year 2005
BT
HK$
ARRES
Directors of the Company
B8 TR 3 QU3 0.70 4,000,000 - - 4,000,000
+A=-+NH —AZ+/N\BZE
—E-=f
+AZ++tR
Ng Qing Hai 28th July, 2003 28th January, 2004
to 27th July, 2013
FER “EER=F g Juiga2 0.70 600,000 - - 600,000
+AZ+NH —AZ+/N\BZE
=%
+A=-++tH
Li Chi Kong 28th July, 2003 28th January, 2004
to 27th July, 2013
LEBKTERES —TT=F “TEMF 0.70 17,100,000 - 600,000 16,500,000
+AZ+ /R —AZTNRZE
—T-=F
tAZ++tH
Employees of SAC 28th July, 2003 28th January, 2004
to 27th July, 2013
At
Total 21,700,000 - 600,000 21,100,000
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(b) EBEKJE () (b) SAC (continued)

FaeEERE BESHY ANEA -
FUARALBHER ZEBERES SR
10.00 /BT ©

FRBEMAREERLERES B 2K
MEAO0.53/8 T °

RBE_TTRF+_A=T—HILLF
EA - SECA A RE LBORRD Z
BREERDL - ITENKERE -

LREEH 2 BRESRITER IS4
RERR - EFERN - FH LAER
BETZEMNBERSELZEEE =
BRTHEE CBE S TEFEEK
REE - REZHEENEEREMAGEZ
BEREBELERSSR  BXQURESR
PaRE - At EXERRERETS
EZEBRMERITEEDERE -

All share options referred to above are subject to six months’
vesting period. The consideration paid by each grantee for each
of grants was HK$10.00.

The closing price per share immediately before the date on which
the share options were granted was HK$0.53.

No share options for subscription of shares in SAC were granted,
exercised or cancelled during the year ended 31st December,
2005.

The above options granted are not recognised in the accounts
until they are exercised. The Board considers that it is
inappropriate to value the share options granted since any
valuation of the options would be subject to a number of
assumptions that would be selective, subjective and uncertain.
Any valuation of the share options based on various speculative
assumptions would be meaningless and could be misleading to
the shareholders. The Board therefore considers the disclosure

70

of only the relevant market price and exercise price, which are
readily ascertainable, will be appropriate.

BREXFIEESN  RER - SEFIWE
ZEBIAW T N\RTFLUREERTRER
REBAKEFESF BN TETEZS
A -

BEROBES 2L

Save as disclosed above, no rights to subscribe for equity or debt
securities of the Company had been granted to or exercised by any
Directors or their spouses or children under the age of 18 at any time
during the year.

ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURES

BRIRBEARR R FEKRE B 2 BREE

At no time during the year was the Company or any of its subsidiaries

BYRAUREARNT R EBKERMD ZEM  a party to any arrangements to enable the Directors or their spouses
Fﬁ% CARBRET M BARNRAEER  or children under the age of 18 to acquire benefits by means of the
EL2EAMTH  FEERNHEZE MBI acquisition of shares in, or debentures of, the Company or any other

—f—)\ﬁzlfx‘l—%ﬁ—{%ﬂ&,ﬁﬁz’iﬁﬂﬁﬁ{mﬁﬂ
ZBDHEFEMES N -

body corporate with the exception of granting of share options to
subscribe for shares in the Company and SAC under their respective
share option schemes.
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DIRECTORS’
SIGNIFICANCE

INTERESTS IN CONTRACTS OF

No contract of significance to which the Company or any of its
subsidiaries was a party and in which the Directors had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or any of
its subsidiaries which is not determinable by the employing company
within one year without the payment of compensation (other than
statutory compensation).

MAJOR CUSTOMERS AND SUPPLIERS

During the year, both the aggregate sales attributable to the Group's
five largest customers and the aggregate purchases attributable to
the Group's five largest suppliers were less than 20% of the Group’s
sales and purchases respectively.

None of the Directors, their associates or any shareholders, which to
the knowledge of the Directors owned more than 5% of the
Company's issued share capital, had a beneficial interest in any of
the Group's five largest suppliers and customers.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS

Set out below are the interests or short positions of persons in the
shares or underlying shares of the Company as at 31st December,
2005 as recorded in the register required to be kept under section

THRIAT 336 of the SFO:
BFEROREBRD ZEE
Number of shares and underlying shares held
ZEER HibgEw
B AR (ZEH AT (REBEA ERAE
(BEEEH) BEzER) ®¥8) HE BT
Personal Corporate Other BAZzEDH
Interests Interests Interests Percentage of
(held as (interest of (held as BERBE  total interests
BRERERE beneficial controlled investment Total  to the issued
Name of Shareholders owner) corporation) manager) Interests share capital
MEEERAR ([FRE]) 356,570,563 68,940,040 - 425,510,603 48.60%
Sun Hung Kai & Co. Limited (“SHK") (Ffat1)
(Note 1)
BemE (B8 ERAR ([MetE]) - 425,510,603 - 425,510,603 48.60%
Allied Properties (H.K.) Limited ("APL") (Ktzt2) (Kt73)
(Note 2) (Note 3)
BEEBEBRAR ([HEEE]) - 425,510,603 - 425,510,603 48.60%
Allied Group Limited (“AGL") (Kt7t4) (Kt7t3)
(Note 4) (Note 3)
Lee and Lee Trust (“LL Trust”) - 425,510,603 - 425,510,603 48.60%
(Hz5) (Hfzt3)
(Note 5) (Note 3)
HEIBRERBRAR ([FEELE]) - 61,560,700 - 61,560,700 7.03%
COL Capital Limited ("COL") (Ktzte6)
(Note 6)
Dalton Investments LLC - - 47,872,000 47,872,000 5.47%
Wachovia Corporation - 78,800,000 - 78,800,000 9.00%
(Htzt7)
(Note7)
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FTEREREMALZEZE % INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS (conTiNUED)

Mt - Notes:

1. ZEZPEBBOINEE—HME2EME 1. The interests include the holding of (i) 31,398,050 shares held by Sun

AREIHBEEBRBAERACAMFTE 2 Hung Kai International Limited, an indirect wholly owned subsidiary of
31,398,050 & 1n  R(DFTBES —FHME SHK; and (ii) 37,541,990 shares held by Sun Hung Kai Securities Capital
EWNBARANMBEZRSAARMSERAA Markets Limited, also an indirect wholly owned subsidiary of SHK.

Fri5 & 237,541,990 B A% {7 ©

2. BAWESREBAEEELMESZENEZR 2. Through AP Jade Limited and AP Emerald Limited, direct and indirect

AJAP Jade Limited &2 AP Emerald Limited¥s wholly owned subsidiaries of APL respectively, APL owned approximately
BHBEDBITIRALNT499%EE + IR 74.99% interest in the issued share capital of SHK and was therefore
EREFTBEMBE 2 RD 2R - deemed to have an interest in the shares in which SHK was interested.

3. WEFEFMIEEFAF 2R —#425510,6030% 3. The figure refers to the same interest of SHK in 425,510,603 shares.
Wty 2z -

4, BAESERBREBAWMEBEHITRALY 4 AGL owned approximately 74.93% interest in the issued share capital of

74.93% M - MR IEHEE A MERNIZE APL and was therefore deemed to have an interest in the shares in
2RIz o which APL was interested.

5. FBALE  TREBLLIRFRIEBLEARSE 5. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the

BEEFELL TrustZ 5t A - BESHBEHS trustees of the LL Trust, being a discretionary trust. They together owned
BB BITIRALL40.06% 5 - HIEEER approximately 40.06% interest in the issued share capital of AGL and
EMEREMBEAEZRD 2 ° were therefore deemed to have an interest in the shares in which AGL

was interested.

6. #61,560,7000% A% 17 B Classic Fortune 6. The 61,560,700 shares were held by Honest Opportunity Limited (“HOL"),

Limitedz 2 & [ff J& A &l Honest Opportunity a wholly owned subsidiary of Classic Fortune Limited which in turn was
Limited (HOLl ) #% & - ifi Classic Fortune a wholly owned subsidiary of COL. COL was therefore deemed to have
LimitedBl R B @B 2 2 EWB AR ° an interest in 61,560,700 shares in which HOL was interested.

o PEBEKERABBEHOLIEA 2
61,560,700 J& 10 2 HE 25 ©

7. %R BANAF)T78,800,0000FE EMiMIAE 7.  The interest was 78,800,000 unlisted physically settled warrants of the

MEE 2RBREIMEE 2 KR A Company giving rise to an interest in 78,800,000 underlying shares of
78,800,000/ #H B i 5 < #E & o the Company.

L e HESEATR  c RZZTTHF+H All the interests stated above represent long positions. As at 31st
=+—8 BREZBLFHEENE3B6EAT December, 2005, no short positions were recorded in the register
Bz ERMTE - WEXERE - required to be kept under section 336 of the SFO.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

During the year and up to the date of this report, the following
Directors (not being the Independent Non-Executive Directors) are
considered to have interests in the businesses which compete or are
likely to compete with the businesses of the Group pursuant to the
Listing Rules as set out below:

1. Mr. Patrick Lee Seng Wei is a director of Sun Hung Kai & Co.
Limited which, through certain of its subsidiaries, is partly
engaged in the business of money lending.

2. Messrs. Patrick Lee Seng Wei and Li Chi Kong are directors of
Allied Properties (H.K.) Limited which, through a subsidiary, is
partly engaged in the business of money lending.

3. Mr. Edwin Lo King Yau is a director of Allied Group Limited
which, through certain of its subsidiaries, is partly engaged in
the business of money lending. Both Messrs. Edwin Lo King Yau
and Li Chi Kong are directors of AG Capital Limited, a subsidiary
of Allied Group Limited, which is partly engaged in the business
of money lending. Also, Mr. Edwin Lo King Yau is a director of
The Building and Loan Agency (Asia) Limited (formerly known as
Goldnet Investment Limited), a subsidiary of Allied Group Limited,
which was partly engaged in the business of money lending. Mr.
Li Chi Kong was a director of The Building and Loan Agency
(Asia) Limited and resigned on 7th December, 2005.

As the Board of Directors of the Company is independent from the
boards of the abovementioned companies and none of the above
Directors can control the Board of the Company, the Group is capable
of carrying on its businesses independently of, and at arm’s length
from, the businesses of such companies.

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited



EEEHRES

Directors’ Report

BERS

ARRZ —HFE2EMBRR LBHS
HRAERRE ([ L&A B EEKE
ZEZBRR AR ([ LEXKER])
R—NAWAEF+ZRA+RBFIZ—HE
2 Bt ERORMAE TR MR
AT LEAORER ([ZX5]) - BE
“ETERETA=T—BLEFE  Z
R 5 HEES5,852,0008 7T c X HE
RARBZFBERERS °

BIFRTESRD
&R 5]y

BERURD  LHER

() RAEBZz-REABEBBER

g
(i) R MREEERRT

(i) BREREZZ D2 AOERT T
TEAFEERER LFAAAT
BRZFIE R

TTRERFREE

(iv) RSN
REzEHE&=REHE 2

CONNECTED TRANSACTIONS

A leasing agreement was entered into between Shanghai Allied
Cement Co., Ltd. (“Shanghai SAC"), a non-wholly owned
subsidiary of the Company, and Shanghai Cement Factory
("SCF"), a substantial shareholder of Shanghai SAC, on 16th
December, 1995, pursuant to which certain equipments and
facilities were leased from SCF for the use of Shanghai SAC (the
“Transaction”). The aggregate amount of the Transaction for
the year ended 31st December, 2005 amounted to
HK$5,852,000. The Transaction constituted a continuing
connected transaction of the Company.

The Independent Non-Executive Directors have reviewed the
Transaction and confirmed that the Transaction was:

(i) entered into in the ordinary and usual course of business of
the Group;

(ii) conducted on normal commercial terms;

(iii) entered into in accordance with the terms of the leasing
agreement governing the Transaction and was fair and
reasonable and in the interests of the shareholders of the
Company as a whole; and

(iv) the aggregate annual amount of the Transaction in 2005
was within the relevant maximum amount as agreed by the
Stock Exchange.
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As disclosed in the press announcement of the Company dated
21st January, 2005, Shine Star Properties Limited (“Shine Star”),
a wholly owned subsidiary of the Company, entered into a sale
and purchase agreement (the “Hing Yip Agreement”) with Sun
Hung Kai International Investment Management Limited (“SHKI")
and Hing Yip Holdings Limited (“Hing Yip”) on 30th December,
2004, pursuant to which (i) Shine Star agreed to sell and SHKI
agreed to purchase the entire issued share capital of Hing Yip;
and (ii) Shine Star agreed to assign and SHKI agreed to take as
an assignment of the benefits of the shareholder’s loan in the
sum of HK$10,172,709 due from Hing Yip to Shine Star as at
23rd December, 2004, at the aggregate consideration of
RMB14,634,180 (equivalent to approximately HK$13,805,830)
payable from SHKI to Shine Star. Subsequently, Shine Star also
entered into another sale and purchase agreement (the “Sing
Hing Agreement”) with SHKI and Sing Hing Investment Limited
("Sing Hing”) on 19th January, 2005, pursuant to which (i) Shine
Star agreed to sell and SHKI agreed to purchase the entire issued
share capital of Sing Hing; and (ii) Shine Star agreed to assign
and SHKI agreed to take as an assignment of the benefits of the
shareholder’s loan in the sum of HK$26,934,275 due from Sing
Hing to Shine Star as at 18th January, 2005, at the aggregate
consideration of RMB40,786,200 (equivalent to approximately
HK$38,477,547) payable from SHKI to Shine Star.

Since SHKI is a direct wholly owned subsidiary of Sun Hung Kai
& Co. Limited (“SHK"”) which is a substantial shareholder (as
defined in the Listing Rules) of the Company, SHKI is a connected
person of the Company. Accordingly, both the Hing Yip
Agreement and the Sing Hing Agreement constituted connected
transactions for the Company under the Listing Rules.

The entering into and performance of the Hing Yip Agreement
was subject to the reporting and announcement requirements
but is exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.
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When the considerations received by the Company under the
Hing Yip Agreement and the Sing Hing Agreement were
aggregated under Rules 14A.25 and 14A.26 of the Listing Rules,
the entering into and performance of the Sing Hing Agreement
was subject to the reporting, announcement and independent
shareholders’ approval requirements under Chapter 14A of the
Listing Rules. The ordinary resolution approving the Sing Hing
Agreement was passed by the independent shareholders of the
Company by poll at the extraordinary general meeting held on
18th March, 2005.

As disclosed in the press announcement of the Company dated
22nd February, 2005, Tian An (Shanghai) Investments Co., Ltd.
(“Tian An Shanghai”), a wholly owned subsidiary of the
Company, entered into two agreements (the “Tiandu
Agreements”) respectively with Nanjing Changjiang Development
Joint Stock Limited (“Changfa”) and Nanjing City Jianye District
Town Infrastructure Integrated Development Company (“Jianye”)
on 22nd February, 2005, pursuant to which each of Changfa
and Jianye agreed to sell and Tian An Shanghai agreed to
purchase from each of them a 20% interest in the registered
capital of Nanjing Tiandu Industry Co., Ltd. (“Tiandu”), a non-
wholly owned subsidiary of the Company, at the considerations
of RMB10,209,600 (equivalent to approximately HK$9,631,700)
and RMB10,209,600 (equivalent to approximately HK$9,631,700)
payable to Changfa and Jianye respectively. Since Changfa and
Jianye, each holding a 20% interest in the registered capital of
Tiandu, were substantial shareholders (as defined in the Listing
Rules) of Tiandu, Changfa and Jianye were connected persons
of the Company. Accordingly, the entering into and performance
of the Tiandu Agreements constituted connected transactions of
the Company under Rule 14A.13(1)(a) of the Listing Rules and
were aggregated under the Listing Rules, which were subject to
the reporting, announcement and shareholders’ approval
requirements under the Listing Rules. The ordinary resolution
approving the Tiandu Agreements was passed by the shareholders
of the Company by poll at the extraordinary general meeting
held on 20th April, 2005.
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As disclosed in the press announcement of the Company dated
2nd March, 2005, Join View Development Limited (“Join View"),
an indirect wholly owned subsidiary of the Company, entered
into a loan agreement (the “Loan Agreement”) with Ranbridge
Finance Limited (“Ranbridge”) and the Company on 2nd March,
2005, pursuant to which Ranbridge agreed to make available to
Join View a revolving credit facility up to HK$100,000,000 (the
“Loan Facility”) for its general working capital and the Company
agreed to guarantee the repayment of the loan under the Loan
Facility. Ranbridge is a direct wholly owned subsidiary of SHK, a
substantial shareholder (as defined in the Listing Rules) of the
Company, and therefore, a connected person of the Company.
Accordingly, the transaction under the Loan Agreement
constituted a continuing connected transaction for the Company
under the Listing Rules and was subject to the reporting,
announcement and independent shareholders’ approval
requirements under the Listing Rules. Since the consideration
ratio (as defined in the Listing Rules) for such transaction was
more than 5% but less than 25%, it also constituted a
discloseable transaction for the Company under the Listing Rules.
The ordinary resolution approving the Loan Agreement was
passed by the independent shareholders of the Company by poll
at the extraordinary general meeting held on 20th April, 2005.

Subsequently, as disclosed in another press announcement of
the Company dated 8th November, 2005, Join View entered
into a supplemental loan agreement (the “Supplemental Loan
Agreement”) with Ranbridge and the Company, Sky Full
Enterprises Limited (“Sky Full”), an indirect wholly owned
subsidiary of the Company, and Tian An Real Estate Agency
(China) Limited (“Tian An Real Estate Agency”), another indirect
wholly owned subsidiary of the Company, on 7th November,
2005, pursuant to which Ranbridge agreed with Join View to
increase the Loan Facility under the Loan Agreement from
HK$100,000,000 to HK$280,000,000 (the “Supplemental Loan
Facility”) for its general working capital and the Company, Sky
Full and Tian An Real Estate Agency agreed to jointly and severally
guarantee the repayment the loan under the Supplemental Loan
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Facility. In addition, as security for all moneys payable by Join
View under the Loan Agreement as supplemented by the
Supplemental Loan Agreement, Tian An China Hotel and Property
Investments Company Limited, a wholly owned subsidiary of the
Company, and Oxwell Holdings Limited, an indirect wholly owned
subsidiary of the Company, agreed to create a mortgage in favour
of Ranbridge over their entire shareholding in Sky Full (the “Sky
Full Share Mortgage”) whereas Tian An Real Estate (Dalian)
Company Limited, another indirect wholly owned subsidiary of
the Company, agreed to create another mortgage in favour of
Ranbridge over its entire shareholding in Tian An Real Estate
Agency (the "Tian An Share Mortgage”). Accordingly, the
transactions under the Supplemental Loan Agreement, the Sky
Full Share Mortgage and the Tian An Share Mortgage constituted
non-exempt continuing connected transactions for the Company
under the Listing Rules and were subject to the reporting,
announcement and independent shareholders’ approval
requirements under the Listing Rules. Since the consideration
ratio (as defined in the Listing Rules) for such transactions was
more than 5% but less than 25%, they also constituted
discloseable transactions for the Company under the Listing Rules.
The ordinary resolution approving the Supplemental Loan
Agreement, the Sky Full Share Mortgage and the Tian An Share
Mortgage was passed by the independent shareholders of the
Company by poll at the extraordinary general meeting held on
6th December, 2005. The maximum amount of the Supplemental
Loan Facility utilised for the year ended 31st December, 2005
amounted to HK$250,000,000, of which HK$5,000,000 was
repaid in 2005. The balance of the loan amount as at 31st
December, 2005 was HK$245,000,000.

The Independent Non-Executive Directors have reviewed the
Supplemental Loan Facility and confirmed that the Supplemental

Loan Facility was:

(i) entered into in the ordinary and usual course of business of
the Group;

(ii) conducted on normal commercial terms;
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CONNECTED TRANSACTIONS (CONTINUED)

(iii) entered into in accordance with the terms of the Loan
Agreement as supplemented by the Supplemental Loan
Agreement governing the Supplemental Loan Facility and
was fair and reasonable and in the interests of the
shareholders of the Company as a whole; and

(iv) the aggregate annual amount of the Supplemental Loan
Facility in 2005 was within the relevant maximum amount
as agreed by the Stock Exchange.

As disclosed in the press announcement of the Company dated
17th March, 2005, Tian An Investment Company Limited (“Tian
An Investment”), a wholly owned subsidiary of the Company,
entered into a disposal agreement (the “CZTA Real Estate
Agreement”) with Changzhou Changjiang Economic Technology
Development Company Limited (“Changzhou Changjiang”) on
3rd February, 2005 in relation to the disposal of 51% interest in
the registered capital of Changzhou Tianan Real Estate
Development Co., Ltd. (“CZTA Real Estate”) by Tian An
Investment to Changzhou Changjiang at the aggregate
consideration of RMB8,070,000 (equivalent to approximately
HK$7,613,200) payable to Tian An Investment (the “Disposal”).
The Disposal pursuant to the CZTA Real Estate Agreement
constituted a non-exempt connected transaction for the Company
under Rule 14A.16(5) of the Listing Rules (by virtue of the fact
that the revenue ratio (as defined in the Listing Rules) was more
than 2.5% but less than 25% and the total consideration based
on Tian An Investment’s 51% interest in net asset value of CZTA
Real Estate as at 31st December, 2004 pursuant to Rule 14.15
exceeded HK$10,000,000) and was therefore subject to the
reporting, announcement and independent shareholders’ approval
requirements under the Listing Rules.
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In addition, on 3rd February, 2005, Tian An Shanghai entered
into an acquisition agreement (the “CZTA City Development
Agreement”) with Changzhou Changjiang in relation to the
acquisition of 10% interest in the registered capital of Changzhou
Tian An City Development Co., Ltd. ("CZTA City Development”)
by Tian An Shanghai from Changzhou Changjiang at the
aggregate consideration of RMB2,194,000 (equivalent to
approximately HK$2,069,800) payable to Changzhou Changjiang;
and Tian An Shanghai also entered into another acquisition
agreement (the “CZTA Yuan Cheng Agreement”) with
Changzhou Changjiang in relation to the acquisition of 10%
interest in the registered capital of Changzhou Tian An Yuan
Cheng Real Estate Development Company Limited (“CZTA Yuan
Cheng”) by Tian An Shanghai from Changzhou Changjiang with
no consideration payable to Changzhou Changjiang as
Changzhou Changjiang has not yet contributed any of the
registered capital to CZTA Yuan Cheng (the “Acquisitions”).
Changzhou Changjiang was a substantial shareholder (as defined
in the Listing Rules) of CZTA City Development and CZTA Yuan
Cheng and thus a connected person of the Company under the
Listing Rules by virtue of its interests of 10% and 10% in the
registered capitals of CZTA City Development and CZTA Yuan
Cheng respectively, which are non-wholly owned subsidiaries of
the Company. The Acquisitions pursuant to the CZTA City
Development Agreement and the CZTA Yuan Cheng Agreement
thus constituted connected transactions for the Company and
as the applicable percentage ratios of the Acquisitions were less
than 2.5% under Rule 14A.32(1) of the Listing Rules, they were
subject to reporting and announcement requirements.

As both the Disposal and the Acquisitions were contemplated
under a similar context to enhance the Group’s residential
property portfolio for long-term development, motions had been
put forward to the independent shareholders of the Company
for their full consideration and the ordinary resolution approving
the Disposal and the Acquisitions was passed by the independent
shareholders of the Company by poll at the extraordinary general
meeting held on 27th April, 2005.
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As disclosed in the press announcement of the Company dated
16th December, 2005, the Company entered into a sharing of
administrative services and management services agreement (the
“Services Agreement”) with Allied Group Limited (“AGL") on
15th December, 2005, pursuant to which the Company agreed
to reimburse AGL the costs incurred in respect of the
administrative services, which included the secretarial services,
provision of registered office address, utilities, courier and
delivery, telephone (including international telephone), internet,
photocopying and other ancillary office services provided by AGL
to the Group (the “Administrative Services”) and management
services, which included the management, strategic and business
advice provided by the senior management of AGL to the Group
(the “Management Services”). Since AGL is a substantial
shareholder (as defined in the Listing Rules) of the Company
through its interests in its subsidiaries, Allied Properties (H.K.)
Limited and SHK, AGL is a connected person of the Company.
Accordingly, the entering into of the Services Agreement and
the transactions regarding the sharing of the Management
Services contemplated thereunder constituted continuing
connected transactions of the Company under Rule 14A.14 of
the Listing Rules, which are subject to the reporting and
announcement requirements but are exempt from the
independent shareholders’ approval requirements under the
Listing Rules. The transactions regarding the sharing of the
Administrative Services between the Company and AGL
contemplated under the Services Agreement are exempt from
the reporting, announcement and independent shareholders’
approval requirements under Rules 14A.31(8) and 14A.33(2) of
the Listing Rules. The aggregate amount of the Management
Services for the year ended 31st December, 2005 amounted to
HK$3,200,000.

The Independent Non-Executive Directors have reviewed the
transactions regarding the sharing of the Management Services

and confirmed that the transactions were:

(i) entered into in the ordinary and usual course of business of
the Group;

(ii) conducted on normal commercial terms;
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CONNECTED TRANSACTIONS (CONTINUED)

(iii) entered into in accordance with the terms of the Services
Agreement governing the transactions regarding the sharing
of the Management Services and was fair and reasonable
and in the interests of the shareholders of the Company as
a whole; and

(iv) the aggregate annual amount of the Management Services

in 2005 was within the relevant maximum amount as agreed

by the Stock Exchange.

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 year.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the

"Corporate Governance Report” on pages 44 to 58.
PUBLIC FLOAT

As at the date of this report, the Company has maintained a sufficient
public float under the Listing Rules, based on the information that is
publicly available to the Company and within the knowledge of its
Directors.

DONATIONS

During the year, the Group made charitable donations amounting to
HK$9,000.
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AUDITORS

The financial statements for the year ended 31st December, 2005
were audited by Messrs. Deloitte Touche Tohmatsu. A resolution to
re-appoint Messrs. Deloitte Touche Tohmatsu as Auditors of the
Company will be proposed at the forthcoming Annual General
Meeting.

On behalf of the Board
Patrick Lee Seng Wei
Chairman

Hong Kong, 31st March, 2006

KELZHRBEEZEEHFMRAE Tian An China Investments Company Limited
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TO THE MEMBERS OF

TIAN AN CHINA INVESTMENTS COMPANY LIMITED
(incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 87 to 207 which
have been prepared in accordance with accounting principles generally
accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Companies Ordinance requires the directors to prepare financial
statements which give a true and fair view. In preparing financial
statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely
to you, as a body, in accordance with section 141 of the Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of
this report.

Basis of opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates
and judgments made by the directors in the preparation of the
financial statements, and of whether the accounting policies are
appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.
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We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance as
to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis for
our opinion.

Opinion

In our opinion the financial statements give a true and fair view of
the state of affairs of the Company and the Group as at 31st
December, 2005 and of the profit and cash flows of the Group for
the year then ended and have been properly prepared in accordance
with the Companies Ordinance.

DELOITTE TOUCHE TOHMATSU
Certified Public Accountants

Hong Kong, 31st March, 2006
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Turnover
Cost of sales

Gross profit

Other operating income

Marketing and distribution costs

Administrative expenses

Other operating expenses

Fair value gain on transfer of properties held
for sale to investment properties

Increase in fair value of investment properties

Write-down of inventories of properties

Allowance for doubtful debts

Amortisation of properties for development

Discount on acquisition of additional
interests in subsidiaries

Finance costs

Share of results of associates

Share of results of jointly controlled entities

Impairment loss on interests in associates

Profit before taxation
Taxation

Profit for the year
Attributable to:

Equity holders of the Company
Minority interests

Earnings per share
Basic

Diluted

Pt &
NOTES

22c¢

11

12

15

2005 2004
FET FH&T
HK$’000 HK$'000
(E5)
(Restated)
1,397,100 1,973,098
(1,196,586) (1,382,665)
200,514 590,433
102,162 74,085
(42,572) (39,219)
(131,742) (124,592)
(12,441) (13,066)
160,622 -
132,285 -
(51,784) (27,889)
(18,212) (21,290)
(16,900) (15,170)
25,290 -
(107,086) (76,353)
15,122 (8,964)
82,125 36,158
(17,451) -
319,932 374,133
(117,399) (168,718)
202,533 205,415
202,540 183,737
(7) 21,678
202,533 205,415
AL AL
HK cents HK cents
23.1 23.1
23.1 22.8
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Non-Current Assets
Property, plant and equipment
Investment properties
Intangible asset
Properties for development
Deposits for acquisition of properties

for development
Prepaid lease payments on land use rights
Interests in associates
Interests in jointly controlled entities
Other investment
Investments in securities
Available-for-sale investments
Amounts due from minority shareholders
Goodwill on consolidation
Instalments receivable
Deferred tax assets

Current Assets
Inventories of properties in the PRC
— under development
— completed
Other inventories
Amounts due from associates
Amounts due from jointly controlled entities
Amounts due from minority shareholders
Loans receivable
Instalments receivable
Trade and other receivables, deposits
and prepayments
Prepaid lease payments on land use rights
Investments in securities
Investments held for trading
Prepaid tax
Pledged deposits
Bank balances and cash

Assets classified as held for sale

KXEZFRBEEEERAT Tian An China Investments Company Limited

B &£

NOTES

16
17
18
19

20
22
23
24
25
26
32
27
29
43

30

31

32
32
29

33
20
25
34

50
32

35

2005 2004
FEx FAT
HK$'000 HK$'000
(E731)
(Restated)
565,052 507,982
2,305,922 1,214,400
7,013 -
1,161,723 896,360
1,568,406 1,775,050
31,319 29,766
540,312 521,084
716,854 844,817
- 40,737
- 3,877

3,202
8,574 3,314
39,386 39,386
45,475 92,009
4,950 -
6,998,188 5,968,782
400,037 1,375,767
969,441 762,151
34,929 35,476
14,188 -
1,279 -

3,377
61,715 19,373
43,738 8,479
528,534 638,296
924 718
- 7,860
9,787 -
14,879 14,352
68,270 75,647
565,673 451,762
2,716,771 3,389,881
186,005 -
2,902,776 3,389,881
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EF
FHE

Current Liabilities

Trade and other payables

Pre-sale deposits

Tax liabilities

Dividends payable to minority shareholders
Interest-bearing borrowings

Interest-free borrowings

Net Current (Liabilities) Assets

Capital and Reserves
Share capital
Reserves

Equity attributable to equity holders
of the Company
Minority interests

Total Equity

Non-Current Liabilities
Trade payables
Interest-bearing borrowings
Interest-free borrowings
Deferred rental income

from a tenant
Rental deposits from tenants
Membership debentures
Deferred tax liabilities

FY &
NOTES

36

39
40

37
38

39
40

41

42
43

2005 2004
FET FHT
HK$’000 HK$'000
(E31))

(Restated)

1,181,929 969,729
84,896 158,625
92,792 49,290
12,335 3,986
1,532,320 1,673,852
143,060 168,085
3,047,332 3,023,567
(144,556) 366,314
6,853,632 6,335,096
175,094 175,094
4,481,008 4,181,310
4,656,102 4,356,404
416,889 451,110
5,072,991 4,807,514
4,644 -
747,344 528,538
72,664 149,087
110,648 -
15,306 -
30,205 51,485
799,830 798,472
1,780,641 1,527,582
6,853,632 6,335,096

Edwin Lo King Yau

EElBNRE
and are signed on its behalf by:
EF Patrick Lee Seng Wei
BRWH Director

Director

The financial statements on pages 87 to 207 were approved and
authorised for issue by the Board of Directors on 31st March, 2006

Tian An China Investments Company Limited X% % & AR A 7

89



ERBEE

ME - BB LERE
iINON= NG £
RARES AR Z

RBEE

Ho A & YR
B RIEMNK
RITEFLRE

RBAE
H A & BR 3K
MEAE
B B 18 3K

RBAEERE

B AR e e
&N
ff 18

EF
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Non-Current Assets

Property, plant and equipment
Interests in subsidiaries

Interests in jointly controlled entities

Current Assets

Other receivables, deposits
and prepayments

Bank balances and cash

Current Liabilities

Other payables

Tax liabilities
Interest-bearing borrowings

Net Current Liabilities

Capital and Reserves
Share capital
Reserves

Non-Current Liabilities
Interest-bearing borrowings
Interest-free borrowings

EF Patrick Lee Seng Wei
BEW

Director

KXEZFRBEEEERAT Tian An China Investments Company Limited

MY &
NOTES

16
21
23

33
32

36

39

37

38

39
40

2005 2004
FER THET
HK$'000 HK$'000
1,958 2,746
4,264,616 4,193,903
5,876 5,876
4,272,450 4,202,525
11,721 6,379
1,111 61,420
12,832 67,799
11,789 17,459
13,914 13,914
201,018 243,255
226,721 274,628
(213,889) (206,829)
4,058,561 3,995,696
175,094 175,094
3,734,318 3,615,059
3,909,412 3,790,153
78,405 78,405
70,744 127,138
149,149 205,543
4,058,561 3,995,696

Edwin Lo King Yau

Director
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(For the year ended 31st December, 2005) COnsolidated Statement of Changes in Equity

FARRER
Attributable to equity holders of the Company
RENE
KHER BARE EXYD EMBRE REER
REEE R e B Investment e YERR
K& Share  Special  Capital Exchange  property Investment HfifiE  2itEA $:3
Share  premium capital redemption equalisation revaluation revaluation Other Accumulated @i Minority @it
capital  account  reserve  reserve  reserve  reserve  [feserve  reserves profits Total interests Total

Tér TRz TEx TRz TEx  TEx  TEx  TEx  TEr  TEr  TER  TEx
HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000

HZFEME-F-H At 1st January, 2004
REZ5 As originally stated 1,567,468 198,839 1544171 130,675 (28,754) 269,528 (23,244) 1,769 287,092 3,947,544 433139 4,380,683
EHHRENIYE Effects of changes in accounting

(Krt23) policies (notes 2 and 3) - - - - - 51,509 - - (69,730)  (18,221)  (49,018)  (67,239)
&J As restated 1,567,468 198,839 1,544,171 130,675 (28,754) 321,037 (23,244 1,769 217362 3,929,323 384121 4313444
A% Surplus on revaluation = = = = - 83 = = - 83 (1178) 81,156
EffEEETERA Deferred tax liabilties arising

=L on revaluation - - - - - (18,746) - - - (18,746) 815 (17.931)
REBN2BAEE Exchange differences arising on

JERER translation of foreign operations - - - - 24 - - - - 24 245 469
ERRERERL Income recognised directly

WA in equity - - - - 24 63,588 - - - 63,812 (118) 63,094
HERENEZEER Released on disposal of

E investment properties - - - - - (3,949) - - - (3,949) (682) (4,631)
AERER Profit for the year - - - - - - - - 183737 183737 21678 205415
RERRAZNZ Total recognised income and

a5 expense for the year - - - - 24 59,639 - - 183,737 243,600 20,878 264,478
TEARERm AR Shares issued at premium

ELPA ) on exercise of warrants B3 158305 - - - - - - - 18363 - 183,63
BERR Share repurchased (16) = = 16 = = = = (155) (155) = (155)
SRR Capital contribution from

BRER minority shareholders - - - - - - - - - - 4912 491
KRERRERA Transfer from special capital

23t reserve to accumulated profits - - (1,544,171) - - - - - 1,544,171 - - -
rus:l) v Effect of reduction of

7a share capital (1,417,669) - 1417669 - - - - - - = = =
REEHBARMmEN Minority interests assumed

SRR ER through acquisition of subsidiaries - - - - - - - - - - 86614 86614
WENBARENER Decrease in minority interests as

B0 Ve i aresult of acquisition of

0 additional interests in subsidiaries - - - - - - - - - - (6,629  (6,629)
BALMERE Transfer to other reserves = = = = = = = 5763 (5,763) = = =
RenE Dividend appropriation - - - - - - - - - - (38786)  (38786)
RZZEMEFZA=+—H  At31st December, 2004 175,094 357,164 1,417,669 130,691 (285300 380,676 (23,244) 7532 193935 4356404 451,110 4,807,514

Tian An China Investments Company Limited X% & EEGRE R 7

91



BERBIBEHR gz-zzrst-A=+-815R)

Consolidated Statement of Changes in Equity (or the year ended 315t December, 2005)

KRERRER
Attributable to equity holders of the Company
RENZ
fhEx HARE  ERYD  EfBR  REER
RAEE e IRER L1 %  Investment Ei HYBR
Bk Share Special Bk Gopitel ~ Exchange  property Investment  EHEE it {13
Share  premium capital Warrant ~ redemption equalisation revaluation  revaluation Other  Accumulated B Minority i
capital account Teserve Teserve Teserve Teserve reserve reserve - reserves profits Total  interests Total

Tér TRz TRz TRz Tz TEx  TEx  TEx  TEx  TEr  TER  TEn  TER
HKS'000 HKS'000 HK§'000 HKS'000 HK§'000 HKS'000 HK$'000 HK§'000 HKS 1000 HKS'000 HKS 000 HKS 000 HKS000

WZE5RE-A-R At 1t January, 2005 175,094 357,164 1,417,669 - 130,691 (28530) 380,676 (23,244) 7532 193935 4,356,404 451,110 4,807,514
SHHRRH LTS Fffects of changes n accounting

(k) ool (rotes 23 - - - - - - (380676 - o360 15014 19361 34375
4] As restated 175,094 357,164 1,417,669 - 130,691 (28,530) - (23,244) 7532 233508 4371418 470471 4,841,889
DEEZED Increase in far vl - - - - - - - - - um S Vil
RRERBLATENES  Revaluaton arsing from acquiston of

fifetiEfh additonal nterests in subsidaries - - - - - - - - (3733) - 3733 3733 -
LENZBERLE Released on disposal of properties - - - - - - - - 45 - 45 - 45
BEEAFRAREL Exchange diferences arising on

EizZ ranlation of foreign operations - - - - - 53,641 - - - - 53,641 8,354 61,995
BRRERED NN Income recognised dircty in equity - - - - - B3EM - (3.308) - 43 12087 8643
REREN Proftfor the year - - - - - - - - - 202540 202,540 0 20253
RERRAL Totalrecognised income and

g expense for the year = = - - - 53,641 - 24,011 (3,308) 202,540 276,884 12,080 288,964
LidkER Iste of warrants = = = 7,800 = = = = = = 7,800 = 7,800
HEREL Capital contribution from

EREH minorty shareholders - - - - - - - - - - - 14 142
KEHBRAENMER Decrease in minorty interests as

EH)URRER a resut of acquiston of additonal

7o interests in Subsidiaries - - - - - - - - - - - (50578)  (50,578)
BARBER Transfer to other reserves = = = = = = = = 647 (647) = = =
REAR Dividend appropriation - - - - - - - - - - - (15200 (15226)
WZEERETZA=T-H  At31st December, 2005 175,094 357,164 1,417,669 7,800 130,691 25,111 - 767 4871 2,536,935  4,65%,102 416,889 5,072,991

92 AELZHRBEEZEEAFMRAE Tian An China Investments Company Limited
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OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Other operating income
- Dividend income
- Interest income on bank deposits
and receivables
- Imputed interest income on non-current interest-free
receivables
— Gain arising from changes in fair value
of financial liabilities
- Increase in fair value of investments
held for trading
- Waiver of interest expenses accrued in prior years
Other operating expenses
- Net realised loss on disposal of
investment properties
- Net realised loss on
disposal of associates
- Net realised loss on disposal of
a jointly controlled entity
- Net realised loss on disposal of
non-trading securities
- Net unrealised loss on
trading securities
- Loss arising from changes in fair value of financial assets
Write-down of inventories of properties
Fair value gain on transfer of properties
held for sale to investment properties
Increase in fair value of investment properties
Discount on acquisition of additional interests
in subsidiaries
Share of results of
- associates
— jointly controlled entities
Impairment loss on interests in associates
Interest expenses
Depreciation and amortisation
Allowance for doubtful debts
Loss on disposal and write-off of property,
plant and equipment

Operating cash inflows before movements
in working capital

Decrease in inventories of properties
in the PRC

Increase in properties for development and deposits for
acquisition of properties for development

Decrease (increase) in other inventories

Decrease in trade and other receivables,
deposits and prepayments

Decrease in instalments receivable

Increase in trade and other payables

Decrease in pre-sale deposits

Increase in rental deposits from tenants

Cash generated from operations
PRC income tax paid
PRC income tax refunded

NET CASH FROM OPERATING
ACTIVITIES

2005 2004
TART TExT
HK$'000 HK$'000
(E51)
(Restated)
319,932 374,133
(551) (6,008)
(8,994) (19,670)
(7,393) -
(9,144) -
(1,786) =
(19,420) (5,692)
1,190 4282
- 692
3,287 -
- 29
- 940
3,802 -
51,784 27,889
(160,622) =
(132,285) -
(25,290) -
(15,122) 8,964
(82,125) (36,158)
17,451 -
107,086 76,353
43,593 35,966
18,212 21,290
249 269
103,854 483,279
228,459 113,725
(304,669) (311,009)
547 (2,802)
80,907 166,822
281 9,406
334,985 72,866
(73,729) (67,947)
15,306 -
385,941 464,340
(80,700) (68,176)
289 1,465
305,530 397,629

Tian An China Investments Company Limited X% % & AR A 7
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INVESTING ACTIVITIES
Interest received
Dividends received from:
— associates
- jointly controlled entities
- other investments and
trading securities
Purchase of property, plant and equipment
Proceeds from disposal of property,
plant and equipment
Purchase of investment properties
Proceeds from disposal of investment
properties
Prepaid lease payment for land use rights
Purchase of intangible asset
Purchase of subsidiaries
(net of cash and cash equivalents
acquired)
Payment of outstanding cash consideration
for acquisition of subsidiaries in prior year
Purchase of additional interests in subsidiaries
Capital contribution to an associate
Proceeds from disposal of a jointly
controlled entity
Advances to associates
Repayment from associates
Advances to jointly controlled entities
Repayment from jointly controlled entities
Advances to minority shareholders
Repayment from minority shareholders
Proceeds on disposal of non-trading securities
Repayment from an investee company
Loans advanced
Increase (decrease) in pledged bank deposits
with maturity of more than three months

NET CASH USED IN INVESTING
ACTIVITIES

KXEZFRBEEEERAT Tian An China Investments Company Limited

2005 2004

Y& TERL TET
NOTES HK$'000 HK$'000
18,515 6,279

7,231 559

60,324 62,648

551 6,008
(45,067) (164,399)

918 750
(47,272) (28,431)

10,362 52,317
(324) (14,455)

(7,099) =
44 - (53,153)
- (45,561)
(25,288) (6,629)

(32,456) =

7,759

- (998)

8,628 =
- (21,319)

15,647 -

(13,012) =

- 774

- 443

2,830 471

(42,342) =
1,377 (64,072)
(72,718) (268,768)
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FINANCING ACTIVITIES

Interest paid

Dividends paid to minority shareholders
Proceeds from issue of shares

Consideration for issue of warrants

Payment and other costs for repurchase of shares
New bank and other loans

Repayment of bank and other loans

Repayment of promissory notes

Advances from minority shareholders
Repayment to minority shareholders

Capital contribution from minority shareholders
Advances from associates

Repayment to an associate

Advances from jointly controlled entities
Repayment to jointly controlled entities
Advances of membership debentures
Repayment of membership debentures

NET CASH (USED IN) FROM FINANCING
ACTIVITIES

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT 1ST JANUARY

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS
AT 31ST DECEMBER

ANALYSIS OF THE BALANCES OF CASH AND
CASH EQUIVALENTS
Bank balances and cash
Bank overdrafts

2005 2004
TR TET
HK$"000 HK$'000
(124,622) (132,580)
(6,877) (39,532)

- 183,636

- 7,800

- (155)
1,472,716 1,235,826
(1,472,080) (945,275)
- (267,563)

- 16,355
(33,620) =
142 4,912
3,965 =

- (1,822)

- 4,186
(39,739) =
395 =

- (124)
(199,720) 65,664
33,092 194,525
437,859 242,865
28,388 469
499,339 437,859
565,673 451,762
(66,334) (13,903)
499,339 437,859
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The Company is a public limited company incorporated in Hong Kong
and its shares are listed on The Stock Exchange of Hong Kong Limited
(the ”Stock Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed in the
“Corporate Information” section to the annual report.

The financial statements are presented in Hong Kong dollars, which
is the same as the functional currency of the Company.

The principal activities of the Group are property development and
investment, golf course operation, the provision of hotel and property
management, investment holding and the sale of construction
materials.

In the current year, the Group has applied, for the first time, a
number of new and revised Hong Kong Financial Reporting Standards
("HKFRSs"),
Interpretations (“INTs"”) (hereinafter collectively referred to as “new
HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA") that are effective for accounting periods

Hong Kong Accounting Standards (“HKASs”) and

beginning on or after 1st January, 2005. The application of the new
HKFRSs has resulted in a change in the presentation of the
consolidated income statement, consolidated balance sheet and
consolidated 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 also resulted in changes to the Group’s accounting
policies in the following areas that have an effect on how the results
for the current and prior accounting years are prepared and presented.

KXEZFRBEEEERAT Tian An China Investments Company Limited
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Business combinations
HKFRS 3 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:

“Business Combinations”

Goodwill

In previous years, 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 on 1st January,
2005 eliminated the carrying amount of the related accumulated
amortisation of HK$24,941,000 with a corresponding decrease in the
cost of goodwill (note 27). The Group has discontinued amortising
such goodwill from 1st January, 2005 onwards and such goodwill
will be tested for impairment at least annually. 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 year. Comparative figures for 2004
have not been restated (see note 3 for the financial impact).

“The Effects
which requires goodwill to

In the current year, the Group has also applied HKAS 21
of Changes in Foreign Exchange Rates”
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 the 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. Therefore, no prior period adjustment has been
made.
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Business combinations (continued)

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. In accordance with the transitional rules of
HKFRS 3, the Group has applied the revised accounting standard
prospectively from 1st January, 2005. Therefore, the change has had
no impact on amounts reported for 2004 or prior periods. As a result
of this change in accounting policy, discount on acquisition has been
recognised in profit or loss during the year.

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 1st January, 2005, generally does not permit the
recognition, derecognition or measurement of financial assets and
liabilities on a retrospective basis. The application of HKAS 32 has
had no material impact on how financial instruments of the Group
are presented for current or prior accounting periods. The principal
effects resulting from the implementation of 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 the classification and measurement of financial
assets and financial liabilities that are within the scope of HKAS 39.

KXEZFRBEEEERAT Tian An China Investments Company Limited
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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 24 (“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 1st January, 2005 onwards, the Group has
classified and measured 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”. “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. Available-for-sale equity investments that do not have
guoted market prices in an active market and whose fair value cannot
be reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity instruments are measured
at cost less impairment after initial recognition. “Loans and
receivables” and "held-to-maturity financial assets” are measured at
amortised cost using the effective interest method after initial
recognition (see note 3 for the financial impact).
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Financial instruments (continued)

Financial assets and financial liabilities other than debt and
equity securities

From 1st January, 2005 onwards, the Group has classified and
measured 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 “other financial
liabilities”. Other financial liabilities are carried at amortised cost using
the effective interest method after initial recognition.

Prior to the application of HKAS 39, the interest-free non-current
receivables and borrowings were stated at the nominal amount. HKAS
39 requires all financial assets and financial liabilities to be measured
at fair value on initial recognition. Such interest-free receivables and
borrowings are measured at amortised cost determined using the
effective interest method at subsequent balance sheet dates. The
Group has applied the relevant transitional provisions in HKAS 39. As
a result of this change in the accounting policy, the carrying amounts
of the receivables and borrowings as at 1st January, 2005 have been
decreased in order to state the receivables and borrowings at
amortised cost in accordance with HKAS 39. For the period ended
30th June, 2005, the adjustment has been made to the Group’s
accumulated profits. However, when preparing the annual financial
statements, such adjustment has been made to the Group’s
accumulated profits, interests in associates and jointly controlled
entities. As a result, the Group’s and the Company’s accumulated
profits as at 1st January, 2005 have been increased by HK$15,014,000
and HK$102,000 respectively. The Group’s and the Company’s profit
for the year have been decreased and increased respectively due to
the recognition of imputed interest income and expense (see note 3
for the financial impact).
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Financial instruments (continued)
Derecognition

HKAS 39 provides more rigorous criteria for the derecognition of
financial assets than the criteria applied in previous years. 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 to transfers of financial assets from 1st January, 2005
onwards. As a result, the Group’s bills receivables discounted with
full recourse which were derecognised prior to 1st January, 2005
have not been restated. As at 31st December, 2005, the Group'’s bills
receivables discounted with full recourse and factored trade receivables
with full recourse have not been derecognised. Instead, the related
borrowings of HK$17,541,000 and HK$19,231,000 respectively, have
been recognised on the balance sheet date. This change in accounting
policy has had no material effect on results for the current year.
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Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using the
cost model. In the current year, the Group has applied HKAS 17
“Leases”. Under HKAS 17, 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 on land use rights under
operating leases, which are carried at cost and released 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.

Properties for development

In previous years and for the six months ended 30th June, 2005,
properties for development were carried at cost less impairment. Under
HKAS 17, such properties for development are carried at cost and
released over the lease term on a straight-line basis. In the absence
of any specific transitional provisions in HKAS 17, such change in
accounting policy has been applied retrospectively for the year ended
31st December, 2005. Comparative figures for 2004 have been
adjusted in order to reflect the cumulative amortisation charge for
the properties for development (see note 3 for the financial impact).
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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 profit or loss for
the year in which they arise. In previous years, investment properties
under the predecessor standard 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 a revaluation surplus subsequently arose, that increase
was credited to the income statement to the extent of the decrease
previously charged. For the period ended 30th June, 2005, the Group
has applied HKAS 40 retrospectively. However, the Group has changed
to apply the relevant transitional provisions in HKAS 40 and elected
to apply HKAS 40 from 1st January, 2005 onwards. The amount held
in the investment property revaluation reserve at 1st January, 2005
has been transferred to the Group’s accumulated profits (see note 3
for the financial impact).

Deferred taxes related to investment properties

In previous years, 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 year, the Group has applied HK(SIC)
Interpretation 21 “Income Taxes — Recovery of Revalued Non-
Depreciable Assets” which removes the presumption that the carrying
amount of investment properties is 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 HK(SIC) Interpretation 21, this change in
accounting policy has been applied retrospectively. Comparative figures
for 2004 have been restated (see note 3 for the financial impact).
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#B|2fEA -~ 2. APPLICATION OF HONG KONG FINANCIAL

REPORTING STANDARDS/CHANGES
ACCOUNTING POLICIES (conTINUED)

IN

Non-current assets held for sale

HKFRS 5 “Non-current Assets Held for Sale and Discontinued
Operations” introduces the presentation and accounting treatment
for non-current assets held for sale. Non-current assets and disposal
groups are classified as held for sale if their carrying amount will be
recovered through a sale transaction rather than through continuing
use. This condition is regarded as met only when the sale is highly
probable and the asset (or disposal group) is available for immediate
sale in its present condition. Management must be committed to the
sale, which should be expected to qualify for recognition as a
completed sale within one year from the date of classification.

Non-current assets (and disposal groups) classified as held for sale
are measured at the lower of the assets’ previous carrying amount
and fair value less costs to sell. HKFRS 5 is applied prospectively to
non-current assets classified as held for sale.
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The effects of the changes in the accounting policies described above on the results for

the current and prior years are as follows:

2005 2004
TET TET
HK$'000 HK$’000
Non-amortisation of goodwill 2,592 -
Recognition of discount on acquisition directly
in profit or loss 25,290 -
Profits arising from changes in fair value
of financial assets/liabilities 5,342 -
Imputed interest income/expenses
on non-current interest-free
receivables/borrowings (719) -
Decrease in depreciation arising from
reclassification from property, plant
and equipment to prepaid lease payments
on land use rights 360 149
Amortisation of prepaid lease payments
on land use rights (849) (547)
Amortisation of properties for development
net of related deferred taxes (21,868) (19,935)
Decrease in cost of sales net of related
deferred taxes as a result of amortisation
of properties for development 4,679 1,391
Fair value gain on transfer of properties held for
sale to investment properties 160,622 -
Gains arising from changes in fair value
of investment properties 169,090 =
Increase in deferred taxes relating to investment
properties (105,382) -
Increase (decrease) in profit for the year 239,157 (18,942)
Attributable to:
Equity holders of the Company 238,470 (16,901)
Minority interests 687 (2,041)
239,157 (18,942)
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES (conTINUED)

Analysis of increase (decrease) in profit for the year by line items presented according to

their function:

Decrease in cost of sales

Increase (decrease) in other operating income

Increase in administrative expenses

Increase in other operating expenses

Fair value gain on transfer of properties held for
sale to investment properties

Increase in fair value of investment properties

Amortisation of properties for development

Discount on acquisition of additional interests
in subsidiaries

Increase (decrease) in share of results of
associates

Increase (decrease) in share of results of jointly
controlled entities

Increase in finance costs

(Increase) decrease in taxation

AELZHRBEEZEEAFMRAE Tian An China Investments Company Limited

2005 2004
FHET FET
HK$'000 HK$'000
6,983 2,076
16,251 (286)
(489) (398)
(1,210) =
160,622 =
132,285 =
(16,900) (15,170)
25,290 =
10,284 (7,826)
8,274 (12,700)
(7,953) =
(94,280) 15,362
239,157 (18,942)
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The cumulative effects of the application of the new HKFRSs as at 31st December, 2004 and

1st January, 2005 are summarised below:

B ]
LR S El
F1HRR ERL
EA E&
LR ERgH i R
S BT BB EURE -—ZERE EE H30%Z iy
“EEIME ZEE  BHEN  ENE2 T-R  EiER Y% -321f
tZBA=1+-R  Effectof  F17%2 Y€ =t-8  H40¥z  Effectof —-B-B
As at 31st HKAS 1 Y%  Effectof Asat3lst P2 HKAS32  Asatfst
December, and  Effectof  HK(SIC)-  December,  Effect of and  January,
2004  HKAS27  HKAS17 Int 21 2004  HKAS40  HKAS39 2005
TAL ThL TAL TAL ThL TAL ThL TAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(R%Z30)
(Originally (31) (31)
stated) (Restated) (Restated)
Balance sheet items
Property, plant and equipment 538,864 - (30,882) - 507,982 - - 507,982
Properties for development 2,714,390 - (1,818,030) - 896,360 - - 896,360
Deposits for acquisition of
properties for development - - 1,775,050 - 1,775,050 - - 1,775,050
Prepaid lease payments on
land use rights (non-current) - - 29,766 - 29,766 - - 29,766
Interests in associates 534,920 - (34,789) 20,953 521,084 - 17,604 538,688
Interests in jointly controlled entities 848,954 - (18,189) 14,052 844,817 - (9,435) 835,382
Other investments 40,737 - - - 40,737 - (40,737) -
Investments in securities
(non-current) 3,877 - - - 3,877 - (3,877) -
Available-for-sale investments - - - - - - 44,614 44,614
Instalments receivable (non-current) 92,009 - - - 92,009 - (13,064) 78,945
Properties under development 1,390,063 - (14,29) - 1375767 - - 1375767
Properties held for sale 762,256 - (105) - 762,151 - - 762,151
Trade and other receivables,
deposits and prepayments 639,535 - (1,239 - 638,296 - - 638,296
Prepaid lease payments on
land use rights (current) - - 718 - 718 - - 718
Investments in securities
(non-current) 7,860 - - - 7,860 - (7,860) -
Investments held for trading - - - - - - 7,860 7,860
Interest-free borrowings
(non-current) (149,087) - - - (149,087) - 16,578 (132,509)
Membership debentures (51,485) - - - (51,485) - 23,324 (28,161)
Deferred tax liabilities (796,486) - 15,314 (17,3000  (798,472) - (632)  (799,104)
Total effects on assets and
liabilities 6,576,407 - (96,682) 17,705 6,497,430 - 34375 6,531,805
Accumulated profits 2,025,983 - (86,631) - 1939352 380,676 15,014 2,335,042
Investment property revaluation
reserve 321,770 - - 52,906 380,676 (380,676) - -
Minority interests - 496,362 (10,051) (35,201) 451,110 - 19,361 470,471
Total effects on equity 2,353,753 496,362 (96,682) 17,705 2,771,138 - 34375 2,805,513
Minority interests 496,362  (496,362) - - - - - -
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The financial effects of the application of the new HKFRSs to the
Group's equity as at 1st January, 2004 are summarised below:

EBg

EREI1THER

ERGTTER

RRBE21%

RE25 HKAS 17
As originally and HK(SIC)- ER]l
stated Int 21 As restated
FAT FAT TAT
HK$'000 HK$'000 HK$’000
Accumulated profits 287,092 (69,730) 217,362

Investment property

revaluation reserve 269,528 51,509 321,037
Minority interests 433,139 (49,018) 384,121
Total effects on equity 989,759 (67,239) 922,520

The Group and the Company have not early applied the following
new standards and interpretations that have been issued as at the
date of approval of these financial statements but are not yet effective.
The directors of the Company anticipate that the application of these
standards or interpretations will have no material impact on the
financial statements of the Group and the Company.

HKAS 1 (Amendment)
HKAS 19 (Amendment)
HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 & HKFRS 4
(Amendments)

HKFRS 6

HKFRS 7

HK(IFRIC)-Int 4

KXEZFRBEEEERAT Tian An China Investments Company Limited

Capital Disclosures!
Actuarial Gains and Losses, Group Plans
and Disclosures?

Net Investment in a Foreign Operation?

Cash Flow Hedge Accounting of Forecast
Intragroup Transactions?

The Fair Value Option?

Financial Guarantee Contracts?

Exploration for and Evaluation of Mineral
Resources?
Financial Instruments: Disclosures’

Determining whether an Arrangement
Contains a Lease?
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HK(IFRIC)-Int 5 Rights to Interests
Decommissing, Restoration

Environmental Rehabilitation Funds?
Liabilities arising from Participating in a

Specific Market — Waste Electrical and

Arising from
and

HK(IFRIC)-Int 6

Electronic Equipment?

Applying the Restatement Approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies*

HK(IFRIC)-Int 7

W Effective for annual periods beginning on or after 1st January, 2007.
Z Effective for annual periods beginning on or after 1st January, 2006.
2 Effective for annual periods beginning on or after 1st December, 2005.

- Effective for annual periods beginning on or after 1st March, 2006.

The financial statements have been prepared on the historical cost
basis except for certain properties and financial instruments, which
are measured at fair values, as explained in the accounting policies
set out below.

The financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA. In addition, the financial statements
include applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange and by the Companies
Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st
December each year.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as
appropriate.

Tian An China Investments Company Limited X% % & AR A 7
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Basis of consolidation (continued)

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with others
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests at
the date of the original business combination and the minority’s
share of changes in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and is
able to make an additional investment to cover the losses.

Goodwiill

Goodwill arising on acquisitions prior to 1st January, 2005

Goodwill arising on an acquisition of a subsidiary, an associate or a
jointly controlled entity for which an agreement date is before 1st
January, 2005 represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the identifiable assets and
liabilities of the relevant subsidiary, associate or jointly controlled
entity at the date of acquisition.

For previously capitalised goodwill arising on acquisitions, the Group
has discontinued amortisation from 1st January, 2005 onwards, and
such goodwill is tested for impairment annually, and whenever there
is an indication that the cash generating unit to which the goodwill
relates may be impaired (see the accounting policy below).

KXEZFRBEEEERAT Tian An China Investments Company Limited
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Goodwill (continued)

Goodwill arising on acquisitions on or after 1st January, 2005

Goodwill arising on an acquisition of a subsidiary, an associate or a
jointly controlled entity for which an agreement date is on or after
1st January, 2005 represents the excess of the cost of acquisition
over the Group's interest in the fair value of the identifiable assets,
liabilities and contingent liabilities of the relevant subsidiary, associate
or jointly controlled entity at the date of acquisition. Such goodwill is
carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the balance sheet. Capitalised goodwill arising
on an acquisition of an associate or a jointly controlled entity (which
is accounted for using the equity method) is included in the cost of
the investment of the relevant associate or jointly controlled entity.

Impairment testing on capitalised goodwill

For the purpose of impairment testing, goodwill arising from an
acquisition of a subsidiary is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that are expected
to benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the unit first, and
then to the other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Goodwill arising from an
acquisition of an associate or jointly controlled entity is included with
the carrying amount of the investment and is assessed for impairment
as part of the investment. Any impairment loss for goodwill is
recognised directly in the income statement. An impairment loss for
goodwill is not reversed in subsequent periods.

On subsequent disposal of a subsidiary, an associate or a jointly
controlled entity, the attributable amount of goodwill capitalised but
not yet impaired is included in the determination of the amount of
profit or loss on disposal.
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Goodwill (continued)

Excess of an acquirer’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost (“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary, an
associate or a jointly controlled entity for which an agreement date is
on or after 1st January, 2005 represents the excess of the net fair
value of an acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of business combination. Discount on acquisition
is recognised immediately in profit or loss. A discount on acquisition
arising on an acquisition of an associate or a jointly controlled entity
is included as income in the determination of the investor’s share of
results of the associate or jointly controlled in the period in which the
investment is acquired.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.

Interests in associates

The results and assets and liabilities of associates are incorporated in
the consolidated financial statements using the equity method of
accounting, except when the investment is classified as held for sale,
in which case it is accounted for under HKFRS 5 “Non-current Assets
Held for Sale and Discontinued Operations”. Under the equity method,
investments in associates are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the Group’s share
of the profit or loss and of changes in equity of the associate, less
any identified impairment loss. When the Group's share of losses of
an associate equals or exceeds its interest in that associate (which
includes any long-term interests that, in substance, form part of the
Group’s net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share of losses is
provided for and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made payments
on behalf of that associate.

KXEZFRBEEEERAT Tian An China Investments Company Limited



RBE DT 2Em (&)
EREEEEAKREZBERRETRS -
A ASEMEZBE AR R RREH

Ny

_&
Dl
B

BEL
HEZF 2
BECETHESRRI - REAEENDE
BENBYEE ZaLCXUBARRAE
HAAE o

HRAZESIRRZEE  BEMBEDAER

E.;.Jr/?iﬂr)\ REMBRER  EIBRRFEER
EZRERIN  BREFTREBYBREE
AIFE5%®[FE %%H’];Fww@é?ﬂ &1 &
eEE - RiggmE RIEH 2 BEZ
BEDRKARGAREEABRTIIE I
Ef$EIEAH&ﬁ§f§FT£MAHT NG =
s MEREPELAR  URREERNE &
B2 REER - EAKEREXLRE %\J’A
AZBEASERRBEERZHERESRQ
2R (ABRmEfRHAER EZE,HHTZ%
HEE FBRAEERZARZEH AR ZR
BEBEZ B  IAKRETNBRERER

\/\

HEHZE—FER - BINEHZEBERIIH
Bs MABENAKEBEELLRENRIETE

BEAESRKKRZERZEHQRIELAE
HHERR o

RERR

EEEEREAKE 2 KAFEZEH QRETR
AR J*f‘:fﬁﬁ/\w&%@ﬁ”ﬁfﬁ £ [R] 42
RAEF 2 EmaREE - EREREBRBETR
FrEECEERLERE ERF2RE

R o

Interests in associates (continued)

Where a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group's interest in the
relevant associate.

Joint ventures
Jointly controlled entities

Joint venture arrangements that involve the establishment of a
separate entity in which venturers have joint control over the economic
activity of the entity are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the equity
method of accounting, except when the investment is classified as
held for sale, in which case it is accounted for under HKFRS 5 “Non-
. Under
the equity method, investments in jointly controlled entities are carried

current Assets Held for Sale and Discontinued Operations”

in the consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group's share of the profit or loss and of
changes in equity of the jointly controlled entities, less any identified
impairment loss. When the Group’s share of losses of a jointly
controlled entity equals or exceeds its interest in that jointly controlled
entity (which includes any long-term interests that, in substance, form
part of the Group’s net investment in the jointly controlled entity),
the Group discontinues recognising its share of further losses. An
additional share of losses is provided for and a liability is recognised
only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that jointly controlled
entity.

Where a group entity transacts with a jointly controlled entity of the
Group, unrealised profit or losses are eliminated to the extent of the
Group's interest in the jointly controlled entity, except to the extent
that unrealised losses provide evidence of an impairment of the asset
transferred, in which case, the full amount of losses is recognised.
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Joint ventures (continued)
Jointly controlled entities (continued)

The Company’s investments in jointly controlled entities are stated at
cost, as reduced by any identified impairment loss. Results of jointly
controlled entities are accounted for by the Company on the basis of
dividends received and receivable.

Other joint venture arrangements

Investments made by means of joint venture structures which do not
result in the Group having joint control with the other venturers are
accounted for as subsidiaries (where the Group has the power to
govern the financial and operating policies of an enterprise), associates
(where the Group is in a position to exercise significant influence) or
other investments (where the Group exercises neither control nor
significant influence).

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction rather
than through continuing use. This condition is regarded as met only
when the sale is highly probable and the asset is available for
immediate sale in its present condition.

Non-current assets classified as held for sale are measured at the
lower of the assets’ previous carrying amount and fair value less
costs to sell except for financial assets which are measured at fair
value.
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Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities
are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the four
categories, including financial assets at fair value through profit or
loss, loans and receivables, held-to-maturity investments and available-
for-sale financial assets. All regular way purchases or sales of financial
assets are recognised and derecognised on trade date basis. Regular
way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by
regulation or convention in the marketplace. The accounting policies
adopted in respect of each category of financial assets are set out
below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading. At each balance sheet subsequent to initial
recognition, financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value recognised directly
in profit or loss in the period in which they arise.
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Financial instruments (continued)
Financial assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At
each balance sheet date subsequent to initial recognition, loans and
receivables (including trade and other receivables, instalments
receivable and loans receivable) are carried at amortised cost using
the effective interest method, less any identified impairment losses.
An impairment loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the original effective
interest rate. Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was recognised,
subject to a restriction that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories (set out
above). At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes
in fair value are recognisd in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative
gain or loss previously recognisd in equity is removed from equity
and recognised in profit or loss. Any impairment losses on available-
for-sale financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not reverse through
profit or loss in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently reversed if an increase
in the fair value of the investment can be objectively related to an
event occurring after the recognition of the impairment loss.
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Financial instruments (continued)
Financial assets (continued)
Available-for-sale financial assets (continued)

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity instruments, they are
measured at cost less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired. The amount of the impairment loss is measured as
the difference between the carrying amount of the asset and the
present value of the estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment losses will not reverse in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the group after deducting all of its liabilities. The
Group's and the Company’s financial liabilities are generally classified
into financial liabilities at fair value through profit or loss and other
financial liabilities. The accounting policies adopted in respect of
financial liabilities and equity instruments are set out below.
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Financial instruments (continued)
Financial liabilities and equity (continued)
Other financial liabilities

Other financial liabilities including interest-bearing and interest-free
borrowings, trade and other payables and membership debentures
are subsequently measured at amortised cost, using the effective
interest method.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group or the Company has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration received and the
cumulative gain or loss that had been recognised directly in equity is
recognised in profit or loss.

For financial liabilities, they are removed from the Group’s or the
Company’s balance sheet when, and only when the obligation
specified in the relevant contract is discharged, cancelled or expires.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid is recognised in profit or
loss.

Development properties

Completed properties held for sale and properties under development
are stated at the lower of cost and net realisable value. Cost comprises
the cost of land, development expenditure, other attributable costs
and borrowing costs capitalised. Net realisable value is determined by
reference to management estimates based on prevailing market
conditions.
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Development properties (continued)

Properties for development comprise the consideration for acquisition
of land use rights, development expenditure and other costs directly
attributable to bringing the leasehold land to the condition necessary
for it to be capable of development of the properties. The
consideration for acquisition of land use rights represent leasehold
land held for future development is stated at cost less accumulated
amortisation and any identified impairment loss. The development
expenditure and other costs directly attributable to bringing the
leasehold land to the condition necessary for it to be capable of
development of the properties are stated at cost less any identified
impairment loss.

Property, plant and equipment

Property, plant and equipment, other than construction in progress,
are stated at cost less subsequent accumulated depreciation and
accumulated impairment losses. Construction in progress are stated
at cost less accumulated impairment losses. Depreciation of these
assets, on the same basis as other property, plant and equipment,
commences when the assets are ready for their intended use.

Depreciation is provided to write off the cost of items of property,
plant and equipment other than construction in progress over their
estimated useful lives and after taking into account of their estimated
residual value, using the straight-line method, at the following rates
per annum:
Buildings on Over the unexpired lease term
medium-term lease
Golf course on Over the unexpired lease term
medium-term lease
9% — 15%
20% — 30%

Plant and machinery
Others

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included
in the income statement in the year in which the item is derecognised.
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Investment properties

Investment properties are properties which are held for earning rentals
or for capital appreciations or both.

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the period in
which they arise.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from its disposals. Any gain or loss
arising on derecognition of the asset, calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset, is included in the income statement in the year in which the
item is derecognised.

Intangible asset

On initial recognition, intangible assets acquired separately and from
business combinations are recognised at cost and at fair value
respectively. After initial recognition, intangible assets with finite useful
lives are carried at cost less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their
estimated useful lives.

Gains or loss arising from derecognition of an intangible asset are
measured at the difference between the net disposal proceeds and
the carrying amount of the asset and are recognised in the income
statement when the asset is derecognised.
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Impairment losses (other than goodwill)

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment loss is recognised
as an expense immediately.

When an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income immediately.

Leases

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the leasee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of the
Group at their fair values at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the balance sheet as a finance
lease obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability.
Finance charges are charged directly to profit or loss.

Rentals receivable (payable) under operating leases are credited
(charged) to profit or loss on a straight-line basis over the term of the
relevant lease.

Other inventories

Other inventories are stated at the lower of cost and net realisable

value. Cost is calculated using the weighted average cost method.
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are capitalised as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the income statement
because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes income statement
items that are never taxable or deductible. Liability for current tax is
calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements and the
corresponding tax base used in the computation of taxable profit,
and is accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which
deductible temporary differences can be utilitsed. Such assets and
liabilities are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and associates, and interests in
joint ventures, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Revenue recognition

Income from properties developed for sale is recognised upon the
issuance of a completion certificate or the execution of a binding
sales agreement, whichever is the later. Profit or loss arising from the
outright sale of an entire development property prior to completion
is recognised when a binding sales contract becomes unconditional
and it is probable that the economic benefits associated with the sale
will flow to the Group. Deposits received from forward sales of
properties are carried in the balance sheet under current liabilities.

Sales of other goods are recognised when goods are delivered and
title has passed.

Income from golf course operation and hotel and property
management are recognised when services are provided.

Revenue from sales of investments is recognised on trade date basis
when the sales agreement becomes unconditional.
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Revenue recognition (continued)

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount.

Dividend income from investments is recognised when the Group's
rights to receive payment have been established.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit or
loss in the period in which they arise. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases, the
exchange differences are also recognised directly in equity.
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Foreign currencies (continued)

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Company (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the balance sheet
date, and their income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange rates
prevailing at the dates of transaction are used. Exchange differences
arising, if any, are recognised as a separate component of equity (the
exchange equalisation reserve). Such exchange differences are
recognised in profit or loss in the period in which the foreign operation

is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1st January,
2005 are treated as assets and liabilities of that foreign operation
and translated at the rate of exchange prevailing at the balance
sheet date. Exchange differences arising are recognised in the
exchange equalisation reserve.

As mentioned in note 2, goodwill and fair value adjustments arising
on acquisitions of foreign operations prior to 1st January, 2005 are
treated as non-monetary foreign currency items of the acquirer and
reported using the historical exchange rate prevailing at the date of
the acquisition.

Retirement benefit costs
Payments to defined contribution retirement benefit plans, state-

managed retirement benefit schemes and the Mandatory Provident
Fund Scheme are charged as an expense as they fall due.

Tian An China Investments Company Limited X% % & AR A 7

125



126

RERARNEE 2 € BR (WK E4R )
B BEEEFELD TIERMBERRTE®ER
LBBELETE 2 -

RERRREE

7R 8% ] R 5% R 9 1 BOSR DA R MR [ M AT A - BR
oMM EEBHET RER - FHRFREK
R RRERRENFTRETREHE - &
EREPRERAZEREERBERRESL
ALEE - MASEERP MMERAMBARA B
Bt - ISR REE N - BIZARRERINE
e

Bz AR E

ETHERCRERYHENRBECELR
CENZFERAEBEEL MG - FREEHE
ERAEBEGFEARNEELER BN Z
HERESRERABZWEERUFEERE -
R-EBEERF+_A=+—H BEZEA
B8 439,386,000/ T - AJ B S B HE T
EZ BB R 28 -

REWE

RZZEZENFR=EERAFt+_A=+—
B REMERUBLZEFGHMTE 2R
REEAR - FFHMANREA R BERTR
BEEE TR ZEERZET  BEER
EREERSHEFELD THE RRRZGEE
FETIRBRMHIR N

In the process of applying the Group’s accounting policies, which are
described in note 4, management has made the following estimates
that have effect on the amounts recognised in the financial statements.

Allowance for bad and doubtful debts

The policy for allowance for bad and doubtful debts of the Group is
based on the evaluation of collectability and aging analysis of accounts
and on management’s judgment. A considerable amount of judgment
is required in assessing the ultimate realisation of these receivables,
including the current creditworthiness and the past collection history
of each customer and borrower. If the financial conditions of
customers and borrowers of the Group were to deteriorate, resulting
in an impairment of their ability to make payments, additional
allowances may be required.

Estimated impairment of goodwiill

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the
present value. As at 31st December 2005, the carrying amount of
goodwill was HK$39,386,000. Details of the recoverable amount
calculation are disclosed in note 28.

Investment properties

At 31st December, 2004 and 2005, investment properties are stated
at fair value based on the valuation performed by independent
professional valuers. In determining the fair value, the valuers have
based on a method of valuation which involves certain estimates. In
relying on the valuation report, the management has exercised their
judgment and is satisfied that the method of valuation is reflective of
the current market conditions.

KXEZFRBEEEERAT Tian An China Investments Company Limited
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Taxation

At 31st December, 2005, a deferred tax asset of HK$3,840,000 in
relation to unused tax losses has been recognised as set out in note
43. The realisability of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary differences will
be available in the future. In cases where the actual future profits
generated are less than expected, a material reversal of deferred tax
assets may arise, which would be recognised in the income statement
for the period in which such a reversal takes place.

The Group’s major financial instruments include loans receivable,
instalments receivable, amounts due from jointly controlled entities,
trade and other receivables, bank balances and cash, trade and other
payables and borrowings. Details of these financial instruments are
disclosed in respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks are set
out below. The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely and
effective manner.

Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument
will fluctuate because of changes in foreign exchange rates. The
Group’s operations are mainly in the People’s Republic of China (the
“PRC") other than Hong Kong and certain bank loans of the Group
are denominated in foreign currencies. The Group currently does not
have a foreign currency hedging policy. However, the management
monitors the related foreign exchange exposure closely and will
consider hedging significant foreign currency exposure should the
need arise.

The companies comprising the Group have minimal transactional

currency exposure which arises from sales or purchases by an entity
in currencies other than its functional currency.
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Fair value interest rate risk

The Group is exposed to fair value interest rate risk through the
impact of rate changes on interest-bearing bank borrowings. The fair
value interest rate risk relates primarily to fixed-rate borrowings (see
note 39). The Group will continue to maintain a reasonable mix of
floating rate and fixed rate borrowings and take actions to hedge
against any foreseeable interest rate exposure, if necessary. The interest
rates and terms of repayment of bank borrowings of the Group are
disclosed in note 39.

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31st December,
2005 in relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the consolidated balance
sheet. In order to minimise the credit risk, the monitoring procedures
are carried out to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the recoverable amount
of each individual trade and other debt at each balance sheet date to
ensure that adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company consider that
the Group's credit risk is significantly reduced.

The credit risk for pledged bank deposits and bank balances exposed
is considered minimal as such amounts are placed with banks with
good credit ratings.

The Group has no significant concentration of credit risk, with
exposure spread over a number of counterparties and customers.

Liquidity risk

The Group's objective is to maintain a balance between the continuity
of funding and the flexibility through the use of bank loans and
overdrafts. In addition, banking facilities have been put in place for
contingency purposes.

Price risk

The Group's available-for-sale investments and investments held for
trading are measured at fair value at each balance sheet date.
Therefore, the Group is exposed to equity price risk. The management
will monitor the price movements and take appropriate actions when
it is required.

KXEZFRBEEEERAT Tian An China Investments Company Limited
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(For the year ended 31st December, 2005) Notes to the Financial Statements

7. pEER 7. SEGMENTAL INFORMATION

BEFEIEAFE ZE®R T  Turnover represents the aggregate of proceeds from the sale of completed properties,
MEHEWRA - A& U rental income, sale of construction materials, income from golf course operation, hotel
A HEZEMA - ©8  and property management during the year as follows:

KEIZEBWA -~ BIER

MEBRRA - DI

™
2005 2004
FTER FAT
HK$'000 HK$'000
HED®R T 23 Sale of completed properties 940,207 1,554,856
e WA Rental income 56,445 21,573
HEZEYE Sale of construction materials 347,342 371,091
=R RIS EBERA Income from golf course operation 17,952 6,904
BE R EERKA Income from hotel and property management 35,154 18,674

1,397,100 1,973,098
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The Group’s turnover for the year was derived mainly from activities carried out in 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 year ended
31st December, 2005

TURNOVER
External sales
Inter-segment sales

Total

RESULTS

Segment results

Unallocated corporate
expenses

Other operating income

Fair value gain on transfer of
properties held for sale to
investment properties

Increase in fair value of
investment properties

Write-down of inventories of
properties

Allowance for doubtful debts

Amortisation of properties for
development

Discount on acquisition of
additional interests
in subsidiaries

Finance costs

Share of results of associates

Share of results of jointly
controlled entities

Impairment loss on interests
in associates

Profit before taxation
Taxation

Profit for the year

HERENH

NEEE  NERE Saleof HMh®E
Property  Property  construction Other b &t
development  investment materials operations Eliminations Consolidated
THL THL FET THL THL THL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
940,207 56,445 347,342 53,106 - 1,397,100
- - 2,095 23,954 (26,049) -
940,207 56,445 349,437 77,060 (26,049) 1,397,100
39,160 32,313 (10,131) (10,784) - 50,558
(36,799)
19,276 383 17,231 65,272 - 102,162
160,622 - - - - 160,622
- 132,285 - - - 132,285
(51,784) - - - - (51,784)
(5,891) (589) (11,263) (469) — (18,212)
(16,900) - - - - (16,900)
25,290 - - - - 25,290
(107,086)
(5,237) 19,915 - 444 - 15,122
59,996 20,910 - 1,219 - 82,125
(17.451) - - - - (17,451)
319,932
(117,399)
202,533
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MERR MERE Sale of Hiy&&E
Property Property  construction Other i
development investment materials  operations Consolidated
FET THEL THEL THET THEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Balance sheet as at
31st December, 2005
ASSETS
Segment assets 4,414,546 2,374,268 796,738 144,369 7,729,921
Interests in associates 373,060 181,259 - 181 554,500
Interests in jointly
controlled entities 464,412 357,428 - 19,631 841,471
Unallocated corporate
assets 775,072
Consolidated total assets 9,900,964
LIABILITIES
Segment liabilities 834,047 141,097 160,812 49,270 1,185,226
Unallocated corporate
liabilities 3,642,747
Consolidated total liabilities 4,827,973
Other information for
the year ended
31st December, 2005
Additions of property,
plant and equipment 2,857 1,236 39,847 1,639
Additions of properties for
development and
deposits for acquisition
of properties for
development 304,669 - - -
Additions of investment
properties - 47,272 - -
Depreciation and
amortisation 18,757 442 17,290 5,260
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Notes to the Financial Statements (For the year ended 31st December, 2005)
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7. SEGMENTAL INFORMATION (CONTINUED)

HERENH
NERR NERE Sale of AttEE
Property Property  construction Other ik A
development  investment materials  operations  Eliminations Consolidated
TAL TEL THL THL TER TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Income statement for
the year ended
31st December, 2004
(Restated)
TURNOVER
External sales 1,554,856 21,573 371,091 25,578 - 1,973,098
Inter-segment sales - - 6,753 4,980 (11,733) -
Total 1,554,856 21,573 377,844 30,558 (11,733) 1,973,098
RESULTS
Segment results 420,297 6,776 33,310 (8,481) - 451,902
Unallocated corporate
expenses (38,346)
Other operating income 16,571 - 20,895 36,619 - 74,085
Write-down of inventories of
properties (27,889) - - - - (27,889)
Allowance for doubtful debts (9,381) - (11,877) (32) - (21,290)
Amortisation of properties for
development (15,170) - - - - (15,170)
Finance costs (76,353)
Share of results of associates (13,886) 4,579 - 343 - (8,964)
Share of results of jointly
controlled entities 35,173 1,540 - (555) - 36,158
Profit before taxation 374,133
Taxation (168,718)
Profit for the year 205,415
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Balance sheet as at
31st December, 2004
(Restated)

ASSETS

Segment assets

Interests in associates

Interests in jointly
controlled entities

Unallocated corporate
assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate
liabilities

Consolidated total liabilities

Other information for
the year ended
31st December, 2004
(Restated)

Additions of property,
plant and equipment
- acquired on acquisition
of subsidiaries
- others
Additions of properties
for development and
deposits for acquisition
of properties for
development
- acquired on acquisition
of subsidiaries
- others
Additions of investment
properties
Depreciation and
amortisation

Substantially all the assets are located in the PRC.

HEREMH

NEERR NERE Sale of HitgE
Property Property  construction Other L
development  investment materials  operations Consolidated
TER TAT TER TAT TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
5,291,669 1,216,527 712,204 140,623 7,361,023
370,260 151,085 - (261) 521,084
470,929 345,308 = 28,580 844,817
631,739
9,358,663
954,074 11,335 69,812 55,526 1,090,747
3,460,402
4,551,149
371 — = 120,596
2,839 — 175,328 578
173,345 = = =
311,009 - - -
- 334,470 - -
17,478 55 13,961 2,260
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2005 2004

TERT T
HK$'000 HK$'000
(E31)
(Restated)
Dividend income
— unlisted shares 326 198
— listed shares 225 5,810
Interest income on bank deposits
and receivables 8,994 19,670
Imputed interest income on
non-current interest-free receivables 7,393 -
Refund of PRC value-added tax 15,831 17,475
Increase in fair value of investments
held for trading 1,786 -
Gain arising from changes in fair
values of financial liabilities 9,144 -
Waiver of interest expenses accrued
in prior years (note 40(a)) 19,420 5,692
Net foreign exchange gains 4,883 =
Other income 34,160 25,240
102,162 74,085

During the year ended 31st December, 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.

(b) The Group acquired additional 10% interests in two subsidiaries
for an aggregate cash consideration of HK$2,110,000, after
which they become wholly-owned subsidiaries of the Company.
Both subsidiaries are established in the PRC and engaged in
property development. These acquisitions result in discount on
acquisition of HK$9,417,000.
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(For the year ended 31st December, 2005) Notes to the Financial Statements

10. ME B A 10. FINANCE COSTS
2005 2004
FTEx FHET
HK$'000 HK$'000
FEMT - Interest on:
RITERRES Bank loans and overdrafts 113,418 102,794
B2 Promissory notes - 5,332
HEE (5E39 (F)) Loan notes (note 39 (a)) 1,960 1,965
B E T &R IE Obligations under finance lease 2 3
RAFAEZHHEZ Other loans wholly repayable
H &% within five years 14,480 1,148
ERMBREBRZEE Imputed interest expenses on
M EE R non-current interest-free borrowings 7,953 =
137,813 111,242
i BRI ERYE  Less: amount capitalised on properties
k| under development (29,786) (34,467)
BRI amount capitalised on
BERZESRE property, plant and equipment (941) (422)
107,086 76,353

RAFENEERN{LZE  Borrowing costs capitalised during the year arose on the general borrowing pool and are
BERAKEA—REE - &£ calculated by applying a capitalisation rate of 6.2% (2004: 5.9%) to expenditure on
FTEAERNAEBREE  qualifying assets.
ZXHBEAR(EE2%

ZZTTMEF : 5.9%) 7
.
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Notes to the Financial Statements (For the year ended 31st December, 2005)

1. BIE 11. TAXATION
2005 2004
FTER FHET
HK$’000 HK$'000
(&2751)
(Restated)
Exi (B&E) 8 - The charge (credit) comprises:
FEEMEE PRC Enterprise Income Tax and
Ko - Hb 3B (BT Land Appreciation Tax
— RF SR — current year provision 127,698 63,376
—BIEERETRE — under (over) provision
(FB#R) in prior years 702 (854)
128,400 62,522
EEFR A (K 7E43) Deferred tax (note 43) (11,001) 106,196
117,399 168,718

KREERBBKE 227 No provision for Hong Kong Profits Tax has been made as the group companies operating
PRESE R 2 ERER  in Hong Kong do not have any assessable profit for both years. Certain of the Company’s
HEHBRBEEFER - subsidiaries operating in the PRC are eligible for tax exemptions and concessions. The
R B EH IR /KA PRC Enterprise Income Tax is calculated at the rates applicable to respective subsidiaries.
AETRABEKE KB
NAZEBHBREER -
H Bl (b PTG B IR AL B
NREATEFERE -
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The tax charge for the year can be reconciled to the profit per the consolidated

income statement as follows:

2005 2004
FTER FHE T
HK$'000 HK$'000
(&%)
(Restated)
B 2 Al g A Profit before taxation 319,932 374,133
BN FE33% Tax at the domestic income
—ZEZTPUF : 33%) tax rate of 33%
AEZHIA (2004: 33%) 105,578 123,464
FEAG B & & B) Ko 2[R 42 ) Tax effect of share of results of associates
RRIEBE TG E and jointly controlled entities (32,092) (8,974)
PR TE FE AR B A s R Tax effect of expenses not
AMBFAE 2 BB E deductible for tax purpose 28,554 27,794
A S TE FE AR B m A B Tax effect of income not taxable
BRBMWAZHRIBEZE for tax purpose (23,990) (10,998)
RNEERERTIBEE Tax effect of tax losses and other
REMAIRERZEE deductible temporary differences
ZTIBFE not recognised 47,162 49,362
BABARERNIBEE Tax effect of utilisation of taxes losses
REMAIREREE and other deductible temporary
2B differences previously not recognised (3,653) (10,834)
FEfBARIZES Tax effect of entitlement to tax holiday
R R IEEE and concession by subsidiaries
ZHREAZE in the PRC (1,924) (12,444)
o B B B A B S [R) # R Effect of different tax rates of
2B subsidiaries in the PRC (4,122) (11,046)
TR (E A Land appreciation tax 2,678 23,231
AEEREETR GBS Under (over) provision in prior years 702 (854)
H Others (1,494) 17
AREERIBEZ H Tax expense for the year 117,399 168,718
Bt - Note:

REGFFEAZBEARRZEANE  The domestic tax rate (which is PRC Enterprise Income Tax rate) in the jurisdiction where the
B EEBREMBVAEMRIE 2 EH  operation of the Group is substantially based is used.
BE (AR BEBEMBRBEE) -

Tian An China Investments Company Limited X% % & AR A 7 137



138

AE R A 2 B (A -

ME - BERRETE
BEEEE
EREHEREZEE

o BN ERT

MESER

By
AGABEELY BB
(BREELhEE
% F3 %)
W BB A R
2 ] 2 B A 7

(EBREHMEE

EAA)

BVEE

FRREYE

T fE AEE N EE KA
IrEE AN R
% A0 B &
FEZRAER MR
FSMEE R (Y ak) B 18
HERBEMEZCER
FE R
HEREHENE  BER
RBZEERFEER
EXHEER

-t RETF

— B K as

ETER(RREEME)
FEiEEt 2 N AR (ER
RERIGBERREEN)
FEAE H RS A R B IR
(ERBEERIEHRR
EHAREER)

R E MR WEZ H 2 WA
BN EREEHES WAL
BREMENERE

LEER

Profit for the year has been arrived at after charging (crediting):

Depreciation of property, plant and equipment

Owned assets
Assets held under finance leases
Less: amount capitalised on properties under
development

Amortisation of:

Goodwill on consolidation
(included in other operating
expenses)

Goodwill on acquisition of associates
and jointly controlled entities
(included in other operating
expenses)

Intangible asset

Properties for development

Prepaid lease payments on land use rights

Total depreciation and amortisation

Auditors’ remuneration
Cost of inventories recognised as expenses
Net foreign exchange (gains) losses
Net realised loss on disposal of investment
properties
Net realised loss on disposal and write-off
of property, plant and equipment
Operating lease charges in respect of:
— land and buildings
— plant and machinery
Staff costs (including directors’ emoluments)

Share of tax of associates (included in share of

results of associates)

Share of tax of jointly controlled entities
(included in share of results of jointly
controlled entities)

Gross rental income from investment properties
Less: direct operating expenses from investment

properties that generated rental
income during the year

KXEZFRBEEEERAT Tian An China Investments Company Limited

2005 2004
FET FA&T
HK$'000 HK$'000
(E5)

(Restated)

26,850 18,586
8 8
(1,100) (980)
25,758 17,614
- 2,482

- 153

86 -
16,900 15,170
849 547
43,593 35,966
4,860 3,818
1,087,183 1,310,250
(4,883) 495
1,190 4,282
249 269
13,077 12,798
1,295 1,816
77,954 78,780
8,023 (162)
15,624 9,098
(56,445) (21,573)
12,937 8,732
(43,508) (12,841)
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The emoluments paid or payable to each of the eleven (2004: twelve)
directors were as follows:

2005

EXEER  RUER

ek ZRE  HEMR

EE H3EF Performance Retirement

& Salaries related benefits
Directors’ and other incentive scheme @t
Fee benefits payments contributions  Total
THAr THExn TER TEr TExn
HK$'000 HKS$'000  HKS$'000 HKS$'000 HK$'000
Patrick Lee Seng Wei 10 - - - 10
Ng Qing Hai 10 2,209 131 32 2382
Ma Sun 10 1,279 - 101 1,390
Edwin Lo King Yau 10 494 95 23 622
Li Chi Kong 10 735 130 34 909
Moses Cheng Mo Chi 10 - - - 10
Lisa Yang Lai Sum 10 - - - 10
Francis J. Chang Chu Fai 40 - - - 40
Goodwin Gaw 10 - - - 10
Ngai Wah Sang 60 - - - 60
Xu Su lJing 40 - - - 40
220 4,717 356 190 5,483

Certain directors of the Company received remuneration from a
company which is a controlling shareholder of Sun Hung Kai & Co.
Limited (“SHK"). Such company provided management services to
the Company and charged the Company a fee, which is included in
management fee as disclosed in note 49 for services provided by
those directors as well as other management personnel who are not
directors of the Company.

Prior to 2005, the management fee could not be apportioned and
allocated to any individuals. From 1st January, 2005, the management
fee is calculated by reference to the time devoted by the management
personnel on the affairs of the Group and can be apportioned to the
directors mentioned above. The total of such apportioned amounts,
which have been included in the above table, is HK$1,448,000.
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Notes to the Financial Statements (For the year ended 31st December, 2005)

13.EEM& (& 13. DIRECTORS’ EMOLUMENTS (CONTINUED)

2004
HEBEH  RAEN
Hek Z8E  EEHEX
E£%E H{EF| Performance  Retirement
e Salaries related benefits
Directors’ and other incentive scheme @E

Fee benefits  payments contributions Total
TAErT TEx FHET TErT THEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FRE Patrick Lee Seng Wei 10 = = = 10
HEE Ng Qing Hai 10 2,255 1,674 34 3,973
= Ma Sun 10 1678 = 141 1,829
B3 Edwin Lo King Yau 10 - - - 10
ZER Li Chi Kong 9 180 - 9 198
HER Moses Cheng Mo Chi 10 = = = 10
BER Lisa Yang Lai Sum 10 = = = 10
HEES David Hui Yip Wing 4 325 = 15 344
g Francis J. Chang Chu Fai 10 = = = 10
RER Goodwin Gaw 2 = = = 2
REL Ngai Wah Sang 15 - - - 15
(LS Xu Su Jing 10 = = = 10

110 4438 1,674 199 6,421

RAFER  AEEVESAHETM@WEMES4E  During the year, no emoluments were paid by the Group to the

ERAFEMD I A RE® 2 REM BBt~ directors as an inducement to join or upon joining the Group or as

HE REAFEAMEEERETMEHS »  compensation for loss of office. None of the directors has waived any
emoluments during the year.
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Of the five individuals with the highest emoluments in the Group, two

(2004: two) were directors of the Company whose emoluments are
included in note 13 above. The emoluments of the remaining three

(2004: three) individuals are as follows:

2005 2004
TERT FETT
HK$'000 HK$'000
Salaries and other benefits 2,560 2,719
Performance related incentive payments - 250
Retirement benefits scheme contributions 140 132
2,700 3,101

Their emoluments are within the following bands:
2005 2004
EE®E BEHA
Number of Number of
employees employees
Nil to HK$1,000,000 2 2
HK$1,000,001 to HK$1,500,000 1

The calculation of the basic and diluted earnings per share attributable
to the ordinary equity holders of the Company is based on the following

data:
2005 2004
TET TET
HK$'000 HK$'000
(E%))
(Restated)
Earnings
Earnings for the purposes of basic and
diluted earnings per share
(Profit for the year attributable to
equity holders of the Company) 202,540 183,737
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2005 2004

Number of shares

Weighted average number of ordinary shares
for the purpose of basic earnings per share 875,469,918 794,358,424
Effect of dilutive potential ordinary shares:
— Warrants (expired on

3rd December, 2004) - 11,122,009

Weighted average number of ordinary shares
for the purpose of diluted earnings per share 875,469,918 805,480,433

The computation of diluted earnings per share for both years does not assume
the exercise of the Company’s outstanding warrants as the exercise price was
higher than the average market price per share.

The computation of diluted earnings per share for both years 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.

The following table summarises the impact on both basic and diluted earnings
per share as a result of:

HEBREFBFZXE
Impact on basic
earnings per share

BE-325F HE_TTNSF BE

HERBERAZXE
Impact on diluted
earnings per share

“BTIE HECTEIMF

+ZB=+-8 +ZA=t-B +=B=t-H +7ﬂ_+ =
LEE JIR:3F LEE LEE
Year ended  Year ended Year ended  Year ended
31/12/2005  31/12/2004  31/12/2005  31/12/2004
B4l gl Al A
cents cents cents cents
Figures before
adjustments (4.2) 25.3 (4.2) 24.9
Adjustments arising from
changes in accounting
policies (note 2) 27.3 (2.2) 27.3 (2.1)
As reported/restated 23.1 23.1 23.1 22.8
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R-ZEME-A-A

REEGR
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REEHR

R E R SRR
RZSZ3EF+-A=1-H

EaE
R-2FRF+-A=1-H

RZZENETZA=+—H(E5)

AEBRBERER

B2EE  BEAER
& BR T (& 45,0008

T(ZEFTWHF :
13,000/ JT) °

THE GROUP

CosT

At 1st January, 2004

Additions

Acquired on acquisition of subsidiaries
Reclassification to properties for sale
Disposals and write-off

At 31st December, 2004 (Restated)

Exchange adjustments

Additions

Reclassification from properties under
development upon completion

Reclassification from properties for sale

Reclassifications

Disposals and write-off

At 31st December, 2005
DEPRECIATION

At 1st January, 2004

Provided for the year

Eliminated on disposals and write-off
At 31st December, 2004 (Restated)
Exchange adjustments

Provided for the year

Eliminated on disposals and write-off

At 31st December, 2005

CARRYING VALUES
At 31st December, 2005

At 31st December, 2004 (Restated)

EvERE

wER PR ZHAEN %6
KEZHE REZTH  EEME  PEEN2 GRRRE
Hagr  HKETF Hotel BEXRE Leasehold im-
Buildings in Buildings  properties Golf provements,
HongKong inthePRC inthePRC  courseon  %BIR HERHE  furniture, RE
on medium  on medium  on medium medium Construction ~ Plantand fixtures and Motor &zt
term lease  termlease  termlease  termlease inprogress  machinery  equipment vehicles Total
TEL TER TERL TERL TEL TEL TAL TAEL TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
413 142,369 22,680 = = 242,523 30,260 27,532 465,777
= 974 = = 169,597 3,562 4,484 1,154 179,771
- 22,022 - 93,024 - - 4720 1,201 120,967
= = (11,348) = = = = = (11,348)
- - (11,332) - - (296) (2,655) (2,943) (17,226)
413 165,365 - 93,024 169,597 245,789 36,809 26,944 737,941
- 4,195 - 1,516 3,384 5,496 766 343 15,700
- 549 - - 35218 2,379 4,795 3,067 46,008
= 13,743 = = = = = = 13,743
- 14,277 - - - - - 14,277
= 68,577 = = (201,188) 132,574 37 = =
S (833) = S = (35) (335) (1,794) (2,997)
413 265,873 - 94,540 7,011 386,203 42,072 28,560 824,672
145 43,710 1,991 - - 134,287 22,300 15,798 218,231
9 4,619 - 868 - 6,318 3,056 3,724 18,59
- - (1,991) - - 213) (2,049) (2,613) (6,866)
154 48,329 - 868 - 140,392 23,307 16,909 229,959
- 1,003 - 40 - 2,816 597 177 4,633
10 6,012 - 2,854 - 10,476 3,603 3,903 26,858
- (158) - - - (27) (163) (1,482) (1,830)
164 55,186 - 3,762 - 153,657 21,344 19,507 259,620
249 210,687 - 90,778 7,011 232,546 14,728 9,053 565,052
259 117,036 - 92,156 169,597 105,397 13,502 10,035 507,982

The carrying values of the Group’s leasehold improvements, furniture, fixtures and equipment
include an amount of HK$5,000 (2004: HK$13,000) in respect of assets held under finance

leases.
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AE R
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fRmEE
R-BFRF+=-A=t+—-H

R-_FFENE+-_HA=1+—H

THE COMPANY

COsT

At 1st January, 2004
Additions

Disposals and write-off

At 31st December, 2004
Additions
Disposals and write-off

At 31st December, 2005

DEPRECIATION

At 1st January, 2004

Provided for the year

Eliminated on disposals
and write-off

At 31st December, 2004
Provided for the year

At 31st December, 2005

CARRYING VALUES
At 31st December, 2005

At 31st December, 2004

KXEZFRBEEEERAT Tian An China Investments Company Limited

£ BA

&L
Leasehold
improvement,
furniture, AE
fixtures and Motor #Et
equipment vehicles Total
TET TET TET
HK$'000 HK$'000 HK$'000
15,444 8,891 24,335
1,021 - 1,021
(39) (2,518) (2,557)
16,426 6,373 22,799
396 - 396
) = )
16,820 6,373 23,193
13,043 7,920 20,963
946 544 1,490
(24) (2,376) (2,400)
13,965 6,088 20,053
951 231 1,182
14,916 6,319 21,235
1,904 54 1,958
2,461 285 2,746
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R MELERE(F—R) YREESE
AAEFRTF -

A KM

THE GROUP
2005 2004
THET TET
HK$'000 HK$'000
FAIR VALUE
At 1st January 1,214,400 876,700
Exchange adjustments 21,249 -
Additions 47,272 28,431
Reclassification from properties under
development upon completion 557,941 265,212
Reclassification from properties
for sale 344,327 40,827
Disposals (11,552) (61,230)
Surplus on revaluation recognised
in equity - 64,460
Net increase in fair value recognised
in the income statement 132,285 -
At 31st December 2,305,922 1,214,400

The fair value of the Group’s investment properties at 31st December,
2005 have been arrived at on the basis of a valuation carried out on
that date by Messrs. Norton Appraisals Limited, an independent
qualified professional valuers not connected with the Group. Messrs.
Norton Appraisals Limited have appropriate qualifications and recent
experiences in the valuation of similar properties in the relevant
locations. The valuation, which conforms to The Hong Kong Institute
of Surveyors Valuation Standards on Properties (1st Edition) published
by the Hong Kong Institute of Surveyors, was based on rental
capitalisation.

Tian An China Investments Company Limited X% % & AR A 7

145



B RMET @z-—zzr56+-p=+—8158)

Notes to the Financial Statements (For the year ended 31st December, 2005)

17. REWE #) 17.INVESTMENT PROPERTIES (CONTINUED)
FTEREMEMRPE - WIHEBEL DML Investment properties are all located in the PRC and comprise
N properties held under:
KEHE
THE GROUP
2005 2004
FET FABT
HK$'000 HK$'000
RHEIFA A Long lease 76,700 83,000
AR EAFE 4 Medium-term lease 2,229,222 1,131,400
2,305,922 1,214,400
18. B EE 18.INTANGIBLE ASSET
PRUE R
Mining right
THE T
HK$'000
PNl COST
BEMR_ZEZTRF Additions and at 31st December, 2005
+=RA=+—H 7,099
#oE AMORTISATION
AEEFRENR=-ZZZTHF Charge for the year and
+=A=+—8 at 31st December, 2005 86
R E CARRYING VALUE
R-_EERF+-_A=+—H At 31st December, 2005 7,013

FIEEARENTERES  LLESZES T The mining right has a definite useful life and is amortised on a
TEHE o straight-line basis over 50 years.
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PROPERTIES IN THE PRC, AT COST

Balance at 1st January

Exchange adjustments

Additions

Acquired on acquisition of subsidiaries

Transfer from properties under
development

Transfer from deposits for acquisition
of properties for development

Transfer to properties under
development

Balance at 31st December

AMORTISATION

Balance at 1st January

Amortisation for the year

Transfer to properties under
development

Balance at 31st December

CARRYING VALUES

The Group's properties for
development comprise:

Leasehold land in the PRC
Long lease
Medium-term lease

A%

THE GROUP

2005 2004
FHET F& T
HK$'000 HK$'000
(&%)

(Restated)

939,340 768,151
11,890 -
51,260 59,845

- 173,345

- 47,357
321,270 =
(102,381) (109,358)
1,221,379 939,340
42,980 40,494
16,900 15,170
(224) (12,684)
59,656 42,980
1,161,723 896,360
931,331 664,872
230,392 231,488
1,161,723 896,360
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Notes to the Financial Statements (For the year ended 31st December, 2005)

20. - h{FE HEFEFFHAE 20.PREPAID LEASE PAYMENTS ON LAND USE

MIE RIGHTS
TEHE
THE GROUP
2005 2004
FET FABT
HK$'000 HK$'000
(&%)
(Restated)
AEBRERNEERBERE : The Group's prepaid lease payments comprise:
RAPBEZHE T Leasehold land in the PRC
AR A Medium-term lease 32,243 30,484
HBMEMEL 2T Analysed for reporting purposes as:
IEREBEE Non-current asset 31,319 29,766
mENE E Current asset 924 718
32,243 30,484
21. R EB ARz = 21.INTERESTS IN SUBSIDIARIES
P NN
THE COMPANY
2005 2004
FET FABT
HK$'000 HK$'000
ELEMRE - BKANER Unlisted investments, at cost less
BB 1B impairment losses 1,937,480 389,533
I ENEIE Amounts due from subsidiaries,
o BEIBE less: accumulated impairment 2,327,136 3,804,370
4,264,616 4,193,903
TERBARNR _ZTZRE+T - Details of the principal subsidiaries at 31st December, 2005 are set out in note
A=+—HzE&RFHAMZE 51
51

RBEZZZTWNF+=-F=+— During the year ended 31st December, 2004, the Group acquired certain
BIEFER  ANEBWESTH  subsidiaries, details of which are set out in note 44.
BT FBEEHNMTA
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(For the year ended 31st December, 2005) Notes to the Financial Statements

21. A B AR 2R (&)
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BERREEART TSN ERFRE
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TERFEERE T _EAREBRK
BOEIERE S8 ©

21.INTERESTS IN SUBSIDIARIES (CONTINUED)

The fair value of the Company’s amounts due from subsidiaries as at the
balance sheet date, determined based on the present value of the
estimated future cash flows discounted using the prevailing market rate
at the balance sheet date, approximates the carrying amount of the
amounts due from subsidiaries.

22.INTERESTS IN ASSOCIATES

rEE
THE GROUP
2005 2004
FET FAT
HK$'000 HK$'000
(E7)
(Restated)
Cost of investment in unlisted
associates 431,183 394,216
Share of post-acquisition profits and losses
and reserves, net of dividend received 103,120 77,625
Amounts due from associates 9,440 50,524
Less: accumulated impairment (3,431) (1,281)
540,312 521,084
Notes:

(a) Details of the principal associates at 31st December, 2005 are set out in
note 52. The associates are not expected to repay the advances within
twelve months from the balance sheet date and the balances are classified
as non-current.
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Notes: (continued)

(b) Included in the cost of investment in associates is goodwill arising on
acquisitions of associates in prior years with carrying amount of
HK$874,000 (2004: HK$874,000). The movement of goodwill is set out

below.

COST
At 1st January, 2004
Reclassified as subsidiaries

At 31st December, 2004
Elimination of accumulated amortisation upon
the application of HKFRS 3 (note 2)

At 31st December, 2005

AMORTISATION

At 1st January, 2004

Provided for the year

Reclassified as subsidiaries

At 31st December, 2004

Elimination of accumulated amortisation upon
the application of HKFRS 3 (note 2)

At 31st December, 2005

CARRYING VALUES
At 31st December, 2005

At 31st December, 2004

TET
HK$'000

2,344

(725)

1,619

(745)

874

1,016

134

(405)

745

(745)

874

874

Until 31st December, 2004, goodwill had been amortised over a period of 10

years except those with a specified operation period.

(c) Impairment loss on interests in associates represents a write-down of

the carrying amount of interests in associates to their recoverable amount

based on the estimated net selling price.

(d) The fair value of the Group’s amounts due from associates as at the

balance sheet date, determined based on the present value of the

estimated future cash flows discounted using the prevailing market rate

at the balance sheet date, approximates the carrying amount of the

amounts due from associates.
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(For the year ended 31st December, 2005) NOtes to the Financial Statements

22 RBERT 2w (#) 22.INTERESTS IN ASSOCIATES (CONTINUED)
AEERERRZHEERMEZS|T © The summarised financial information in respect of the Group's

associates is set out below:

2005 2004
FExT FHBT

HK$'000 HK$'000

(&)

(Restated)

BERE Total assets 2,590,474 2,718,542
BERTE Total liabilities (1,129,750)  (1,382,601)
D EAR R A 2 Minority interests (110,473) (101,604)
EEFE Net assets 1,350,251 1,234,337
BER Turnover 71,060 79,211
KEE @A (EE) Profit (loss) for the year 68,590 (23,767)
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Notes to the Financial Statements (For the year ended 31st December, 2005)

23. AHEEF ARz RS 23.INTERESTS IN JOINTLY CONTROLLED ENTITIES
REHE
THE GROUP
2005 2004
FET FABT
HK$'000 HK$'000
(E5)
(Restated)
R IE £ HEESI QA Cost of investment in unlisted jointly
& 2 KA controlled entities 473,637 545,987
FEAG W BE 18 Share of post-acquisition profits and
2B KR losses and reserves, net of
R B WA B dividend received 223,863 184,950
H R Amounts due from jointly
INETENE controlled entities 57,961 152,487
Ji - BETRE Less: accumulated impairment (38,607) (38,607)
716,854 844,817
KAQF
THE COMPANY
2005 2004
FE T FHET
HK$'000 HK$'000
FELEMEE @ KA E Unlisted investment, at cost 4,333 4,333
F R 22 Amounts due from jointly
UNEISE=N controlled entities 1,543 1,543
5,876 5,876
Bt - Notes:

() TZEHARZHRARN_ZZRE+_A=+ (a) Details of the principal jointly controlled entities at 31st December, 2005

—BZ AR RN WSS o ERIZEH A A are set out in note 53. The jointly controlled entities are not expected to
TEREEBRR T @A NEERK - 57 repay the advances within twelve months from the balance sheet date
ESEMEN S 58 © and the balances are classified as non-current.
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(b) Included in the cost of investment in jointly controlled entities is goodwill

arising on acquisitions of jointly controlled entities in prior years with
carrying amount of HK$409,000 (2004: HK$409,000). The movement

of goodwill is set out below.

COST

At 1st January, 2004 and 31st December, 2004

Elimination of accumulated amortisation upon
the application of HKFRS 3 (note 2)

At 31st December, 2005

AMORTISATION

At 1st January, 2004

Provided for the year

At 31st December, 2004

Elimination of accumulated amortisation upon
the application of HKFRS 3 (note 2)

At 31st December, 2005

CARRYING VALUES
At 31st December, 2005

At 31st December, 2004

THETT
HK$'000

4,587

(4,178)

409

4,159

4,178

(4,178)

409

409

Until 31st December, 2004, goodwill arising from acquisition of joint controlled
entities with specified operation period had been amortised over their operation

period.

(c)  The fair value of the Group’s amounts due from jointly controlled entities
as at the balance sheet date, determined based on the present value of
the estimated future cash flows discounted using the prevailing market
rate at the balance sheet date, approximates the carrying amount of the

amounts due from jointly controlled entities.
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Notes to the Financial Statements (For the year ended 31st December, 2005)

2. AHEEB DT 2 ERE (&) 23.INTERESTS IN JOINTLY CONTROLLED ENTITIES
(CONTINUED)

AEBMAREH AR ZHEERBMEEZSN  The summarised financial information in respect of the Group's jointly

T controlled entities is set out below:
2005 2004
FE T FAT
HK$'000 HK$'000
(E5)
(Restated)
BEMBT Total assets 2,167,488 2,179,432
BERE Total liabilities (862,191) (808,230)
DH R Minority interests (5,635) (5,466)
EEFE Net assets 1,299,662 1,365,736
EEE Turnover 457,796 356,964
NEE & A Profit for the year 164,523 73,362
24 HitIR & 24. OTHER INVESTMENT
AEE
THE GROUP
2005 2004
FET FET
HK$'000 HK$'000
FELEMEE - KA E Unlisted investment, at cost - 40,737
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REBAIN EHE
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R-ZEZRF A HREAEBSHERE
39EY - BHRRECREBEFESHERE39
BEHOBREABENFBE A (ME2) -

The unlisted investment represents the Group’s interest in Xian Bell
Tower Hotel (the “Hotel”). The Group has agreed with its joint venture
partner to extend the period of the joint venture agreement by 18
years to 6th August, 2016, with a potential extension of another 12
years. The Group is entitled to a fixed annual repayment and a share
in the operating surplus of the Hotel over the extended joint venture
period. Repayment from the Hotel is deducted from the carrying
amount of other investment upon receipt of payment by the Group.
Upon the application of HKAS 39 on 1st January, 2005, other
investment was reclassified to available-for-sale investments under
HKAS 39 (note 2).

REE
THE GROUP
2005 2004
FHE T FH& T
HK$'000 HK$'000
Non-Current Investments
Non-trading securities
Unlisted shares, at fair value - 3,877
Current Investments
Trading securities
Shares listed outside Hong Kong,
at market value - 2,811
Unlisted shares, at fair value - 5,049
- 7,860

Upon the application of HKAS 39 on 1st January, 2005, investments
in securities were reclassified to appropriate categories under HKAS
39 (note 2).

Tian An China Investments Company Limited X% % & AR A 7

155



156

FELETRAE S

FLMBEABESERERPERILZLAR
AT LETBEARS - AREZIF L
TRAFBLFREEAZAABERRER

MATZ TS M EYTIRE G A E 2 B S

FRERRZBRE ZAABEEKREZERE
BERE -

RAE
R-T2MF—A—AR
—EPmE+=A=+—H
R 5% 1 75 90 5 2 R 55 35K
B SN R EHR B (Y 222)

R=Z2ZHF+=HA=+—H
B NORE
R_ZEZMFE—-—HA—H
REFEEHR
RZZETWNF+_HA=+—8H
J& AR & 78 B 75 i 5 R R B 35 B
R 3H Rt ey (A1a22)
R=—2FHF+=-A=+—H

fREE
R-Z2ZHF+-A=+—H

R=FEME+-B=+-8

BE_TENF+_A=1+—H BEER
EEFAIERFEMY TE -+ FH#H -

A%

THE GROUP
2005 2004
FER FET
HK$’000 HK$'000
Unlisted equity securities 3,202 -

Unlisted equity securities represent investments in unlisted equity
securities issued by private entities established in the PRC. The fair
value of the Group’s unlisted equity securities at the balance sheet
date, determined based on the present value of the estimated dividend
recovered discounted using the prevailing market rate at the balance
sheet date, approximates the carrying amount of the investments.

AEE
THE GROUP
FHT
HK$'000
COST
At 1st January, 2004 and
31st December, 2004 64,327
Elimination of accumulated amortisation upon
the application of HKFRS 3 (nhote 2) (24,941)
At 31st December, 2005 39,386
AMORTISATION AND IMPAIRMENT
At 1st January, 2004 22,459
Provided for the year 2,482
At 31st December, 2004 24,941
Elimination of accumulated amortisation upon
the application of HKFRS 3 (nhote 2) (24,941)
At 31st December, 2005 -
CARRYING VALUES
At 31st December, 2005 39,386

At 31st December, 2004 39,386

Until 31st December, 2004, goodwill had been amortised over its
estimated useful life ranging from 10 to 20 years.
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As explained in note 7, the Group uses business segment as its primary
segment for reporting segment information. For the purposes of
impairment testing, goodwill has been allocated to two individual
cash generating units (“CGU"), including one subsidiary in property
development segment and one subsidiary in sale of construction
materials segment. The carrying amounts of goodwill as at 31st
December, 2005 allocated to these units are as follows:

2005 2004

FER FAT

HK$'000 HK$'000

Property development 640 640
Sale of construction materials 38,746 38,746
39,386 39,386

The basis of the recoverable amount of the relevant business unit in
the sale of construction segment and its major underlying assumptions
are summarised below:

The recoverable amounts of the business unit in the sale of
construction materials segment are determined from value in use
calculations. The key assumptions for the value in use calculations
are those regarding the discount rate, growth rate and expected
changes to selling prices and direct costs during the forecasted period.
Management estimates a discount rate of 9.49% using pre-tax rate
that reflects current market assessments of the time value of money
and the risks specific to the business unit. Changes in selling prices
and direct costs are based on past practices and expectations of
future changes in the market.

The Group prepares cash flow forecasts derived from the most recent
financial budgets approved by management covering a five-year period
and extrapolates cash flows of the business unit for the following 10
years using zero growth rate.

During the year ended 31st December, 2005, management of the

Group determines that there are no impairments of any of its CGU
containing goodwill.
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29. B 7 HA {9 =K

FEW 5 B Z R B $587,181,0008 L (=&
T U4 @ 98,243,000 70) S LA AT F E &
FERMEELE  URARERERZMEZ
FEMEEEEEER -

AEBEZERUROBNFRNEERZAAEBE
EREERARTZTHNRFTHREGERRK
RengmatBHRzRE ZAAEER
FEd > B R AR EE AR -

30. RHPBIZ2MERFE
RPBEZYEFED  BRTERIVE
5,354,000/ 7L (Z T M : 4,630,000/

T EESEBAESE  UKEBEHRSERK -

3. HEE

R
3
SLPX an

29.INSTALMENTS RECEIVABLE

Instalments receivable arising from sale of property for development
in prior years to the extent of HK$87,181,000 (2004: HK$98,243,000)
is interest free and repayable based on the progress of development
and sale of a property project.

The fair value of the Group’s instalments receivable as at the balance
sheet date, determined based on the present value of the estimated
future cash flows discounted using the prevailing market rate at the
balance sheet date, approximates the carrying amount of the
instalments receivable.

30.INVENTORIES OF PROPERTIES IN THE PRC

Included in inventories of properties in the PRC are completed
properties of HK$5,354,000 (2004: HK$4,630,000) transferred from
trade receivables in lieu of cash settlement.

31. OTHER INVENTORIES

rEE

THE GROUP
2005 2004
TERT FBT
HK$'000 HK$'000
Raw materials 25,455 21,792
Work in progress 1,879 3,786
Finished goods 7,595 9,898
34,929 35,476
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Amounts due from minority shareholders

The directors consider that amounts due from minority shareholders
approximate their fair value.

Loans receivable

Loan receivable of HK$12,273,000 (2004: HK$12,273,000) bears
interest at 12% per annum, is secured and repayable on demand.
Loans receivable of HK$8,792,000 (2004: HK$7,100,000) bear interest
at prime rate (2004: prime rate plus 3%), are secured and repayable
in February 2006. Loans receivable of HK$40,650,000 (2004: nil)
bear interests at 20% per annum, are secured and repayable in July
2006.

The fair value of the Group’s loans receivable as at the balance sheet
date, determined based on the present value of the estimated future
cash flows discounted using the prevailing market rate at the balance
sheet date, approximates the carrying amount of the loans receivable.

Bank balances and cash
Bank balances and cash comprise cash held by the Group and the
Company and short-term deposits with an original maturity of three

months or less. The carrying amounts of these assets approximate
their fair value.
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B.EFKRHEMEWERR 33. TRADE AND OTHER RECEIVABLES

JERAPE zHE R EHBEZRR I o Rental receivable from tenants are payable on presentation of invoices.
REB BB TFTOEERLEMES ZEH  The Group generally allows a credit period of 30 to 120 days to
HERA=THZ—B_1+H - ®mEH &  property purchasers and other customers. The following is an aged
SEREZ (BHEAEES R EMBUERT ©  analysis of trade receivables, which are included in trade and other

ZeRBENFA) 2BRITHOT : receivables, deposits and prepayments, at the reporting date:
rEHE

THE GROUP
2005 2004
FET FAT
HK$'000 HK$'000
R EIHA Not yet due 69,121 132,147
BEI=E A A Overdue within 3 months 204,031 223,571
B HA PO = <@ A Overdue between 4 and 6 months 37,239 42,462
wmEEE+ @A Overdue between 7 and 12 months 16,333 25,090
BEEB+—[@A Overdue over 12 months 31,127 15,782
357,851 439,052

BEERAN-_ZTEZTRFET_A=+—H &K The directors consider that the carrying amounts of the Group's trade
SEESREMEBBWEREAAREMEIR and other receivables and the Company’s other receivables at 31st
ERCHREABEEA QN BEES ° December, 2005 approximate their fair values.
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Equity securities listed outside

Hong Kong
Unlisted equity securities

rEHE
THE GROUP
2005 2004
TER TAET
HK$000 HK$'000

1,000 =
8,787 =

9,787 =

Equity securities listed outside Hong Kong are stated at fair value.

Fair value of the investment has been determined based on the quoted

market bid price available on the relevant exchanges.

Unlisted equity securities represent investments in unlisted equity

securities issued by private entities established in the PRC. The fair

value of the Group's unlisted equity securities at the balance sheet

date, determined based on the present value of the estimated dividend

recovered discounted using the prevailing market rate at the balance

sheet date, approximates the carrying amount of the investments.

The assets classified as held for sale are as follows:

Interest in a jointly controlled entity

(note a)

Available-for-sale investments (note b)

Total assets classified as held for sale

A%
THE GROUP
2005 2004
87 Fis
HK$'000 HK$'000

123,338 =
62,667 =

186,005 =
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During the year ended 31st December, 2005,

(a)

The Group entered into a disposal agreement with a joint venture
partner of a jointly controlled entity in relation to the disposal of
the Group’s entire 50% interest in such jointly controlled entity
for a cash consideration of HK$168,200,000. The net proceed
of disposal is expected to exceed the net carrying amount of the
relevant assets and accordingly, no impairment loss has been
recognised. At the same time, the Group also entered into
another disposal agreement with the same joint venture partner
in relation to the disposal of its available-for-sale investment for
a cash consideration of HK$19,750,000. Both disposals were
pending approval from the relevant PRC government authorities
at the balance sheet date. The disposals 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 purposes.

The Group entered into a disposal agreement with a third party
in relation to the disposal of interest in a subsidiary of which the
sole asset is an available-for-sale investment for a cash
consideration of RMB41,000,000 (equivalent to HK$39,423,000).
The disposal was completed subsequent to the balance sheet
date. The fair value of this available-for-sale investment as at
31st December, 2005 was determined with reference to the
cash consideration as mentioned above.
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36. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables, which are included
in trade and other payables, at the reporting date:

rEE

THE GROUP
2005 2004
FTERT FABT
HK$'000 HK$'000
Not yet due 409,339 490,732
Overdue within 3 months 228,118 72,333
Overdue between 4 and 6 months 14,755 8,305
Overdue between 7 and 12 months 6,948 54,122
Overdue over 12 months 139,014 120,286
798,174 745,778

The directors consider that the carrying amounts of the Group's trade
and other payables and the Company’s other payables at 31st
December, 2005 approximate their fair values.
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Authorised:

Ordinary shares of HK$0.20 each
at 1st January, 2004

Consolidation of every 10 ordinary shares of
HK$0.20 each to 1 ordinary share of
HK$2.00 each

Reduction of the nominal value of consolidated
share of HK$2.00 each to HK$0.20 each

Ordinary shares of HK$0.20 each at
31st December, 2004 and
31st December, 2005

Issued and fully paid:

Ordinary shares of HK$0.20 each
at 1st January, 2004

Shares issued on exercise of warrants before
share consolidation

Consolidation of every 10 ordinary shares of
HK$0.20 each to 1 ordinary share of
HK$2.00 each

Reduction of the nominal value of consolidated
share of HK$2.00 each to HK$0.20 each

Shares issued on exercise of warrants after
share consolidation
Shares repurchased

Ordinary shares of HK$0.20 each at
31st December, 2004 and
31st December, 2005
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THE GROUP AND THE COMPANY

ERRROEE HfE
Number of Nominal
ordinary shares value
THBT

HK$'000

20,000,000,000 4,000,000
(18,000,000,000) -
- (3,600,000)
2,000,000,000 400,000
7,837,341,953 1,567,468
38,596,200 7,719
(7,088,344,338) -
- (1,417,669)

787,593,815 157,518
87,958,103 17,592
(82,000) (16)
875,469,918 175,094
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Ordinary shares

Pursuant to the capital reorganisation of the Company effective on
10th March, 2004 as approved by the shareholders of the Company
at the extraordinary general meeting held on 16th February, 2004,
immediately before the capital reduction taking effect, every 10 issued
and unissued ordinary shares of the Company of HK$0.20 each were
consolidated into 1 ordinary share of HK$2.00 each, and by virtue of
the capital reduction as approved by the High Court of Hong Kong
Special Administrative Region on 9th March, 2004 the nominal value
of each consolidated share of HK$2.00 was reduced to HK$0.20.

In December 2004, the Company repurchased and cancelled 82,000
shares at a price of HK$1.88 per share on the Stock Exchange at a
consideration of HK$155,000 (inclusive of expenses).

During the year ended 31st December, 2004, 38,596,200 shares and
87,958,103 shares of HK$0.20 each were issued at par for cash as a
result of the exercise of warrants by warrantholders before and after
share consolidation. The new shares rank pari passu with other shares
in issue in all respects.

Warrants

Pursuant to an ordinary resolution passed at the extraordinary general
meeting of the Company held on 30th November, 2001, a bonus
issue of warrants in the proportion of one warrant for every five
shares held was approved. 1,698,140,866 new warrants to subscribe
for 1,698,140,866 new shares at a subscription price of HK$0.20 per
share were issued. As a result of the consolidation of the Company’s
ordinary shares on 10th March, 2004, the subscription price of the
warrant was changed from HK$0.20 per share to HK$2.0 per share.

During the year ended 31st December, 2004, the respective registered
holders of 38,596,200 warrants and 87,958,103 warrants exercised
their rights to subscribe for 38,596,200 shares and 87,958,103 shares
of the Company at HK$0.20 per share and HK$2.0 per share for cash
respectively. The remaining warrants lapsed on 3rd December, 2004.
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Warrants (continued)

Besides, upon completion of the warrant instrument entered into
between the Company and a subscriber on 24th December, 2004,
the Company issued 5 new unlisted warrants conferring rights to
subscribe for up to 78,800,000 new shares at the following
subscription prices:

(@) at the price of HK$2.25 (subject to adjustments) in respect of
each share if exercised during the first six-month period
commencing from the issue date of 24th December, 2004;

(b) at the price of HK$2.50 (subject to adjustments) in respect of
each share if exercised during the second six-month period
commencing from the issue date of 24th December, 2004; and

(c) at the price of HK$2.75 (subject to adjustments) in respect of
each share if exercised during the third six-month period
commencing from the issue date of 24th December, 2004, with
such period to end on the expiry date of 23rd June 2006.

The Company has received a sum of US$1,000,000 (which is equivalent
to approximately HK$7,800,000) as consideration for the issue of
warrants. The Company had made application to the Stock Exchange
for the listing of, and permission to deal in, the shares to be allotted
and issued upon the exercise of the subscription rights to be attached
to the warrants. Under the terms and conditions of warrant instrument,
should the approval for the listing of such shares not be obtained by
the Company on or before 31st March, 2005, the warrants will be
returned to the Company for cancellation and will cease to be of any
effect and the Company will refund the sum of US$1,000,000 (without
interest) to the subscriber. During the year ended 31st December,
2005, the Company has obtained the approval for the listing of and
permission to deal in such shares.

At 31st December, 2005, the Company had outstanding 5 (2004: 5)
unlisted warrants with an aggregate subscription price of
HK$216,700,000 (2004: HK$177,300,000), assuming that the
subscription rights attached to the warrants are exercised in full during
the third (2004: first) six-month period at the subscription price of
HK$2.75 (2004: HK$2.25), which are exercisable at any time on or
before 23rd June, 2006.
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Share Option Scheme of the Company

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed by the Company’s shareholders on
27th January, 1999 for the primary purpose of providing incentives
to eligible employees (including executive directors), and will expire
on 26th January, 2009. Under the Scheme, the Board of Directors of
the Company may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for shares
in the Company.

The maximum number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of the
shares of the Company in issue at the date of grant excluding any
shares issued pursuant to the Scheme. The number of shares in respect
of which options may be granted to any eligible employee is not
permitted to exceed 25% of the total number of shares of the
Company issued and issuable under the Scheme.

A consideration of HK$10 is payable on the grant of an option.
Options granted must be held for a minimum period of six months
before they can be exercised. A maximum of 50% of the options
may be exercised during the first to sixth month of the 2-year
exercisable period (commencing on the expiry of six months after the
date of grant) and the remaining 50% are exercisable during the
thirteenth to twenty-fourth month of the 2-year period. If no option
or less than 50% of the options are exercised during the first to sixth
month, these unexercised options can be carried forward to the
thirteenth to twenty-fourth month.

The exercise price is determined by the directors of the Company,
and will not be less than the higher of the nominal value of the
Company’s shares or 80% of the average closing price of the shares
on the Stock Exchange for the five business days immediately
preceding the date of the grant.

No options were granted nor were exercised during the year ended
31st December, 2005 and 2004.
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Share Option Scheme of Shanghai Allied Cement
Limited (“SAC")

A share option scheme (the “SAC Scheme”) was adopted by SAC, a
subsidiary of the Company, pursuant to a resolution passed on 23rd
May, 2002 for the primary purpose of providing the participants with
the opportunity to acquire proprietary interests in SAC and to
encourage participants to work towards enhancing the value of SAC
and its shares for the benefit of SAC and its shareholders as a whole.
The SAC Scheme will expire on 22nd May, 2012.

The maximum number of shares in respect of which options may be
granted under the SAC Scheme and any other scheme is not permitted
to exceed 10% of the shares of SAC in issue at the date of
shareholders’ approval of the SAC Scheme (the “Scheme Mandate
Limit"”) or, if such 10% limit is refreshed, at the date of shareholders’
approval of the renewal of the Scheme Mandate Limit. The maximum
aggregate number of shares, which may be issued upon the exercise
of all outstanding options granted and yet to be exercised under the
SAC Scheme and any other share option schemes, must not exceed
30% of the total number of shares of SAC in issue from time to
time. The number of shares in respect of which options may be
granted to any individual in any one year is not permitted to exceed
1% of the shares of SAC then in issue, without prior approval from
the shareholders of SAC. Each grant of options to any director, chief
executive or substantial shareholder must be approved by independent
non-executive directors. Options granted to any substantial shareholder
or independent non-executive director in excess of 0.1% of the share
capital of SAC or with a value in excess of HK$5,000,000 in the 12-
month period up to the date of grant must be approved in advance
by the shareholders of SAC.

Options granted must be taken up within 21 days from the date of
grant, upon payment of HK$10 per option. Any option may be
exercised in accordance with the terms of the SAC Scheme at any
time during the effective period of the SAC Scheme to be notified by
the board of directors which shall not be later than 10 years from the
date of grant. The exercise price is determined by the directors of
SAC, and will not be less than the higher of the closing price of the
shares of SAC on the date of grant, and the average closing price of
the shares on the Stock Exchange for the five business days
immediately preceding the date of grant.
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The following table shows movement in the share options of SAC granted under the SAC
Scheme during the year ended 31st December, 2004 and 2005:

R-ZZRE
R-Z2MmE +-A=t-H R-%% £¢
tZA=1t-8 LHEEH#®E R-TBWE +-A=+- R-BRIF
EEERER Other tZA=t-H mﬁﬁm%ﬁ tZA=t-H
R-EEME Lapsed movement i 4 Lapsed ¥ 8
—B— A& during the during the Outstanding during the Outstanding
Outstanding year ended year ended at year ended at

at 1/1/2004 31/12/2004 31/12/2004 31/12/2004 31/12/2005 31/12/2005

Directors 6,000,000 (2,000,000) 600,000 4,600,000 - 4,600,000
Employees 17,700,000 = (600,000) 17,100,000 (600,000) 16,500,000
23,700,000 (2,000,000) = 21,700,000 (600,000) 21,100,000

The options are exercisable from 28th January, 2004 to 27th July, 2013 with an exercise
price of HK$0.70.
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THE GROUP

Other reserves represent a reserve fund and an enterprise expansion fund of the
subsidiaries in the PRC. The reserve fund is to be used to expand the enterprise’s
working capital. When the enterprise suffers losses, the reserve fund may be used
to make up unrecovered losses under special circumstances. The enterprise expansion
fund is to be used for business expansion and, if approved, can also be used to
increase capital.

The remittance outside of the PRC of accumulated profits of the subsidiaries,
associates and joint ventures established in the PRC is subject to approval of the
local authorities and the availability of foreign currencies generated and retained
by these companies.

THE COMPANY

RAEE HHERRE Ak EREERG
Share Special ~ EEfE Capital Zitiad
premium capital  Warrant  redemption  Accumulated L
account reserve reserve reserve profits Total
TAT TAT Thx ThR TEr  TEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
At 1st January, 2004 198,839 1,544,171 - 130,675 139,688 2,013,373
Premium arising on shares
issued on exercise of warrants 158,325 - - - - 158325
Repurchase of shares - - - 16 (155) (139)
Transfer from special capital
reserve to accumulated profits - (1,544,171) - - 1544171 -
Effect of reduction of
share capital - 1,417,669 - - - 1,417,669
Profit for the year - - - - 25,831 25,831
At 31st December, 2004
(Originally
stated) 357,164 1,417 669 - 130,691 1,709,535 3,615,059
Effects of changes in accounting
policies (note 2) - - - - 102 102
At 1st January, 2005
(Restated) 357,164 1,417,669 - 130,691 1,709,637 3,615,161
Issue of warrants - - 7,800 - - 7,800
Profit for the year - - - - 11,357 111,357
At 31st December,
2005 357,164 1,417,669 7,800 130,691 1,820,994 3,734,318
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THE COMPANY (continued)

The Company’s reserves available for distribution to shareholders as
at 31st December, 2005 represent the accumulated profits of
HK$1,820,994,000 (2004: HK$1,709,535,000). When sanctioning a
reduction in nominal value of the Company’s shares in 1998, the
High Court of the Hong Kong Special Administrative Region stipulated
that the credit arising on the reduction be transferred to a special
capital reserve, and that reserve was not to be regarded as distributable
until all of the liabilities of the Company as at the date of the order,
14th July, 1998, were settled. During the year ended 31st December,
2004, the liabilities of HK$38,015,000 were fully settled. Therefore,
the special capital reserve of HK$1,544,171,000 became distributable
and was transferred to accumulated profits.

When sanctioning a reduction in nominal value of the Company’s
shares during the year ended 31st December, 2004 as described in
note 37, the High Court of the Hong Kong Special Administrative
Region stipulated that the credit arising on the reduction be transferred
to a special capital reserve, and that reserve was not to be regarded
as distributable until all of the liabilities of the Company as at the
date of the order, 9th March, 2004, were settled. At 31st December,
2005, liabilities of the Company included HK$245,011,000 (2004:
HK$308,511,000) in respect of liabilities in existence at 9th March,
2004.
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THE GROUP THE COMPANY
2005 2004 2005 2004
THER FHAT THER FET
HK$'000 HK$'000 HK$'000 HK$'000
RITHEX Bank overdrafts 66,334 13,903 21,518 3,755
RITER Bank loans 1,785,337 2,009,487 179,500 239,500
1,851,671 2,023,390 201,018 243,255
ENERE (K F) Loan notes (note a) 78,405 78,405 78,405 78,405
AR EAE Obligations under finance lease 5 17 - =
REDERFER Advances from minority shareholders
(et Z) (note b) - 4,620 - -
B &5 (et i3) Other loans (note c) 349,583 95,958 - -
2,279,664 2,202,390 279,423 321,660
AHER Secured 1,541,725 1,318,215 140,000 200,000
a3 siwid Unsecured 737,939 884,175 139,423 121,660
2,279,664 2,202,390 279,423 321,660
RESBERATEE Carrying amount repayable:
EER T —FR On demand or within one year 1,532,320 1,673,852 201,018 243,255
ZR—F More than one year, but
1B 78 38 P 5F not exceeding two years 433,668 272,987 - -
ZRWE - More than two years, but
BENERARSE not exceeding five years 215,642 253,859 78,405 78,405
LA More than five years 98,034 1,692 - =
2,279,664 2,202,390 279,423 321,660
B BRERRBEE Less: Amounts due within one year
R—ERNIH o8 shown under current liabilities (1,532,320) (1,673,852) (201,018) (243,255)
747,344 528,538 78,405 78,405
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Notes:

(a)

Th

Loan notes with an aggregate principal amount of HK$78,405,000, which
were issued by the Company as part of the consideration of the
repurchase of shares of the Company during the year ended 31st
December, 2003, carry interest at 2.5% per annum and are repayable
on 29th August, 2008.

At 31st December, 2004, the advance from minority shareholders of a
subsidiary was unsecured, repayable within twelve months from the
balance sheet date and carried interest at 8% per annum.

Other loans of HK$245,000,000 (2004: nil) carry interest at prime rate
plus 1% per annum, are secured and repayable in 2006. Other loans of
HK$67,308,000 (2004: HK$70,755,000) carry interest at 6.696% (2004:
6.372%) per annum, are secured and repayable in 2006. The remaining
other loans carry interest at market rate, are unsecured and repayable
within twelve months from the balance sheet date.

e exposure of the Group's fixed-rate borrowings and the contractual

maturity dates (or repricing dates) are as follows:

2005 2004
TET FHTT
HK$'000 HK$'000
Fixed-rate borrowings:
Within one year 862,548 1,220,836
In more than one year but
not more than two years 336,538 268,868
In more than two years but
not more than three years 155,328 56,604
In more than three years but
not more than four years - 78,405
In more than five years 5,376 -
1,359,790 1,624,713

In
at

addition, the Group has variable-rate borrowings which carry interest
HIBOR. Interest is repricing every three months.
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The ranges of effective interest rates (which are also equal to contracted interest
rates) on the Group's borrowings are as follows:

2005 2004

Effective interest rate:
Fixed-rate borrowings 2.50% to 2.50% to
10.50% 10.00%
Variable-rate borrowings 2.12% to 1.15% to
8.00% 6.50%

The carrying amounts of the Group’s interest-bearing borrowings are
denominated in the following currencies:

B
AR®¥ Hong Kong EP wE
Renminbi dollars US dollars Total

TART THT TAT TAT
HK$'000 HK$'000 HK$'000 HK$'000

2005

Bank overdrafts - 66,334 - 66,334

Bank and other loans 1,428,454 755,185 29,691 2,213,330
1,428,454 821,519 29,691 2,279,664

2004

Bank overdrafts - 13,903 - 13,903

Bank and other loans 1,501,836 648,240 38,411 2,188,487
1,501,836 662,143 38,411 2,202,390

During the year, the Group obtained new loans in the amount of
HK$1,472,716,000. The loans bear interest at market rates and will be repayable
in or before 2015. The proceeds were used to finance operating activities of
the Group.

The directors consider that the carrying amount of interest-bearing borrowings
approximates their fair value.
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THE GROUP THE COMPANY
2005 2004 2005 2004
TER TAT TER TAT
HK$"000 HK$'000 HK$'000 HK$'000

Promissory note (note a) 40,000 40,000 - -
Advances from minority
shareholders 61,642 170,967 - -
Amounts due to former
minority shareholders 49,855 - - -
Amounts due to jointly
controlled entities 59,254 104,085 - -
Amount due to an associate 4,973 2,120 -
Amounts due to subsidiaries - - 70,744 127,138
215,724 317,172 70,744 127,138

Carrying amount repayable:

On demand or within one year 143,060 168,085 - -
More than one year (note b) 72,664 149,087 70,744 127,138
215,724 317,172 70,744 127,138

Less: Amounts due within
one year shown under
current liabilities (143,060) (168,085) - -

72,664 149,087 70,744 127,138

Notes:

(a) A promissory note with a principal amount of HK$40,000,000, which was issued by the
Group during the year ended 31st December, 2001, carried interest at 7% per annum
and was repayable on 20th December, 2004. During the year ended 31st December,
2004, the noteholder agreed to waive the interest accrued but not yet paid and the
promissory note became interest free since then.

(b) The amounts are unsecured and not repayable within twelve months from the balance
sheet date.

The directors consider that the carrying amount of interest-free borrowings
approximates their fair value.
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On 26th May, 2002, the Group entered into a tenancy agreement
with a tenant in respect of leasing of an investment property for a
period of 20 years. Pursuant to the agreement, the tenant agreed to
bear the costs of fitting out works of the investment property at an
agreed amount of HK$178,140,000 payable on behalf of the Group
in lieu of paying operating lease rental to the Group for a period of 6
years, and paying a monthly operating lease rental over the remaining
lease period. During the year, the Group revised the terms of the
lease and determined with the tenant that the costs of fitting out
works of the investment property to be borne by the Group would
be revised to HK$60,577,000 and the annual operating rental payable
by the tenant for the remaining period would be reduced. Taking
consideration of the substance of the arrangements, the reduction of
costs of fitting out works to be borne by the Group of
HK$117,563,000 was reclassified as deferred rental income from a
tenant and will be released to the profit or loss on a straight-line
basis as rental income over the remaining lease term of 17 years. At
31 December, 2005, deferred rental income from a tenant to be
released within one year of HK$6,915,000 has been included in trade
and other payables.

Membership debentures represent golf guaranty fees which are
refundable to members twenty years after joining the golf club or
can be used by members to set off against the cost of purchasing
villas at the golf course.

The fair value of the Group’s membership debentures as at the balance
sheet date, determined based on the present value of the estimated
future cash flows discounted using the prevailing market rate at the
balance sheet date approximates to the carrying amount of the
membership debentures.
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(iii)

The following are the major deferred tax liabilities and assets recognised and movements
thereon during the current and prior years:

THE GROUP

At 1st January, 2004
- as originally stated
- effect of changes in
accounting policies (note 2)

- restated
Avrising on acquisition of subsidiaries
Charge (credit) to income for the year
Charge to equity for the year

At 31st December, 2004

Effect of changes in accounting
policies (note 2)

At 1st January, 2005 (Restated)

Exchange adjustments

Charge (credit) to income for the year

At 31st December, 2005

Notes:

REAS
R

friHEE EHERIER

Adjustments AAHZER

to conform Elimination

Bff to the of inter-

EHAH  RENE W& Group's REHEEE  company

Business Revaluation ~ BEHE accounting Allowance chargesin iEEH
combinations of Accelerated policies for  properties land HEFE

(i) investment tax (Wil doubtful (¥ appreciation Tax 0] @it
(Note)  properties depreciation  (Note i) debts  (Note i) tax losses Others Total
T Tk TAxr  TExr  TEx  TExr  TEx  TEr  TEr ThEn
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
489,247 25,061 8,843 80,317 (5.175) (40,062) 1,520 - (12) 559,739
- 25,260 - (12,712) - - - - - 12,548
489,247 50,321 8,843 67,605 (5175) (40,062) 1,520 - (12) 572,287
102,058 - - - - - - - - 102,058
(30,677) (482) 3,690 103,441 (1317) 3,367 28,162 - 12 106,196
- 17,931 - - - - - - - 17,931
560,628 67,770 12,533 171,046 (6,492) (36,695) 29,682 - - 798,472
- - - - - - - - 632 632
560,628 67,770 12,533 171,046 (6,492) (36,695) 29,682 - 632 799,104
1,062 1,012 556 3,699 (125) - 573 - - 6,777
(44,612) 84,602 3,772 (35,011) (2,668) 1,384 (14,620) (3,840) 8) (11,001)
517,078 153,384 16,861 139,734 (9,285) (35,311) 15,635 (3,840) 624 794,830

(i)  This represents the tax effect of the temporary differences arising from the fair value adjustments

to properties for and under development upon acquisition of property holding subsidiaries.

(if)

This mainly represents the tax effect of the temporary differences arising from the adjustments

to management accounts of certain subsidiaries to conform to the Group’s policies of revenue
recognition and capitalisation of property development cost.

(iii)

This represents the tax effect of the temporary differences arising from the elimination of inter-

company charges originally capitalised as cost of properties under development, properties for
sale and investment properties of subsidiaries.
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For the purposes of balance sheet presentation, certain deferred tax
assets and liabilities have been offset. The following is the analysis of
the deferred tax balances for financial reporting purposes:

2005 2004

F& T F& T

HK$’000 HK$'000

=7

(Restated)

Deferred tax liabilities 799,830 798,472
Deferred tax assets (4,950) —
794,880 798,472

At the balance sheet date, the Group has unused tax losses of
HK$329,497,000 (2004: HK$278,572,000) available for offset against
future profits. A deferred tax asset has been recognised in respect of
HK$11,636,000 (2004: Nil) of such losses. No deferred tax asset has
been recognised in respect of the remaining HK$317,861,000 (2004:
HK$278,572,000) due to the unpredictability of future profit streams.
Included in unrecognised tax losses are losses of HK$148,271,000
(2004: HK$115,250,000) that will gradually expire until 2010. Other
losses may be carried forward indefinitely.

At the balance sheet date, the Group has other deductible temporary
differences of HK$217,417,000 (2004: HK$167,659,000). No deferred
tax asset has been recognised in relation to such deductible temporary
differences as it is not probable that taxable profit will be available
against which the deductible temporary differences can be utilised.

During the year ended 31st December, 2004,

(@) The Group acquired an additional 18.69% interest in CBI
Investment Limited (“CBI”), a former 45.89% owned associate,
for a consideration of HK$28,000,000 which was satisfied by
cash of HK$3,000,000 and an interest bearing promissory note
of HK$25,000,000. CBI holds 88% interest in Zhao Qing Golf
and Development Co., Ltd., a company established in the PRC
and engaged in property development and golf course operation.

KXEZFRBEEEERAT Tian An China Investments Company Limited



() AEBIREIL REHERQ
EAERAR(MHEmm#l) 2
A5%FEIMER - WIERER
54,637,000/% 7T ° 3t ;= #
RARRNEEFEABSS%ER 2
HEES AR WK EK
% dtEREHERNAELARRZ
2EWB AR o EREHR
REKY  FEREWEE
RER -

BETEE

ME - BE K&
FEREME

T {FE A HETE & B
B 5 & H M EWERR -
me RBEMK
BRPYE
FEME

HihFE

RITHEF KA S
T%&EMKN%%
BEEFES
RITREMER
REHE QRS R
REDEBREBER
REAEERQBER
BHEES
DB R A 5
EEBBEAR

ﬁ:‘umiﬁaﬁk
325 2
Ko TR AR E AT
— (A AR E
— W 2 PR 5

(b) The Group acquired an additional 45% interest in Beijing Nanhu Huayuan
Apartment Co., Ltd. (“Beijing Nanhu”), a former 55% owned jointly
controlled entity, for a cash consideration of HK$54,637,000 after which
Beijing Nanhu became a wholly owned subsidiary of the Company. Beijing
Nanhu is established in the PRC and engaged in property development.

NET ASSETS ACQUIRED

Property, plant and equipment

Properties for development

Prepaid lease payments for land use rights

Trade and other receivables, deposits and
prepayments

Properties under development

Properties held for sale

Other inventories

Bank balances and cash

Trade and other payables

Pre-sale deposits

Bank and other loans

Amount due to an associate

Amounts due to minority shareholders

Amount due to the Group

Membership debentures

Minority interests

Deferred tax liabilities

Less: Interest acquired in previous years as interest in

a jointly controlled entity

Interest acquired in previous years as interests in associates

— Share of net assets

— Goodwill on acquisition, less amortisation

2004
TFHET
HK$'000
(E5)

(Restated)

120,967
173,345
16,575

21,598
387,886
2,915
2,305
4,484
(17,083)
(22,081)
(89,893)
(3,358)
(7,689)
(72,584)
(51,609)
(86,614)
)

(102,058

277,106

(128,205)

(65,944)
(320)

82,637
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44. PURCHASE OF SUBSIDIARIES (CONTINUED)

2004
TET
HK$'000

SATISFIED BY
Cash consideration 57,637
Promissory notes 25,000
82,637

Analysis of the net outflow of cash and cash
equivalents in respect of the purchase of

subsidiaries:
Bank balances and cash acquired, net 4,484
Cash consideration (57,637)

Net outflow of cash and cash equivalents in respect of

the purchase of subsidiaries (53,153)
The subsidiaries acquired during the year ended 31st December, 2004 did not
make any material contribution to the Group’s turnover and profit from
operations for that year.
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The Group as lessor

At the balance sheet date, investment properties with an aggregate
carrying value of approximately HK$1,603,588,000 (2004:
HK$817,770,000) were rented out under operating leases. Certain
investment properties are leased out for a period of 20 years from
the date of commencement of operation of a lessee that occupies
the properties. The rentals are calculated at a certain percentage of
the turnover (net of value added tax) of the lessee, with a minimum
annual rental. Other investment properties were leased out for periods
ranging from 1 to 9 years and the majority of the leases did not have
any renewal options given to the lessees. The Group had contracted
with tenants for the following future minimum lease payments:

rEH

THE GROUP
2005 2004
FER FHTT
HK$'000 HK$'000
Within one year 74,884 22,832

In the second to fifth years

inclusive 175,525 82,847
After five years 203,671 215,618
454,080 321,297
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The Group as lessee

At the balance sheet date, the Group and the Company had commitments
for future minimum lease payments under non-cancellable operating leases
in respect of rented premises which fall due as follows:

rEE P YN

THE GROUP THE COMPANY
2005 2004 2005 2004
THERT TET THERT TET
HK$'000 HK$'000 HK$'000 HK$'000
Within one year 10,468 12,370 569 959

In the second to fifth

years inclusive 19,997 27,367 - 237
Over five years 252,892 250,876 - -
283,357 290,613 569 1,196

In June 2001, the Group entered into an arrangement with a PRC third
party to lease its production facilities for manufacture of cement with a
term of twenty years. Under a supplemental agreement with the PRC third
party, the Group has an option to terminate the said lease in June 2003 and
at the end of every two years after June 2003. The Group has no current
intention to terminate the lease.

Also, in prior years the Group entered into agreements with PRC parties to
lease certain vacant land sites with a term of seventy years for future property
development. Until the Group enters into agreements for the acquisition of
the land use right of these sites, the Group is liable for the payment of rent,
which is calculated based on the site area not yet acquired. The rental is
fixed for the first three years and will be increased by 5% for each of the
following three-year periods. The operating lease commitments for these
land sites are calculated by reference to the planned development timeframe
and are included in the above analysis.
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(For the year ended 31st December, 2005) Notes to the Financial Statements

45 HEZ 85 &) 45. LEASE ARRANGEMENTS (CONTINUED)
AEBRAER The Group as lessee

AEBEHREBOMAEWZE  Other operating lease payments represent rentals payable by the Group for certain
ZEMESEBEAEEMEE  of its office properties. Leases are negotiated for a term ranging from one to eight
HEERA - HALHETENME  years at fixed rentals.

EHAI1ESF &1 # -

46. B 7R H 46. CAPITAL COMMITMENTS
r5E ARF
THE GROUP THE COMPANY
2005 2004 2005 2004

TR TR TR TETL
HK$'000 HK$'000 HK$'000 HK$'000

BEENEEZ Capital expenditure
BEARTH in respect of contracted
V=3 commitments for:
-BEERANZ - acquisition of land use
& R rights in the PRC 1,449,530 1,537,461 - =
-BEEWE - — acquisition of property,
55 R 5% 4 plant and equipment 5,533 34,921 - =
—BEXTFHE QA — loans to associates 4,650 5,383 - =
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A7. X EBEE 47. CONTINGENT LIABILITIES
(F)ARARERAEBER (a) At31st December, 2005, the Company and the Group had guarantees as follows:
—TERF+A
=t+t—BZERHN
T
rEE b N
THE GROUP THE COMPANY
2005 2004 2005 2004
FTAET THET TER THET
HK$'000 HK$'000 HK$'000 HK$'000
METRBAZRT Guarantees given to banks in respect
EERRTT of banking facilities utilised
ER R by:
—MEBARA - subsidiaries - - 401,704 500,166
— HREEH A AR — jointly controlled entities - 75,472 - =
MG TYEBEE Guarantees given to banks in respect
ZIRIBE R MIRTT of mortgage loans granted to
E H & 1R property purchasers 382,110 499,146 1,908 4,102
BT MEERNEB Guarantee given to a bank in respect
AR THMERAES of a banking facility granted to
FHZRITEER— a vendor of land use rights to
IR 1T VE B4R a property development subsidiary 13,267 13,016 - =
MAEEREZRLR Bills of exchange discounted
BEEER with recourse - 18,208 - =
BB A R FTET Guarantee in respect of a promissory
Z IR {EH R note issued by a subsidiary - - 40,000 40,000
HR—MEARMBA Guarantee given to a money lender
ERA—HWRAEL in respect of a loan facility utilised
S by a subsidiary - - 245,000 -
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(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
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$148,098,000 (2004: HK$114,944,000)
and share of land appreciation tax of jointly controlled entities
and an associate attributable to the Group amounts to
HK$88,056,000 (2004: HK$60,820,000).

Certain property purchasers have taken legal action against a
subsidiary of the Company and are claiming for compensation
totalling approximately HK$4,902,000 as a result of alleged late
issue of title deeds of properties sold to them. The Group has
arranged the issue of title deeds of properties in early 2005, and
assessed the claims 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$50,317,000 together
with compensation. Inventories of completed properties with
carrying value of HK$36,057,000 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$60,286,000. 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 provision is required to be made.
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(e)

(i)

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$7,650,000 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$9,798,000.
The Group has assessed the claims and considers that no provision
is required to be made.

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 contractor has sued a subsidiary of the Company for
outstanding construction costs and compensations of totally
approximately HK$29,683,000 which are being disputed. This
contractor has also sued the subsidiary for the repayment of
advances of HK$5,853,000 and outstanding interest of
HK$1,938,000 which have been included in current liabilities
and have become overdue. These cases are under trial by the
courts in the PRC. The Group has assessed the claims and
considers that the final outcome of the claim will not have
material effect on the financial statements.

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

KXEZFRBEEEERAT Tian An China Investments Company Limited



() —BRPBRZEEBHRARNRR 2B
NEREERETY  BEEEEERE
ITHHEHEBEXBX  ZEXREDY
44,522,000 T MR EE AT o LR
HERPBIAREES - AEBE HIL
BRE#HETIHREBKERER®E -
REBRRDKEEIGEAIREEZE
T TEFESELEE-

SE2ERBRERKRAZGIHEL ZE
BUSE 8 ([BERKGE ) RRERES
GEHRR —_ETTF+ AR ZABEEFE
([BEEtE]) - ZSFECEERARH
ZEEDHARE BIXRABEZERESR
Frish - HREEAEINZZAT - RABE
BRAFEKEZREREMEZEE2HBER
REtElHBERBEEE - AR -_ZTTT
FT_A—BIENBRHMABZEEFT2ER

EEEtE -

HRBBELFEIKE EERAEBZHEXK
BEEBABHETSZ5%  RFIELRA
20,0008 MEIBAZEAFSHA
20,0007 7T © AN& B J5 € {E H 5% 2 i 75 4

e
A °

EBERAEE 25 AEKABERAKER
HED - EEZHREEBO%ES% © MALE
BARETI CTEEE  E5%E10% 24
o MERBEETEFEENE MBHRER
AR B ARG 2] - EARE 2 B GG AT
BASEZENEREHE REBEE-FTTH
FTZA=T—HIEFEA - AREmMRE
MBEHRZ SR A247,0008 L (ZEE X
% :83,00087L) - RN&EER - AEEERT
18 28 AR OR T 2 M BREE 2 £ 5% BT H0 Rk 4 2 P A
HRELEBE2000B8 T (T NF
165,0007%& 70) °

(j) A joint venture partner in the PRC has taken legal action against
subsidiaries of the Company claiming for compensation of
approximately HK$44,522,000 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 provision is required to be made.

The Group participates in both a defined contribution scheme which
is registered under the Occupational Retirement Scheme Ordinance
(the “ORSO Scheme”) and a Mandatory Provident Fund Scheme (the
“MPF Scheme”) established under the Mandatory Provident Fund
Ordinance in December 2000. The assets of the schemes are held
separately from those of the Group, in funds under the control of
trustees. Employees who were members of the ORSO Scheme prior
to the establishment of the MPF Scheme were offered a choice of
staying within the ORSO Scheme or switching to the MPF Scheme,
whereas all new employees joining the Group on or after 1st
December, 2000 are required to join the MPF Scheme.

For members of the MPF Scheme, both employees’ and the Group's
contributions are calculated at 5% of the employee’s monthly relevant
income, with the mandatory cap of HK$20,000, and the Group will
make 5% top-up contribution if an employee’s monthly basic salary
exceeds HK$20,000.

The ORSO Scheme is funded by monthly contributions from the
employees at rates ranging from 0% to 5% and from the Group at
rates ranging from 5% to 10% of the employee’s basic salary,
depending on the length of service with the Group. Where there are
employees who leave the ORSO Scheme prior to vesting fully in the
contributions, the contributions payable by the Group are reduced by
the amount of forfeited contributions. During the year ended 31st
December, 2005, the amount of forfeited contributions used to set
off contributions was HK$247,000 (2004: HK$83,000). At the balance
sheet date, the total amount of forfeited contributions, which arose
upon employees leaving the ORSO Scheme and which are available
to reduce the contributions payable in future years, was HK$2,000
(2004: HK$165,000).
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The employees of the Company’s subsidiaries established in the PRC
are members of a state-managed retirement benefit schemes operated
by the PRC government. These subsidiaries are required to contribute
certain percentage of payroll costs to the retirement benefit schemes
to fund the benefits. The only obligation of the Group with respect
to the retirement benefit schemes is to make the specified
contributions.

During the year ended 31st December, 2005, the Group made
contributions to the retirement benefits schemes of HK$12,370,000
(2004: HK$9,082,000).

During the year ended 31st December, 2005,

(@) The Group has disposed of its entire interest in a subsidiary
engaged in property investment 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.

(b) 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. Subsequently
during the year, the Group has entered into a supplemental loan
agreement with that subsidiary of SHK to increase the credit
facility from HK$100,000,000 to HK$280,000,000 for a term of
36 months from 7th November, 2005. Such revolving credit
facility is secured and carries interest at a rate of prime rate plus
1% per annum.

(c) The Group has acquired from two minority shareholders their
40% interest in a subsidiary for an aggregate cash consideration
of approximately HK$19,263,000, as detailed in note 9(a).

(d) The Group has disposed of its entire 51% interest in a jointly
controlled entity to a minority shareholder of the Company’s
subsidiaries at a cash consideration of approximately
HK$7,759,000. The Group has also acquired from the same
minority shareholder the additional interests in two subsidiaries
at the aggregate cash consideration of approximately
HK$2,110,000, as detailed in note 9(b).
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During the year ended 31st December, 2004,

(e)

The Group has acquired an additional interest in an associate from a subsidiary
of SHK, at a consideration of HK$28,000,000 which was satisfied by cash of
HK$3,000,000 and an interest bearing promissory note of HK$25,000,000, as

described in note 44(a).

The Group entered into a conditional agreement for disposed of a subsidiary

to SHK at a cash consideration of HK$13,806,000.

The Group had other material transactions and balances with related parties as
follows:

)

(i)

SHK

— Interest on promissory notes

— Outstanding loan note, as detailed in
note 39(a)

— Other loan payable, as detailed in
note 39(c)

— Interest on loan note

— Interest on other loan payable

— Loan arrangement fee

— Insurance paid

— Amounts payable

Controlling shareholders of SHK (and which
have common directors with the
Company)

— Rent, property management and
air-conditioning fees paid

— Management fee

— Share of administrative expenses

— Interest on promissory notes

— Other loan payable

— Amounts payable

2005 2004
FTER TAET
HK$'000 HK$°000
- 5,124
78,000 78,000
245,000 =
1,950 1,955
4,804 =
1,250 =
905 1,042
3,609 617
2,327 1,737
4,080 =

- 1,100

- 208

1,400 =
9,003 1,709
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Q. FHREATZXRS

K&tk #)

(i) AEEZ HREGIRQ A

— HEEHIA R RAT
BTYAREEZRIT
EEELER

—HEEHARGET
BEMELIRIT -
ERBTAEEZ
RITEE &
(ZFFNF :
47,200,000/ 7T)
ki

—m— £ RFZES A A
BEREME

(iv) PHERE
—KREERE
HeEH

) ARA—(LIEARTT
E=ZREAERH
AN
—ERREXER

(vi) EZEIEEH M
- hkEMEHER
=Rl
—RIKEFE A

ERAXZZEBEEETEEZF

VA

49. RELATED PARTY TRANSACTIONS AND BALANCES

(CONTINUED)

2005
TR
HK$'000

2004
THET
HK$'000

(iii) Jointly controlled entities of the Group
— Guarantees provided by jointly controlled
entities to banks for banking facilities
granted to the Group 18,269
— Pledge of investment properties by
a jointly controlled entity
to banks for banking
facilities amounting
to nil (2004:
HK$47,200,000)
granted to the Group -
— Acquisition of investment properties
from a jointly controlled entity 19,562
(iv) Minority shareholders
— Rental expenses for cement production
facilities 5,852
(v) A company of which a non-executive
director of the Company is
a partner
— Legal and professional fees 3,081
(vi) Key management personnel compensation
— Salaries and other short-term employee
benefits 5,744
— Retirement benefits costs 227

27,358

60,217

5,230

1,607

8,291
283

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

concerned.
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(F)REESRN LBBa K RRND BRI R

([ EBKE]) &6 & EFE
142,177,000 . (Z 2T M F
150,579,000/ JT) 2 54.7% (ZZZ Y
F54.7%) EREARNEBEERIRIT
BXEEZET o EBICEIERILE
METRKEBERARAEEFE
69,795,000 ot (= T T M F
67,553,000/ 70) 2 95% (ZZEZT M4 -
95%) EmiER LMK —HEHE QA
EBES—HRITEEZEMA -

(2)KREEH PR Tian An Land (Shanghai)

Limited ([ Tian An Land])) lRE &
421,148,000 T (Z T T Y F :
482,716,000/ 7T (%)) 2 100% (=&
TPF : 100%) B IEBAR AR ERE
TEE 2 o Tian An Landz — & B
B2 a o5l #4 R E 335,611,000 7T
—ZZ PO : 320,000,000 0) 2 1%
AW ¥ K ERME(E25,690,0008 T (= F
TIF - FFEYHEIREE264,631,000
BIL)ZWE  BERSEBEERZNB
NAVERBITEE 2HER -

(R RAEBBRRLHERE (FE) BRA

A ([R&E]) RABEEERAREK
EE S Bl 4387,384,00087C ' (ZZTZ
U4 : 4#) 55,212,000 T (ZZEZ W
) 2100% (ZTTP0F - ) S
ERAEBEREMERCER - X%
Ez —HHRBAAS A EERE
369,688,000/8 7T (ZEZ M F : £) &
154,569,000 C (Z T MF : &) 2
REYMEEAZNBRAREREBITEE
RAEBEERAMERZER -

At 31st December, 2005,

(a)

The Group’s 54.7% (2004: 54.7%) interest in SAC with
consolidated net assets of HK$142,177,000 (2004:
HK$150,579,000) was pledged against a bank overdraft facility
granted to the Group. SAC’s 95% (2004: 95%) interest in
Shandong Allied Wangchao Cement Limited with net assets of
HK$69,795,000 (2004: HK$67,553,000) was also pledged against
another banking facility granted to a subsidiary of SAC.

The Group’s 100% (2004: 100%) interest in Tian An Land
(Shanghai) Limited (“Tian An Land”) with carrying value of
HK$421,148,000 (2004: HK$482,716,000 (as restated)) was
pledged against a banking facility granted to the Company.
Investment properties and property, plant and equipment held
by a subsidiary of Tian An Land with carrying values of
HK$335,611,000 (2004: HK$320,000,000) and HK$25,690,000
(2004: properties for sale of HK$264,631,000) respectively were
pledged against a banking facility granted to that subsidiary.

The Group’s 100% (2004: nil) interest in Tian An Real Estate
Agency (China) Company Limited (“Tian An Real Estate”) and
Sky Full Enterprise Limited with carrying values of
HK$387,384,000 (2004: nil) and HK$5,212,000 (2004: nil)
respectively were pledged against an other loan facility granted
to the Group. Investment properties held by a subsidiary of Tian
An Real Estate with carrying values of HK$369,688,000 (2004:
nil) and HK$154,569,000 (2004: nil) were pledged against
banking facilities granted to that subsidiary and an other loan
granted to the Group respectively.
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(T) A& E #§ IR 1717 5£64,749,000% 7T (=
TEPNE : 75,647,000 70) B E T
MBARRAE W  KEREHE - F
BREYE BFRPVE FEMERE
BEYEE®ED B A960,0008 T (ZF
T PO : ) 505,873,000 (=
T P £ : 270,195,000/ JT )
490,800,000 L (Z T2 Y F
642,027,000/ 7T) * 258,630,000/ JT
(ZZZ W% : 107,545,000 7T) &
789,227,000 T (Z & 4 4§
318,770,000 70) 4 sRITIE A A S B &
RIBTEEZEM -

() REB B IRME 2,845,000 T (ZEZ
P4 : 6,551,000 7T) 2 B EMEE
ABEME R Z KT o

(2) A& E# R EES 544,628,000 7T
(ZZZT MM : 43,197,000 T) &
53,583,000 t (Z T ZF Y F
50,929,000 T) 2 FERMERERE
TEERESRNER2ER - ZE
NEERE &S - BERER -

(BF) REB B ER1T1F23,521,0008 7L (==
TPNF  E)RIRITIEAMEERER
BIBE R 2T -

(F)AKEZETEE @ RWF47(T) k47
() Fritt - RAAFERERH °

RZZFZEWE+A=+—80 A5BEHER
H{E % Al A205,626,0007% T & 122,675,000
BILIREMERERPYEGRITERS
T-—BZERARTEEREMER 2K
}ﬁ o

(d)

Bank deposits, property, plant and equipment, properties for
development, properties under development, properties for sale
and investment properties of certain subsidiaries with carrying
values of HK$64,749,000 (2004: HK$75,647,000), HK$960,000
(2004: nil), HK$505,873,000 (2004: HK$270,195,000),
HK$490,800,000 (2004: HK$642,027,000), HK$258,630,000
(2004: HK$107,545,000) and HK$789,227,000 (2004:
HK$318,770,000) respectively were pledged to banks for banking
facilities granted to the Group.

Properties for development with carrying value of HK$2,845,000
(2004: HK$6,551,000) were pledged against other loans.

Pledges of properties for development and under development
with carrying values of HK$44,628,000 (2004: HK$43,197,000)
and HK$53,583,000 (2004: HK$50,929,000) respectively against
a trade payable which has been settled, have not been released.

Bank deposits with carrying value of HK$3,521,000 (2004: nil)
were pledged against mortgage loans granted to property
purchasers.

Certain assets of the Group are under the custody of courts, as
described in note 47(d) and 47(e).

At 31st December, 2004, investment properties and properties under

development with a carrying values of HK$205,626,000 and

HK$122,675,000 respectively were pledged against a banking facility

granted to a trade creditor and an other loan.

KXEZFRBEEEERAT Tian An China Investments Company Limited



BBABRIN  FAXENBARNESSE
HMARST  YEEBABBEEENE - HE

Particulars of principal subsidiaries which are incorporated and are
operating principally in Hong Kong except where otherwise indicated

W are as follows:
ARRBE R
EERRAEE
ERITHR A& A2 LBl
TERRA Proportion of nominal
& A value of issued
Paid up issued ordinary share capital/
ordinary share registered capital
capital/ held by the Company
i) PN registered EE HiE IEER
Name of subsidiary capital Directly Indirectly  Principal activities
% %
All = Shanghai Inc. @ US$15,376,500 = 8333 ®EEK
Investment holding
Allied Resort (Hangzhou) Company Limited Us$1 - 100 REHEK
Investment holding
TREREEAEERAAO US$15,600,000 - 100 WMEEER
Beijing Nanhu Huayuan Apartment Co., Ltd. @ Property development
Best Advantage Limited @ US$1 - 100 REER
Investment holding
CBIREARAA HK$151,031,629 - 6458 REEM
CBI Investment Limited Investment holding
RERLZEHERERER ATV RMB50,000,000 - 100 MEEE
Changchun Tian An Real Estate Development Property development
Co., Ltd. ¥
BMRZADERERARY US$2,650,000 - 100 WEEER
Changzhou Tian An City Development Co., Ltd. ¥ Property development
BMAZESEXBRARY US$8,000,000 - 100 WEEBERRRE

Changzhou Tian An Landmark Co., Ltd.

Property development and
investment
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51. X ENBAAFHE @) 51.PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)
NGNS AA )
EERRAEE
ERTHR &R 2Bl
EERRAE Proportion of nominal
& A value of issued
Paid up issued ordinary share capital/
ordinary share registered capital
capital/ held by the Company
i) PN registered HE MiE FEE£X
Name of subsidiary capital Directly Indirectly  Principal activities
% %
EMRRTHREMEERERAR O US$3,914,414 - 100 MEER
Changzhou Tian An Yuan Cheng Real Estate Property development

Development Company Limited

EREBBERARA HK$200 100 - REZR
Chinaland Management Limited Investment holding
Commander Ventures Limited Us$1 = 100 REHER

Investment holding

BNMEER (LB BRAR O US$620,000 - 100 YMEEHR

Cornell Properties Services (Shanghai) Co., Ltd. @ Property management

RLZERARAR O HK$2 - 100 MEER

Country Wise Development Limited @ Property development

AEXZEWEREERAR ® US$6,800,000 - 60 MEER

Dalian Tian An Property Development Property development
Co., Ltd. @

AREXZBABRAEERARF Y US$10,000,000 - 100 HNEERERA

Dalian Tian An Tower Co., Ltd. ¥ Property development and

investment
Foo Chow Holdings Limited @ US$1 = 100 #®EER

Investment holding

PEARAT HK$2 - 100 REEK
Giant Chance Limited Investment holding
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(For the year ended 31st December, 2005) Notes to the Financial Statements

51. X ENBAAFHE @) 51.PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)
NGNS AA )
EERRAEE
ERTHR &R 2Bl
EERRAE Proportion of nominal
& A value of issued
Paid up issued ordinary share capital/
ordinary share registered capital
capital/ held by the Company
i) PN registered HE MiE FEE£X
Name of subsidiary capital Directly Indirectly  Principal activities
% %
Grand Rise Investments Limited US$1 = 100 #®EER

Investment holding

BMTAREHERERRERAR O US$12,000,000 - 90 MEEE

Guangzhou Tian Sui Realty Development Property development
Co., Ltd. @

BRERERRAT HK$1,000,000 - 100 REHEK

Hong Kong East World Investments Limited Investment holding

Interform Building Material Supplies Limited US$100 - 100 EBEEEM

Trading of building materials

Interform Construction Supplies Limited @ Us$2 - 100 BREZRREEEM
Investment holding and
trading of building materials

Interform Strategic Holdings Limited @ Us$2 = 100 ®EER
Investment holding

RHEEE(BR)BRAA HK$11,900,002 - 100 ®EZK

Jeefo Holdings (HK) Limited Investment holding

IFTRLEHRERERRERAAD RMB20,000,000 - 60 MEER

Jiangmen City Tian An Property Development Property development
Co., Ltd. @

IRmHERBRERLEREERARO RMB20,000,000 - 100 WMEEE

Jiangmen City Xinhui District Jin Fu Property Property development

Development Co., Ltd. @
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51. T EME R TRFE @)

51. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(CONTINUED)
KATAMBERT
EERBAEE
BERTHR EMER 2 LA
EERRAE Proportion of nominal

HEMER
Paid up issued
ordinary share

value of issued

ordinary share capital/

registered capital

capital/ held by the Company
i) PN registered HE MiE FEE£X
Name of subsidiary capital Directly Indirectly  Principal activities
% %

ESERBERAA HK$2 - 100 MK
Join View Development Limited Money lending
Kylie Nominees Limited HK$2 - 100 REREARSE

Provision of nominee services
BRABEXRERAA Y US$7,500,000 - 100 MNERERRRERREER
Nanjing Tiandu Industry Co., Ltd. Property development and

investment and investment
holding

Qasis Star Limited @ US$1 = 100 ®EER

Investment holding
BEREEARAT HK$200 - 100 REEK
Oxwell Holdings Limited Investment holding
EREREFRAA HK$100 - 8 REER
Regal Asset Investment Limited Investment holding
THENEEERRA HK$5,000,000 - 100 ®EZK
SAC Building Material Holdings Limited Investment holding
ITHIBERAF HK$10,000,000 - 100 EEEM

SAC Engineering Company Limited

AELZHRBEEZEEAFMRAE Tian An China Investments Company Limited
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(For the year ended 31st December, 2005) Notes to the Financial Statements

51. TEMBEAAFRE @ 51.PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)
ARRFRE BT
EERRAEE
BERTHRE AEMER LA
ZEREA/ Proportion of nominal
TZfER value of issued
Paid up issued ordinary share capital/
ordinary share registered capital
capital/ held by the Company
MEBAREHE registered =83 MiE IEER
Name of subsidiary capital Directly Indirectly  Principal activities
% %
SAC Enterprises Limited HK$ 1,000 = 100 AREEARRUERRYE

Provision of management
services to group companies

\WEREEE ERARFRAR O US$9,200,000 - 95 AERDHKEREE
Shandong Allied Wangchao Cement Limited @ Manufacture and distribution

of cement and clinker

WREBKRERERDR © US$1,000,000 - 100 EERAHEKERAH
Shandong Shanghai Allied Cement Co., Ltd. ©) Manufacture and distribution

of cement and clinker

LEBEKEERAR ® US$24,000,000 - 60 HEERDHKERAR
Shanghai Allied Cement Co., Ltd. @ Manufacture and distribution

of cement and clinker

LTHKREBERAA HK$10,000,000 - 100 REEK

Shanghai Allied Cement Holdings Limited Investment holding

LEBAKERBBRDF® HK$ 182,348,761 - 5477  REZRK

Shanghai Allied Cement Limited Investment holding

TEAUBHELEERAR © US$15,000,000 - 100 MEEE

Shanghai Sheshan Country Club Company Property development
Limited

LEBRRAOREBERAF O US$28,000,000 - 98 MEERREE

Shanghai Tian An Centre Building Co., Ltd. @ Property development

and investment
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51. T EME R TRFE @)

51. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(CONTINUED)
KARFBERT
EERRAEE
ERTHR HEMER A
ZEREA/ Proportion of nominal

aMER
Paid up issued
ordinary share

value of issued
ordinary share capital/
registered capital

capital/ held by the Company
WELR AR registered =83 MiE IEER
Name of subsidiary capital Directly Indirectly  Principal activities
% %

LRRZABEEARAR O RMB65,000,000 - 9 MEER
Shanghai Tianan Riverview Co., Ltd. @ Property development
LEXARHERRAR O RMB50,000,000 - 80 MEEBRRRE
Shanghai Tianyang Real Estate Co., Ltd. Property development and

investment
Sino Dynamic Limited @ US$10,000 = 100 #®EER

Investment holding
RMERERAA HK$10 - 100 REEK
Sky Full Enterprises Limited Investment holding
Strait Investments (Shanghai) Limited US$10,000 = 7374 REER
Investment holding

MERBERAR O US$15,000,000 - 100 WMEFEREREER
Sunhaitung Co., Ltd. @ Property development and

investment holding
MRE (PE)BRARF O HK$2,000,000 100 - DERERREBERRS
Sun Hung Kai (China) Limited @ Property investment and

provision of consultancy

services
TARERBERRA HK$2 - 100 REWERS

T.A. Secretarial Services Limited

AELZHRBEEZEEAFMRAE Tian An China Investments Company Limited

Provision of secretarial
services



@z-Tras+-f=+-orsr) MW RM T

(For the year ended 31st December, 2005) Notes to the Financial Statements

51. T EME R TRFE @)

51. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(CONTINUED)
KARFBERT
EERRAEE
ERTHR HEMER A
ZEREA/ Proportion of nominal

aMER
Paid up issued
ordinary share

value of issued
ordinary share capital/
registered capital

capital/ held by the Company
WELR AR registered =83 MiE IEER
Name of subsidiary capital Directly Indirectly  Principal activities
% %

Tanya Nominees Limited HK$2 - 100 REREARE

Provision of nominee services
AL (RE)REBRAA HK$2 - 100 RKREHEK
Tian An (Changchun) Investment Company Limited Investment holding
AL (EM)REBERAA HK$2 - 100 RKREHEK
Tian An (Changzhou) Investment Company Limited Investment holding
AETEEXERAA HK$2 100 - REZKR RERELESER
Tian An China Enterprise Limited Investment holding, loan

financing and securities
dealing
AP EBEEHEREBRAR HK$2 100 - REER
Tian An China Hotel and Property Investments Investment holding
Company Limited

Az (BM) REBRDA HK$10,000 - 65 REER
Tian An (Guangzhou) Investment Company Limited Investment holding
A& (BEM)REBRAR US$10,000,000 100 - DEEE
Tian An (Guang Zhou) Investments Co., Ltd. ¥ Property development
Tian An Land (Shanghai) Limited @ US$1 = 100 HBER

Investment holding
Az (T BRERDA HK$2 100 - REEK

Tian An Pearl River Company Limited

Investment holding
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51. T EME R TRFE @)

51. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(CONTINUED)
KATAMBERT
EERBAEE
BERTHR EMER 2 LA
EERRAE Proportion of nominal

HEMER
Paid up issued
ordinary share

value of issued
ordinary share capital/
registered capital

capital/ held by the Company
i) PN registered HE MiE FEE£X
Name of subsidiary capital Directly Indirectly  Principal activities
% %

A% (LB)REBRRA US$30,000,000 60 40 NEZERIRERREER
Tian An (Shanghai) Investments Co., Ltd. ¥ Property development and

investment and

investment holding
A& (RY) EXERBRLA © HK$150,000,000 100 - DEEZRNRE
Tian An (Shenzhen) Enterprise Development Property development and

Ltd. @ investment
AE(RINIEXERBRAA HK$2 - 100 ®REER
Tian An (Shenzhen) Industrial Development Investment holding
Company Limited

AR (BH) REBR A HK$2 - 100 RKREHEK
Tian An (Shou Du) Investment Company Limited Investment holding
AR (BR)REBAR AT HK$2 - 100 RKREHEK
Tian An (Sui An) Investment Company Limited Investment holding
AR (RR)REAR A HK$2 - 100 REHEK
Tian An (Tianjin) Investment Company Limited Investment holding
AR (RE)REARAF HK$2 - 100 RKREHEK
Tian An (Wuhan) Investment Company Limited Investment holding
AR (EF)EREARAR V US$1,500,000 - 100 WMEERRER

Tian An (Xiamen) Property Investments
Co., Ltd. @

Property development and
management

AELZHRBEEZEEAFMRAE Tian An China Investments Company Limited
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51. T EME R TRFE @)

51. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(CONTINUED)
AABFBHC T
EERRAEE
BRTHRE EE R 2 Al
EEREA/ Proportion of nominal

HfmEx
Paid up issued
ordinary share

value of issued

ordinary share capital/
registered capital

capital/ held by the Company
WELR AR registered =83 MiE IEER
Name of subsidiary capital Directly Indirectly  Principal activities
% %
REABRAA HK$3 - 100 ®REZK
Town Young Company Limited Investment holding
BHEX (LB BRAR Y US$16,000,000 - 100 YEER
Value Harvest Real Estate (Shanghai) Co., Ltd. Property development
ERPFRAA HK$100 - 90 REER
World Market Limited Investment holding
RERBEHEREBERRFO RMB10,000,000 - 90 MEER
Wuhan Changfu Property Development Property development
Co., Ltd. @

BHILERBERAR O US$5,000,000 - 9% MEER
Wuxi Redhill Properties Co., Ltd. Property development
BHRZEHEREARAR O US$3,000,000 - 95 MEERLRBERBERR
Wuxi Tianan Real Estate Exploring Co., Ltd. @ Property development and

investment and

investment holding
BHREEXRERAR O US$4,511,074 - 9% MEER
Wuxi Tianxin Properties Co., Ltd. Property development
EERARERARAR O US$12,000,000 - 88 MEFERLEEBBKRINS

Zhao Qing Golf and Development Co., Ltd.

Property development and
golf course operation
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51. TEMBEAAFRE @ 51.PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)
NGNS AA )
EERRAEE
ERTHR &R 2Bl
EERRAE Proportion of nominal
& A value of issued
Paid up issued ordinary share capital/
ordinary share registered capital
capital/ held by the Company
i) PN registered HE MiE FEE£X
Name of subsidiary capital Directly Indirectly  Principal activities
% %
LB EERBRARO RMB50,000,000 - 100 MEER

Property development

TBERBERHEFERLRO US$20,000,000 = 75.05 YEEE
Property development

BREREHEREBRAAO US$5,125,100 - 9% MEER
Property development

FUTEZEIBAZMERDR (NRYIEE])W RMB1,500,000 = - (i) EBERM
("SZ TRIWA") Trading of building materials
TR EMELYRMERAR RMB4,000,000 = - (i) EERSEHEBRD

Manufacture and
distribution of slag powder

FBEZEREARMARAR ([ LEEE])V RMBS5,000,000 - - (i) EBEE#H

("SH TRIWA") & Trading of building materials
Bt - Notes:

() FETEPEKLEENE- (i)  Operating principally in the PRC.

(iy FEFRBEFMALAETIINGECENRLLE (i) Established as sino-foreign owned equity joint ventures and operating

{E o principally in the PRC.
(i) ERBELZEFSTMKL - (iii) Incorporated in the British Virgin Islands.
(iv) EAFEFTMAL ° (iv) Incorporated in Bermuda.
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v EREEMATANEBALERES
e -

EREEMAT BMALERATREEE
f -

RYNEE R EBRED B B = K MAL{E R
AR BRARRARRINEER LEE
FEZEMBAR T EEFAERER - RER
NEER LBEE RIBERLEBEER
BARREEIZZETHE  RIBER
LEBERAARERTAEEREN  ATX
E&%LFW%%&t@%%%%A%ﬁ&
T ARER %%W%%&iﬁgﬁzﬁﬁﬁ
m%ﬁﬁ Bt - RINBEER LBEERR
BARE 2B R T'ﬁﬁ¥%~§§&ﬁ
BETAHRAEEZERARN - RINEER L
BEEZEMRAHAEEHLE -

ZMBRRARRNBEEZIFZEMBE QR
HB0%iMEATIHALELE -

(viii)

AEMIILEDEEERRBAKE XA
MREEBERFEZNBRAR -EZERR
JIHEMHB AR CHFBTE<SERBRIT
E o

B ARFR IR A I E A B R E S
% o

Notes: (continued)

(viii)

Established as wholly foreign owned enterprises and operating principally
in the PRC.

Established as private limited liability companies and operating principally
in the PRC.

The Company does not have any equity interest in the registered capital
of SZ TRIWA and SH TRIWA as they are owned by three individuals and
two individuals respectively. Pursuant to certain agreements among SZ
TRIWA and SH TRIWA, the owners of SZ TRIWA and SH TRIWA and the
Group, the owners of SZ TRIWA and SH TRIWA agreed to assign to the
Group the power to appoint and remove all the members of the board
of directors of and to govern the financial and operating policies of SZ
TRIWA and SH TRIWA. Accordingly, SZ TRIWA and SH TRIWA are treated
as subsidiaries of the Company and their results, assets and liabilities are
consolidated with those of the Group. The registered capital of SZ TRIWA
and SH TRIWA were contributed by the Group.

The subsidiary is a non-wholly owned subsidiary of SZ TRIWA, of which
80% registered capital was contributed by the Group.

The above table lists the subsidiaries of the Company which, in the

opinion of the Directors, principally affected the results or assets of

the Group. To give details of other subsidiaries would, in the opinion

of the Directors, result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding at the

end of the year.
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RZZEZERFEF+_A=+—H AE£EMT At 31st December, 2005, the Group had interests in the following
Bt N R A R - BB AHAS - B associates, all of which are incorporated and are operating principally
R A TEER B A S A8 & B E in Hong Kong except as otherwise indicated:
AEBFRFE R
EERRAEES
= E Az Al
Proportion of nominal
value of issued
ordinary share capital/
RN registered capital FEEK
Name of associate held by the Group Principal activities
%
ZHREFXFARAA 30 REERK
Bonson Properties Limited Investment holding
Consco Investment Company Limited 31.25 BEZER
Investment holding
ZIREBR A A 30 REZER
Ensen Investment Limited Investment holding
BEEREREARRAA O 48.63 MERE
Global Smart Investment Limited @ Property investment
WEKERRAA O 30 BREZRKR MEEERES
Hinloon Investments Limited @ Investment holding, property
development and trading
EEZRAR AR O 48.82 REZEK
Jack Rock Development Limited @ Investment holding
AREETEFR QR OO 15 U335
Nanjing Xingning Enterprises Co., Ltd. (& Property development
RKEF(GRE) FHERBEBR AT OO 48.82 ) % B R
Pacific (Fujian) Real Estate Development Co., Ltd. @ & Property development
KFFGEMN) REBEERBEFR AT O 48.82 RESBRIRG

Pacific (Fuzhou) Resort Enterprises Ltd. (&

KXEZFRBEEEERAT Tian An China Investments Company Limited
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(For the year ended 31st December, 2005) Notes to the Financial Statements

52. X EMERNAFE #®) 52. PARTICULARS OF PRINCIPAL ASSOCIATES
(CONTINUED)

AEBRFE BT
ZERKRAEE
=t & A 2 Lt
Proportion of nominal
value of issued
ordinary share capital/

BENTREE registered capital FTEEK
Name of associate held by the Group Principal activities
%

R N B8 2% B2 3 ZE B R A &) @R 26.25 MEER

Suzhou Fengsheng Real Estate Development Property development
Co., Ltd. &

AREBBRBEERAR O 50 B E R

Tian An Hotels International Limited @ Hotel management

REBBRKREFR QT @R 25 MERE

Tianjin International Building Co., Ltd. @ & Property investment

BERZEBFR QA 50 MEER

Yue Xiu Tian An Management Company Limited @ Property management

B et Notes:

() EPBLEEEE- (i) Operating in the PRC.

(i) TEPBIFEMAT RAEEEE - (i)  Established and operating in the PRC.

(i) AAEEHMEARFAEZHMEAR  B& 2 (i) Subsidiaries, associates or jointly controlled entities held by the
AR ERZESI QA - associates of the Group.
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established in the PRC:

KRB AL
& A L Bl

TE Proportion
TEHE  of registered

At 31st December, 2005, the Group had interests in the following
jointly controlled entities, all of which are corporate joint ventures

Principal  capital held
HEZHADEE place of by the FE#H REH
Name of jointly controlled entity operation Group  Principal activities Joint venture period
%
ERRZAEAERAA R 40 MERE “AN\ARERATHEHZTE
Beijing Tian An Building Company Beijing Property investment 30 years from 10th May, 1986
Limited
BN ERHRNREZRERRA &B 49 YERER —TZTFELARBRA TR
Guangzhou Panyu Hi-Tech Ecological Panyu Property development 20 years from 6th July, 2000
Park Development Co., Ltd.
LERREHERRAERAF L8 NAO MRER “ANZEt-RAZTRBRH_THE
Shanghai Min Hoong Real Estate Shanghai Property development 25 years from 25th November, 1992
Development Co., Ltd.
LEHBARERRAA +g 50 MEER “ANAEE+ZATLtRRHETAE
Shanghai New Union Building Co., Ltd.  Shanghai Property development 49 years from 17th December, 1994
AINEERLYRERAA el 50 MERE —“ANNEAA-BREFAZTNF
Shenzhen ITC Tian An Co., Ltd. Shenzhen Property investment 28 years from 1st September, 1988
RYNRLZEIEHER DA el 50 WEERKKRE —“NWNEENALBRHATE
Shenzhen Tian An Cyberpark Co., Ltd. ~ Shenzhen REE K 50 years from 7th April, 1990
Property development
and investment and
investment holding
RERZANBERRAA - 55 EEEE —“ANAETZAZthARIHETE
Wuhan Tian An Hotel Co., Ltd. Wuhan Hotel operation 40 years from 29th December, 1986

KXEZFRBEEEERAT Tian An China Investments Company Limited
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(For the year ended 31st December, 2005) Notes to the Financial Statements

5. EEHGEEH A BFHEE &) 53.PARTICULARS OF PRINCIPAL JOINTLY
CONTROLLED ENTITIES (CONTINUED)

AEEL

EaE-EN- 4]

TE Proportion
TEmB  of registered
Principal  capital held

HEZHAREE place of by the FEEXK EEH
Name of jointly controlled entity operation Group  Principal activities Joint venture period
%

BEXRZKEARRAA EM 4875 HEEBE “ANEFE-AZTHARH-TZF
Yuexiu Tian An Building Company Guangzhou Hotel operation 22 years from 24th January, 1987

Limited
MIMENEERARAA M 53 MEHA “ANAREZAZTNBRHETE
Zhejiang Union Real Property Hangzhou Property letting 50 years from 28th March, 1996

Development Co., Ltd.

RINREDEERERRA 3 50 MEREBERREZR “ANEE-ATHABRFETE
Shenzhen Property management 50 years from 19th January, 1994

and investment holding
B et Note:

() AEEEHSLECEZETHEEMESRT () The Group is entitled to a 60% share of profit in certain phases of the
D E60% 2 5m F ° development properties of the joint venture.
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ES RESULTS
B Turnover
FANRRA T Profit for the year
IR R PG attributable to equity
i holders of the Company
EEREE ASSETS AND LIABILITIES
BMEE Total assets
HAE Total liabilities
DER R E R Minority interests

2001 2002 2003 2004 2005
FAET FAT FAT FAT FEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(E731)
(Restated)

299,273 1,080,332 1,904,212 1,973,098 1,397,100

56,363 87,046 102,420 183,737 202,540

6,723,611 7,847,863 8,605,839 9,358,663 9,900,964

2,766,099 3,638,956 4,225,156 4,551,149 4,827,973

214,507 341,440 433,139 451,110 416,889

RNARBREEM 2 Equity attributable to equity

- holders of the Company
rEREX PER SHARE BASIS
(Kt#£2) (note 2)
BERERZEF Basic earnings per share
&) (HK cents)
BRERE Dividend per share
CEM) (HK cents)
EREEFE Net assets per share
(&) (HK$)
et

(1) FEBEMPEz _TT—FEF _TT_F
FESBEIEES  URBMR=-ZTZT=FH
RN BB ERE 125 (K& [FrgH
FTEEXZSTHREZS -

(2) FIRBSEEHRNR-_ZZWNF=AAHER
Bl EBBELHE -

3) —TEMEFELECESEH  URMEE
BRI B RERD -

3,743,005 3,867,467 3,947,544 4,356,404 4,656,102
6.6 10.3 12.4 23.1 23.1
4.4 4.6 5.0 5.0 5.3

Notes:

(1)  Amounts disclosed in the financial summary for the years 2001 and
2002 have been restated to reflect the change in accounting policy for
the adoption of Statement of Standard Accounting Practice No. 12
(Revised) “Income taxes” in 2003.

(2)  Amounts disclosed have been adjusted for the consolidation of the
Company'’s ordinary shares in March 2004.

(3) Amounts for the year 2004 have been adjusted to reflect the change in
accounting policies as described in note 2 to the financial statements.
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