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CORPORATE INFORMATION (continued)

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS IN HONG KONG

Room 2602, 26th Floor
China Online Centre
333 Lockhart Road
Wanchai

Hong Kong

Tel : (852) 2877 8313
Fax : (852) 2511 5267
E-mail : info@sacl.com.hk

SOLICITORS

P. C. Woo & Co.
AUDITORS

Deloitte Touche Tohmatsu
PRINCIPAL BANKERS

In Hong Kong

Asia Commercial Bank Limited

CITIC Ka Wah Bank Limited

Fubon Bank (Hong Kong) Limited

Industrial and Commercial Bank of China (Asia) Limited
Standard Chartered Bank (Hong Kong) Limited

The Bank of East Asia, Limited

In the PRC

Agricultural Bank of China

Bank of China

Bank of Communications

China Construction Bank Corporation
China Merchants Bank

China Minsheng Banking Corp., Ltd.
CITIC Industrial Bank

Industrial and Commercial Bank of China
The Bank of East Asia, Limited
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REER (E) CORPORATE INFORMATION (continued)

FERGBF PRINCIPAL SHARE REGISTRARS
RETLE AND TRANSFER OFFICE

Butterfield Fund Services (Bermuda) Limited Butterfield Fund Services (Bermuda) Limited

Rosebank Centre Rosebank Centre

11 Bermudiana Road 11 Bermudiana Road

Pembroke HMO08 Pembroke HM08

Bermuda Bermuda

ERBRMDBF HONG KONG BRANCH SHARE REGISTRARS
KBRS E AND TRANSFER OFFICE

WENEREERA R Secretaries Limited

BE Ground Floor, Bank of East Asia Harbour View Centre

LT 56 Gloucester Road

EIITE565% Wanchai

RIRITEER LT Hong Kong

iR ABEAEA SINGAPORE SHARE TRANSFER AGENT

Lim Associates (Pte) Limited Lim Associates (Pte) Limited

10 Collyer Quay 10 Collyer Quay

4 #19-08 Ocean Building #19-08 Ocean Building

Singapore 049315 Singapore 049315

g STOCK CODE

EEBMERSMAERANE Stock Code on The Stock Exchange of

A& AR5 - 1060 Hong Kong Limited: 1060

N BHEZ ST Stock Code on Singapore Exchange Securities

A& RS : ShanghaiAC 2k HK$ Trading Limited: ShanghaiAC 2k HK$
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NRIER (B) CORPORATE INFORMATION (continued)
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Shanghai Allied Cement Co., Ltd.
1 Long Shui Nan Road

Shanghai

China

Post Code : 200232

Tel : (86-21) 5409 0945
Fax : (86-21) 5409 0826
Web-site ;' www.sac-cement.com
E-mail . sac@sac-cement.com

Shandong Allied Wangchao Cement Limited
Dunzhuang Cuan

Jiantouji Town

Taierzhuang District

Zaozhuang

Shandong

China

Post Code : 277405

Tel © (86-632) 6812 890

Fax . (86-632) 6818 521/6818 696

Shandong Shanghai Allied Cement Co., Ltd.

Sunsuzhuang

Taierzhuang District

Zaozhuang

Shandong

China

Post Code : 277405

Tel © (86-632) 6811 048

Fax . (86-632) 6818 521/6818 696
E-mail : yuzhong@sac-cement.com
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Beijing

China
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Tel . (86-10) 8384 4805
Fax . (86-10) 8384 4636

wv
>
Q
=)
6]
>
=
>
=
a
0
o
3
o
=)
2
=
3
=
I
o
5
=
o
=
3
=
)
o
o
3
=t
N
=]
S
(%)



]E

SERERH

—-

LiEBaIORRMERD A

LS R

2005 FE E R GER

THE CHEPIT BATING 10 R

AA

kel
e

* & & @

(LR L S H R TIEE T

I

4
(I

EEBAaIRERARE LETHRNZRENMEEBE —RALERER
B2005F EAAREREREE -
Shanghai Allied Cement Co., Ltd. has been awarded the AA Credit Rating of

2005 certificate by T&C Credit Information Services (valuer assigned by The
Shanghai Municipal Government).

kS kA AR YR T PR S 6
% #2004~2005% A LT Rk AR A R4

FEBAEKEBRAAKE BT KREME 2 MENE g M E2004-
20056 EBMKEEREENEEBLERE -

Shanghai Allied Cement Co., Ltd. has the honor of being awarded a Certificate
of Excellent Business Enterprise of Shanghai Cement Product Quality
Trustworthiness in 2004-2005 by Shanghai Appraisal Committee of Cement
Product Quality Trustworthiness.
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The board of directors (the “Board”) of Shanghai Allied Cement Limited (the
“Company”) announces that the unaudited consolidated results of the
Company and its subsidiaries (collectively the “Group”) for the six months
ended 30th June, 2005 were as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30th June, 2005

BEANA=THILAEA
Six months ended 30th June,
—2Tnf —TENF

2005 2004
W i BEFT BT T
Notes HK$000 HK$'000

(RER) (KREZ)
(unaudited) (unaudited)

S Turnover 141,454 199,094
SHERA Cost of sales (140,560) (150,194)
EF Gross profit 894 48,900
H A B A Other operating income 8,062 9,932
PaN =)D Distribution costs (3,376) (3,689)
TR Administrative expenses (11,717) (13,530)
e SE Amortisation of goodwill — (2,553)
RIRZERE Allowance for doubtful debts (7,040) (1,481)
£ (B518) = A (Loss) profit from operations 6 (13,177) 37,579
BER AR Finance costs 7 (4,313) (3,181)
BRBERT (B518) = A (Loss) profit before taxation (17,490) 34,398
1A Taxation 8 (1,397) (10,583)
N H (B518) & 7 (Loss) profit for the period (18,887) 23,815
oI IEREG ¢ Attributable to:

A TR Shareholders of the Company (16,513) 13,497
DERE RS Minority interests (2,374) 10,318
(18,887) 23,815
AU B
HK cents HK cents

Bk (&18) 87 (Loss) earnings per share 9
— AEARAREE — basic and diluted (2.26) 1.85
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CONDENSED CONSOLIDATED BALANCE SHEET

At 30th June, 2005

R-ZZTMEF
R-ZZHF +-A
~A=+H =t+—H
At 30th June, At 31st December,
. 2005 2004
& BEFT BT T
Notes HK$'000 HK$'000
(RER) (f& &%)
(unaudited) (audited)
(&%)
(restated)
FRBHEE NON-CURRENT ASSETS
ERN Y ST Property, plant and equipment 10 454,679 430,200
BVEE Intangible asset 6,782 =
BmE Goodwil 83,618 83,618
TR NS IE Prepaid lease payments on land use rights 14,029 14,138
P e Interest in a jointly controlled entity - -
PiTit —FRIBs & A Bl Interest in an associate - —
STES Club debenture 330 330
559,438 528,286
mEEE CURRENT ASSETS
FEmE N Properties held for sale 4,639 4,630
im&ﬁ%Zﬁﬁﬁ S 508 Prepaid lease payments on land use rights 318 318
Inventories 46,442 33,376
%%&ﬁ’r&ﬁgﬂﬂlm Trade and other receivables 11 205,354 184,269
7 RN FIE Deposits and prepayments 5,619 4,795
FEUS R R 1B 2 B R0E Amounts due from fellow subsidiaries 620 3,381
SRR BRTEN Pledged short-term bank deposits 11,311 5,924
RITRTFER S Bank balances and cash 60,192 62,051
334,495 298,744
mEaE CURRENT LIABILITIES
m%&ﬁ‘rﬁlfﬁ Iﬁﬁﬁhzﬁ Trade and other payables and deposits 12 106,910 71,835
JE S SR A E I A B FRIR Amount due to ultimate holding company 5,646 5,555
JER— H?W% m; Amount due to a fellow subsidiary 9,071 =
e — D HRR R Amount due to a minority shareholder 5,487 5,106
J?EHQ\%U&?H&E Dividends payable to minority shareholders 5,670 3,334
N —RRERRITUR Amount due to a related company 74 116
RRAE Tax liabilities 1,497 4,730
R—EFREH2 Obligations under a finance lease due
RRE KRR within one year 10 10
R—FRIEZFITER Bank borrowings due within one year 13 181,991 125,418
316,356 216,104
nERERH NET CURRENT ASSETS 18,139 82,640
HEERTDAR TOTAL ASSETS LESS CURRENT LIABILITIES 577,577 610,926
B R G CAPITAL AND RESERVES
[ EN Share capital 182,349 182,349
(i Reserves 122,482 137,790
ARRIRREE R Equity attributable to shareholders
of the Company 304,831 320,139
DR R Minority interests 153,179 159,703
b TOTAL EQUITY 458,010 479,842
FREAR NON-CURRENT LIABILITIES
e[ 2 M B A Bl FUA Amounts due to fellow subsidiaries 127 1,087
R — DR RRIR Amount due to a minority shareholder 309 2,641
AR B2 Obligations under a finance
mﬂﬁfﬁ”ﬁ%ﬁ* lease due after one year 2 7
— 18 BB 2 SRITRER Bank borrowings due after one year 94,500 105,000
i,iRIE Deferred taxation 24,629 22,349
119,567 131,084
577,577 610,926
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
For the six months ended 30th June, 2005

KARARRER
Attributable to shareholders of the Company
&
RERE 8 |
BA& Capital  EHEBH EXRFE AHEE RARE EeEE  ZHEd RREH
Share Redemption Contributed  Translation Merger Capital Other Accumulated B8 Minority ag
Capital Reserve Surplus Reserve Reserve Reserve Reserves Profits Total Interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ik
Note
RZZEME-R-H
At Tst January, 2004 182,349 918 44203 (3,654) 1,799 824 2,405 110,059 338,903 164,543 503,446
PEREEE
Capital contribution by minority shareholders - - - - - - - - - 754 754
BRF-PHRRZRE
Dividend paid to a minority shareholder - - - - - - - - - (19,022) (19,022)
BRZFE=E7KE
Dividend paid for 2003 - - - - - - - (29,176) (29,176) - (29,176)
KT
Profit for the period - - - - - - - 13,497 13,497 10,318 23,815
BZfE
Transfer to reserves - - - - - - 7,085 (7,085) - - -
RZZE[RERA=TH
At 30th June, 2004 182,349 918 44,203 (3,654) 1,199 824 9,490 87,295 323224 156,593 479,817
A8 (58) & A
(Loss) profit for the period - - - - - - - (3,083) (3,083) 2,866 217)
PERFEE
Capital contribution by minority shareholders - - - - - - - - - 3,578 3,578
BERRNMIERBRABRE
MEARGERGRTRALELZE
Exchange difference arising from translation
of financial statements of operations outside
Hong Kong not recognised in the
consolidated income statement - - - (vl] - - - - ) - 2
ERF-D8RRZRE
Dividend paid to a minority shareholder - - - - - - - - - (3,334) (3,334)
B
Transfer to reserves - - - - - - 3437 (3437) - - -
RZZEEME+-A=1-A
At 31st December, 2004 182,349 918 44,203 (3,656) 1,199 824 12,927 80,775 320,139 159,703 479,842
RZE25%-f-H
At 1st January, 2005
-RE 23
- as originally stated 182,349 918 44,203 (3,656) 1,199 824 12,927 80,775 320,139 159,703 479,842
—RpAeceRlfELEE
(FE2R3)
- adjustments on adoption of new
accounting standard (notes 2 and 3) - - - - - - - 1,205 1,205 1,205 2,410
—&Jl
- as restated 182,349 918 44,203 (3,656) 1,199 824 12,927 81,980 321,344 160,908 482,252
FEER
Loss for the period - - - - - - - (16,513) (16,513) (2.374) (18,887)
BNF-28RRZRE
Dividend paid to a minority shareholder - - - - - - - - - (5,355) (5,355)
B
Transfer to reserves - - - - - - 1,181 (1,181) - - -
RZZZRESA=TH
At 30th June, 2005 182,349 918 44,203 (3,656) 1,199 824 14,108 64,286 304,831 153,179 458,010

Miat . EMFEFESER DSBS IRERRA R KR L
KEERABRAFRZHHRASRORBERES © &
BASTRAERERMEE2EES - BOEHBE
B BEESUNEREL T REEH A K
218 - ERRES T AERRRL - WAIEE
B2 ER T REEINER -

Note: Other reserves are attributable to reserve fund and enterprise expansion fund of Shanghai
Allied Cement Co., Ltd and Shandong Shanghai Allied Cement Co., Ltd. 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
approved, can also be used to increase capital.

and, if

SAc GROUP.
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EHSERERER CONDENSED CONSOLIDATED CASH FLOW

STATEMENT
BE—_ZERFNA=+HINEA For the six months ended 30th June, 2005
BEAA=1+RHIEAEA
Six months ended 30th June,
—ETnE —TENF
2005 2004
BT T BT T
HK$’000 HK$°000
(RE®) (REZ)
(unaudited) (unaudited)
KEEBE(ER)EEZ Net cash (used in) from

H & F5 operating activities (5,313) 46,177
KEZSMER RS FHE Net cash used in investing activities (44,745) (61,701)
BREEMELS (FA) 2 Net cash from (used in)

& F % financing activities 48,199 (8,966)
HehZERI\£EB R FRE Net decrease in cash and cash equivalents (1,859) (24,490)
HyRe RERRELSIEHR Cash and cash equivalents at

beginning of the period 62,051 99,262
HuRe hERRESIER Cash and cash equivalents at
end of the period 60,192 74,772
RekFRRESEB RN Analysis of balances of cash and
cash equivalents
BROTEFRRE Bank balances and cash 60,192 74,772
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30th June, 2005

ERERE

R BRR IREEEME RSN
[RARIES EmAR (TEMARA) M
16FTERAZKRERTE - ARAEES
Bog ([BEGMAR]) B2 EE
SETESERIE345 R SR E] 2
MIEMARER -

FTEEHE

BRAPBBRCEERAEREE -
HETemMIAZRAREFE WER) A
BRSO

R RAM ISR TR A 2 & St BUR &
REAEEBE_TTMF+_A=1
— B FEZ FRMERRPRAE—
B MET XA ERRS) o

RAHRE - AEEEXRABEL S
NGB ZIRFMBE VRS LR
(BEMBHREER]) - FEGHER
(IFAR SN k2E (RAX MR
WEEAM RS L]  ZEHE
AU BREERN _ETRF—A—H
KR G HIEAN - RAHME
BUBREENBI SR BERE
KRS R 25T ALRES) -
FRIR DB RS R AR E R,
AREHBBZHA 2T A2 &
¥ o 2T AZEBHEEHER - RN
ZEMEBMBREER D BEAREKE
TS Ez BRI ES - ZE

SHRER 25 AHEA TR X
BT E -

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared under
the historical cost convention except for certain financial
instruments, which are measured at fair values, as appropriate.

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

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

G007 Hoday WSl patWI JUSWSD pal|y leybueys
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(continued)

For the six months ended 30th June, 2005

2.

PRINCIPAL ACCOUNTING POLICIES (continued)
Business Combinations

HKFRS 3 “Business Combinations” is effective for business
combinations for which the agreement date is on or after 1st

January, 2005. The principal effects of the application of HKFRS
3 to the Group are summarised below:

Gooadwill

In previous periods, goodwill arising on acquisitions was capitalised
and amortised over its estimated useful life. The Group has
applied the relevant transitional provisions in HKFRS 3. With
respect to goodwill previously capitalised on the balance sheet,
the Group has discontinued amortising such goodwill from 1st
January, 2005 onwards and goodwill will be tested for impairment
at least annually and in the financial year in which the
acquisition takes place. Goodwill arising on acquisitions after 1st
January, 2005 is measured at cost less accumulated impairment
losses (if any) after initial recognition. As a result of this change
in accounting policy, no amortisation of goodwill has been
charged in the current period. Comparative figures for 2004
have not been restated.

Intangible Asset

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

Interests in Jointly Controlled Entities

In previous periods, interests in jointly controlled entities were
accounted for using the equity method. In the current period,
the Group has applied HKAS 31 “Interests in Jointly Controlled
Entities” which allows entities to use either proportionate
consolidation or the equity method to account for its interests in
jointly controlled entities. Upon the application of HKAS 31, the
Group has elected to continue applying the equity method to
account for its interests in jointly controlled entities. As a result,
there has been no change in accounting method in respect of

the Group’s interests in jointly controlled entities.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(continued)

For the six months ended 30th June, 2005

2.

PRINCIPAL ACCOUNTING POLICIES (continued)
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
principal effects resulting from the implementation of HKAS 32
and HKAS 39 are summarised below:

Classification and measurement of financial assets and financial
liabilities

The Group has applied the relevant transitional provisions in
HKAS 39 with respect to classification and measurement of
financial assets and financial liabilities that are within the scope
of HKAS 39.

Financial assets and financial liabilities other than debt and
equity securities

From 1st January, 2005 onwards, the Group classifies and
measures its financial assets and financial liabilities other than
debt and equity securities 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-sales financial assets”, “loans and
receivables” or “held-to-maturity financial assets”. Financial
liabilities are generally classified as “financial liabilities at fair
value through profit or loss” or “financial liabilities other than
financial liabilities at fair value through profit or loss (other
financial liabilities)”. “Other financial liabilities” are carried at
amortised cost using the effective interest method. Upon
applying HKAS 39, the Group calculated the implied interest of
interest-free amounts due to fellow subsidiaries and a minority
shareholder. As a result, the carrying amount of the amounts
due to fellow subsidiaries and a minority shareholder have been
decreased by HK$3,301,000. Related deferred tax liabilities of
HK$891,000 have been recognised on 1st January, 2005.
Corresponding adjustment has been made to the Group’s
accumulated profits and minority interests (see note 3 for
financial impact).
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(continued)

For the six months ended 30th June, 2005

2.

PRINCIPAL ACCOUNTING POLICIES (continued)
Financial Instruments (continued)
Derecognition

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

Owner-occupied Leasehold Interest in Land

In previous periods, owner-occupied leasehold land and buildings
were included in property, plant and equipment and measured
using the cost model. In the current period, 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 the land use rights
under operating lease, which are carried at cost and amortised
over the lease term on a straight-line basis. This change in
accounting policy has been applied retrospectively (see Note 3
for the financial impact). Alternatively, where the allocation
between the land and buildings elements cannot be made
reliably, the leasehold interests in land continue to be accounted
for as property, plant and equipment.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(continued)
For the six months ended 30th June, 2005

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

The effects of the changes in the accounting policies described

HIMZEE BT ¢ above on the results for the current and prior periods are as
follows:

BESA=+HLEAREA
Six months ended 30th June,
—g¥EF  —TIMF
2005 2004
BT BEFT
HK$'000 HK$'000

72 2 58 85 OB Decrease in amortisation

of goodwill 2,553 -

ERFEEMHREEAN —_FTMF
T-A=t—BR-_FFTAF—A—H

The cumulative effects of the application of the new HKFRSs at
31st December, 2004 and 1st January, 2005 are summarised

Z 2t e - below:

EREG

ERE 0%

R-ZEME R-BEME REBEH
t=A ERE tZh  EHE39% R-FTIE
=t-8  EHEH =t-H E2 -fA—-H
At 31st % At 31st Effect of At st
December, Effect of December, HKAS 32 January,
2004 HKAS 17 2004  and HKAS 39 2005
BETT BETFT BETT BETT BETT
HK$'000 HK$'000 HKS$'000 HK$'000 HK'000
(R%E250) (&51) (&51)
(Originally stated) (Restated) (Restated)

RYE7EEAMBRIEBE - Balance Sheet items affected:

nE BERAE Property, plant and equipment 444,656 (14,456) 430,200 - 430,200
THERRE R ﬁ$ E ?X Prepaid lease payments on land use rights - 14,456 14,456 - 14,456
ERRZKEA Amounts due to fellow subsidiaries (1,087) = (1,087) 962 (125)
ﬁgﬁ—;\%th,%m Amount due to a minority shareholder (2,641) - (2,641) 2,339 (302)
BEHE Deferred taxation (22,349) - (22,349) (891) (23,240)
HEAERBRRR LY EEE Total effects on assets and liabilities 418,579 - 418,579 2,410 420,989
25 Accumulated profits 80,775 = 80,775 1,205 81,980
SHRR B Minority interests 159,703 = 159,703 1,205 160,908
HERBH FEET Total effects on equity 240,478 - 240,478 2,410 242,888
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153 BF Bt 7 SR SR BT BT NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(#B) (continued)
HE_ZEERAFA=THIENEAR For the six months ended 30th June, 2005

4, BHEREMZHFEFERESE 4. POTENTIAL IMPACT ARISING ON THE NEW

ZEBERE ACCOUNTING STANDARDS NOT YET
EFFECTIVE

REEWERZFER TSIEB/MERE The Group has not early applied the following new HKFRSs that

R BB SR - RATF]E have been issued but are not yet effective. The directors of the

=([E5))BA - ERZSHEEUE Company (the “Directors”) anticipate that the applications of
HREEAE T GHAREE 2 BB HREE these new HKFRSs will have no material impact on the financial

REAFE - statements of the Group.

BEREGTERIZ19/EAT A BERE - SEEIRIKE

HKAS 19 Amendment Actuarial Gains and Losses, Group Plans and Disclosures

BB ERIEISREFTA FEASBARRZ 2 REeRELEPETHE

HKAS 39 Amendment Cash Flow Hedge Accounting of Forecast Intragroup Transactions

BBGERIEIREFTAR NI E A

HKAS 39 Amendment The Fair Value Option

BRI GHREERIE65R R RHEEDER

HKFRS 6 Exploration for and Evaluation of Mineral Resources

MBS REERZREEAR EERHRLGREESE

HKFRS-Int 4 Determining whether an Arrangement Contains a Lease

BRI GREERRESESHR ZHERBRGRERE  BERREBEESMELER ZEN

HKFRS-Int 5 Rights to Interests Arising from Decommissioning, Restoration

and Environmental Rehabilitation Funds

4o
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#
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i
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(continued)

For the six months ended 30th June, 2005

5.

SEGMENT INFORMATION

For management purposes, the Group is currently organised into
three operating divisions — (1) distribution and manufacturing of
cement and clinker, (2) distribution and manufacturing of slag
powders and (3) distribution of ceramic tiles, granite and marble
products. The Group's operations are principally located in Hong
Kong and other areas in the People’s Republic of China
(“Mainland China” or the “PRC"). An analysis of the Group’s
revenue and segment results by business segments is as follows:

DEEE -
DR B o RS E fEEA R
K e B3 2 1 =& H EREM
Distribution Distribution Distribution
and and of ceramic
manufacturing  manufacturing tiles, granite
of cement and of slag and marble Ra
clinker powders products Consolidated
BT T BT T BT BEEF T
HK$°000 HK$'000 HK$°000 HK$°000
(REHR) (REHR) (REHR) (RER)
(unaudited) (unaudited) (unaudited) (unaudited)
BZ-ZEERHF For the six months
~A=1+H ended 30th June,
k718 B 2005
SEEA Segment revenue 135,597 4,246 1,611 141,454
DEER Segment results (6,953) 320 (2,951) (9,584)
REDEER Unallocated expenses (3,593)
B IR Loss from operations (13,177)
B & KA Finance costs (4,313)
B %Al & 18 Loss before taxation (17,490)
(€]
(Restated)
HE-_TTMF For the six months
~NBA=1H ended 30th June,
7S 1B A 2004
DEHBA Segment revenue 188,972 = 10,122 199,094
DEER Segment results 39,892 - 1,554 41,446
REDEER Unallocated expenses (3,867)
8 &R T Profit from operations 37,579
& KA Finance costs (3,181)
B B A A Profit before taxation 34,398
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(48) (continued)
HE-ZTRF A=1+HIENEA For the six months ended 30th June, 2005
6. K& (F1R)nr 6. (LOSS) PROFIT FROM OPERATIONS
BEAB=THLAKEAR
Six months ended 30th June,
—EEhLF —TTE
2005 2004
BT T BMFT
HK$'000 HK$°000
(RE®R) (RER)
(unaudited) (unaudited)
e (BER) &7 T (Loss) profit from operations
B (FFA) A has been arrived at after
TIEB®FTEHE : charging (crediting):
| A E 2B Amortisation of intangible asset 12 =
THFERAECENEE Amortisation of prepaid lease
TRIA 2 iH payments on land use rights 109 =
ME  BWERHZE Depreciation of property,
e plant and equipment 8,256 7,470
A B U A Interest income (211) (386)
7. ®EKA 7. FINANCE COSTS
BEXA=1+THLEKER
Six months ended 30th June,
—ETRF ZETMEF
2005 2004
BT T BT T
HK$°000 HK$°000
(RER) (RER)
(unaudited) (unaudited)
ATIBE 2 HE Interest on:
ﬁ% BERAFANEZHEE Bank borrowings wholly
B ZRITHE R repayable within five years 4,301 3,180
t‘: RHEEMNFIEBEZ Implied interest on long term
g{: (E3=F R, payables 1 =
I A& A A AR Obligations under
a finance lease 1 1
4,313 3,181

i
g
=
i
@
(=24
=
=
%
qo
i
_l_{
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(%8) (continued)
HE—ZZTRAFA=1+HIENEAR For the six months ended 30th June, 2005
8. BiE 8. TAXATION
BZEZA~A=1THLAK<EA
Six months ended 30th June,
—ETREF ZETMEF
2005 2004
BT T JBMFoT
HK$'000 HK$°000
(RE®) (RER)
(unaudited) (unaudited)
7 HA A B¢ 7R Current tax 8 9,573
i S IR Deferred tax 1,389 1,010
1,397 10,583
HRERBL S 2 S8R A EMESME No provision for Hong Kong Profits Tax is made as the group
W B FEER TR A - B ER S companies operating in Hong Kong do not have any assessable
ST - profit for both periods.
RBIFTER DIES AlERR S WE R A PRC income tax is calculated at the rates applicable to respective
ZTREGTE o REBEARINERE LT subsidiaries. In accordance with the tax legislations applicable to
AR - BT EMEA TR B EEL foreign investment enterprises, certain subsidiaries in the PRC
LIER 2 AR R SE NIEEA S 0 1< R B are entitled to exemptions from PRC income tax for the two
FriStt - mER=FAERF50%+ years commencing from the first profit-making year of operation
B FTiFHL © and thereafter, entitled to a 50% relief from PRC income tax for
the following three years.
9. B (HR) 2R 9. (LOSS) EARNINGS PER SHARE
TIRE (B518) B A TR EASEA R The calculation of the basic (loss) earnings per share is based on
AR PR B 185 %5 16,513,0007T (& the loss for the period attributable to the shareholders of the
E-ETNFENA=THIEAER & Company of HK$16,513,000 (six months ended 30th June,
F7%%13,497,0007T) R AHAME 217 2004: profit of HK$13,497,000) and on 729,395,043 (six
F&19729,395,043/% (BLE _ZTMER months ended 30th June, 2004: 729,395,043) shares in issue
A=+HB1EXMEA : 729,395,0434%) 5t throughout the period.
& .
FBRZAQ R 2 1T E R L AR D F No diluted earnings per share has been presented for both
HHE - R ERZME SR 275 periods, because the exercise price of the Company’s share
HSERF) - option was higher than the average market price of shares.
10. ¥1% - BMERREED 10. MOVEMENTS IN PROPERTY, PLANT AND

HAPN - ANEE BB A B 533,487,0007T 2
VI - BB R o

EQUIPMENT

During the period, the Group acquired property, plant and
equipment of HK$33,487,000.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(continued)

ﬁ??ﬁﬁ%%?

HE—_ZTRFA=1THIEANEA

11. ESREMEWIE

REFHTEE SRR ZEEH A
30HZ 120815 - B R H A EWR
BLhEREESREKRXEEE
186,270,000 (R—ZEZWF+_—F=
+—8 : &% 161,900,0007T) @ Eik
BT

For the six months ended 30th June, 2005

11.

TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing its trade customers credit
periods normally ranging from 30 days to 120 days. Included in
trade and other receivables are trade receivables of
HK$186,270,000 (at 31st December, 2004: HK$161,900,000)
and their aged analysis is as follows:

RZEZE N F

R=ZZTZTRHF +=A

~NA=+H =+—H

At 30th June, At 31st December,

2005 2004

BT BT T

HK$’000 HK$°000

(REZR) (&%)

(unaudited) (audited)

—90H 0 - 90 days 94,359 105,761
91— 180H 91 - 180 days 47,668 27,996
181—365H 181 — 365 days 31,171 12,967
BB 16 Over 1 year 13,072 15,176

R-BERENA=1H  BSEKK
HF  BREEHRAEBREREE
33,004,000 R BERE EEEES
JE U B #518,868,0007T °

AEEYESIIN _FTTNF+ A=

T—BEEBUHRERZM 2mERE &
LES ACEEPI

12. ESREMBENFRRARSE

B NEMENFRARRENERES

12.

186,270 161,900

At 30th June, 2005, discounted bills receivable of HK$33,004,000
was included in trade receivables. Besides, trade receivable of
HK$18,868,000 had been factored with recourse.

The Group’s bills receivable with full recourse which were
derecognised as at 31st December, 2004 have not been restated
(note 2).

TRADE AND OTHER PAYABLES AND DEPOSITS

Included in trade and other payables and deposits are trade

ji; JES BB 53,844,000 (R —2E payables of HK$53,844,000 (at 31st December, 2004:
® ME+—A=+—H : %&#¥28,521,000 HK$28,521,000) and their aged analysis is as follows:
i 7o) EIRE AT -
H —EENEFE
ﬁ R=-ZZEERF +=A
I ANB=+H =+—H
T At 30th June, At 31st December,
o 2005 2004
i BT T BEFT
P HK$°000 HK$°000
° (RE) (EE)
gg (unaudited) (audited)
f —90H 0 - 90 days 46,364 23,511
91— 180H 91 — 180 days 3,137 1,401
181—365H 181 - 365 days 1,541 1,428
BB 16 Over 1 year 2,802 2,181
53,844 28,521
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(#B)
BE—ZTRE,A=+THILNEAR
13. RITERK

HAN - REBEESHIERITEREE

14.

103,661,0007T REERITERALE
57,588,0007T  $R1TIERAEREEZE
B2 BE - FERITER BB RAE
W R E RSB SRR BB
33,004,0007T ) /5#£18,868,0007T °

AEEYEEFIN_FETMF+ A=
T HEBUHRER ZMEmERE 2 E
YR e (FRE2) »

REMAASE
R-ZTE—FXA  AEEEPEE=
ER AR EOREERE - R
1 F o RIBEZTBEE=FF L2
FEiheg - AREARNEL =EABA
HR SRR Bl - AL
BE S AR R
RZZETRFA=TH - AEERE

Lt R B AN AR 2 WA AR
A AR AR R 2 2 S AR AE & AL
T

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(continued)
For the six months ended 30th June, 2005

13.

14.

BANK BORROWINGS

During the period, the Group obtained new bank loans of
HK$103,661,000 and repaid bank loans of HK$57,588,000. The
bank loans are used to finance the operations of the Group.
Included in new bank borrowings, there were discounted bill
receivable and factored trade receivable of HK$33,004,000 and
HK$18,868,000 respectively.

The Group’s obligations under bills receivable with full recourse
which were derecognised as at 31st December, 2004 have not
been restated (note 2).

OPERATING LEASE COMMITMENTS

In June 2001, the Group entered into an arrangement with a
third party in the PRC to lease the production facilities for
manufacture of cement with a term of twenty years. Under a
supplemental agreement with the third party in the PRC, the
Group has an option to terminate the said lease once every two
years provided that a notice period of three months is given. The
Group has no current intention to terminate the lease.

At 30th June, 2005, the Group had commitments for future
minimum lease payments under the above arrangement and
other non-cancellable operating leases for premises which fall
due as follows:

RZZEZTNF

R-ZBZ2RF +=-A

AA=+H ==

At 30th June, At 31st December,

2005 2004

BT T BT T

HK$’000 HK$°000

(RE%) (&E%)

(unaudited) (audited)

—F R Not later than one year 2,099 1,424
iR —F Later than one year and

BLRAEF not later than five years 2,518 1,557

Bl F Later than five years 510 656

5,127 3,637
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RZZEZRENA=1H  KEEZE
T

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(continued)
For the six months ended 30th June, 2005

15. OTHER COMMITMENTS

At 30th June, 2005, the Group had the following commitments:

RZTZTNF
R=-Z2ZTRF +=A
~NA=1+H =+—H
At 30th June, At 31st December,
2005 2004
BT T BEFT
HK$°000 HK$'000
(REZR) (=)
(unaudited) (audited)
BE - BERZE Capital expenditure
S F Ok I=Miz::3 contracted for but not
A 5 BR B 7% R provided for in the
fE B condensed financial
ZEXRRE statements in respect
of property, plant
and equipment 4,943 34,921
16. LA EE 16. CONTINGENT LIABILITIES
R_FFOF
R=-Z2ZTRF +=A
A~NA=1+H =+—H
At 30th June, At 31st December,
2005 2004
BT T BEFT
HK$°000 HK$'000
(RE®) C&2)
(unaudited) (audited)
BATEFESRZRABE Guarantees given to banks
A 88 17 T B 765 #1881 () 1R (R and financial institutions
in respect of banking
facilities utilised by:
- RAENBRA ~ Fellow subsidiaries 56,604 75,472
=E8B=% — Third parties 28,302 =
MERR L URER Bill of exchange
discounted with recourse - 18,208
84,906 93,680

AEEVEEIN _TTWF+ A=
T—BHEBUHERZM2mEREZE
WE R e (FifRE2) »

The Group’s obligations under bills receivable with full recourse
which were derecognised as at 31st December, 2004 have not

been restated (note 2).
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(continued)
For the six months ended 30th June, 2005

17. RELATED PARTY TRANSACTIONS

During the period, the Group has entered into the following related

party transactions:

BZAXA=1+HIAEA
Six months ended 30th June,

—EERF ZETpuE
2005 2004
BT T BT T
HK$°000 HK$'000
(RE®) (RER)
(unaudited) (unaudited)
(&%)
(restated)
() EIZHELD R (i) Fellow subsidiaries
A8 X Interest charge 71 =
EEE Management fee 315 315
ERBIA Guarantee fee income 373 373
ERERX Guarantee fee expense 206 113
HEXE - EMA Sales of ceramic tiles, granite and
REREM marble products 1,319 3,113
(i) PERER (iiy Minority shareholder
Mefx BERRE Rental expenses and repairs and
maintenance 1,835 2,390
(i) BEARARZRKRERAF (iii) Subsidiaries of a company
ERERERZ which has significant
—BEAFZ beneficial interests in the
Ft B8 42 =] Company’s ultimate
holding company
WMAEFRER - Office cleaning charges and
HERRE repairs and maintenance 17 17
HAEHEAT Rental expenses and office
REBRE management fee for office 217 251
Rz &R Insurance expense 96 99
WMAZHEIERE Additional air conditioning
charges for office 1 9
vy TEZEEBAEBZHME (iv) Key management
compensation
HEl & H AR I E B R A Salaries and other short-term
employee benefits 1,511 1,627
RIRBHN =X H Employment benefit costs a4 45

a2 BTy B A e 2 16F
HELT ©

The above transactions were carried out at terms agreed between the

related parties.
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Maijor projects for “TITAN” cement
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Projects for Shandong
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Xuzhou Huanghaijing Garden
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Xuzhou Binhu Garden

BINFITAE
Xuzhou Heping Bridge

LR AN
Xuzhou Jindi Department Store
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245 B
Xuzhou Wangjin Garden ERINTRRAE

LBIRE
Projects for Shanghai

China University of Mining &
Technology in Xuzhou
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Pudong Railway Qizhong International Tennis Centre

TR B B2 35
Pizhou Tongsheng Square
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Pujiang World Expo Garden
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Maijor project for “TRIWA” tiles and stone
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Complex Building and Research and Development Center of Shenzhen Huawei Technologies Co., Ltd.

WRBIEEREE
Factory buildings of Allied Wangchao in Shandong
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Fire-lighting ceremony Factory buildings of Allied Wangchao
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EFgRBTERBE_TTRFAA=T
BIEANEAZ RS (BE-_FZTNFA
=+tHIEREAR - &) -

BB WED

HE_ZTTRFNA=1THIEANEA K&
B 258 578 141,454,0007T © HL G RIEA
BA29.0% - 4L ETE AE13,177,0007T
ApalzBRE([RE]) BhBEREER
16,513,0007T + SAR/EEEME2 261l - HAR
EBEFEAR-_ZETAF F¥EFRRERF
ETBRUREARMEREERSTERE

B2 48
= °

E 3 dE)

AEETEXBARERHENREMESEN
ROHEAM - BEER  WARBARERT

Emi5 o
IKTEEETE

—ETRF EFFRAZREFITBURY
& RMIGHE RN - 852 A
KETISHFLLEEZR  —EE B REER
LB EAERNREFE  ENETERKE
& BREMBRERERDASD - NEE
EFRELFRERANTE - AL ERLE
135,597,0007T * tLEFRIERH 1 28.2% © 7K
e K E697,0001F - thEFREIER
0.9% ° L& EE#E%6,953,0007T © EFH
B A i )75 %439,892,0007T °

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the six
months ended 30th June, 2005 (six months ended 30th June, 2004:
Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

For the six months ended 30th June, 2005, the Group’s turnover was
HK$141,454,000, representing a decrease of 29.0% as compared to
the corresponding period of the preceding year. The loss from
operations was HK$13,177,000, the loss attributable to the shareholders
of the Company (the “Shareholders”) was HK$16,513,000, and loss
per share was HK2.26 cents. The main factors causing loss for the
period include the continuous decline in cement prices and that prices
of domestic raw materials and coal remained at a high level in the first
half of 2005.

BUSINESS REVIEW

The primary business of the Group is the manufacture and sales of
cement and slag powders and the distribution of stones and ceramic
tiles with Mainland China as our major market.

Cement Business

Affected by the macro-economic adjustments and control policies in
the PRC, the cement market experienced a slowdown in the growth of
demand during the first half of 2005. Competition in Mainland China’s
cement market was in general keen and some major producers cut
prices so as to maintain their competitiveness, aggravating the decline
in price. As the prices of raw materials and coal remained high, the
Group’s gross profit was seriously affected. Turnover for the period
was HK$135,597,000, representing a decrease of 28.2% as compared
to the corresponding period of the preceding year. The sales volume of
cement and clinker amounted to 697,000 tonnes, representing an
increase of 0.9% as compared to the corresponding period of the
preceding year. Operating loss was HK$6,953,000 compared to an
operating profit of HK$39,892,000 for the corresponding period last
year.
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1.

Shanghai Allied Cement Co., Ltd. (“Shanghai SAC")

The clinker and cement produced by Shanghai SAC amounted to
339,000 tonnes and 417,000 tonnes respectively, representing
an increase of 18.9% and a decrease of 6.1% as compared to
the preceding year. The sales volume of cement during the
period was 441,000 tonnes, representing an increase of 1.6% as
compared to the preceding year and the operating loss was
HK$138,000, compared with a profit for the preceding year. The
cement market in Shanghai was still a major market for other
cement companies. Notwithstanding that the demand for
cement by the Shanghai construction materials market remained
unchanged, cement companies in other regions continued to
flux into the Shanghai market. This, coupled with the fact that
the beginning of the year was traditionally a slack season,
resulted in a continual decline in prices in early 2005. It was not
until the second quarter of the year when infrastructure
construction entered its peak season with the commencement of
various construction works, cement prices began to stabilise and
the decline in gross profit came under control. In the meantime,
Shanghai SAC developed the PII52.5 high grade cement,
expanding its product range so that the risk of relying on a
single product line was reduced. During the period, production
of clinker was 18.9% higher than the preceding year and the
comprehensive power consumption of cement production was
lowered by 5.72 KWH per tonne of cement; the consumption of
coal decreased by 12 kg per tonne of clinker; the cost of cement
decreased by RMB24 per tonne and the total cost decreased by
approximately RMB10,000,000. As the selling price of cement
fell by RMB95 per tonne, our profit decreased by RMB39,610,000.
Combining these two factors which were the major reasons for
the decrease in profit, resulting in a decrease in profit of
approximately RMB30,000,000. In-depth analysis shows that as
the production scale of the Group is limited and the market is
lack of regulation, even if cooperation within the industry is
strengthened, there is little impact on the market price of
cement products.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS REVIEW (continued)
2. Shandong Shanghai Allied Cement Co., Ltd. (“Shandong SAC”)

During the period, Shandong SAC produced 137,000 tonnes of
clinker, representing a decrease of 21.7% as compared to the
preceding year. Production of cement during the period amounted
to 167,000 tonnes, a decrease of 24.1% from the preceding
year. A total of 181,000 tonnes of clinker and cement were sold
during the period, a decrease of 29.6% from the preceding year.
Operating loss was HK$5,637,000, compared with a profit for
the preceding year. During the period, an overhaul was
performed with expenses of HK$2,500,000, and hence the
operating profit for the first half year was affected. In the
meantime, the company expanded into different types of
products which improved its product mix. Power consumption
per tonne of cement during the period reduced by 6 KWH, coal
consumption per tonne of clinker decreased by 4kg but the cost
per tonne of cement rose by RMB29 as compared to the
preceding year. The increase in cost was mainly due to lower
output and the impact of one-off charge of the overhaul
expenses in the first quarter. Analysis indicates that as the coal
price remained high and the new dry process production line of
Shandong SAC with a daily output of 1,000 tonnes of cement
was constrained by the technology used, thus consuming more
coal, this made it more difficult to compete with other
production lines with daily output of over 2,000 tonnes. In the
long run, we need to look into appropriate means of adjustment.

3. Shandong Allied Wangchao Cement Limited (“Allied Wangchao”)

The plant of Allied Wangchao which produced 2,500 tonnes of
clinker per day commenced testing and production in the first
half of 2005. During the period, the output and sale, volume of
clinker amounted to 206,000 tonnes and 75,000 tonnes
respectively. As the plant was still in the early stage of
production, the operating loss was HK$1,178,000. In the long
term, the production line will be more competitive in the future
when normal production begins as it is located near a quarry
and has its own pier and is technologically more advanced with
less coal consumption.

Stone and Ceramic Tile Business

During the period, the turnover was HK$1,611,000, representing a
decrease of 84.1% as compared to the preceding year, and operating
loss was HK$2,951,000 as compared to the operating profit of
HK$ 1,554,000 in the corresponding period of the preceding year. The
decrease in operating results was mainly attributable to the adjustment
of business strategy by the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS REVIEW (continued)
Slag Powders Business

The Group invested in a slag powders plant in 2004 which
commenced trial production in the first quarter of 2005. During the
period, the output and sales volume were 29,000 tonnes and 29,000
tonnes respectively, and the sales amount was HK$4,246,000 while
achieving an operating profit of HK$320,000. Output of this production
line was basically operating normally and its products were well
received by the market with good sales.

FINANCIAL REVIEW
Liquidity, Financial Resources and Capital Structure

The Group’s capital expenditure and daily operations and investments
were funded by cash generated from internal operations and loans by
principal bankers. The Group continued to maintain a sound balance
sheet, with reasonable liquidity and cash reserves of HK$71,503,000,
which included HK$11,311,000 of pledged short-term bank deposit.
The Group had a current ratio of approximately 1.06 (at 31st
December, 2004: 1.38). At 30th June, 2005, the net assets of the
Group amounted to HK$304,831,000. The borrowings in liabilities
amounted to HK$285,491,000, of which borrowings from a fellow
subsidiary amounted to HK$9,000,000, and approximately 54.8% of
borrowings were at fixed rates. The gearing ratio (net bank borrowings
over net assets) was 70.2% (at 31st December, 2004: 50.7%). At the
end of 2004, the Group arranged a bank loan in the amount of
HK$105,000,000 mainly for funding the construction of Allied
Wangchao plant, resulting in a higher gearing ratio. The Group will
closely monitor its borrowings to maintain the gearing ratio at an
acceptable level.

Foreign Exchange Fluctuation

Since the Group’s operations were mainly located in Mainland China,
transactions which were carried out were primarily denominated in
Renminbi. As such, the foreign exchange exposure will have no
significant impact to the Group, except for the Hong Kong Dollar bank
loan mentioned in the above paragraph.

Charges on Assets

At 30th June, 2005, bank deposits of HK$11,311,000 were pledged
to banks for securing the Group’s bank borrowings. In addition, on
30th June, 2005 and 31st December, 2004 respectively, the Group
pledged 95% equity interest of a subsidiary, Allied Wangchao, as
collaterals for securing bank borrowings in the amount of
HK$105,000,000.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

FINANCIAL REVIEW (continued)
Contingent Liabilities

Details regarding the contingent liabilities are set out in note 16 to the
condensed financial statements on page 22.

Commitments

Details regarding the commitments are set out in note 15 to the
condensed financial statements on page 22.

BUSINESS DEVELOPMENT

In 2005, the domestic economy in China is still expected to grow and
the overall fixed assets investment will resume normal development. In
light of the normal development of the overall economy and with
years of experience in the cement industry, the Group will continue to
adjust its own operating strategy to overcome the various challenges
brought about by the changes in the operating environment of the
sector.

Cement Business

In respect of Shanghai, the principal sales market of the Group, the
overall supply was still higher than demand in the first half of 2005,
leading to continuous decrease in price. By the middle of the year,
cement price became more stable. The Group is strengthening its sales
efforts in Shandong, the northern part of Jiangsu, and northern part
of Anhui in order to alleviate the risk of over reliance on a single
market. Meanwhile, the Group is launching high grade cement to the
market and developing other cement products of different types to
improve the product structure and meet the needs of various
customers.

In the short term, the prices of raw materials and coal are expected to
remain high, which would create certain pressure on the Group'’s gross
operating profit. To overcome such difficulty, the Group still needs to
upgrade its technology continuously and to strengthen its cost control.
As recently the State approved the building of 13 new coal supply
bases coupled with the gradual slowdown of economic growth, the
price of coal supply will gradually return to normal.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS DEVELOPMENT (continued)
Stone and Ceramic Tile Business

In the second half of the year, the Group will cautiously develop the
stone and ceramic tile business and evaluate carefully its new projects
in order to reduce various operating risks.

Slag Powders Business

In Beijing and its surrounding areas, the demand for slag powders is
still increasing. The Group will concentrate more on sales efforts to the
various construction projects in order to keep its customers.

EMPLOYEES AND REMUNERATION POLICIES

At 30th June, 2005, the Group, including its subsidiaries but excluding
its associates, employed 878 employees. The remuneration policies of
the Group are based on the prevailing remuneration level in the
market and the performance of respective companies and individual
employees.

RISK MANAGEMENT

The Group is making modification to its various risk management
systems, including customer credit assessment, government policy risk,
treasury management etc, in order to enhance its risk management.

PROSPECTS

The macro-economic adjustments and control policies will be beneficial
to the healthy development of the economy in the medium-to-long
term. Various indications show that China’s economic growth has begun
to slow down in the second half of 2005. As the cement business highly
depends on economic growth, and the production capacity of cement
has increased by over 200,000,000 tonnes in recent years while the
production from vertical kilns has not been withdrawn from the market,
the cement industry across the country is generally depressed with
profitability declining substantially. Such situation will prevail for some
time and the Group should be mentally prepared for it. On the other
hand, the cement production capacity of the Group has basically
reached 3,000,000 tonnes, being in line with its strategy of cement
development since the change of management in 2001. It now has four
centres of production and operation management. The Group also
strengthens, in particular, its operation system, overall management,
cost control and increases the range of products as well as develops the
markets in the northern part of Jiangsu, southern part of Shandong and
northern part of Anhui, so as to prepare for the next economic boom. In
the medium-to-long term, the outlook for China’s economy is still
positive and will create new business opportunities for the cement
industry. We hereby express sincere thanks to all customers, Shareholders
and staff for their support to the Group.
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DISCLOSURE PURSUANT TO RULE 13.20 OF THE
LISTING RULES

At 30th June, 2005, trading balances due from the following entities
which individually have exceeded 8% of the market capitalisation of
the Company are set out as follows:

EE R

Amount of trading balances
BT T

HK3$'000

33,832
26,625

DIRECTORS’ INTERESTS

As at 30th June, 2005, the interests and short positions of the
Directors in the shares, debentures or underlying shares of the
Company or any of its associated corporations (within the meaning of
the Part XV of the Securities and Futures Ordinance (the “SFO")) or
which were required, pursuant to section 352 of the SFO to be
entered in the register referred therein or which were required to be

REREGRBIXVED) 2 &1 - BEHSMERERD .2 notified to the Company and The Stock Exchange of Hong Kong
BRRABIT Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code") were as follows:
¥ /N The Company
REBRESERZ
HEROHAE
Number of HEBTHRE
EHMEE underlying shares 2B
EEnE Nature of held pursuant to Percentage to the
Name of Directors interests share options issued share capital
=58 (EPN 4,000,000 0.54%
Ng Qing Hai Personal
= B AR ([EPN 1,500,000 0.21%
Ko Sing Ming Personal
ZFER @A 600,000 0.08%
Li Chi Kong Personal

EERTETRABRARRBAE 2 ES
BRI T B E & -

EFEERERER - RZETREHA
=1tR EFMEREFHEREERTIETHR
ANBZRENMAR ZECABMAZERAR
(E&ABEHFRHER)

The interests of the Directors and chief executive in the share options
of the Company are detailed in the share options section below.

All the interests stated above represent long positions. As at 30th
June, 2005, none of the Directors held any short positions as defined
under SFO as recorded in the register of directors and chief executives’
interests and short positions.
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SHARE OPTIONS

+A The following table discloses movements in the Company’s share
options during the six months ended 30th June, 2005:

BREZE
Number of share options
R=ZZZHF R=ZBZHF
—R—8 ~A=+H
R i R AT HREH BREM i R AT
BHEAH SR{THEME Outstanding Granted Lapsed Outstanding
Date of TESE Exercise as at 1st during during as at 30th
grant of Exercisable price January, the the June,
share options period per share 2005 period period 2005
ks
HK$
BEEpR
Name of Directors
0] —EE=5tA=+/\H —ETNE-A=-+tN\AZE 0.70 4,000,000 - - 4,000,000
—E-=%+A=-ttH
Ng Qing Hai 28th July, 2003 28th January, 2004 to
27th July, 2013
= B R —EE=FLAZ+NH —EIME-A-F+NBE 0.70 1,500,000 - - 1,500,000
—E-—=%+tHA-t+tH
Ko Sing Ming 28th July, 2003 28th January, 2004 to
27th July, 2013
FEH ZER=FLAZ+NH “EEME-A-FN\BE 0.70 600,000 - - 600,000
—E-Z=f+A=-++tH
Li Chi Kong 28th July, 2003 28th January, 2004 to
27th July, 2013
[3-1 —EE=5+tA=-+/\H —ZENE-A=Z+/\BZE 0.70 15,600,000 - 150,000 15,450,000
—Z-ZHE+AZT+tH
Employees 28th July, 2003 28th January, 2004 to
27th July, 2013
At
Total 21,700,000 - 150,000 21,550,000
LT AR XN E A B EEARR o All share options referred to above are subject to 6 months vesting
period.
RERESRA - BHEREANT 2 BIREE No share options were granted, exercised or cancelled under the share

FEU TS ST AR -

option scheme of the Company during the period under review.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS

As at 30th June, 2005, the following persons had interests or short
positions in the shares of the Company as recorded in the register
required to be kept by the Company pursuant to section 336 of the

B SFO:
EEBITRA
BEZRHEE 2B
Number of ffi#  Percentage to the
RERERE Name of Shareholders shares held Notes issued share capital
AEHEBEFEHMEREER AR Tian An China Hotel and Property 500,000,000 7,8 68.54%
([RZHEEE]) Investments Company Limited (" TACHP")
Oasis Star Limited ([OSL) Oasis Star Limited (“OSL") 43,485,640 2 5.96%
AL TEREERRAT Tian An Industrial Investments Company Limited
([R&I#]) ("TAICL") 43,485,640 2 5.96%
AZHEREBRAA Tian An China Investments Company Limited
(TR=)) ("Tian An") 543,485,640 3 74.51%
BEBRAR (FEE]) Sun Hung Kai & Co. Limited ("SHK") 543,485,640 4 74.51%
SAME (B8 BRAE (BAME]D Allied Properties (H.K.) Limited ("APL") 543,485,640 5 74.51%
BMAEEARAR ([HAEE]) Allied Group Limited (“AGL") 543,485,640 6 74.51%
Lee and Lee Trust ([LL Trust]) Lee and Lee Trust (“LL Trust”) 543,485,640 7 74.51%
Best Advantage Limited ([BALJ) Best Advantage Limited (“BAL") 144,000,000 8 19.74%
RIME Ng Siu Chun 144,000,000 8 19.74%
Honest Opportunity Limited ([HOLJ) Honest Opportunity Limited (“HOL") 72,858,680 9 9.99%
Classic Fortune Limited ([CFLJ) Classic Fortune Limited (“CFL") 72,858,680 10 9.99%
HEBEERBRAR ([REAE]) COL Capital Limited (“COL") 72,858,680 11 9.99%

izt -

1. HEFTERLZE2EWBABRLZHEBEE
FRE % %4 356,000,000 85 JA B 1R
MBS AE (TRAEAE]) MBALIK IR 1A% Ak
A 2. 144,000,000 B (D12 2 4870 o

2. HOSUHFEZRMIABZEEAZEHE
B OSLAEREZ I 2EMBAR - AR
THEARRZZ2EMBAR - RETEER
LR AR OSLIE A 2 [l —#143,485,6400% 1%
DA

3. BEUTIEOSLATREIE 243,485,640/ 17
REZH BB EFT#EA 2356,000,000 8% 8%
% RBREERBALUKEMWE A%E 2
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Notes:

1. The figure referred to the aggregate holding of 356,000,000 shares
beneficially held by TACHP, a wholly-owned subsidiary of Tian An, and
also included the deemed interest in the 144,000,000 shares charged by
Mr. Ng Siu Chun (“Mr. Ng”) to BAL.

2. The shares held by OSL were held in the capacity of beneficial owner.
OSL was a wholly-owned subsidiary of TAIICL which in turn was a
wholly-owned subsidiary of Tian An. TAIICL was therefore deemed to
have an interest in the same 43,485,640 shares held by OSL.

3. The figure referred to the aggregate holding of 43,485,640 shares held
by OSL, 356,000,000 shares held by TACHP and also included the
deemed interest in the 144,000,000 shares charged by Mr. Ng to BAL.

4. SHK owned approximately 48.60% interest directly and indirectly in the
issued share capital of Tian An and was therefore deemed to have an
interest in the same 543,485,640 shares held by Tian An.

5. Through AP Jade Limited and AP Emerald Limited, direct and indirect
wholly-owned subsidiaries of APL respectively, APL owned approximately
74.99% interest in the issued share capital of SHK and was therefore
deemed to have the same interest held by SHK.
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BTFANRX R EEFERZETRT - EE
EREEEL TE?@%’%%T%*%i%
XER  BRABITAXINM -

RESTETAGRY BN _TTRF
NABERF  BREEFERTBRER A
EHEBRATUNAREASRBYIEEER
R BABRBARAXNM -

INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS (continued)

6. AGL owned approximately 74.79% interest in the issued share capital of
APL and was therefore deemed to have the same interest held by APL.

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

8. On 20th December, 2001, Mr. Ng entered into a share charge with BAL,
a wholly-owned subsidiary of TACHP whereby Mr. Ng charged his
7,200,000,000 shares (adjusted to 144,000,000 shares for the share
consolidation of 50 to 1 with effect from 20th December, 2002) in the
Company to BAL to secure the due observance and performance by Mr.
Ng of his obligations under a sale and purchase agreement and a
supplemental agreement entered among, inter alia, Mr. Ng and BAL.

9. The shares held by HOL were held in the capacity of beneficial owner.

10.  CFL owned 100% interest in the issued share capital of HOL and was
therefore deemed to have the same interest held by HOL.

11. COL owned 100% interest in the issued share capital of CFL and was
therefore deemed to have the same interest held by CFL.

All the interests disclosed above represent long positions. As at 30th
June, 2005, no short positions were recorded in the register kept by
the Company under section 336 of the SFO.

CORPORATE GOVERNANCE
CODE ON CORPORATE GOVERNANCE PRACTICES

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

Code Provision A.1.7

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

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

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provision A.2.1

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

The Company does not at present have a Chairman. Mr. Ng Qing Hai,
being the President and CEO of the Company, is responsible for
running the business of the Group and implementation of the Group’s
strategy in achieving the overall commercial goals as well as part of
the duties of Chairman which constitute a deviation from the code
provision A.2.1.

To comply with this code provision, the Company is currently
considering the appointment of a Chairman of the Board if a
candidate with suitable leadership, knowledge, skills and experience
can be identified within or outside the Group. The division of
responsibilities between the Chairman and CEO has been set out in
writing and approved by the Board in June 2005.

Code Provisions A.4.1 and A.4.2

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

The Non-Executive Directors of the Company had no fixed term of
office prior to 22nd June, 2005, but retired from office on a rotational
basis in accordance with the relevant provisions of the Company’s Bye-
laws. According to the Bye-laws of the Company, (i) at each annual
general meeting of the Company, one-third of the Directors for the
time being (or, if their number is not a multiple of three, the number
nearest to but not greater than one-third) should retire from office by
rotation, provided that the Chairman of the Board and/or the
Managing Director of the Company should not be subject to
retirement by rotation; and (ii) any Director appointed to fill a casual
vacancy or as an addition to the Board should hold office only until the
next following annual general meeting and would then be eligible for
re-election. The above (i) and (ii) constitute deviations from the code
provision A.4.2.
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

Code Provisions A.4.1 and A.4.2 (continued)

To fully comply with the code provision A.4.1, all Non-Executive
Directors of the Company were appointed for a specific term on 22nd
June, 2005 which shall continue until 31st December, 2006, but
subject to retirement by rotation and re-election by the Shareholders.
To comply with the code provision A.4.2, the Board will propose
relevant amendments to be made to the Bye-laws of the Company for
approval by the Shareholders at the forthcoming special general
meeting or annual general meeting of the Company, whichever comes
first.

Code Provision A.5.4

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

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

Code Provisions B.1.1 and B.1.4

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

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

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

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

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

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

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

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

The terms of reference of the Remuneration Committee shall be made
available to the public on request and by including the information on
the Company’s website once it is set up to ensure full compliance with
the code provision B.1.4.

Code Provisions C.3.3 and C.3.4

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

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

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

(i) ensure that 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 issuer.
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

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

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

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

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

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

The revised terms of reference of the Audit Committee shall be made
available to the public on request and by including the information on
the Company’s website once it is set up to ensure full compliance with
the code provision C.3.4.

Code Provision D.1.2

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

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

(%)
>
o
3
«Q
=7
S
>
=
o
o)
o
3
(]
=
=t
=
3
=
(]
o
S
P
[0}
=
3
X
(]
°
o
=
~+
N
o
o
(%]



4o
b
i
#
H:i,
HH
i
i
I

LiEBaIORRMERD A

EXER (B

ESETESREZTATA

ARR B A R+ PrE 2 R 2T
A EREESETESFR S ZITRER -
RARARELBEERE  MEEEHRR
EFNEBEHAE T2 ETIRETAME 2%
# o

=

Bo - HEIEERG

AR SHEEFAMBEARMEREE
EEARA=TRIRNERARER - HEHE
BIZAR R Z R -

BEREEE 2 EH

ERZEQEREEECEMAEB RN
SETRBIRER - WA AR R M A S E
BEEETHN  BEAEE_ZTRFAHA
=T RERNBEAREERZ PP BREZ
—REH - ERRESEEAEEINEZH
AhiZ IR B R G ETAD A& R 2 R LR
70057 Pr1FH 2 BBER R E R AR
EMET LRRE T - BREESWEE
THAZBIZBERE -

EREEE®
TR AEE
=58

&t —TTRFN\A=1H

CORPORATE GOVERNANCE (continued)

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

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

PURCHASE, SALE OR REDEMPTION OF SHARES

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

AUDIT COMMITTEE REVIEW

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

By Order of the Board
Ng Qing Hai
Chief Executive Officer

Hong Kong, 30th August, 2005





