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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.
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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.
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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.

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

117



118

SRIA ®
THEERREIEZE (&)
Atz M A&

HMeRBERRMERREER  BHR
HENERAREEES  DRAERAE
SRR NN E -

BUE R

EREERBBRSREZENDIH L2
MEECHBENAKELAARACHERE
MEERBRZBRBNEARNERER
Qe RMEEBRIUERER - REUHER R
BER BERAEECUAKEREEER
BaER R BacBMe 28 BRNE
P RERR o

RERAENS @ AIRAKEHARAZE
ERBEXRTER BIHRABEOZHER
EREBEE - BUH ) - BURER Z & &’
BEREEECNREZERINBRETE

7
Ao

ZRUME

FHEZE B EMER DY EG AR
BExAERFEIREEAR KABREL
WA - BHREMR - HMWEIERARE R
ZIEERA - AJRBEFENIREEEERE
RITMBREMEL GG -

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.
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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.
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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

Tian An China Investments Company Limited X% B & H R A A 129 s



130

REFAREE 2 &
ERTERBERE
TR 2 %% &
I TEEEEE -
REEZEEBRD
HEBRTBEERD
W

HE-2%1%
t=RA=t-AL
FEZREX

EXE
#OMEE

PRRAHE
e

ES |
RS
KEnB2
EHER
Hi2EWA
FHENEERZ
REMEZ DR
EEKE
RENENALEBE
B
nELEE
BiE
RERER
BERME
B
KENBAT
BMER 2
ViE
BERA
i A UNG -+
JEMh R
INGES
BENRES Y

REER

B 50 71
HE

AERRT

R

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

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

133



134

B B A

— I i

— WG
RIT 7 0 M FE M RR AR
B YA

FRBREEYRRZ
fm BB WA
hEIZER R O
REBEBEZREAAREE
Z Y& 0
TREEAAEBEED
Z W s
RRBEFED IR
ANHE (KFiz40(F))
FINEE S W s

H i A

RBE_TZAF+_A=+t—BLFE
W,

() RNEEAMIE S 1K E19,263,000/8 T Uk
E— B AREEIINMO%ER  BILZ
REIRARRRZZEH B AT - ZH
BARNBMERKY  WREDEERK
®E - HWERBZRBEBRTZEA
15,873,000 7T °

() NEBABE SR E2,110,000% T Uk
EREMREBARREIINO%ER - BILZ
MEARIKARRBZEENBAA °
ZMENB AR RF B - WHEEY
X¥uE - -UMBEBREZRENES
9,417,000 7T °

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) -
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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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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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ﬁJ‘cNE
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R-FFEOFT_H=1T—H
AE R

R-BFRF+=-A=t+—-H

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




RAR{EE
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AEEREVER _ZEZERF+_A=+—
B2 B8 7Y i BN 5 B AL (A R (R 1 08
VEEFN G -EHERFEERRBANE
BETHE  EXERFIEERRAEES
ERERKIREAARREOYRMGEE
MR - REEDNETEERNEMB G E
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.
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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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BE
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R—H—B&7’

RNEFHH

EBREERS
ES

R+ RA=+—B#&%*

RAPEZHE -
REAELQ
I HAAE 4

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 (&)

ARBZHBRARRKREERD Z AR
BERREEART TSN ERFRE
At RRREREMAELRZAE -
ZARBEENERARNRKZEEER
=,

22 RBERNT 2 ERE

RIELEMBERRREZ

(DN

FEAR U BB 18 2 1R a8 M Rk
B R

Bk & N BRI

B REHRE

et -

() TEHERAR_TTAFT_RA="
—BZERFHNMES2 - BE QA
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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(2) RBERAREZKABENBEFERE
i & N B BT EE 4 2 874,000 T (ZE T
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T
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R=ZZTMF—H—H
ENDBERMERTF

R-ZZEOE+=-A=+—H
FE I B B 15 R 4 R 3%
B 95 5 R T 4 9 (7 22)

R-BEZEHEF+-A=t+—H

B 55
R=ZFZTMF—H—H
REREHR
ENDBERMERTF

R-_ZEENFEF+=-_A=+—8
J&E &8 B 15 5 X RIS 355
WS Rt @ ey (M at2)

R-BZEHEF+-A=+—H

R A
R-BZEHEF+-_A=+—H

R-ZFEEMFE+_H=+—H

BE_TTENF+_A=+—H KRTEEE
EFEMzBE ARSI AEBIR - FHIH -

(W) Brg R el s 2 R B 1R T 38 (KB & R A
sREAEEEREBGEFEETE 27 KE
T e

(T) REBZBERARFNEERAZAAEE
RREE R IRIT 2% X Tﬁiﬁﬁi%ﬁk%
Eim%ﬁfgﬁXZﬁf ZAnBER
GERNRRRZEREERS -

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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R-ZBZHEFE+=-_A=+—H

BREE
R-BZHEFE+-_A=+—H

R=TEME+-A=+—H

HE_TTWNE+_A=+—0 BKBEHFIETE
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BB -

(R) AEBEZHXRAEHRRARFNEEAZ QAR
EBERZAHEBRITZMIHMERR A G
ARBRSREMATLRZIRE  Z2AE
BEREARZEHQRRRRZEEERE °

(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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WAIBRERTZF - AEEARRIERS
LHRATFWRREEERRD ZZRE 2K
2 RN o ZERJE 2 BN A S BUCER A B
BHREEAMKREZREERNE R_IZ
THF-A—BEAEBE G ERIFE 395
B HIRECDRBEB G ERIEIRE
MOBERAEHEERSE (M2) -

FERBITE

FFIEEE B H
LMD - HAREE

mBTE

RIEEEZES
REBAIN EHE
mmE

FLmky  mAREE

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).
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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.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.
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(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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(BREERMEF)

RAF 2%

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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EA - PRBERHEEBRN ST WNF
NAZH  gminsamymsEREEeER L
3% (& B M 2% H B A ek [2004] 55 93855%
ZRE-BRZRAR  ERBBERNE
THREET 2R BEHR%E - THIgE
MOREHMHERTE LA TREMEK
FE Bt MBREAANLELEER
THIZET - BE AR A REMZEW
MZBENSEERE  AMEERA
R RBIF RGN 2 BB g E R 2
A ER - WEERBUWR - BIARE
EREIINEGHBAR 2 L HIBEMA
148,098,000 ;. (Z T I F
114,944,000 7T) K &k 3£ B 1E §] A 7]
M—MEHER ARl THIEED A
88,056,000 ;L (Z T E I F
60,820,0007% 7T) °

(METYEERCRAARA —HNBAF

REERTE  REBTCERLE TR
ECHWEFEFEZEmMBERA EL
4,902,000 L2 BB - REEER=
EThFENRBLTHEEMERER
WH I TEREETTE  REEFTEE
HRB N o

(T)—R2EAMBARNN-—EYPEZER © A

AAR—HE2ENBRARREEREF
o EREHEEESRRREE NERK
450,317,000 L R &5 18 - BREE A
36,057,000 L2 BER T YM¥FER A
ERRERA  c ASEERE EF M
BEaARZERE TSEFELRME - Y
XEBERRBHS —HEERFA - EXKRE
B—EmEs —ERbEFEESZER
BRI R EEE S $£ 460,286,000 7T °
IERFERPBIERR TR « IRIBER
BER  AEERRENEBBARERRM
BOZHEBEE  BEEEFEHES -

(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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NABBYMEZENEFRKE1,670,000
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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.
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(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
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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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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.

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

191



192

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

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

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

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

Golf course operation
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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.

Tian An China Investments Company Limited X% B & H R A A 207 B





