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CORPORATE INFORMATION (continued)
OTHER CORPORATE INFORMATION

Shanghai Allied Cement Co., Ltd.
1 Long Shui Nan Road
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Fax : (86-21) 5409 0826
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The Plant of Shandong Allied Wangchao Cement Limited
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EBBAKERDAERRA
((FREZ2EEE ([EFE]) 2
ARBREWMBAR (BHEIANEE])
BHE_TTRFANA=THILAXHEA
IAREZEEFRENT ¢

GLCE N E R
BE-TTAFAAZTALAMEA

The board of directors (the “Board”) of Shanghai Allied Cement
Limited (the “Company”) announces that the unaudited consolidated
results of the Company and its subsidiaries (collectively the “Group”)
for the six months ended 30th June, 2006 were as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30th June, 2006

BEAA=1THILAEA
Six months ended 30th June,

—BEXRE —ZTTRF

2006 2005

iz BETF T BT T

Notes HK$'000 HK$'000

(RER) (RERZ)

(unaudited) (unaudited)

= Turnover 180,453 141,454

& B AR Cost of sales (162,125) (140,560)

EH Gross profit 18,328 894

H e A Other income 8,403 8,062

VA=) DN Distribution costs (3,370) (3,376)

THAX Administrative expenses (12,775) (11,717)
REBIRERH Allowance for bad and

doubtful debts (1,176) (7,040)

& A Finance costs 4 (7,340) (4,313)

B 7 A s Al (B548) Profit (loss) before taxation 5 2,070 (17,490)

18 Taxation 6 (1,462) (1,397)

NERE F (B518) Profit (loss) for the period 608 (18,887)

NHFIEERS : Attributable to:

RAFRE Equity holders of the Company (1,293) (16,513)

DER R S Minority interests 1,901 (2,374)

608 (18,887)

AL B

HK cent HK cents

BREXNEE Basic loss per share 7 (0.18) (2.26)




HRAGREEERER

RZEZEREANA=1H At 30th June, 2006

CONDENSED CONSOLIDATED BALANCE SHEET

R-BEARF RZZETRF
A~AB=+H +-A=+—H
At 30th June, At 31st December,
2006 2005
i aF BETT BT
Notes HK$'000 HK$'000
(RER) (EE%)
(unaudited) (audited)
FkRBEE NON-CURRENT ASSETS
MmE - BERHEB Property, plant and equipment 8 454,046 457,399
TRz ENEERIE Prepaid lease payments on land use rights 14,098 14,136
kS Goodwill 69,479 69,479
RIEE Mining right 7,008 7,013
P — R R E I E B RS Interest in a jointly controlled entity - =
Frih— M AR ER Interest in an associate - =
2HMES Club debenture 330 330
544,961 548,357
RBEE CURRENT ASSETS
HEME Properties held for sale 5,410 5,354
T AE 2 BNHEERE Prepaid lease payments on land use rights 351 348
& Inventories 34,204 32,964
B 5 K& SR Trade and other receivables 9 193,431 189,654
e REMRE Deposits and prepayments 15,695 24,613
& Ut [F] 2 T /B8 2 Rl 3R Amounts due from fellow subsidiaries 1,913 707
BEERERRITER Pledged short-term bank deposits 16,662 44,054
BOEFRRS Bank balances and cash 23,884 39,084
291,550 336,778
RBEE CURRENT LIABILITIES
B REMENFELRZS Trade and other payables and deposits 10 99,906 154,103
FE 7 B R IR A R U Amount due to ultimate holding company - 6,150
FE 5 — R IR R Pt /8 A B 3008 Amount due to a fellow subsidiary 831 9,322
B — D8RR FIE Amount due to a minority shareholder 4,373 2,623
B —LERERS Dividends payable to a minority shareholder 1,334 4,668
&1 B A A ;B Amounts due to related companies 7.682 4,958
ARG Tax liabilities 1,535 1,552
R—FEREH 2 Obligations under a finance lease due
MEMEHAE within one year 1 5
R—ERIH 2 BITER Bank borrowings due within one year 11 171,889 148,183
287,551 331,564
RBEEFE NET CURRENT ASSETS 3,999 5214
BEERARDERE TOTAL ASSETS LESS CURRENT LIABILITIES 548,960 553,571
RAR & CAPITAL AND RESERVES
BRA Share capital 182,349 182,349
fF 18 Reserves 109,640 108,291
AREREEGER Equity attributable to equity holders of
the Company 291,989 290,640
PYRRER Minority interests 163,248 159,822
AR TOTAL EQUITY 455,237 450,462
kRBEE NON-CURRENT LIABILITIES
e — L BRR 1A Amount due to a minority shareholder 403 368
FE 1 (R 2 BT 8 A RIS Amounts due to fellow subsidiaries 9,166 152
JE 1 R A2 R IR 2 B SRR Amounts due to ultimate holding company 6,145 =
R—FEI B2 RITEK Bank borrowings due after one year 11 52,500 78,750
ERERIE Deferred taxation 25,509 23,839
93,723 103,109
548,960 553,571
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
For the six months ended 30th June, 2006

ARARREL
Attributable to equity holders of the Company
e
ROf% 22 |
Bx  capital  EHEHR EARE  AHEE  RERE  RHBE  BHEW ET $5
Share Redemption Contributed Translation Merger Capital Other Accumulated %  Minority ag
Capital  Reserve Surplus ~ Reserve  Reserve  Reserve  Reserves Profits Total Interests Total
EETr  EETn  ABfn  BEfn  AETn EkTn BETn BETn BBfn BETn BETo
HK$'000  HK$'000 HK$'000 HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$000
i3
Note
RZEERE-A-A
At 1st January, 2005 182,349 918 44,203 (3,656) 1,799 824 12,927 81,980 321,344 160,908 482,252
FHER
Loss for the period - - - - - - - (16,513)  (16,513) (2,374)  (18,887)
ERF-28RRZRE
Dividend paid to a minority shareholder - - - - - - - - - (5,355) (5,355)
L EY
Transfer to reserves - - - - - - 1,181 (1,181) - - -
RZZRRE/A=TH
At 30th June, 2005 182,349 918 44,203 (3,656) 1,799 824 14,108 64,286 304,831 153,179 458,010
RZBSXE-A-B
At 1st January, 2006 182,349 918 44,203 873 1,799 824 14,108 45,566 290,640 159,822 450,462
sHER
Loss for the period - - - - - - - (1,293) (1,293) 1,901 608
REMEBHAERS
ERRACERER
Exchange difference arising on
translation of foreign operation
recognised directly in equity - - - 2,235 - - - - 2,235 1,525 3,760
FHERACULAR
Total recognised income and
expense for the period - - - 2,235 - - - (1,293) 942 3,426 4,368
RAEERRAS AR
Imputed interest adjustment on
long term liabilities - - - - - - 407 - 407 - 407
RZFEAEARZTE
At 30th June, 2006 182,349 918 44,203 3,108 1,799 824 14,515 44,273 291,989 163,248 455,237

HraE

HiFEERE LA KERR
AR RILWE EBKEERER QA
ZREEESROCEZREES A%
751 14,108,0007T @ I B IER HILA
EREMNERERAGZE2ESHE
REAFEARZEE - xS
REER  REESUTREREBER
THREEMTWKE ZEE - b
BRESTRAEREER - WAl
BEIEZBRATAELMER -

Note: Other reserves comprise reserve fund and enterprise expansion fund of

Shanghai Allied Cement Co., Ltd. and Shandong Shanghai Allied Cement
Co., Ltd. totalling HK$14,108,000 and the effect of fair value adjustment
at initial recognition of interest-free amount due to ultimate holding
company. 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.
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CONDENSED CONSOLIDATED CASH FLOW

STATEMENT

8 A For the six months ended 30th June, 2006

(unaudited)

BEANA=TBHLAEA

Six months ended 30th June,

—BRARE C—TETHF
2006 2005
BETTE  EETE
HK$’000 HK$'000
(RE) (RER)

(unaudited)

REXBRERZREFE

REED
BERRITERZ
W (1)
HipRARS R

REZBMELE (A 2
R FE

MEEH
HERITER
BERBRITER
Hi@MERESR

BMEFBFR (A
EECZBREFHE

ReERERBALEE
R

HMAORERERREHEHE

SEER R F B

MRASRERREER -

RITEEFELRAS

NET CASH USED IN OPERATING
ACTIVITIES

INVESTING ACTIVITIES

Decrease (increase) in pledged
bank deposits

Other investing cash flows

NET CASH FROM (USED IN)
INVESTING ACTIVITIES

FINANCING ACTIVITIES
New bank loans raised
Repayments of bank loans
Other financing cash flows

NET CASH (USED IN)
FROM FINANCING ACTIVITIES

NET DECREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE PERIOD

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT
THE END OF THE PERIOD,
represented by bank balances and cash

(27.341) (5,313)
27,819 (5,387)
(3,721) (39,358)
24,098 (44,745)
66,908 103,661

(70,412) (57,588)
(8,135) 2,126

(11,639) 48,199

(14,882) (1,859)
39,084 62,051

(318) =
23,884 60,192

11
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& BH Bt 7% ¥R 3% B & F NOTES TO THE CONDENSED FINANCIAL
STATEMENTS

BE-_ZZEFAA=THIEEA For the six months ended 30th June, 2006

12

“EERFRHRE

EBBEERGERD A

EREE 1. BASIS OF PREPARATION

RAE A TR R BB E B AR B F The condensed financial statements have been prepared in
BRATZES EmAR ([ LAl accordance with the applicable disclosure requirements of
Mex16FmEA 2 BERTE - LAKA Appendix 16 to the Rules Governing the Listing of Securities
BEREETMAG([EEGHMA on The Stock Exchange of Hong Kong Limited (the “Listing
g)BEMhcBBHELN (RS Rules”) and Hong Kong Accounting Standard (“HKAS") 34
FHAER]) E345E [REAB B IRE] 2 “Interim Financial Reporting” issued by Hong Kong Institute
FE AR IR o of Certified Public Accountants (“HKICPA").
FTESHBHEX 2. PRINCIPAL ACCOUNTING POLICIES

BRMBERRERREAXAER

REGABBERERARAZEHK
RERRASHEBEE_FTTLHF
TZA=+T—"BULFEZFERH
BRAEAE - -

FEAFRHEM  AEEHXER
EESFMAGEMZE THEHNE
B - BRI k2B ([(FHEBM B RS
#A)]) ZEFEUNR=-_ZZTRF
+=—BA—Bx% =TT F—H—H
AR 2 SEFEAR AR o BN
NEAVERSENTSHERE
5B 25 2 ANHA R 3k 25 BT & 5T B R
LEBERERATE ALY BF
fEL SR ERFR A& o

ERMERENZ ER] - (EFTE 2

AREBEYERFPRAATERME
RERZHER -~ BFIHEE - K
REAEBEE([EF]) B RALER
R ERIARERTEHARE
ZEELRMBIRNEREAZE -

The condensed financial statements have been prepared
under the historical cost basis.

The accounting policies used in the condensed financial
statements are consistent with those followed in the
preparation of the Group's annual financial statements for
the year ended 31st December, 2005.

In the current interim period, the Group has applied, for the
first time, a number of new standards, amendments and
interpretations (“new HKFRSs”) issued by the HKICPA, which
are either effective for accounting periods beginning on or
after 1st December, 2005 or 1st January, 2006. The adoption
of the new HKFRSs had no material effect on how the results
for the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period
adjustment has been required.

Standard, amendment or interpretations issued but not yet
effective

The Group has not early applied the following new standard,
amendment or interpretations that have been issued but
are not yet effective. The directors of the Company (the
“Directors”) anticipate that the application of these standard,
amendment or interpretations will have no material impact
on the results and the financial position of the Group.
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BE-TTAFAAZ+HALAEA
2. FEEEE(E)

BRGHENS 1R BEABE
(&)

FRUBREENETR SBIA: RE

R (ERMBRERE RKRATEUBRS
ZB8) -REIETH B/ F 295 2 B
HRA-EBEER
ZE‘E/EHI‘{I&%—FZ
MHHRSE?

R (BERMBRERE BEMBERSER
Z88) -RERSH F2RCHBE?

R (BERMBRERE ERAENETA
Z88) -REFIR

' RZETELF-A—HAERBRZEFE
BRI A K o

? RZZTERNF-A—ARUERBZEE
BRI A -

P R ARFRA-—HIUEBRBZFE
B A%

4 RZZBEERNENA—HIABRHEBRZEE
BRI A -

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS (continued)
For the six months ended 30th June, 2006

2. PRINCIPAL ACCOUNTING POLICIES (continued)

HKAS 1 Capital Disclosures'
(Amendment)
HKFRS 7 Financial Instruments: Disclosures’

HK(IFRIC)-Int 7 Applying the Restatement Approach
under HKAS 29
Financial Reporting in
Hyperinflationary Economies?

HK(IFRIC)-Int 8 Scope of HKFRS 23

HK(IFRIC)-Int 9 Reassessment of Embedded
Derivatives*

' Effective for annual periods beginning on or after
1st January, 2007

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

3 Effective for annual periods beginning on or after
1st May, 2006.

4 Effective for annual periods beginning on or after
1st June, 2006

13
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“EERFRHRE

EBBEERGERD A

75 B B 7% S R Y o

B

3.

(%&)
2ZEE

NRERNA=ZTHIEXREAR

REEME  AKREZEHEAH
SHEREEBAR - (WD REE
HKREFE - 0 R BERER

AEB)DHER

TEMAREAR

Em  AEBEEBIBZETHETE
RAgEARLME ([HBEKRE]H
[FPE]) EfMtE - HEHEADZ
AEBWARDSBEESTAOT :

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS (continued)
For the six months ended 30th June, 2006

3. SEGMENT INFORMATION

For management purposes, the Group is currently organised

into three operating divisions — (1) distribution and

manufacturing of cement and clinker, (2) distribution and

manufacturing of slag powder and (3) distribution of ceramic

tiles, granite and marble products. The Group’s operations

are principally located in Hong Kong and other areas in the
People’s Republic of China (“Mainland China” or the “PRC").
An analysis of the Group’s revenue and segment results by

business segments is as follows:

AHRBE PHRBE
KEERM BEH
Distribution and Distribution and
manufacturing  manufacturing

FHERE
EEAR
ERER

Distribution of
ceramic tiles,

of cement of slag granite and &a
and clinker powder marble products Consolidated
BETT BB BETT AR
HK$'000 HK$'000 HK$'000 HK$'000
(R&E%Z) (R&E%) (R&E%) (R&E%Z)
(unaudited) (unaudited) (unaudited) (unaudited)
HE-ZZAE For the six months ended
ANA=ZTHLERBA 30th June, 2006
FEBA Segment revenue 171,069 7,800 1,584 180,453
PEEE Segment results 12,418 696 (1,143) 11,971
RESBER Unallocated expenses (2,561)
BE KA Finance costs (7,340)
BRB AR R Profit before taxation 2,070
BB Taxation (1,462)
AHER Profit for the period 608
B2 -ZZHF For the six months ended
~NA=THIERER 30th June, 2005
kL ON Segment revenue 135,597 4,246 1,611 141,454
PEER Segment results (6,953) 320 (2,951) (9,584)
FENHER Unallocated expenses (3,593)
BEKA Finance costs (4,313)
B 256 A1 85 48 Loss before taxation (17,490)
HE Taxation (1,397)
KHER Loss for the period

(18,887)



fE9 B9 B A5 4 AR Bt
(&)
BE-—TTAEAA=THILAEA

4. BE KK

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS (continued)
For the six months ended 30th June, 2006

4. FINANCE COSTS

BZ~A=1+RHLEXAA
Six months ended 30th June,

—23AE  -TFE4
2006 2005
BETT BT
HK$°000 HK$'000
(REH) (RE®)
(unaudited) (unaudited)
WTER ZHME : Interest on:
BRAFRZHESR Bank borrowings wholly
ZBITER repayable within five years 7,327 5,242
ERRZNERR R EHBRE Imputed interest on amounts
ZBEFE due to fellow subsidiaries
and a minority shareholder 12 11
BEHEAE Obligations under a finance lease 1 1
BEEKA Total borrowings costs 7,340 5,254
B BREACEE Less: amounts capitalised - (941)
7,340 4,313

5. BREAERN (BFiE)

5. PROFIT (LOSS) BEFORE TAXATION

BEAA=Z1+THILEAREAR
Six months ended 30th June,

—EEXRE —ZERF
2006 2005
BYEFTT BEF T
HK$'000 HK$'000
(RE®) (RE%)
(unaudited) (unaudited)
BB A& I (B518) Thag Profit (loss) before taxation
ik GFA) A TIEE has been arrived at after
Bt E - charging (crediting) :
PRERE 2 8 5 Amortisation of mining right
(BHEE (included in administrative
THERRN) expenses) 74 12
THFERECENEE Release of prepaid lease
REZEBY payments on land use rights 176 109
mE - BERZEZ Depreciation of property, plant
e and equipment 11,868 8,256
FEWA Interest income (554) (211)

15
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1 BA B 7% 3 5% Bt NOTES TO THE CONDENSED FINANCIAL
(#8) STATEMENTS (continued)
BHE-ZZ R FA=THIEAER For the six months ended 30th June, 2006
6. BIE TAXATION
BEA~B=THIEAER
Six months ended 30th June,
—BEAE  ZTEEF
2006 2005
BEFTT BT T
HK$’000 HK$'000
(RER) (REZ)
(unaudited) (unaudited)
ANER R IA Current tax 16 8
EETIE Deferred tax 1,446 1,389
1,462 1,397

HRETEEEZ KB R AEMIE
HEAYETAERVEFN - B
BERBEENSHEE

B P 15 75 T5 4% 20 Bl i R Y % Y
RAZHEFE - REBEBANRINE
EEZRBEN  ETHENMBER
AR A EEGSEENFRERETME
NERLHBNTEMEHR - MERK
=FAEERMS0%TEMEH -

7. BERESB

ARRABRREESREABETIR
BATERAE -

No provision for Hong Kong Profits Tax is made as the group
companies operating in Hong Kong do not have any
assessable profit for both periods.

The PRC income tax is calculated at the rates applicable to
respective subsidiaries. In accordance with the tax legislations
applicable to foreign investment enterprises, certain subsidiaries
in the PRC are entitled to exemptions from PRC income tax for
the two years commencing from the first profit-making year of
operation and thereafter, entitled to a 50% relief from PRC
income tax for the following three years.

LOSS PER SHARE

The calculation of the basic loss per share attributable to the
equity holders of the Company is based on the following data:

BEA~B=1THIEAER
Six months ended 30th June,

B
HEBREAREY
B8

B A
HESR
EABRZ
3B B

MR ARRBREZITEES KD
FAME  BALERZREAEZ5
BREFER -

—EEXRF —ETRF
2006 2005
BEFT B F T
HK$'000 HK$°000
(RER) (REZ)
(unaudited) (unaudited)
Loss
Loss for the purposes of
basic loss per share (1,293) (16,513)

Number of shares
Number of ordinary shares
for the purposes of basic

loss per share

729,395,043 729,395,043

No diluted loss per share has been presented for both
periods, because the exercise price of the Company’s share
option was higher than the average market price of shares.



27 BA B 7% 3R 3% Bt = NOTES TO THE CONDENSED FINANCIAL
(8&) STATEMENTS (continued)
HE2 T XEXA=1+HILXAA For the six months ended 30th June, 2006
8. M¥E- -BMERRKERH 8. MOVEMENT IN PROPERTY, PLANT AND
EQUIPMENT
HR - AEERE AEE4L,576,0007T During the period, the Group acquired property, plant and
ZE - BERREE - equipment of HK$4,576,000.

9. EZRHMEKNRE 9. TRADE AND OTHER RECEIVABLES
AEEGETEESEFPZEEHR—K The Group has a policy of allowing its trade customers credit
EE|3OEI E1208F7%F - ﬁ%&ﬁfﬁfg periods normally ranging from 30 days to 120 days. Included
& IETJ’PE%%%FEH& R IH B in trade and other receivables are trade receivables of
180,232,000 (R == £¢+ ﬂ HK$180,232,000 (at 31st December, 2005: HK$178,039,000)
=+—8: 75 1£178,039,0007T) ° and their aged analysis is as follows:

MRER DT ¢
RZBEERE R-_ZEZREF
AA=tHR +ZA=+—8
At 30th June, At 31st December,
2006 2005
BT T BT T
HK$'000 HK$000
(RER) (BB %)
(unaudited) (audited)
£ —90H 0 - 90 days 112,582 133,590
91— 180H 91 - 180 days 47,314 31,128
181—365H 181 — 365 days 13,541 6,108
8 1F Over 1 year 6,795 7,213
180,232 178,039
RZEEZREA=1+H BEFHE As at 30th June, 2006, discounted bills receivable with
WHERBECMEREERE 2 recourse of approximately HK$22,252,000 (at 31st December,
JE UL Z= i 49 7 ¥ 22,252,0007T 2005: HK$17,541,000) was included in trade receivables.
(RZEBEERF+-_A=1+—8 : Besides, trade receivables of nil (at 31st December, 2005:
¥ 17,541,00000) M ABRIEZ HK$19,231,000) has been factored with recourse.
BEEEESRUREAZS
(RZZEZTRFE+=-_A=+—H
75 #19,231,0007T) °
10. EZ N EMENFBEHIES 10. TRADE AND OTHER PAYABLES AND DEPOSITS

‘ﬁ%&ﬁﬁﬂfiﬁ KERZE S HEEE

Included in trade and other payables and deposits are trade

5 & I SR IH 49 %8 % 50,878,0007T payables of approximately HK$50,878,000 (at 31st December,
(R—ZZEERF+-_A=+—8": 2005: HK$93,782,000) and their aged analysis is as follows:
B 93,782,00077:) C HIRE 5T
R
}\J-A—? 7/\ﬂ£ E/Q\:;Eigﬁéﬁ
ANB=1H +=HA=+—H
At 30th June, At 31st December,
2006 2005
BT BT T
HK$'000 HK$'000
(RER) (fBE %)
(unaudited) (audited)
—90H 0 - 90 days 39,404 78,697
91— 180H 91 - 180 days 6,719 10,809
181—365H 181 - 365 days 3,141 1,019
881 4F Over 1 year 1,614 3,257
50,878 93,782
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11. SRITER

HAN AEBESHERITHER
,%%66 908,000 T K (B ERITE R

& #70,412,0007T ° SRITIE KA E
$E.%W2ﬂ§ F—vvﬂi
/\)EJ_+E|§ETT1 TAE}:@?‘EEEEEE
FPEBREZERERE S
22,252,0007T °

NOTES TO THE CONDENSED FINANCIAL

STATEMENTS (continued)
For the six months ended 30th June, 2006

11. BANK BORROWINGS

During the period, the Group obtained new bank loans of
HK$66,908,000 and repaid bank loans of HK$70,412,000.
The bank loans are used to finance the operations of the
Group. Included in bank borrowings as at 30th June, 2006,
there were discounted bills receivable with recourse of
HK$22,252,000.

12, EEHENEE 12. OPERATING LEASE COMMITMENTS
RZZTEZTE—FR A A5EHEFEH In June 2001, the Group entered into an arrangement with
ANEF=FF Lz EREKEA a third party in the PRC to lease the production facilities for
ERE - BB TF - *ETJ*E@E%EP manufacture of cement with a term of twenty years. Under
BE=FU2xmz  ~5E a supplemental agreement with the third party in the PRC,
*ﬁﬁéﬁ’:‘ﬁﬂj_flﬂL%ﬂﬁﬂfétﬂﬁﬁ the Group has an option to terminate the said lease once
W IE EaiFEA - MEEAEBEES every two years provided that a notice period of three months
BIEZMEA ° is given. The Group has no current intention to terminate

the lease.
RZZEZEXENA=Z+H  A5H At 30th June, 2006, the Group had commitments for future
BAE Eatt 2 g R H M TR HEE 2 ) minimum lease payments under the above arrangement and
EREBHOMARRRI M 2 &IE other non-cancellable operating leases for premises which
HeAERT fall due as follows:

R-BEXRE RZZETRF
RA=+HR TZHA=+-—H
At 30th June, At 31st December,
2006 2005
BETFT BT T
HK$'000 HK$'000
(RE®) (BEZ)
(unaudited) (audited)
—£ R Not later than one year 2,120 1,942

il —F Later than one year and
BLREF not later than five years 1,625 1,831
HiBhE Later than five years 224 371
3,969 4,144

13. EXEE 13. CAPITAL COMMITMENTS
RZETZE; \i NA=+TH KA&E At 30th June, 2006, the Group had the following
ZEFEMT commitments:

R-ZBERE R_ZEZRF
~B=+H +ZA=+—H
At 30th June, At 31st December,
2006 2005

BETF T BT
HK$'000 HK$'000
(RER) (&%)
(unaudited) (audited)

/‘W@% W KRR
BABY &
E’s\%ﬁﬁﬂﬂ%i&i’%
fE i B
ZEARHX

Capital expenditure
contracted for but
not provided for
in the condensed
financial statements
in respect of property,
plant and equipment 5,272 5,533
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14. FARERE

15.

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS (continued)
For the six months ended 30th June, 2006

14. CONTINGENT LIABILITIES

R-ZBEXRE R-ZELTRF
~B=1+H +=—A=+—H
At 30th June, At 31st December,
2006 2005
BETFTT B FT
HK$'000 HK$°000
(RBE#®) (LEZ)
(unaudited) (audited)
BRRRAMEAREEHA Guarantees given to banks
ZIRITRLE ) and financial institutions
RIT R BHE in respect of banking
fEH E R facilities utilised by
fellow subsidiaries 29,126 57,692
EBREALRS 15. RELATED PARTY TRANSACTIONS

(1)

R—ANAE+=A+B - &2
Al Z KB AR EEHA IR
AR ([ EB/AKR]) BiEa EiEK
SEA0%FE SR 7 _EE AR ([_EEK
) BT A% o BB LW
F EEKESFRER LEEKE
B AHEEE  EFeE()EE
BEAAE (ZERBRBEOW
EHAZYE  BERZEZIT
EZMN10%EEBAE) 0 RQ)
FREB(EZREITOMRESH
RESHOBZRERELE 2R
PREERERERS ZESBEE:T
H) HE-ZZT X NFEANA=1
BIE¥FER EEBKEZfZ
THAZ A% A %2,659,0005T
(Bz2—_ZTZTREA=THIt
NIEA : B%1,835,0007T) °

RZZEZ_F+H - ARalEX
Z % & B R 2 7
(IRZ]) shER B RZ HERT
S B o B - ANEB AR AF R
Kbz XM B AR ([REEE])
ZETHEREHETER  MX
ZEBEARNFERRE 2 AEE
ETERREEER - B@EASHH
BERASBAEWRFEIEZ
BRE R_ZEERFENA=T
B EBKEARZEBRFAEH
2B IR B ¥ 29,126,0007T
(RZZEERFE~A=+A8:
7 #75,377,0000T) Z &R 0 M
XL EBEE A LBIERBREZ
& TR (45 #32,932,0007T (A
—ZETRENA=+TH: B
58,853,0007T) Z & & ° B ER
MM Z2EREBRAFBHAT
% o RER » AREIMBEZI
BREZESE

(1)

On 16th December, 1995, a leasing agreement was
entered into between Shanghai Allied Cement Co., Ltd.
("Shanghai SAC"), a subsidiary of the Company and
Shanghai Cement Factory (“SCF”), which held a 40%
interest in Shanghai SAC. According to the leasing
agreement, Shanghai SAC should pay to SCF an annual
leasing fee which consisted of (1) a fixed asset leasing
fee mainly based on the depreciation of the property,
plant and equipment leased under the leasing
agreement plus a mark-up of about 10%; and (2) a
usage fee mainly based on the volume of raw materials
off-load and the applicable unit rate for the relevant
raw materials agreed by the parties when the leasing
agreement was signed. During the period ended 30th
June, 2006, Shanghai SAC paid a total leasing fee of
HK$2,659,000 to SCF (six months ended 30th June,
2005: HK$1,835,000).

In July 2002, the Company entered into a master
agreement with Tian An China Investments Company
Limited (“Tian An") for a reciprocal arrangement of
guarantee. Accordingly, the Group provides guarantees
to secure certain borrowings of subsidiaries of Tian An
(the “Tian An Group”) in Mainland China and Tian An
Group provides guarantees to secure certain borrowings
of the Group in Mainland China. A guarantee fee of
1% per annum on the principal amount of the
guarantees is chargeable between the relevant parties.
At 30th June, 2006, Shanghai SAC provided
guarantees of HK$29,126,000 (at 30th June, 2005:
HK$75,377,000) to secure borrowings of the Tian An
Group in the PRC and the Tian An Group provided
guarantees of HK$32,932,000 (at 30th June, 2005:
HK$58,853,000) to secure borrowings of Shanghai SAC
in the PRC. Details of the guarantee fee income and
expense are set out in the table below. During the
period, two directors of the Company were also
directors of Tian An.
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15. EEALXRS (B)

BE AKEZETNINABEA

IR5:

NOTES TO THE CONDENSED FINANCIAL
STATEMENTS (continued)
For the six months ended 30th June, 2006

15. RELATED PARTY TRANSACTIONS (continued)

In addition, the Group has entered into the following related
party transactions:

BZ~A=1+RHILE<AA
Six months ended 30th June,

—22x%E -TTIF
2006 2005
BEFTE KT
HK$°000 HK$'000

(RE®) (RE®)
(unaudited) (unaudited)

() BEKE2F

M B X2

BEEE
EREMA
ERERAX
HEER  LEA
REREmM

fiF

(i) HAEXLF
BRERLA
EARHERY
—HARZ
W A A
WREBRER

BERERR
BRERERAXR
BEE
KR E R
M B3
MREESN
EHE

(i) BEFDARRK
BRAREK
BERED
Z DT
BEEE

(v FIBYFRITES
REBA
ZEma
EEREXER

vy FEEEBAR
Z#&
FE R
AR
EREH

(i) Fellow subsidiaries

Interest charge 508 71
Management fee 325 315
Guarantee fee income 213 373
Guarantee fee expense 177 206
Sales of ceramic tiles, granite

and marble products 1,648 1,319

(i) Subsidiaries of a company
which has significant
beneficial interests in the
Company'’s ultimate
holding company
Office cleaning charges and

repairs and maintenance 16 17
Rental expenses and office

management fee for office 260 217
Insurance expense 2 96
Interest charge 228 -
Additional air conditioning

charges for office 12 11

(i)  Company which has
significant beneficial
interests in the Company's
ultimate holding company
Management fee 468 -

(iv) A law firm in which a former
independent non-executive
director is a partner
Legal and professional fees 120 196

(v  Key management
compensation
Salaries and other short-term
benefits 938 1,51
Post-employment benefits a4 44



7 B B 7% 3R Y o

B

==
&)

E_EEREXRNA=THIERER

15. EREALXR S (B)

AEBETEIEERABR—FER
MBEGRAFZERBERE QAN
H2EMBARMERME - 227
AAEEREKERERNERLER
% %8 M B R A U Y RE (i) 2R 10
EIZERED - WEERSHAZ
EFXTREBRABREMIEEEE
EEANBMIRM -

tHERERE _TTRENEE
NHRBIKER @ T EEEERNER
ABREB EH LR A R {E
B2E  RUNUNIEEZEEEE
BAB - ZENRBER_ZTETS
& A 181,0007T 0 EBRFERMU E
TEEBRABRHMA o

NOTES TO THE CONDENSED FINANCIAL

STATEMENTS (continued)

For the six months ended 30th June, 2006

15.

RELATED PARTY TRANSACTIONS (continued)

Certain key management personnel of the Group received
remuneration from a company which is a controlling
shareholder of Sun Hung Kai & Co., Limited, or its wholly-
owned subsidiary. Such company provided management
services to the Group and charged the Group a fee, which
is included in management fee as disclosed above in part
(iii) of this note, for services provided by those personnel as
well as others who are not key management personnel of
the Group.

The above-mentioned management fee commenced to be
charged during the second half of 2005 and is calculated by
reference to the time devoted by the management personnel
on the affairs of the Group and can be apportioned to the
above key management personnel. The total of such
apportioned amounts, which have been included in the key
management personnel compensation above for 2006, is
HK$181,000.

\ Vi
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EBHEIRRSE B R

A S
EEERETTRBE_TEAFA
SHEEANBRAZFMRE (BE-
THEANAZTALAMEA : 8)

EEEFWED AT

A o

BE-_ZZXEA=THI~EA K
£ E &5 A E%180,453,0000T @ bk
FRIHEIN27.6% @ KA Z K EEN
B8 A& 78 % 1,293,000 * =FREHA
B398 78 % 16,513,0007T ° EEAAER L 8
FTERAAREE 2 EMEKERUWE -
& E B AEN0.18  MEFRE AFRE
BEN2.26 -

XBERE

AEBMEBRXB R/ HREENR - IO
NEEMER AUNTERERTIED

12 .
KIEE T

BN 5881 171,069,0000T © thEHF
B HA 32 f126.2% - KB & 2K 88 2
1,078,000M8 + th A FRHAEK54.7% °
DIEEEE AR 12,418,000T © EFF
B A DB EEE1EE%6,953,0007T ©

1.  FHEBAKEBRIA
([ EEAKE])

EBEKEEERR RKED B B
320,000ME }2 418,000MF - th 2= & (A
B 2 5.6% MG N10.2% - HARIKIR
§5 2 464,000MF - Lt & F [7) Bf 12 N
52%° 5 B ESE G N BB
7,744,0007C + XFREBADEEEA
&5 1875 5 138,0007T © HA 0 B HE T %

REMEIE - (1B & 14,143,000
LB LEFESBREERE T
2B o

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the
six months ended 30th June, 2006 (six months ended 30th June,
2005: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

For the six months ended 30th June, 2006, the Group’s turnover
amounted to HK$180,453,000, representing an increase of 27.6%
as compared to the corresponding period of the previous year.
The loss attributable to the equity holders of the Company was
HK$1,293,000 as compared to the loss of HK$16,513,000 for
the corresponding period of the previous year. The significant
reduction in loss is mainly due to the improvement in gross profit
margin of the Group. Loss per share was HKO0.18 cent, as
compared to loss per share of HK2.26 cents for the corresponding
period of the previous year.

BUSINESS REVIEW

The Group is principally engaged in the distribution and
manufacturing of clinker, cement and slag powder with its major
market in Mainland China.

Cement Business

Turnover for the period was HK$171,069,000, representing an
increase of 26.2% as compared to the corresponding period of
the previous year. The sales volume of cement and clinker
amounted to 1,078,000 tonnes, representing an increase of 54.7%
as compared to the corresponding period of the previous year.
The segment profit amounted to HK$12,418,000, while the
segment loss for the corresponding period of the previous year
was HK$6,953,000.

1. Shanghai Allied Cement Co., Ltd.
(“Shanghai SAC”)

The clinker and cement produced by Shanghai SAC
amounted to 320,000 tonnes and 418,000 tonnes
respectively, representing a decrease of 5.6% and an increase
of 0.2% as compared to the corresponding period of the
previous year, and sales volume of cement during the period
was 464,000 tonnes, representing an increase of 5.2% as
compared to the corresponding period of the previous year.
The segment profit amounted to HK$7,744,000 as compared
to the segment loss of HK$138,000 for the corresponding
period of the previous year. During the period, the
consumption of coal decreased by 4.44 kg per tonne of
clinker. However, an overhaul was performed during the
period with expenses of HK$4,143,000, and had effect on
the segment results for the first half year.
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2. R EBKEZERFRAA
(MR KET)

W R AKSEH R B A 7KTR i EE S 0
TKJE o AKJeHEER191,0008 + b
EFERBEIN14.4%  HREE
194,000 + th X FRARIEIN7.2% -
%8 ¥ A % 75 #5 801,0007T ¢
FFERBAPEEXEBEAE
5,637,0007 °

3. WWRBEERKEFRLA
(e ER])

Bt 4 T 52 B E2,5000 2R B H R
HAREERIEE DR /H424,0008 &
420,000M8 + DB EE R M B E
3,873,0007T + XF R AN EEE
B85 #51,178,000T - Bt & TR 4E
EgFMeseas  EREE  B#E
ARARELEBHEBE  AARS
B o

B\ER XK

AEERENMEKBAEEREERA
52,000M8 - $5 % %8 &8 ¥ 7,800,0007T -
DEEEE R FIE 696,000t EFRH
7y BB E AR R ) #5320,0007T o

AMMEBER

BN & 258 1,584,000T © BWEFF
HRmD17% D EEXBEEBEBBEE
1,143,0000C * XF R AP EEEFERE
75 #52,951,0007T © 7N & B 5 5 B B R OK
EMEMBENER - MAMREEER

BeERD -

MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS REVIEW (continued)

Cement Business (continued)

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

During the period, Shandong SAC was restructured as
grinding station for cement processing. Production of cement
amounted to 191,000 tonnes, an increase of 14.4% from
the corresponding period of the preceding year. During the
period, the sales volume was 194,000 tonnes, an increase
of 7.2% from the corresponding period of the preceding
year. The segment profit amounted to HK$801,000 as
compared to the segment loss of HK$5,637,000 for the
corresponding period of the previous year.

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

During the period, the output and sales volume of the plant
of Allied Wangchao which produced 2,500 tonnes of clinker
per day amounted to 424,000 tonnes and 420,000 tonnes
respectively. The segment profit amounted to HK$3,873,000,
as compared to the segment loss of HK$1,178,000 for the
corresponding period of the previous year. The production
line of the plant of Allied Wangchao is competitive as it is
located near a limestone quarry and has its own pier and is
technologically more advanced with less coal consumption.

Slag Powder Business

During the period, both the output and sales volumes of the
Group's slag powder business were 52,000 tonnes, and the sales
amount was HK$7,800,000. The segment profit amounted to
HK$696,000, as compared to the segment profit of HK$320,000
for the corresponding period of the previous year.

Stone and Ceramic Tile Business

During the period, the turnover was HK$1,584,000, representing
a decrease of 1.7% as compared to the corresponding period of
the preceding year. The segment loss amounted to HK$1,143,000
as compared to the segment loss of HK$2,951,000 for the
corresponding period of the previous year. The Group will focus
on development of the cement and slag powder fine grinding
businesses, while the scale-down of the stone and ceramic tile
business will continue.

v
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B 7% @ B8
RBES  MBERERERES

AEEEATE - AEEERKRENES
RERNHEEEECRE REEARIEIT
BR - AEBRIBFEENES RN - B
& 4781 40,546,0007T © EFREEL
& 1#516,662,0007T B KB HRSR 1T 17 3K ©

REBRBELEYION(R_ZEZERF
+=—A=+—H :1.02) - R-ZZTEZTRF
NAZTH AEEBFEEBE

291,989,0007T - AEHE T ERLABE
239,389,0007T * HAEIERE —HER R
MBAR R —MEEQATEREHXBE
15,000,0007T " B #137.2% & EE &

RER - BEABE(FRITBRFE
E)B63.0% (R -_TETHF+=-_A=7
—H :495%) °

SR R B

HRASENZETIEURERN P2
ETEIEAAREAHE  MARKEEE

BRI EE - EHNERD 2 A
REAEEY BEXLE -

EREE
R=BEAEXA=TA B#%

15,878,0007T 2 17 sk B IR 45 R 1T R B 7
BELFERBCENRE THER - 5
ﬂ'm_¥¥A$Aﬂ:+E'$%EE
BB AR —HE TR 295%EamE
775 694,500,000 T R TR R 2 ER M -

BEARESE

BREXRAZFE  F2HFT/\AHH
MERRMEET =R -

HAREE

BRXAAEFE  F2HFTLAGHH
AR ER THIA -

MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

FINANCIAL REVIEW
Liquidity, Financial Resources and Capital Structure

The Group's capital expenditure, daily operations and investments
were funded by cash generated from internal operations and
loans by principal bankers. The Group maintained reasonable
liquidity and had cash reserves of approximately HK$40,546,000,
which included pledged short-term bank deposit of approximately
HK$16,662,000. The Group had a current ratio of approximately
1.01 (at 31st December, 2005: 1.02). At 30th June, 2006, the
net assets of the Group amounted to HK$291,989,000. The
borrowings in liabilities amounted to HK$239,389,000, of which
borrowings from a fellow subsidiary and a related company
amounted to HK$15,000,000, and approximately 37.2% of
borrowings were at fixed rates. The gearing ratio (net bank
borrowings over net assets) was 63.0% (at 31st December, 2005:
49.5%).

Foreign Exchange Fluctuation

Since the Group’s operations were mainly located in Mainland
China, transactions carried out were primarily denominated in
Renminbi. As the fluctuation in exchange rates of Renminbi against
Hong Kong dollars was relatively stable, the foreign exchange
exposure will have no significant impact to the Group.

Charges on Assets

As of 30th June, 2006, deposits of HK$15,878,000 were pledged
to banks and financial institution as collateral to secure short-
term bills payable issued to suppliers. In addition, on 30th June,
2006, the Group pledged 95% equity interest of a subsidiary,
Allied Wangchao, as collaterals for securing bank borrowings in
the amount of HK$94,500,000.

Capital Commitments

Details regarding the capital commitments are set out in note 13
to the condensed financial statements on page 18.

Contingent Liabilities

Details regarding the contingent liabilities are set out in note 14
to the condensed financial statements on page 19.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS DEVELOPMENT
Cement Business

As shown in the chart below, for the first half of 2006, the total
cement production in the PRC amounted to 540 million tonnes,
representing an increase of 20.9% over the corresponding period
of last year. Cement production reached a record high in terms of
output and growth rate.

CEE-FECEERFERALY¥YFAERAEREREE
Chart of cement consumption level and growth rate
in the PRC during the first halves from 2001 to 2006

fEmE

Hundred million tonnes %

6 25

> /- 20

4 7?— - C KERE

7 415 Cement consumption

3 e LN A —=— BEX
v 410 Growth rate

2 | | | | ||

1 I [ S S S N

0 0

2001 2002 2003

Fly (FF+F)
First Half Year

2005 2006

(BEHAR - M)

(Source of information: China Building Materials News)

mEERR  BRICEREDNARR —E
=RIERAE - M EBNIORRBEEZAM
EEBMTRE -

As shown in the above chart, the domestic cement consumption
is still in a rapid growing period. However, the cement
consumption in Shanghai exhibits a trend different from that of
the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

EXBBE(E) BUSINESS DEVELOPMENT (continued)
KIEEK (B) Cement Business (continued)
CEE-FE_EERFLBLEYFKEAEREREER
Chart of cement consumption level and growth rate
in Shanghai during the first halves from 2001 to 2006
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(Source of information: Shanghai Cement Association)
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As shown in the above chart, for the past five years, cement
consumption in Shanghai increased stably from 7.5 million tonnes
in the first half of 2001 to 11.6 million tonnes in the first half of
2006. On the other hand, the growth rate went down from 19.4%
in the first half of 2004 to 1.4% in the first half of 2006. This
reflects the fact that the macro-economic control measures were
introduced in 2004 and to date the effects are obvious. A
comparison between the growth rates of investment in fixed assets
can make this clear. During the first half of the current year,
investment in fixed assets of the PRC increased by 29.8% while
that of Shanghai increased by merely 9.5%, or 20.3 percentage
point less than the average of the country, evidencing that the
macro-economic control measures have effectively achieved its
purpose. The new round of nation-wide macro-economic control
measures is having a relatively mild impact to Shanghai.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS DEVELOPMENT (continued)
Cement Business (continued)

As the main markets of the Group are in northern Jiangsu and
Shanghai, the Group still faces challenge in the cement business.
Although there has been fast economic growth in Jiangsu Province,
fixed investment growth has been much lower than the average
national rate, maintaining a relatively healthy economic condition.
The Group has established goodwill and gained wide recognition
for its branded products in the cement market in northern Jiangsu.
Its products continue to be well received by the market. The
Group successfully won tenders in the construction for a number
of expressways in northern Jiangsu. Also, the Group’s “Titan”
brand cement was designated to be used for the canal ship locks
at River Zao and Taierzhuang in the South-To-North Water Transfer
Project.

The Group, being a professional cement producer, has been active
in promoting cooperation among the participants in the industry,
eliminating vicious competition and reducing costs. The production
cost of PO42.5 cement from Shandong SAC decreased by RMB19
per tonne over the corresponding period of last year, equivalent
to a total cost savings of RMB2 million odd. The production cost
of clinker produced by Allied Wangchao decreased by RMB4.43
over the corresponding period of last year, equivalent to a total
cost savings of approximately RMB1,870,000.

The Group also initiated a streamlining program to boost efficiency
and lower costs. In particular, the “Elimination of the Worst
Performers System” implemented in Shandong SAC and Allied
Wangchao raised the sense of risk among their workers.

The Group noted the new energy strategies adopted by the State.
As a measure to lower costs further, the Group is studying the
construction of power generating facilities using the residual heat
released by waste gases in both ends of the kilns in the plants of
Shanghai SAC and Allied Wangchao.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

BUSINESS DEVELOPMENT (continued)
Cement Business (continued)

It should be noted that the over-supply condition prevailing in
the domestic cement industry cannot be changed in the near
future. According to reliable sources, total cement production
capacity of the PRC is 1,300 million tonnes per year while total
demand is 1,100 million tonnes per year. Recently, it was required
in Shandong Province to close cement plants using vertical kilns
with production capacity of less than 100,000 tonnes per year.
All cement plants using vertical kilns will be closed this year in
Zhejiang Province and policies to the same effect have been
introduced in Jiangsu Province. These policies can help to alleviate
the over-supply situation of the cement industry. On the other
hand, the implementation of the policy on coal-electricity price
linkage also provoked slightly higher electricity prices which
exerted higher strain on costs. As far as power consumption is
concerned, the Group has been trying its best to raise its
production output per hour for each production line and reduce
electricity usage during peak hours, with a view to minimizing
electricity cost and consumption per unit of product as much as
possible.

Slag Powder Business

Slag powder demand in Beijing remained strong and the Group
has assigned more experienced staff to strengthen internal
management and sales operation. The next move will be to seek
further cooperation and co-ordination with other operators in
the industry.

EMPLOYEES AND REMUNERATION POLICIES

As at 30th June, 2006, the Group including its subsidiaries but
excluding its associates, employed 676 (at 31st December, 2005:
719) employees. The remuneration policies of the Group are based
on the prevailing remuneration level in the market and the
performance of respective companies and individual employees.
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

RISK MANAGEMENT

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

PROSPECTS

In accordance with the document titled “Opinion in relation to
the Acceleration of Restructuring of the Cement Industry” jointly
issued by eight ministries and commissions including the State
Development and Reform Commission, the production volume of
cement is expected to be 1,250 million tonnes in 2010, and the
proportion of new dry processed cement will increase from the
current 40% to 70%; an aggregate outdated production capacity
of 250 million tonnes will be phased out; 30 to 50 selected
large-scale cement conglomerates will be strongly supported. The
Group will actively conform with the relevant policies of the
government to seek more support, various taxation concession
policies in particular, to continue the implementation of the
philosophy of the Group of “Not to Seek the Biggest but the
Best”.

The Group will increase the proportion of the production of 52.5
cement and study the skill and formula for special cement to
uphold its leading technological position in the industry.
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Name of Directors

EEME

Nature of interests

DIRECTORS’ INTERESTS

As at 30th June, 2006, the interests and short positions of the
Directors in the shares, debentures or underlying shares of the
Company or any of its associated corporations (within the meaning
of the Part XV of the Securities and Futures Ordinance (the “SFO"))
or which were required, pursuant to section 352 of the SFO to be
entered in the register referred therein or which were required to
be notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the
“"Model Code"”) were as follows:

The Company

REBEBRERSE HERTRE
ZHEERMHE ZEIL
Number of underlying Percentage to
shares held pursuant to the issued

share options share capital

"5 EA
Ng Qing Hai Personal
= B B (EPN
Ko Sing Ming Personal
2 75l EA
Li Chi Kong Personal

EEREBTRABRARAIBREZ
BaFREN T XERE - -

LAFERSHRER - RITEAF
NAZ1TH EFHERAINEER
TBETBRABZEAMRR 2ERATMA
ZEM%KR (EEREHFLBEED) -

4,000,000 0.54%
1,500,000 0.21%
600,000 0.08%

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

All the interests stated above represent long positions. As at 30th
June, 2006, none of the Directors held any short positions as
defined under SFO as recorded in the register of directors and
chief executives’ interests and short positions.
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SHARE OPTIONS

The following table discloses movements in the Company’s share

=THRIERNEARNZEBEELT options during the six months ended 30th June, 2006:
BREHE
Number of share options
RZBEXRE RZBEARE
-A-H ~AZTH
BRE e R AT 6 BRRi BREX ESHK:S
BEHAH SRTEE Outstanding Granted Lapsed Outstanding
Date of fTEmE Exercise as at 1st during during  as at 30th
grant of Exercisable price January, the the June,
share options period per share 2006 period period 2006
ikl
HKS
BExps
Name of Directors
E “ERZEXACTN\R ZBEME-A-T/N\BZE 0.70 4,000,000 - - 4,000,000
ZE-=ftAZTtH
Ng Qing Hai 28th July, 2003 28th January, 2004 to
27th July, 2013
BRH “ERR=ELACT\B ZZEME-A-t/\BZE 0.70 1,500,000 - - 1,500,000
ZE-ZHtAZTtA
Ko Sing Ming 28th July, 2003 28th January, 2004 to
27th July, 2013
ZEH “EEZEYA-TN\B ZBEME-A-T/N\BZE 0.70 600,000 - - 600,000
ZE-ZFtAZTtH
Li Chi Kong 28th July, 2003 28th January, 2004 to
27th July, 2013
] “ERZEYACTN\R ZBEME-A-T/N\BZE 0.70 15,000,000 - 600,000 14,400,000
ZE-=ftAZTtH
Employees 28th July, 2003 28th January, 2004 to
27th July, 2013
At
Total 21,100,000 - 600,000 20,500,000

tRFrBEBRES S NEARBRRR -

RE R -
HEEE -

BERBEARF ZBHRE
17168 3 ok 36 (2 ] BE AU HE -

period.

review.

All share options referred to above are subject to 6 months vesting

No share options were granted, exercised or cancelled under the
share option scheme of the Company during the period under
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FERREEMALES

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

AND OTHER PERSONS

RZZFEZEREFARAA=TH BEEBEHK As at 30th June, 2006, the following persons had interests or
B &G %33 1 RABATRFZER short positions in the shares of the Company as recorded in the
HZMEE - TAALTHEERARBRN 2 register required to be kept by the Company pursuant to section
- E ) 336 of the SFO:
HERTRA
BEZRAEE ZEA
Number of fifzf  Percentage to the
REAE Name of Shareholders shares held  Notes issued share capital
AEHEBEERHEREERAA Tian An China Hotel and Property 500,000,000 1,8 68.54%
([REHEEE]) Investments Company Limited (“TACHP")
Qasis Star Limited ([OSLJ) Qasis Star Limited (“0SL") 43,485,640 2 5.96%
AEIEREBRAF Tian An Industrial Investments Company Limited
([R&ZI%]) ("TAIICL") 43,485,640 2 5.96%
AEFERERR Tian An China Investments Company Limited
(IX%]) ("Tian An") 543,485,640 3 74.51%
MEEERAR ([FBE]) Sun Hung Kai & Co. Limited (“SHK") 543,485,640 4 74.51%
BAWE () BRAA([BAME]) Alied Properties (H.K.) Limited (“APL") 543,485,640 5 74.51%
BEEEERLAR([BAKE]) Allied Group Limited (“AGL") 543,485,640 6 74.51%
Lee and Lee Trust ([LL Trust]) Lee and Lee Trust ("LL Trust") 543,485,640 7 74.51%
Best Advantage Limited ([BALJ) Best Advantage Limited ("BAL") 144,000,000 8 19.74%
RNME Ng Siu Chun 144,000,000 8 19.74%
HEAKERERAR ([FEBE]) COL Capital Limited ("COL") 72,858,680 9 9.99%
Vigor Online Offshore Limited ([VOOLJ)  Vigor Online Offshore Limited (“VOOL") 72,858,680 10 9.99%
China Spirit Limited ([CSL) China Spirit Limited ("CSL") 72,858,680 11 9.99%
R Chong Sok Un 72,858,680 12 9.99%

Wit -

Notes:

1.

ZETERALZZ2EMBRAARETF
T TE P& 25 B 2 356,000,0000% A% 17 LA
M R/NEBEE (TREE]) MBALIK I
MR BB 2 144,000,0000% i 17 4 25
Z KA o

FROSLIEA 2R T AE &= %;EEAZEMQ

1. The figure referred to the aggregate holding of 356,000,000 shares
beneficially held by TACHP, a wholly-owned subsidiary of Tian An,
and also included the deemed interest in the 144,000,000 shares

charged by Mr. Ng Siu Chun (“Mr. Ng”) to BAL.

2. The shares held by OSL were held in the capacity of beneficial

HE  OSLARALTIX2EMEBR
MAZIEARAZZZEAMEBAR ﬂ
A TERER ABROSLEAR Z R —it
43,485,640 (0 R B = o

3. RETIBOSLATIE B 2 43,485,640

Bty
356,000,000% % 15

AXEHRBEBEERMEAZ
+ KR % & mBAL

AR AR A B 2 144,000,0000% A% 15
Z KA o

4. FBEBERLTEBITRAL38.65%1#
HOEHEWREAERARZHBEZR
543,485,6400% f% {7 o ¥ B & x4 o

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

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

SHK owned approximately 38.65% interest in the issued share
capital of Tian An and was therefore deemed to have an interest in
the same 543,485,640 shares held by Tian An.
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5. %A M E B B AP Jade Limited X
AP Emerald Limited (B & 3t &= B & & [
BE2EBABZHERR) BAIIEED %
TTRRAEI61.42% = - B IR AR
EEBEZR—MBROHPEEES -

6. BASEMEAHMAMEEBHITRAL
74.93% %% - BILER AR S M ER
BzR—MEHPEEER -

7. ZHEEFELL TrustZ 5t A (BDEK 1B
FE FRELLIRFRIESRE) & H/E
Bl aREDBITRALL0.72% R 5 -
HitwfRanaSBSA 2R —#KR
AR -

8. MNZITEET—F+_F_+H RE4H
KEZHBEEE 22 &N E R RBALR] AL
B FE R E - B REES
7,200,000,000% (B =TT —_F+ = A
“t+HREBAKMDSA 1M A E A
144,000,0000%) A2 &) i 17 K ## FBAL
EARLEEEBTRETH (Hba
B REEHEBALMEIVEEHZERE T
e 2 REE ©

9.  Z#F¥EClassic Fortune Limited ([CFLJ)
2 2 & B A 7 Honest Opportunity
Limited( [HOLl ) T E &= B 2
72,858,680/ A& {5 + M1 CFLAN R Bl 49 4%
ZEEWBAR - AP EBKEER
RHOLE A 2 B —#tA D P A HES o

0. VOOLEE B+ B BHEBITHR ALY
35.44% 8% - EHILH R AN BRI
BZR—HBRHPHEEERS -

11. CSLEEB VOOLE 1T A 4967.70% 4
% AR ARVOOLE B Z R —#ti%
MPBAEEZ -

12, HEBRBEEZLHACSLEBITRAZ 2 50#

o B R AR CSLIEE 2 R —#t iR
hHEE R -

EXFAI 2B ESE A - R-F

ERFEANA=ZTH  ARAIREES L
B0 336167 B 2 B it Rl &K
B E% o

INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS (continued)

5. Through AP Jade Limited and AP Emerald Limited, direct and indirect
wholly-owned subsidiaries of APL respectively, APL owned
approximately 61.42% interest in the issued share capital of SHK
and was therefore deemed to have the same interest held by SHK.

6. AGL owned approximately 74.93% interest in the issued share
capital of APL and was therefore deemed to have the same interest
held by APL.

7. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are
the trustees of the LL Trust, being a discretionary trust. They together
owned approximately 40.72% interest in the issued share capital
of AGL and were therefore deemed to have the same interest held
by AGL.

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

9. The figure referred to the aggregate holding of 72,858,680 shares
beneficially held by Honest Opportunity Limited (“HOL"), a wholly-
owned subsidiary of Classic Fortune Limited (“CFL") which in turn
was a wholly-owned subsidiary of COL. COL was therefore deemed
to have the same interest held by HOL.

10. VOOL owned approximately 35.44% interest in the issued share
capital of COL and was therefore deemed to have the same interest
held by COL.

11.  CSL owned approximately 67.70% interest in the issued share capital
of VOOL and was therefore deemed to have the same interest held
by VOOL.

12. Ms. Chong Sok Un owned 100% interest in the issued share capital
of CSL and was therefore deemed to have the same interest held
by CSL.

All the interests disclosed above represent long positions. As at
30th June, 2006, no short positions were recorded in the register
kept by the Company under section 336 of the SFO.
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CORPORATE GOVERNANCE
CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30th June, 2006, the Company has
applied the principles of, and complied with, the code provisions
of the Code on Corporate Governance Practices (the “CG Code”)
as set out in Appendix 14 of the Listing Rules, except for certain
deviations which are summarised below:

1. Code Provision A.2.1

Code provision A.2.1 stipulates that the roles of chairman
and chief executive officer (“CEQ") should be separate
and should not be performed by the same individual.

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

To comply with this code provision, the Company is
considering the appointment of a Chairman of the Board
if a candidate with suitable leadership, knowledge, skills
and experience can be identified within or outside the
Group.

2. Code Provision A.4.2

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

According to the Bye-laws of the Company then in effect
before 11th May, 2006, at each annual general meeting of
the Company, one-third of the Directors for the time being
(or, if their number is not a multiple of three, the number
nearest to but not greater than one-third) should retire from
office by rotation, provided that the Chairman of the Board
and/or the Managing Director of the Company should not be
subject to retirement by rotation. Further, any Director
appointed to fill a casual vacancy or as an addition to the
Board should hold office only until the next following annual
general meeting and would then be eligible for re-election.

To comply with this code provision, relevant amendments
to the Bye-laws of the Company were proposed and
approved by the shareholders at the annual general meeting
of the Company held on 11th May, 2006.
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CORPORATE GOVERNANCE (continued)

CODE ON CORPORATE GOVERNANCE PRACTICES
(continued)

3. Code Provisions B.1.3 and C.3.3

Code provisions B.1.3 and C.3.3 of the CG Code stipulate
that the terms of reference of the remuneration committee
and audit committee should include, as a minimum, those
specific duties as set out in the respective code provisions.

The terms of reference of the remuneration committee
(the "Remuneration Committee”) adopted by the Company
are in compliance with the code provision B.1.3 except
that the Remuneration Committee should review (as
opposed to determine under the code provision) and make
recommendations to the Board on the remuneration
packages of the Executive Directors only and not senior
management (as opposed to Directors and senior
management under the code provision).

The terms of reference of the audit committee (the "Audit
Committee”) adopted by the Company are in compliance
with the code provision C.3.3 except that the Audit
Committee (i) should recommend (as opposed to implement
under the code provision) the policy on the engagement
of the external auditors to supply non-audit services;
(ii) only possesses the effective ability to scrutinise (as
opposed to ensure under the code provision) whether
management has discharged its duty to have an effective
internal control system; and (iii) can promote (as opposed
to ensure under the code provision) the coordination
between the internal and external auditors, and check (as
opposed to ensure under the code provision) whether the
internal audit function is adequately resourced.

The reasons for the above deviations are set out in the section
“Corporate Governance Report” contained in the Company’s
annual report for the financial year ended 31st December, 2005.
The Board considers that the Remuneration Committee and the
Audit Committee should continue to operate according to the
terms of reference adopted by the Company. The Board will review
the terms at least annually and make appropriate changes if
considered necessary.

The annual review of internal controls in respect of the code
provision C.2.1 of the CG Code will be reported upon in the
forthcoming corporate governance report to be contained in the
Company’s annual report for the financial year ending 31st
December, 2006.
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CORPORATE GOVERNANCE (continued)

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

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

AUDIT COMMITTEE REVIEW

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters
including a general review of the unaudited interim financial report
for the six months ended 30th June, 2006. In carrying out this
review, the Audit Committee has relied on a review conducted by
the Group's external auditors in accordance with Statement of
Auditing Standards 700 issued by the HKICPA as well as obtaining
reports from management. The Audit Committee has not
undertaken detailed independent audit checks.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s shares during the six
months ended 30th June, 2006.

I would like to express appreciation to our shareholders, customers
and staff for their great support and assistance to the Group.

By Order of the Board
Ng Qing Hai
Chief Executive Officer

Hong Kong, 28th August, 2006
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