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The Board is pleased to present their report and the audited
consolidated financial statements of the Group and the Company for
the year ended 31st December, 2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries, associates and jointly controlled
entities as at 31st December, 2006 are set out in notes 48, 49 and
50 to the consolidated financial statements respectively.

The Group’s turnover for the year was derived mainly from activities
carried out in the People’s Republic of China (the “PRC"). The
breakdown by principal activities of the Group’s turnover and the
contribution to profit before taxation for the year ended 31st
December, 2006 is set out in note 6 to the consolidated financial
statements.

SUBSIDIARIES, ASSOCIATES AND
JOINTLY CONTROLLED ENTITIES

Details of the Company’s principal subsidiaries, associates and jointly
controlled entities as at 31st December, 2006 are set out in notes 48,
49 and 50 to the consolidated financial statements respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2006
are set out in the consolidated income statement on pages 82 and
83.

The Board has recommended a final dividend of HK2.5 cents per
share of the Company for the year ended 31st December, 2006
payable to the shareholders of the Company whose names appear on
the register of members of the Company on Friday, 18th May, 2007.

MANAGEMENT DISCUSSION AND ANALYSIS

The management discussion and analysis is set out on pages 13 to
32.
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PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment
totalling approximately HK$25,074,000.

Details of these and other movements in property, plant and
equipment of the Group and the Company during the year are set
out in note 17 to the consolidated financial statements.

INVESTMENT PROPERTIES

During the year, the Group acquired investment properties totalling
approximately HK$259,781,000 and certain completed properties for
sale and property, plant and equipment of HK$62,841,000 and
HK$6,800,000 respectively were transferred to investment properties.
The Group revalued all of its investment properties as at the year end
date. The surplus arising on the revaluation amounted to
HK$311,706,000 and has been recognised in the consolidated income
statement.

Details of these and other movements during the year in the
investments properties of the Group are set out in note 18 to the
consolidated financial statements.

INTEREST IN PROPERTIES

Particulars of the Group's interests in properties as at 31st December,
2006 are set out on pages 33 to 41.

SHARE CAPITAL, WARRANTS AND OPTIONS

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

RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 88 and note 36 to the consolidated financial statements
respectively.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 188.
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EBEREEXREZRE BORROWINGS AND INTEREST CAPITALISED

AR —FRNEENEERTEE ZIEITE  Bank loans, overdrafts and other borrowings which are repayable

FBEINEMEREANNABBEMEA A within one year or on demand are classified as current liabilities.

A E R BERZERFBE D RIEHMNE  Repayment analysis of interest-bearing and interest-free borrowings

A RERMIFEI7R38 - REBMMUFNFE  are set out in notes 37 and 38 to the consolidated financial statements

ERWEmMEEE AN ZFE AE19,070,000 respectively. Interest capitalised by the Group during the year in respect

B FBCENGRAETBRERNMTTI0- of properties under development amounted to HK$19,070,000, details
of which are set out in note 10 to the consolidated financial
statements.

25 DIRECTORS

RAFEREEAREBH AL ZE S The Directors during the year and up to the date of this report were:
T

BITES : Executive Directors:

TR Patrick Lee Seng Wei

=58 Ng Qing Hai

5 FR Ma Sun

B=h Edwin Lo King Yau

FER Li Chi Kong

Yasushi Ichikawa Yasushi Ichikawa
(RZZEERFRA+ZBZME) (appointed on 12th May, 2006)

FHITES : Non-Executive Directors:

LI R Moses Cheng Mo Chi

5 B IR Lisa Yang Lai Sum

Yuki Oshima Yuki Oshima
(R=ZEEXFRA+=-AHZMT) (appointed on 12th May, 2006)

BYFHTES : Independent Non-Executive Directors:

B85 1 Francis J. Chang Chu Fai

RUgR Goodwin Gaw

MEL Ngai Wah Sang

R Xu Su Jing
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DIRECTORS (CONTINUED)

In accordance with Article 105(A) of the Company’s Articles of
Association, Messrs Ma Sun, Edwin Lo King Yau, Francis J. Chang
Chu Fai and Goodwin Gaw shall retire by rotation at the forthcoming
Annual General Meeting and, being eligible, offer themselves for re-
election.

In accordance with Article 96 of the Company’s Articles of Association,
Messrs. Yasushi Ichikawa and Yuki Oshima, who have been appointed
after the last Annual General Meeting and before the date of the
report, shall hold office until the forthcoming Annual General Meeting
and, being eligible, offer themselves for re-election.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

Patrick Lee Seng Wei, aged 55, was appointed an Executive Director
of the Company in June 1996 and became the Chairman of the
Board and the Acting Managing Director of the Company in February
2004 and December 2005 respectively. Mr. Lee is an architect and
worked for IBM Australia before becoming involved in property
development in Malaysia and Hong Kong for more than twenty-one
years. He has extensive experience in the property field. Mr. Lee is
also the chief executive of Allied Properties (H.K.) Limited and a non-
executive director of Sun Hung Kai & Co. Limited, both are substantial
shareholders of the Company.

Ng Qing Hai, aged 50, was appointed an Executive Director of the
Company in April 2003 and became the Managing Director of the
Company in October 2003. He was re-designated as the Deputy
Managing Director of the Company in December 2005. Mr. Ng
graduated from the Accounting Department of Shanghai Institute of
Building Materials in 1983 and became a member of the Association
of Registered Accountants of the PRC in 1994. He was admitted as
Management Consultant by Group ESSEC of France in 1988. He
became the vice chairman of China Building Materials Enterprises
Management Association in 2004 and a fellow of Asian Knowledge
Management Association in 2006. Mr. Ng has extensive experience
in managing enterprises. He is also the president and chief executive
officer of Shanghai Allied Cement Limited, a non-wholly owned
subsidiary of the Company.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (conTINUED)

Executive Directors (continued)

Ma Sun, aged 66, was appointed an Executive Director of the
Company in April 2003. Mr. Ma joined Sun Hung Kai Securities Limited
in 1984 and was then transferred to the Group in 1985. Besides
holding a Bachelor’s Degree of Electrical Engineering, he has extensive
experience in electrical engineering and over twenty-one years of
experience in China commercial business, financial investment and
property development.

Edwin Lo King Yau, aged 46, a chartered company secretary and
holder of a Master's Degree in Applied Finance from Macquarie
University, Australia, was appointed an Executive Director of the
Company in August 1999. He had served in various executive roles in
several companies in Hong Kong including company secretary for
publicly listed companies. He is currently an executive director of
Allied Group Limited, a substantial shareholder of the Company.

Li Chi Kong, aged 53, a member of the Institute of Chartered
Accountants of Scotland and a fellow of the Hong Kong Institute of
Certified Public Accountants, was appointed an Executive Director of
the Company in February 2004. He has broad experience in the finance
and accounting field, having worked in two major audit firms and as
group financial controller for several sizeable listed companies in Hong
Kong. He is also an executive director of Allied Properties (H.K.)
Limited, a substantial shareholder of the Company, and Shanghai
Allied Cement Limited, an indirect non-wholly owned subsidiary of
the Company, and the group financial controller of Allied Group
Limited, another substantial shareholder of the Company.

Yasushi Ichikawa, aged 55, was appointed an Executive Director of
the Company in May 2006. He was the managing director overseeing
the subsidiaries in the Greater China Region and the development of
new business at the International Business Department of ORIX
Corporation. He has over twenty-five years of experience in structuring
and marketing of structured asset finance. Mr. Ichikawa graduated
from Osaka City University in Japan with a Bachelor’'s Degree in
Commerce.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (conTINUED)

Non-Executive Directors

Moses Cheng Mo Chi, aged 57, was appointed an Independent
Non-Executive Director of the Company in May 1997 and was
re-designated as Non-Executive Director of the Company in September
2004. Mr. Cheng is the senior partner of P. C. Woo & Co., a firm of
solicitors and notaries in Hong Kong and one of the legal advisors of
the Company. Mr. Cheng was a member of the Legislative Council of
Hong Kong between 1991 and 1995. He is the Founder Chairman of
the Hong Kong Institute of Directors of which he is now the Honorary
President and Chairman Emeritus. He also serves on the boards of
various listed companies as an independent non-executive director.

Lisa Yang Lai Sum, aged 40, was appointed an Independent Non-
Executive Director of the Company in November 1999 and was
re-designated as Non-Executive Director of the Company in September
2004. She is a practising solicitor in Hong Kong and is a consultant
of Maurice Lee, Tsang, Ng-Quinn & Tang. Ms. Yang graduated from
the University of Sydney with a Bachelor's Degree in Law and
Economics and is also qualified as a solicitor in Australia and England.

Yuki Oshima, aged 59, was appointed a Non-Executive Director of
the Company in May 2006. He is a member of the Association of
Economics in Waseda, Japan and is currently the executive officer of
ORIX Corporation. He also serves on the boards of various overseas
listed companies namely ORIX Investment Bank Pakistan Limited, ORIX
Leasing Pakistan Limited and Lanka ORIX Leasing Company Limited.
He has over thirty-six years of experience in leasing and finance. Mr.
Oshima graduated from Waseda University in Japan with a Bachelor’s
Degree in Commerce.

KR EEERBRAE Tian An China Investments Company Limited



EERSREBEABEZBAESR

(%)
BYFBTES
BEE T +-_m R_TTHFLAEZ

ERARBZBUIFATES - FEBR/E
EXREZEBRBERAALERSHAR AR
ZHTESE  URERIMAERAFRGSE
ZRARRBZBILIFATES - WRLER
RIREEFIPEGROIERZIRERR - B
—EETF  BERLEETCELREARAT
CEFRHEE  REABR_THERT B
EME RENOEREEZ&R  BWEERN
—NERFERENE RN B LR #8 D
REEHBEL 2N - WR -ttt FEX
RNEAZHBEBORAE  METHEERR
T8 -

REE —T)\F O R_ZTNFNLAEZ
EARRRBZEIFERITES - REKAE
HEEBEEERARZEERF © W AGlobal
Gateway, L.P. (FR & 4 % B K& Morgan Stanley
Real Estate Fundsfifi 2 B EEA & A A
ZEBRITRBHZUREEERN CHEES
BB RNAE)ZEF o %I A Downtown
Properties HoldingsZ #8%k - REEEENE
HESALEEARE MBLRIEELE
fi + H 1% HU43 Wharton Business School 81
BURENRBABEEEERSBFIEN -

REE W+ \m R-STZMFAAEZ
ERARBZBUIFATES - FEBR/L
M REZEBRERABZITHER - RERK
B git MBEEAMEERBERER
BT EBEEEERR  LTEREEMEIN
ZEBRSFMERA R EMAF - BEL
MSRERBAAZZEELTEM - FHRR
MNEFEFMAGEREERTBGHEA

LRI L 2
eERLE -

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (conTINUED)

Independent Non-Executive Directors

Francis J. Chang Chu Fai, aged 52, was appointed an Independent
Non-Executive Director of the Company in September 2004. He is
currently an executive director of Golden 21 Investment Holdings
Limited and Trasy Gold Ex Limited; and an independent non-executive
director of Quality HealthCare Asia Limited and Chitaly Holdings
Limited. Mr. Chang is a registered person under the Securities and
Futures Ordinance and since 2000 has been the managing director of
Ceres Capital Limited. He has over twenty-nine years of experience in
banking, corporate finance, investment and management. Mr. Chang
holds a Bachelor’'s Degree in Commerce from Concordia University in
Montreal, Canada since 1976 and a Master’s Degree in Business
Administration from York University in Toronto, Canada since 1977.

Goodwin Gaw, aged 38, was appointed an Independent Non-
Executive Director of the Company in September 2004. He is currently
the vice chairman of Pioneer Global Group Limited, and the chairman
and chief executive officer of Global Gateway, L.P., a telecom
infrastructure joint venture between Pioneer Group and Morgan
Stanley Real Estate Funds, and the chairman of Gateway Capital, a
real estate fund management company. He is also the president of
Downtown Properties Holdings. Mr. Gaw graduated with a Bachelor
of Science Degree in Civil Engineering from the University of
Pennsylvania, a Finance Degree from Wharton Business School and a
Master of Science Degree in Construction Management from Stanford
University.

Ngai Wah Sang, aged 48, was appointed an Independent Non-
Executive Director of the Company in September 2004. He is currently
the chief executive officer of Earnest Investments Holdings Limited.
He has broad experience in auditing, accounting, financial
management and dealing with business development and investments
and previously worked for international accounting firms and listed
companies in Hong Kong and overseas. Mr. Ngai holds a Bachelor’s
Degree in Science from the University of London in United Kingdom.
He is a fellow of The Institute of Chartered Accountants in Australia
and also a fellow of the Hong Kong Institute of Certified Public
Accountants in Hong Kong.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (conTINUED)

Independent Non-Executive Directors (continued)

Xu Su Jing, aged 62, was appointed an Independent Non-Executive
Director of the Company in September 2004. He was the director of
the Department of Enterprise Reform of Sinopec Group Company
and has retired since June 2005. He has extensive experience in the
macro-management of petrochemical enterprises. Mr. Xu graduated
from the Beijing Research Institute of Labor Safety in 1983 majoring
in safety technology engineering and holds a Master of Engineering
and the title of a senior economist of professor level.

Senior Management

Song Zhu Feng, aged 46, is the General Manager of the Contracts
Department of the Group. He joined the Group in December 2003.
Mr. Song graduated from The Civil Engineering Department of Tsing
Hua University in Beijing with a Bachelor’s Degree of Engineering. He
has over twenty years of experience in the fields of engineering and
property development.

Sunny Tao Tsan Sang, aged 42, is the Qualified Accountant of the
Company and Financial Controller of the Group. He joined the Group
in May 1994. Mr. Tao is an associate of the Hong Kong Institute of
Certified Public Accountants and The Chartered Institute of
Management Accountants and holds a Master’s Degree of Business
Administration. Mr. Tao has over ten years of experience in financial
management and China business field.

Xia Qian, aged 44, is the General Manager of the Northern China
Region. He joined the Group in November 1991. Mr. Xia holds an
Executive Master’s Degree of Business Administration. He has over
sixteen years of experience in property development and investment
in China.

Cindy Yung Yee Mei, aged 41, was appointed the Company
Secretary of the Company in March 2004. She is an associate of The
Hong Kong Institute of Company Secretaries and The Institute of
Chartered Secretaries and Administrators. Ms. Yung is also the
company secretary of Shanghai Allied Cement Limited.
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DIRECTORS’ INTERESTS

Save as disclosed below, as at 31st December, 2006, none of the
Directors or chief executives of the Company has any interests or
short positions in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO")) as
recorded in the register required to be kept under section 352 of the
SFO; or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers:

(a) &4 (a) The Company
HEe 1T
BEAZBEDL
Es=pE EENE BERGZHAE Percentage to the
Name of Director Nature of interests Number of shares held issued share capital
5 A 52,125 0.005%
Ma Sun Personal (Ki7E)
(Note)

Mt ZREEEEREENERBEEATOHN
A -

(b) B EE — LB E KIER®D
BRAF ([ EHBAKIRE])

Note:  The interests are held by Mr. Ma Sun as beneficial owner.

(b) Associated Corporation - Shanghai Allied
Cement Limited ("SAC")

FEROR HEe#T

HERDZHBE BRAZBEDL

EEHE EEMEE Number of shares and Percentage to the

Name of Director Nature of interests underlying shares held issued share capital

55 H (EPN 100,000 0.01%
Ma Sun Personal (K &t)
(Note)

Wi BEREEFERER
w=EBROERS -

SHEB APTR R 2

1%7(_24.15%}%%)% Iﬁﬁ/ﬁ:méﬁﬁzo

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

All the interests stated above represent long positions. As at 31st

December, 2006, no short positions were recorded in the register
required to be kept under section 352 of the SFO.

Tian An China Investments Company Limited XZ B & & H R 2 7

67




68

EEE®RE

Directors’ Report

BRE

(a)

AAH

AARIBREAE ZERNCHNESE
AN FE3S o

RBE-_TTERF+-_A=1T—HLLF
EA - TEREARAZERESER
HEMBERE R-_FETRF+_HA=
T—ARZEERF+_A=F+—AMF
BT BBREDARITE -

SHARE OPTIONS

(a)

The Company

Particulars of the Share Options Scheme of the Company are set
out in note 35 to the consolidated financial statements.

No share option was granted under the Share Option Scheme of
the Company during the year ended 31st December, 2006, nor
was there any share option outstanding as at 31st December,
2005 and 31st December, 2006.

(b) LBAR (b) SAC
B EEOKREBARERE ([ EBKEET Particulars of the share option scheme of SAC (the “SAC
gl]) 2ERBEREEYHRERWMF Scheme”) are set out in note 35 to the consolidated financial
35 statements.
B FEICERTEIRE MR T RNF Details of the shares options granted under the SAC Scheme
TZA=T—BRKRITEZBRETE and the outstanding options as at 31st December, 2006 are as
Hymr follows:
BREHE
Number of share options
R-BEAE
RZBERE tZB=1-H
-F-A HAGE
SRTKE BATE  REARE  REAXR REAREH Outstanding as at
R¥EH (il Exercise price Outstanding as at Granted during  Lapsed during Cancelled during ~ 31st December,
Date of Grant Exercisable Period per share 1t January, 2006 the year the year the year 2006
oo
HKS
KAREE
Directors of the Company
EEA -5%= Z2EME-AZTNBE 0.70 4,000,000 - - 4,000,000 -
Ng Qing Hai tAZt/NR ZE-CZELACTHR
28th July, 2003 28th January, 2004 to
27th July, 2013
50 Z%%=E ZEEME-AZTN\RE 0.70 600,000 - - 600,000 -
Li Chi Kong tAzt/N\B ZE-CECACTHR
28th July, 2003 28th January, 2004 to
27th July, 2013
LBKRER  -FF= ZEENE-AZTN\RE 0.70 16,500,000 - 1,600,000 13,400,000 1,500,000
Employees tAZ+N\A ZE-CECACTR
of SAC 28th July, 2003 28th January, 2004 to
27th July, 2013
ait
Total 21,100,000 — 1600000 18,000,000 1,500,000
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SHARE OPTIONS (CONTINUED)

(b) SAC (continued)

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

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

During the year ended 31st December, 2006, the board of SAC
noted that shares of SAC were traded on the market at a discount
to the fixed exercise price and no option granted under the SAC
Scheme had ever been exercised. The board of SAC made an
offer in October 2006 to the then existing option holders to
purchase a total of 32 options (with the right to subscribe for a
total of 19,500,000 option shares at a fixed exercise price of
HK$0.70 per option share) at a consolidation of HK$100.00 per
option. As a result, SAC purchased a total of 31 options from
the then existing option holders and subsequently cancelled a
total of 18,000,000 option shares on 29th November, 2006.

Save as disclosed above, no share options for subscription of
shares in SAC were granted, exercised, lapsed or cancelled during
the year ended 31st December, 2006.

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

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

At no time during the year was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors or their spouses
or children under the age of 18 to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other
body corporate with the exception of granting of share options to
subscribe for shares in the Company and SAC under their respective
share option schemes.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

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

DIRECTORS’ SERVICE CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group’s five
largest customers and the aggregate purchases attributable to the
Group's five largest suppliers were approximately 21% and 36% of
the Group's sales and purchases respectively.

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

Set out below are the interests or short positions of persons in the
shares or underlying shares of the Company as at 31st December,
2006 as recorded in the register required to be kept under section
336 of the SFO:

BEERGZEE
Number of shares held
PN EEER BB
(LE#= (BH 27 HinfE & EEBEERT
BEAESR) BB zER) (& BAZEDLH
Personal Corporate  EEAKA) Percentage of
Interests Interests Other Interests total interests
(held as (interest of (held as RSB to the
BREREB beneficial controlled investment Total relevant issued
Name of Shareholders owner) corporation) manager) Interests share capital
FEEARAR ([FBE]) 447,045,603 - — 447,045,603 39.58%
Sun Hung Kai & Co. Limited ("SHK")
BAEWE (B8 ERAR ([BEE]) - 447,045,603 - 447,045,603 39.58%
Allied Properties (H.K.) Limited (*APL") (K1) (Kt aE2)
(Note 1) (Note 2)
BEEEERAA([BEEE]) - 447,045,603 — 447,045,603 39.58%
Allied Group Limited (“AGL") (Kt &3) (Ke2)
(Note 3) (Note 2)
Lee and Lee Trust (“LL Trust”) - 447,045,603 - 447,045,603 39.58%
(B 5t4) (Hzt2)
(Note 4) (Note 2)
Penta Investment Advisers - - 192,124,000 192,124,000 17.01%
Limited (“Penta”)
John Zwaanstra — 192,124,000 — 192,124,000 17.01%
(Bt7%5) (Kf7Fe6)
(Note 5) (Note 6)
ORIX Corporation 87,500,000 — - 87,500,000 7.75%
Mercury Real Estate Advisors, - - 56,480,000 56,480,000 5.00%
LLC ("Mercury”)
David R. Jarvis — 56,480,000 — 56,480,000 5.00%
(Bt7E7) (Kt 7%8)
(Note 7) (Note 8)
Malcolm F. MacLean - 56,480,000 - 56,480,000 5.00%
(Bt 7#9) (K 7£8)
(Note 9) (Note 8)
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS (CONTINUED)

Notes:

1. Through AP Jade Limited and AP Emerald Limited, direct and indirect
wholly owned subsidiaries of APL respectively, APL owned approximately
65.18% interest in the issued share capital of SHK and was therefore
deemed to have an interest in the shares in which SHK was interested.

2. The figure refers to the same interest of SHK in 447,045,603 shares.

3. AGL owned approximately 74.93% interest in the issued share capital of
APL and was therefore deemed to have an interest in the shares in
which APL was interested.

4. 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 41.25% interest in the issued share capital of AGL and
were therefore deemed to have an interest in the shares in which AGL
was interested.

5. Mr. John Zwaanstra was deemed to be interested in the shares through
his 100% interest in Penta.

6.  The figure refers to the same interest of Penta in 192,124,000 shares.

7. Mr. David R. Jarvis was deemed to be interested in the shares through
his 57.50% interest in Mercury.

8.  The figure refers to the same interest of Mercury in 56,480,000 shares.

9.  Mr. Malcolm F. MacLean deemed to be interested in the shares through
his 42.50% interest in Mercury.

All the interests stated above represent long positions. As at 31st
December, 2006, no short positions were recorded in the register
required to be kept under section 336 of the SFO.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

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

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

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

3. Mr. Edwin Lo King Yau is a director of Allied Group Limited
which, through certain of its subsidiaries, is partly engaged in
the business of money lending. Both Messrs. Edwin Lo King Yau
and Li Chi Kong are directors of AG Capital Limited, a subsidiary
of Allied Group Limited, which is partly engaged in the business
of money lending. Also, Mr. Edwin Lo King Yau was a director
of The Building and Loan Agency (Asia) Limited, being a subsidiary
of Sun Hung Kai & Co. Limited, which is partly engaged in the
business of money lending, and he resigned on 28th September,
2006.

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

A leasing agreement was entered into between Shanghai Allied
Cement Co., Ltd. (“Shanghai SAC"”), a non-wholly owned
subsidiary of the Company, and Shanghai Cement Factory
("SCF"), a substantial shareholder of Shanghai SAC, on 16th
December, 1995, pursuant to which certain equipments and
facilities were leased from SCF for the use of Shanghai SAC (the
“Transaction”). The aggregate amount of the Transaction for
the year ended 31st December, 2006 amounted to
HK$5,769,000. The Transaction constituted a continuing
connected transaction of the Company.

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

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

(i) conducted on normal commercial terms;

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

(iv) the aggregate annual amount of the Transaction in 2006
was within the relevant maximum amount as agreed by the
Stock Exchange.
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CONNECTED TRANSACTIONS (CONTINUED)

2.

As disclosed in the press announcement of the Company dated
2nd March, 2005, Join View Development Limited (“Join View"),
an indirect wholly owned subsidiary of the Company, entered
into a loan agreement (the “Loan Agreement”) with Ranbridge
Finance Limited (“Ranbridge”) and the Company on 2nd March,
2005, pursuant to which Ranbridge agreed to make available to
Join View a revolving credit facility up to HK$100,000,000 (the
“Loan Facility”) for its general working capital and the Company
agreed to guarantee the repayment of the loan under the Loan
Facility. Ranbridge is a direct wholly owned subsidiary of Sun
Hung Kai & Co. Limited (“SHK"), a substantial shareholder (as
defined in the Listing Rules) of the Company, and therefore, a
connected person of the Company. Accordingly, the transaction
under the Loan Agreement constituted a continuing connected
transaction for the Company under the Listing Rules and was
subject to the reporting, announcement and independent
shareholders’ approval requirements under the Listing Rules.
Since the consideration ratio (as defined in the Listing Rules) for
such transaction was more than 5% but less than 25%, it also
constituted a discloseable transaction for the Company under
the Listing Rules. The ordinary resolution approving the Loan
Agreement was passed by the independent shareholders of the
Company by poll at the extraordinary general meeting held on
20th April, 2005.

Subsequently, as disclosed in another press announcement of
the Company dated 8th November, 2005, Join View entered
into a supplemental loan agreement (the “Supplemental Loan
Agreement”) with Ranbridge and the Company, Sky Full
Enterprises Limited (”“Sky Full”), an indirect wholly owned
subsidiary of the Company, and Tian An Real Estate Agency
(China) Limited (“Tian An Real Estate Agency”), another indirect
wholly owned subsidiary of the Company, on 7th November,
2005, pursuant to which Ranbridge agreed with Join View to
increase the Loan Facility under the Loan Agreement from
HK$100,000,000 to HK$280,000,000 (the “Supplemental Loan
Facility”) for its general working capital and the Company,
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CONNECTED TRANSACTIONS (CONTINUED)

Sky Full and Tian An Real Estate Agency agreed to jointly and
severally guarantee the repayment of the loan under the
Supplemental Loan Facility. In addition, as security for all moneys
payable by Join View under the Loan Agreement as supplemented
by the Supplemental Loan Agreement, Tian An China Hotel and
Property Investments Company Limited, a wholly owned subsidiary
of the Company, and Oxwell Holdings Limited, an indirect wholly
owned subsidiary of the Company, agreed to create a mortgage
in favour of Ranbridge over their entire shareholding in Sky Full
(the "Sky Full Share Mortgage”) whereas Tian An Real Estate
(Dalian) Company Limited, another indirect wholly owned
subsidiary of the Company, agreed to create another mortgage
in favour of Ranbridge over its entire shareholding in Tian An
Real Estate Agency (the “Tian An Share Mortgage”). Accordingly,
the transactions under the Supplemental Loan Agreement, the
Sky Full Share Mortgage and the Tian An Share Mortgage
constituted non-exempt continuing connected transactions for
the Company under the Listing Rules and were subject to the
reporting, announcement and independent shareholders’ approval
requirements under the Listing Rules. Since the consideration
ratio (as defined in the Listing Rules) for such transactions was
more than 5% but less than 25%, they also constituted
discloseable transactions for the Company under the Listing Rules.
The ordinary resolution approving the Supplemental Loan
Agreement, the Sky Full Share Mortgage and the Tian An Share
Mortgage was passed by the independent shareholders of the
Company by poll at the extraordinary general meeting held on
6th December, 2005. The maximum amount of the Supplemental
Loan Facility utilised for the year ended 31st December, 2006
amounted to HK$245,000,000 and was repaid in 2006. No
outstanding balance was recorded as at 31st December, 2006.
The Sky Full Mortgage was released on 6th November, 2006.
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CONNECTED TRANSACTIONS (CONTINUED)

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

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

(i)  conducted on normal commercial terms;

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

(iv) the aggregate annual amount of the Supplemental Loan
Facility in 2006 was within the relevant maximum amount
as agreed by the Stock Exchange.

As disclosed in the press announcement of the Company dated
16th December, 2005, the Company entered into a sharing of
administrative services and management services agreement (the
“Services Agreement”) with Allied Group Limited (“AGL") on
15th December, 2005, pursuant to which the Company agreed
to reimburse AGL the costs incurred in respect of the
administrative services, which included the secretarial services,
provision of registered office address, utilities, courier and
delivery, telephone (including international telephone), internet,
photocopying and other ancillary office services provided by AGL
to the Group (the “Administrative Services”) and management
services, which included the management, strategic and business
advice provided by the senior management of AGL to the Group
(the “Management Services”). Since AGL is a substantial
shareholder (as defined in the Listing Rules) of the Company
through its interests in its subsidiaries, Allied Properties (H.K.)
Limited and SHK, AGL is a connected person of the Company.
Accordingly, the entering into of the Services Agreement and
the transactions regarding the sharing of the Management
Services contemplated thereunder constituted continuing
connected transactions of the Company under Rule 14A.14 of
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CONNECTED TRANSACTIONS (CONTINUED)

the Listing Rules, which are subject to the reporting and
announcement requirements but are exempt from the
independent shareholders’ approval requirements under the
Listing Rules. The transactions regarding the sharing of the
Administrative Services between the Company and AGL
contemplated under the Services Agreement are exempt from
the reporting, announcement and independent shareholders’
approval requirements under Rules 14A.31(8) and 14A.33(2) of
the Listing Rules. The aggregate amount of the Management
Services for the year ended 31st December, 2006 amounted to
HK$3,400,000.

The Independent Non-Executive Directors have reviewed the
transactions regarding the sharing of the Management Services
and confirmed that the transactions were:

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

(i)  conducted on normal commercial terms;

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

(iv) the aggregate annual amount of the Management Services
in 2006 was within the relevant maximum amount as agreed
by the Stock Exchange.
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PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s securities during the year.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
“Corporate Governance Report” on pages 42 to 58.

PUBLIC FLOAT

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

AUDITORS

The consolidated financial statements for the year ended 31st
December, 2006 were audited by Messrs. Deloitte Touche Tohmatsu.
A resolution to re-appoint Messrs. Deloitte Touche Tohmatsu as
Auditors of the Company will be proposed at the forthcoming Annual
General Meeting.

On behalf of the Board
Patrick Lee Seng Wei
Chairman

Hong Kong, 30th March, 2007
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