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The directors are pleased to present their annual report together with the

audited financial statements for the year ended 31st December, 2002.

Principal Activities
The Company is an investment holding company. The principal activities of
the Company’s principal subsidiaries, associates and jointly controlled entities

are respectively shown in notes 39, 40 and 41 to the financial statements.

The Group’s turnover for the year was derived mainly from activities carried
out in the PRC. The breakdown by principal activities of the Group’s turnover
and contribution to profit before taxation for the year ended 31st December,

2002 is set out in note 4 to the financial statements.

Subsidiaries, Associates and Jointly Controlled Entities
Details of the Company’s principal subsidiaries, associates and jointly
controlled entities as at 31st December, 2002 are respectively set out in

notes 39, 40 and 41 to the financial statements.

Results and Appropriations
The results of the Group for the year ended 31st December, 2002 are set out

in the consolidated income statement on page 61.

The directors do not recommend the payment of a dividend and recommend

the profit for the year be retained.

Management Discussion and Analysis

The management discussion and analysis is set out on pages 10 to 23.
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DIRECTORS’ REPORT (continued)

Property, Plant and Equipment
During the year,

(a) The Group consolidated the property, plant and equipment of
HK$215,289,000 of Shanghai Allied Cement Co., Ltd, formerly a jointly
controlled entity of the Group, since it became a subsidiary of the
Company as a result of the approval of the amendments to its joint
venture contract and joint venture articles by the relevant government
authority on 14th March, 2002.

(b) The Group acquired property, plant and equipment totalling
approximately HK$10,349,000.

Details of these and other movements in property, plant and equipment of

the Group during the year are set out in note 13 to the financial statements.

Investment Properties

During the year, certain completed properties for sale of HK$146,122,000
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$24,482,000 in which revaluation surplus
attributable to the Group of HK$17,515,000 has been credited to the

investment property revaluation reserve.

Details of these and other movements during the year in the investment

properties of the Group are set out in note 14 to the financial statements.

Interests in Properties

Particulars of the Group’s interests in properties are set out on pages 24 to
34.

Share Capital, Options and Warrants
Movements in share capital, options and warrants are set out in note 25 to

the financial statements.
Reserves

Movements in the reserves of the Group and the Company during the year

are set out in note 26 to the financial statements.
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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 157.

Borrowings and Interest Capitalised

Bank loans, overdrafts and other borrowings which are repayable within one
year or on demand are classified as current liabilities. Repayment analyses
of interest-bearing and interest-free borrowings are respectively set out in
notes 27 and 28 to the financial statements. Interest capitalised by the Group
during the year in respect of properties under development amounted to
HK$58,581,000, details of which are set out in note 8 to the financial

statements.

Directors
The directors of the Company during the year and up to the date of this

report were:

Executive Directors:
David Hui Yip Wing
Patrick Lee Seng Wei
Edwin Lo King Yau
Zhu Xiduo
(retired on 31st May, 2002)

Non-Executive Directors:
Moses Cheng Mo Chi
Lisa Yang Lai Sum
Wu Gan
(resigned on 5th March, 2003)
Zhang Dong
(resigned on 5th March, 2003)

Both the executive directors and non-executive directors shall hold office
until they become due to retire by rotation at each annual general meeting in

accordance with Article 103 of the Company’s Articles of Association.
In accordance with the above Article, Mr. David Hui Yip Wing and Mr.

Patrick Lee Seng Wei shall retire by rotation at the forthcoming Annual

General Meeting and, being eligible, offer themselves for re-election.
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DIRECTORS’ REPORT (continued)

Biographical Details of Directors and Senior Management

Executive Directors

David Hui Yip Wing, aged 53, was appointed the Managing Director of the
Company in December 1996. Before joining the Company, Mr. Hui was, for
seven years, a director of a listed textile group, where he had overall
responsibilities for its operations, with special emphasis on strategic planning,
financial control and the re-engineering and implementation of the concept
of total quality management. Prior to joining the industrial sector in 1989,
Mr. Hui was the Managing Director of a financial institution and has over
10 years of experience in banking. He is the Deputy Chairman and Chief
Executive Officer of Sun Hung Kai & Co. Limited, a substantial shareholder
of the Company, and the Chairman of Shanghai Allied Cement Limited.

Patrick Lee Seng Wei, aged 51, became an Executive Director of the
Company in June 1996. Mr. Lee is an architect and worked for IBM Australia
before becoming involved in property development in Malaysia and Hong
Kong for more than twenty years. He has extensive experience in the property
field. He is a director of Sun Hung Kai & Co. Limited and Allied Properties
(H.K.) Limited, substantial shareholders of the Company.

Edwin Lo King Yau, aged 42, a chartered company secretary and holder of
a Master’s Degree in Applied Finance from Macquarie University, Australia,
was appointed Executive Director of the Company in August 1999. He has
served in various executive roles in several companies in Hong Kong
including company secretary for publicly listed companies. He is currently a

director of Allied Group Limited.

Independent Non-Executive Directors

Moses Cheng Mo Chi, aged 53, was appointed an Independent Non-
Executive Director of the Company in May 1997. Mr. Cheng is a Senior
Partner of P.C. Woo & Co., a firm of solicitors and notaries in Hong Kong.
Mr. Cheng was a member of the Legislative Council of Hong Kong between
1991 and 1995. He is currently the Chairman of the Hong Kong Institute of
Directors and the Committee on the Promotion of Civic Education. He also
serves on the boards of various listed companies as an independent non-

executive director.
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Biographical Details of Directors and Senior Management
(continued)

Independent Non-Executive Directors (continued)

Lisa Yang Lai Sum, aged 36, was appointed an Independent Non-Executive
Director of the Company in November 1999. She is a practising solicitor in
Hong Kong and is a partner of Maurice Lee, Tsang, Ng-Quinn & Tang. She
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.

Senior Management

Cai Jian Chu, aged 47, joined the Group in March 1991. He is a Deputy
General Manager of the Eastern China Region. Mr. Cai graduated from
China’s Southeast University with a Bachelor’s Degree in Engineering and
was certificated Senior Engineer of Construction Management by China
government. Mr. Cai is also a senior member of the China Institute of Civil
Engineering. He has 20 years experience in architecture, town planning,

property development in China.

Chau Ching Yau, aged 44, the General Manager of the Eastern China
Region, joined the Group in June 1997. Mr. Chau has over ten years of

experience in property development and investment in China.

Chen Chun Xiang, aged 57, joined the Group in November 1996. He is a
Deputy General Manager of the Eastern China Region. Graduating from the
Electric Engineering Department of Shanghai Jiao Tong University, Mr.
Chen is a Registered Real Estate Appraiser and a Registered Cost Engineer.
He has more than 30 years of experience in the fields of engineering,

construction and property development.

Choi Chor Chu, aged 40, joined the Group in January 1997. She is a
Deputy General Manager of the Group responsible for the Group’s human
resources, administration and public relations affairs. Ms. Choi holds a
Bachelor’s Degree in Business Administration from The Chinese University
of Hong Kong and Master’s Degree in Chinese and Comparative Law from

The City University of Hong Kong.
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DIRECTORS’ REPORT (continued)

Biographical Details of Directors and Senior Management
(continued)

Senior Management (continued)

Ko Sing Ming, aged 35, joined the Group in March 1998. He is the Deputy
General Manager and Company Secretary of the Group responsible for legal
and secretarial affairs, IT affairs, system re-engineering and the
implementation of total quality management. Mr. Ko holds a Bachelor’s
Degree in Quantitative Analysis for Business and a Postgraduate Diploma in
Corporate Administration, and is a fellow member of The Association of
Chartered Certified Accountants. He has over 10 years of experience in
accounting and managing PRC investments. He is also a director of Shanghai
Allied Cement Limited.

Eric Ku Wing Hung, aged 44, is the Senior Contracts Manager of the
Group. He joined the Group in May 1994. Mr. Ku is an associate member of
The Royal Institution of Chartered Surveyors. Mr. Ku has over 10 years

experience in contract management and cost control in construction field.

Ma Sun, aged 62, is the General Manager of the Group and the Southern
China Region. 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 in Electrical Engineering, he has extensive experience in electrical
engineering and over 20 years of experience in China commercial business,
financial investment and property development. Mr. Ma is also the Chairman
and General Manager of Tian An (Shenzhen) Enterprise Development Ltd.,

a wholly-owned subsidiary of the Company.
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Biographical Details of Directors and Senior Management
(continued)

Senior Management (continued)

Alan Sia Meow Leng, aged 36, is a Deputy General Manager and Financial
Controller of the Eastern China Region. He joined the Group in 1997. Mr.
Sia is a fellow member of The Association of Chartered Certified Accountants
and Malaysian Institute of Accountants. Mr. Sia has over 10 years of

experience in financial management and commercial business.

Sunny Tao Tsan Sang, aged 38, is the Financial Controller of the Group.
He joined the Group in May 1994. Mr. Tao is an associate member of The
Hong Kong Society of Accountants and The Chartered Institute of
Management Accountants and holds a Master’s Degree of Business
Administration. Mr. Tao has over 10 years of experience in financial

management and China business field.

Yang Jie, aged 37, is a Deputy General Manager of the Eastern China
Region. He joined the Group in August 1992. Mr. Yang graduated from the
Department of Construction Management of Tongji University and
Department of Computer of Nangjing University and has two bachelor’s
degrees. He has over ten years of experience in property development and

investment in China.

Michael Yeung Leung Yin, aged 45, is the General Manager of the Property
& Hotel Management Department of the Group. Mr. Yeung joined the Group
in 1998. Besides managing the Group’s properties and hotels, he is also
responsible for running the Group’s subsidiary — Cornell Property Services
Co., Ltd. Mr. Yeung holds a Bachelor’s Degree of Business Administration
in Hotel Management and has over 10 years of China experience in managing

deluxe hotels and first class commercial real estate.
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DIRECTORS’ REPORT (continued)

Biographical Details of Directors and Senior Management
(continued)

Senior Management (continued)

James York Tseng Yuan, aged 62, is the General Manager of the Northern
China Region. He joined the Group in August 1997. Mr. York graduated
from Shanghai Tongji University in 1964 with a Bachelor’s Degree of Civil
and Mechanical Engineering. He has more than 30 years of experience in
building service fields and is well established in mainland China property

circles.

Raymond Yu Yiu Fai, aged 51, is the Deputy General Manager of the
Northern China Region. He joined the Group in 1997. Mr. Yu graduated
from Purdue University USA with both Bachelor’s and Master’s Degrees in
Civil Engineering. He is currently a member of the Hong Kong Institute of
Engineers, a chartered structural engineer, a registered professional engineer
(structural) in Hong Kong and a registered professional civil engineer in the
United States. Mr. Yu has over 20 years of experience in engineering,

construction and property development.

Directors’ Interests in Securities

As at 31st December, 2002, none of the Directors or their associates had
interests in the equity or debt securities of the Company or any of its
associated corporations according to the register required to be kept under
Section 29 of the Securities (Disclosure of Interests) Ordinance (the “SDI

Ordinance”).
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BB R Share Options
(a) &7 (a) The Company
2% ) g RE S ) 1 R O B Particulars of the Company’s share option scheme are set out in note
Bk 5 RS o 25 to the financial statements.
T 3R R A T W TRORE iR AR A 2 The following table shows details of the Company’s share options during
FE the year of 2002:
BREZE
Number of Share Options
R-ZBEZF RE R-ZBEZF R
—-A-8H &% +t=ZA=+-H TEE
As at Lapsed As at Exercise T HEifE
REBH 1st January, during  31st December, Price  Exercisable
Date of Grant 2002 the Year 2002 per Share  Period
Vg
HK$
EZ
Directors
FES “ERFE=ZA—H 20,000,000 20,000,000 0 051 Z“ZEXZFHEAA-HZE
David Hui Yip Wing Ist March, 2000 SEFZCFEAAZT—H
1st September, 2000
to 31st August, 2002
e “EERE=]—H 6,000,000 6,000,000 0 051 —“EEEEAA-HEZE
Patrick Lee Seng Wei ~ Ist March, 2000 ZEETHENAZT—H
1st September, 2000
to 31st August, 2002
FRth “ZZFHE=A—H 14,000,000 14,000,000 0 051 Z“ZXEEAA-HZE
Edwin Lo King Yau Ist March, 2000 CERFZENA=ZL—H
Ist September, 2000
to 31st August, 2002
&8 “ZEERE=]—H 21,000,000 21,000,000 0 051 —“EEEEAA-HEZE
Employees Ist March, 2000 “EFEZ-EANH=Z+—H
Ist September, 2000
to 31st August, 2002
it 61,000,000 61,000,000 0
Total
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DIRECTORS’ REPORT (continued)

Share Options (continued)

(a) The Company (continued)
A maximum of 50% of the options may be exercised during the first to
sixth month of the 2-year exercisable period (commencing on the expiry
of six months after the date of grant) and the remaining 50% are
exercisable during the thirteenth to twenty-fourth month of the 2-year
period. If no option or less than 50% of the options are exercised
during the first to sixth month, these unexercised options can be carried

forward to the thirteenth to twenty-fourth month.

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.

(b) Subsidiary — Shanghai Allied Cement Limited (“SAC”)

Particulars of the share option scheme of SAC are set out in note 25 to

the financial statements.

No options were granted nor exercised during the year of 2002.

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 of the Company or their
spouse 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 the share options to subscribe for shares in

the Company granted to certain directors under the share options scheme.

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, or former directors, of the Company
had a material interest, whether directly or indirectly, subsisted at the end of

the year or at any time during the year.

49



ESEHREE @)

DIRECTORS’ REPORT (continued)

EERRBEN

AF N 37 28 R T 57 BOAF A AT B AR 2 m) BUHAT
e B J 2 ] 2 AT AT 2 5 A 0 AT o) R
R 2 B AT L G

Slf7 48 458 7 BIIE 44 BH 2 BERCE AR R\ B R
8 AT J P AT 2 B ) m] O
AF: fo] Y Ja 2 ) TR T — O A AR
& GEERERIN) HRER —F Rk 2
il s 5 4 o

TEEFRHER

A A JEE - A B B de K LA 22 8 B AR
T A AR ) g K T L RE B 2 R A AR
2% B D A S 1 R AR PR B AR
2Z.30% °

PR G TR F A AR A AT IR S % LA
ERA S A S 2 BN AR T
e TSI 4 A A 4 T Y A e R AR HE T
% 5 A AL AT B 4 M 4T

FTERRER
ATETE+F A=+ —H BB
HE 2 06 191 565 16 1) I B3 2 T A7 i 2 % i i
BT Fr A AN 7 B BT AR 10%8% 2L E
M2 NHnF:

=%

Name

Tian An China Investments Company Limited Annual Report 2002

Management and Service Contracts
No contract of significance concerning the management and administration
of the whole or any substantial part of any business of the Company or any

of its subsidiaries was entered into or existed during the year.

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

compensation).

Major Customers and Suppliers

During the year, both the aggregate sales attributable to the Group’s five
largest customers and the aggregate purchases attributable to the Group’s
five largest suppliers were less than 30% of the Group’s sales and purchases

respectively.

None of the directors of the Company, their associates or any shareholders,
which to the knowledge of the directors of the Company 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.

Substantial Shareholders
As at 31st December, 2002, those parties having an interest in 10% or more
of the issued share capital of the Company as recorded in the register required

to be kept under Section 16(1) of the SDI Ordinance were as follows:

[igvig gE| M &

Number of Shares Notes

WA BRA ] (TR EE )
Sun Hung Kai & Co. Limited (“SHK”)

AP Emerald Limited (“APE”)

AP Jade Limited (“APJ”)

WG E (k) ARAR ([HEHE])
Allied Properties (H.K.) Limited (“APL”)

BiaEEARAR (THE%LE])
Allied Group Limited (“AGL”)

3,674,079,379

3,674,079,379 1,2
3,674,079,379 1,3
3,674,079,379 1, 4
3,674,079,379 1,5
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DIRECTORS’ REPORT (continued)

Substantial Shareholders (continued)

Notes:

1. The figure refers to the same holding of 3,674,079,379 shares held by SHK.

2. APE was the holding company of SHK and was therefore deemed to have

interest in the shares.

3. APJ owned 100% interest in the issued share capital of APE and was therefore

deemed to have interest in the shares.

4.  APL owned 100% interest in the issued share capital of APJ and was therefore

deemed to have interest in the shares.

5. AGL was the holding company of APL and was therefore deemed to have

interest in the shares.

Directors’ Interests in Competing Businesses

During the year and up to the date of this report, the following directors
(not being the independent non-executive directors) are considered to have
interests in the businesses which compete or are likely to compete with the

businesses of the Group pursuant to the Listing Rules as set out below:

1. Mr. David Hui Yip Wing and Mr. Patrick Lee Seng Wei are directors
of Sun Hung Kai & Co. Limited which, through certain subsidiaries,

are partly engaged in the business of money lending.

2. Mr. Patrick Lee Seng Wei is a director 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 subsidiaries, is partly engaged in the business of money

lending.

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 arms length, from the businesses of such companies.

51



ESEHREE @)

DIRECTORS’ REPORT (continued)

BEXS

. REFBFE—F_H_T=H KAH
] 42 15 A7 60 % HE i 1 B JG 2 W) B o K
AR ZEABRATE ([RAR]) B AR 4R
17 B 4T (TR ERERAT ) #T0 7 —
TR (TER k) > i
TR s R ke -4 7
REEET,0008 W ([ ]) > 5
Wi =4 By B b K ESHEA 9 JH H

(THEA L) R’ EE-

% 8K A 2 A 2y SRR SR AT R
1 7 R SR R 4R J2.0.5% > Sl IR

F 2 40 > A Ty (HOR PR3

% B AR 2 A B — BT B e R
PR (THRIER]) - M T 2

PR A 4 IS o

R 958 5% B ok it o » 45 2 ) BB A KA
HER40%HE w2 A ([ HAb B ])
L — JE 5 A B A AR (T 58 R &
ST AEAR D) > SR K AR A R (CH A
FLH5) w%IE H sk K 58 B I 3 R
% S 58 A R% TR B T L 4 B %
R 114 2 R A 9 R o i o L 58 R % R
TR TIA N A R RIE T —

Jige 6 5 4 A

b B R T R R AR L B S i B
1 H A0 0 4 AR 0 5E A % R S BE AR
HRAE E R A5 14.252) () 24 & A

2 B A 5

Tian An China Investments Company Limited Annual Report 2002

Connected Transactions

1.

On 23rd February, 2001, Nanjing Tiandu Industry Co., Ltd. (“Tiandu”),
a 60% indirectly-owned subsidiary of the Company, entered into a loan
agreement (the “Loan Agreement”) with The Bank of East Asia, Limited,
Shanghai Branch (“BEA”) whereby BEA agreed to grant to Tiandu a
loan facility of HK$70 million (the “Loan Facility”) for a period of 3
years from the date of the Loan Agreement to finance the construction

of a property owned by Tiandu (the “Property”).

The Loan Facility bore interest at 0.5% per annum over Hong Kong
Prime Rate quoted by BEA and was secured by a mortgage on the
Property.

The Loan Facility was guaranteed (“Loan Guarantee™) by the Company
for the full repayment of the principal and interests under normal

commercial terms.

According to the Loan Agreement, the Company together with the
other shareholders of Tiandu which hold the remaining 40% interests
(the “Other Shareholders™) issued a completion and funding guarantee
(the “Completion and Funding Guarantee”) on a joint and several basis
to procure, inter alia, the construction and completion of the Property
and guaranteed all direct and indirect expenses involved in the
construction and completion of the Property. The issue of the
Completion and Funding Guarantee is required in the normal course of

the Company in property development.

The Loan Guarantee and the Completion and Funding Guarantee by the
Company under the Loan Agreement for the purpose of granting
financial assistance to Tiandu each constitutes a connected transaction

of the Company pursuant to paragraph 14.25(2)(a) of the Listing Rules.
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Connected Transactions (continued)

2.

In addition to the above, pursuant to ten loan agreements entered into
between Tiandu and Bank of Communications, Nanjing Branch on 5th
February, 2002, 28th March, 2002, 15th May, 2002, 19th June, 2002,
28th June, 2002, 26th August, 2002, 23rd September, 2002, 29th
October, 2002, 17th December, 2002 and 29th December, 2002 (the
“Loan Agreements”) whereby Tiandu had obtained loan facilities in
aggregate of RMB29.93 million (the “Loan Facilities”) for the general
working capital purposes. The Loan Facilities bore respective interest
at 5.6808% and 6.2280% per annum and were repayable within one

year from the date of the respective Loan Agreements.

The Loan Facilities were guaranteed by a wholly-owned subsidiary of
the Company, Tian An (Shanghai) Investments Co., Ltd. (“Tian An
Shanghai”), and the Other Shareholders under the Loan Agreements
for the purpose of granting financial assistance to Tiandu each
constitutes a connected transaction of the Company pursuant to

paragraph 14.25(2)(a) of the Listing Rules.

On 26th July, 2001, the Company announced that a memorandum (the
“Memorandum”) was entered into with Sun Hung Kai & Co. Limited
(“SHK?”), a substantial shareholder of the Company, and Texgulf Limited
(“Texgulf”), a wholly-owned subsidiary of SHK, for the use of two
office premises by the Company. Particulars of the rental agreements
are disclosed herebelow in accordance with the requirements of the

Listing Rules:

(a) The Company had sub-leased approximately 1,140 sq.ft. located
at Level 12, One Pacific Place, 88 Queensway, Hong Kong
(“Premises 1) from SHK at a rental of HK$68,970.00 per month
for the period from 1st June, 2001 to 31st March, 2005.
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Connected Transactions (continued)

(b) The Company had leased approximately 985 sq.ft. located at
11/F., Tower II, Admiralty Centre, 18 Harcourt Road, Hong Kong
(“Premises 27”) from Texgulf at a rental of HK$31,421.50 per
month for the period from 1st May, 2001 to 31st March, 2005.

The above two leases were determined on the basis of the prevailing
market rate. The agreement does not provide an option to further renew
the rental agreement. The directors (including the independent non-
executive directors) of the Company were of the view that the terms
and conditions of the rental agreement were fair and reasonable and on

normal commercial terms.

During the year of 2002, the sub-leased area for Premises 1 was revised
to approximately 1,290 sq.ft. at a monthly rental of HK$78,045.00.
The Company also surrendered Premises 2 to Texgulf without payment

of any compensation.

On 29th December, 2001, Changzhou Tian An City Development Co.,
Ltd. (“Changzhou Tian An”), a non-wholly owned subsidiary of the
Company, entered into a loan agreement (the “First Loan Agreement”)
with The People’s Construction Bank of China (“Construction Bank”™)
whereby Construction Bank agreed to grant to Changzhou Tian An a
loan facility of RMB10 million (the “First Loan Facility”) for a period
of one year from the date of the First Loan Agreement. The First Loan

Facility bore interest at 6.435% per annum.
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DIRECTORS’ REPORT (continued)

Connected Transactions (continued)

On 7th June, 2002, Changzhou Tian An entered into another loan
agreement (the “Second Loan Agreement”) with Industrial and
Commercial Bank of China (“Industrial & Commercial Bank”) whereby
Industrial & Commercial Bank agreed to grant to Changzhou Tian An
a loan facility of RMBS5 million (the “Second Loan Facility”) for a
period of one year from the date of the Loan Agreement. The Second

Loan Facility bore interest at 6.1066% per annum.

The First Loan Facility and the Second Loan Facility were both
guaranteed (the “Loan Guarantees”) by Tian An Shanghai which holds

90% interests in Changzhou Tian An, under normal commercial terms.

By virtue only of its 10% holdings in Changzhou Tian An, % JH & VL.
A8 9% 4 il BH 9% 48 A Flis a connected person (as defined in the Listing
Rules) of the Company. The Loan Guarantees by Tian An Shanghai
under the First Loan Agreement and the Second Loan Agreement were
provided upon normal commercial terms and each constitutes a
connected transaction of the Company pursuant to paragraph 14.25(2)(a)

of the Listing Rules.

Pursuant to six loan agreements entered into between Shanghai Tianyang
Real Estate Co., Ltd. (“Shanghai Tianyang”), a non-wholly owned
subsidiary of the Company, together with China Merchant Bank,
Agricultural Bank of China and Bank of Communications on 30th April,
2001, 18th May, 2001, 23rd May, 2001, 15th December, 2001, 16th
May, 2002 and 15th November, 2002 (the “Loan Agreements”),
Shanghai Tianyang obtained unsecured loan facilities in aggregate of
RMB108 million (the “Loan Facilities”) for the purpose of general
working capital. The Loan Facilities bore respective interest of 6.435%,
6.039% and 5.544% per annum and were repayable within one year

from the date of the respective Loan Agreements.
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Connected Transactions (continued)

The four Loan Facilities granted in 2001 were guaranteed by Tian An
Shanghai, while the two Loan Facilities granted in 2002 were guaranteed
jointly by Tian An Shanghai and I ¥ i i¥ 45 [ A& FR 2 &) ([ L W
¥ 1), all under normal commercial terms. Tian An Shanghai holds
80% interests in Shanghai Tianyang and _ I i 7 holds the remaining
20% interests in Shanghai Tianyang. b ¥# 3 ¥ is a connected person
(as defined in the Listing Rules) of the Company by virtue only of its
shareholding in Shanghai Tianyang. The loan guarantees by Tian An
Shanghai under the Loan Agreements each constitutes a connected
transaction of the Company pursuant to paragraph 14.25(2)(a) of the
Listing Rules.

After the amendment of its joint venture contract and articles on 14th
March, 2002, Shanghai Allied Cement Co., Ltd. (“Shanghai SAC”)
became an indirect non-wholly owned subsidiary of the Company.
Pursuant to five loan agreements entered into by Shanghai SAC with
Agricultural Bank of China and Bank of Shanghai on 21st January,
2002, 31st May, 2002, 19th June, 2002, 20th September, 2002 and 13th
November, 2002 (the “Loan Agreements”), Shanghai SAC obtained
unsecured loan facilities in aggregate of RMB41.2 million (the “Loan
Facilities”) for the purpose of general working capital. The Loan
Facilities bore interest at 5.31% to 6.435% per annum and were
repayable within one year from the date of the respective Loan

Agreements.

The Loan Facilities were guaranteed (the “Loan Guarantee”) by Tian

An Shanghai under normal commercial terms.

¥ 7K Y8 i, which holds 40% interests in Shanghai SAC, is a connected
person (as defined in the Listing Rules) of the Company by virtue only
of its shareholding in Shanghai SAC and the amendment of the joint
venture contract and articles of Shanghai SAC as above-mentioned.
The Loan Guarantee by Tian An Shanghai under the Loan Agreements
constitutes a connected transaction of the Company pursuant to

paragraph 14.25(2)(a) of the Listing Rules.
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Connected Transactions (continued)

Besides, a leasing agreement was entered into between Shanghai SAC
and | ¥ 7K Y fion 16th December, 1995 under which certain equipment
and facilities were leased from I # 7K J& Ji for the use of Shanghai SAC
(the “Transaction”). The aggregate amount of the Transaction for the
period from 14th March, 2002 to 31st December, 2002 amounted to
HK$3,647,000. The Transaction also constitutes a connected transaction

of the Company.

In addition to the above, on 8th July, 2002, the Company entered into a
master agreement (the “Master Agreement”) with Shanghai Allied
Cement Limited (“SAC”) in which the Company owns approximately
54.77% interest, under which the Company and SAC had a reciprocal
arrangement to procure their respective subsidiaries established in the
PRC to provide guarantees to secure the borrowings of each other’s
subsidiaries in the PRC.

The principal terms of the Master Agreement are as follows:

(a) the aggregate principal amount of borrowings to be secured by the
guarantees provided by the subsidiaries of the Company or SAC

shall not at any time exceed RMB100 million respectively;

(b) a guarantee fee at the rate of 1% per annum will be charged by
their respective subsidiaries on the aggregate principal amount of
borrowings to be secured by the guarantees provided by the
subsidiaries of the Company or SAC and no security will be
provided by the Company or SAC or their respective associates as
security for the provision of guarantees by the subsidiaries of

SAC or the Company;
(c) the term of the Master Agreement is up to 3 years and no

guarantees provided by the Company or SAC’s subsidiaries shall

have a validity beyond the term of the Master Agreement; and
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Connected Transactions (continued)
(d) the terms of the guarantees provided by the subsidiaries of the
Company or SAC shall be on normal commercial terms and in the

ordinary course of business of the companies concerned.

Pursuant to paragraph 14.25(2)(a) of the Listing Rules, whenever a
guarantee is provided by the Company’s subsidiaries under the Master

Agreement, it will constitute a connected transaction of the Company.

Purchase, Sale or Redemption of Listed Securities
Neither the Company nor any of its subsidiaries has purchased, sold or

redeemed any of the Company’s listed securities during the year.

Compliance with Code of Best Practice

The Company has complied throughout the year ended 31st December, 2002
with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules.

Donations
During the year, the Group made donations amounting to HK$463,150.

Auditors

The financial statements for the year ended 31st December, 2002 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
David Hui Yip Wing

Managing Director

Hong Kong, 26th March, 2003
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