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Results

For the year ended 31st December, 2003, the Group achieved a
consolidated net profit attributable to shareholders of HK$102,420,000
(2002: HK$87,046,000 as restated) which represents a slight increase
of HK$15,374,000, or 17.7% above the previous year. The increases in
turnover and operating profit to HK$1,904,212,000 (2002:
HK$1,080,332,000) and HK$267,798,000 (2002: HK$141,781,000 as
restated) respectively, representing increases of 76% and 89%
respectively, were mainly the result of contributions from property
development and sale of construction materials. Earnings per share was
12.4 HK cents (2002: 10.3 HK cents as restated), representing an increase
of 20%. As at 31st December, 2003, the Group’s net asset value per
share after adjusting for the share consolidation was HK$5.0 (2002:
HK$4.6 as restated).

Overall Performance

Property Development and Investment

The Group recorded sales of total gross floor areas (“GFA") of
approximately 291,000m? (2002: 250,000m?), representing an increase
of 16% over 2002. Almost all came from residential or commercial
properties. Properties sold in the PRC such as Shanghai Tian An Villa
(Phase 1), Wuxi Redhill Peninsula (Phase 2), Changzhou New City Garden
(Phase 3), Nantong Tian An Garden (Phase 1) and Tian An Cyber Park
contributed significantly to the satisfactory performance.

The increase in new property development and completion have led to
increases in marketing and distribution costs, administration expenses,
finance costs and minority interests.

During the year, a total GFA of approximately 314,000m? (2002:
309,000m?) of residential/commercial properties was completed,
representing a 2% increase over last year. By the end of 2003, a total
GFA of approximately 390,000m? (2002: 423,000m?) was under
construction, representing an 8% decrease from the preceding year,
including Nantong Tian An Garden (Phase 2), Shanghai Tian An Centre,
Changzhou New City Garden (Phase 4), Wuxi Redhill Peninsula (Phase 2
Part 2), Shenzhen Tian An Innovation Science & Technology Plaza (Phase
2) and Beijing Fu Hua Building.
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Sale of Building Materials

The steady growth of demand for cement in Shanghai resulted in driving
the price up particularly in the second half of the year. The volume of
clinker and cement sold by the group of Shanghai Allied Cement Limited,
a listed subsidiary of the Group, for the year reached 1,445,000 tonnes
representing an increase of 17.5% as compared to prior year.

Business Review

The Group is principally engaged in the development of high-class
apartments, villas, office buildings and industrial properties, with property
management and hotel operation as sidelines. The residential projects
offered for sale by the Group during the year included Shanghai Tian
An Villa, Shanghai California Court, Nanjing Tian An International
Building, Wuxi Redhill Peninsula, Changzhou New City Garden, Nantong
Tian An Garden, Shenzhen Jun An Garden, Changchun Tian An City
One and Dalian Tian An Seaview Garden.

Shanghai Tian An Villa was designed by an internationally renowned
architect with full consideration given to the incorporation of Eastern
culture and custom into modern architectural aesthetics. The
environmental design laid emphasis on providing an island habitat with
a landscape consisting of gentle slope and running water, while the
architectural design focuses on creating an aesthetic sense, tranquility,
warmth and implicitness. By providing flats with sizes mainly ranging
from 280m? to 380m?, the Group effectively avoided competition arising
from similar design concepts of other developers. Phase 1 of the
development, which covered a site area of 161 mu comprising a total
of 98 detached villas, was offered for sale in October 2003. 70% of the
villas have been sold by the end of December 2003. The remaining land
estimated at a maximum of 3,599 mu is available for long-term
development by the Group, and will become one of the most important

profit centres of the Group.
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Shanghai Tian An Centre is a Grade A office building situated at Nanjing
Road, a prime location of the city centre directly facing Renmin Square.
It enjoys the most convenient transportation network, including a pivotal
transit station of underground railway Nos. 1 and 2, and occupies the
prime of economic, cultural and commercial hub of Shanghai. Built in
compliance with international standards, the Centre is an incorporation
of high-technology 3D digital display management system with a modern
architectural outlook and, therefore, has become a landmark in the
central district of Shanghai.

Analysis of Market Risks

With a domestic economic growth rate reaching 9.1% in 2003, the
government of the PRC assessed the situation and has laid down a
policy of stepping up the supervision and regulation of fixed asset
investment while maintaining stability and a relatively fast growth rate.
However, there have been indications that the policy will be implemented
prudently, as the government stated that the initiatives of all quarters
should be encouraged and not suppressed, and emergency brake would
never be applied. As such monitoring measures are aimed to prevent
any sharp economic ups and downs, they will not lead to major slow-
down of economic growth. In the absence of any unexpected
circumstances, the GDP will record a growth rate exceeding 8% in
2004.

The Group remains optimistic towards the economic and real estate
development in the PRC, although the surge of fixed asset investments
and prices of real estate in most areas are currently so fast as to lead to
a bubble effect in some areas. The property prices in Shanghai increased
slightly too fast and recorded a 20% rise during the year. Therefore,
this recent suitable adjustment is in fact favourable to the healthy growth
of the market. On the other hand, the excessive number of property
developers should also draw the attention of the relevant authority.
Among over 3,000 real estate developers in each of Shanghai and
Beijing, quite a number may be unprofessional ones. It is envisaged
that, under proper control and monitoring, the real estate developers
will become more ethical, a factor favourable to the long-term
development of Tian An in the PRC.
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In addition to continuing the development of the existing projects, the
Group plans to commence development of the following projects in
2004: Changzhou Tian An Villa, Shanghai Tian An Yang Ming Resort,
Tian An Sunshine Peninsula on the riverside of Suzhou River, Shanghai,
Fuzhou Dengyun Resort and Zhaoging Resort & Golf Club. All these
projects are located in excellent geographical locations, acquired at
reasonable land cost and with area vast enough for the Group’s long-
term development. They could become profit centres of the Group for
a long time.

Landbank

The Group’s currently has a landbank for projects with a total gross
floor area of approximately 5 million m?(GFA attributable to the Group
is 3.45 million m?), mainly situated in Shanghai, Beijing, Shenzhen,
Changzhou, Nanjing, Wuxi, Nantong, Changchun, Wuhan, Jiangmen,
Panyu, Fuzhou, Zhaoging, etc. Most of the land parcels were acquired
a year ago and possess considerable advantages in terms of geographic
locations, transportation and development prospects. Some of the land
parcels have considerable operating values in that they are available for
the Group’s long-term development for more than ten years. The Group
intends to enhance its competitive edges in land reserve by increasing
its landbank in cities such as Shenyang, Xuzhou and Shanghai through
the adoption of a forward-looking strategy of “opening up new horizons
from an elevated position and picking up treasures from those
abandoned by others” in conjunction with careful assessment.

Brand Building

With many years’ experience in developing real estate in the mainland,
the Group has gained an understanding and a grasp of the domestic
market situation, cost control and market positioning. The Group also
has strengths in respect of design, selling, planning, financing and
management. As such, the Group becomes a professional real estate
developer with solid strength and competitive advantages. Nevertheless,
the real estate market has entered into an era of competing by brands,
and the crux of competition has shifted from the quality of the projects
offered to a competition of the strengths among the developers, as
purchasers have attached more and more importance to brands, which
are considered as additional value. Accordingly, the Group will place
further emphasis on building up its brand and improving its core
competitiveness in its future business development, so as to meet any
market challenges with its existing strengths and extensive experience
in property development, and to enhance the Group’s competitiveness
on a comprehensive basis. To our customers, “Tian An” is a brand
symbolizing “professionalism, integrity and quality”, which are intangible
assets of the Group.
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Training of Professional Managers

Regarding human resources, the Group well appreciates the importance
of “talent-oriented development” and considers quality talents to be
important assets. It is our pleasure to have a team of professional
talents who are highly professional, managerially capable, well-versed
in the operating philosophy of Tian An and dedicated to the Group
over the years. The Group will further enhance the provision of
comprehensive training courses to improve the quality of its staff and
enhance the strengths of our management, so as to develop long-

lasting competitive strengths for the Group.

Incentive Scheme

The Group has persistently followed an operating philosophy of
“enhancing efficiency by maintaining a small but efficient team and a
simple structure”. During the year, the Group also launched a company-
wide responsibility system of collective target, which is aimed to promote
the long-term development of the Group by linking the personal interests
of each of its staff members with the development and benefits of the
Group.

Outlook

Dense clusters of skyscrapers have led to a very dense population and
serious traffic congestion in the central commercial areas and residential
areas of major cities. This phenomenon in turn brings about an
acceleration on urbanization of the outskirts, thus creating substantial
opportunities for the developers. The government policy to revitalize
the economy in the old industrial area of the three provinces in the
north-east, and the relatively late-start of modern accommodation and
living ideas, and new-style economic development together have availed
the developer with ideal and considerable opportunities for development
in these three provinces. The economic take-off of the Yangtze River
Delta, the accelerating urbanization and the increase of income per
capita all have positive effect on the desire to improve the living
environment, and the developers will continue to benefit from this
situation. The gradual strengthening of the economic system of the
Pearl River Delta has laid the foundation for economic development
with Shenzhen, Guangzhou and Hong Kong as the cores. It is expected
that Southern China will see an accelerating urbanization again.
Implemented last year, the land policy and the relatively tight policy on
project financing has increased the costs of developers, resulting in a
phase of elimination. Developers with solid resources, such as Tian An,

will benefit from this development.
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REENERREEmEINIRE 2 &1t The Group has adopted a positive approach to deal with external changes
FEPEReZEBEGEERS - E5E by capturing and actively creating opportunities, controlling risks, costs
b KAER EBIRTH FEEE and expenses, and monitoring the schedule of construction works, so
HER  FASEMNFEREIIRREXIER - as to operate within the budget and accomplish a fast and sound
AREREELEER AEEHSERES development for the Group and a satisfactory return for its shareholders.
— R ERERERFHEZ HIEINLT The Group will capture every opportunity and make optimal use of its
HEE  AASERERERBETEER - resources to appropriately increase its land reserve as a foundation for

long-term development.

=& Appreciation
Tt HRRHSURREEREPHZR | would like to take this opportunity to give special thanks to all
RA BB THFE TEMTREBHE - shareholders and customers for their support, as well as all our staff for

their dedication, effort and hard work during the year.

EHREITE Ng Qing Hai
=HE8 Managing Director
BE ZETNF=A=+H Hong Kong, 30th March, 2004
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