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The Directors are pleased to present their annual report and the audited
financial statements of the Group and the Company for the year ended
31st December, 2003.

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, 2003 are set out in notes 39, 40 and 41

to the financial statements respectively.

The Group’s turnover for the year was derived mainly from activities
carried out in the People’s Republic of China (“PRC"). The breakdown
by principal activities of the Group’s turnover and contribution to profit
before taxation for the year ended 31st December, 2003 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, 2003 are set out in notes 39,

40 and 41 to the financial statements respectively.

Results and Appropriations
The results of the Group for the year ended 31st December, 2003 are
set out in the consolidated income statement on page 74.

The Directors do not recommend the payment of a final dividend for
the year ended 31st December, 2003 and recommend the profit for the

year be retained.

Management Discussion and Analysis

The management discussion and analysis is set out on pages 11 to 27.
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Property, Plant and Equipment
During the year, the Group acquired property, plant and equipment
totalling approximately HK$13,462,000.

Details of these and other movements in property, plant and equipment
of the Group during the year are set out in note 12 to the financial
statements.

Investment Properties

During the year, the Group acquired investment properties totalling
approximately HK$21,292,000 and certain completed properties for sale
of HK$457,810,000 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$123,285,000 in
which revaluation surplus attributable to the Group of HK$55,080,000
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 13 to the financial

statements.

Interests in Properties
Particulars of the Group’s interests in properties as at 31st December,

2003 are set out on pages 28 to 39.

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.
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 176.
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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 set out in
notes 27 and 28 to the financial statements respectively. Interest
capitalised by the Group during the year in respect of properties under
development amounted to HK$54,647,000, details of which are set out
in note 7 to the financial statements.

Directors

The Directors during the year and up to the date of this report were:

Executive Directors:

Patrick Lee Seng Wei

Ng Qing Hai (appointed on 1st April, 2003)

Ma Sun (appointed on 1st April, 2003)
Edwin Lo King Yau

Li Chi Kong (appointed on 13th February, 2004)

Non-Executive Directors:

David Hui Yip Wing (re-designated as Non-Executive Director on
1st March, 2004)

(resigned on 5th March, 2003)

(resigned on 5th March, 2003)

Wu Gan
Zhang Dong

Independent Non-Executive Directors:
Moses Cheng Mo Chi

Lisa Yang Lai Sum

All the Executive Directors, Non-Executive Director and Independent
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.
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Directors (continued)

In accordance with the above Article, Mr. Moses Cheng Mo Chi, Miss
Lisa Yang Lai Sum and Mr. Edwin Lo King Yau shall retire by rotation at
the forthcoming Annual General Meeting and, being eligible, offer
themselves for re-election.

In accordance with Article 94 of the Company’s Articles of Association,
Mr. Li Chi Kong, who has been appointed after the last Annual General
Meeting, shall hold office until the forthcoming Annual General Meeting

and, being eligible, offer himself for re-election.

Biographic Details of Directors and Senior Management

Executive Directors

Patrick Lee Seng Wei, aged 52, became an Executive Director of the
Company in June 1996 and was appointed the Chairman of the Board
of the Company in February 2004. 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 also the chief executive of Allied
Properties (H.K.) Limited and an executive director of Sun Hung Kai &

Co. Limited, both are substantial shareholders of the Company.

Ng Qing Hai, aged 48, was appointed an Executive Director of the
Company in April 2003 and has become the Managing Director of the
Company since October 2003. He graduated from the Accounting
Department of Shanghai Institute of Building Materials in 1983. Mr. Ng
became a member of the Association of Registered Accountants of the
PRC in 1994. He was also admitted as Management Consultant by
Group ESSEC of France in 1988. 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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Biographic Details of Directors and Senior Management
(continued)

Executive Directors (continued)

Ma Sun, aged 63, was appointed an Executive Director of the Company
in April 2003. He is the General Manager of the Group. 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 years of experience in China commercial business, financial

investment and property development.

Edwin Lo King Yau, aged 43, 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 50, a member of the Institute of Chartered
Accountants of Scotland and a fellow of the Hong Kong Society of
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 and Shanghai
Allied Cement Limited and the group financial controller of Allied Group
Limited.
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Biographic Details of Directors and Senior Management
(continued)

Non-Executive Director

David Hui Yip Wing, aged 54, was appointed the Managing Director
of the Company in December 1996 and was re-designated as Non-
Executive Director in March 2004. He is also a non-executive director of
Sun Hung Kai & Co. Limited and the chairman of Shanghai Allied Cement
Limited.

Independent Non-Executive Directors

Moses Cheng Mo Chi, aged 54, 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 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 37, was appointed an Independent
Non-Executive Director of the Company in November 1999. She is a
practising solicitor in Hong Kong and is a consultant 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 48, joined the Group in March 1991. He is the
Acting General Manager of the Southern 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 the Chinese government. Mr. Cai is also a senior
member of the China Institute of Civil Engineering. He has over twenty
years experience in architecture, town planning, property development
in China.
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Biographic Details of Directors and Senior Management
(continued)

Senior Management (continued)

Ko Sing Ming, aged 36, joined the Group in March 1998. He is the
Deputy General Manager of the Group responsible for human resources,
administration and investment management affairs, and also participates
in the re-engineering and establishment of IT management system. 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 ten years of experience in accounting and managing PRC
investments. He is also a director of Shanghai Allied Cement Limited.

Alfred Li Yim Hung, aged 53, the General Manager of the Eastern
China Region, is a holder of a Bachelor’s Degree of Social Science from
The Chinese University of Hong Kong and a Master’s Degree in Electronic
Commerce from the Curtin University of Technology in Australia. He is
also an associate member of The Hong Kong Institute of Company
Secretaries. He has more than twenty years of experience in China
property investment.

Yang Jie, aged 38, is an Executive 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.

Song Zhu Feng, aged 43, 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 and got the Bachelor’s Degree of Engineering. He
has over twenty years of experiences in the fields of engineering and
property development.
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Biographic Details of Directors and Senior Management
(continued)

Senior Management (continued)

Sunny Tao Tsan Sang, aged 39, 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 ten years of experience in

financial management and China business field.

Xia Qian, aged 42, is the General Manager of the Northern China
Region. He joined the Group in November 1991. Mr. Xia has over ten

years of experience in property development and investment in China.

Raymond Yu Yiu Fai, aged 52, 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 twenty years of experience

in engineering, construction and property development.

Cindy Yung Yee Mei, aged 38, was appointed Company Secretary of
the Company in March 2004. She is an associate member of The Hong
Kong Institute of Company Secretaries and The Institute of Chartered
Secretaries and Administrators.
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BRTIXF#EEEN RZEE=F1+=A Save as disclosed below, as at 31st December, 2003, none of the

=+—8 REFFLBAEGRHN([EH Directors or chief executives of the Company has any interests or short

HEGO) E352&BTHEF 2B M positions in the shares, underlying shares and debentures of the

R KB LM AR EFETESFR Company or any of its associated corporations (within the meaning of

SMZEETARMARTRBEBBER Part XV of the Securities and Futures Ordinance (“SFO")) as recorded in

SFBERAR ([BRA])  IEESK the register required to be kept under section 352 of the SFO; or as

BRITHABRAR B S H AR A otherwise notified to the Company and The Stock Exchange of Hong

(EERFHFBERIEXVE) 2 K Kong Limited (“Stock Exchange”) pursuant to the Model Code for

D~ ARG R EEEZ A RS SOK Securities Transactions by Directors of Listed Companies:

B

(a) X4d (a) The Company

BERAR HE BT
ERME HERG ZHE HEARAzE DL

EspE Nature of Number of shares and Percentage to the

Name of Director interests underlying shares held relevant issued share capital

5 & 18 A 625,500 0.01

Ma Sun Personal (K1 &)

(Note)

Hiit - B BREEERERHEEAMERE 2 Note: The interests held by Mr. Ma Sun as beneficial owner include the holding
B BIEARQR521,2500 % (& of 521,250 shares (representing approximately 0.01% of the relevant
BEEITHEBRA40.01%) & 104,250 issued share capital) and 104,250 listed physically settled warrants of
METMUEMHEE 2 RKREFEME the Company giving rise to an interest in 104,250 underlying shares
E /104,250 AR AIEERS (BB (representing 0.001% of the relevant issued share capital) of the
AT ZA0.001%) > MZ SR Company. The warrants are exercisable at any time during the period
BEBEIR-_ZZ—F+_ARBREC from 5th December, 2001 to 3rd December, 2004 at an exercise price of
TTEMF T A=HHHAZEMRKHE HK$0.20 per share.

A RITEESR0208ITLITHE °
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BEEvESER (A Directors’ Interests in Securities (continued)
(b) KB EE— LBHESKERGER (b) Associated Corporation — Shanghai Allied Cement Limited
Aa ([ LBKIE] (“SAC”)
BREROR HEe &7
ERME HERGHE HERAzE DK
EENE Nature of Number of shares and Percentage to the
Name of Directors interests underlying shares held relevant issued share capital
"5 /E @A 4,000,000 0.54
Ng Qing Hai Personal (Ktat1)
(Note 1)
55 H @A 100,000 0.01
Ma Sun Personal (K13£2)
(Note 2)
B @A 2,000,000 0.27
David Hui Yip Wing Personal (K75£3)
(Note 3)
B &t Notes:
1. HERBEEEREGFBEAMBEAZ 1. The interests held by Mr. Ng Qing Hai as beneficial owner are all interests
Bm 2EBEREZBBEROESZ - in underlying shares relating to share options.
2. BHEEERERIBEAMBA 2B 2. The interests held by Mr. Ma Sun as beneficial owner are all interests in
m 2EROER - shares.
3. HTERELEERERBEAMERZ 3. The interests held by Mr. David Hui Yip Wing as beneficial owner are all
Bm 2EBEREZBBEROESZ - interests in underlying shares relating to share options.
4. ARATEFR LBKREREZ B 4. The interests of the Directors of the Company in the share options of SAC
BN T X ERE] —& - are detailed in the section “Share Options” as disclosed below.

&3 All the interests stated above represent long positions. As at 31st
E+ B - *ETFE%#?J%E(I%W £ December, 2003, no short positions were recorded in the register
R required to be kept under section 352 of the SFO.

RO o
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IR A Share Options

(a) &E4d (a) The Company
RARIBRETE ZERDHRE Particulars of the Share Option Scheme of the Company are set
s R 25 - out in note 25 to the financial statements.
REBE-TZ=F+-_A=+—HI No share option was granted under the Share Option Scheme of
FERN - WEBEARAR 2 EBREST the Company during the year ended 31st December, 2003, nor
EIRHEMERE  R_TT_F+ was there any share option outstanding as at 31st December, 2002
“B=t+—BR=-ZEE=F+=-/= and 31st December, 2003.

T AIEE A BRI ARITE

(b) LEBKE (b) SAC
B LB KRB AEST &) ([ _EBEK Particulars of the share option scheme of SAC (“SAC Scheme”) are
EETEI) ZEREBEH R T B RER set out in note 25 to the financial statements.
Bt 5E25 ©
B EBKEHEZERR 2 Details of the share options granted under the SAC Scheme and
T=F+_A=+—BMKiTEZ the outstanding options as at 31st December, 2003 are as follows:

BREFREINDT

BREHE
Number of share options
R-ZEE=F
BR R-BB=F RER T=A
HE -A-H R =t-H
Exercise As at Granted As at 31st
R¥AH GEd price st January, during December,
Date of Grant Exercisable period per share 2003 the year 2003
T
HK$
Es
Directors
BES ZEE-FLAZT\R —EEME-A-TNRE 0.70 - 4,000,000 4,000,000
ZZ-=%+AZ++tH
Ng Qing Hai 28th July, 2003 28th January, 2004
to 27th July, 2013
FER ZEE=FLAZT\R —EEME-A-TNBE 0.70 - 2,000,000 2,000,000
ZZ-=%+AZ++tH
David Hui Yip Wing 28th July, 2003 28th January, 2004
to 27th July, 2013
k& ZEE-FLAZT\R ZEEME-A-TNBE 0.70 - 17,700,000 17,700,000
ZZ-=5+AZ++tH
Employees 28th July, 2003 28th January, 2004
to 27th July, 2013
FR
Total - 23,700,000 23,700,000
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Share Options (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.

No share options for subscription of shares in SAC were exercised
or lapsed during the year ended 31st December, 2003.

The above options granted are not recognised in the accounts
until they are exercised. The Directors consider that it is
inappropriate to value the share options granted during the year
ended 31st December, 2003 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
Directors therefore consider 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.

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 former Directors
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 granting of share
options to subscribe for shares in the Company and SAC under their
respective share option schemes.
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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
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, 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, 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.

RXEZHPEREBMRAT Tian An China Investments Company Limited
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Substantial Shareholders’ Interests

Set out below are the interests or short positions of persons in the
shares or underlying shares of the Company as at 31st December, 2003

as recorded in the register required to be kept under section 336 of the

BZALIIRMT : SFO:
BEROREERG ZHE
Number of shares and underlying shares held

AL

EEE R ERITHBREAZ

B A#ER (&2 B

(BEaiEH) HEZHER) Percentage

Personal Corporate of total

interests interests interests to

(held as (interest of R the relevant

BRRER beneficial controlled Total issued

Name of Shareholders owner) corporation) Interests share capital

MBEARAT ([FIB/E]) 3,698,254,767 814,240,486 4,512,495,253 57.57
Sun Hung Kai & Co. Limited (“SHK") (K1) (K17t2)
(Note 1) (Note 2)

e ME (B8 BRAF ([BMEME]) - 4,512,495,253 4,512,495,253 57.57
Allied Properties (H.K.) Limited (“APL") (K17E3) (Kt 5t4)
(Note 3) (Note 4)

EEBEARAR ([BMEEE]) - 4,512,495,253 4,512,495,253 57.57
Allied Group Limited (“AGL") (K17E5) (Kt 5t4)
(Note 5) (Note 4)

Lee and Lee Trust (“LL Trust”) — 4,512,495,253 4,512,495,253 57.57
(Krzte) (Ktata)
(Note 6) (Note 4)

hEEK(ARE)BERAR ([PEBERK]) - 1,024,400,000 1,024,400,000 13.07
China Online (Bermuda) Limited (“COBL") (Ht#E7) (K17E8)
(Note 7) (Note 8)
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RXEZHPEREBMRAT Tian An China Investments Company Limited

shares held by Sun Hung Kai International Limited, an indirect wholly-
owned subsidiary of SHK; (ii) 450,503,880 shares or underlying shares held
by Sun Hung Kai Securities Capital Markets Limited, also an indirect wholly-
owned subsidiary of SHK; and (iii) 3,360,000 shares or underlying shares
held by China Direction Investments Limited, an indirect 66.67% owned
subsidiary of SHK.

The interests include the holding of 3,794,079,379 shares (representing
approximately 48.41% of the relevant issued share capital) and 718,415,874
listed physically settled warrants of the Company giving rise to an interest
in 718,415,874 underlying shares (representing approximately 9.16% of
the relevant issued share capital) of the Company.

Through AP Jade Limited and AP Emerald Limited, direct and indirect wholly-
owned subsidiaries of APL respectively, APL owned approximately 74.95%
interest in the issued share capital of SHK and was therefore deemed to
have an interest in the shares and underlying shares in which SHK was
interested.

The figure refers to the same interest of SHK in 4,512,495,253 shares and
underlying shares.

AGL owned approximately 74.61% interest in the issued share capital of
APL and was therefore deemed to have an interest in the shares and
underlying shares in which APL was interested.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the
trustees of the LL Trust, being a discretionary trust, who together owned
approximately 38.35% interest in the issued share capital of AGL and were
therefore deemed to have an interest in the shares and underlying shares
in which AGL was interested.

The 1,024,400,000 shares or underlying shares were held by Honest
Opportunity Limited (“HOL"), a wholly-owned subsidiary of Classic Fortune
Limited which in turn was a wholly-owned subsidiary of COBL. COBL was
therefore deemed to have an interest in the 1,024,400,000 shares or
underlying shares in which HOL was interested.

The interests include the holding of 855,200,000 shares (representing
approximately 10.91% of the relevant issued share capital) and 169,200,000
listed physically settled warrants of the Company giving rise to an interest
in 169,200,000 underlying shares (representing approximately 2.16% of
the relevant issued share capital) of the Company.
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Substantial Shareholders’ Interests (continued)
All the interests stated above represent long positions. As at 31st
December, 2003, no short positions were recorded in the register
required to be kept under section 336 of the SFO.

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 (”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,

is partly engaged in the business of money lending.

2. Mr. Patrick Lee Seng Wei and Mr. 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 subsidiaries, is partly engaged in the business of
money lending. Mr. Li Chi Kong is a director of AG Capital Limited,
a subsidiary of Allied Group Limited, which 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 arm’s length
from, the businesses of such companies.
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Connected Transactions

1.

On 23rd February, 2001, Nanjing Tiandu Industry Co., Ltd.
(“Tiandu”), a 60% indirect-owned subsidiary of the Company,
entered into a loan agreement (“Tiandu 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
("Tiandu Loan Facility”) for a period of three years from the date
of the Tiandu Loan Agreement to finance the construction of a
property owned by Tiandu (“Property”).

The Tiandu 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 Tiandu Loan Facility was guaranteed (“Tiandu Loan Guarantee”)
by the Company for the full repayment of the principal and interests
under normal commercial terms.

According to the Tiandu Loan Agreement, the Company together
with the other shareholders of Tiandu which hold the remaining
40% interests (“Other Tiandu Shareholders”) issued a completion
and funding guarantee (“Tiandu 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 Tiandu Completion
and Funding Guarantee is required in the normal course of the

Company in property development.

The Tiandu Loan Guarantee and the Tiandu Completion and Funding
Guarantee by the Company under the Tiandu 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.

During the year of 2003, the Tiandu Loan Facility under the Tiandu

Loan Agreement had been repaid.
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Connected Transactions (continued)

2.

In addition to the above, pursuant to fifteen 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,
29th December, 2002, 8th February, 2003, 22nd April, 2003,
13th May, 2003, 19th June, 2003 and 27th June, 2003 (collectively
“Tiandu Loan Agreements”) whereby Tiandu had obtained loan
facilities in aggregate of RMB41.55 million (“Tiandu Loan
Facilities”) for the general working capital purposes. The Tiandu
Loan Facilities bore respective interest at 6.2280% and 5.6808%
per annum and were repayable within one year from the date of
the respective Tiandu Loan Agreements.

The Tiandu Loan Facilities, guaranteed by a wholly-owned
subsidiary of the Company, Tian An (Shanghai) Investments Co.,
Ltd. (“Tian An Shanghai”), and Other Tiandu Shareholders under
the Tiandu 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.

During the year of 2003, the Tiandu Loan Facilities under the

Tiandu Loan Agreements had been repaid.
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Connected Transactions (continued)

3.

RXEZHPEREBMRAT Tian An China Investments Company Limited

On 26th July, 2001, the Company announced that a memorandum
was entered into with, inter alia, Sun Hung Kai & Co. Limited
("SHK"™), a substantial shareholder of the Company, for the use of
an office premises by the Company. The Company had sub-leased
approximately 1,140 sq. ft. located at Level 12, One Pacific Place,
88 Queensway, Hong Kong from SHK at a rental of HK$68,970.00
per month for the period from 1st June, 2001 to 31st March,
2005.

The above lease was 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 was revised to
approximately 1,290 sq. ft. at a monthly rental of HK$78,045.00.
Subsequently the lease was terminated on 1st January, 2004.

On 7th June, 2002, Changzhou Tian An City Development Co.,
Ltd. (“Changzhou Tian An”), a non-wholly owned subsidiary of
the Company, entered into a loan agreement (“First Changzhou
Tian An 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 RMB5 million (“First Changzhou Tian An Loan Facility”)
for a period of one year from the date of the First Changzhou Tian
An Loan Agreement. The First Changzhou Tian An Loan Facility
bore interest at 6.1066% per annum.
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On 11th December, 2003, Changzhou Tian An entered into another
loan agreement (“Second Changzhou Tian An Loan Agreement”)
with Industrial & Commercial Bank whereby Industrial & Commercial
Bank agreed to grant to Changzhou Tian An a loan facility of
RMB30 million (“Second Changzhou Tian An Loan Facility”). The
Second Changzhou Tian An Loan Facility bore interest at 5.49%
per annum and was repayable within one and a half year from the

date of the Second Changzhou Tian An Loan Agreement.

The First Changzhou Tian An Loan Facility and the Second
Changzhou Tian An Loan Facility were both guaranteed
("Changzhou Tian An 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, ® /Il &
T 4B BT 59 3 48 2 Blis a connected person (as defined in the
Listing Rules) of the Company. The Changzhou Tian An Loan
Guarantees by Tian An Shanghai under the First Changzhou Tian
An Loan Agreement and the Second Changzhou Tian An 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.

During the year of 2003, the First Changzhou Tian An Loan Facility
under the First Changzhou Tian An Loan Agreement had been

repaid.
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Connected Transactions (continued)

5.

Pursuant to two loan agreements entered into between Shanghai
Tianyang Real Estate Co., Ltd. (“Shanghai Tianyang”), a non-wholly
owned subsidiary of the Company, together with Agricultural Bank
of China and Bank of Communications on 16th May, 2002 and
15th November, 2002 (collectively “Shanghai Tianyang Loan
Agreements”) respectively, Shanghai Tianyang obtained unsecured
loan facilities in aggregate of RMB33 million (collectively “Shanghai
Tianyang Loan Facilities”) for the purpose of general working
capital. The Shanghai Tianyang Loan Facilities bore respective
interest of 6.039% and 5.544% per annum and were repayable
within one year from the date of the respective Shanghai Tianyang
Loan Agreements.

The Shanghai Tianyang Loan Facilities were guaranteed jointly by
Tian An Shanghai and BB ¥ S B AR AR (" LEBF"), all
under normal commercial terms. Tian An Shanghai holds 80%
interests in Shanghai Tianyang and /&8 )¥ holds the remaining
20% interests in Shanghai Tianyang. /&8 )¥ 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 Shanghai Tianyang Loan Agreements
each constitutes a connected transaction of the Company pursuant
to paragraph 14.25(2)(a) of the Listing Rules.

During the year of 2003, the Shanghai Tianyang Loan Facilities

under the Shanghai Tianyang Loan Agreements had been repaid.
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Connected Transactions (continued)

6.

Pursuant to seven loan agreements entered into between Shanghai
Allied Cement Co., Ltd. (“Shanghai SAC"), a non-wholly owned
subsidiary of the Company, and Agricultural Bank of China, Bank
of Shanghai and Industrial & Commercial Bank on 21st January,
2002, 31st May, 2002, 19th June, 2002, 20th September, 2002,
13th November, 2002, 13th November, 2003 and 26th December,
2003 (collectively “Shanghai SAC Loan Agreements”), Shanghai
SAC obtained unsecured loan facilities in aggregate of RMB59.2
million (“Shanghai SAC Loan Facilities”) for the purpose of general
working capital. The Shanghai SAC Loan Facilities bore interest at
5.31% to 6.435% per annum and were repayable within one year
from the date of the respective Shanghai SAC Loan Agreements.

The Shanghai SAC Loan Facilities were guaranteed (“Shanghai SAC
Loan Guarantee”) by Tian An Shanghai under normal commercial
terms.

Shanghai Cement Factory (“SCF”), a substantial shareholder of
Shanghai SAC, 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. The Shanghai
SAC Loan Guarantee by Tian An Shanghai under the Shanghai
SAC Loan Agreements constitutes a connected transaction of the
Company pursuant to paragraph 14.25(2)(a) of the Listing Rules.

Except for those Shanghai SAC Loan Facilities granted in 2003, all
the Shanghai SAC Loan Facilities granted in 2002 had been repaid
during the year of 2003.
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Besides, a leasing agreement was entered into between Shanghai
SAC and SCF on 16th December, 1995 pursuant to which certain
equipments and facilities were leased from SCF for the use of
Shanghai SAC (“Transaction”). The aggregate amount of the
Transaction for the year ended 31st December, 2003 amounted to
HK$5,412,000. The Transaction also constituted a 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 and fair and reasonable

so far as the shareholders of the Company were concerned;

(iii) entered into in accordance with the terms of the leasing
agreement governing the Transaction; and

(iv) the aggregate annual amount of the Transaction in 2003 was
within the relevant maximum amount as agreed by the Stock
Exchange.

In addition to the above, on 8th July, 2002, the Company entered
into a master agreement (“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;
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(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 three years and no
guarantees provided by the Company or SAC’s subsidiaries
shall have a validity beyond the term of the Master Agreement;
and

(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.

On 18th June, 2003, LB BREBEREMEFR AR (" LK),
a non-wholly owned subsidiary of the Company, entered into a
loan agreement (“_E 88K Loan Agreement”) with Industrial &
Commercial Bank whereby Industrial & Commercial Bank agreed
to grant to £//8 K a loan facility of RMB100 million (“_E /8 /& It
Loan Facility”) for a period of one year from the date of the - /& /&
BxLoan Agreement. The /&K Loan Facility bore interest at
5.31% per annum and was guaranteed by the Company (* £ /&8
It Guarantee”) for the full repayment of the principal and interests

under normal commercial terms.

ZZTT=FFH Annual Report 2003
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Connected Transactions (continued)

Strait Investments (Shanghai) Limited (“Strait Investments”), a
73.74% indirect-owned subsidiary of the Company, holds 97.5%
interests in /&8 . By virtue of the shareholding of certain
shareholders of Strait Investments (“Certain Strait Investments
Shareholders”) are more than 10%, Certain Strait Investments
Shareholders are connected persons (as defined in the Listing Rules)
of the Company and the_E & /8 I Guarantee under the /& )&
Loan Agreement for the purpose of granting financial assistance
to k)88 & constitutes a connected transaction of the Company
pursuant to paragraph 14.25(2)(a) of the Listing Rules.

Purchase, Sale or Redemption of Listed Securities

The Company repurchased a total of 653,372,654 shares at the price
of HK$0.15 per share (as to HK$0.03 in cash and HK$0.12 in loan
note) pursuant to a general offer made by Sun Hung Kai International
Limited on behalf of the Company to repurchase up to 1,1700,000,000
shares, which was completed on 21st August, 2003.

Save as disclosed above, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company’s listed securities

during the year.

Corporate Governance

In the opinion of the Directors, the Company has complied throughout
the year with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules.

Donations
During the year, the Group made charitable donations amounting to
HK$28,000.

RXEZHPEREBMRAT Tian An China Investments Company Limited
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HEREBRER Post Balance Sheet Events

HERBREEZERFBRZFBIHNY Details of significant events occurring after the balance sheet date are
BHmERMFE43 - set out in note 43 to the financial statements.

2B Auditors

ApalEz2—_EE=ZF+=-_A=1+—H The financial statements for the year ended 31st December, 2003 were
LFEEZHBRERRED - HERA audited by Messrs. Deloitte Touche Tohmatsu. A resolution to re-appoint
GEMTERZ —HBERENZERE Messrs. Deloitte Touche Tohmatsu as Auditors of the Company will be
g) e BMEMR A EETANIT AARR E) X EAD proposed at the forthcoming Annual General Meeting.

ZRFR  BREGETZERBFAX

gLiEg: -

RERESE On behalf of the Board

FE Patrick Lee Seng Wei

FRE Chairman

BEAE ZEENFE=A=+H Hong Kong, 30th March, 2004
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