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RESULTS

For the year ended 31st December, 2004, the Group achieved a
consolidated net profit attributable to shareholders of HK$200,638,000
(2003: HK$102,420,000) which represents an increase of HK$98,218,000,
or 96% above the previous year. The increases in turnover and operating
profit to HK$1,973,098,000 (2003: HK$1,904,212,000) and
HK$437,070,000 (2003: HK$267,798,000) respectively, representing
increases of 4% and 63% respectively, were mainly the result of improved
profit margins and contributions from property development and proper
implementation of the Group's strategy. As at 31st December, 2004, the
Group's net asset value per share was HK$5.0 (2003: HK$5.0). Earnings
per share was 25.3 HK cents (2003: 12.4 HK cents), representing an
increase of 104%.

OVERALL PERFORMANCE

Property Development and Investment

The Group recorded sales of total gross floor areas (“GFA") of
approximately 225,000m? (2003: 291,000m?), representing a decrease
of 23% over 2003. Almost all sales came from high-end residential or
commercial properties. Properties sold in the PRC such as Shanghai Tian
An Centre, Nantong Tian An Garden (Phase 2), Shenzhen Tian An New
Technology Plaza (Phase 2), Changzhou New City Garden (Phase 4), Wuxi
Redhill Peninsula (Phase 3), Shanghai Tian An Villa (Phase 1) and
Changchun Tian An City One (Phase 2) contributed significantly to the
satisfactory performance.

During the year, a total GFA of approximately 319,000m? (2003:
314,000m?) of residential/commercial properties was completed,
representing an increase of 2% over last year. By the end of 2004, a total
GFA of approximately 272,000m? (2003: 390,000m?) was under
construction, representing a 30% decrease from the preceding year,
including Changzhou Tian An Villa (Phase 1), Beijing Park Apartments
(formerly known as Beijing Fu Hua Building), Dalian Tian An Seaview
Garden (Phase 2B) and Guangzhou Panyu Hi-Tech Ecological Park (Phase
2). At the same time, a total GFA of approximately 176,000m? will be
commenced construction in 2005, including Shanghai Tian An Yang Ming
Resort (Phase 1), Changzhou New City Garden (Phase 5) and Nantong
Tian An Garden (Phase 3).
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Building materials

With the ongoing macro-economic adjustment programme, the volume of
cement consumed in Shanghai amounted to approximately 23,000,000
tonnes for the year, a rise of approximately 10% over the previous year.
During this period, the major cement suppliers boosted their supplies to
the Shanghai market, resulting in a steep decline in the price of cement
starting in May. This had a negative impact on Shanghai Allied Cement
Limited, a listed subsidiary of the Group. The volume of cement and
clinker it sold during this period was 1.46 million tonnes (2003: 1.45

million tonnes).

BUSINESS REVIEW

The Group is engaged principally in the development of high-end
apartments, villas, office buildings and commercial properties, manufacture

and sale of building materials, property management and hotel operation.

The Group's target clientele are high-end users who have achieved
success in various walks of life. The residential projects offered for sale by
the Group during the year included Nantong Tian An Garden, Changzhou
New City Garden, Wuxi Redhill Peninsula, Shanghai Tian An Villa,
Changchun Tian An City One and Dalian Tian An Seaview Garden. The
office buildings on offer included Shanghai Tian An Centre, Shenzhen Tian
An New Technology Plaza, Guangzhou Panyu Hi-Tech Ecological Park and

Dalian Tian An International Tower.

Nantong Tian An Garden is situated in the centre of the new city district.
With Nantong municipality’s administrative centre to its east and the old
city district to its west, the development is uniquely blessed in terms of
location. The project’s designers have put much effort to harmonize the
architecture with the ecological and aquatic environment, as well as the
community culture. The result is well-balanced views and spaces, and the
seamless integration of internal and external perspectives. In particular,
Phase 2 features a “garden within the garden” — the Tian An Garden
Luxury Villas. They will satisfy the requirements of top-end users, offering
sales packages complementing those of apartments. The launch in the first
half of the year met with an enthusiastic response, with hundreds of
buyers queuing up constantly. The project's sales prices achieved for the
year were strong, becoming one of the Group’s most important profit
centres.
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Shanghai Tian An Centre is located in Huangpu District, Nanjing Road
West, Shanghai, at the business hub around Renmin Square. Floors 1-4
are used for commercial purpose, while Floors 5-30 provide Grade A office
space. Clients already include multinational corporations such as Mercedes-
Benz, Nikon and Maersk. Shanghai Tian An Centre is adjacent to the
Shanghai Municipal Government, Park Hotel and J.W. Marriott Hotel,
conglomerating the best influence of economic environment. Its neighbours
also include the Shanghai Museum, the City Planning Administration, the
Art Museum and the Opera House, congregating the best artistry of city
culture. Designed, built, outfitted and managed to international standards,
the Centre sets a benchmark for prestige and value. Tian An Centre will
become a landmark property whether in terms of history, geography,
administration, humanity or opulence. The continuing robust prospects for
Shanghai's office rental market will allow the Centre's advantages to come
even more into play. With strong rentals and sales, the Centre has become
the Group's flagship project in Shanghai and one of our most important

profit centres.

ANALYSIS OF MARKET RISKS

In late April, the government of the PRC actively applied its policy of
macro-economic adjustment. The programme’s central thrust is to use
market means to tighten bank lending and restrict land supply. The aim is
to reduce the scale of fixed capital investment, fight inflation, ease
shortages in raw materials and electricity and to slow the rise in property
prices. However, after the macro-economic adjustment, the price of
property has risen, perhaps even more than before the adjustment
measures. The Group believes that there are objective reasons for the rise

in property prices:

1. A sudden decline in land supply resulting in properties demand
outstripping supply;

2. Between 1993 and 1999, property prices in mainland China fell by
about 60%. The rises in recent years were in part a recovery of lost

ground;

3. With the mainland'’s stock markets in the doldrums and low interest
rates, people were unable to find attractive ways to invest their cash.
They put much of it into property, greatly increasing demand;
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4. The government, keen to curb the property market but also worried
that big fluctuations in prices would affect GDP growth, has been
cautious in its policy;

5. Since property development financing are hard to come by and the
pace of project relocation is slow, developers have slowed their
launches of new projects. Some developers wish to hold on to their

units, which reduces supply;

6. The mainland economy’s positive growth prospects also drive up
property prices.

These factors mean that there is still room for mainland property prices to
rise. The government may introduce new measures to curb them. As a
professional developer, Tian An will make use of the opportunities to
develop real estate and maximize profits, while adopting appropriate
strategies to deal with the changing economic environment. In the longer
term, the Group hopes property prices will rise steadily but moderately,
which would help the market develop in a healthy manner. The Group
takes a cautiously optimistic view of the market.

INTERNAL MANAGEMENT

Insisting on Target Management

As commencement of all work is directed at achieving the corporate target,
this enables the Group's work to be orderly and clear. The Group's target
is to gradually raise its return on net assets from 2.6% in 2003 to 10%,
becoming a listed property company of the top rank. A complete set of

action plans is formulated to ensure that the target can be achieved.

Adopting an Appropriate Strategy to Raise Core Competitiveness

Our strategy is summed up as follows: rationalise incentives, streamline
procedures, cutting expenses while seeking new revenues, innovate boldly,
deploy idle assets, and strengthen supervision. Applying these principles
allows staff (especially the key staff) to be fully aware that when they
make their contributions to the Group, they also realise their own goals

and aspirations. This provides impetus for the Group's development.
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Managing Director's Statement

The Group has reviewed internal operating procedures and standardized
various tendering documents. We have compiled a manual of qualified
contractors and suppliers. We also decentralised authority and clarified
responsibilities, so as to speed up operations and improve efficiency. In
terms of seeking new revenues, the Group is pushing ahead with profit
maximization for major projects and developing ventures that will bring in
profits of over RMB100 million per annum. As for cutting expenses, the
Group reviewed all expenditures, including financial expenses, wages,
selling and administrative expenses. We have made use of our
advantageous position to refinance borrowings so as to reduce gross
interest payments. We match employees with appropriate assignments
and encourage the ethic of “one specialty, multiple capabilities” And we
stick to a global perspective but have localized management with lower
wage payments and new standards formulated to control administrative
expenditure.

The Group has worked to control the costs of property development as
well. Although the price of steel rose during the year, costs for many
projects have still come under budget. The Group also organised
systematic training to inculcate the corporate culture and establish unified
work values. All these are for increasing creativity, so that projects turn out
stylish but practical, compact yet not inelegant. This would enable the

Group to remain a market leader.

During the year, the Group re-engineered some developments such as
Beijing Park Apartments (previously known as the Fu Hua Building),
Fuzhou Dengyun Resort, Beijing Tian An Building and Jiangmen Tian An
projects. This would initiate gradually a virtuous cycle, realising the aim of

deployment of idle assets.

Efforts by the Group during the year to comprehensively strengthen
supervision have paid off. Economic efficiencies have been enhanced,

basically meeting the targets as set out at the beginning of the year.
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LANDBANK

The Group currently has a landbank for projects of approximately 5.18
million sq metres (GFA attributable to the Group is approximately 3.54
million sq metres), situated mainly in Shanghai, Fuzhou, Shenzhen,
Changzhou, Wuxi, Nantong, Nanjing, Changchun, Wuhan, Guangzhou,
Jiangmen and Zhaoqing. During the year, the Group also added land

parcels in Nanjing and Wuxi.

From 31st August, 2004, all land must be sold by auction under the new
land policy and the determination of consumption of land are decided by
the Ministry of Land and Resources as well as the provincial and municipal
Land Bureaux. These measures have made the acquisition of land much
harder. Most of the Group's landbank was acquired before the policies’
advent, as befits the foresight of a professional developer. The landbank
will serve the Group's long-term development. The Group will continue to
monitor overall developments and suitably add to its landbank when

conditions are right.

BRAND BUILDING

The Group has gained much experience and insights since 1985. After 20
years' efforts, the brand of Tian An has become a symbol of high-end
commercial and residential real estate.

Even so, brand building is a long-term undertaking. Besides maintaining its
edge in building design, sales strategy, market positioning, cost control,
financial strength and understanding of national developments, the Group
will appropriately step up its media and advertising exposure to
consolidate its image to the public.
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PROPERTY MANAGEMENT

Cornell Property Services Co. Ltd., a subsidiary of the Group, is constantly
working to improve its management methods and upgrade the standards.
During the period under review, its management rating went up from
Grade 3 to Grade 2, an encouraging achievement for property management
within the Group. The Group is fully aware of the importance of property
management to property development and the brand name. Accordingly, it
will fully support Cornell's efforts to attain Grade 1 status in the short term,
which would even better allow the Group to achieve its long-term service
goals.

TRAINING OF PROFESSIONAL MANAGERS

The Group attaches great importance to the training of talent, with the aim
of building up a corps of good quality, highly professional, diligent,
trustworthy, innovative, hard fighting and highly motivated professional
managers who identify with our corporate philosophy. They undertake
periodic training courses, sometimes abroad. Horizontal and vertical
exchanges among all grades of managers are encouraged, so that the
potential of staff, especially the key employees, can be developed to the
fullest.

INCENTIVE SCHEME

The Group believes firmly in pegging employee compensation to the
individual's performance as well as his or her department's. Managers' pay
is linked with the performance of their projects. This provides the greatest
incentive to both managers and staff, and gives them personal stakes in
the Group as well as an identification with it.

RISK MANAGEMENT

The Group has an Executive Committee which studies and handles major
matters and investments projects. It periodically examines market conditions,
changes in government policy and macro-economic trends to help
managers remain clear-headed, so that they can adjust their strategies in a
timely manner to control risk.

The government's macro-economic adjustment policy of late April 2004
has had a major impact on the real estate market. The Group had begun
to sense it at the end of 2003 and took precautionary measures. When

Tian An China Investments Company Limited I AKEFEEKREERAD A
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the policy was announced, the Group was able to cope well with it
ensuring that projects could carry on normally. When lending became tight
in the second half of the year, the Group was able to take advantage of
the prevailing conditions to buy a piece of land at a good price. As
property supply decreased in the second half, the Group achieved solid

results by flexibly accommodating the fluctuations of the sales market.

The Group is closely monitoring changes in interest rates, exchange rates,
the stock market, taxation policy, banking policy, commodity prices, state
policy and our competitors, in order to ensure that our business develops
in a sound manner.

OUTLOOK

For the past 25 years, China's economy has been booming. GDP growth
averaged 9% annually. China aims to achieve a per capita GDP of
US$3,000 by 2020. This exciting target presents unprecedented
opportunities, as well as formidable challenges. The country has also
become the primary engine of growth for the global economy.

The Group’s main businesses are in the eastern region of the mainland,
which is one of the economically vibrant regions of China. These businesses
are benefiting from the nation’s growth. On the one hand, urban
construction is approaching a climax, with the building of basic infrastructure
an onerous task. The boundless opportunities have attracted the participation
of multinational corporations. On the other hand, China, as the “world’s
factory,” is suffering grievously from such problems as energy shortages,
environmental degradation and uneven development. While grasping
opportunities in a timely fashion, the Group must also adopt an attitude of
walking on thin ice as it develops its business. In the past year, the Group
has reorganized personnel in Hong Kong as well as eastern, southern and
northern China in order to rationalise its staff structure. Coupled with
ongoing reform initiatives, they gradually make the Group's strengths more
evident while diminishing its weaknesses. The Group is confident it can

become one of the premier real estate companies.

Ng Qing Hai
Managing Director

Hong Kong, 30th March, 2005
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