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The directors present their report and the audited financial

statements for the year ended 31st December, 2002.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
activities of the principal subsidiaries, jointly controlled
entity and associate are set out in notes 41, 17 and 18 to

the financial statements respectively.

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 36.

The directors recommend the declaration of a final dividend
of HK3 cents per share amounting to approximately
HK$21,882,000 payable on or about 27th June, 2003 to
shareholders whose names are on the Register of Members
of the Company as of 12th May, 2003.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities
of the Group for the past five financial periods is set out

on page 100.

SUBSIDIARIES, JOINTLY CONTROLLED ENTITY
AND ASSOCIATE

Details of the Company’s principal subsidiaries, jointly
controlled entity and associate as at 31st December, 2002
are set out in notes 41, 17 and 18 to the financial statements

respectively.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group consolidated the property, plant
and equipment of HK$285,289,000 of Shanghai Allied
Cement Co., Ltd., (“Shanghai SAC”) 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.

Details of movements in the property, plant and equipment
of the Group during the year are set out in note 14 to the

financial statements.
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SHARE CAPITAL AND SHARE OPTIONS

Details of movements during the year in the share capital
and share options of the Company are set out in notes 27

and 28 to the financial statements respectively.

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in note 29 to the financial

statements.

BORROWINGS

Bank loans and overdrafts and other borrowings repayable
within one year or on demand are classified under current
liabilities. Details of long term borrowings are set out in
note 26 to the financial statements. No interest was

capitalised by the Group during the year.

DIRECTORS

The directors of the Company during the year and up to

the date of this report were:

Directors:

David Hui Yip Wing, Chairman

Ng Qing Hai, President and Chief Executive Officer
Ko Sing Ming, Vice President

Li Chi Kong

(appointed on 16th January, 2002)

Independent non-executive directors:

Henry Lai Hin Wing
Lo Wai On

In accordance with the provisions of the Company’s Bye-
laws, Mr. Ng Qing Hai retires and, being eligible, offers
himself for re-election. The term of office of each
independent non-executive director is for a period up to
his retirement by rotation in accordance with the provisions

of the Company’s Bye-laws.
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P

BEOR M B REE K LT R The director proposed for re-election at the forthcoming

HE A0 5T 57 A A A OR AT B ik E B E R SR annual general meeting does not have any service contract
AR A5 7% — N 0k 2 A T Ik B A 4 - which is not determinable by the Company within one year
without payment of compensation (other than statutory
compensation).
EEckROER DIRECTORS’ INTERESTS IN SHARES
W_FE_HE+_H=+—H  £EF - At 31st December, 2002, none of the directors, chief
FTEATBAB RMEZHE AN+ M EER executive and their associates had any interests in the share
AT R HEE s AF (ERLEBEHF (K capital of the Company and its associated corporations,
R AR ) el ([ Bk 68 RE s ikl 1) ) Z AT Al within the meaning of the Hong Kong’s Securities
B A HE %5 - (Disclosure of Interests) Ordinance (the “SDI Ordinance”).
B SHARE OPTIONS
EN/NICT: B A = A 7 ) Details of the Company’s share option scheme are set out
FF 28 o in note 28 to the financial statements.
W ZFEFR AN AL E R R R No options were granted nor exercised during the year of
IR M AT f] B i HE B AT R o 2002.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Pursuant to the share option scheme adopted by Tian An
China Investments Company Limited (“Tian An”), the
Company’s ultimate holding company, options have been
granted to and accepted by the following directors of the
Company to subscribe for shares of Tian An. Details of
these directors’ personal interests in the options to
subscribe for shares of Tian An previously granted at

nominal consideration are as follows:

Outstanding Lapsed Outstanding

at during the at

1.1.2002 year 31.12.2002
R-ZZEE_F R-ZBZTZF
—A—H FRALXH +ZA=Z+-8H
20,000,000 20,000,000 -
800,000 800,000 -
1,200,000 1,200,000 -

Save as disclosed above, at no time during the year was
the Company, any of its holding companies, any of its
subsidiaries or any of its fellow subsidiaries a party to any
arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in,
or debt securities, including debentures, of the Company
or any other body corporate, and none of the directors,
chief executive or their spouses or children under the age
of 18, had any right to subscribe for the securities of the

Company, or had exercised any such right.

DIRECTORS’ INTEREST IN COMPETING
BUSINESSES

None of the directors is interested in any business apart
from the Group’s businesses which competes or is likely
to compete, either directly or indirectly, with the businesses

of the Group.
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ESMBERE 2GRN ER DIRECTORS’ INTERESTS IN CONTRACTS
JAF % R B4R AT AT IR T A A AR AT AT No contracts of significance to which the Company, any

B

Ay )~ HAT A B B A R~ HAT Al B A of its holding companies, any of its subsidiaries or any of

Al AT AT [R] R OB R S W) 2 BLET L s T A A its fellow subsidiaries was a party and in which a director

AlEREHENAERAER RS ZERS of the Company had a material interest, whether directly

# oo or indirectly, subsisted at the end of the year or at any
time during the year.

FERR SUBSTANTIAL SHAREHOLDERS

W ZEEZF T A=+ —H > REFH As at 31st December, 2002, the register of substantial

(P88 fE 2 ) IR B 16Dk 3L 2 R shareholders required to be maintained under Section 16(1)

Sk s FHI I REAE AN A AT of the Securities (Disclosure of Interests) Ordinance

A 10%8 L b2 fE 4 showed that the following shareholders had interests of

10% or more of the issued share capital of the Company:
R % &8 Wt 7t
=g Name Number of shares Notes

K % v B i T b Tian An China Hotel and

WEARA A Property Investments
(TR s ) Company Limited (“TACHP”) 500,000,000 1,8

K% Tian An 543,485,640 1,2, 8

s A R AR ([HTes 5L ) Sun Hung Kai & Co. Limited (“SHK”) 543,485,640 2,3,8

AP Emerald Limited ([ APE]) AP Emerald Limited (“APE”) 543,485,640 2,4, 8

AP Jade Limited ([ APJ]) AP Jade Limited (“APJ”) 543,485,640 2,5, 8

WA E (F#) AR A Allied Properties (H.K.) Limited

(MHEA e ) (“APL”) 543,485,640 2,6,8

B B BRA A (T84 EmED) Allied Group Limited (“AGL”) 543,485,640 2,7, 8

Best Advantage Limited ([ BALJ) Best Advantage Limited (“BAL”) 144,000,000 8

RN Ng Siu Chun 144,000,000 8

Bt Gt - Notes:

L TR K& b W S U R 2 356,000,000 1. The figure referred to the aggregate holding of 356,000,000
e iy B BN RSB (TSR SEAD) 1] R%E shares held by TACHP and the deemed interest in the
R 2 A E MR A W BALIK #1If BE R 144,000,000 shares charged by Mr. Ng Siu Chun (“Mr. Ng”)
s BE AT 2 144,000,000/ A 0 HE 25 2 A A0 o to BAL, a wholly owned subsidiary of TACHP.

2. WHMFRRLZLEREARLA ([X%Z L 2. The figure referred to the aggregate holding of 43,485,640
¥ 1) 2 2% K& 2 A Oasis Star Limited BT £ shares held by Oasis Star Limited, a wholly owned subsidiary
A Z 43,485,640/ e £y ~ K 22 o B MG Fr AF of Tian An Industrial investments Company Limited
A Z356,000,0000¢ i 3 - Kz il % 56 2R M BAL (“TAIICL”), 356,000,000 shares held by TACHP and the
& 4 17 8 5R 2 WA 2 144,000,000 i 4y 2 deemed interest in the 144,000,000 shares charged by Mr.
Moo REPEHPEERRELEHHREZ Ng to BAL. Both TACHP and TAIICL were wholly owned
2 E M A A - subsidiaries of Tian An.
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3. SHK held a total of 43.27% interest directly and indirectly
in Tian An and was therefore deemed to have interest in the

shares.

4.  APE was the holding company of SHK and was therefore

deemed to have interest in the shares.

5.  APJ owned 100% interest in the issued share capital of APE

and was therefore deemed to have interest in the shares.

6. APL owned 100% interest in the issued share capital of APJ

and was therefore deemed to have interest in the shares.

7. AGL was the holding company of APL and was therefore

deemed to have interest in the shares.

8. On 20th December, 2001, Mr. Ng entered into a share charge
with BAL, whereby Mr. Ng charged his 7,200,000,000 shares
(adjusted to 144,000,000 shares for the share consolidation
of 50 to 1 with effect from 20th December, 2002) to BAL to
secure the due observance and performance by Mr. Ng of
his obligations under a sale and purchase agreement and a
supplemental agreement entered among, inter alia, Mr. Ng
and BAL.

Other than as disclosed above, the Company has not been
notified of any other interests representing 10% or more
of the Company’s issued share capital as at 31st December,
2002.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis

to existing shareholders.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest
customers accounted for approximately 43% and the largest
customer accounted for approximately 26% of the Group’s

total turnover for the year.

The aggregate purchases attributable to the Group’s five
largest suppliers accounted for approximately 59% and the
largest supplier accounted for approximately 17% of the

Group’s total purchases for the year.
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None of the directors, their associates, or any shareholder
(which to the knowledge of the directors owns more than
5% of the Company’s share capital) has any interest in the

Group’s five largest customers and five largest suppliers.

CONNECTED TRANSACTIONS

1.  On 13th March, 2002, the Company announced that
the shareholders of Shanghai SAC had entered into
an agreement to amend the joint venture contract and
joint venture articles of Shanghai SAC on 28th
December, 2001 for the purpose of enhancing efficient
management in Shanghai SAC (the “Amendment”).
Pursuant to the Amendment, resolutions of the board
of directors of Shanghai SAC will be approved by
majority affirmative voting of the directors of
Shanghai SAC. The Amendment became effective on
14th March, 2002 and Shanghai SAC became a
subsidiary of the Company.

Certain transactions of the Company or its subsidiaries
(including Shanghai SAC) became connected
transactions of the Company and were subject to the
disclosure and/or shareholders’ approval requirements
under the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

One such transaction was the leasing agreement dated
16th December, 1995 entered into between Shanghai
SAC and Shanghai Cement Factory (“SCF”), a
substantial shareholder of Shanghai SAC, pursuant to
which certain equipments and facilities were leased
from SCF for the use of Shanghai SAC (the
“Transaction”). The aggregate amount of the
Transaction for the period from 14th March, 2002 to
31st December, 2002 amounted to HK$3,647,000. 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 Company;
(ii)  conducted on normal commercial terms and fair

and reasonable so far as the shareholders of the

Company were concerned;
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(iii) entered into in accordance with the terms of

the agreement governing the Transaction; and

(iv) the aggregate annual amount of the Transaction
in 2002 was within the relevant maximum
amount as agreed by The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

Another connected transaction was the provision of
guarantees by Shanghai SAC in relation to the
borrowings of Tian An (Shanghai) Investments Co.
Ltd (“Tian An Shanghai”), a wholly-owned subsidiary
of Tian An, and Shanghai Tian Yang Real Estate Co.
Ltd (“Shanghai Tian Yang”), an indirect non-wholly
owned subsidiary of Tian An, in the sums of
RMB25,000,000 (the “Tian An Guarantee”) and
RMB20,000,000 (the “Tian Yang Guarantee”)
respectively. Tian An Shanghai and Shanghai Tian
Yang were required to pay a guarantee fee of 1% per
annum on the principal amount of the guarantees as
consideration for the provision by Shanghai SAC of
the guarantees. As Tian An was the controlling
shareholder of the Company, both the Tian An
Guarantee and the Tian Yang Guarantee constituted
connected transactions of the Company immediately
after Shanghai SAC became a subsidiary of the
Company. The transaction was approved by the
shareholders of the Company on 23rd May, 2002.

On 8th July, 2002, the Company announced that an
agreement dated 8th July, 2002 (the “Master
Agreement”) was entered into between the Company
and Tian An, pursuant to which the Company and Tian
An agreed to have a reciprocal arrangement to procure
their respective subsidiaries in the People’s Republic
of China (the “PRC”) to provide guarantee(s) to secure
the borrowings of other subsidiaries in the PRC (the
“SAC Guarantees” and “Tian An Guarantees”). A
guarantee fee of 1% per annum was charged by the
Company’s subsidiaries on the aggregate principal
amount of borrowings by Tian An’s subsidiaries
secured by SAC Guarantees. The same rate of
guarantee fee was also charged by Tian An’s
subsidiaries for Tain An’s Guarantees provided vice
versa. Under the Listing Rules, the Master Agreement

and the SAC Guarantees constituted connected
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transactions of the Company, which were approved
by the shareholders of the Company on 19th August,
2002. The independent non-executive directors have
reviewed the SAC Guarantees for 2002 and confirmed

that the SAC Guarantees were:

(i) on normal commercial terms and fair and
reasonable so far as the shareholders of the
Company were concerned;

(ii) provided in accordance with the terms of the
Master Agreement; and

(iii) the aggregate principal amount of borrowings
of Tian An’s subsidiaries covered by the SAC
Guarantees at any time during the year ended
31st December, 2002 was within the relevant
maximum amount of RMB100 million as agreed
by the Stock Exchange.

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.

The audit committee of Company consists of two
independent non-executive directors of the Company, Mr.
Henry Lai Hin Wing and Mr. Lo Wai On, with written
terms of reference.

AUDITORS

A resolution will be submitted to the annual general
meeting of the Company to re-appoint the auditors, Messrs.
Deloitte Touche Tohmatsu.

On behalf of the Board

Ng Qing Hai
Chief Executive Officer

Hong Kong, 20th March, 2003
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