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MANAGEMENT DISCUSSION AND ANALYSIS
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OPERATIONS REVIEW

1. REVENUE SOURCES
Revenue derived from operations in property development, joint venture
investments and construction materials in the PRC constituted the most

significant source of profit to the Group. An analysis is as follows:

(1) Property development

2002 2001
BT T T T
HK$’000 HK$’000
Turnover
Sales of completed properties 649,593 225,399
Sales of properties for development 142,467 19,380
Interest income on instalments
receivable 161 256
792,221 245,035
Contribution to profit before taxation 142,386 (6,554)

Turnover derived from property development increased by HK$547,186,000
or 223% compared with 2001 mainly because projects offered for sale during
the year such as Changzhou New City Garden, Wuxi Redhill Peninsula,
Shanghai Central Garden and Shenzhen Jun An Garden achieved good sales

records.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

(2) Joint venture investments

2002 2001
B F T Vi R
HK$’000 HK$’000

Contribution to profit before taxation
Associates 2,595 2,041
Jointly controlled entities 118,309 116,809
120,904 118,850

Contribution from jointly controlled entities to profit before taxation slightly increased
by 1.3% to HK$118,309,000 in 2002. Shenzhen Cyber Times Building in Shenzhen
Tian An Cyber Park had substantial contribution to the Group.

(3) Construction materials

The business of Shanghai Allied Cement Limited has contributed significantly to the
Group’s results for 2002.

2002 2001

EBET T W F oo

HK$’000 HK$’000

Turnover 258,011 34,483
Contribution to profit/(loss) before taxation 30,518 (933)
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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2. MAJOR SALES

For the twelve months ended 31st December, 2002, the Group’s sales activities were

concentrated principally on the following projects:

HH A& HEEEER
Project Use GFA sold
5 K m?
TR K 2 R g AR & Shenzhen Cyber Times Building R FEM Office 30,875
IR 25t Shenzhen Jun An Garden f£ % Residential 13,460
BT Sk T AE R Changzhou New City Garden f£ % Residential 27,813
LN (A Nantong Tian An Garden fE % Residential 31,485
G AL 1) 2 B Wuxi Redhill Peninsula % Residential 42,953
IS ¥ Shanghai California Court fE % Residential 22,780
- P SN Dalian Tian An Tower BT Office 14,209
RHREZE W Changchun Tian An City One f£ % Residential 8,530
485t Total 192,105

3. TH#HAS 3. LAND PORTFOLIO

BE-RF AL A=
Hk> AL E E 2+ 4 W
T

As at 31st December, 2002, the Group’s land portfolio principally consists of the

following:

EEEW

BIEHER

GFA

ith B [EES = I ¥ attributable
Region Commercial Residential Industrial to the Group
F 752K m? F 75k m? F 75 2K m? F 75 2K m?

£ Northern China 72,400 617,900 - 690,300
#i Eastern China 306,100 607,800 7,600 921,500
k] Southern China 270,500 1,022,900 217,400 1,510,800
Mt Total 649,000 2,248,600 225,000 3,122,600
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

4. EMPLOYEE AND TRAINING

As at 31st December, 2002, the Group, including its subsidiaries but excluding associates
and jointly controlled entities, employed approximately 1,941 persons. The staff costs
for the year under review amounted to approximately HK$65,734,000. The Group
ensures that the remuneration packages for employees are competitive and employees

are rewarded on performance related bases including salary and bonus.

The profile of the Group’s management staff as at 31st December, 2002 is listed

H k> 7S 45 3] 5 21 g 2 4H 4k below:
T
RUEEANLT KRBEHE

ih & Qualified University 25-355% IBEmEAULE
Region Professionals Graduates Age 25-35 Age Over 35
e Hong Kong 19 (54%) 25 (71%) 7 (20%) 28 (80%)
#4p Northern China 18 (62%) 25 (86%) 12 (41%) 17 (59%)
R Eastern China 115 (66%) 124 (72%) 62 (36%) 111 (64%)
e 1 Southern China 19 (76%) 21 (84%) 10 (40%) 15 (60%)

HENEE B Ty A S R ] 5
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R0 B R AR S B HE R AT 4R
BLHWEHME KEHE TH
AR B ke FEEIA B 1M
A wE R R R M FEOFN10 o
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Quality staff has always been the Group’s indispensable intangible asset. Training
programmes were organized throughout the year to ensure that both the market sensitivity
of the front line people and the cost consciousness of the back office staff were well
maintained. The emoluments of key management personnel can be seen by reference to
notes 9 and 10 to the financial statements. Details of the share option schemes of the

Company and its subsidiaries are set out in pages 48 and 49.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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FINANCIAL POSITION

1. LIQUIDITY AND FINANCING

In 2002, the Group managed to retain its liquidity at a healthy level with a
well-balanced portfolio of financial resources. At the end of 2002, the bank
balances and cash of the Group were maintained at more than HK$500
million, providing sufficient working capital for the daily operations of the

Group.

As at 31st December, 2002, the total borrowings of the Group amounted to
approximately HK$2,190 million (2001: HK$1,593 million), including current
liabilities and non-current liabilities of HK$1,773 million (2001: HK$1,094
million) and HK$417 million (2001: HK$499 million), respectively. The
gearing ratio (net debt over shareholders’ equity) of the Group was maintained
at around 40% as at 31st December, 2002 (2001: 30%). The increase in
borrowings was used to finance the properties under construction and increase
the landbank. Details of the borrowings are shown in notes 27 and 28 to the

financial statements.

Approximately 89% outstanding debts will expire within 2 years. Since the
investments of the Group are located in the PRC, most of the bank borrowings
are obtained from PRC banks in Renminbi which will be repaid in the same
currency, hence minimizing the risk of exchange rate fluctuation. Around
90% of the Group’s bank borrowings bear interest at fixed rates while the

remaining is at floating rates.

2. CHARGES ON ASSETS

As at 31st December, 2002, the Group’s interest in an associate with a
carrying value of HK$500,757,000 was pledged against a bank overdraft
facility granted to the Company. Additionally, bank deposits of
HK$75,012,000, aggregate carrying values of development properties and
investment properties of approximately HK$1,611,648,000 and
HK$186,489,000 respectively, and the Group’s interest in certain subsidiaries
with aggregate carrying values of approximately HK$134,699,000 were
pledged for trade payable of HK$43,011,000 and to banks for banking
facilities granted to those subsidiaries and to a jointly controlled entity.
Details of the charges on assets of the Group are shown in note 42 to the

financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

3. CONTINGENT LIABILITIES

As at 31st December, 2002, guarantees given to banks by the Group in
respect of banking facilities granted to jointly controlled entities, third parties
and a vendor of land use rights to a property development subsidiary were
approximately HK$155,981,000, HK$89,150,000 and HKS$11,132,000
respectively. Guarantees given to banks in respect of mortgage loans granted
to property purchasers amounted to approximately HK$244,906,000. All the
guarantees provided by the Group were requested by banks and are under
normal commercial terms. Commercial bills discounted with recourse
amounted to approximately HK$35,577,000. The contingent PRC land
appreciation tax of a subsidiary attributable to the Group amounted to
approximately HK$24,680,000 and the share of contingent land appreciation
tax of a jointly controlled entity amounted to approximately HK$41,779,000.
Details of the contingent liabilities of the Group are shown in note 36 to the

financial statements.

PROJECT REVIEW

1. MAJOR PROPERTY DEVELOPMENT

Eastern China

Shanghai Central Garden (80%)

Facing the Century Park in Pudong, this residential development is situated
on a site of 140,000m? with a total GFA of about 296,000m?. Phases I and II
with a total GFA of 135,200m? were completed. Of which, more than 95%

was sold. Part of the remaining land was sold in June 2002.

Shanghai Tian An Centre (98%)

This 30-storey office tower is situated at the hub of commercial district —
the Nanjing Road nearby Renmin Square, adjacent to the transit platform of
subway No. 1 and 2 with a site area of 5,38 1m? and a total GFA of 48,300m?.
The project is scheduled to be completed by the end of 2003.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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Shanghai Tian An Sunshine Peninsula Garden (100 %)

This substantial residential development project is located in the Shanghai
Putuo District. 1,100 metres of this project is to be built along the Suzhou
River. The site area is about 92,875m?. The design plans for this project
have been submitted for approval and Phase I of the project is scheduled for

completion by the end of 2004.

Shanghai Elegant Garden (60% of the remaining site)

This development is adjacent to the well-known Shanghai Xijiao Hotel and
is one of the best-selling villa projects in the Honggiao District. The Group
participated mainly in its remaining land. Construction work for a total
GFA of 6,000m? will be commenced in mid-2003 and is expected to be
completed in mid-2004.

The Riverside, Shanghai (99 %)

Within walking distance to the Shanghai Bund, the first phase of this project
consisting of a GFA of about 36,800m? of deluxe apartments has been sold.
The site of the second phase is about 73,340m? and the total GFA of about
240,000m?. The first lot of approximately 100,000m? is scheduled to be
completed in 2005.

Shanghai California Court (100%)

Located at the deluxe residential area of the Hongqiao Long Bai district
with a total GFA of about 72,600m?. This is the Group’s first fully-decorated
residential project in Shanghai. Decoration work is expected to be completed
in the third quarter of 2003. About 31% were sold in 2002.

Shanghai Sheshan Country Club (85%)

This project is located at the suburban area, about 25 km from the city and
near the Sheshan National Travel and Holiday District. Construction work
for Phase I with GFA of about 43,000m? which will be developed into low

density high-class villas will commence in the second quarter of 2003.

Nantong Tian An Garden (100%)

Situated on a site of over 200,000m? with a total GFA of 220,000m?, this is
the first substantial natural residential project at the heart of the New City
Zone of Nantong. Construction work for the first phase consisting of
73,000m? of GFA commenced in February 2002. About 232 units were sold
in 2002.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

BMRERAZERKE (60%)
(AIBERARERER AXEBTE)
AR TE H AT R BT AL > A A AR b g
#550,100°F RO T - EEL
Al M EA R FF =LA R
6 F o 2 33k 1 160E £ B AL & R
EERIEE T100£ -8 F TR
— TELBG N0 B i A 8k - TERT A FAE B B
AR CF R AR

F|EBALES (95%)
*?IEEﬁ%ﬁ%ﬁ?ﬁﬂﬁhﬁéﬁﬂimwE
HE HE B B 1 2 1+ 188,000 7 oK - A
ﬁ%109800¥ﬁ*’§/ﬁﬁ%@‘5ﬁﬁi’ﬂﬁ
A TERE AR 7% > T IR ELIE
By L@ HINE —FFMEHRT

EMNHFHETHEE (90%)

A TR = 58— i A 4 £946,000
FHOKRE R ZFFE AFTER HH85%E
W T A AR Y R LAY
36,700°F 75 >K A% 1H T A 43 Al 5 E i 2 F
SAEN AR B FR AR N H T E
21%E & -

EMABERE (51%)

5% 3 H AL B > £ H138,700°F 7 K - A

%ﬁ%%‘]ﬂﬁ%%ﬁ*?ﬁ;ﬁﬁﬂﬁbﬁﬂﬁ

B 2 4R T A 40,300°F 7 K 5 55 = )
TR AR SR 1E R A 31,100°F 05 K > Bk —

EEE-ABH T HP379%8 HEo

ZiE

TEREEAE (BAEEEBET0%)

% e A TEH B LR B ] B 2 B
FUJ > 40 20T (7 i Lo > b A% 1 AR R 4 o SR A
T 11 4% 40 Bl 24 6,555°F- 77 K e 41,800°F J5
KeZHHEHM TREON —FE 4 = HH
T FEN A A B R AR AR = 25 A

Nanjing Tian An International Building (60 %)

Located at the commercial hub of Nanjing City and on the top of a future
subway station, the podium levels with a total GFA of 50,100m?> were
completed and leased to a department store. The residential apartments will
be completed in September 2003. Out of the 160 units of residential
apartments offered for pre-sale, 100 units were sold on the first day of sale
which is a remarkable record in Nanjing City. It is expected that all residential

units will be sold out in 2003.

Wuxi Redhill Peninsula (95%)

This development project is located at the bank of the Wu Li River in the
Tai Lake district. A land area of 88,000m? was approved for residential
development with a total GFA of 109,800m?. Phase I has been completed
and 77% was sold by the end of 2002. Construction work for Phase II is in
progress and is expected to be completed by mid-2004.

Changzhou New City Garden (90 %)

The second lot of the second phase and the part one of first lot of the third
phase, consisting of approximately 46,000m* of GFA, were completed in
2002 of which 85% was sold. The part two of first lot and second lot of the
third phase of approximately 36,700m?> GFA will be completed in June 2003
and June 2004 respectively. Of which, 21% has been sold.

Changzhou Riverside Garden (51%)

Located on the riverside occupying a site of 38,700m?, this project has a
total GFA of approximately 74,000m>. The first two phases, consisting of
40,300m?, were completed and fully sold. Construction work for the third
phase of this project consisting of a total GFA of 31,100m> commenced in
January 2002 with 37% sold.

Northern China

Beijing Fu Hua Building (70% of total GFA)

This premium residential project is located at the Chaoyang District to the
west of Chaoyang Park and adjacent to the Embassy area. The site has an
area of 6,555m? with a total GFA of 41,800m>2. Construction work for the
project commenced in March 2002 and will be completed in the third quarter

of 2004.

18



R R 2 W K L

Dalian Tian An Tower

T AE [

Changzhou Riverside Garden

& %30
Shenzhen Jun An Garden



EEEN®R DN )

Tian An China Investments Company Limited Annual Report 2002

MANAGEMENT DISCUSSION AND ANALYSIS (continued)

RERXRZEBRAE (100%)

% T G e 1 K R Z ST 4,420 OF oK
b A R T L AT JCCHE S
WA g R R R EE M —
A T TR £ 66,4007 7 K R AL R =
BB T R TS R o RO B A —F
FZAEFLA 2R T BT &8 E2% -

REXZBERE (60%)

T A 7 A K AR K B 0T BH A R 0 0 =
MAETEIHEH - — D M Fa -
55 7 M TR KR T T R 28,5001 5 K
R R =ik T 3400 &
o

REXZHE—4 (100%)

B A T TE E AR R E T i
2 BA BE 18 1A 5 4k #8.520,000°F 7 K > 40 g 4
T % £ 590,000°F J5 K - 5% 15 H # 73 11 BA
5 1 DR A SR AR 49 93,700°F 1 K
Horh64,100°F 5 K B B E AR R B
To

E@BE

RINME R (65%)

A7 7 B B e AR 2 WA > A b % 14,500
ST oK AT AT B T R 34,772 T oK o 5%
HHOR -FZ FENARL-BE %
TR ML E175EE TS (F 2T
EEEZ60% -

FYI KR BIEH (50%)

AL A GEINTT Ao i » 250 200 VR I i T < L 4%
B o K B IE H Al Hh £1300,000°F 75 K 5 44
R T THT AR 2 SO °F- 77 K DA I o L BTG 3R £
L2 WA BB KR RS
Z T RE € T SR IR B o

Dalian Tian An Tower (100%)

Situated in the city centre next to the Dalian Railway Station and the Victory
Square on a site of 4,420m?, this 55-storey tower is one of the prime office
towers in Dalian. A total GFA of 66,400m? provides prime office spaces and
commercial areas. With 22% sold, the project is scheduled to be completed

by September 2003.

Dalian Tian An Seaview Garden (60%)

This high-class residential project is located in the Dalian Economic &
Technology Development Zone. The first phase has been completed and
sold out. The second phase consisting of a total GFA of 28,500m?> will be
completed by mid-2003, of which 34% has been sold up.

Changchun Tian An City One (100 %)

This prestigious residential project is situated within the Changchun High-
technology Industrial Development Area. Erected on a site of 520,000m?,
the project with a total GFA of about 590,000m? will be developed by
stages. Phase I of this project consists of a total GFA of 93,700m? of which
64,100m? has been completed at the end of 2002.

Southern China

Shenzhen Jun An Garden (65%)

Adjacent to the Honey Lake, in a premium apartment area, this project
occupies a site of 14,500m?> with a gross residential area of 34,772m>. The
project was completed in August 2002. As at the end of 2002, 175 units

were sold, accounting for 60% of the total units.

Shenzhen Tian An Cyber Park (50%)

Located at the heart of Shenzhen and next to the Shenzhen Golf Club, this
substantial project occupies a site of 300,000m> with a total GFA of more
than 800,000m? and consists of industrial/office buildings, cyber technology
buildings, high-class residential apartments, a multi-function clubhouse and

a technology service centre.

20



REZFERERRDA

—ET_FFR

Wi R AR TR R BOR IRE RO A A
T A1 A% %% 86,000°F J5 K » T 45 # A 8 65
WRTHEERNEEY RO 2HEE &
T B T T RE B ORI BT - A
21,000°F- 75 oK » BLIE #HEAT 45 AH

A 30,570 7 K AR A8 T 1 R 2 KB
B EGRE R LEER EE=FK
SE T i BT S AE TR AR T

A58 Bz B 35 55 1 1970,000°F 7 K 48 4

EHBEMRASFELAH T BHatn - 2%
e e e

MERXRZEERE (30%)

A7 17 i Ik RO R D A A A L E A
9% D 2 AT % B D 9 AR X 2 N i Sl
il 75 5% it o 1 0 TR AR T 18 FE 43,0007
TR BTN R 43% B e i U TR
TN ZFF WA\ H T8

2. FEYERE

EMNRZE T ES
(AIBEMBEREE) &
EMNRZHEHEE (100%)

& b T A 25 6,800°F 5 oK > w% + I g R R R
S5 RN ) 7 B~ 1 R AN I R —
B GEARTERB-E—2H T M A
MAEMBH O R —FF A FIRTR 1
SR T AR R R AR
HE T

T s R AR H B GG A Ty
AR L554% o BEESFE—MEBEAF
B 2 0 I 4% 3 A 4 RSO > T A Rt
I

= IE Jﬁ A-_J. afd & *ﬁ' (%
MANAGEMENT DISCUSSION AND ANALYSIS (continued)

The Cyber Times Building, with a total GFA of 86,000m?, was completed in
2002. All office areas offered for sale were sold within the first offering
day. The remaining office areas are strategically held. The leasing of the

shopping arcade with total GFA of 21,000m? is continuing.

The Tian An New Technology Plaza Service Centre, with a total GFA of
30,570m?, is scheduled to be completed by the end of 2003. Pre-sale will
start in the second half of 2003.

The construction work of Phase II of the Tian An Innovation Science &
Technology Plaza of a total GFA of 70,000m? will commence in May 2003
and it is expected to be completed in 2004.

Nanhai Tian An Hung Kai Garden (30%)

Located in the Nan Guo Peach Garden resort area, the 900mou-site will be
developed into a low-density residential complex with vacation amenities.
The first phase consisting of a total GFA of 43,000m? was completed, of
which 43% was sold. The second phase is expected to be completed in

August 2004.

2. MAJOR PROPERTY INVESTMENTS

Changzhou Tian An City Plaza

(Formerly as Changzhou International Commercial Plaza) and
Changzhou Tian An City Hotel (100 %)

Having a site area of 6,800m?, this 14-storey building comprises a large
shopping mall, first-class offices and a hotel. The construction and fitting-
out works for first to twelfth floors were completed at the end of 2002.
Construction work for the 13th and 14th floors will be started in March
2003.

The hotel was operated in April 2002 and the average occupancy rate is
54%. With the launch of a new department store and the provision of
recreational facilities during the year, it is expected that occupancy rate will

improve.
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Hangzhou Union Centre (53%)
This six-storey commercial building is for rental purposes and with a total
GFA of 7,600m? is located in the city centre of Hangzhou with a spectacular

view of the West Lake. The average occupancy rate in 2002 was 84%.

Wuxi Tian An Building (95%)
Located at the centre of Wuxi, this project is a residential/commercial

complex. The current occupancy rate of the building is 44%.

Beijing Lakeside Garden (100 %)

This low-rise deluxe apartment complex is located at the Chaoyang District
near the west entrance of the Chaoyang Park and adjacent to the No. 2 and
No. 3 Embassy areas. The Group acquired 40 units with a total GFA of
6,188m? in October 1997. Up to the end of 2002, 13 units with a total GFA
of 2,158m? were sold. The remaining units were temporarily for leasing

purposes.

Beijing Tian An Building (40%)
With a total GFA of over 9,700m?, this office building is located at a prime

site near the Beijing Hotel. The average occupancy rate for 2002 was 96%.

Tianjin International Building (25%)
Among the best office/apartment buildings in town, the property maintained

an average occupancy rate of 79%.

Shenzhen Tian An International Building (50%)

The building was refurbished into a prime office building in the first quarter
of 2002. After refurbishment, the respective occupancy rates of the offices
and the shopping arcade were in average of 85% and 62%. The commercial
value of the building is expected to be further enhanced as the district where
it is located has been zoned as commercial centre under Shenzhen’s town

planning policy.

Guangzhou Parkview Square (48.75%)
With a total of 230 units of offices/serviced apartments and situated at the
heart of the traditional economic and political centre, the hotel managed to

achieve an average occupancy rate of about 74% in 2002.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

3. OTHER INVESTMENTS

Shanghai Allied Cement Limited (54.77 %)

The Group acquired a controlling interest in Shanghai Allied Cement Limited
(“SAC”) in 2001. SAC is a listed company on the Hong Kong Stock
Exchange. The principal activities of the SAC Group is manufacturing and
distribution of high-grade cement, clinker and ceramic tiles, trading of granite,
marble and other building materials, as well as engineering design and

construction.

The Group envisages that, being a building materials provider, the SAC
Group will enable the Group to have a better control over its source of

building materials and costs in the long term.

For the twelve months ended 31st December, 2002, the SAC Group recorded
a net profit of HK$45,082,000. SAC is expected to contribute steadily to the
Group’s profit.

Fuzhou Summit Golf Country Club & Dengyun Resort (48%)

Built on a site of approximately 2,500,000m?, the development consists of
an 18-hole golf course, driving range, clubhouse, villas and other deluxe
living amenities. Together with the increase in membership, the number of
members visiting the golf course increased over the year giving rise to the
need to enlarge the clubhouse’s service areas. The enlargement of the service

areas is due to be completed in April 2003.

Zhaoqing Resort & Golf Club (40.38%)

The total membership as at the end of 2002 reached 1,154. The club hosted
a total of 23,702 games during the year representing an increment of 20%.
During the year, several recreational facilities were added to strengthen its

services as a resort.
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