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[ am pleased to present the annual report of Tysan Holdings Limited (the “Company”)
together with its subsidiaries (the “Group”) for the year ended 31 March 2002. For the
year under review, the Group recorded a turnover of HK$1,500 million, representing
an increase of 53 per cent (2001: HK$981 million), and a consolidated net profit
attributable to shareholders of HK$20.2 million, a healthy turnaround as compared to
a loss of HK$4.3 million last year.

DIVIDEND

The Board has resolved to declare a final dividend of 0.4 HK cent (2000/01: Nil) per
share to shareholders whose names appear on the Company’s register of members on
the close of 28 August, 2002. The final dividend will be paid on or before 6 September,
2002. This, together with the interim dividend of 0.4 HK cent (2000/01: Nil) per
share already paid to shareholders on 18 January 2002, will bring the year’s total dividend
to 0.8 HK cent.

BUSINESS REVIEW

Hong Kong Market

Hong Kong’s economy is going through a fundamental structural change and many
industries are in the stage of adjustment and consolidation. Companies downsizing
and restructuring exercise have seriously affected the labour market and unemployment
rate has surged from 4.4% at the end of 2000 to a recent high of 7.4%. The 10-month
freeze of the Home Ownership Scheme flats since September 2001 and the sluggish
property market have undoubtedly cast extra burden to the construction sector. Against
such a bleak backdrop, the Group still managed to make a profit for the year under

review.

Foundation Piling

Foundation Piling is the Group’s core business in Hong Kong. During the year under
review, turnover of the foundation division was HK$1,017 million while net
contribution amounted to over HK$75 million. Approximately 30% of the Group’s
contracts during the year under review were from the public sector while the remaining
were from the private sector. The Group’s major contracts on hand include, inter alia,
Hong Kong Housing Authority’s project in Fanling Area 36 Phases 3 and 4 and Lei
Muk Shue Estate Phase 4. In view of the prolonged downturn of Hong Kong’s economy,
the Group has taken corresponding measures to safeguard its competitiveness in the

market.
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Other Construction Related Sectors

During the year under review, the turnover of the Group’s electrical and mechanical
division and building division increased by 1.5 times to HK$295 million while operating
profit amounted to HK$13 million. With the flexibility in their operating structure,
the Group still expects stable and profitable returns from the divisions despite a dull

setting of the property market.

It has been another harrowing year for the tower cranes market and the prospect for
recovery remains remote. As a result, the Group’s machinery hiring and trading arm
still suffered a loss. For the period under review, the Group has written down the value
of its tower cranes by HK$10.2 million. As planned, the Group has started to downsize
its fleet of tower cranes, reduce costs and expand into other construction equipment

product lines.

PRC Market

The Group’s principal activities in the PRC comprises property investment and
development in Shanghai and Tianjin, both of which are municipalities directly under

the Central Government.

Property Investment

Tianjin is among one of the top percentage GDP growth cities in China. The city has
attracted more new players in recent years which signify opportunities and competition.
In order to maintain its leading position, the Group has just renovated Tianjin
International Building’s main lobby with state of the art design. The feedbacks from
the tenants, who are mostly banks and multinational firms, were overwhelming.
Applying the same management concept, the Group’s service apartments in Shanghai,
China Garden and Aidu, are also being constantly upgraded. As a result, the Group’s
investment properties in Shanghai and Tianjin have continued to enjoy steady recurrent

income and satisfactory occupancy rates.
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Talent Court

Property Development

The Group continues to concentrate to position itself as a medium size developer in
Shanghai with major focus in the domestic residential market. The pre-sale of the
Group’s domestic residential development project in Changning, Shanghai — Tiffany
Court has been very successful and 80% of the units have been sold. As planned, the
project will be completed in December 2002 and majority of the profit will be reflected
in the financial year ending 31 March 2003. To further capture the fast growing property
market, the Group has just secured a site in Shanghai’s Putuo area for the development
of a 180,000 sqm residential complex. It is expected Phase 1 of the project will
commence early next year while pre-sale is expected to be in early 2004.
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FINANCIAL REVIEW

The Group continues to adopt a prudent financing policy and sustain a sound capital
structure. As at 31 March 2002, the Group’s cash on hand amounted to HK$159 million
while total assets and net assets were approximately HK$1,863 million and HK$640
million respectively. Working capital has further improved by about 1.5 times to HK$94
million as at 31 March 2002.

The Group’s net borrowings were HK$312 million as compared to HK$284 million in
the previous period while total liabilities to total assets gearing ratio maintained at
the prudent level of 39.6 per cent. as compared to 35.4 per cent. last year. As at 31
March 2002, contingent liabilities were HK$195 million in relation to guarantees of
performance bonds while certain of the Group’s fixed assets with a book value of
approximately HK$330 million have been pledged to secure certain banking facilities
of the Group. The Group’s bank borrowings were mostly denominated in Hong Kong
dollars but Renminbi loan facilities have also been arranged for its PRC subsidiaries.
Currency exposure in the Renminbi borrowings has been hedged by the Group’s
Renminbi assets and revenue as generated by its PRC properties.
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PROSPECTS

After a decade of frenzied growth, Hong Kong’s property sector is thrown into one of
its worst downturns. Although it still plays a major role in Hong Kong’s economic
matrix, it is apparent that its overall influence on the economic environment is
incomparable to its good old days and any recovery will be gradual. Despite the
government’s recent resumption of the sale of Home Ownership Scheme flats and its
proactive support in infrastructure projects, the impact has been sporadic and a recovery
of the construction industry is unlikely to take root until a medium term. To remain
competitive, the Group will continue to strengthen its operation efficiency and

technical expertise to ensure optimum performance.

Shanghai’s economy has followed an express track in recent years and is expected to
continue with such momentum. It has demonstrated itself as a vibrant, colourful
metropolitan city which is catching the attention of enterprises and investors all over
the world. Besides being the most densely populated city in the PRC, its GDP is also
among the highest in the country. With such assets together with its well regulated
real estate market, fast developing infrastructure network and affordable mortgages,
the potential of Shanghai’s property market is immense. To capture such opportunities,

the Group’s strategy is to invest more of its resources in this promising city.

All in all, the Group is of the view that Hong Kong is its base camp and will remain as
the key player of the Group’s turnover in the short run. Thus, the Group will strive to
sustain its leading position in the foundation market. Shanghai, on the other hand, is
the Group’s growth driver. With the PRC’s entry into WTO, the rules of the game will
be amended and many foreign firms will come into play to tap this oasis. Since the
Group has already built a foothold in the PRC, its market knowledge and experience

will definitely be its competitive edge.

EMPLOYMENT AND REMUNERATION POLICIES

The Group, including its subsidiaries and joint ventures in Hong Kong and the PRC,
employed approximately 1,000 employees as at 31 March 2002. The Group’s
remuneration policies are primarily based on prevailing market salary levels and the
performance of the respective companies and individuals concerned. Fringe benefits
which include provident fund, medical insurance and training are provided. In addition,
share options may also be granted in accordance to the terms of the Group’s approved

share option scheme.
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EE ] APPRECIATION

ANERREFRHB2WE THARFTIHE  On behalf of the Board, I would like to express my sincere gratitude to all our staff for
ZEEHR > hRE S RIS - B AL ER  their dedication, hard work and contribution especially during such challenging period.
RZ > MR OEH - ESREH2#  Inaddition, we would also like to thank all our shareholders for their support of the

e SR A B ] 2 S Group.

K E F R Ay On behalf of the Board
RPETE CHEUNG FRANCIS
B4 Chairman

> “FEFLHARHA Hong Kong, 5 July 2002
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