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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 2004. For the year under review, the Group's turnover
was HK$703 million (2002/03: HK$ 1,225 million) while consolidated
net profit attributable to shareholders was HK$15.9 million
(2002/03: HK$19.4 million).

DIVIDEND

The Board considered that more eamings should be retained for internal
resources. As such, it was resolved that no recommendation for the payment of
a final dividend would be made for the year ended 31 March 2004 (2002/
03: Nil). No interim dividend was paid for the six months ended 30
Sepfember 2003 [2002,/03: Nil).

BUSINESS REVIEW

Hong Kong Market

During the beginning of the financial year, Hong Kong's economy was
depicted by persistent deflation, high unemployment rate, outbreak of SARS
and general loss of confidence. Such unpleasant factors choked economic
activities and suffocated many business sectors. Fortunately, the economic
sentiment improved towards the later half of the financial year as the global
economy showed continuous growth while the government injected a series of
boosters to stimulate Hong Kong's economy.

Foundation Piling

It was a competitive year for the foundation industry. During the year under
review, turnover of the foundation division was HK$38 1 million while net
contribution before depreciation was HK$ 16 million. Approximately 53% of
the Group's contracts during the year under review were from the private sector
while the remaining were from the public sector. The Group's major contracts
on hand include, infer alia, Route 9 — Lai Chi Kok Road, Liv Chong Hing Bank
Building and the recently awarded HK$ 122 million contract of Stonecutters
Bridge. With the gradual recovery of the prolonged downturn of the property
market, the foundation industry is expected to follow its footprint.
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CHAIRMAN’S STATEMENT

Other Construction Related Sectors

During the year under review, the turnover of the Group's electrical and
mechanical division and building construction division amounted to HK$205
million while operating profit was HK$4 million. With its lean and efficient
structure, the Group continues to expect profitable refurns from the divisions
despite a competitive and difficult environment.

The Group's machinery hiring and trading arm recorded a turnover of HK$15
million with major contribution from the tower cranes market. Though the
division still suffered a loss, the tower cranes rental market has gradually
improved. As planned, the division has successfully downsized its fleet fo its
opfimal level and thus is now in a “fit shape” to compete in the market.
Furthermore, it is steadily building up its frading activities with other Asian
countries which include Korea, Japan, Taiwan and Thailand.

PRC Market

Tysan Group's investment and development properties in China are located in
Shanghai and Tianjin. In 2003, China’s GDP grew 9.1% to over US$ 1,400
billion with a per capita GDP of US$1,090. It was the first time that China's
per capita GDP exceeded US$1,000. Shanghai, being the commercial and
financial center of China, recorded a GDP growth of 11.8% to US$75 billion
in 2003 with a per capita GDP of over US$5,600. Tianjin, on the other hand,
experienced a GDP growth of 14.5% to about US$29 billion in 2003 with a
per capita GDP of over US$3,100.

Property Investment and Management

Given the rising number of business activities in Shanghai, there is an
increasing demand for quality service apartments. During the financial year
under review, both the rentals and occupancies of our service apartments,
China Garden and Aidu, have enjoyed satisfactory growth. In anticipation of
growing competitiveness in Tianjin as a result of the city's recent accelerating
growth and development, we have recently renovated Tianjin International
Building’s main lobby and office floors with state of the art design. Though
Tianijin International Building continues fo stand head and shoulders above the
competition and commands the highest rental rates in Tianjin, we will revamp

allits service apartments to ensure opfimum return on the property.
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Property Development

With our technical expertise in construction project management, the success
of our development projects, Talent Court and Tiffany Court in Shanghai, our
Group has successfully established and positioned ourselves as a high quality
medium size developer in Shanghai with major focus in the residential market.
Our development project, with a tofal area of about 150,000 sqm, is located
in Shanghai’s Putuo district overlooking Suzhou river. This site will be
1,100 units. In

addition fo its prime location, fransportation is also extremely convenient as it is

developed into a high quality residential complex with about

right next fo a light rail station and there will be a subway station right outside
the site. The project will be developed in 2 phases and the first phase will
commence in the second half of 2004 while presale will be scheduled a year

later in the second half of 2005.

As planned, the Group acquired a new site in Tianjin's key development area:
the Haihe River Project area. As the city government has made a strategic
decision fo transform the areas along the Haihe River area to a modemn
economic, scenery and cultural belt which is expected to become the
landmark of Tianjin, our site is thus situated at a prime and great potential
location. With a total area of about 75,000 sqm, it will be developed into a
high quality residential complex with over 600 units. The project will be
developed in 2 phases and the first phase will commence in the second half of
this financial year while presale will be scheduled a year later

PROSPECTS

The outlook of the construction industry relies heavily on the economic
atmosphere in Hong Kong. With the support of the central government through
the signing of the Closer Economic Partnership Arrangement (CEPA] and the
relaxation of travel restrictions for individuals wishing to visit Hong Kong, the
overall sentiment in Hong Kong has indeed strengthened. One key indication
is the recent rebound in the property market. Furthermore, the recent upgrade
on Hong Kong dollar by Standard and Poor’s from “negative” fo “stable” also
signifies the refurn of international confidence and thereby officially closes the
chapter of the "doom and gloom period”. So far as the economy continues fo
sustain ifs path of recovery, the construction industry will gradually recuperate
and the Group, being the top leading foundation company in Hong Kong, is
bound fo capitalize on such opportunities.
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PROSPECTS (Cont'd)

Despite the central government's prompt austerity measures to control the over
concentration of investments in certain business and geographical areas, we
are of the view that China’s economy will continue fo grow at a healthy pace.
With the opening up of the market due to WTO requirements, China will
continue fo attract foreign investments en masse. Shanghai and Tianjin, both
being municipalities directly under the Central Government and at the same
time among the highest GDP growth cities in China, will bound to contfinue
their leadership position in China’s economic development. leveraging on our
established presence in China since the mid-1990s, we are confident in the
immense prospects of our property business in China.

FINANCIAL REVIEW

The Group continues fo adopt a prudent financing policy and sustain a sound
capital structure with healthy cashflow. As at 31 March 2004, the Group's
cash on hand was approximately HK$86 million (31 March 2003: HK$ 141
million) while total assets and net assets were approximately HK$ 1,776
million (31 March 2003: HK$ 1,718 million) and HK$662 million (31 March
2003: HK$642 million) respectively. The drop in cash was primarily due to
the increase in investment in property projects in the PRC. As at 31 March
2004, the Group's working capital recorded a net liability of HK$ 11 million.
This situation will be rectified as the Group has already arranged to replace
short term bank borrowings by long term bank loans which will be in place

before September 2004.

The Group's net borrowings were HK$250 million as compared to HK$ 191
million in the previous period. Total liabilities to total assets gearing ratio was
mainfained at the prudent level of 31 per cent. as compared to 33 per cent.
last year. As at 31 March 2004, contingent liabilities decreased from
HK$ 156 million to HK$4 1 million in relation to guarantees of performance
bonds while certain of the Group's fixed assets with a book value of
approximately HK$328 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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EMPLOYMENT AND REMUNERATION POLICIES

The Group, including ifs subsidiaries and joint ventures in Hong Kong and the
PRC, employed approximately 1,000 employees as at 31 March 2004. 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 fraining are provided. In addition, share options may also be granted in
accordance fo the ferms of the Group's approved share option scheme.

APPRECIATION

On behalf of the Board, | would like to express my sincere gratitude to all our
staff for their dedication, hard work and contribution especially during such
challenging period. In addition, we would also like to thank all our
shareholders for their support of the Group.

On behalf of the Board

FRANCIS CHEUNG

Chairman

Hong Kong, 8 July 2004
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