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CORPORATE GOVERNANCE REPORT

The Company is committed to maintaining good corporate governance and
has adopted the code provisions sef out in the Code on Corporate
Governance Pracfices (the “Code”) in Appendix 14 of the Rules Governing the
Listing of Securities [the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited. For the financial year ended 31 March, 2007, the Company has
complied with the Code save as disclosed in section F below.

(A) BOARD OF DIRECTORS

The board of directors (the “Board”) oversees the management, business,
strategic directions and financial performance of the Company and its
subsidiaries [the “Group”]. It has delegated the day-to-day responsibility
to the executive directors of the Company (“Directors”) and senior
management who perform their duties under the leadership of the
Managing Director. At the time of delegation, the Board gives clear
directions to Executive Directors as o the matters that must be approved
by the Board before decisions can be made on behalf of the Group.

(B) BOARD COMPOSITION

The Board comprises a total of nine Directors, with six Executive
Directors, being Mr. Francis Cheung, Mr. Fung Chiu Chak, Victor, Mr.
David Chien, Miss Jennifer Kwok, Mr. Chiu Chin Hung and Mr. Wong
Kay and three independent Non-executive Directors, being Mr. Fan Chor
Ho, Paul, Mr. Chau Cham Son and Mr. Tse Man Bun.

The Company has received the annual written confirmations of
independence from all the independent Non-executive Directors in
accordance with Rule 3.13 of the Listing Rules. The Board is of the view
that all the independent Non-executive Directors are independent in
character and judgement and that they all meet the specific
independence criteria as required by the listing Rules.

The Board members have no financial, business, family or other
material /relevant relationship with each other.
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(C)

(D)

CHAIRMAN AND MANAGING DIRECTOR

There is a clear division on the roles of chairman and managing director
which are performed by different individuals. This ensures a balanced
distribution of power and authority.

Mr. Francis Cheung, the Chairman of the Board, is responsible for the
formation of the Group's strategies, overall policy making, and direction
of its business development. He is also responsible for the leadership and
effective running of the Board and ensuring that all significant and key
issues are discussed and where required, resolved by the Board in a
timely manner.

Mr. Fung Chiu Chak, Victor, the Vice-Chairman and Managing Director
of the Company, is responsible for the strategic planning as well as the
general and project management of the Group. He is also responsible
for implementing the Group's strategy fo achieve business objectives with
the assistance of the Executive Directors and the senior management.

BOARD PROCEEDINGS

The Board meets at least four times a year and additional meetings will
be held as and when required. During the financial year ended 31
March 2007, the Board held four meetings (save for the executive Board
meetings held between the Executive Directors during the normal course
of business of the Company).

The attendance of each Board member is as follows:

H R E
Attendance
Executive Directors
Mr. Francis Cheung (Chairman) 4/4
Mr. Fung Chiu Chak, Victor
[Vice-Chairman & Managing Director) 4/4
Miss Jennifer Kwok 4/4
Mr. Chiu Chin Hung 4/4
Mr. David Chien 4/4
Mr. Wong Kay 4/4
Independent Non-executive Directors
Mr. Fan Chor Ho, Paul 4/4
Mr. Chau Cham Son 3/4
Mr. Tse Man Bun 4/4
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(D) BOARD PROCEEDINGS (Cont'd)

(E)

The Company Secrefary assists the Chairman in establishing the meetfing
agenda and each Director may request inclusion of ifems in the agenda.
A notice of at least 14 days is given to all Directors for all Board
meetings. Relevant information is circulated to all Directors normally three
days in advance of the Board meetings.

All Directors have access to the advice and services of the Company
Secretfary of the Company to ensure that board procedures and all
applicable rules and regulations are followed. The Directors (including
the Audit Committee and Remuneration Committee), in appropriate
circumstances, will seek independent professional advice to assist them
fo discharge their duties and responsibilities at the Company’s expense.

Board and committee minutes are recorded in appropriate details and
draft minutes are circulated fo all Directors and committee members for
comments before being approved by the Board and committee. All
minutes are kept by the Company Secretary and are open for inspection
by the Direcfors.

APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The Company has a formal, considered and transparent procedure for
the appointment and removal of Directors. During the year ended 31
March 2007, the Company has complied with the Code save for the
following deviations from Code Provisions A.4.1 and A.4.2.

(il Code Provision A.4.1 stipulates that non-executive
directors should be appointed for a specific term, subject
to re-election.

Independent Non-executive Directors are not appointed for a
specific ferm but are subject to retirement by rotation and re-election
at the annual general meeting in accordance with the Bye-Laws of
the Company. As such, the Board is of the view that the
independent Non-executive Directors do not have to be appointed
for a specific ferm.
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(E) APPOINTMENT, RE-ELECTION AND REMOVAL OF

(F)

DIRECTORS (Cont'd)

(i) Code Provision A.4.2 stipulates every director should be
subject to retirement by rotation at least once every three
years.

According to the Bye-laws of the Company, one third of the
directors shall refire from office by rotation at each annual general
meeting, provided that notwithstanding anything therein, the
chairman of the Board or the managing director of the Company
shall not be subject to refirement by rotation or be taken into
account in defermining the number of directors to retire. As
continuity is a key factor fo the successful long term implementation
of business plans, the Board believes that the roles of the chairman
of the Board and the managing director of the Company provide
the Group with sirong and consisfent leadership and allow effective
planning and execution of long-ferm business strategy. As such, the
Board is of the view that the chairman of the Board and the
managing director of the Company should not be subject to
retirement by rotafion.

RESPONSIBILITIES OF DIRECTORS

The Directors acknowledge their responsibility for preparing the financial
statements for the year ended 31 March 2007.

Every Director is required to keep abreast of his/her responsibilities as a
Director and of the conduct, business activities and development of the
Group. On appointment, new Directors will receive a comprehensive,
formal induction on the Group's business and his/her responsibilities as a
Director.

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers in Appendix 10 of the Listing Rules ("Model
Code”") as the code of conduct regarding directors’ securities
fransactions. Having made specific enquiry, all the Directors have
confirmed that they have fully complied with the required standard set out
in the Model Code for the year under review.
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(G) BOARD COMMITTEES

The Board has established an Audit Committee and a Remuneration
Committee but the Company has not formed a Nomination Committee.

Audit Committee

The Audit Committee was first established in 1999 and has adopted
new terms of reference in 2005 in order to comply with the requirements

of the Code.

The Audit Committee is responsible for reviewing and supervising the
financial reporting process and internal control system of the Group,
reviewing the Group’s financial information and compliance and
providing advice and comments o the Board.

The Audit Committee comprises three members, namely, Mr. Fan Chor
Ho, Paul, Mr. Chau Cham Son and Mr. Tse Man Bun, who are
independent Non-executive Directors. Each member of the Audit
Committee possesses in-depth experience in his own profession. M. Fan
Chor Ho, Paul and Mr. Tse man Bun possess appropriate accounting or
relevant financial management expertise and meet the requirements of
Rule 3.21 of the Listing Rules. The Company Secretary is the secretary of
the Audit Committee

During the financial year ended 31 March 2007, the Audit Committee
held two meetings. The attendance of each committee member is as
follows:

R E

BUFHITESE Independent Non-executive Directors Attendance

SBEERE M:r. Fan Chor Ho, Paul 2/2
(BEZEEEE) (Chairman of the Audit Committee)

[E & Mr. Chau Cham Son 1/2

MW & Mr. Tse Man Bun 2/2
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(G) BOARD COMMITTEES (Cont'd)

During the year, the works performed by the Audit Committee were
mainly sef out below:

(a) reviewed the Group's interim results for the six months ended 30
September 2006 and final results for the year ended 31 March
2007

(b)  reviewed with the external auditors on the financial reporting of the
Group;

[c] reviewed with the management the accounting principles and
practices adopted by the Group and discussed with the
management in relation to auditing, system of infernal control, and
financial reporting matters; and

(d)  reviewed the connected transactions entered into by the Group
during the year and made recommendation to the Board on the re-
appointment of external auditors and reviewed and approved the
remuneration of external auditors.

Remuneration Committee

The Remuneration Committee was established in 2005 with specific
terms of reference in accordance with the requirements of the Code. It is
responsible for making recommendations fo the Board on the Company’s
remuneration policy and structure for all Directors and senior
management and is delegated by the Board the responsibility to
defermine specific remuneration packages for all Executive Directors and
senior management of the Company. The Group's remuneration policies
are primarily based on prevailing market salary levels and the
performance of the respective companies and individuals concemed.

The Remuneration Commitiee comprises an Executive Director, Mr.
Francis Cheung and two independent Non-executive Directors, namely,

Mr. Fan Chor Ho, Paul and Mr. Tse Man Bun.
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(G) BOARD COMMITTEES (Cont'd)

(H)

During the financial year ended 31 March 2007, the Remuneration
Committee has held two meetfings and the attendance of each committee
member is as follows:

R
Attendance
Directors
M:r. Francis Cheung 2/2
(Chairman of the Remuneration Committee)
Independent Non-executive Directors
Mr. Fan Chor Ho, Paul 2/2
Mr. Tse Man Bun 2/2

During the year, the Remuneration Committee has reviewed the
remuneration policy and recommended the remuneration packages and
discrefionary bonuses of the Executive Directors and senior management
for the Board's consideration.

EXTERNAL AUDITORS

The responsibilities of the external auditors with respect to the financial

statements of the Company are sef out in the “Report of the Auditors” on
pages 29 and 30.

During the financial year ended 31 March 2007, the Group was
charged HK$ 1,750,000 for auditing services and a total of
HK$ 150,000 for non-auditing services by the Company's auditors, Erst
& Young. Details of the non-auditing fees are as follows:

Review of interim results HK$93,000
Review of compliance of financial covenants HK$5,000
Review of ongoing connected transactions HK$8,000
Certification of Form A under ORSO

in respect of defined contribution

provident fund scheme HK$5,000
Toxation services HK$39,000
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INTERNAL CONTROL

The Board has overall responsibility fo ensure that the Group maintains
sound and effective controls to safeguard its assets and the investments of
the shareholders of the Company. The Board and the Audit Committee
conduct annual review of the effectiveness of the internal control system
of the Group covering the financial, operational and compliance controls
and risk management functions. Based on the assessment made by the
senior management of the Group, the Board and the Audit Committee
consider that the Group's infernal control systems are effective and
adequate for ifs present requirements.

COMMUNICATIONS WITH SHAREHOLDERS OF THE
COMPANY

The Company maintains a high level of fransparency in communicating
with shareholders of the Company. Information of the Group's
performance, business strategies, developments and prospects is
provided in the Company's interim and annual reports. Shareholders of
the Company are encouraged to attend the annual general meeting and
general meetings of the Company which offer forums for communications
with the management. The chairman of the Board, the chairman of the
Audit Committee and the chairman of the Renumeration Committee
attended the 2006 annual general meeting and were available to
answer questions.

The Company has ensured that each substantially separate issue will be
dealt with at general meetings by way of a separate resolution.

Shareholders of the Company are informed of the procedure and their
rights to demand a poll. The Company will ensure compliance with the
requirements about voting by poll contained in the Listing Rules and its
Bye-laws. The procedures for voting by poll are set out in the Company's
circular relating to the general meeting and will be explained during the
meeting before voting on the resolufions.

The Company has also maintained a website (www.tysan.com| to keep
the shareholders of the Company and the investing public informed of
our latest business development, results announcements, financial
reports, other announcements, circulars and other relevant shareholder
information.






