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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 2006. For the year under review, the Group recorded a turnover of
HK$ 1,080 million, representing an increase of 60 per cent. (2004/05:
HK$676 million) and a consolidated net profit attributable to shareholders of
HK$21 million, a healthy turnaround as compared to a loss of HK$22.5
million last year.

DIVIDEND

The Board considered that more earnings 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 2006 (2004/
05: Nil). No interim dividend was paid for the six months ended 30
September 2005 (2003 ,/04: Nil).

BUSINESS REVIEW

Hong Kong Market

During the year under review, the Hong Kong economy continues ifs recovery
cycle with a GDP growth of 7.3% in 2005 and 8.2% in the first quarter of
20006. However, the outlook of the local market is yet fo be seen as it is
clouded by the global factors of surging oil prices and rising inferest rates.
Nevertheless, as the market leader in the foundation industry, the Group will
continue to ride on its competitive edge and capitalize on coming
opporiunities.

Foundation Piling

During the year under review, turnover of the foundation division increased by
85% to HK$793 million while net contribution made a turnaround to HK$22
million. Approximately 64% of the Group's contracts during the year under
review were from the private secfor while the remaining were from the public
sector. The Group's major contracts on hand include, infer alia, HSBC Building
in Tseung Kwan O, Housing Authority's Upper Wong Tai Sin Estate Phase 3
and the recently awarded Venetian Parcel 2 project and Venetian Parcels 5
and 6 project in Macau. With a solid booming consfruction market in Macau
as a backdrop, the Group expects the foundation division to perform well in
the financial year ending 31 March 2007.
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BUSINESS REVIEW (Cont'd)

Other Construction Related Sectors

During the year under review, the turnover of the Group's electrical and
mechanical engineering division and building construction division increased
by 37% to HK$ 172 million while operating profit increased by 1.9 times to
HK$7.7 million. With a lean and efficient structure, the divisions remain to be
competitive in the industry and are expected to bring profitable refurns fo the
Group.

With the successful implementation of the Group’s market strategies, the
machinery hiring and trading division made a healthy turnaround and
recorded a turnover of HK$20 million and a contribution of HK$3.4 million
during the year under review. With an optimal fleet and a lean structure, the
Group expects the division fo bring positive contribution in the coming year.

PRC Market

Shanghai and Tianjin, the two cities where the Group's property projects are
located, continue to rank among the highest growth cities in China. In 2005,
China's GDP grew 9.9% to over Rmb 18,232 billion with a per capita GDP of
Rmb13,985. Shanghai recorded a GDP growth of 11.1% to Rmb914 billion
with a per capita GDP of over Rmb5 1,583 while Tianjin experienced a GDP
growth of 14.5% to Rmb366 billion in 2005 with a per capita GDP of
Rmb35,457.

Property Investment and Management

The Group's experienced property management feam confinues to play a key
role in enhancing the value of our investment projects. With the growing influx
of expatriates into China, the demand for quality service apartments is
immense. Leveraging on its renowned high standard and distinguished
services, the Group's service apartments in Shanghai, China Garden and
Aidu, have continued fo enjoy satisfactory growth and high occupancy level.

During the year under review, Tianjin International Building (“TIB”) continues to
command the highest renfal in Tianjin and enjoy a high occupancy rate. The
renovation of TIB's service apartments is well underway and the market
response of the newly refurbished apartments is overwhelming. With the
"Bohai Sea Rim Economic Circle" becoming the latest economic engine in
China, Tianjin is expected to be boosted by growing domestic and foreign
invesiments. TIB, being the landmark building located in the heart of the city, is
well positioned fo benefit from the forthcoming growth in Tianjin.
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BUSINESS REVIEW (Contd)

Property Investment and Management (Cont'd)

The outlook of the Group's investment properties in China is favoured by the
confinuous strong GDP growth in China and the potential appreciation in
Renminbi.

Property Development

The sudden massive influx of capital into China has caused a temporary
indigestion fo its semi-open monetary system. As a result, the central
government has recently announced a series of responsive measures with the
farget fo discourage short sighted investment behaviour in various economic
sectors. Such macro-economic controls will undoubtedly cast a negative
impact on the property market but in the medium to long run, they will govern

and direct the market towards a more healthy and stable environment.

The Waterfront, a downtown residential development along the enchanting
Suzhou river in Shanghai, commenced its pre-sale in the middle of June 2006.
A tofal of 113 units were launched and despite the ausferity measures which
1 June 20006, more than one-third of the units were sold. With a
147,000 sqm, The Waterfront is being developed fo a
mid-upper class residential complex to

started on
fotal area of about 1
taling 993 units and will offer a wide
range of club facilities and services o ifs residents. The first phase of the
project is expected to be completed in the second half of 2007. With the
positive market response of its first launch endorsing ifs prime location, stunning
river view and direct access to the mass transit and light rail stations etc., the
Group is confident in the future launches of its other towers. The Waterfront by
any means is a new milestone for the Group.

ENE The Waterfront
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BUSINESS REVIEW (Contd)

Property Development (Cont'd)

In China's 11th Five Year Plan (2006-2010), Tianjin's Binhai New Area has
been designated by the State Council as an experimental zone for
comprehensive reforms and will be built into a third economic powerhouse
affer Shenzhen and Pudong of Shanghai. In addition, Tianjin's development
and integration with Beijing and Hebei Province are also being sef as a
national development priority. With such committed support from the central
government, the economy of Tianjin is expected to grow at a much faster
pace. The Group is thus optimistic on ifs residential development project along
Tianjin Haihe River, with a total area of about 75,000 sqm, which has
commenced works and is expected fo launch its pre-sale program in the first
half of 2007 .

PROSPECTS

The unprecedented construction boom in Macau has definitely opened a new
doorway for the Group. As one of the first movers, our Group has now
established a strong foothold and sound reputation in Macau. With the
casinos, hotel operators and the Macau government planning to invest billions
of dollars fo turn Macau info “Asia’s Las Vegas”, our Group is well poised fo
further capitalize on the coming opportunities and its rapid development.
Apart from Macau, the Group will continue to leverage on its established
leadership in the foundation indusiry in Hong Kong and is cautiously optimistic
about the overall prospects of its foundation division.

The macro-economic measures instituted in the property sector by China's
central government offer both opportunities and challenges. While the tax
measures, credif fightening and restrictions on over concentrated investments
will slowdown the momentum of the property market in the near term, the long
term effect of such policies will in fact benefit proper long term players since
the property market will steer away from unhealthy development caused by
foul play in the industry. With the liberalization of the market under WTO,
rising affluence and strong GDP growth, the Group remains confident in the
property market in Shanghai and Tianjin and expects the two development
projects fo generate good eamings for the future financial years.
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FINANCIAL REVIEW

The Group continues to adopt a prudent financing policy and sustain a sound
capifal structure with healthy cashflow. As at 31 March 2006, the Group's
cash on hand was approximately HK$240 million (31 March 2005:
HK$ 138 million) while total assets and net assets [excluding minority interests)
were approximately HK$2,286 million (31 March 2005: HK$ 1,868 million)
and HK$606 million (31 March 2005: HK$554 million) respectively. As at
31 March 2006, the Group's working capital amounted to HK$ 184 million.

The Group's net borrowings were HK$4 18 million as compared to HK$257
million in the previous period. Net debt to equity (includes minority inferests)
gearing ratio was 38 per cent. as compared to 25 per cent. last year. As at
31 March 2006, contingent liabilities increased from HK$4 1 million to
HK$76 million in relation to guarantees of performance bonds while certain of
the Group's non-current assets with a book value of approximately HK$604
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 ifs PRC properties.

EMPLOYMENT AND REMUNERATION POLICIES

The Group, including its subsidiaries and joinf ventures in Hong Kong and the
PRC, employed approximately 990 employees as at 31 March 2006. 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 include provident fund, medical insurance and
fraining. 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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AUDIT COMMITTEE

The Group's Audit Committee has adopted new terms of reference on 20
September 2005 in order to comply with the requirements of the code
provisions of the Code. The Group's Audit Committee comprises three
members, Mr. Fan Chor Ho Paul, Mr. Chau Cham Son and Mr. Tse Man Bun,
who are independent non-executive directors of the Company. The Group's
Audit Committee has reviewed with management the accounting principles
and practices adopted by the Group and discussed the auditing, internal
control and financial reporting matters including the review of the Group's
audited results for the year ended 31 March 2006.

REMUNERATION COMMITTEE

The Company esfablished a Remuneration Committee on 20 September 2005
in accordance with the requirements of the Code. The Remuneration
Committee comprises two independent non-executive directors, namely Mr.
Fan Chor Ho Paul, Mr. Tse Man Bun and one executive Director, Mr. Francis
Cheung.

APPRECIATION

On behalf of the Board, I would like to express my sincere gratitude fo 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, 28 July 2006
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