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2008/2009 Annual Report

| 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 2009. Amidst the background of global economic downturn, the
Group is reporting a year of record profit. For the year under review, the
Group achieved a profit attributable to equity holders of the Company of
HK$347 million, a more than three fold increase (2007/08: HK$ 107
million) while turnover increased by 47 per cent to HK$2,784 million (2007 /
08: HK$ 1,895 million).

DIVIDEND

The Board has resolved to recommend the payment of a final dividend of
HK1.5 cents (2007/08: HK1.5 cents| per share to shareholders whose
names appear on the Company's regisfer of members on 4 August, 2009. An
interim dividend of HK1 cent per share was paid for the six months ended 30
September 2008 (2007 /08: HK1 cent per share|. Subject fo shareholders’
approval af the forthcoming annual general meeting, the proposed final

dividend will be paid on or before 20 August, 2009.

BUSINESS REVIEW

Hong Kong Market

2008 was a bewildered year. Early in the year, oil prices hit US$ 150 per
barrel, gold prices soared to US$ 1,000 per ounce and local steel prices
jumped to over HK$ 10,000 per ton. Then, with the failure of Lehman Brothers
which marked the formal commencement of the global financial crisis, the
world's confidence suddenly collapsed. As a result, Hong Kong's economy
experienced a downturn with GDP declined by 7.8% in the first quarter of
2009.

Foundation Piling

Despite such economic background, the Group's foundation division achieved
remarkable results during the year under review with a tunover of HK$ 1,347
million and net contribution of HK$ 173 million, an increase of 25% and 87%
respectively as compared fo last year. Majority of the Group's contracts were
from the private sector. The Group's major contracts on hand include, inter
alia, K. Wah's joint venture project at Welfare Road, Hong Kong Housing
Authority's project in Shatin ex-police married quarters and Chinese University's
student hostel site B. With established leadership position in the industry, the
Group is confident in its ability to secure a healthy order book in the coming
year.
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Other Construction Related Sectors

During the year under review, the turnover and operating profit of the Group's
electrical and mechanical engineering division and building construction
division was HK$ 135 million and HK$9 million respectively. The Group
expects the building construction division will continue fo contribute positive
return fo the Group.

The machinery hiring and trading division recorded a turnover of HK$ 16
million with an operating profit of HK$6 million during the year under review.
With the gradual pickup of the machinery leasing and trading market, the
Group expects the division to remain stable.

China Market

Shanghai, Tianjin and Shenyang, the three cities where the Group's property
projects are located, continue fo rank among the highest growth cities in
China. In 2008, China’s GDP grew 9.0% to over Rmb30,067 billion with a
per capita GDP of Rmb22,640. Shanghai recorded a GDP growth of 9.7% to
Rmb1,370 billion with a per capita GDP of Rmb72,536. Tianjin experienced
a GDP growth of 16.5% to Rmb635 billion with a per capita GDP of
Rmb55,473 while Shenyang achieved a GDP growth of 16.3% to Rmb386
billion with a per capita GDP of Rmb54,106 in 2008.

Property Investment and Management

The Group's investment properties in Shanghai and Tianjin continue fo enjoy
steady recurrent income and satisfactory occupancy rates. Turnover of the
property investment division during the year under review amounted to

HK$105 million.

With timely upgrading and renovation works, Tianjin International Building,
continued to command the highest rental in Tianjin. With the Beijing-Tianjin 30
minutes high-speed rail being put into service since August 2008, the distance
between the two major centers has become closer which in turn benefit the
overall economic development of Tianjin.

The Group's property management division plays a vital role as it provides
quality services to both our service apartments’ tenants and development
projects’ residents. It is the Group's belief and experience that a distinctive
property management team will benefit both the sales and amplify the value of
the property projects.

Il:.l.
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Property Development

The Group continues fo enjoy the sales derived from ifs property development
project in Shanghai. With the strategic planning of our upcoming projects’
schedules, the Group expects this division to bring in substantial and stable
profit in the coming financial years.

The Waterfront

The Waterfront, a residential development situated along the Suzhou river in
Shanghai, comprises 9 towers of 993 units with a total GFA of about
147,000 sgqm. The Group has so far launched 6 towers of The Waterfront. For
the year under review, a fotal of HK$ 1.2 billion was recognized as revenues
while contribution to profit amounted to HK$570 million. Based on the latest
selling price of about Rmb30,000 per sqm, the remaining unsold area of the
development is worth over HK$2 billion. With the recent central government's
stimulus package, buyers have regained confidence as signified by our recent
increase in sales. Depending on market condition, pre-sale of the remaining 3

fowers of low rise may commence later in the year.
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The Riverside

The Riverside, a downtown residential development along the Haihe river in
Tianjin, comprises 6 blocks of 30-storey towers with a total GFA of
approximately 75,000 sqm. Foundation work was completed and the
construction of 2 residential towers had been completed to roof level while the
other 4 towers were up to about 20th floor. Subject to market conditions and
demand, the Group has scheduled to launch the pre-sale in the coming
financial year.

Shenyang Project

The site in Shenyang is located at Huanggu District with an area of about
41,210 sqm and a GFA of approximately 165,000 sqm. The project is
currently in the planning stage and is intended to be developed into quality
residential and commercial development. With strong execution capability
and experience acquired, the Group is confident of its ability to replicate ifs
successful business model in Shenyang.

PROSPECTS

Over the past few months, global concerted efforts were made to salvage the
financial crisis but the remaining distance to reach smooth sailing is yet to be
seen. However, the Group believes the outlook of the Hong Kong economy
should not be worse than 2008. A vital component for Hong Kong's recovery
is its long term relevance to China's economy which is in a strong position in
regaining its momentum. With the local government's defermination fo
implement massive infrastructure projects, the prospect of the construction
industry is promising. Foundation piling, being the earliest stage of
construction, is thus expected to be the first to benefit in the sector. With proven
frack records and as a leader in the industry, the Group is confident in ifs ability
fo capture the coming opportunifies.

With 30 years of reform, China has accrued a certain level of national
reserves and established a relatively stable system of its own in governing its
financial institutions. Thus, despite the impact of the global financial tsunami,
China is likely to be the first fo recover or even come out as a winner from this
crisis. The central government's stimulus package of expansionary monetary
and fiscal policies appeared to cast positive response on the property market.
So far, the central government policy has been successful in stabilizing the
performance of the property market and boosted transaction volume.
However, the Group remains cautious as the recent rebound is indeed a policy
driven market which is prone to big fluctuations should there be drastic policy
changes. Regardless of the above observations, we remain confident in the
longer term prospect of China’s property market.
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Llooking ahead, the Group will continue to place its emphasis in China with
assefs located in prime cities and locations. With solid asset location and
prudent cashflow management, the Group is confident that it can withstand
any sudden inflation or recession which may hit the market and will be able to
come out of the storm in better and stronger position. In addition, the Group
will continue to strengthen its project management, human resources
management and cultivate its corporate culture which are all crucial elements
for the Group's long term growth.

FINANCIAL REVIEW

The Group continues fo adopt a prudent financing policy and sustain a sound
capital structure with healthy cashflow. As at 31 March 2009, the Group's
cash on hand was approximately HK$279 million {31 March 2008:
HK$247 million) while total assets and net assets [after deducting minority
interests) were approximately HK$3,626 million (31 March 2008:
HK$3,698 million) and HK$ 1,211 million (31 March 2008: HK$859
million) respectively. As at 31 March 2009, the Group's working capital
amounted to HK$281 million.

The Group's net borrowings were HK$361 million as compared to HK$277
million in the previous period. Net debt to equity (includes minority inferests)
gearing rafio was the same as last year at 19 per cent. As at 31 March 2009,
contingent liabilities increased from HK$ 136 million to HK$ 154 million in
relation to guarantees of performance bonds while guarantees for end user
mortgage loans had all been released. Certain of the Group's assets with a
book value of approximately HK$696 million have been pledged to secure
cerfain 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 China subsidiaries. Currency exposure in the
Renminbi borrowings has been hedged by the Group's Renminbi assets and
revenue generated by its China properties.

EMPLOYMENT AND REMUNERATION POLICIES

The Group, including its subsidiaries and joint ventures in Hong Kong and
China, employed approximately 1,300 employees as at 31 March 2009.
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 in 2009 in
order to comply with the requirements of the Code on Corporate Governance
Practices sef out in the Listing Rules. The Group's Audit Committee comprises
three members, namely, Mr. Fan Chor Ho Paul, Mr. Tse Man Bun and Mr. lung
Chee Ming George, who are independent non-executive directors of the
Company. The Group's Audit Commitiee has reviewed with the 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 2009.

APPRECIATION

[ would also like to express our sincere gratitude to our former Financial
Controller and Company Secrefary, Mr. Chan Kit Yan who resigned in June
2009 to pursue his personal goals. | would like to take this opportunity to thank
him for his invaluable contribution to the Company during the tenure of his
office. With the departure of Mr. Chan, | am pleased to announce and extend
my warm welcome to Miss Mo Wai Ling who took over the position of
Financial Controller and Miss Wong Suk Han Kitty, Associate Director of
Corporate Affairs, who took over the position of Company Secretary.

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

On behalf of the Board
FRANCIS CHEUNG

Chairman
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EXECUTIVE DIRECTORS

Mr CHEUNG Francis, Chairman, aged 56, is the controlling shareholder of
the Group. Mr Cheung is primarily responsible for the formulation of the
Group's strategies, overall policy making and direction of its business
development. He currently also acts as the Chairman of the Remuneration
Committee of the Company. He has over 31 years' experience in corporate
management. Mr Cheung is a member of Tianjin Municipal Committee of The
Chinese People’s Political Consultative Conference and an Advisory Professor
of Tianjin Nankai University. He is also a member of the Board of Governors
of Hong Kong Shue Yan University, a member of the Board of Directors of four
primary schools and the President of Youth Outreach.

Mr FUNG Chiu Chak Victor, Vice Chairman & Managing Director, aged 54,
joined the Group in May 1994. Mr Fung is primarily responsible for business
development, strategic planning as well as general and project management
of the Group. He has over 30 years’ experience in the field of consulting
engineering, construction management and property deve|opmem.

Mr CHIEN David, aged 44, joined the Group in March 1997 Mr Chien is
primarily responsible for organizing and managing the operations of the
Group's PRC Property Division. He was the founder of China Garden and has
over 18 years’ experience in the property investment, development and
management field, both in Hong Kong and the PRC.

Miss KWOK Jennifer, aged 43, joined the Group in January 1997.
Miss Kwok is primarily responsible for the Group's corporate planning and
development, corporate finance and investment strategies. She has over
19 years' experience in the finance field specializing in corporate finance
and direct investment. She holds a Master of Science Degree in Management
from Massachusetts Insfitute of Technology Sloan School of Management.

Mr CHIU Chin Hung, aged 56, joined the Group in July 1994. Mr Chiu is
responsible for the business development and management of the Group's
foundation business. He has over 31 years’ experience in foundation design
and construction works and represents the Group's Foundation Division as a
Council Member of The Hong Kong Construction Association.

Mr WONG Kay, aged 46, joined the Group in October 1996. Mr Wong is
the General Manager of the Group's PRC Division and the Director & General
Manager of the Group's E&M Division. He is primarily responsible for
organizing and managing the operations of the Group's PRC property
business and its E&M business in Hong Kong. He has over 24 years’
experience in the construction industry with more than 16 years in project
management in the PRC.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr FAN Chor Ho Paul, BBS, JP, aged 67, was appointed in August 1993.
Mr Fan currently also acts as the Chairman of the Audit Committee and as a
member of the Remuneration Committee of the Company. He was the former
Non-Executive Director of Hong Kong Exchanges and Clearing Limited from
3 April 2000 to 15 April 2003. He was a member of the Advisory
Committee to the Securities and Futures Commission from 1993 to 1997 and
again serving in the same capacity since 2001 until 2007. He is holding
appointments on Government boards and committees including the Chairman
of the Chinese Medicine Council of Hong Kong. He was awarded the Bronze
Bauhinia Star in July 2005, and was awarded with the Badge of Honour in
1991 and was made a Justice of the Peace in 1993. He is the Chairman of

Paul Fan Securities Limited.

Mr TSE Man Bun, aged 66, was appointed in September 2004. Mr Tse
currently also acts as a member of the Audit Committee and the Remuneration
Committee of the Company. He is presently a Director of CDSR Development
Group Limited, and is also an Independent Non-Executive Director of HSBC
Insurance (Asia) Limited, HSBC Life (International) Limited, Crystal International
Limited and China Fishery Group Limited. Mr Tse has over 40 years working
experience in the banking industry. He joined The Hongkong & Shanghai
Banking Corporation Limited in 1968 and retired from the bank in December
2002. During his service with the HSBC group, he was assigned many key
positions, including Senior Credit Manager; Managing Director, Wayfoong
Finance Limited and Wayfoong Credit Limited; and Senior Executive,
Commercial Banking. Apart from the banking field, Mr Tse is well versed in the
reviewing and analysis of corporate financial statements and has an in-depth
understanding of the commerce and manufacturing industries.

Mr LUNG Chee Ming George, aged 52, was appointed in August 2007. Mr lung
currently also acts as a member of the Audit Committee of the Company. He is
presently a Senior District Director of Manulife (Infernational) Limited leading a
team of over 360 insurance/financial advisers. He first joined Manulife in
1990 and has since achieved outstanding results. Actively involved in
community services, Mr Lung was awarded one of the Ten Outstanding Young
Persons of Hong Kong in 1995 and was the chairman of The Outstanding
Young Persons Association in 2001 to 2002. Mr lung was awarded the
Medal of Honour by the Government of Hong Kong Special Administrative
Region. Furthermore, Mr Lung is a Committee Member of the Board of
Govemors of Hong Kong Shue Yan University, a Member of the Guangdong
Daya Bay Nuclear Power Station/lingao Nuclear Power Station, Nuclear
Safety Consultative Committee and the Chairman of Hong Kong Youth
Exchange Promotion United Association. Mr Lung is currently a member of the
National Committee of the Chinese People’s Political Consultative Conference
and Justice of the Peace of Hong Kong Special Administrative Region.
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SENIOR MANAGEMENT

Mr LAU Kin Fai, aged 48, joined the Group in July 2008. As the
Associate Director of the Group, Mr Lau is primarily responsible for assisting
the Board in the PRC related business. Prior to joining the group, he had over
24 years' experience in the field of quantity surveying and housing
development with the last 14 years working in the Hong Kong Housing
Society. Mr lau is a Fellow Member of the Hong Kong Institute of Surveyors
and the Royal Institution of Chartered Surveyors.

Mr CHEUNG Harvey Jackel, aged 32, joined the Group in June 2006. As
the Associate Director of the Group and the Assistant General Manager of the
Group's PRC Design Administration Division, Mr Cheung is primarily
responsible for the architectural design of the Group's property development
projects in the PRC. He has over 8 years' experience in the architectural
design in the PRC. Mr Cheung is Mr Francis Cheung's son.

Miss MO Wai Ling, aged 45, joined the Group in Feb 2008. As the
Financial Controller of the Group, Miss Mo is primarily responsible for finance
and accounting matters. She has over 22 years' experience in the finance and
accounting field. Miss Mo is a fellow member of The Association of Chartered
Certified Accountants and a member of Hong Kong Insfitute of Certified Public
Accountants.

Mr LAl Kok Wai, aged 51, joined the Group in July 1994. As the Director of
the Group's Foundation Division, Mr Lai is responsible for the planning,
coordinating and controlling of the fechnical operations and administration of
the division. He has over 29 years' experience in civil engineering, building
and foundation design and construction works. Mr Lai also represents the
Group's Foundation Division fo sit in various Government’s panels and

committees.
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SENIOR MANAGEMENT (Cont'd)

Mr CHAN George, aged 55, joined the Group in February 2009. As a
Director of Tysan Foundation Limited, Mr Chan is responsible for the business
development of the Group's Foundation Division and oversees the Design
Department. He has over 32 years' experience in design and project
management of commercial, residential, hotel, insfitutional and super high-rise
projects, in particular those of larger scale and complex nature. He excels in
engineering skill and knowledge as well as consfruction planning.

Mr SUM Tin Fat Albert, aged 46, joined the Group in March 1997. As the
Confracts Manager of Tysan Building Construction Company Limited, Mr Sum
is primarily responsible for the management of projects in the Building Division.
He has over 23 years' experience in the building construction field.

Miss WONG Suk Han Kitty, aged 45, joined the Group in June 2007. As the
Company Secretary of the Group and Associate Director of Corporate Affairs,
Miss Wong is primarily responsible for company secrefarial matters, legal and
investor relations matters. She has over 15 years’ experience in the corporate
finance and legal fields. Miss Wong is a Solicitor qualified in Hong Kong and
has been admitted as a Solicitor of the Supreme Court in England and Wales.
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The Company is committed to maintaining good corporate governance and

has adopted the code provisions sef out in the Code on Corporate

Governance Practices (the “Code”) in Appendix 14 of the Rules Governing the

Listing of Securities (the “Listing Rules”]. For the financial year ended 31 March

2009, the Company has complied with the Code save as disclosed in section
(E) below.

(A) BOARD OF DIRECTORS

(B)

The board of directors (the "Board”] oversees the management, business,
strategic directions and financial performance of the Company and ifs
subsidiaries [the "Group”). It has delegated the day-fo-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 o Executive Directors as to the matters that must be approved
by the Board before decisions can be made on behalf of the Group. The
functions reserved to the Board and delegated fo the Executive Directors
and senior management are reviewed by the Board to ensure that such
delegation remains appropriate o the needs of the Group.

BOARD COMPOSITION

The Board comprises a tofal 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. Tse Man Bun, and Mr. Lung Chee Ming George.

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
or relevant relationship with each other.
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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 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 @
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 responsible for
implementing the Group's strategy fo achieve business objectives with the
assistance of Executive Directors and 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 2009, 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 Company Secretary assists the Chairman in establishing the meeting
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.

FARMERARAG @
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With the assistance of the Company Secretary, the Chairman ensures
that all Directors are properly briefed on issues arising at board meetings
and that they receive adequate information in a timely manner fo assist
them to make informed decisions and discharge their duties as Directors.
All Directors have access to the advice and services of the Company
Secretary and members of senior management 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] will have access to independent professional
advice for them to discharge their duties and responsibilities, when
appropriate, 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 Directors.

The attendance of each Board member is as follows:

HE R E
Executive Directors Attendance
M. Francis Cheung (Chairman) 4/4
M. Fung Chiu Chak Victor
(Vice-Chairman & Managing Director 4/4
M:r. David Chien 4/4
Miss Jennifer Kwok 4/4
M:r. Chiu Chin Hung 4/4
Mr. Wong Kay 4/4
Independent Non-Executive Directors
Mr. Fan Chor Ho Paul 4/4
Mr. Tse Man Bun 4/4
Mr. lung Chee Ming George 4/4
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APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The Company has a formal, considered and transparent procedure for
the appointment and removal of Directors. All Direcfors newly appointed
o fill @ casual vacancy are subject to election at the first general meeting
following the appointment. During the year ended 31 March 2009, the
Company has complied with the Code save for the following deviations.

According fo the Bye-laws of the Company, one-hird of the directors shall
retire 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 retirement by
rofation or be taken into account in defermining the number of directors to
retire. As continuity is a key factor to the successful long term
implementation of business plans, the Board believes that the roles of the
chairman of the Board and the managing director provide the Group
with strong and consisfent leadership and allow effective planning and
execution of long-term business strategies. 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 fo retirement by rotation.

Independent Non-Executive Directors are not appointed for a specific
ferm but are subject fo 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
Directfors do not have to be appointed for a specific term.

RESPONSIBILITIES OF DIRECTORS

The Directors acknowledge their responsibility for preparing the financial
statements for the year ended 31 March 2009.

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 and
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 sef out
in the Model Code for the year under review.

FARMERARAG @
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The Board has established an Audit Committee and a Remuneration
Committee.

Audit Committee

The Audit Committee was first established in 1999 and has adopted
new terms of reference in 2009 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 to the Board.

The Audit Committee comprises three members, namely, Mr. Fan Chor
Ho Paul, Mr. Tse Man Bun and Mr. Lung Chee Ming George, who are
Independent Non-Executive Directors. Each member of the Audit
Committee possesses in-depth experience in his own profession. Mr. 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 secrefary of
the Audit Committee.
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(G) BOARD COMMITTEES (Cont'd)

Audit Committee (Cont'd)

During the financial year ended 31 March 2009, the Audit Committee
held two meetings. The attendance of each committee member is as
follows:

HE IR

Independent Non-Executive Directors Attendance
M. Fan Chor Ho Paul

(Chairman of the Audit Committee) 2/2

Mr. Tse Man Bun 2/2

Mr. lung Chee Ming George 2/2

During the year, the Audit Committee has reviewed the Group's inferim
results for the six months ended 30 September 2008 and final results for
the year ended 31 March 2009, and reviewed and discussed with the
external auditors over the financial reporting of the Group. The Audit
Committee reviewed with the management the accounting principles and
practices adopted by the Group and discussed with the management in
relation to auditing, system of internal control, and financial reporting
matters. The Audit Committee has also reviewed the connected
fransactions entered into by the Group during the year and made
recommendation fo 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 to determine specific
remuneration packages for all Executive Directors and senior
management of the Company. It is the Group's policy to provide
remuneration packages at fair market value in order fo attract and retain
high quality staff.

The Remuneration Committee comprises an Executive Director, Mr.
Francis Cheung and two Independent Non-Executive Directors, namely,
Mr. Fan Chor Ho Paul and Mr. Tse Man Bun.

FARMERARAG @
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(G) BOARD COMMITTEES (Cont'd)

(H)

Remuneration Committee (Cont'd)

During the financial year ended 31 March 2009, the Remuneration
Committee held three meetings and the attendance of each committee
member is as follows:

IR
Directors Attendance
M. Francis Cheung
(Chairman of the Remuneration Committee) 3/3
Independent Non-Executive Directors
M. Fan Chor Ho Paul 3/3
Mr. Tse Man Bun 3/3

During the year, the Remuneration Committee 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 set out in the “Independent Auditors’
Report” on pages 33 and 34.

During the financial year ended 31 March 2009, the Group was
charged HK$2,350,000 for auditing services and a total of
HK$213,000 for non-auditing services by the Company's auditors, Emst
& Young.

The fees charged for non-auditing services included, inter alia, (i)
HK$ 120,000 for review of interim results, (i) HK$ 14,000 for review of
notifiable and continuing connected transactions, and (iii) HK$63,000
for faxation services.
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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 internal 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 meefing and
general meetings of the Company which offer forums for communications
with the management. The Vice-chairman and Managing Director of the
Board and the members of the Audit Committee and Remuneration
Committee attended the 2008 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 resolutions.

The Company has also maintained a website (www.tysan.com| to keep
the shareholders of the Company, our stakeholders and the investing
public informed of our latest business development, results
announcements, financial reports, other announcements, circulars and
other relevant shareholder information.
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The directors herein present their report and the audited financial statements of
the Company and of the Group for the year ended 31 March 2009.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of its principal subsidiaries and principal associates are set out in
notes 19 and 20 1o the financial statements, respectively.

There were no significant changes in the nature of the Group’s principal
activiies during the year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 March 2009 and the sfate of affairs
of the Company and of the Group at that date are set out in the financial
statements on pages 35 to 126.

The directors recommend the payment of a final dividend of HK1.5 cents per
ordinary share in respect of the year fo shareholders on the register of members
on 4 August 2009. This recommendation has been incorporated in the
financial statements as an allocation of retained profits within the equity section
of the balance sheet.
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SUMMARY FINANCIAL INFORMATION

The following table summarises the consolidated results, asses, liabilities and
minority interests of the Group for the five years ended 31 March 2009, as
exiracted from the published audited financial statements. The summary does
not form part of the audited financial statements.

“EENE —ZTEN\F ZEELF CZZTETREF _TTAHE
2009 2008 2007 2006 2005
FEL FET FET AT FAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RABIRLER Profit/(loss| attributable
RN, (BE) fo equity holders
of the Company 346,675 107,411 43,083 20,977 (22,467
BEE Total assets 3,626,172 3,698,463 2991242 2,286,389 1,867,822
mEE Total liabilities 1,691,480 2205079 1,751,510 1,178,197 843,816
KRR RS Equity attributable to equity
holders of the Company 1,211,078 858,869 680,212 606,477 553,851
DER R ER Minority inferests 723,614 634,515 559,520 501,715 470,155
3,626,172 3,698,463 2,991,242 2,286,389 1,867,822
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group's property, plant and equipment during the
year are set out in nofe 14 fo the financial statements.

INVESTMENT PROPERTIES

Details of movements in the Group's investment properties during the year are
set out in note 15 to the financial statements. Further particulars of the Group's
investment properties af the balance sheet dafe are set out on page 83 of the
annual report.

PROPERTIES UNDER DEVELOPMENT

Details of the Group's properties under development are set out in note 17 fo
the financial statements and on page 85 of the annual report.

PROPERTIES HELD FOR SALE

Details of the Group's properties held for sale are set out in note 23 fo the
financial statements.
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SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company's share capital and share options during
the year are sef out in notes 33 and 34 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s byelaws or
the laws of Bermuda which would oblige the Company to offer new shares on
a pro rafa basis fo existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF
THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold
any of the Company’s listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and of the Group during
the year are sef out in note 35 to the financial statements and in the
consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At the balance sheet date, the Company's reserves available for distribution,
calculated in accordance with the Bermuda Companies Act 1981, amounted
to HK$29,926,000 of which HK$ 12,573,000 has been proposed as a
final dividend for the year. In addition, the Company's share premium account,
in the amount of HK$519,253,000, may be distributed in the form of fully
paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest custfomers accounted
for 30% of the total sales for the year and sales to the largest customer included
therein amounted to 9%. Purchases from the Group's five largest suppliers
accounted for 45% of the total purchases for the year and purchases from the
largest supplier included therein amounted to 18%. Purchases during the year
not yet charged fo the income sfatement, including the cost of contract works in
progress, have been included in arriving at the relevant percentages.

None of the directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the directors, own more than 5%
of the Company's issued share capital) had any beneficial inferest in the
Group's five largest customers and suppliers.
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DIRECTORS
The directors of the Company during the year were:
Executive directors:

M. Francis Cheung

M:r. Fung Chiu Chak Victor
M:r. David Chien

Miss Jennifer Kwok

M:r. Chiu Chin Hung

Mr. Wong Kay

Independent non-executive directors:

Mr. Fan Chor Ho Paul
Mr. Tse Man Bun
M:r. Lung Chee Ming George

In accordance with the Company's Bye-laws, Mr. Chiu Chin Hung and Mr. Tse
Man Bun will retire and being eligible, will offer themselves for re-election at
the forthcoming annual general meeting.

The Company has received annual confirmations of independence from Mr.
Fan Chor Ho Paul, Mr. Tse Man Bun and Mr. Lung Chee Ming George and as
at the date of this report still considers them to be independent.

DIRECTORS” AND SENIOR MANAGEMENT'S BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 8 to 11 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not determinable by
the Company within one year without payment of compensation, other than
sfatutory compensation.

DIRECTORS' INTERESTS IN CONTRACTS

Save as disclosed below in the section headed "Connected transactions”, no
director had a material interest, either directly or indirectly, in any confract of
significance to the business of the Company and its subsidiaries to which the
Company or any of its subsidiaries was a party during the year.

FARMERARAG @
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REEE  ARRAEZERETETHAERK
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BETRTAERETEFR G ZIFETH
(MRETAD AMEARAREERARZS
FRBRDR ([BR2PT)) c B RIFRIAT

(i) REARBEBBERZIHFE :

BERE Name of directors

RFEZLAE M Francis Cheung
IEEESE M Fung Chiv Chak Victor
BAXEBIEHE M. David Chien
BEZ/NE  Miss Jennifer Kwok
HEBLEE M Chiv Chin Hung
EEKE M. Wong Kay
HXWEE M Tse Man Bun

B

1. ZZ R f Power Link Investments
Limited# & 171,237,000 &
Long Billion International Limited# &
85,088,000(% - ZE R FEIHA KRR
AR o

2. REROAMRRZELLEREMAZE
BEFRMES -

DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS AND LONG
POSITIONS IN SHARES AND UNDERLYING SHARES

At the balance sheet date, the interests and long positions of the directors and
chief executive of the Company in the share capital and underlying shares of
the Company or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the "SFO")|, as recorded in the register
required fo be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notfified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers [the “Model Code”), were as follows:

(i) Long positions in ordinary shares of the Company:

EARTF

BERTRE

Aok

FELBRRERERNEE Percentage of

Number of ordinary shares held and nature of interest the Company’s

BA AT Hit st issued share
Personal Corporate Other Total capital
27,407 865 256,325,000M  54,247,200% 337,980,065 40.3
66,867,600 — — 66,867,600 8.0
08,771,020 — — 08,771,020 11.8
16,500,000 — — 16,500,000 2.0
5,000,000 — — 5,000,000 0.6
10,765,000 — — 10,765,000 1.3
442,000 — — 447,000 0.1

Notes:

1. 171,237,000 shares were held by Power Link Investments Limited and
85,088,000 shares were held by Long Billion International Limited. Both of
these companies are confrolled by Mr. Francis Cheung.

2. Such shares were held by a discretionary trust, the founder of which is Mr.
Francis Cheung.
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EEHS

Name of directors

BRE S
Mr. Fung Chiu Chak Victor

#HE A

Miss Jennifer Kwok

BEEL
Mr. Wong Kay

et
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DIRECTORS" AND CHIEF EXECUTIVE’S INTERESTS AND LONG
POSITIONS IN SHARES AND UNDERLYING SHARES (Cont'd)

Company:

HELERE
Name of associated
corporations

RAREIRARAA]

Tysan Building Construction
Company Limifed

FAIRRBAERAT

Tysan Engineering Company
Limited

RAEFAERAF

Tysan Trading Company
Limited

RAEGBRAF

Tysan Trading Company
Limited

RATRRBEBRAA

Tysan Engineering Company
Limited

Nofe:

(i) Long positions in shares of associated corporations of the

FEEBRRENERME

Number of ordinary shares held

1B A

Personal

800

20

20

2,200

and nature of interest
NG| et

Corporate Total

5,100,000 5,100,000

o 800

— 2,200

These shares were held by Victor Create Limited which was controlled by
M. Fung Chiu Chak Victor.
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DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS AND LONG
POSITIONS IN SHARES AND UNDERLYING SHARES (Cont'd)

(i) Long positions in share options of the Company:

EREREANBRERE
BEfE Number of options directly

Name of directors beneficially owned

M. Francis Cheung 8,000,000
Mr. Fung Chiu Chak Victor 8,000,000
Mr. David Chien 2,250,000
Miss Jennifer Kwok 3,500,000
M:r. Chiu Chin Hung 2,500,000
Mr. Wong Kay 5,000,000

In addition fo the above, certain directors have non-beneficial personal equity
inferests in certain subsidiaries held for the benefit of the Company solely for
the purpose of complying with the minimum company membership
requirements.

Save as disclosed above, as at 31 March 2009, none of the directors or chief
executive of the Company had registered an interest or short position in the
shares, underlying shares or debentures of the Company or any of its
associated corporations that was required fo be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS" AND CHIEF EXECUTIVE'S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Apart from as disclosed under the heading "Directors’ and chief executive’s
interests and long positions in shares and underlying shares” above and in the
section “Share opfion scheme” below, at no time during the year were rights fo
acquire benefits by means of the acquisition of shares in or debentures of the
Company granfed to any director or their respective spouse or minor children
or chief executive or were any such rights exercised by them; or was the
Company or any of its subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body corporate.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”| for the purpose
of providing incentives and rewards fo eligible participants who contribute to
the success of the Group's operations. Further details of the Scheme are
disclosed in nofe 34 to the financial statements.

The following table discloses movements in the Company’s share options
outstanding during the year:

BREHE
Number of share options
R Rz
R k353 TRER"
28% ZZINE =B EREx Exercise
HEGER BA-B EARE FROE FAIE FARE =T-A ®ag* BREZ price
Name or A1 Gronted  Exercised  Expired  Forfeited At31 Dote of BB ofshare
category of April during during during during March grant of Exercise period opfions**
participant 2008 theyear  theyear  theyear  theyear 2009 shareoptions*  of shareoptions*  ERIET
HKS per share
g%
Directors
RRELE 8,000,000 - - - — 8000000 =—EZRtE “ERLE 0.82
Mr. Froncis Cheung NAZtEA  NAZTEAZE
24-82007 “E-F
NAZ+=R
2482007 to
2382011
EHERE 8,000,000 - - - — 8000000 —ZEtE _ZTtE 0.82
Mr. Fung Chiu Chak NAZtmEB  NAZtWmEZ
Victor 2482007 —Z—-f
NAZ+=H
2482007 1o
2382011
D E bk 3,000,000 — {750,000 - — 2250000 =—ZRtE “ERE 0.82
Mr. David Chien NAZtEA  NA=ZtRAZ
24-82007 “E--F
NAZ1+=R
24-82007 to
2382011
DHZE 3,500,000 - - - — 3500000 —ZEtE It & 2 0.82
Miss Jennifer Kwok MNAZTEE  NAZTREZ
2482007 _E-F
NAZT+=H
24-82007 1o
2382011
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BREHE
Number of share options
R
R ZEENE
8% ZBENE =p  EREZ
HARER BA-B EARH FRGE FA3E fA¥E =1-A Rag*
Name or A1 Gronted  Exercised  Expired  Forfeited A3l Date of
category of Al during  duing  during  during  March grantof
participont 2008 theyer  theyear  theyear  theyear 2009 share opfions*
g%
Directors
BRBEE 2,500,000 - — — — 2500000 =ZZETtF
Mr. Chiu Chin Hung NAZ+mA
24:82007
BRAE 5,000,000 - - - — 5000000 =Z%LE
Mr. Wong Kay NAZ+EA
24:82007
EfEg
Other employees
CHI 5,000,000 - — - — 5000000 =ZZZtF
In aggregate NAZTEE
2482007
35,000,000 — {750,000 - — 34,250,000

ARABFENHMARTRZBREZZDHRZ Notes to the table of share options outstanding during the year:

P& -

* BREARE_TENFN\AZT= ¥ Each grantee is allowed fo exercise up to 25% of the share options granted
B (BEER) BRESLARATITE from the date of grant up to and including 23 August 2008. Thereafter, the
THB2B% BRI - 1k B -F percentage of the share options which may be exercised by each grantee
ZNFENAZTHERE_ZTTNF is increased to 50% for the period from 24 August 2008 up to and
NRZ+ZR (BEER) BREHA including 23 August 2009, further to 75% for the period from 24 August
RAATEBREZBDLENE 2009 up to and including 23 August 2010, and further 100% for the
50%: B-_ZTAFENA-THARE period from 24 August 2010 up to and including 23 August 201 1.
Z-Z-ZFNAZ+=R(BEE
B) S AR AT EREREZ
BALBENETSRRE-E—FF
NAZ+WERE-F——%)/\A=
+T=H(BHEER) RS AR AT
TEBREZA D HLIEMNEI00% -

** BERRRE 2 AT EAR A B AR S AT AR B **  The exercise price of the share options is subject to adjustment in the case
T AR R B A SOV B T % of rights or bonus issues, or other similar changes in the Company's share
HAE - capital.
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SHARE OPTION SCHEME (Cont'd)

*x ER - ARERONEZEBRER N

BTz KWmERTOETT -

R-ZEZLFA\A-_tHOARLZBERER

RREL

AR

Exercise period

of share options*

24:82007 o
2382011

“ERtE

24:8-2007 to
2382011

-t
NEZtHHE
“EF
NAZTZ=H
24-8-2007 to
2382011

which the options were exercised was HK$0.70.

BREL
TRER™

Exercise

price

of share
opfions**

ghiET

HKS per share

0.82

0.82

0.82

The closing price of the Company’s shares immediately before the date on

AEAR-TELEN\AZHAE-FTL

FAR-_TLREHBER -

The options offered on 24 August 2007 were accepted by the offerees
between 30 August 2007 and 27 September 2007.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

At the balance sheet date, the following interests of more than 5% of the issued
share capital of the Company were recorded in the register of interests
required fo be kept by the Company pursuant to Section 336 of the SFO:

long positions in ordinary shares of the Company:

EADAC BT

BREEBERES BB
Number of  Percentage of the
ordinary ~ Company’s issued

= Name shares held share capital
Power Link Investments Limited™ Power Link Investments Limited!"! 171,237,000 20.4
Eastern Glory Development Limited®  Eastern Glory Development Limited 12 256,325,000 30.6
Goldcrest Enterprises Limited? Coldcrest Enterprises Limited 256,325,000 30.6
Bofield Holdings Limited? Bofield Holdings Limited 256,325,000 30.6
Long Billion International Limited" long Billion Infernational Limited " 85,088,000 10.2
Bt Notes:

(1) kit Power Link Investments Limited & Long
Billion International Limited 2 # 25 75 & 7
EXTESREETHBABR RN RAAEK
MZERRITE ] — B EREELE Y
NAER o

2)  %FEALEBEZHPower Link Investments
Limited 2 Long Billion International Limited
2 BN BESS 4 48 B 256,325,0008% A2 17
B -

BAMEN  R-FEAE=A=1—8
BEm AL (X [EERESTRABRBRH
RARBIR A 2 5 RT R | — B 2
AATEFREIEARABRI) DBEHE
BARTRGLIAMBR AT AR EESE RS
DI E 336 T R 2 B AR -

[1)  The above interests of Power Link Investments Limited and Long Billion
International Limited have also been disclosed as corporate interests of Mr.
Francis Cheung in the section headed "Directors’ and chief executive's
interests and long positions in shares and underlying shares” above.

[2)  These parties were deemed to have inferests in the 256,325,000 shares
by virtue of their equity interests in Power Link Investments Limited and long
Billion Infernational Limited.

Apart from the foregoing, as at 31 March 2009, no person, other than the
directors and chief executive of the Company, whose inferests are set out in the
section headed “Directors” and chief executive’s interests and long positions in
shares and underlying shares” above, had registered an interest or short
position in the shares or underlying shares of the Company that was required
fo be recorded pursuant fo Section 336 of the SFO.
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CONNECTED TRANSACTIONS

(a) Non-exempt continuing connected transaction

On 26 January 2006, Tysan Foundation Limited ("TF"), Tysan

HTIBRERAR ([REMHETRE]) -
RARECRFDAERRARA ([RARE
(BRPF)])  REREIRERAA
([(REZEIR]) RRAIEERBEE
BRAR(RATRERRSE]) T LB HE
([l  UEBH_-_ET E—
A—BEZZTZENF+ZA=1+—H
LH=FHMZELR (BERSEZHB
RA) 2z EBEARRIED#

BE-ETN\F+-A=T-ALF

Construction (Macau) Limited ["TCM"), Tysan Building Construction
Company Limited ["TBC") and Tysan Engineering Company Limited
["TEC") entered info a master agreement (the “Master Agreement”) fo
regulate the business relationship and subcontracting of works among
them (including their subsidiaries) for a three years period from 1 January

2006 to 31 December 2008.

B

iz

(i

(ii)

(iii)

FRARZEBEET DAL

ZAMWETRREARE (RM)
B 5 #1#7151,000,000% 7T 2 12 £
TRTRARETIRZMBERR
BRRFARECRM) BRAA (R
71

RABETIZE 5 H4600,000/%
TZRETIRTRATIRERRBZ
MBARZATR(BA)ERA
A([REIRGER]) &

ZAIR(EBE)EDHY
4,200,000 T2 EETRRTRA
FREETRE o

During the year ended 31 December 2008, the following

subcontracting of works were carried out amongst the companies

mentioned above:

(i

(i)

(iii)

TF and TCM subcontracted building works of approximately
HK$151.0 million to Mac Tysan Construction (Macau) Limited
("Mac Tysan”), a subsidiary of TBC;

TBC subcontracted engineering and mechanical works of
approximately HK$0.6 million fo Tysan Engineering [HK) Company
Limited ["TEHK"), a subsidiary of TEC; and

TEHK subcontracted building works of approximately HK$4.2
million to TBC.
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CONNECTED TRANSACTIONS (Contd)

(a)

(b)

Non-exempt continuing connected transaction (Cont'd)

These fransactions were enfered into by the companies in their ordinary
and usual course of business in accordance with the terms of the
agreements, conducted on normal commercial terms and the amounts of
these fransactions did not exceed the cap amounts as prescribed in the
Master Agreement. These fransactions had been reviewed by the
Company’s independent non-executive directors and approved by the
Company’s board of directors.

Both TF and TCM are wholly-owned subsidiaries of the Company. TBC
and TEC are non-wholly owned subsidiaries of the Company. TBC is
owned as to 50% by the Company, 50% by a company controlled by
Mr. Fung Chiu Chak Victor [“Mr. Fung”). TEC is owned as to 70% by the
Company, 8% by Mr. Fung and 22% by Mr. Wong Kay ["Mr. Wong").
As both Mr. Fung and Mr. Wong are directors of the Company, TBC and
TEC (including their subsidiaries) are connected persons of the Company
under the Rules Governing the Listing of Securities (the “Listing Rules”] on
the Stock Exchange. Thus, the transactions mentioned above constitute
connected transactions for the Company under the Listing Rules.

Renewal of tenancy agreement

On 29 October 2007, Great Regent Investments Limited (" Great
Regent”] renewed ifs tenancy agreement with Land Smart Development
Limited, a company owned as to 50% by Mr. David Chien, an executive
director of the Company, in respect of a lease for an office property at
Shanghai for a two-year period from 1 August 2007 to 31 July 2009.
The renewal was negotiated at arm’s length and was on normal
commercial terms, fair and reasonable and reflecting the prevailing
market rental and conditions.
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DISCLOSURES PURSUANT TO RULE 13.21 OF THE LISTING
RULES

In accordance with the disclosure requirements of Rule 13.21 of the Listing
Rules, the following disclosures are included in respect of one of the
Company's loan agreements, which contain covenants requiring performance
obligations of the controlling shareholder of the Company. Pursuant o a facility
agreement entered info by the Company and a wholly-owned subsidiary of the
Company with a syndicate of banks and financial instfitutions on & March
2007 for a four-year term loan facility of up to HK$185,000,000, o
termination event would arise if Mr. Francis Cheung, the controlling
shareholder of the Company, ceased to own and control either directly or
indirectly in aggregate at least 30% of the shareholdings and voting rights in
the Company.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the directors, at least 25% of the Company’s tofal issued share
capital was held by the public as af the date of this report.

AUDITORS

Ernst & Young refire and a resolution for their reappointment as auditors of the
Company will be proposed af the forthcoming annual general meeting.

BY ORDER OF THE BOARD

Chairman

Hong Kong
26 June 2009
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18 30 % bl e
INDEPENDENT AUDITORS’ REPORT

To the shareholders of Tysan Holdings Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements of Tysan Holdings Limited set out on
pages 35 fo 126, which comprise the consolidated and company balance
sheets as at 31 March 2009, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant accounting
policies and other explanatory nofes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation and the frue
and fair presentation of these financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing, implementing
and maintaining infernal control relevant to the preparation and the true and
fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are

reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based
on our audit. Our report is made solely to you, as a body, in accordance with
Section 90 of the Bermuda Companies Act 1981, and for no other purpose.
We do not assume responsibility towards or accept liability to any other
person for the confents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the

financial statements are free from material misstatement.

FARMERARAG @
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AUDITORS’ RESPONSIBILITY (Cont'd)

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditors judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditors consider infernal control relevant
to the entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the enfity's intfernal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the stafe of
affairs of the Company and of the Group as at 31 March 2009 and of the
Group's profit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies
Ordinance.

Ernst & Young

Certified Public Accountants

18/F., Two International Finance Centre
8 Finance Street

Central

Hong Kong

26 June 2009
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REVENUE

Cost of sales

Gross profit

Other income and gains

Selling expenses

Administrative expenses

Changes in fair value of investment properties
Other expenses, nef

Finance costs

PROFIT BEFORE TAX

Tax

PROFIT FOR THE YEAR

Attributable to:
Equity holders of the Company
Minority interests

DIVIDENDS
Interim
Proposed final

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS
OF THE COMPANY

Basic

Diluted

FARMERARAG @

g

CONSOLIDATED INCOME STATEMENT

i3
Notes

5

Year ended 31 March 2009 BZ=ZTTNF=RA=1+—HILFE

“ETHhF —EENF
2009 2008
FET FET
HK$'000 HK$'000
2,784,090 1,895,049
(1,980,220) (1,608,529)
803,870 286,520
23,195 21,091
(15,250) (16,232)
(53,191) (56,009
(28,646) 89
(17,688) (5,134)
(25,434) (19,508
686,856 210,727
(266,092) 60,696]
420,764 150,031
346,675 107,411
74,089 42,620
420,764 150,031
8,382 8,375
12,573 12,562
20,955 20,937

HK41.37 cents /&1l HK12.83 cents &1l

N/ATER HK12.80 cents &1Ll
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CONSOLIDATED BALANCE SHEET

31 March 2009 R=ZEZAF=RA=+—H

FRBEE
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BRFEARR
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RRBE
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BRBEE
REBEE

BN E 5 R % B A 3R

H A 5R -
BRI & R IEKR

REFBHEAMNTIRZFA

BNETE
HRRITEE
AR
RREAE

RBEEFE
REERRDEE

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties

Prepaid land lease payments
Properties under development
Deposit paid for land acquisition
Inferests in associates

Other assets

Deferred tax assefs

Total non-current assets

CURRENT ASSETS

Properties under development

Equity investments at fair value
through profit or loss

Inventories

Properties held for sale

Amounts due from customers for confract works

Trade receivables

Other receivables, prepayments
and deposits

Tax prepaid

Time deposifs

Restricted cash

Cash and bank balances

Total current assets

CURRENT LIABILITIES
Trade payables and accruals
Other payables, deposits received
and receipts in advance
Amounts due to customers for contract works
Deposits received
Inferest-bearing bank borrowings
Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

i3
Nofes

21
22
23
24
25

26

27
27
27

28

29
24
30
31

—EThE ZETITN\HF
2009 2008
FET TET
HK$'000  HK$'000
176,339 194,376
1,206,160 1,210,660
103,566 106,347
309,862 254,512
348,835 177,536
1,000 1,020
29,051 —
2,174,813 1,044,451
270,374 529,966
2,501 14,452
31,283 18,006
473,876 303,521
53,818 78,703
300,165 284,000
33739 238,677
7,035 40,157
96,477 28,768
56,675 3,537
125416 214,225
1,451,359 1,754,012
406,904 221,967
55,304 70,883
132,106 166,399
34,853 927,714
396,851 255,075
144,464 43,566
1,170,482 1,685,604
280,877 68,408
2,455,690 2,012,859




ooospooo e BOH B EBEBRAE R A A
Bawa Ak (E

CONSOLIDATED BALANCE SHEET (Cont’d)

31 March 2009 R=ZEZNE=A=1+—H

—BEAE —BBNG

2009 2008
fit st FET FET
Notes HK$’000 HK$'000
HEERRBEEG TOTAL ASSETS LESS CURRENT LIABILITIES 2,455,690 2,012,850
FRBEE NON-CURRENT LIABILITIES
I BIRITIEE Inferest-bearing bank borrowings 31 242,579 268,399
EXEHIBEE Deferred tax liabilities 32 278,419 251,076
BERBAR Total non-current liabilities 520,998 519,475
BEFE Net assets 1,934,692 1,493,384
s EQUITY
ARRRR Equity attributable to equity holders
FEh R &= of the Company
BRI Issued capital 33 83,821 83,746
] Reserves 35(a) 1,127,257 775,123
1,211,078 858,869
DYRREDR Minority interests 723,614 634,515
B Total equity 1,934,692 1,493,384
EZE EFE

Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Year ended 31 March 2009 HE-ZTAF=A=+—HI5FE
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* RERRBRREE

A1 Aprl 2007

Bxchange reclignment and ffal
incom ond expense for fhe yeor
recognised diecty in equiy

Profiforhe year

Totolncome and expense for e year

Final 2007 dividend declored

Dividends peid fo minory shorefolders

Repayment ofloan from minory
shorefolders

Eaitysefled shore opfon aangements

Iierin 2008 dvidend

Proposed ind 2008 dividend

Tondlerfom retined profs

A1 31 Morch 2008

At 1 Apil 2008

Bxchange relignment and oo
incom ond expense for fhe yeor
tecognised diectyin equiy

Profitfor e year

Totolncome and expense for he year
Finol 2008 dlvidend declored
Dividends paid fo minory shareholders
Loan rom o minory shorehalder
Bercis ofshore opfons
Eauitysetled share opfon arongemen's
Disposal of pril nfeestn

o subsidiory
Irin 2009 dividend
Proposed ind 2009 ividend

Tondlerfom retined profis

At 31 March 2000

BRERGAEERBRZE ¢
A 181,127,257,0008 T (Z 2T )\ F :
775,123,000/ 7T) °

FAARREGTIISE
Atributoblefo equiy holders of the Company
B BEE B i

BET  BRE R Tk R8RS HURR
B5 e Shwe  EERE  Dchonge REEF/  Proposed e 4E&
kwed  premum  opfon ooy fucoion  Retoined fne B Moy Totl
wpll  occount resee  reenes  reene  profis/  dvidend  Toll  inkeess equiy
iFi Rr TEr TR TR TR TR TR TR TEL T
Noles HS000  HKS000  HKS000  HKS000  AKSO00  HKSO00  HKS000  HKS000  HKS000  HKSO000

(K12 noe
3lol)

83746 518437 = 508 MO73 811 12562 680212 999920 1239732
- - - - B8 - — A8 53940 138398
- - - - - 074N = 107411 42600 150,03
- - - — 8448 10741 — 1971869 950 288429
- - - - - = (12562 [12562) - 12562
- - - - - - - = (17565 [17,50))
_ - - - - - - - [4000] (4000
- - 775 - - - s - 77
12 - - - - - B3I - B3N - B3
12 - - - - - (12562 12562 - - -
- - - 8] - (61) - - - -
83746 518437%  77085% 5364 128531% 102504%  12562¢ B3B8 634515 1493384
83746 518437%  7708% 5364 128531% 102504*  12562¢  8BBE9  634515 1493384
- - - - WH0 - - 060 12008 /48
- - - - - HUe67s — 6675 74089 420764
- - - = 060 346675 - Y735 ole7 453512
- - - - - - (12862 (12562 - (12560
- - - - - - - - 78I [7861)
- - - - - - - - 10800 10800
3 75 816 (276] - - - - 615 - 615
- - 519 - - - - 519 - 5%
- - - - - - - - 7 7
12 - - - - - 838 - 8382 - 3382
12 - - - - - (573 12573 - - -
= - - 189 - (189) - - - -
83621 510258 12642 5583 149201% 428035 12573 1201078 723614 1934692

HK$1,1

sheet.

These reserve accounts comprise the consolidated reserves of
27,257,000 (2008: HK$775,123,000) in the consolidated balance
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 March 2009 BZ=ZTTNF=RA=1+—HILFE

ZEENE —ZEN\EF
2009 2008
i3 TEx FET
Nofes HK$000 HK$'000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 686,856 210,727
Adjustments for:
Finance costs 6 25,434 19,598
Interest income 5 (1,631) (2,343)
Dividend income from listed investments 7 (334) (28)
Gain on disposal and write-off of items of
property, plant and equipment 57 (1,283) 6,088)
Gain on disposal of an investment property 57 (897) (4,164)
Gain on prepaid land lease payments resumed 57 — (3,183)
Gain on disposal of partial inferest in @ subsidiary 57 (410) =
Equity-seffled share option expense 5193 7,725
Depreciation /14 49 428 40,828
Recognition of prepaid land lease payments 7,16 2,780 1,190
Fair value losses on equity investments af
fair value through profit or loss 7 4,294 3,380
Changes in fair value of investment properies 15 28,646 (89)
Impairment of other assefs 7 20 20
Impairment/(write-back of impaiment) of
frade receivables 7 1,220 (88)
Write-down of inventories to net realisable value 7 8,963 67
Impairment of an amount due from an associate 7 10 15
808,289 267,567
Decrease/(increase) in properties under
development and properties held for sale 59,357 (285,858)
Deposits paid for land acquisition (167,474) (177,536)
Increase in inventories (22,240) (8,119)
Decrease in amounts due from customers for
contract works 24,885 14,770
Increase in trade receivables (17,385) (21,330)
Decrease/(increase) in other receivables, prepayments
and deposits 204,938 (190,549)
Decrease in resfricted cash 3,537 348,912
Increase/(decrease] in frade payables
and accruals 187,165 (17,222]
Increase/|decrease) in other payables, deposits
received and receipls in advance (15,579) 5,554
Increase/[decrease) in amounts due to customers
for contract works (34,293) 79,542
Increase/ (decrease] in deposits received (892,861) 426,864
Cash generated from operations 138,339 442,595



TYSAN HOLDINGS LIMITED

&5 5 Bl 4 Wi B AR (B0

2008/2009 Annual Report

CONSOLIDATED CASH FLOW STATEMENT (Cont’d)
Year ended 31 March 2009 BHZ=TZNF=A=+—HItFE
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i3

Nofes

Taxes paid in the People’s Republic of
China (the “PRC"):
Hong Kong
Elsewhere
Taxes refunded in the PRC:
Hong Kong
Elsewhere
Fffect of foreign exchange rate changes, net

Net cash inflow/ (outflow) from
operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Dividend income from listed invesiments
Purchases of items of property, plant and equipment 14
Additions fo investment properties 15
Additions o prepaid land lease payments 16
Decrease/ (increase) in equity invesiments af
fair value through profit or loss
Proceeds on disposal of items of property, plant
and equipment
Proceeds on disposal of an investment property
Proceeds from disposal of partial inferest in
a subsidiary
Increase in amount due from an associate
Increase in resfricted cash
Increase in fime deposit with original maturity more
than three months when required

Net cash oufflow from investing activifies

2009 2008
FiEw TET
HK$'000 HK$'000
(4,733) (397)
(135,395) [56,556)
113 167
1 6
(16,927 (42,673
(18,602) 343,142
1,631 2,343
334 28
(33,262) (118,211)
- (6,007]
- (109,892)
7,657 [16,956)
3,306 20,898
2,360 39,464
403 —
(10) (15)
(56,675) -
(2,205) -
(76,461 (188,348)
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CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid on bank borrowings

Increase/ (decrease) in trust receipt loans

New bank borrowings

Repayment of bank borrowings

Issue of new shares for share options exercised
Dividends paid to minority shareholders
Repayment of loans from minority shareholders
Loan from @ minority shareholder

Interim dividend paid

Final dividend paid

Net cash inflow/(outflow) from
financing activities

NET DECREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of year

Fffect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS

Cash and bank balances

Non-pledged time deposits with original maturity
of less than three months when acquired

Bank overdrafts

#3  BL 4 Uik B AR (80
CONSOLIDATED CASH FLOW STATEMENT (Cont’d)

Year ended 31 March 2009 HEZZFZNF=A=+—HILFE

“ETNE —ZTN\F

2009 2008

i3 T TR
Notes HK$'000 HK$'000
(29,951) (32,916]

(15,071) 58,071

1,164,067 577,274
(1,026,059 (751,820)

33 615 =
(7,861) (17,565]
o (4,000]

10,800 =
(8,382) 8,375]
(12,562) (12,562

75,596 (191,893)

(19,467) [37,099)

234,550 250,533

4,605 21,116

219,688 234,550

27 125,416 214,225
27 94,272 28,768
31 — (8,443)
219,688 234,550

FASEERARAN S
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B

EF

Director

NON-CURRENT ASSETS

Interests in subsidiaries

CURRENT ASSETS

Other receivables,

prepayments and deposits

Bank balances

Tofal current assets

CURRENT LIABILITIES

Amounts due fo subsidiaries
Trade payables and accruals

Total current liabilities

NET CURRENT LIABILITIES

Net assets

EQUITY
Issued capital
Reserves

Total equity

EFE

Director

2008/2009 Annual Report

ft et
Notes

19
28

33
35(b)

—EENE -—TEN\F
2009 2008
FET FET

HK$'000 HK$'000
792,161 789,053
159 169
193 270
352 439
146,169 144,892
702 663
146,871 145,555
(146,519) (145,116
645,642 643,937
83,821 83,746
561,821 560,191
645,642 643,937
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NOTES TO FINANCIAL STATEMENTS

31 March 2009 —ZTAF=A=+—H

CORPORATE INFORMATION

Tysan Holdings Limited is a limited liability company incorporated in

Bermuda.

The registered office of the Company is located at Clarendon House,
Church Street, Hamilton HM 11, Bermuda. The principal place of
1/F Harbour Centre, 25

business of The Company is located at 1
Harbour Road, Wanchai, Hong Kong.

During the year, the Group was involved in the following principal

activities:
e foundation piling

e electrical and mechanical ("E&M”) engineering and building

construction
*  machinery leasing and frading
*  properly investment and management

*  properly development

BASIS OF PREPARATION

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards ["HKFRSs"| (which include all
Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards ["HKASs") and Interprefat
Institute of Certified Public Accountants, accounting principles generally

ions) issued by the Hong Kong

accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared under the
historical cost convention, except for investment properties and certain
equity investments, which have been measured at fair value. These
financial statements are presented in Hong Kong dollars ("HK$") and all
values are rounded to the nearest thousand except when otherwise

indicated.

FARMERARAG @
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BASIS OF PREPARATION (Cont'd)

Basis of consolidation

The consolidated financial statements include the financial statements of
the Company and its subsidiaries (collectively referred to as the “Group’)
for the year ended 31 March 2009. The results of subsidiaries are
consolidated from the date of acquisition, being the dafe on which the
Group obtains confrol, and continue to be consolidated until the date
that such control ceases. All significant income, expenses and unrealised
gains and losses resulting from intercompany transactions and
infercompany balances within the Group are eliminated on consolidation
in full.

Minority interests represent the inferests of outside shareholders not held
by the Group in the results and net assets of the Company's subsidiaries.

IMPACT OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has adopted the following new interpretations and
amendments to HKFRSs for the first time for the current year's financial
sfatements.

HKAS 39 and HKFRS 7 Amendments

Amendments to HKAS 39 Financial Instruments: Recognition and
Measurement and HKFRS 7 Financial Instruments: Disclosures —
Reclassification of Financial Assets

HK(IFRIC)-Int 11
HKFRS 2 — Group and Treasury Share Transactions

HK(IFRIC)-Int 12

Service Concession Arrangements

HK(IFRIC)-Int 14

HKAS 19 = The Limit on a Defined Benefit Assef, Minimum Funding
Requirements and their Inferaction

The adoption of these new interpretations and amendments has had no
significant financial effect on these financial statements and there have
been no significant changes to the accounting policies applied in these

financial statements.
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2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG

FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs, that
have been issued but are not yet effective, in these financial statements.

HKFRS 1 and HKAS 27 Amendments

Amendments to HKFRS 1 Firsttime Adoption of HKFRSs and HKAS 27
Consolidated and Separate Financial Statements — Cost of an Invesiment
in a Subsidiary, Jointly Controlled Entity or Associate '

HKFRS 1 (Revised)

FirstHime Adoption of HKFRSs ?

HKFRS 2 Amendments

Amendments to HKFRS 2 Share-based Payment -Vesting Conditions and
Cancellations

HKFRS 3 (Revised)

Business Combinations *

HKFRS 7 Amendments

Amendments fo HKFRS 7 Financial Instruments: Disclosures — Improving
Disclosures about Financial Instruments !

HKFRS 8

Operating Segments !

HKAS 1 (Revised)

Presentation of Financial Statements !

HKAS 23 (Revised)

Borrowing Costs

HKAS 27 (Revised)

Consolidated and Separate Financial Statements *

HKAS 32 and HKAS 1 Amendments

Amendments to HKAS 32 Financial Instruments: Presentation and HKAS
1 Presentation of Financial Statements - Puttable Financial Instruments and
Obligations Arising on liquidation !

HKAS 39 Amendment
Amendment to HKAS 39 Financial Instruments: Recognition and
Measurement - Eligible Hedged Items *

FARMERARAG @
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FINANCIAL REPORTING STANDARDS (Cont'd)

HK(IFRIC)-Int 9 and HKAS 39 Amendments

Amendments to HK(IFRIC)-Int @ Reassessment of Embedded Derivatives
and HKAS 39 Financial Instruments: Recognition and Measurement -
Embedded Derivatives ?

HK(IFRIC)-Int 13

Customer Loyalty Programmes *

HK(IFRIC)-Int 15

Agreements for the Consfruction of Real Esfate '

HK(IFRIC)-Int 16

Hedges of a Net Investment in a Foreign Operation

HK(IFRIC)-Int 17

Distribution of Non-cash Assets to Owners *

HK(IFRIC)-Int 18

Transfers of Assets from Customers 2

Apart from the above, the HKICPA has issued Improvements to HKFRSs *
which sets out amendments to a number of HKFRSs primarily with a view
fo removing inconsistencies and clarifying wording. Except for the
amendment fo HKFRS 5 which is effective for annual periods beginning
on or after 1 July 2009, other amendments are effective for annual
periods beginning on or after 1 January 2009 although there are
separate transitional provisions for each standard.
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2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Cont'd)

1

Effective for annual periods beginning on or after 1 January 2009
Effective for annual periods ending on or after 30 June 2009
Effective for annual periods beginning on or after 1 July 2009
Effective for annual periods beginning on or after 1 July 2008
Effective for annual periods beginning on or after 1 October 2008

Improvements to HKFRSs contains amendments fo HKFRS 5, HKFRS
7 HKAS T, HKAS 8, HKAS 10, HKAS 16, HKAS 18, HKAS 19,
HKAS 20, HKAS 23, HKAS 27, HKAS 28, HKAS 29, HKAS 31,
HKAS 34, HKAS 36, HKAS 38, HKAS 39, HKAS 40 and HKAS
47,

The Group is in the process of making an assessment of the impact
of these new and revised HKFRSs upon initial application. So far, it
has concluded that while the adoption of HKAS 27 (Revised) may
result in changes in accounting policies and HKFRS 8 and HKAS 1
(Revised) may result in new or amended disclosures, these new and
revised HKFRSs are unlikely to have a significant impact on the
Group's results of operations and financial position.

FARMERARAG @
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Subsidiaries

A subsidiary is an entity whose financial and operating policies the
Company controls, directly or indirectly, so as fo obtain benéfits from ifs
activities.

The results of the subsidiaries are included in the Company's income
statement to the extent of dividends received and receivable. The
Company's inferests in subsidiaries are stated at cost less any impairment
losses.

Associates

An associate is an enfity, not being a subsidiary, in which the Group has
a long term interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant influence.

The Group's share of the post-acquisition results and reserves of
associates is included in the income statement and consolidated
reserves, respectively. The Group's inferesfs in associates are stafed in the
consolidated balance sheet at the Group's share of net assets under the
equity method of accounting, less any impairment losses.

Impairment of non-financial assets other than goodwill

When an indication of impairment exists, or when annual impairment
festing for an asset is required (other than properties held for sale,
properties under development, inventories, consruction contract asses,
deferred tax assets and financial assets), the asset's recoverable amount
is calculated as the higher of the asset's value in use and its fair value less
costs to sell, and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case, the recoverable
amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. In assessing value in use, the esfimated
future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged
fo the income statement in the period in which if arises in those expense
categories consistent with the function of the impaired asset.

An assessment is made af each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer
exist or may have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment loss of an asset
other than goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset, but not
fo an amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation] had no impairment
loss been recognised for the asset in prior years. A reversal of such an
impairment loss is credited fo the income sfatement in the period in which
it arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

Related parties

A parly is considered to be related to the Group if:

(al

(b)
(c)

(d)

(e)

the party, directly or indirectly through one or more infermediaries,
(i) controls, is controlled by, or is under common confrol with, the
Group; (i) has an interest in the Group that gives it significant
influence over the Group; o iii] has joint control over the Group;

the party is an associate;

the party is a member of the key management personnel of the
Group;

the party is a close member of the family of any individual referred
to in (a) or (c);

the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting power in
such entity resides with, directly or indirectly, any individual referred
toin (c) or (d); or

the party is a post-employment benef t plan for the benefit of
employees of the Group, or of any enfity that is a related party of
the Group.
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(Cont'd)
Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses. The cost of an ifem of property,
plant and equipment comprises its purchase price and any directly
aftributable costs of bringing the assets to its working condition and
location for its infended use. Expenditure incurred after items of property,
plant and equipment have been put info operation, such as repairs and
maintenance, is normally charged to the income statement in the period
in which it is incurred. In situations where it can be clearly demonstrated
that the expenditure has resulted in an increase in the future economic
benefits expected fo be obtained from the use of an item of property,
plant and equipment and the cost of the ifem can be measured reliably,
the expenditure is capifalised as an additional cost of that assef or as a
replacement.

Depreciation is calculated on the straight-ine basis to write off the cost of
each item of property, plant and equipment to ifs residual value over ifs
estimated useful life. The principal annual rates used for this purpose are

as follows:

Building 5%
Equipment and machinery 10%-33/%
Furniture and fixtures 20%

Motor vehicles 20%

Motor yacht 10%

leasehold improvements

10%-331/%

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis
among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed,
and adjusted if appropriate, atf least at each balance sheet date.

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or refirement recognised in the
income sfatement in the year the asset is derecognised is the difference
between the net sale proceeds and the carrying amount of the relevant
asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont'd)
Investment properties

Investment properties are interests in land and buildings (including the
leasehold interest under an operating lease for a property which would
otherwise meet the definition of an investment property) held to earn
rental income and/or for capital appreciation, rather than for use in the
production or supply of goods or services or for administrative purposes;
or for sale in the ordinary course of business. Such properties are
measured initially af cost, including transaction costs. Subsequent fo
initial recognition, investment properties are stated at fair value, which
reflects market conditions at the balance sheet date.

Gains or losses arising from changes in the fair values of investment
properties are included in the income statement in the year in which they

arise.

Any gains or losses on the retirement or disposal of an investment
property are recognised in the income statement in the year of the
retirement or disposal.

Properties under development

Properties under development are stated at cost less any impairment
losses, which includes all development expenditure, borrowing costs and
other costs directly aftributable to such properties incurred during the
development period.

Properties under development which have either been pre-sold or which
are intended for sale and are expected to be completed within one year
from the balance sheet date are classified as current assefs.

Properties held for sale

Properties held for sale are stated in the balance sheet at the lower of
cost and net realisable value. Cost includes the cost of land, interest
capitalised during the period of development and other direct costs
atfributable to the development of the properties. Net realisable value is
defermined by reference to the prevailing market prices on an individual
property basis, less all costs to completion, if applicable, and costs of
marketing and selling.
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(Cont'd)
Leased assets

leases that fransfer substantially all the rewards and risks of ownership of
assets fo the Group, other than legal fitle, are accounted for as finance
leases. At the inception of a finance lease, the cost of the leased asset is
capitalised at the present value of the minimum lease payments and
recorded together with the obligation, excluding the interest element, to
reflect the purchase and financing. Assefs held under capitalised finance
leases are included in property, plant and equipment and depreciated
over the estimated useful lives of the assefs. The finance costs of such
leases are charged to the income statement so as to provide a constant
periodic rafe of charge over the lease ferms.

leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assefs leased by the Group under
operating leases are included in non-current assets and rentals receivable
under the operating leases are credited fo the income statement on the
straightline basis over the lease terms. Where the Group is the lessee,
rentals payable under the operating leases are charged to the income
statement on the straightline basis over the lease terms.

Prepaid land lease payments under operating leases are inifially stated af
cost and subsequently recognised on the straightline basis over the lease
terms. VWhen the lease payments cannot be allocated reliably between
the land and buildings elements, the entire lease payments are included
in the cost of the land and buildings as a finance lease in property, plant
and equipment.

Investments and other financial assets

When financial assets are recognised inifially, they are measured at fair
value, plus, in the case of investments not at fair value through profit or
loss, directly attributable transaction costs.

The Group determines the classification of ifs financial assefs after initial
recognition and, where allowed and appropriate, re-evaluates this
designation atf the balance sheet dafe.

All regular way purchases and sales of financial assefs are recognised
on the frade date, that is, the dafe that the Group commits fo purchase or
sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assefs within the period generally
established by regulation or convention in the markefplace.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont'd)
Investments and other financial assets (Cont'd)
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss represent financial
assets held for trading. Financial assets are classified as held for trading
if they are acquired for the purpose of sale in the near term. Gains or
losses on investments held for frading are recognised in the income
sfatement.

The net fair value gain or loss recognised in the income statement does
not include any dividends on these financial assets, which are
recognised in accordance with the policy set out for "Revenue
recognition” below.

loans and receivables

loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Such
assets are subsequently carried af amortised cost using the effective
interest method less any allowance for impairment. Amortised cost is
calculated taking info account any discount or premium on acquisition
and includes fees that are an integral part of the effective interest rate
and fransaction costs. Gains and losses are recognised in the income
statement when the loans and receivables are derecognised or impaired,
as well as through the amortisation process.

Fair valve

The fair value of investments that are actively traded in organised
financial markets is determined by reference to quoted market bid prices
at the close of business af the balance sheet date. For investments where
there is no active market, fair value is determined using valuation
techniques. Such techniques include using recent arm's length market
transactions; reference to the current market value of another instrument
which is substantially the same; a discounted cash flow analysis; and
other valuation models.
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(Cont'd)
Impairment of financial assets

The Group assesses at each balance sheet date whether there is any
objective evidence that a financial asset or a group of financial assets is
impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss has been incurred
on loans and receivables, which are carried at amortised cost, the
amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows
[excluding future credit losses that have not been incurred) discounted af
the financial asset's original effective interest rate (i.e., the effective
inferest rate computed at initial recognition]. The carrying amount of the
asset is reduced either directly or through the use of an allowance
account. The amount of the impairment loss is recognised in the income
statement. Loans and receivables together with any associated
allowance are written off when there is no realistic prospect of future
recovery.

If, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised, the previously recognised impairment
loss is reversed by adjusting the allowance account. Any subsequent
reversal of an impairment loss is recognised in the income statement, to
the extent that the carrying value of the asset does not exceed its
amortised cost at the reversal date.

In relation fo trade and other receivables, a provision for impairment is
made when there is objective evidence [such as the probability of
insolvency or significant financial difficulties of the debtor and significant
changes in the technological, market, economic or legal environment
that have an adverse effect on the debtor] that the Group will not be able
to collect all of the amounts due under the original terms of an invoice.
The carrying amount of the receivables is reduced through the use of an
allowance account. Impaired debts are derecognised when they are
assessed as uncollectible.
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(Cont'd)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part
of a group of similar financial assets) is derecognised where:

o the rights to receive cash flows from the asset have expired;

o the Group retains the rights fo receive cash flows from the assef, but
has assumed an obligation to pay them in full without material
delay to a third party under a “passthrough” arrangement; or

o the Group has fransferred its rights to receive cash flows from the
asset and either (a] has transferred substantially all the risks and
rewards of the asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
fransferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an
asset and has neither fransferred nor refained substantially all the risks
and rewards of the asset nor transferred control of the asset, the asset is
recognised fo the extent of the Group's continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration that the Group
could be required to repay.

Where continuing involvement takes the form of a written and/or
purchased option (including a cash-setiled option or similar provision) on
the transferred asset, the extent of the Group's continuing involvement is
the amount of the transferred asset that the Group may repurchase,
except in the case of a written put option (including a cash-settled option
or similar provision) on an asset measured at fair value, where the extent
of the Group's continuing involvement is limited to the lower of the fair
value of the transferred asset and the option exercise price.
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(Cont'd)

Financial liabilities at amortised cost (including interest-bearing loans
and borrowings|

Financial liabilities including trade and other payables and interest-
bearing loans and borrowings are initially stated at fair value less directly
attributable transaction costs and are subsequently measured at
amortised cost, using the effective interest method unless the effect of
discounting would be immaterial, in which case they are stated at cost.
The related interest expense is recognised within “finance cost” in the
income statement.

Gains and losses are recognised in the income statement when the
liabilities are derecognised as well as through the amortisation process.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is freated
as a derecognition of the original liability and a recognition of a new
liability, and the difference between the respective carrying amounts is
recognised in the income sfatement.

Financial guarantee contracts

Financial guarantee confracts in the scope of HKAS 39 are accounted
for as financial liabilities. A financial guarantee confract is recognised
initially at ifs fair value less transaction costs that are directly affributable
fo the acquisition or issue of the financial guarantee contract, except
when such contract is recognised at fair value through profit or loss.
Subsequent fo initial recognition, the Group measures the financial
guarantee contract at the higher of: (i) the amount of the best estimate of
the expenditure required to settle the present obligation at the balance
sheet date; and [ii] the amount initially recognised less, when
appropriate, cumulative amortisation recognised in accordance with
HKAS 18 Revenue.
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(Cont'd)
Inventories

Inventories are stated at the lower of cost, on the firstin, first-out basis,
and net realisable value after making due oHowonce for any obsolete or
slow-moving items. Nef realisable value is based on estimated selling
prices less all estimated costs to be incurred to completion and disposal.

Construction contracts

Contract revenue comprises the agreed confract amount and
appropriate amounts from variation orders, claims and incentive
payments. Contract cosfs incurred comprise direct materials, the costs of
subcontracting, direct labour and an appropriate proportion of variable
and fixed consfruction overheads.

Revenue from fixed price construction contracts is recognised on the
percentage of completion method, measured by reference to the
proportion of costs incurred to date to the estimated fofal cost of the
relevant contract.

Revenue from cost plus construction contracts is recognised on the
percentage of completion method, by reference to the recoverable costs
incurred during the period plus the related fees earned, measured by the
proportion of costs incurred to date to the estimated fotal cost of the

relevant contract.

Provision is made for foreseeable losses as soon as they are anticipated
by management.

Where contract costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus is freated as an
amount due from a contract customer.

Where progress billings exceed contract costs incurred to date plus
recognised profits less recognised losses, the surplus is treated as an
amount due fo a confract customer.
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