CHAIRMAN'S STATEMENT £EH &S

Chairman’s Statement
FEHRETE

The Directors of Hanison Construction Holdings Limited (the
“Company”) have the pleasure of presenting to our
shareholders the annual report of the Company and its
subsidiaries (the “Group”) for the year ended 31 March 2006.

Results for the financial year ended 31 March 2006

For the year ended 31 March 2006, the Group recorded a
profit attributable to shareholders of HK$82.0 million, a
decrease of 11.3% compared to last year’s figure of HK$92.4
million (as restated). The decline in the overall earnings was
mainly caused by the reduced number of residential units of
the Golf Parkview available for sale during the year. Majority
of the business sectors were able to sustain stable
contributions to the Group.

The consolidated turnover for the year was HK$876.6 million
(2005: HK$920.7 million). The Group’s turnover comprised
proceeds from sales of the residential units of the Golf
Parkview, revenue from the construction, interior and
renovation, building materials and health products businesses,
property agency, management services and rental income.

The basic earnings per share for the year was HK18.5 cents
(2005: HK20.8 cents, as restated).

As at 31 March 2006, the net asset value of the Group was
HK$555.4 million, representing an increase of 14.9% over
last year. Net asset value per share at 31 March 2006 was
HK$1.25 (2005: HK$1.09, as restated) per share.
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The Board has recommended the payment of a final dividend
of HK1.5 cents per share for the year ended 31 March 2006
(2005: HK1.5 cents per share) to shareholders whose names
appear on the Registers of Members of the Company on
22 August 2006. This together with the interim dividend of
HK1 cent per share gives a total of HK2.5 cents per share for
the year (2005: HK2.5 cents per share). The proposed
dividend will be paid on 22 September 2006 following approval
at the annual general meeting.

The year 2005 was another year of strong growth for the Hong
Kong economy. The Gross Domestic Product rose by an
impressive 7.3% in real terms. This was one of the years of
the fastest pace of economic growth over the past eight years.
The unemployment rate showed further improvement,
attributable to the recovery in the economy. The rapid
economic development in Mainland China has provided ample
opportunities for Hong Kong. The government continues to
pursue the policy of developing Hong Kong as a gateway
between Mainland China and the world. The agreement
reached on Phase Il of the Closer Economic Partnership
Arrangement in October 2005, on top of the substantial
achievements attained in the first two phases, will further
enlarge the opportunities available for Hong Kong enterprises
with preferential access to Mainland China service market.
The further extension of the Individual Visit Scheme, the
successful hosting of international conferences, such as the
World Trade Organisation’s Ministerial Conference in
December 2005 and measures to abolish estate duty and
exempt offshore funds from profits tax are all conducive to
the further strengthening of the Hong Kong economy. In the
property sector, developers remained optimistic of the market,
as evidenced by the favourable response at the government
land auctions held during the year. Although overall property
selling prices met with moderation pressure in the fourth
quarter under the influence of higher interest rates, the
medium to long-term market outlook stayed positive on the
back of improved economic fundamentals and market
sentiments.
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The growing economy, however, failed to act as a catalyst
for improvement in the construction sector. In 2005, the
total gross value of construction work performed by main
contractors decreased by 2.4% in real terms compared
with 2004. This was mainly due to the reduction in the
number of public housing project works as well as fewer
large-scale infrastructure projects and private sector
construction projects in progress. This situation has made
the construction industry even more competitive.
Notwithstanding this severe competition, the Group’s
construction segment still managed to achieve a turnover
of HK$558.1 million during the year ended 31 March 2006
(last year: HK$558.8 million). The Group’s property
development project, Golf Parkview, continued to generate
promising financial returns. The attributable turnover from
the sales of 18 units of Golf Parkview was HK$84.2 million
(Last year: 29 units for HK$134.6 million). The Group’s
other business segments: the building materials business,
the interior and renovation external business, the
investment property rental business, the health products
business and the project and property management
business remained stable and the Group achieved a
consolidated turnover of HK$876.6 million and a
consolidated net profit attributable to shareholders of
HK$82.0 million.

Below are some highlights of the Group’s activities during
the year:—

" In December 2004, the Group, together with its joint
venture partner, NWS Holdings Limited (“NWS”),
acquired a property at La Salle Road, Kowloon Tong
at a total consideration of HK$171.0 million for
redevelopment purpose. The acquisition of the
property was completed in June 2005.

- In August 2005, 88,647,212 shares of HK$0.10 each
in the capital of the Company were issued to the
shareholders of the Company pursuant to a bonus
issue on the basis of 1 bonus share for every 4
existing shares.
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In September 2005, the Group entered into a provisional
agreement to purchase various workshops and car
parking spaces on the 2nd floor of Shatin Industrial
Centre as investment properties at a total consideration
of HK$27.0 million. Completion of the acquisition took
place on 31 March 2006.

In November 2005, the Group completed the acquisition
of a company holding various land lots in Yuen Long,
New Territories for HK$34.6 million. The property will be
held for investment purpose.

In December 2005, the Group signed an agreement with
Sun Hung Kai Properties Limited (“SHK”) for joint
development of the land lots at So Kwun Wat, Tuen Mun,
New Territories as a residential development. In the same
month, two of the Group’s 50% owned associated
companies (the other 50% was indirectly held by
Chevalier International Holdings Limited (“Chevalier”))
entered into an agreement to jointly develop the site in
Dongguan, The People’s Republic of China as a
commercial development.

During the year, the Group sold another 18 units of the
Golf Parkview. As at 31 March 2006, only one unit
remained unsold.

Subsequent to the year end, the Group disposed of its
property interest at Kam Tsin Tsuen, Sheung Shui, New
Territories for a consideration of HK$15.7 million.

The Group will continue to proactively participate in a diverse
range of businesses. At the same time, it will maintain
sufficient financial resources to meet its commitments and
future operation requirements. As at 31 March 2006, the value
of net current assets was HK$283.9 million, representing
approximately 51.1% of the Group’s net asset value (2005:
55.8%, as restated).
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Future Directions and Prospects

The global economy sustained above-trend growth in the year
2005. The major economic giants: USA, European Union and
Mainland China experienced continuous growth throughout
the year, with Japan gradually reviving from years of economic
hardships. It is envisaged that the world economy will undergo
further solid growth in 2006, even though the US economy is
expected to ease back into a lower gear. On the back of this
favourable global economic climate and with the continuous
strong supports from Mainland China, the outlook for the Hong
Kong economy remains positive. Due to its well-established
financial and legal systems, geographical proximity to
Mainland China and good corporate governance standards,
Hong Kong becomes a regional financial hub and an
international fundraising platform of Mainland China’s
enterprises. However, there are a number of downside risks,
such as the escalating threats of avian flu, record high oil
and commodity prices, and repeated interest rate hikes in
the US as well as Hong Kong which may bring adverse impact
to the local economy.

Looking ahead, 2006 will be another challenging year for the
Group. Our core businesses are expected to be operating in
a highly competitive market. The building construction
business and the health products business, in particular, have
always been difficult, but what matters most is that we build
quality buildings, provide superb health products and service,
and control our costs to maintain our competitiveness in the
market. We will continue to expand our property development
business and to seek new business opportunities. During the
year under review, we welcome the opportunities to work with
prestigious listed companies such as SHK, NWS and
Chevalier to develop the properties in Hong Kong and in the
PRC.
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On behalf of the Board, | would like to extend my heartfelt
thank to all our staff and to acknowledge the exemplary hard
work carried out with commitment and passion at every level
of the Group. | would also like to thank our shareholders and
business partners for their confidence and support in Hanison.

/!

S Bttrsscction

Chairman

Hong Kong, 28 June 2006
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