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CHAIRMAN’S STATEMENT

| present to shureholders the unnual report of the Group for the yeur ended 31st Murch, 2003.

BUSINESS REVIEW
Results and financial highlights

In October 2002, the Group mude u voluntury conditionul cush offer for the shares and wuarrants in Paul Y. - ITC
Construction Holdings Limited us disclosed under the section heuded “Mujor Events”. When Paul Y. - ITC Construction
Holdinys Limited becume d subsidiary of the Compuny ufter the close of the cush offer in December 2002, the
Group sturted to consolidute it us subsidiary in the accounts of the Group insteud of shariny its results as un
associute using the equity accounting method. Such chunges uccounted for most of the signhificunt fluctuutions on
the results und finunciul position of the Group during the yeur ended 31st Murch, 2003 us summurised in the tuble

below:
Percentayge
Notes 2003 2002 chanye
Consoliduted turnover (HKS 'million) ¢] 768.7 40.1 +1,815%
Profit from operutions (HKS million) b 69.7 3.1 +2,179%
Loss for the yeur (HKS million) c 355.4 289.3 +23%
Totul ussets (HKS million) u 4,834.1 2,115.6 +128%
Net tunyible ussets (HKS 'million) u 1,677.8 1.637.2 +9%
Shureholders’ funds (HKS million) d 1,226.5 1.489.4 -18%
Busic loss per ordinury shure (HKS) c 0.59 0.51 +16%
Current rutio u 1.32 0.46 +187%
Notes:
() Increused muinly due to the consolidution of Puul Y. - ITC Construction Holdinys Limited us subsidiury ufter the close of the
cush offer.
(b) Increused muinly due to the umortisation of heyutive goodwill und bud debts und compensution recovered included in
other operutinyg income.
() Increused muinly due to the increuse in shure of losses of ussociutes.
[Ce))] Decreused us u result of the loss for the year.

Review of operations
Paul Y. - ITC Construction Holdings Limited (“Paul Y. - ITC”)
Duriny the yeur ended 31st Murch, 2003, the Group'’s interest in Paul VY. - ITC wus increused from 42.6% to 64.5%.

The Paul Y. - ITC group’s principul business includes, building construction, civil engineering, speciulist works, property
development und investment, und munufacturing uand frading of construction materials, Paul Y. - ITC ulso holds
36.6% interest in Downer EDI Limited aund 14.5% interest in Chinu Strateyic Holdings Limited us strategic investments
as at 31st March, 2003.

The gross vulue of construction work in Hony Konyg continue to shrink as the Government has been revising its
housing policy, in purticulur the cutbuck in flut production under the Home Ownership Scheme. With its well
estublished credibility, experience und technicul capubilities, the Paul VY. - ITC ygroup hus munhuyed to secure
additionul hew building construction contructs from private sector to compensute for the loss in revenue from
public sector. Nevertheless, the severe competition in the murket due to the drustic decreuse in avuiluble works
hud inevitubly lowered its uveruge muryin from the contracting business. As u result, the contfructing business
reported u loss thut was muinly due to the loss incurred in civil enygineering und construction materiuls activities.
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As ut 31st Murch, 2003, contfructs oh huand und the vulue of work remuining of the Puul Y. - ITC group were
HK$10,358 million und HK$4,935 million, respectively. The profile of contracts on hand us ut 31st March, 2003 is us

follows:

Buildiny construction
Civil engineering
Speciulist works

Some of the mujor contructs ure us follows:

Cheunhy Kony Center, Cenftradl

Cyberport Residential Development (Contfract R1a & R1b)
Tsiny Yi Hotel Superstructure Phuse 2

Site Formation for Lumma Power Station Extension

Tseunyg Kwun O Areu 73A Phuse 3

Shek Kip Mei Estate Phuse 1

Thomson Roud 121-131 & Fleminyg Roud 2-10 Superstructure
Sheraton Hony Kony Hotel & Towers Guestroom Refurbishment
APT Sutellite Telepurk ut Tui Po Industriul Estute

Others

Value of
contracts
on hand as
at 31/3/2003
HK$’million

Value of
work
remaining as
at 31/3/2003
HK$’million

8,179 4,216

1,346 303

833 416

10,358 4,935
Value of Value of
contracts work
on hand as remaining as

at 31/3/2003
HK$’million

at 31/3/2003
HK$’million

2,890 82
2,558 2,241
1,020 777
684 91
490 201
397 397
288 272
231 82
173 74
1,627 718
10,358 4,935

Subseyuent to the yeur end, the Paul Y. - ITC yroup secured further hew contracts with an agyregute uttributable
vulue of upproximautely HKS$1,765 million, which comprised some HK$542 million of building construction contracts,

some HK$938 million of civil contructs und some HK$285 million of speciulist works.

For property operution, the Group’s investment property portfolio included Paul Y. Centre, the Group’s heudyuurter
in Kwun Tony, In-Zohe, u shoppinyg urcude in Wunchui und certuin investment properties in the Muinlund (beiny the

People’s Republic of Chihu, und for the purpose of this report, excluding Hony Kony und Macuu).

The overdll rentdl rutes of the investment properties had been reduced und the occupuncy rate wus muintuined at
a level of uround 92% und 75% for Puul Y. Centre und In-Zonhe, respectively, at the yeur end.

For the yeur ended 31st Murch, 2003, Puul V. - ITC reported u consoliduted loss for the yeur of HK$348.7 million und

its overull ufter tux contribution to the Group wus u loss of HK$149.1 million.

:
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Strategic investments

During the yeur ended 31st March, 2003, the Group continued to hold significant interests, both directly or indirectly,
in u number of compunies listed in Hony Kony, Canhadu, Australiu, New Zeulund, Sihngupore und the United States
("U.S.A.") und ulso high potentiul unlisted investments pursuunt to its lony ferm strategy of exploring potentiul
investments uand enhunciny the value of ifs struteyic investments by ductive purticipution in or close liuison with the
maunugement of the compunies invested by the Group. As ut 31st Murch, 2003, the Group hud the followiny
strategic investments:

Listed strategic investments directly held

Hanny Holdings Limited ("Hanhy”)

The Hunny group’s principul business includes, inter dliu, the munufacturing, distribution und murketing of dutu
storuge mediu (primuarily floppy disks, CD-R und CD-RW) und the distribution and murketing of computer accessories,
storagye mediu drives, scunhers, uudio und video cussettes, minidiscs, household electronic products und
telecommunicution uccessories, throuygh its core Memorex® business, und securities truding. Hunny dlso holds strateyic
investment in Provisions Suppliers Corporution Limited. For the yeur ended 31st Murch, 2003, Huhny reported u
consoliduted loss for the yeur of HK$648.5 million und its ufter tux contribution to the Group wus u loss of HK$182.9
million.

Burcon NutraScience Corpordtion ("Burconh”™)

Burcon is u reseurch und development compuny developing u portfolio of composition, upplication und process
pautents around its plunt protein extruction und purification technoloyy. The youl of Burcon’s reseurch is to develop
its putented process to utilize inexpensive oilseed meuls for the production of purified plunt proteins that exhibit
vuluuble nuftritionul, functionul or nutruceuticul profiles. Burcon is currently focusiny its efforts on developinyg the
world’s first commerciul cunolu proteins, numely Purutein® und Supertein™, with unique functionul und nutritionul
profiles, to purticipute with soy, duiry und eygy proteins in the expunding multi-billion-dollar protein ingredient
murket, with potentiul uses in prepured foods, nutritionul supplements und personul cure products. Recently, Burcon
hus sighed a letter of intfent with u leuding agricultural compuny which contemplates the puarties entering into u
licence ugreement for the licencihg und commerciulisution of Burcon’s technoloyy. For the yeur ended 31st
Murch, 2003, Burcon’s ufter tux contribution to the Group wus u loss of HKS4.5 million.

Star Eust Holdings Limited (“Star East”)

Star Eust is principully enguyed in entertainment-related business with the goul to become u fully integrauted
entertuinment und mediu conylomerute in the Asiu Pucific region. Its mujor business includes the production,
distribution und licensing of movies, television drumu series, documentary und infotuinment programmes; the
franchising und operaution of theme restaurunts under the brand nhames “"Plunet Hollywood” and “Star Eust” in Asiu
Pacific reygion; strautegic investment in M Channel Corporution Limited; tulent munagement, music production,
event production und murketing und property investment. For the yeur ended 31st Murch, 2003, Star Eust reported
u consoliduted loss of HK$130.4 million und its ufter tux contribution to the Group wus u loss of HK$32.9 million.

M Chunnhel Corporation Limited ("M Chaunnhel”)

M Chunnel is principully enguged in the out-of-home uudio und video mediu business through plutform of
approximutely 1,000 public light buses und upproximately 140 fixed locutions (including those within Wutson’s the
Chemist und fust food chuin stores) in Hony Kony und upproximutely 1,100 public buses in Guunyzhou und Harbin.
Out-of-home dudio und video udvertising is proven to be un effective wuy of advertising thut offers various
udvuntuyes to audvertisers such us production flexibility und cost effectiveness in compurison with television,
newspupers und muyuzines. For the yeur under review, un impuirment loss of HK$20.4 million wus recoynised by the
Group on its investment in M Channel.
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Downer EDI Limited ("Downer”)

Downer is the second largest Australiun listed engineerinyg, infrastructure und resource services compuny. The
Downher group, is u vulue-udding service provider with focus on the Austruliun, New Zedulund und Asian markets. The
Downer group is u preferred supplier of enyineering und infrustructure munauygement services to the ruil, public und
private roud, telecommunicuations, power und mining und resource sectors.

Chinu Strateygic Holdings Limited ("Chinu Strategic”)

Chinu Struteyic is un investment holding compuny uand the subsidiuries of which dre principully enyuyed in the
business of tire manufucturing; munufacturing, retuiling and distribution of Chinese medicine, western
pharmuceuticuls und hedlth food; und investment in infrastructure projects.

Listed strategic investments indirectly held
Provisions Suppliers Corporation Limited ("PSC”)

The principul uctivities of PSC ure those reluting to the supply of household consumer products. The subsidiuries of
PSC are principully engaged in investment holdiny; supply of agency products to supermurkets, hotels, institutions
und provision shops; Murketing and distribution of chemicul products; und supply of provisions und household
products. PSC ulso munayes u well-estublished network of frunchise stores und possesses various brand humes.

Rosedule Hotel Group Limited ("Roseddule Hotel”)
Rosedule Hotel is un investment holding compuny und the subsidiuries of which ure principully engyauyed in hotel

operutions, und property frading, investment und development in Hong Kony und the Muinlaund. To uchieve synerygy
effect in hotel operutions, Rosedule Hotel hus developed u hotel chuin brunded under the nume of “Rosedule”.

Chinu Enterprises Limited ("Chinu Enterprises”)

Chinu Enterprises is u holding compuny for a sino-foreigh equity joint venture enterprise which munufucture und
market tires in the Mainlund und other countries ubourd. Chiha Enterprises ulso holds u substuntial interest in
Anundu Winy On Travel (Holdings) Limited.

MRI Holdings Limited (*"MRI”) (formerly Austrulia Net.Com Limited)

Given the substuntial finuncial resources, MRI continues to look for struteyic investment opportunities us they urise
sO us to muximise return on its cupitul resources.

Donhy Funy Gus Holdinys Limited ("Dony Fuhy Gus”)

In addition to its existing business in munufacturing und trading of building materiuls and trading of marketuble
securities und derivutives, Dony Fuhy Gus hus shown its dedication to the nuturul gas business by entering into
conditionul ugreements for ucyuisitions of certuin interests in gus projects in the Muinland with d view to redlise the
premium murket in this sector.

Anhundu Wing On Travel (Holdings) Limited ("Anhanda”)

The Anundu group is principudlly enguyed in the provision of puckuye ftours, fravel, fransportation and other reluted
services. "Wing On Travel”, beiny u business hume used by the Ahundu yroup, is one of the most experienced und
largest locul fruvel ayency. The Anunhdu ygroup is u well-known expert in the travel industry having extensive
experience in murketing und promotinyg tour business with fur-reuching globul hetwork und conhnections in tour
operution.
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The Group’s inferests in listed subsidiury und strateyic investments ure summurised below:

Listed subsidiary and strategic investments directly held

Name of
investee company

Pauly. - ITC
Hanny
Burcon

Star Eust

M Chunnel

Downer

Chinu Struteyic

Place of listing

Hony Kony Stock Exchunge
Hony Kony Stock Exchunyge

TSX Venture Exchunyge

Hony Kony Stock Exchunge
The Growth Enterprise Murket of

Hony Kony Stock Exchange

Australiun Stock Exchunye und
New Zeulund Stock Exchunye

Hony Kony Stock Exchunye

Listed strategic investments indirectly held
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Shareholding percentage

As at
31st March,
2003

64.5%

28.3%

26.0%

25.9%

26.4%

Effective interest
(Note u)

23.6%

Effective interest
(Note b)

13.5%

Effective interest
(Note c)

As at the
date of this
report

64.5%

28.3%

25.1%

26.1%

26.6%

Effective interest
(Note u)

23.5%

Effective interest
(Note b)

16.3%

Effective interest
(Note c)

Effective interest

As at As at the
Name of 31st March, date of this
investee company Place of listing 2003 report
PSC Singupore Exchunye Securities 7.8% 7.8%
Trudinyg Limited (Note d) (Note d)
Rosedule Hotel Hony Kony Stock Exchunhye 5.5% 5.1%
(Note e) (Note e)
Chinu Enterprises OTC Bulletin Bourd, U.S.A. 7.5% 9.0%
(Note ) (Note )
MRI Australiun Stock Exchunye 7.7% 9.3%
(Note ) (Note )
Dony Funy Gus Hony Kony Stock Exchunhye 5.8% 7.0%
(Note ) (Note )
Anundu Hony Kony Stock Exchunhye 2.4% 2.9%
(Note g) (Note g)
Notes:
() The effective interest of the Group represents its direct interest of 18.8% und indirect interest held through the Group’s direct
interest in Star Eust und effective interest in Chinu Strateyic.
(b) The Group’s interest is held throuyh its direct interest in Paul Y. - ITC.
() The Group’s interest is held throuyh its direct interests in Paul Y. - ITC and Hunny.
() The Group’s interest is held throuyh its direct interest in Hunny.
(e) The Group’s interest is held throuyh its effective interest in China Strategic and indirect inferest in Ananda,
() The Group’s interest is held throuyh its effective interest in Chinu Strateyic.
(9) The Group’s interest is held throuyh its indirect inferest in Chinu Enterprises.
e ITC Corporation Limited - 9
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LIQUIDITY AND FINANCIAL RESOURCES

The Group udopts u prudent funding und treusury policy with regurd to its overdll business operations. A vuriety of
credit facilities is muintuined to Meet its working cupitdl requirements. Cush, bunk bulunces und deposits us ut 31st
Murch, 2003 umounted to upproximately HK$241.2 million. As ut 31st Murch, 2003, the Group had bunk borrowings
of upproximutely HK$805.0 million und other louns of upproximutely HK$143.8 million of which HK$167.9 million und
HK$77.3 million, respectively, ure repuyuble within one yeur or on demand. All the convertible notes issued in 1999
and 2000 were repuid during the yeur und new convertible notes in un uyygreyute principul umounts of HK$392.5
million were issued on 3rd March, 2003. Unless previously converted, redeemed or purchused und cuncelled, the
new convertible notes will be redeemed on 3rd Murch, 2006 (or the nhext following business day if it is not u business
duy).

Approximutely 95.5% of the Group’s borrowings are at floating interest rates und the Group’s current ratio was 1.32
as at 31st March, 2003.

EXCHANGE RATE EXPOSURE

As at 3Tst March, 2003, upproximutely 9.2% of the cush, bunk bulunces und deposits were in other currencies und
only 0.8% of the Group’s totul borrowinygs of HK$1,340.6 million wus denominuted in Cunudiun dollars. The Cunudiun
dollars denominuted borrowinys ure directly tied in with the Group’s business in Cunadu.,

GEARING RATIO

The Group’s yeuriny rutio, which wus culculuted using the Group’s net borrowinygs of HKS$1,099.5 million und the
shareholders’ funds of HK$1,226.5 million, wus 89.6% us ut 31st Murch, 2003 us compured to 34.8% us ut 31st March,

2002. The increuse wus muinly due to the inclusion of Puul Y. - ITC’s net borrowinys of HK$545.5 million us ut 31st
Murch, 2003.

PLEDGE OF ASSETS

As at 31st March, 2003, certuin of the Group’s properties und debtors with un ayyreyute currying vulue of
approximutely HK$911.1 million and its benefits under certuin construction contracts und the interests in certuin
issued shares of subsidiuries of the Compuny were pledyged to bunks und finunciul institutions to secure gyenerul
fucilities granted to the Group.

CONTINGENT LIABILITIES

As ut 31st March, 2003, the Group hus contingent liubilities in respect of outstundinyg performunce bonds on
construction contracts, guaurantees yiven to banks und finuncial institutions on general bunking facilities granted to
ussociutes und finunciul support given to un investee compuny of HK$740.5 million, HKS$2.4 million und HK$4.4
million, respectively.

EMPLOYEE AND REMUNERATION POLICY

As ut 31st Murch, 2003, the Group employed u totul of upproximately 1,300 employees. The Group recruits und
promotes individuuls bused on merit und their development potentiuls for the positions offered. Remunerution
puckuye is determined with reference to their performunce und the prevuiling sulury levels in the market. The
Group ulso offers other benefits fo employees includiny training, provident funds und medicul coveruye. Shure
option schemes ure estublished for the eligible employees but no share option wus yranted during the yeur.

g e ITC Corporation Limited -
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MAJOR EVENTS
Redemption of existing convertible notes and placing and subscription of new convertible notes

On 16th September, 2002, the Compuny und Guluxywuay Investments Limited (*Guluxyway”), u controlling shareholder
of the Compuny, entered intfo u redemption und subscription ugreement pursuunt to which the Compuny
conditionully ugreed to redeem the existing convertible notes in un ugygreyute principul umount of HK$250 million
issued by the Compuny to Guluxyway und, in considerution, Guluxywuy conditionally agreed to subscribe for new
convertible notes with fuce value umounting up to HK$250 million. As regurds the remuining holders of the existing
convertible notes, the Compuny would offer to them to redeem their existing convertible notes issued by the
Compuny und, in considerution, issue hew convertible hotes to them dt their respective fuce values under
substuntially similur ferms und conditions us those contuined in the redemption und subscription agreement. In
uddition, BNP Puribus Pereyrine Securities Limited hus been uppointed by the Compuny on 20th September, 2002
uhder u plucing ugreement us the placing uyent to pluce, on u best endeuvours busis, the hew convertible notes
of un uyygreyute principul umount of up to HK$330 million to the existing hoteholders (other thun Guluxyway) und/
or other independent investors. On 4th October, 2002, supplementul ugreements to the ubove uyreements were
entered into between the sume puarties in relation to the completion urrungements of the issue of the hew convertible
notes.

On 3rd Murch, 2003, new convertible notes in un uygygreyute principul amount of HK$392.5 million were issued.

Making of cash offers to acquire all the issued shares in, and warrants of, Paul Y. - ITC

On 25th October, 2002, the Compuny unnounced thut its indirect wholly-owned subsidiury, Hollyfield Group Limited
(“Hollyfield”), through Anyglo Chinese Corporute Finunce, Limited will muke voluntary conditional cush offers ut the
price of HK$0.30 for euch shure und HKS$0.01 for euch warrunt in Paul VY. - ITC, other thun those shures und wurrants
owhed by the Compuny or its wholly-ownhed subsidiaries. The offers subseyuently becume unconditionul und finully
closed in December 2002.

Dr. Chun Kwok Keunhy, Churles hus ugreed to finunce the offers in full by granting to the Compuny on 28th October,
2002, u term loun fucility of up to HK$180 million on un unsecured busis und onh hormaul commerciul tferms of which
HKS$66.5 million wus utilised.

Making of cash offers to acquire all the issued shares in, and warrants of, China Strategic by Calisan Developments
Limited and Well Orient Limited (the “Offerors”), each being wholly-owned subsidiary of Paul Y. - ITC and Hanny
respectively

On 8th July, 2003, Puul Y. - ITC, Hunny, Chinu Struteyic und the Compuny jointly unnounced thut the Offerors,
through Kingswuy SW Securities Limited, will muke voluntury conditional cush offers ut the price of HKS0.10 for euch
share und HKS$0.001 for euch wurrunt of Chinu Struteyic respectively, other thun those owned by the Offerors und
purties ucting in concert with them, und to cuncel ull outstunding shure options of Chinu Struteyic ut HK$0.001
euch. Paul Y. - ITC, Hunny, Chinu Strateyic und the Compuny further jointly unnouhced on the sume dute of this
report, thut ufter the purchuse at the open murket on 9th July 2003, the Offerors und their concert purties ure
interested in 291,675,000 shares of Chinu Strategic, representing approximutely 35.16% of the issued shure cupitul of
Chinu Struteyic, thus friggering u mundutory offer during the offer period of u voluntury offer under Rule 26 of the
Hony Kony Code on Tukeovers und Mergers. The Offerors huve notified China Strateyic that, to muke the offer
price more uttructive to the shareholders of Chiha Struteyic, the offer price per share of Chiha Struteyic is fo be
increused from HKS$0.1 to HK$0.139, representing un increuse of 39%. The shares und wurrunts to be ucquired by
Kingswuy SW Securities Limited will be distributed to the Offerors in the sume proportion. Followiny the close of the
offers, the Offerors intfend to tuke uppropriute steps to ensure thut not less than 25% of the shares of Chinha Struteyic
will be held by the public. As the Compuny hus 64.5% interests in Puul Y. - ITC, the offers muy constitute u possible
discloseuble transuction for the Compuny. A circulur contuining, umony other thinys, detuils of the offer will be
desputched to shureholders of the Compuny us soon us pructicuble.

SECURITIES IN ISSUE
As ut the dute of this report, the totdal humber of issued ordinury shures of the Compuny is 630,960,774,
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FINAL DIVIDEND

The Bourd does hot recommend the puyment of u dividend to ordihary shureholders for the yeur ended 31st
Murch, 20083.

Preference shure dividend on the 267,980,000 compulsorily convertible cumulutive preference shures ut HK$0.069
per share per unnum hus not been uccrued for the yeur under review.

OUTLOOK

The economy of Hony Kohy wus dumpened by the Irag War und the devustuting outbreuk of Severe Acute
Respirutory Syndrome. The Government’s revised housing policy would inexorubly deteriorute the locul construction
market conditions, lessen tenderiny opportunities und intensify competitions. However, the Closer Economic
Parthership Arrangement ("CEPA”) between the Mdinlund and Hong Kony is expected to be uble to spur overseus
investment in Hony Kony und drive economic recovery ulthouyh its uctuul contribution to economic yrowth und
job creution hus yet to be yuuntified. With the persistent high growth in the Muinlund’s GDP, Hony Kony should be
uble to benefit from the urrangement. The Group will focus more on the Muinlund und believes thut CEPA cun
provide the Group un ulternutive wuy for exploring the muarket in the Mainland. The Group will build on its existing
assets buse with stringent cost control medusures so us to mMuintuin u sound finunciul mMunuygement und pursue ifs
long-term strateyy under u prudent investment und development policy to explore high potentiul investments aund
attractive business opportunities. The Group will remuin confident to meet future challenyges by taking udvauntuye
of the hew opportunities lying aheud with its strony finuncial foundation and diversified investment portfolio.

APPRECIATION

On behulf of the Bourd, | wish to express our sincere uppreciution to the shareholders for their continuous support to
the Compuny und to dll munagement and staff members for their commitment und dedicution throughout the
yeur,

Dr. Chan Kwok Keung, Charles
Chuairman

Hong Kony, 21st July, 2003
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