ANNUAL REPORT 2004

CHAIRMAN’S STATEMENT

| um pleused to present to shureholders the unnhuul report of the Group for the yeur ended 31st Murch, 2004.

BUSINESS REVIEW AND OUTLOOK
Results and financial highlights

The results und finuncial position of the Group for the yeur ended 31st March, 2004 are summurised in the table
below:

Percentuge

Notes 2004 2003 chanye

Consoliduted turnover (HKS million) u 3,434.7 768.7 +346.8%
Profit from operutions (HKS million) b 71.8 66.9 +7.3%
Profit (loss) for the yeur (HKS million) c 28.9 (358.5) N/A
Totul ussets (HKS ‘million) d 4,982.5 4,851.2 +2.7%
Shareholders’ funds (HKS million) e 1,353.2 1,205.2 +12.3%
Busic eurnings (loss) per ordinury share (HKS) c 0.02 (0.60) N/A
Current rutio f 1.58 1.32 +19.7%

Notes:

(u) Increused muinly due to the consolidution of Puul Y. - ITC Consfruction Holdings Limited ("Paul Y. - ITC”) us subsidiury for only
three months last yeur ufter the close of the cush offer.

(b) Increused muinly due to the releuse of heygyutive gyoodwill.

(¢c) Increused muinly due to the yuin on disposul of Downer EDI Limited ("Dowher”) und the improvement in the results of
ussociutes.

(d) Increused muinly due to the releuse of neyutive goodwill on dilution of interest in Paul Y. - ITC.

(e) Increused muinly us u result of the profit ygeneruted during the yeuar, the ullotment of ordinury shures upon the conversion of
convertible notes und increuse in trunslation reserve due to uppreciation of Australian dollurs.

(f) Increused muinly us u result of the reduction of borrowinys.

The Group started to consolidute Puul Y. - ITC us u subsidiary in the uccounts of the Group ufter the closure of cush
offer in December 2002. Beforehund, the Group shured its results us un ussociute using the equity uccountiny
method. Such chunye uccounted for most of the significant fluctuution for the yeur under review when compured
with the last correspondiny yeur.
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CHAIRMAN’S STATEMENT (continuea)

The followiny proformu income statement hus been prepured for reference on the busis us if Puul Y. - ITC wus
conhsoliduted us u subsidiury for the whole financiul year ended 31st March, 2003.

For the year ended

31st March,
2004 2003
HK$°000 HKS 000
(Proformu)
Turnover 3,434,666 3.667.,367
Cost of sules (3,288,566) (3.616,293)
Gross profit 146,100 51,074
Other operuting income 80,091 90,663
Administrative expenses (154,429) (206,996)
Loss on disposul of discontinued operutions - (1,701)
Impuirment loss on property, plunt and equipment - (110,327)
Profit (loss) from operutions 71,762 (177,287)
Finunce costs (38,722) (69,170)
Net investment expenses (43,183) (63,600)
Deficit arising from revaluation
of investment properties (14,000) (99.392)
Allowance for umounts due from ussociutes
und u reluted compuny (40,985) (13.964)
Net guin (loss) onh disposul und dilution of interests in
subsidiaries und ussociutes 83,600 (4,665)
Share of results of ussociutes 156,400 (100.,477)
Share of results of jointly controlled entities 9,074 5,920
Profit (loss) before tuxation 183,946 (512,635)
Tuxution (53,719) (48,406)
Profit (loss) before minority interests 130,227 (561,041)
Minority interests (101,295) 202,517
Profit (loss) for the yeur 28,932 (358,524)
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REVIEW OF OPERATIONS

Paul Y. - ITC

The principul uctivities of the Puul Y. - ITC group include building construction, civil enyineerinyg, speciulist works,
property investment, and munufucturing und fruding of construction materials. In addition, Paul Y. - ITC holds
upproximutely 21.3% interest in Downer und upproximutely 29.4% interest in Chinu Strateyic Holdinys Limited ("Chinu
Strateyic”) us at 31st Murch, 2004.

Construction sector output in Hony Kony hus been declining for u few yeurs due to the reduction of cupitul
expenditures by both public und privute sectors. This had led to severe competition und eroded the gross maryin of
the construction sector. Conseqyuently the overdll construction division experienced loss in operution during the
yedr unhder review. However, due to the persistent effort in implementing risk management and cost saving meusures,
improvement in gross maryin wus uchieved.

Durinyg the yeur, the Paul V. - ITC yroup secured new contructs with un aggreyute vulue of upproximutely HK$3,593
million, which comprised some HKS$1,906 million of building construction contructs, some HKS$1,388 million of civil
enygineering contructs und some HK$299 million of specialist works.

As ut 31st Murch, 2004, contfructs on hand und the vulue of work remuining of the Puul Y. - ITC group were
HK$11,211 million und HK$4,928 million, respectively. The profile of contructs on hund us ut 31st Murch, 2004 is us
follows:

Value of contracts on hand Value of work remaining

as at 31st March, 2004 as at 31st March, 2004

HK$’million HK$’million

Building construction 9,159 3,714
Civil engiheering 1,136 774
Speciulist works 916 440

11,211 4,928

Subseyuent to the yeur end, the Paul Y. - ITC group secured further new contructs with an ugyregute uttributable
vulue of upproximutely HK$2,026 million us to ubout HK$1,588 million beiny uttributuble to building construction
contfructs und us to ubout HK$438 million beiny uttributuble to civil engineering contructs.

For property operution, the Group’s investment property portfolio included Paul Y. Centre, the Group’s heudyuurter
in Kwun Tony; und In-Zonhe, u shoppiny durcude in Wunchui which has been disposed of subsequent to the year end
ut hearly its currying vulue of some HK$60 million. Althouygh the overdll rental rutes of the investment properties had
been reduced, the occupuncy rute wus muintuined at u level of uround 94% for Paul Y. Centre ut the yeur end.

For the yeur ended 31st Murch, 2004, Puul Y. - ITC reported u consoliduted profit for the yeur of HK$S163.6 million
und its overull ufter tux conftribution to the Group wus u profit of HK$S156.5 million. In uddition, the Group hus
reported u loss of upproximately HK$105.0 million due to the dilution of its interest in Paul Y. - ITC from approximutely
64.5% ut the beyinninyg of the yeur to upproximautely 55.1% ut the end of the yeur,

Strategic Investments

Duriny the yeur ended 31st Murch, 2004, SMI Corporution Limited ("SMI”, formerly known us Star Eust Holdings
Limited) ceused to be un ussociute of the Group due to the dilution of interest und disposul of shares in SMI. The
Group continued to hold signhificunt interests, both directly or indirectly, in a humber of compunies listed in Hony
Kony, Cunudu, Australia, New Zeulund, Singupore, Germuny und the United Stutes ("U.S.A.”) und ulso high potential
uhlisted investments pursuunt to its lony tferm strateyy of exploring potentidl investments und enhuncing the vulue
of its strateyic investments by uctive puarticipation in or close livisons with the munugement of the compunies
invested by the Group. As ut 31st March, 2004, the Group had the following strateygic investments:
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Listed strategic investments directly held

Hanny Holdings Limited ("Hanhy”)

The Hunny yroup is principully enguyed in truding of computer related products und consumer electronic products
which comprise the munufucture, distribution und murketing of dutu storuge mediu (primuarily floppy disks, CD-R,
CD-RW und DVD); the distribution und marketing of computer uccessories, storage mediu drives, scunners, audio
und video cussettes, minidiscs; household electronic products und telecommunication uccessories; und securities
fruding. The Hunny ygroup ulso mukes strateyic investments in information technoloyy, internet, internet reluted,
supply of household consumer products und other businesses. For the yeur ended 31st March, 2004, Hunny reported
u consoliduted profit for the yeur of HK$13.3 million und its ufter tux contribution to the Group wus u profit of HK$3.7
million.

Burcon NutraScience Corporation ("Burconh”)

Burcon is u reseurch und development compuny developiny u portfolio of composition, upplicution und process
pautents around its plunt protein extraction aund purification technholoyy. The gyoul of Burcon’s reseurch is to develop
its putented process to utilize inexpensive oilseed meuls for the production of purified plunt proteins thut exhibit
vuluuble nuftritionul, functionul or nutraceuticul profiles. Burcon is currently focusing its efforts on developing the
world’s first commerciul canola proteins, humely Puratein® und Supertein™ (the “Products”). Canolu, recoynised for
its hutritionul yuudlities, is Canudu’s lurgest oilseed crop und the second-lurgest oilseed crop in the world ufter
soybeuns. Burcon’s goul is to develop the Products to purticipute with soy, duiry and eygy proteins in the expunding
multi-billion-dollar protein ingredient murket, with potentiul uses in prepured foods, nutritional supplements und
personul cure products. For the yeur ended 31st March, 2004, Burcon’s ufter tax contribution to the Group wus u
loss of HK$3.8 million.

Downher

Downer provides comprehensive enygineering und infrustructure munugement services to the public und private
power, ruil, roud, felecommunicutions, Mining und mineruls processinyg sectors in Australiu, New Zeuland, Asia uand
the Pacific. Its business is orgunized through four main divisions hamely Dowher Engineering (enygineeriny division),
Works Infrastructure (infrastructure division), Roche Mining (Mining division), und EDI Rail (ruil division) that have
common core competencies. These core competencies include vulue-udding skills in design, project und fucilities
munuygement, operutions und muintenunce to provide clients with sinygle source solutions.

China Strategic

Chinu Struteyic is un investment holding compuny. Through its subsidiaries und ussociutes, Chinu Strateyic is enguyed
in the munufucturing of butteries; property investment; the munufucturing und murketing of tires; the business of
providing puckuge tour, travel, hotel operution und other reluted services.

Listed strategic investments indirectly held

PSC Corporution Ltd ("PSC”)

The PSC yroup ure principully engyuyged in munufucturing of food und other consumer products, distribution of food
und other fust movinyg consumer goods, loyistics und franchising; heulthcure consultancy and services; and
educution.

Chinu Enterprises Limited ("Chinu Enterprises”)

Chinu Enterprises is un investment holding compuny and has substuntiul interests in investment compunies, the
subsidiuries of which are principully engyuyged in the munufucturing und murketing of tires in the Muinlund (beiny
the People’s Republic of Chinu und for the purpose of this report, excluding Hong Kong und Mucuu) und other
countries ubourd und the business of providing puckuyge tours, fravel, hotel operution und other related services.

MRI Holdings Limited (*"MRI")

MRI’s business is how focused on investment opportunities und hus continued to seek uctively for suituble investment
opportunities to mauximize returns to its shareholders within a cleur investment mundute in terms of investment
criteria.

Winhg On Travel (Holdings) Limited ("Wing On Travel”)

Winyg On Truvel group is principully enguyged in the provision of puckuye tours, fravel und other reluted services
und dlso hus a substuntidl interest in g hotel chuin branded under the hume of "Rosedule” in the Muinlund und
Hony Kony. Wing On Truvel is one of the most experienced und largest locul travel ugency, und is u well-known
expert in the travel industry having extensive experience in murketing und promoting tour business with fur-reachinyg
ylobul hetwork und conhnections in tour operution.
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The Group’s interests in listed subsidiury und strateyic investments ure summuarised below:

Listed subsidiary and strategic investments directly held

ANNUAL

REPORT

2004

Shareholding percentage

As at As at the
Name of 31st March, date of this
investee company Place of listing 2004 report
Paul Y. - ITC Hony Kony Stock Exchunye 55.1% 55.1%
Hanny Hony Kony Stock Exchunye 24.6% 24.6%
Burcon TSX Venture Exchunye und 25.1% 25.0%

Frankfurt Stock Exchunye
Downer Australiun Stock Exchunye und 11.7% 11.7%
New Zeulund Stock Exchunye Effective interest Effective interest
(Note u) (Note )
Chinu Strateyic Hony Kony Stock Exchunye 23.4% 23.4%
Effective interest Effective interest
(Note b) (Note b)

Listed strategic investments indirectly held
Effective interest

As at As at the
Name of 31st March, date of this
investee company Place of listing 2004 report
PSC Singupore Exchunye Securities 6.8% 5.6%
Tradiny Limited (Note c) (Note c)
Chinu Enterprises OTC Bulletin Bourd, U.S.A. 12.9% 12.9%
(Note d) (Note d)
MRI Australiun Stock Exchunye 13.4% 13.4%
(Note d) (Note d)
Winy On Truvel Hony Kony Stock Exchunhye 4.2% 4.2%
(Note e) (Note e)

Notes:

(u) The Group’s interest is held throuyh its direct interest in Paul Y. - ITC.

(b) The Group’s interest is held throuyh its direct interests in Paul Y. - ITC und Hunny.
(c) The Group’s interest is held throuyh its direct interest in Hanny.

(d) The Group’s interest is held throuyh its effective interest in China Strateyic.

(e) The Group’s interest is held throuyh its indirect interest in Chinu Enterprises.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group udopts u prudent fundiny und treusury policy with regard to its overdll business operautions. A variety of
credit facilities is muintuined to Meet its working cupitdl requirements. Cush, bunk bulunces und deposits us ut 31st
Murch, 2004 umounted to upproximately HK$303.1 million. As ut 31st Murch, 2004, the Group hud bunk borrowinys
of upproximutely HK$575.2 million und other louns of upproximutely HKS17.3 million of which HK$58.2 million und
HKS$17.3 million, respectively, ure repuyuble within one yeur or on demund.

During the yeur, convertible notes in ugyreyute principul umounts of HK$96 million und HKS7 million were redeemed
und converted into ordinary shures ut the conversion price of HK$0.3 per ordinury shure, respectively. The bulunce
in un uygyreyute principul umount of HK$289.5 million will be redeemed on 3rd Murch, 2006 (or the next following
business duy if it is not u business duy) unless they dre previously converted, redeemed or purchused und cuncelled.

As ut 31st March, 2004, dll the Group’s borrowinys are ut flouting interest rates und the Group’s current rutio wus
1.58.

EXCHANGE RATE EXPOSURE

As at 31st Murch, 2004, upproximutely 14.5% of the cush, bunk bulunces und deposits were in other currencies und
only 1.6% of the Group’s totul borrowinys of HK$881.6 million wus denominuted in Cunudiun dollars, The Cunudiun
dollurs denominuted borrowings are directly tied in with the Group’s business in Canadu,

GEARING RATIO
The Group’s yeuring rutio, which wus culculuted using the Group’s net borrowinys of HK$578.5 million und the

shareholders’ funds of HK$1,353.2 million, wus 42.8% us at 31st March, 2004 us compured to 91.2% us ut 31st March,
2003. The decreuse wus muinly due to the reduction of borrowinygs by HK$459.0 million during the yeur.

PLEDGE OF ASSETS

As ut 31st March, 2004, certuin of the Group’s properties und investment in securities with un ugyreyute currying
vulue of upproximately HK$696 million und the interests in certuin issued shares of subsidiuries of the Compuny were
pledged to bunks und finuncidl institutions to secure yenerul fucilities granted to the Group.

CONTINGENT LIABILITIES

As ut 31st March, 2004, the Group hus contingent lidbilities in respect of outstundiny performunce bonds on
construction contructs of HK$623 million.

EMPLOYEE AND REMUNERATION POLICY

As at 31st Murch, 2004, the Group employed u totdl of upproximautely 1,270 employees. The Group’s remunerution
puckuye is structured with reference to the individuul performunce und the prevuiling sulury levels in the market.
The Group ulso offers other benefits to employees including discretionury bonus, training, provident funds und
medicul coveruye. Shure option schemes ure estublished for the eligible employees but no shure option wus
grunted during the yeur.

MAJOR EVENTS

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

In July 2003, the Compuny, Paul Y. - ITC und Hunny jointly unhounced thut Paul V. - ITC und Hunnhy would muke u
voluntary conditionul genherul cush offer for the shures und warraunts of China Struteyic, other thun those owned by
Paul Y. - ITC und Hunny und purties ucting in concert with them, und to cuncel dll the outstundiny shure options of
Chinu Struteygic. Upon the closure of the offer in September 2003, China Strateyic becomes un ussociute of the
Group.

Placing of ordinary shares in Downer

In November und December 2003, Puul Y. - ITC hus urranged for plucing of un uyygreyute of 28.75 million Dowher
ordinury shares (udjusted by the consolidution of four ordinary shares in Downer info one Downer ordinury share on
28th November, 2003) to independent third purties which ruised, before tux und expenses, dpproximutely AS104.1
million (upproximutely HK$587.8 million).

Disposal of shares in Paul Y. - ITC

On 21st Junuury, 2004, the Group hud disposed of 190 million shares of Paul Y. - ITC to independent third purties for
u considerution of HK$133 million.
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Acquisition of indirect interest in a joint venture company

In Muarch, 2004, the Group, through Paul Y. - ITC, ucquired un upproximutely 54.06% indirect interest in u joint
venture compuny to build und operute u bulk hundling deep seu port ut Yahgkou Port, Nuntony City, Jiunysu,
Chinu from un independent third purty for u purchuse considerution of HK$396 million with further commitment of
HK$125 million reqyuired to finunce the initiul phuse of development. In uddition to the concession yrunted to
operute the port for 50 yeurs, Yuangkou Port ulso owhs the marine rights to reclaim 42 squure kilometres of lund for
the purpose of un industriul purk development. There is ulso un option to develop un udditionul 15 syuure kilometres
of recluimed lund.

Acquisition of interest in Skynet (International Group) Holdings Limited (“Skynet”)

In March 2004, the Group, through Paul Y. - ITC, initiated u cupitul reorgunisation, usset and debt restructuring
proposul (the “"Skynet Restructuring Proposul”) for Skynet, u compuny whose shares ure listed on the Hony Kony
Stock Exchunye. As purt of the Skynet Restructuring Proposal, Puul Y. Construction Group, which uhdertakes the
Paul Y. - ITC yroup’s entire enygineering und construction uctivities, will be sold to Skynet ut u considerution of
HK$400 million, which is to be sutisfied by Skynet issuing hew shures to Paul Y. - ITC ut un issue price of HKS$0.04 per
share. Further, upproximutely HK$94 million of cluim held by the Paul Y. - ITC group uguinst Skyhet will be caupitulised.
Additionadl finunciul resources of up to HK$145 million will dlso be offered to Skynet in the form of u convertible loun
facility und un underwritten share issue in un open offer by Skyhet. Uponh completion of the Skyhet Restructuring
Proposul, Paul VY. - ITC will become interested in upproximutely 93.4% of the issued share cupitul of Skynet und steps
will be taken to reduce such holding to no more thun 75% in order to muintain the listing position of Skynet. The
proposul is expected to be completed in October 2004.

SECURITIES IN ISSUE

As u result of the issue of hew ordinury shares under the conversion of the convertible notes us referred to ubove,
the total humber of issued ordinary shares of the Compuny us ut the dute of this report is 654,294,107.

FINAL DIVIDEND

The bourd of directors does hot recommend the puyment of u dividend to ordinury shureholders for the yeur
ended 31st Murch, 2004.

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

Duriny the yeur under review, Hony Kony economy wus rehabilitating from the impuct of Severe Acute Respiratory
Syndrome. With growth in GDP, euse of uhemployment rate und rebound of property vulue, there is u generul
unfticipution thut Hony Kohy economy will continue on its puth of recovery. The Group is well-prepured to cupture
the opportunities uppeured in the course of economy recovery. In auddition, the Group will continue to focus more
oh the Muinlund und prouctively uppruise various investment opportunities under the Closer Economic Purthership
Arrangement to explore high potentidl investments und uttractive business opportunities in the Muinlund. Building
on its existing ussets buse with diversified investment portfolio, barring unforeseeuble circumstunces, the Group is
confident in meetiny future challenyges by tuking udvuntuye of uny hew opportunities lying uheud.

APPRECIATION

On behulf of the bourd of directors, | would like to tuke this opportunity to thank the shareholders for their continuous
support fo the Compuny und extend my uppreciution to ull mMunugement und staff members for their contribution
und dedicution throughout the yeur.

Dr. Chan Kwok Keung, Charles
Chuirman

Hony Kony, 23rd July, 2004
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