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PAUL Y.

CHAIRMAN'’S STATEMENT

| um pleused to present to Shureholders the interim report
und condensed consoliduted finunciul statements of Paul
Y. - ITC Construction Holdinys Limited (the "Compuny”) und
its subsidiuries (fogyether with the Compuny, the “Group”)
for the six months ended 30th September, 2004. The
consolidated income stutement, consoliduted cush flow
stutement and consolidated stutement of changes in
equity of the Group for the six months ended 30th
September, 2004 und the consoliduted bulunce sheet of
the Group us ut 30th September, 2004, dll of which are
uhaudited und condensed, ulong with selected
explunatory notes, ure set out on puyes 18 to 31 of this
report. This interim report hus been reviewed by the
Compuny’s uudit committee und auditors.

DIVIDEND

The bourd of directors of the Compuny ("Bourd”) hus
resolved to puy un interim dividend of 1.5 cents per share
for the six months ended 30th September, 2004 (2003: 1
cent per share for interim dividend and 29 cents for speciul
dividend) to shareholders whose nhumes uppeur on the
reyister of members of the Compuny us ut the close of
business onh 12th Junuary, 2005. The interim dividend is
expected to be puid to shureholders by post on or uround
3rd Februury, 2005.

The Bourd hus considered und intends to distribute a
materidl portion of the proceeds from the sule of the
shareholding in Downer EDI Limited ("Downher”) us u cush
dividend to the shureholders. No firm decision hus been
maude to the umount of the dividend or the timiny of its
declaration. A further announcement will be mude when
such dividend is declared.

CLOSE OF REGISTER OF MEMBERS

The reyister of members of the Compuny will be closed
from 10th Januury, 2005 to 12th Junuury, 2005, both dutes
inclusive, during which period no share transfer shull be
effected. In order to yudlify for the interim dividend, dll
fransfers of shures uccompuhnied by the relevunt shure
certificutes must be lodyed with the Compuny’s shure
registrars in Hony Konyg, Secreturies Limited at Ground Floor,
Bunk of East Asia Harbour View Centre, 56 Gloucester Roud,
Wanchui, Honhyg Kony for reyistration by no luter than 4:00
fo.m. on 7th Junuury, 2005.

MANAGEMENT DISCUSSION AND ANALYSIS

Financial performance and positions

For the six months period under review, the Group’s
consoliduted turnover wus upproximutely HKS1,679 million
similar to that of lust corresponding period.

The thin murgin construction contracts ussociated with the
residuul effect of the financiul crisis und property slump in
the pust yeurs huve been completed. The Group’s yross
profit rose encouruyingly by 210% to some HKS$91 million,
representing u ygross muryin of 5.4% of the consoliduted
turnover. Profit from operutions of some HK$27 million wus
uchieved us compured with u corresponding loss of some
HK$34 million for sume period lust year. Finunce costs wus
some HK$3 million, showiny u reduction of some HK$3 million
from sume period lust yeur, A het investment income of
some HK$12 million hus been recorded which represented
muainly interest income of HK$20 million net of reulised und
unreulised loss in securities tradiny of ubout HKS10 million.
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Downer continues to perform well but the Group’s shure
of its profit decreused us compured with sume period lust
yedr due to the purtiul disposul of interests lust yeur. Further
offset by the share of loss of Chihu Struteygic Holdings
Limited ("Chinu Strateyic”) which becume the Group’s
ussociute in September 2003, the Group’s shure of results
of ussociutes und jointly controlled entities reyistered u
profit of ubout HK$49 million, u drop of 59% us compured
with the corresponding umount of HK$119 million for the
sume period lust yeur. Tuxution of some HK$32 million
represented muinly the overseus tux in respect of dividend
received from und shure of income tux of Downher. Profit
for the period wus HK$38 million und busic eurnings per
share wus 2.8 cents.

When compured with the Group’s finunciul positions as ut
lust yeur end, totul ussets increused by 30% to some
HK$6,318 million und net current ussets decreused slightly
by 4% to some HK$860 million. Current ussets remuined ut
1.6 times of current liubilities. Net debts to equity rutio
remuined ut 0.1 times. Muinly due to the fluctuution in
Australiun dollars uround the bualance sheet dute und
resulting impuct onh the Group’s interest in Dowher,
exchunye reserve decreused by some HK$31 million.
Coupled with u dividend puyuble of HK$20 million und
offset by the net profit of HK$38 million for this period,
shureholders’ funds decreused slightly by 1% to some
HK$2,758 million.

Net cush inflow from operutions wus ubout HKS$66 million
und net outflow in respect of investing und finuncing
uctivities wus HKS72 million, resulting in u net decreuse in
cush of ubout HK$6 million for the period.

OPERATIONS

Contracting and construction materials

During the period, the Group secured new contructs with
un uyyreyute vulue of upproximutely HKS$2,795 million, of
which some HK$2,263 million of building construction
contructs, some HK$438 million of civil enyineeriny
contructs und some HK$94 million of speciulist works
contracts.

Vulue of work remuining grew cohsiderubly by 19% to
upproximately HK$5,865 million ut this period end though
contfructs on hund decreused by 17% to upproximautely
HK$9.,309 million when compured with lust finuncial yeur
end. Profile of contructs on hand at the end of this period
is us follows:
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The uptrend in the Group’s remuining work-on-hand und
gross muryin continues. The Group ulso udopts u design
und build procurement method oh u cost plus busis in
order to improve muryins for construction contracts und
us u result, the Group hus successfully secured u hotel
desigh und build contract in Mucuu during the period.
With the ongoiny vigorous cost saving medadsures,
performance of dll construction business seyments of the
Group improves sutisfuctorily.

Subseyuent to the period end, the Group hus secured
further HK$168 million in respect of speciulist works.

Property

The Group’s property investment in Puul Y. Centre, the
Group’s heudyuurter in Kwun Tony, excludiny those self-
used portion, umounted to some HK$455 million us ut the
period end, equivulent to 7% of the totul ussets of the
Group.

The overdll rentul rates of Paul Y. Centre remuin unchunyged
us compured with that of lust yeur und occupuncy rute
wus muintauined at the sutisfuctory level of around 91% at
the period end.

Subseyuent to the period end, the Group hus ucyuired
property interests in the PRC for HK$43 million which ure
intended to be held for resule und development in the
future.

PAUL Y. ENGINEERING GROUP

In Murch 2004, the Group entered intfo ugreements reluting
to u cupitul reorygyunisution, usset and debt restructuriny
proposul (the “Skynet Restructuring Proposul”) of Skynet
(Internutionul Group) Holdinhygs Limited ("Skynet”), «
compuny whose shares ure listed on The Stock Exchunyge
of Honyg Kony Limited ("Honyg Kony Stock Exchunge”).
Pursuunt to the Skynet Restructuring Proposul, the entire
interest of the Group’s construction, enygineeriny und
concrete products business will be sold to Skynhet in
exchunhyge of ubout 95% equity interest in Skynet. Upon
completion of this proposul by late Junuury 2005, Skynet
will be rebrunded us Puul Y. Enygineering Group und the
Group will reduce its stuke to ho more thun 75%. Beiny
sepurutely listed, Puul Y. Engineering Group will be uble to
pursue its ygrowth und expuhnsion struteyies in Chinu und
overseus independent of the Compuny.

PAUL Y. INFRASTRUCTURE

Development of the 54%-ownhed bulk handling Yunykou
Deep Seu Port in Nuntonhy City, Chinu progresses well.
Technicul feusibility and strateyic positioning studies have
been completed. Initiul desigh development will
commence in eurly 2005. 42km? of murine use rights for
the purpose of recluiming lund to develop un industridl
purk hus been secured. 10km? of recluimed lund is
substuntiully completed with u further 12km? scheduled be
completed by Februury 2005. US$13 million hus been
injected by both Puaul V. Infrastructure und the locul parther
on the busis of 60/40 with u further amount of US$17 million
to be injected before the end of 2004. Initial construction
financing in the umount of RMB70 million hus been ygranted
by the Chinha Construction Bunk.
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