TURNOVER

Riding on the growth momentum gathered in the first
half of fiscal 2004/2005 due mainly to the strong post-
SARS recovery in Hong Kong and the Group's fast
expansion in Australia, turnover continued to rise in
the second half as growth was registered in Hong
Kong, Mainland China and Australia respectively. Total
turnover for the year ended 31st March, 2005 was
HK$2,380 million, up 4.9% from HK$2,269 million
a year ago.

In the Hong Kong domestic market, sales turnover
was up by a healthy 7.0%, outperforming the local
non-alcoholic beverage market. Export sales generated
by the Hong Kong operation rose by 18.8%. Australia
and New Zealand recorded strong sales growth, up
35.7%. This increase was partly attributable to foreign
exchange gains. Should these gains be excluded, sales
in this market would have grown by 29.2% over the

previous year. In Mainland China, despite a double-
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highly proactive in further improving our production
efficiency and supply chain management. The strategy
of making Mainland China our chief source of materials
while continuing to explore alternative sources in other
parts of the world has been effective in containing
costs. In addition, the utilisation rate of the Shanghai
plant continued to improve with the contractual
packaging cooperation arrangement. All these
contributed to the rise in the Group's gross profit and
gross profit margin.

DISTRIBUTION, ADMINISTRATIVE AND OTHER
OPERATING EXPENSES

Marketing, selling and distribution expenses were
HI§$_9_1 6 million, up 4.6% due mainly to the Iaurlghm_
of more aggressive marketing and promotion
campaigns — particularly in the first half of the year
— to boost sales and to reinforce our brands and
market position. However, notwithstanding fierce price
competition, the rise in these expenses was partially

VI
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offset by our disciplined approach regarding price

discounts and promotions.

Administrative expenses amounted to HK$159 million,
down 2.5%. Other operating expenses amounted to
HK$124 million, compared to HK$117 million last
year. Total operating expenses amounted to 50.4%
of sales (2003/2004: 50.9%).

RESTRUCTURING COST

During the year under review, the initiative to exit the
Refrigerated Soymilk business in the US and consolidate
all production facilities at the plant in Ayer,
Massachusetts proceeded smoothly as planned. As a
result of that, the Group incurred a total of HK$25
million as restructuring and other exit costs in North

America.
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OPERATING PROFIT AND EARNINGS BEFORE
INTEREST, TAXATION, DEPRECIATION AND
AMORTISATION EXPENSES (EBITDA)

Excluding the one-off restructuring cost, EBITDA for
the year amounted to HK$308 million (2003/2004:
HK$261 million), an increase of 18.0% resulting from

improved sales and operational efficiency.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

For the year ended 31st March, 2005, profit attributable
to shareholders was HK$124 million, an increase of
6.9% from HK$116 million a year ago. Excluding
the restructuring cost, the net profit was HK$149
million. This marked a significant rebound from the

16.5% year-on-year decline in 2003/2004.

LIQUIDITY AND FINANCIAL RESOURCES

With cash inflow from operating activities increasing
to HK$279 million (2003/2004: HK$227 million), the
Group's financial position has remained strong. As
at 31st March, 2005, the Group was in a healthy net
cash position of HK$364 million (31st March, 2004:
HK$270 million). Banking facilities available to but
not used by the Group amounted to HK$338 million.

As at 31st March, 2005, the Group's borrowings
amounted to HK$169 million (31st March, 2004:
HK$181 million). The maturity profile of the borrowings
was spread over a period of five years, with HK$154
million repayable in the first year, HK$5 million in the
second year and HK$10 million in the remaining three
years. The borrowings denominated in US dollar,
Renminbi and Australian dollar were the equivalents
of HK$19 million, HK$35 million and HK$115 million
respectively. The gearing ratio (total borrowings /
shareholders' equity) was 13.5% (31st March, 2004:
14.5%).

The Group incurred capital expenditure totalling HK$53
million in 2004/2005 (2003/2004: HK$66 million),
which was primarily funded by cash generated from

various operations.

Vitasoy International Holdings Ltd.
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CHARGES ON GROUP ASSETS

As at 31st March, 2005, certain assets of the Group
with an aggregate carrying value of HK$37 million
(31st March, 2004: HK$47 million) were pledged to

secure loan facilities used by the Group.

FINANCIAL RISK MANAGEMENT

The Group exercises a reasonable degree of prudence
with regard to financial risk management. It operates
a central cash and treasury management system for
all its subsidiaries. All transactions are related to the
business needs of the Group. Borrowings are normally
taken out in local currencies by the Group's operating
subsidiaries to fund and partially hedge their

investments.

The financial risks faced by the Group are mainly
connected with interest rates and exchange rates.
The Group makes use of financial instruments, where
appropriate, to manage those risks. At the close of
fiscal 2004/2005, the Group had no significant
exposure under foreign exchange contracts or financial

derivatives.

EMPLOYMENT, TRAINING AND DEVELOPMENT

The Group is fully aware of the need to make the best
use of its human resources to maximise productivity
and therefore adopts a pragmatic approach in human
resources management. As at 31st March, 2005, the
number of full-time staff stood at 2,303, a slight

decrease of 0.8%.

In terms of staff development, the Group has continued
to support a wide range of skills training and staff
development programmes in all its regional operations,
with a view to helping the staff to upgrade themselves
and develop the skill sets needed for driving the growth
and meeting the corporate goals of the Group. The
Group also offers incentives to encourage employees

to attend external training and education programmes.

The Group is also fully committed to ensuring the
safety and health of its employees. The safety and

health committees established in the Group's various
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operations are responsible for constantly improving
safety and health in the workplace by carrying out
risk assessment of work sites regularly and by
establishing policies and guidelines for improvement
and taking corrective action where necessary. Regular
and intensive training on safety and health is also

provided for staff.

The Group's remuneration policies and packages
remained unchanged during the year. The remuneration
packages for the staff (including executive directors)
that covered basic salaries, discretionary bonuses,
share options and other long-term benefits were
pegged to the Group's and individual employees'
performance, and were meant to reflect the value
generated by everyone during the year. The Group
implements an appraisal system that aims at rewarding
those who perform well and raising the overall

competence and productivity of its workforce.

SERVING THE COMMUNITY

In the year under review, we continued with our
commitment to actively promote a healthy lifestyle
and play our role as a responsible corporate citizen

by supporting or donating to community activities.

Vitasoy Hong Kong supported a number of health
campaigns, seminars and exhibitions organised by the
Chinese University of Hong Kong, The University of
Hong Kong and health-related organisations
respectively to arouse public awareness of the
importance of health and a healthy diet. Vitasoy Hong
Kong also supported fund raising activities organised
by charitable organisations in Hong Kong to help the
needy. Vitasoy USA donated drinks to a number of
voluntary agencies in the US to help the
underprivileged. To help promote education and
sports, Vitasoy participated in various activities in Hong
Kong and overseas. In Hong Kong, we supported
events organised by both government and non-
government education and cultural bodies. Vitasoy
USA supported a number of events to promote a

healthy lifestyle among Asian youngsters.

Vitasoy International Holdings Ltd.
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Through donations, Vitasoy Hong Kong continued to
help various charitable bodies during the year, including
the Outward Bound Trust of Hong Kong Limited and
the Community Chest of Hong Kong. Vitasoy China
donated to a fund raising education programme to
help needy students in remote regions in Guangming,
Guangdong Province. The Group's employees also
participated in community activities, including a fund-
raising campaign in January 2005 to help the victims
of the South Asian Tsunami, the Corporate and
Employee Contribution Programme of the Community
Chest of Hong Kong and the Oxfam Trailwalker 2004.

RECOGNITIONS AND AWARDS
During the year, the Group won recognitions and
awards for its corporate citizenship and other business-

related achievements.

The Group received the Caring Company Award
organised by the Hong Kong Council of Social Service
for providing a caring environment for the staff, giving
to the community and demonstrating corporate
citizenship. Vitaland Services Limited was granted the
Employees Gold Star Award for the third consecutive
year by the Employees Retraining Board for its active

participation in employee retraining programmes.

VITA GOR YIN HAI "PE Class" and "Basketball" TV
commercials won the Silver Award (non-alcoholic
beverage category) in the Times International Chinese
Advertising Award 2004. VITASOY won the "Yahoo!
Emotive Brand Awards" in the beverage category for
the third consecutive year. VITA Juice Drinks won the
Gold Award in the juice category of Readers’ Digest
Hong Kong SuperBrands 2005. VITASOY was elected
by Shanghai citizens as one of their Top Ten Favourite
Hong Kong Brand Names in the "2004 Hong Kong
Brands & Products Expo" organised by the Chinese
Manufacturers' Association of Hong Kong. VITASOY
Soymilk Drink was named a "Chinese Famous Brand"
by the Chinese Quality Monitoring and Testing

Association.
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HONG KONG O

Production Efficiency EEME
Revenue $1,331 million $1,220 million 9.1%
WA 1,331,000,0007T 1,220,000,0007T
Segment Result $211 million $187 million 12.8%
DEPEE 211,000,0007T 187,000,0007T
Segment Net Operating Assets $458 million $488 million (6.1%)
DEFEEEE 458,000,0007T 488,000,0007T

The Group's production plant in Tuen Mun supports both domestic
sales in Hong Kong and exports to markets in Europe, Macau,
Southeast Asia and the Americas. For the year ended 31st March,
2005, the revenue generated by the plant and the tuck shop
business reached HK$1,331 million, an increase of 9.1% over the
previous year. The segment result for the same year was HK$211
million, representing a strong growth of 12.8%.

With a view to maintaining our leading position and growing our
share in the Hong Kong beverage market, we continued to focus
on brand building and productivity improvement. Healthy sales
growth and improved profitability were achieved in the year under

review.

Market Performance
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Revenue — Hong Kong Domestic Market $1,547 million $1,446 million 7.0%
WA —BERETIS 1,547,000,0007T 1,446,000,0007T
Revenue - Export Markets $76 million $64 million 18.8%
WA~ A5 76,000,0007T 64,000,0007%

Vitasoy International Holdings Ltd.



HONG KONG (continued)

Market Performance (continued)

(1)

)

Hong Kong Domestic Market

While the Hong Kong economy continued to recover from
the 2003 downturn, competition in the non-alcoholic
beverage industry remained intense and the industry’s
performance did not keep abreast of Hong Kong's GDP
growth but instead fell by 2% in value.

Notwithstanding the market conditions, the Group achieved
a healthy sales growth of 7.0% for two main reasons. Firstly,
our investment in product development paid off well as our
new value-added products appealed to a broader consumer
base. The newly launched range of VITA GOR YIN HAI “Icy
Shake"” Fruity Teas targeting young consumers helped
increase our brand's share in this market. We also launched
VITA TSING SUM ZHAN for consumers looking for taste,
health value and good ways to feel at ease. The VITA LIGHT
Chrysanthemum Tea and new flavours in the CHA T DIN
range of PET (plastic bottle) drinks were also welcomed by
the market. The re-launching of CALCI-PLUS as a Soymilk
with health elements in addition to high calcium and low
fats was a success. Secondly, by increasing the level of
investment to reinforce our brands, we were able to further
strengthen the Group’s market position and outperform the
local non-alcoholic beverage market.

The Group’s tuck shop business operated under Vitaland
Services Limited continued to thrive as the market became
increasingly demanding as regards the quality of products
and services. By 31st March, 2005, the number of tuck shops
reached 298, an increase of 15.1% from 259 a year earlier.
Hong Kong Gourmet Limited, the Group’s modern kitchen
facility for catering, also recorded a healthy growth in revenue
of 14.5%. In order to serve schools in the eastern part of the
New Territories, a new reheat centre has been established in
Shatin.

Export Markets

Our export sales sustained a strong year-on-year growth of
18.8% as we continued to break into new markets and
launch new products in existing markets. Sales growth was
particularly strong in Macau as the economy flourished with
the expansion of the gambling industry.
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NORTH AMERICA b 3N

Production Efficiency EEME
Revenue $415 million $442 million (6.1%)
KA 415,000,0007T 442,000,0007T
Segment Result ($37 million) ($44 million) 15.9%
DEBELE (37,000,0007T) (44,000,0007T)
Segment Net Operating Assets $196 million $219 million (10.5%)
DEFEEEE 196,000,0007C 219,000,0007T

The Group’s production plants in Massachusetts and California
support the North American market. During the year, these plants
generated HK$415 million in revenue, a decrease of 6.1%.
Excluding the cost incurred for restructuring, the segment result
was an operating loss of HK$37 million, down from HK$44 million
a year ago.

AREBR G RINMN 2 EEREHELLSE
N5 - FR - ZERE 2 BRA BB
415,000,0007T * T6.1% ° MBREMAM
20 EbFE AR RIS 48 & 1R /8 537,000,000
T KR K F 95 #544,000,000T °

Market Performance mHERR
Revenue — North American Market $468 million $496 million (5.6%)
WA —IEZEMTS 468,000,0007C 496,000,0007C

The market for soy foods in the US continued to grow but at a
slower rate. The Refrigerated Soymilk category, though growing,
was dominated by two major manufacturers whereas the market
for Aseptic Soymilk continued to contract. With the introduction
of Seasoned Tofu, the Tofu category has been growing since 2002.
However, many retailers were reducing the shelf space for Tofu
and Aseptic Soymilk and more retailers treated these products as
commodities.

The Group decided to exit its Refrigerated Soymilk business in
North America so that more resources could be allocated for the
development of new products. It also decided to consolidate all
production facilities at the plant in Ayer, Massachusetts. These
moves proceeded smoothly as planned.

The Group's revenue generated from the North American market
was HK$468 million, down 5.6% from last year. This drop was
attributable partly to the lower demand for Aseptic Soymilk in the
US market and partly to our exit from Refrigerated Soymilk.
However, Tofu sales grew at a rate of 5.0% and we also continued
to increase our market share and maintain our market leadership
in this category.

Vitasoy International Holdings Ltd.
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MAINLAND CHINA

EE1PN

Production Efficiency EEME
Revenue $485 million $499 million (2.8%)
WA 485,000,000 499,000,000
Segment Result $56 million $46 million 21.7%
DESEAE 56,000,0007T 46,000,0007T,
Segment Net Operating Assets $217 million $257 million (15.6%)
NEFEERE 217,000,0007T 257,000,0007T,

The Group’s production plants in Shanghai and Shenzhen support
the Mainland China and Hong Kong markets.

During the year under review, the two HACCP-accredited plants
generated revenue amounting to HK$485 million, a slight drop of
2.8%. The segment result for the year was HK$56 million, up
21.7% from HK$46 million in 2003/2004.

AEEFRN BRIz EERE B A HE
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Market Performance miERE
Revenue — Mainland China Market $133 million $148 million (10.1%)
WA — R B AFETT5 133,000,0007C 148,000,0007T

Severe price competition presented a major challenge to the dairy
segment in Mainland China. The retail price of Dairy Milk dropped
significantly, which impacted the ready-to-drink beverage sector
severely, while the growth of the Soymilk market was still slow.

During the year, we implemented a new business strategy to
focus on products with a higher profit margin and introduced
price increases in Eastern China. The main purpose was to raise
profitability, though sales revenue from the Mainland China

market might fall temporarily.
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MAINLAND CHINA (continued)

Market Performance (continued)

Revenue from the Mainland China market dropped by 22.8% in
the first half. However, the combined effect of brand building,
streamlined product portfolios and healthier margins enabled
Vitasoy China to grow its sales by 10.7% in the second half of the
year. The Group’s Mainland China operation generated revenue
amounting to HK$133 million, a decrease of 10.1% from last

year.

The Shanghai plant’s successful renewal of the co-packing contract
with one of the largest dairy manufacturers in Mainland China
has ensured our closer cooperation and contributed significantly

to both capacity utilisation and earnings.

Vitasoy International Holdings Ltd.

MANAGEMENT DISCUSSION
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AUSTRALIA AND NEW ZEALAND

BN B A B

Production Efficiency EEME
Revenue $149 million $109 million 36.7%
WA 149,000,0007T 109,000,000
Segment Result $10 million $1 million 900.0%
DEEE 10,000,0007T 1,000,0007T,
Segment Net Operating Assets $164 million $164 million -
NEFEEERE 164,000,0007T 164,000,0007T

The Group's joint-venture plant in Wodonga, Victoria supports
the Australian and New Zealand markets. For the twelve months
to 31st March, 2005, the plant generated HK$149 million in
revenue, representing a strong increase of 36.7%. The segment

result was HK$10 million, up 900.0% over the previous year.

Market Performance
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Revenue — Australian and New Zealand Market
WA — BN R F R TS

The market for Soymilk (including flavoured Soymilk and Rice Milk)
continued to grow steadily in both Australia and New Zealand,
expanding by 6.6% and 9.5% respectively. This growth was partly
driven by VITASOY, which grew its sales volume by 31% and 24%

respectively in these two countries.

The Group’s share in these markets also continued to rise, reaching
nearly 19% in Australia and 36% in New Zealand.

The encouraging performance of the Group in these markets
reflected the success of a product innovation programme
implemented since last year and our effective marketing and
promotion campaigns. VITASOY Rice Milk and LUSH Chocolate
Soymilk continued to grow in sales whereas the more recently
launched VITASOY SO MILKY Soymilk also established its popularity
in the market.

$156 million
156,000,0007%

$115 million 35.7%

115,000,0007T
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