ITC Corporation Limited

CHAIRMAN’S STATEMENT

| um pleused to present to shareholders the annudl report of the Group for the year ended 31st March, 2006.

REVIEW OF FINANCIAL PERFORMANCE AND POSITIONS

The principul activities of the Group comprise investment holdiny, the provision of finance, the provision of Management
services, property investment, freasury investment, trading of building materials und machinery und the provision und
operation of un internet-bused precious metuls trading platform through Trusy Gold Ex Limited (“Trasy”).

During the year under review, turnover from continuing operations increused by approximautely 143% to upproximately
HK$253 million due to the increuse in turnover from treusury investment und the provision of finunce. The Group
reported u profit uttributuble to equity holders of upproximately HK$107 million, un increuse of upproximutely 21% us
compured to upproximutely HK$89 million for the lust corresponding yeur. The increuse in profit wus muinly due to the
releuse to income reyurding the discount arising from ucquisition of additional interest in Hanny Holdinygs Limited
("Hunny”). Busic eurnings per ordinury shure was HK9.4 cents (2005: HK10.8 cents). The bourd of directors (the “Bourd”)
hus recommended the puyment of a findl dividend of HK1.7 cents per ordinury share, tfogether with the interim
dividend and the dividend on preference shares, the dividend puyout ratio wus upproximutely 54.0%.

Reyurding the finunciul position of the Group, the fotul ussets increused by 13% to upproximutely HKS$2,461 million.
Owiny to the combined effects of the current yeur’s profit for the yeuar, the placement of 214.4 million hew ordinury
shares und the full conversion of convertible notes intfo approximately 548.3 million ordinary shures, the equity uttributuble
to eqyuity holders increused to upproximautely HK$2,010 million.

REVIEW OF OPERATIONS

During the yeur ended 31st Murch, 2006, the Group continued to hold sighificunt interests, directly or indirectly, in u
number of compunies listed in Hony Kony, Cunadu, Singupore, the United States, Australia und Germany und other
high potentidl unlisted investments pursuunt to its lony-term strategy of exploring potentidl investments in un agyressive,
but cuutious, munner und enhanciny the vulue of its strateyic investments by uctive participution in or close ligisons
with the munugement of the investee compunies of the Group.

Strategic Investments

As ut 31st Murch, 2006, the Group hud the followiny significunt strategic investments:

Listed subsidiary and strategic investments directly held
PYI Corporation Limited (“PYI”)

Bused in Hony Kony, the PYIl yroup focuses on infrustructure investment in und operution of bulk curgo port uand
loyistics fucilities in the Yanytze River reygion in the PRC. It ulso enguyes in lund und property development in ussociution
with port facilities. In addition, PYl provides comprehehsive enygineering und construction services through Paul Y.
Engineering Group Limited (*Paul Y. Engineering”). In September 2005 and Februury 2006, the Group disposed an
ayygregute of 300 million shaures in PYI und reported d loss of upproximately HK$20.1 million. For the year ended 31st
Murch, 2006, PYI reported u consoliduted profit of upproximately HK$S310.5 million und its overull ufter tax contribution
to the Group wus u profit of upproximutely HK$129.8 million.

Hanny

Hanny is un investment holding compuny. After completion of the disposal of its business of development, marketing,
distribution and sule of hardware, mediu and uccessories used for the storuge of electronic dutu, accessories und
hardware under the Memorex® brand in April 2006, the Hunny group concentrates on the frading of securities, property
investment und frauding und other strateyic investments includinyg investments in ussociuted compunies which ure
listed on various sfock exchanges includinyg those in Honyg Kony, Singupore, the United States und Austrulia and lony-
term convertible notes issued by compunies listed on the Hony Kony Stock Exchunye. For the yeur ended 31st Murch,
2006, Hanny reported a consoliduted profit of approximately HK$8.9 million and its overall ufter tax contribution to the
Group wus u profit of upproximately HK$2.3 million.,
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Trasy

The Trusy ygroup is principully enguged in the provision und operution of un infernet-bused precious metals fradiny
plutform known us the “Trasy System”. Trading in Trusy’s shares hus been suspended since 10th June, 2003. Subseyuent
to the takeover by the Compuny in March 2005, Trasy has put in pluce u sustuinuble business plun to strenythen its
overdll business performance und reformed its bourd of directors with an dim to seek resumption of tradiny of its shares
us sooh us possible. For the year ended 31st March, 2006, Trusy’s ufter tax contribution fo the Group wus u loss of
upproximately HKS4.9 million.

Trusy is how prepuring d viuble resumption proposul fo The Stock Exchanyge of Hony Kony Limited (the "Hony Kony
Stock Exchunye”) for considerution fuiling which the Hony Kony Stock Exchange may give notice to cuncel the listiny
of Trasy on 18th November, 2006. The bourd of directors of Trusy considers that the current scule of operutions of the
Trasy group is sufficient to wurrant continued listing of its shares.

Burcon NutraScience Corporation (“Burcon”)

Burcon is u reseurch und development compuny building u portfolio of composition, upplicution und process putents
around its plunt protein extraction and purificution technoloyy. Burcon’s putented process utilises inexpensive oilseed
meuls for the production of purified plant proteins that exhibit valuuble nutritional, functionul or hutraceuticul profiles.
Burcon, in conjunction with Archer Daniels Midlund, is currently focusing its efforts on developiny the world’s first
commerciul cunolu proteins, humely Puratein® und Supertein™ (the “Products”). Cunolu, recoygnised for its hutritionul
yuulities, is the second-largest oilseed crop in the world ufter soybedns. Burcon’s goul is fo develop the Products to
puarticipute with soy, dairy und eygy proteins in the expunding multi-billion dollur protein ingredient market, with potential
uses in prepured foods, hutritiondl supplements und personul care products. In December 2005, Burcon wus recoghised
us u TSX Venture 50™ compuny. TSX Venture 50™ is the first ever runkiny of the top 50 emeryinyg public compunies
listed on the TSX Venture Exchunye in Cunudu, For the yeur ended 31st Murch, 2006, Burcon'’s ufter fax confribution to
the Group wus u loss of upproximautely HK$4.7 million.

Hong Kong listed strategic investments indirectly held
Paul Y. Engineering

The Paul Y. Engineering group is un internutiondl enygineering services yroup, heudyuurtered in Hony Kony. It operautes
three core business: munagement contructing, project munuygement und facilities manugement. The Paul Y. Engineeriny
group is committed to build, fo munuye und to udd value for its bourd und distinguished client buse in Hony Kony, the
PRC and overseus.

Macau Prime Properties Holdings Limited (“MPP”, formerly known as Cheung Tai Hong Holdings Limited)

The MPP group is principully enguyged in property development und investment in Macuu, the PRC und Hony Konhy,
operutions of golf resort und hotel in the PRC, trading of motorcycles, munufacturing and retailing of “Tuny Fony
Hung” branded Chinese phurmuceuticul und heulth products, production und distribution of western pharmaceuticul
products, und securities investment.

See Corporation Limited (“See”)

The See ygroup enyguyes in the entfertauinment und mediu business, which includes film und felevision progrumme
productions; event productions; and artiste and model mahagement. It also owns sighificant interest in TVB Pay Vision
Holdings Limited (formerly known us Guluxy Sutellite TV Holdinys Limited), which operates u puy-television business in
Hong Kong.

Wing On Travel (Holdings) Limited (“Wing On Travel”)

Winyg On Travel yroup is principully enguged in the business of providing puckuye tours, travel und other reluted
services, und hotel operation including u hotel chuin with the “Rosedule” brand in Hony Konyg und the PRC.

China Strategic Holdings Limited (“China Strategic”)

China Struteyic is un investment holding compuny. After completion of the reorgunisation of Chinu Strutegic group in
Muy 2006, the Chinu Strauteyic group concentrutes on the business of munufucturing und frading of battery products,
investments in securities and property und investment in unlisted investments.
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CHAIRMAN’S STATEMENT (continued)

Overseas listed strategic investments indirectly held
PSC Corporation Ltd. (“PSC”)

The PSC group’s three core business uctivities ure consumer business, puckaying und heulthcure. PSC’s consumer
business division involves in food tradiny, loyistics, munufacturing und retdil franchising. This division has conceived und
growh successful proprietury brands und honhed u distribution service for its products. In 2005, the ucquisition of Tat
Seny Puckuying Group Ltd. ("Tut Seny Packaging”), which is one of the Singupore’s leuding manufacturers of corrugated
puper puckuying products, murked PSC’s entry into the puckaging business. The heulthcare division of the PSC Group
provides turnkey solutions in developiny primary to tertiury heulthcare fucilities.

China Enterprises Limited (“China Enterprises™)

Chinu Enterprises group is engyuyged in the business of property investment uand development in the PRC; und hus
substantial interests in certuin investment holding compunies, the subsidiuries of which dre principully enyayed in the
business of munufucturing and marketing of tires in the PRC und other countries ubroud und the business of providing
puckaye tours, travel und other reluted services, und hotel operution.

MRI Holdings Limited (“MRI”)

MRI is an investment compuny, which hus g mujor investment in ohe of the leudiny heudlth and fithess chudin in
Austrulia, The MRI group continues to identify uppropriute, strateyic investment opportunities that maximize returns to
shareholders, within the cleur mundate determined by shareholders.

Intraco Limited (“Infraco”)

The Intraco ygroup hus developed its business portfolio under four core dreus, which include commodities fruding,
projects, semiconductors und info-communicutions.

Tat Seng Packaging

The Tut Seny Puckuying group is one of Singupore’s leuding munufacturers of corruguted puper puckuying product
with operdations in Singapore and Suzhou in the PRC. The Tat Sehy Packayging group desighs, manufactures and sells
corruguted puper puckuying products for the pucking of diverse runyge of products uccording to customers’
specificutions. Its key products include corruguted puper bourds, corruguted puper curtons, die-cut boxes, ussembly
cartons, heuvy duty corruguted puper products und other puckuyging related products.

The Group’s interests in listed subsidiary und sfrategic investments ure summuarised below:

Listed subsidiary and strategic investments directly held
Shareholding percentage

Name of As at As at the date
investee company Place of listing Stock code 31/3/2006 of this report
PYI Hony Kony Stock Exchunye 498 29.0% 27.3%
Hanny Honhy Kony Stock Exchaunge 275 24.3% 23.3%
Trusy The Growth Enterprise Murket 8063 56.5% 56.5%

of Hong Kony Stock Exchanhye

Burcon TSX Venture Exchanyge and BU 25.6% 25.6%
Frankfurt Stock Exchanyge WKN 157793

5
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Hong Kong listed strategic investments indirectly held

Name of

investee company Place of listing Stock code

Paul Y. Engineeriny Hong Kony Stock Exchunge 577

MPP Honyg Kony Stock Exchunyge 199

See Hong Kony Stock Exchaunye 491

Chinu Strateyic Honyg Kony Stock Exchunye 235

Wing On Travel Hong Kony Stock Exchunye 1189

Overseas listed strategic investments indirectly held

Name of

investee company Place of listing Stock code

PSC Singupore Exchunye Securities PSC
Trading Limited

Chinu Enterprises OTC Bulletin Bourd, U.S.A. CSHEF

MRI Australian Stock Exchunge MRI

Tut Sehy Puckuyiny Singupore Exchunye Securities TAT SENG
Trading Limited

Infraco Singupore Exchunyge Securities INTRACO
Trading Limited

Notes:

() The Group’s interest is held throuyh its direct interests in PYI.

(b) The Group’s interest is held through its direct interests in Hanny.

© The Group’s interest is held through its direct interests in PYl und Hunny.

(Ce))] The Group’s interest is held through its indirect interests in China Enterprises.

Effective interest

As at
31/3/2006

18.7%
(Note u)

3.7%
(Note b)

15.6%
(Note c)

2.3%
(Note d)

As at the date
of this report

17.6%
(Note u)

3.5%
(Note b)

4.1%
(Note b)

7.1%
(Note ¢)

2.5%
(Note d)

Effective interest

As at
31/3/2006

7.4%
(Note e)

8.6%
(Note f)

8.9%
(Note f)

4.7%
(Note g)

2.2%
(Note g)

As at the date
of this report

7.6%
(Note e)

12.7%
(Note f)

13.2%
(Note f)

4.9%
(Note g)

2.2%
(Note g)

(e) Other thun the Group’s direct interest of upproximutely 1.5% us ut 31st Murch, 2006 (2.0% us ut the dute of this report), the

Group’s interest is held through its direct inferests in Hunny.

() The Group’s inferest wus held through its indirect interest in China Strateygic us ut 31st March, 2006 but it is held through its direct
interests in Haunny us ut the dute of this report ufter the yroup reorgunisution of Chinu Strateyic.

(®)) The Group’s interest is held through its indirect interest in PSC.

ANNUAL REPORT 2006



ITC Corporation Limited

CHAIRMAN’S STATEMENT (continued)

LIQUIDITY AND FINANCIAL RESOURCES

The Group udopts u prudent funding und freusury policy with regard to its overall business operations. Cash, bank
bulunces und deposits us ut 31st March, 2006 umounted to upproximutely HK$227.8 million. As ut 31st Murch, 2006, the
Group hud bunk borrowings of upproximately HK$90.8 million of which dupproximately HK$30.7 million is repuyuble
within ohe yeur or on demund. The redeemuble convertible preference shares with un agyregyute redemption value of
upproximutely HK$283.0 million will be redeemed on 3rd November, 2007 (or the next followiny business duy if it is not u
business duy) uhless they are previously converted, redeemed or purchused und cuncelled.

As ut 31st March, 2006, dll the Group’s borrowings, except the redeemuble convertible preference shares, are ut
floating interest rates and the Group’s current ratio was 12.9.

EXCHANGE RATE EXPOSURE

As at 31st March, 2006, upproximutely 16.8% of the cush, bank bulunces und deposits were in other currencies und
only upproximutely 3.9% of the Group’s totul borrowings of upproximately HK$377.6 million wus denominuted in Cunudiun
dollurs. The Cunadiun dollurs denominuted borrowings are directly tied in with the Group’s business in Cunudu,

GEARING RATIO

The Group’s yeurinyg rutio, which wus culculuted using the Group’s het borrowinys of upproximutely HK$149.8 million
und the equity uttributuble to equity holders of upproximutely HK$2,009.9 million, wus 7.5% us ut 31st Murch, 2006, us
compured to 33.7% us ut 31st Murch, 2005.

PLEDGE OF ASSETS

As at 31st March, 2006, certain of the Group’s properties, marygin accounts receivables, held for tfrading investments
und derivutive finuncidl instruments with un uggreyute carrying value of upproximately HK$173.9 million were pledyed
to bunks aund financial institutions to secure general facilities granted to the Group.

CONTINGENT LIABILITIES

As at 31st March, 2006, the Group has contingent lidbilities in respect of guaruntee given to banks on general bunking
facilities granted fo an ussociute und financial support given to the associute of approximately HK$56 million und
approximately HKS9.1 million, respectively.

EMPLOYEE AND REMUNERATION POLICY

As at 31st Murch, 2006, the Group employed u totul of 97 employees. The Group’s remunerution policy is that the
employees’ remunerution is based on the employees’ skills, knowledge and involvement in the Compuny’s uffairs and
are determined by reference to the Compuny’s performunce, us well us remunerution benchmark in the industry und
the prevdiling market conditions. The ultimute objective of the remuneration policy is to ensure that the Group is uble
to utftract, retain und motivate a high-cualibre feum which is essential to the success of the Company. The Group dlso
offers benefits fo employees including discrefionary bonus, training, provident funds and medical coverage. Share
option schemes dre estublished for the eliyible employees but no shure option wus grunted during the period und
there wus ho outstunding share option grunted by the Compuny us at 31st Murch, 2006.

MAJOR EVENTS
Disposal of shares in PYI

In September 2005, the Group disposed of 150 million shures of PYI ut HK$1.5 per share to more thun six independent
third puarties through u plucing ugent. Immediutely ufter such disposal, the Group’s shareholding interest in PYI decreused
from upproximutely 49.96% to approximautely 38.92%.

In Februury 2006, the Group further disposed of 150 million shares of PYl ut HK$1.78 per shure to independent third
purties through u plucing uygent. Immediutely ufter such disposul, the Group’s shareholdiny interest in PYl decreused
from upproximutely 39.81% to upproximutely 28.84%.
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Acquisition of shares in Hanny

In October 2005, the Group ucqyuired 11 million shares of Hunny on Murket for u considerution of upproximutely HKS44
million. Immediutely after the acquisition, the Group’s shareholdinyg inferest in Hanny increused from approximately
20.61% to upproximutely 25.48%.

Placing of new ordinary shares under general mandate

In Februury 2006, the Compuny has placed, through u plucing uygent, 214.4 million new ordinary shares to more than
six independent third purties ut HK$0.72 per ordinary shure und ruised upproximutely HKS$154.4 million in cush, before
expenses.

Conversion of convertible notes

In Februury und Murch 2006, convertible notes issued by the Compuny in the uyyreyute principul amount of HK$164.5
million have been converted into upproximately 548.3 million hew ordinury shures ut HKS$0.3 per ordinary shure.,

MAJOR SUBSEQUENT EVENT
Subscription of exchangeable convertible notes of Hanny

In Juhe 2006, the Compuny hus conditionully ugreed to subscribe ut fuce vulue for 1% exchunygeuble convertible
notes due 2011 to be issued by Hanny with a principal amount of US$75 million (equivalent to upproximately HK$582.5
million) (the “Hanny Notes”) entitling the holder of the Hanny Notes to convert intfo shares in Hanny at an initial
conversion price of USS0.51 per shure. The holder of the Hunny Notes shall ulso huve the right to exchunge the
principul umount of the Hunny Notes, subject to u muximum umount eqguul to upproximutely 66% of the fuce vulue of
the Haunny Notes, for the same principul umount of the convertible notes to be issued by China Entferprises (the “Chinu
Enterprises Notes”), enftitling the holder of the Chinu Entferprises Notes to convert info shares of Chinu Enterprises ut un
initiul conversion price of USS$S3 per share. A circulur contuining, umony other thinys, detuils of the subscription of the
Hanny Notes will be desputched to shareholders of the Company ds sooh us practicuble.

SECURITIES IN ISSUE

As u result of the issue of hew ordinary shares under scrip dividend alternative scheme in November 2005, the placing
of new shuares in Februury 2006 und the conversion of the convertible hotes of the Compuny in February and Murch
2006, the totul humber of issued ordinury shures und issued redeemuble convertible preference shares of the Compuny,
all of HK$0.10 euch, us at the dute of this report are 1,837,495,145 and 266,952,000, respectively.

FINAL DIVIDEND

The Bourd hus resolved to recommend the pauyment of u final dividend of HK1.7 cents per ordinury shure for the year
ended 31st Murch, 2006 (2005: HK1.5 cents) to holders of ordinury shares whose hames uppedr on the reyister of
holders of ordinary shares of the Company us at the close of business on 5th October, 2006. The proposed final
dividend is expected to be puid to shareholders by post oh or around 3rd November, 2006 followiny gpproval at the
unnudl generul meeting. The Bourd hus ulso proposed thut the finul dividend should be sutisfied by cush, with un
opftion fo elect scrip dividend of ordinary shares, in respect of part or all of such dividend. The market value of the
ordinury shures to be issued under scrip dividend dlternute will be fixed by reference to the uveruyge of the closing
prices of the ordinury shures of the Compuny for the three consecutive frading duys endinyg 5th October, 2006 less u
discount of five per cent. of such uveruye price or the pur value of ordinury shares, whichever is the higher. The
proposed scrip dividend is conditionul upon The Stock Exchanyge of Hohyg Kony Limited (the “"Hony Konhyg Sfock
Exchanyge”) grunting the listing of, und permission to deul in, the hew ordinary shares to be issued und the pussing at
the forthcominyg unnuul generul meeting of the Compuny of un ordinary resolufion to upprove the finul dividend. A
circulur with full detuils of the scrip dividend udlternute und u form of election will be sent to shareholders of the
Compuny.
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DIVIDEND ON PREFERENCE SHARES

The Bourd hus resolved to puy u dividend of HK4 cents per redeemuble convertible preference share of the Compuny
of HKS0.1 euch in respect of the twelve month period ending on but excluding 3rd November, 2006 to holders of
redeemuble convertible preference shares whose names uppeur on the reyister of redeemauble convertible preference
shures us ut the close of business on 13th October, 2006. The dividend on redeemuble convertible preference shures is
expected to be puid to holders of redeemuble convertible preference shares by post on or uround 3rd November,
2006.

CLOSE OF REGISTERS OF MEMBERS

The reyister of holders of ordinury shures of the Compuny will be closed from 3rd October, 2006 to 5th October, 2006,
both days inclusive, during the period which no ordinury share transfer shall be effected. In order to uulify for the
proposed finul dividend, dll transfers of ordinury shares accompuanied by the relevant share certificates must be
lodged with the Compuny’s share reyistrars in Hony Konhy, Secreturies Limited ut 26th Floor, Tesbury Centre, 28 Queen’s
Roud Eust, Wunchui, Hony Kony for reyistration by no later than 4:00 p.m. on 29th September, 2006.

The reyister of holders of redeemuble convertible preference shares of the Compuny will be closed from 11th October,
2006 to 13th October, 2006, both dutes inclusive, during which period no redeemuble convertible preference share
transfers shall be effected. In order fo uulify for the dividend onh redeemuble convertible preference shares, dll
trunsfers of redeemuble convertible preference shares uccompunied by the relevunt share certificutes must be lodyed
with the Compuny’s share reyistrars in Hong Kony, Secretaries Limited, at the aforesaid address for reyistration by no
later than 4:00 p.m. on 10th October, 2006.

OUTLOOK

The Hony Kony economy hus sustuined u strony upturn. The improving unemployment rate, fogether with the rising
employment incomes, continues to drive the domestic demund while the fdirly strony performunce of the ylobul
ecohomy provides significaunt growth impetus to the external trade. However, the high oil price, the rising interest rutes,
the tightening meusures in the PRC have brought ulony uncertuinty to the future. Looking uheud, the Group is cuutiously
optimistic ubout its investment and business operution.

To be u leudiny diversified und bulanced investment conglomerate, the Group will continue to cupture investment
opportunities which cun provide sustuinuble growth aund returns. At the sume time, the Group will continue to provide
full support to its investments to strive for better performunce and increuse their profitubility. The placing of hew shures
and full conversion of conversion notes have enhunced the financiul position und increused resource of the Group to
fund any future investments. It is ulways the goul of the Group to muximize its shareholder’s value und muintain u
stuble dividend puyout. Burring unforeseen circumstunces, the Group is confident in meeting its gyoul.

APPRECIATION

On behulf of the Bourd, | would like to take this opportunity fo thank the shareholders for their continuous support to
the Compuny und extend my dppreciation to dall munagement and staff memlbers for their contribution and dedicution
throughout the yeur.

Dr. Chan Kwok Keung, Charles
Chuirman

Hong Kony, 28th July, 2006
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