ITC Corporation Limited

CORPORATE GOVERNANCE REPORT

The Compuny is committed fo muintuining u high standard of corporate yovernance practices und procedures. The
Compuny believes that good corporate governunce practices are essentiul for effective munagement to enhuncing
shureholders’ vulue. The corporute yovernunce principles of the Compuny emphusise u guulity Bourd, sound internal
conftrols, und trunspurency und uccountubility to all shareholders.

CORPORATE GOVERNANCE PRACTICES

The Compuny has, throughout the yeur ended 31st March, 2006, complied with the code provisions of the Code on
Corporute Governunce Pructices (the "Code”) contuined in Appendix 14 of the Rules Goverhinhy the Listing of Securities
oh The Stock Exchunye of Hony Konyg Limited (the “Listing Rules”) except for the following deviation from code
provision A.4.2 of the Code, detudils of which, together with the considered reusons therefor, ure expluined below:

Under code provision A.4.2 of the Code, every director, including those uppointed for u specific term, should be
subject to retirement by rotation ut leust once every three yeurs. The rotution of directors ut the unnuul generul
meeting of the Compuny held on 12th September, 2005 wus in auccordunce with the Compuny’s previous bye-laws
which stipuluted, inter dliu, thut one-third of the directors for the time being (or, if their number is hot u multiple of
three, the number neurest to but not greater than one-third) shull retire from office by rotation provided that
notwithstanding unything therein, the Chairman of the Bourd und/or the Managing Director of the Company shull not,
whilst holding such office, be subject to retirement by rotation or be tuken into uccount in determining the humber of
directors to retire in euch yeuar. This deviuted from the reyuirements of code provision A.4.2. To fully comply with code
provision A.4.2, relevant umendments to the Compuny’s bye-laws were proposed und upproved by the shareholders
ut the sume annuul generul meeting of the Compuny, pursuunt to which every director shall be subject to refirement
by rotation ut leust once every three years ut the unnual generul meeting.

DIRECTORS’ SECURITIES TRANSACTIONS

The Compuhny hus udopted the model code set out in Appendix 10 to the Listing Rules (the "Model Code”) us its owh
code of conduct regurdinyg securities frunsuctions by the directors. All directors have confirmed, followiny specific
enquiry by the Compuany, that they have complied with the reguired stundurd set out in the Model Code during the
yeur ended 31st Murch, 2006.

The Compuhny hus ulso udopted u code of conhduct yoverniny securities transactions by employees who muy possess
or huve uccess to price sensitive information.

BOARD OF DIRECTORS
The Board

The members of the Bourd are individudlly und collectively responsible for the leudership and control of, und for
promoting the success of, the Compuny by directing and supervising the Compuny’s affuir. As ut the date of this
report, the Bourd comprises of nine directors, including the Chairmun, the Deputy Chairman and Managing Director,
three other executive directors, und four independent hon-executive directors. The Bourd hus u bulunced composition
of executive und independent hon-executive directors so thut strony independent elements are included in the Bourd,
enabling the Bourd to exercise judgment independently und make decision objectively in the interests of the Company
and its shareholders us u whole. Biographicul detuils of the directors, showinyg u good bulunce of professionul expertise
und diverse range of experience umony them, dre set out on puyes 10 und 11 of the annuul report. The Bourd
members huve no finunciul, business, fumily or other material/relevunt relationship with each other, except thut Dr.
Chun Kwok Keuny, Churles is the elder brother of Mr. Chun Kwok Huhy.

The Bourd hus delegyuted the Executive Bourd with authority and responsibility for handling the munugement functions
und operutions of the duy-to-day business of the Compuany, while reserving certain key mutters for the approval by the
Bourd. The types of decisions to be tuaken by the Bourd include unnuul und interim period finunciul reporting und
control, eyuity fund ruising, declaration of interim dividend and making recommendution of finul dividend or other
distributions, notifiable fransuctions under Chapter 14 and 14A of the Listing Rules aund making recommendation for
cupitdl reorgunisation or scheme of urrangement of the Company.
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Four regular bourd meetinys were held with at leust fourteen duys’ hotices yiven to dll directors und udditional bourd
meetings were held us und when hecessary. Directors ure provided with relevant information to muke informed
decisions. The Bourd und euch director huve sepurute und independent uccess to the Compuny’s senior munagement.
A director of the Compuny who considers u heed for independent professionul udvice in order fo perform his/her
duties us u director of the Compuny muy convene, or request the secretary of the Compuny to convene, u meeting of
the Bourd to upprove the seekinyg of independent legul or other professionul udvice.

The uttendunce of euch individuul member of the Bourd, the Audit Committee und the Remunerution Committee at
the respective meetinys durinyg the financiul yeur is set out in the followiny tuble:-

Meetings Attended/
Eligible to attend

Audit Remuneration
Name of Directors Board Committee Committee

Executive Directors

Chun Kwok Keuny, Charles (Chuirman) 13/15

Chuu Mei Wuh, Rosunnu 15/15 5/5
(Deputy Chuirmun anhd Muhayging Director) (Note 1)

Chun Kwok Huhy 11/15

Chan Fut Yan 14/15

Cheuny Hon Kit 14/15

Lau Ko Yuen, Tom (Note 2) 4/5

Independent Non-executive Directors

Chuck, Winston Cualptor 13/15 3/3 5/5
Lee Kit Wuh 15/15 3/3 5/5
Wonhy Kum Cheony, Stunley 14/15 3/3

Notes:

1. Ms. Chau Mei Wuh, Rosunnu wus dlso uppointed us the Deputy Chuirmun of the Compuny on 12th September, 2005.
2. Mr. Lau Ko Yuen, Tom retired us u director of the Compuny onh 12th September, 2005.
3. Mr. Shek Lui Him, Abrahum wus uppointed us un independent non-executive director of the Compuny on 26th June, 2006.

Chairman and Managing Director

The roles of the Chuirmun und Munhuyiny Director ure seyregyuted und ure held by different individuuls. The Chuirman
is responsible for the Group’s sfruteyic pluhning und the munuyement of the operutions of the Bourd, while the
Maunugyging Director takes the leud in the Group’s operutions und business development. There is u cleur division of
responsibilities between the Chuirmun und Munuying Director of the Compuny which provides u bulunce of power
and authority.

Independent non-executive directors

The independent hon-executive directors ure uppointed for u specific term, subject to re-election, which will run until
the conclusion of the third unnudl general meeting from the dute of their last re-election und in uccordunce with the
Compuny’s bye-laws. At leust one of the independent hon-executive directors has appropriate professional yualifications
or uccounting or related financial munagement expertise as reqyuired under Rule 3.10 of the Listing Rules. The Compuny
hus received the annhudl confirmution of independence from euch of the independent non-executive directors us
required under Rule 3.13 of the Listing Rules. The Compuny cohsiders dll independent non-executive directors to be
independent.
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Nomination, appointment and re-election of directors

The Bourd us u whole is responsible for the uppointment of hew directors und directors’ homination for re-election by
shareholders ut the generdl meeting. Under the Compuny’s bye-laws, the directors shall huve the power to appoint
any person us u director ut uny time either to fill a cusuul vacuncy on the Bourd or us un uddition to the existing Bourd
who is subject to refirement and re-election at the first ygenerul meeting or first annudl generul meeting respectively
ufter his/her uppointment. All directors of the Compuny ure subject to retirement and re-election by shareholders on u
rotution busis at leust once every three years. Potential hew directors dure identified and submitted to the Bourd for
approvul. The homination of directors should be taken into consideration of the cundidute’s quulificution, ability and
potential contribution fo the Compuny. A cundidute to be uppointed us independent non-executive director must
ulso sutisfy the independence criteriu set out in Rule 3.13 of the Listing Rules. No Bourd meeting wus convened during
the year under review for the uppointment of new director.

REMUNERATION COMMITTEE

The Bourd hus set up u Remunherution Committee with a mujority of the members beiny independent honh-executive
directors. The existing Remunerution Committee comprises two independent non-executive directors, namely, Mr. Chuck
Winston Culptor (Chuirmun of the Remuneration Committee) und Mr. Lee Kit Wah, and the Deputy Chairman and
Manugyinyg Director, Ms. Chuu Mei Wuh, Rosunnui.,

The principul responsibilities of the Remuneration Committee include mukiny recommendutions to the Bourd on the
Compuny’s policy und structure for all remuneration of Directors und senior munaugement and on the estublishment of
u formul und fransparent procedure for developiny policy onh such remuneration und reviewing und determining the
remunerution puckuyges of the executive directors und senior munuygement. The terms of reference of the Remuneration
Committee, which follow closely the reyuirements of the code provisions of the Code und huve been udopted by the
Bourd, are posted on the Compuny’s website. The Remuneration Committee is provided with sufficient resources to
discharyge its duties.

During the yeuar, the Remunerution Committee held five meetings. In these meetinys, the Remuneration Committee
had principully performed the followings: muking recommendution on directors’ fees to the Bourd for the approvul by
the shureholders ut the unnuul generul meeting, approviny the directors’ fees of executive directors of the Compuny
und muking recommendution for the upproval by the Bourd on the Compuny’s independent non-executive directors’
fees, reviewiny und upproving the remunerution of the Chairman und the Deputy Chdirmun und the Munuginy
Director, und upproving the discretionary bonus of sehior munuygement and reviewing remuneration policy.

With the recommendution of the Remuneration Committee, the Bourd set the remuneration policy of directors und
senior munaygement of the Compuny. The Remunerution Committee shall consult the Chuirman und/or the Munugying
Director of the Compuny ubout its proposuls reluting to remunerution puckuges of the directors und senior munuyement
of the Compuny. The emoluments of the directors und senior munaygement of the Compuny dure bused on the skKills,
knowledyge und involvement in the Compuny’s uffairs of euch director or senior maunagement und are determined by
reference to the Compuny’s performance, us well us remuneration benchmurk in the industry und the prevuiling
murket conditions. The ultimate objective of the remuneration is fo ensure that the Compuany is uble to attract, retuin
und motivate a high-culibre teum which is essentiul to the success of the Compuny.

The detuils of the remunerution of directors are set out on hote 15 to the finunciul stutements. No director is involved in
deciding his/her ownh remunherution.
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AUDIT COMMITTEE

The Audit Committee of the Compuny consists of four independent honh-executive directors, humely Mr. Lee Kit Wah
(Chuirmun of the Audit Committee), Mr. Chuck Winston Culptor, Mr. Wong Kum Cheony, Stunley und Mr. Shek Lui Him,
Abraham. The Audit Committee is chuired by Mr. Lee Kit Wah, who is u quualified accountunt with extensive experience
in financiul reporting and controls.

The principul duties of the Audit Committee include reviewing the Compuny’s financial reporting system and internal
conftrol procedures, reviewing the Group’s finuncial information and reviewing the relationship with the external auditors
of the Compuany. Terms of reference of the Audit Committee, which follow closely the requirements of code provisions
of the Code und huve been udopted by the Bourd und posted on the Compuny’s website. The Audit Committee is
provided with sufficient resources to discharge its duties.

During the year under review, the Audit Commifttee reviewed und mude recommendution for the Board’s upproval of
the druft gudited financial statements of the Group for the yeur ended 31st March, 2005 aund the druft unaudited
inferim financial statements of the Group for the six months ended 30th September, 2005, discussed the uccounting
policies und pructices which may uffect the Group with the munugement und the Compuny’s uuditors, made
recommendution onh the re-appointment of externul auditors for the upprovul of shureholders in the annuul yeneral
meetinyg of the Compuany, reviewed the fees charged by the externul auditors und reviewed the internal control
systems of the Group.

AUDITORS’ REMUNERATION

Messrs. Deloitte Touche Tohmutsu ("Deloitte”), the Group’s principul auditors, were re-appointed by shureholders ut the
annudl general meeting of the Company held on 12th September, 2005 us the Compuny’s externul auditors unftil the
next unnhuul generul meeting. For the yeur ended 31st March, 2006, the totul fee puid/payable in respect of statutory
audit und hon-uudit services provided by Deloitte is set out in the followiny table:

Services rendered Fee paid/payable

for the year ended 31st March

2006 2005

HK$°000 HKS 000

Audit service 870 650
Non-audit services

Taxation 20 20

Ad hoc projects 200 650

Review of interim results 250 170

Review of unnudl results announcement 30 -

Total fee paid/payable for the year 1,370 1,490

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The directors are responsible for the preparation of the financial statements for each financial period which give a true
and fair view of the state of uffairs of the Group und of the results and cush flows for that period. In preparing the
financiul stutements for the yeur ended 31st March, 2006, the directors have selected suituble uccounting policies und
applied them consistently, made judgments and estimates that are prudent, fair and reusonuble and prepared the
finuncidal statements on u yoiny concern busis. The stutement by the auditors of the Compuny regarding their reporting
responsibilities on the financiul stutements of the Group is set out in the Report of the Auditors on puyge 28 of this
annudul report.
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INTERNAL CONTROL

The Bourd hus the overdll responsibility for muintuining u sound and effective system of internal control and for
reviewiny its effectiveness, purticularly in respect of the controls on financiul, operationul, compliance and risk
munagement, fo achieve the Compuny’s business struteyies und the Group’s business operations. The directors of the
Compuny have udopted un internal control policy of the Group. The internul control policy is fundumentul to the
successful operation und day-to-day running of u business und it ussists the Compuny in uchieviny its business objective.
The policy hus been developed with primary objective of providing gyenerul yuidunce und recommendutions onh a
busic frumework of internal control and risk munaygement. The Compuny’s internul control systems comprise u well
estublished orgunisutional structure und comprehensive policies und standurds. Procedures huve been designed to
safeguurd ussets aguinst unauthorised use or disposition, fo ensure muintenance of proper uccounting records for the
provision of reliuble financiul informution for internal use or for publicution, und to enhsure compliunce with applicable
laws und regulations. The purpose of the Compuny’s internal control is fo provide reusonuble, but not ubsolute,
ussurunce uguinst material misstatement or loss and to mMunagye rather than eliminate risks of failure in operutional
systems und uchievement of the Compuny’s objective.

COMMUNICATION WITH SHAREHOLDERS

The Bourd mukes its endeuvour to maintuin an onyoing und transparent communicution with dll shareholders aund, in
particulur, use genheral meetings to communicate with shareholders and encourage their purticipation. The Company
ulso uses vurious other meuns of communicution with its shareholders, such as publication of anhudl und interim
reports, press unnouncements, circulars and additionul informution on the Group’s business uctivities und development
onh the Compuny’s website: http://www.itc.com.hk. Detdils of poll vote procedures, which comply with the Listing Rules
und the bye-luws of the Compuny, have been included in the Company’s circulars sent to shareholders of the
Compuny und in the proceedinys of the Compuny’s generul meetings.

By order of the Bourd

Law Hon Wa, William
Compuny Secretary

Hony Kony, 28th July, 2006
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