ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST MARCH, 2006

GENERAL

The Compuny is an exempted compuny incorporuted in Bermudu with limited liubility. Its shares ure listed on
The Stock Exchunyge of Hong Kony Limited (the "Honhyg Kony Stock Exchanyge”). The uddresses of the reyistered
office und the principul place of business of the Compuny ure disclosed in the corporate informution section of
the annuul report.

The financiul stutements ure presented in Hohy Kony dollars, which is the sume as the functionul currency of the
Compuny.

The Compuny is an investment holding compuny. The principul activities of the Compuny’s principul subsidiaries
und the Group’s principul ussociutes ure set out in hotes 53 und 22 respectively.

APPLICATION OF NEW/REVISED HONG KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group hus upplied, for the first time, a humber of hew Honhy Kony Finunciul Reportiny
Standards ("HKFRSs”), Hohyg Kony Accounting Standards ("HKASs”) and Interpretutions (hereinufter collectively
referred to us "new HKFRSs”) issued by the Honyg Kony Institute of Certified Public Accountunts (the “HKICPA")
that are effective for uccounting periods beyinning on or ufter 1st Junuury, 2005. The upplication of the hew
HKFRSs hus resulted in a change in the presentution of the consoliduted income statement, consoliduted bulance
sheet und consoliduted stutement of chunyes in equity. In particular, the presentation of minority inferests und
share of tux of ussociutes have beenh changed. The chunhyes in presentation huve been dpplied retrospectively.
The udoption of the hew HKFRSs hus resulted in chuhges to the Group’s uccounting policies in the followiny
areus thut have aun effect on how the results for the current aund prior uccounting periods ure prepured und
presented:

Business Combinations

In the current yeur, the Group hus elected to upply HKFRS 3 “Business Combinutions” retrospectively to yoodwill
existing at or ucyuired ufter, and to business combinutions for which the ugreement dute is on or ufter 1st
December, 2002 us the Group ucyuired u signhificunt subsidiury in December 2002. The principul effects of the
applicution of HKFRS 3 to the Group ure summurised below:

Goodwill

In previous periods, yoodwill urising on acyuisitions prior to 1st April, 2001 wus held in reserves, und yoodwill
arising on ucquisitions on or ufter Tst April, 2001 wus cupitdlised und umortised over its estimuted useful life. The
Group hus applied the relevunt trunsitional provisions in HKFRS 3 retrospectively to goodwill existing ut or acquired
ufter, und to business combinutions for which the agreement date is on or after 1st December, 2002. Goodwill
previously recoynised in reserves hus been fransferred to the uccumulated profits of the Group on 1st December,
2002. With respect to goodwill previously cupitulised on the bulunce sheet, the Group hus discontinued umortising
such goodwill from 1st December, 2002 (the dute on which the Group upplied the HKFRS 3 with retrospective
effect) onwurds und gyoodwill will be tested for impuirment ut leust annually. Goodwill drising on ucquisitions on
or ufter 1st December, 2002 is meusured ut cost less uccumulated impuirment losses (if auny) ufter initial recoynition.
As u result of this chunye in uccounting policy, ho umortisution of yoodwill hus been charged in the current
yeur, Compurative figures have been restuted (see note 3 for the finunciul impuct).

Excess of the Group’s interest in the nhet fuir value of ucqyuiree’s identifiuble ussets, liubilities unhd conhtingent
liubilities over cost (previously knowh us “hegdtive goodwill”)

In accordunce with HKFRS 3, uny excess of the Group’s interest in the net fair vulue of ucyuiree’s identifiuble
ussets, liubilities and contingent liubilities over the cost of acquisition (“discount on ucyuisition”) is recoynised
immediately in profit or loss in the period ih which the acqyuisition tukes pluce. In previous periods, heyutive
ygoodwill urising on ucquisitions prior fo 1st April, 2001 wus held inh reserves, und neyutive yoodwill arising on
acyuisitions on or ufter Tst April, 2001 wus presented us u deduction from ussets und releused to income bused
onh un unulysis of the circumstunces from which the baulance resulted. In uccordunce with the relevant fransitional
provisions in HKFRS 3, the Group hus derecoynised ull heyutive goodwill us ut 1st December, 2002 which wus
previously presented us u deduction from ussets or hold in reserve, with u correspondinyg increuse to uccumuluted
fprofits.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

2. APPLICATION OF NEW/REVISED HONG KONG FINANCIAL REPORTING STANDARDS (continued)
Intangible Assets

In the current yeur, the Group hus elected to upply HKAS 38 “Intungible Assets”, ulony with the applicution of
HKFRS 3, retrospectively to intanyible ussets ut or acyuired dfter, und to intanyible ussets for which the agreement
date is on or ufter 1st December, 2002.

In previous yedars, intfungible ussets were umortised over their estimated useful lives. HKAS 38 requires infunyible
ussets to be ussessed at the individudl usset level as having either finite or indefinite life. A finite-life intungible
usset is umortised over its estimated useful life whereus un intungible asset with an indefinite useful life is curried
ut cost less uccumulated impuairment losses. Intangible assets with indefinite lives are hot subject to amortisution
but are tested for impuirment annually or more frequently when there are indicutions of impuirment. The
retrospective upplication of HKAS 38 hus hud ho muateriul effect on how the results for the current or prior
uccounting yeurs ure prepured und presented.

Impairment of Assets

In the current yeur, the Group hus elected to upply HKAS 36 “Impuirment of Assets”, ulony with the application
of HKFRS 3 und HKAS 38, refrospectively to goodwill und intunyible ussets acyuired on or ufter 1st December,
2002.

In previous yeurs, the recoveruble umount of un usset wus to be meusured whenever there is un indicution of
impuirment. HKAS 36 requires the recoveruble amount of un usset with an indefinite useful life und yoodwill to
be meusured unnuully, irrespective of whether there is uny indicution that the usset may be impuired. The
retrospective upplication of HKAS 36 hus hud ho muateriul effect on how the results for the current or prior
uccounhting yeurs ure prepured und presented.

Financial Instruments

In the current yeuar, the Group hus upplied HKAS 32 “Finuncial Instruments: Disclosure und Presentation” and
HKAS 39 “Financiul Instruments: Recoghition and Meusurement”. HKAS 32 requires retrospective application. The
applicution of HKAS 39 gyenerdlly does hot permit to recoghise, derecoyhise or medusure financiual ussets and
liubilities on u retrospective busis. The principul effects resulting from the implementation of HKAS 32 und HKAS
39 ure summurised below:

Convertible hotes und redeemdauble convertible preference shares

HKAS 32 requires an issuer of a compound financial instrument (that contains both financial liability and equity
componhents) to sepurute the compound finuncial instrument into its liability und equity components on ifs initiul
recoyhition und to uccount for these components sepurately. In subsequent periods, the liability component is
curried at umortised cost using the effective interest method. The principal impuct of HKAS 32 on the Group is in
relution to the convertible notes und the redeemuble convertible preference shares issued by the Compauny
that contuin both liubility und equity components. Previously, the convertible notes und the redeemuble
convertible preference shures were clussified us liabilities und eyuity, respectively, on the bulance sheet. Becuuse
HKAS 32 requires retrospective application, compurative figures have been restated. Compuarative results for
2005 huve been restated in order to reflect the increuse in effective interest on the liubility component (see
note 3 for the finuncial impact).
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

2.

APPLICATION OF NEW/REVISED HONG KONG FINANCIAL REPORTING STANDARDS (continued)
Financial Instruments (continued)

Classification anhd meusurement of finuncial ussets und financidl liabilities
The Group hus upplied the relevunt trunsitionul provisions in HKAS 39 with respect to clussificution und
meusurement of finunciul ussets und financiul liubilities that ure within the scope of HKAS 39.

By 31st Murch, 2005, the Group clussified und meusured ifs investments in eqyuity securities in auccordunce with
the benchmuark freatment of Stutement of Standurd Accounting Practice 24 “Accounting for Investments in
Securities” ("SSAP 24"). Under SSAP 24, investments in debt or equity securities are clussified us “investment
securities” or “other investments” us uppropriute. “Investment securities” are curried at cost less impuirment
losses (if any) while “other investments” ure meusured ut fair value, with unredlised ygudins or losses included in
the profit or loss. From 1st April, 2005 onwurds, the Group clussifies und meusures its debt und equity securities in
uccordance with HKAS 39. Under HKAS 39, financiul ussets ure clussified us “financial ussets ut fuir value through
profit or loss” or “avuiluble-for-sule finunciul ussets”. The clussification depends on the purpose for which the
ussets ure ucqyuired. “Financiul ussets ut fuir value through profit or loss” und “uvdiluble-for-sule finuncial ussets”
are curried at fuir value, with chunyes in fair values recoyhnised in profit or loss und equity, respectively.

On 1st April, 2005, the Group hus clussified and meusured its investment in equity securities in accordunce with
the reyuirements of HKAS 39. The adoption of HKAS 39 hus resulted in the reclussificution of investments in
securities for the Group to held for trudinyg investments at 1st April, 2005. In addition, the udoption of HKAS 39 by
uh ussociute of the Group hus resulted in un increuse in the Group’s inferest in ussociutes, u decreuse in other
reserve, dn increuse in investment revaluation reserve und un increuse in uccumulated profits as at 1st April,
2005 (see note 3 for the finunciul impuct).

Owner-occupied Leasehold Interest in Land

In previous periods, ownher-occupied leusehold lund und buildings were included in property, plunt und equipment
und meusured usinyg the revaluution model. In the current yeur, the Group hus upplied HKAS 17 “Leuses”. Under
HKAS 17, the lund und buildinys elements of u leuse of lund und buildings ure considered sepurutely for the
purposes of leuse clussification, unless the leuse puyments cannot be ullocuted reliubly between the lund und
buildings elements, in which cuse, the entire leuse is yenerdlly treuted us u finunce leuse. To the extent thut the
dllocution of the leuse puyments between the lund und buildings elements cun be mude reliubly, the leusehold
interests in lund are reclussified to prepuid leuse puyments under operuting leuses, which are curried at cost
und umortised over the leuse terms on u struight-line busis. This chunge in uccounting policy hus been upplied
retrospectively (see note 3 for the finunciul impuct).

Investment Properties

In the current year, the Group hus, for the first time, applied HKAS 40 “Investment Property”. The Group has
elected to use the fuir vulue model to uccount for its investment properties which reqguires guins or losses drising
from changes in the fuir value of investment properties to be recoynised directly in profit or loss for the yeur in
which they arise. In previous yedars, investment properties under the predecessor standard (SSAP 13 “Accounting
for Investment Properties”) were meusured ut open market values, with revaluation surplus or deficits credited or
churyged to investment property revaluation reserve unless the bulunce on this reserve wus insufficient to cover
J revuluution decreuse, in which cuse the excess of the revaludtion decredse over the balunce on the investment
property revaluation reserve wus churged to the income statement. Where u decreuse hud previously been
churygyed to the income statement and a revaluution surplus subseqguently arose, that increuse wus credited to
the income statement to the extent of the decreuse previously charged. The Group has upplied the relevant
fransitional provisions in HKAS 40 aund elected to apply HKAS 40 retrospectively.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

2. APPLICATION OF NEW/REVISED HONG KONG FINANCIAL REPORTING STANDARDS (continued)
Investment properties (continued)

The udoption of HKAS 40 hus resulted in u chunye of clussificution of certuin properties which were previously
exempted for clussifying as investment properties uccording to SSAP 13. In previous yeur, property with 15% or
less by ureu of vulue that wus owhed by the Group und leused out should hormully hot be regyurded us un
investment property. According to HKAS 40, if a portion of properties could be sold sepurutely (or leused out
sepurately under u finance leuse), un entity accounts for the portion separutely. In the current year, the Group
upplied HKAS 40 retrospectively uand hus reclussified certain such properties thut could be sold separately (or
leused out separately under a finunce leuse) from property, plant and eyuipment to investment properties.
Compurutive figures for 2005 huve been restuted (see hote 3 for the finuncial impact).

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

The effects of the chunyes in the uccountinyg policies described ubove onh the results for the current and prior
yeurs ure us follows:

(i) On results
For the year ended 31st March, 2006

HKAS 1 HKAS 38 HKAS 32 HKAS 39 HKAS40 HKFRS 2 HKFRS 3 Total effects
HK$'000 HK$°000 HK$°000 HK$°000 HK$000 HK$°000 HK$000 HK$000

Non-umortisution of goodwill - - - - - - 77 77
Decreuse in depreciution - - - - 66 - - 06
Increuse in negutive goodwill

credited to income - - - - - - 15,285 15,285
Decreuse in revuluation surplus

on lund und building - - - - (401) - - (401)
Increuse in fair value of

investment properties - - - - 335 - - 335

Increuse in loss on disposul

and dilution of inferest in

ussociutes - - - - - - (84,141) (84,141)
Increuse in effective inferest

on the liability component

of convertible notes - - (1,731) - - - - (1,731)
Increuse in effective inferest

on the liability component

of redeemable convertible

preference shares - - (10,952) - - - - (10,952)
Decreuse in income tux expense 36,020 - - - - - - 36,020
(Decreuse) increuse in shure

of resulfs of ussociutes (36,020) 1.178 - 49,079 - (1,520) 10,309 23,026

Decreuse in profit for the yeur
und attributable to equity
holders of the purent - 1.178 (12,683) 49,079 - (1,520) (58.470) (22,416)
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES (continued)

(i) On results (continued)
For the year ended 31st March, 2005
HKAS 1 HKAS 32 HKFRS 3 HKAS 40 HK-INT 2 Total effects
HK$’°000 HK$°000 HK$’°000 HK$°000 HK$°000 HK$°000
Decreuse in depreciution - - - 62 - 62
Decreuse in neyutive yoodwill credited
to income - - (47,790) - - (47,790)
Decreuse in surplus urising from
lund und building - - - (62) - (62)
Increuse in loss onh disposul und dilution
of interest in ussociutes - - (42,036) - - (42,036)
Increuse in effective inferest on the
liubility component of convertible notes - (2,908) - - - (2,908)
Increuse in effective inferest on the
liubility component of redeemuble
convertible preference shures - (4,439) - - - (4,439)
Decreuse in income tux expense 41,383 - - - - 41,383
Decreuse in share of results of ussociutes (41,383) - - - (657) (42,040)
Decreuse in profit for the yeur und
uttributable to eyuity holders of the parent - (7,347) (89,826) - (657) (97,830)
(i) On income statement line items
2006 2005
HK$°000 HKS 000
Decreuse in other income (66) (27,192)
Decreuse in administrative expenses 66 62
Increuse in discount on acyuisition releused to income 2,578 -
Increuse in finunce costs (12,683) (7.347)
Increuse in het loss on disposul und dilution of interests in
subsidiaries und ussociutes (84,141) (42,036)
Increuse (decreuse) in shure of results of ussociutes 35,810 (62,700)
Decreuse in taxation 36,020 41,383
Decreuse in profit for the year und uttributable to
eqyuity holders of the purent (22,416) (97.,830)
=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

3.

41

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES (continued)
The cumulutive effects of the upplicution of the hew HKFRSs on 31st March, 2005 und 1st April, 2005 are

summurised below:

Balance sheet items
Property, plunt and equipment
Investment properties
Prepuid leuse puyments
Inferests in ussociutes
Investments in securities
Held for frading investments
Convertible notes
Deferred tux liubilities
Redeemuble convertible
preference shures

Totul effects on ussets und liubilities

Share cupitdl

Share premium

Other reserve

Investment revaluation reserve
Property revaluation reserve
Goodwill reserve

Convertible notes reserve
Preference shure reserve
Accumuluted profits

Totul effects on eyuity

Share of

effect of

Effect of Effect of  Effect of Effect of HKAS 39 on
31.3.2005 HKFRS 3 HKAS 32 HKAS40  31.3.2005  HKAS 39 associates  1.4.2005
HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
(Originally (Restated) (Restated)

stated)

151,785 - - (3,525) 40,760 - - 40,760
- - - 3,526 3,525 - - 3,526
- - - - 94,079 - - 94,079
1,652,095 260,191 - - 1912286 - 30978 1,943,264
5,025 - - - 5,025 (5,025) - -
- - - - - 5,025 - 5,025
(164,378) - 1,750 - (162,628) - - (162,628
(2.396) - - - (48) - - (48
- - - (286,537) - (286,537) - - (286,537)
1,642,131 260,191 (284,787) - 1,606.462 - 30978 1,637,440
133,896 - - (26,695) - 107,201 - - 107,201
293,220 - - (258.710) - 39,610 - - 39.510
(1.721) 2,675 - - 954 - (228) 726
- - - - - - 491 91
11,297 - - - 224 - - 224
(44,851) 44,851 - - - - - -
- - 5,337 - 5,337 - - 5,387
- - 871 - 871 - - 871
78,391 212,665 (10,590) - 280,466 - 30,715 311,181
470,232 260,191 (284,787) - 434,563 - 30978 465,541
1,171,899 - - - 1,171,899 - - 1,171,899
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES (continued)

The cumulative effects of the upplicution of the hew HKFRSs on 31st Murch, 2004 are summMmurised below:

Effect of Effect of Effect of
31.3.2004 HKFRS 3 HKAS 32 HKAS 40 31.3.2004
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000
(Originally (Restated)
stated)

Balance sheet items
Property, plunt und eyuipment 452,374 - - (3.525) 448,849
Investment properties 515,000 - - 3.5625 518,625
Interests in ussociutes 1,750,489 40,351 - - 1,790,840
Neyutive goodwill (314,540) 314,540 - - -
Convertible notes (289,050) - 6,210 - (282,840)
Totul effects on ussets und lidbilities 2,114,273 354,891 6,210 - 2,475,374
Share premium 209,889 - 60 - 209,949
Ofther reserve 7.130 2,675 - - 9,805
Goodwill reserve (49,067) 49,067 - - -
Convertible notes reserve - - 9,393 - 9,393
Accumuluted losses (1,085,101) 303,150 (3.243) - (785,194)
Minority interests - 1,195,364 - - 1,195,364
Totul effects on equity (917,149) 1,550,256 6,210 - 639.317
Minority interests 1,195,365 (1,195,365) - - -
1,836,057 - - - 1,836,057
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

3.

43

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES (continued)

The Group has not eurly upplied the following hew standards, umendments or inferpretutions that have been
issued but ure not yet effective. The directors of the Compuny unticipute that the upplication of these stundurds,
umendments and interpretutions will have nho muteridl impact on the finuncial statements of the Group except
for HKAS 39 & HKFRS 4 (Amendments) “Finunciul Guarantee Contructs” which require dll financial guaruntee
contracts to be initidlly meusured at fuir value. The directors consider that the impuct resulting from this
umendment cunnhot be reusonubly estimuted us at the bulunce sheet dute:

HKAS 1T (Amendment) Cupital disclosures!
HKAS 19 (Amendment) Actuaridl guins und losses, group pluns und disclosures?
HKAS 21 (Amendment) Net investment in u foreign operution?
HKAS 39 (Amendment) Cush flow hedyge uccounting of forecust intragroup transuctions?
HKAS 39 (Amendment) The fair vulue option?
HKAS 39 & HKFRS 4 (Amendments) Financiul guurantee contructs?
HKFRS 6 Exploration for and evaluation of mineral resources?
HKFRS 7 Financiul instruments: Disclosures!
HK(FRIC) — INT 4 Determining whether un urrangement contuins u leuse?
HK(FRIC) — INT 5 Rights to interests arising from decommissioniny, restoration and
environmental rehubilitation funds?
HK(FRIC) — INT 6 Liabilities urising from participating in a specific murket —
wuste electricul und electronic eyuipment?
HK(FRIC) — INT 7 Applying the restatement upprouch under HKAS 29
Finuncial Reporting in Hyperinflationury Economies?
HK(FRIC) — INT 8 Scope of HKFRS 2°
HK(FRIC) = INT 9 Reussessment of embedded derivutives®

! Effective for unnuul periods beyinning on or ufter 1st Junuury, 2007.

2 Effective for unnuul periods beyinning on or ufter 1st Junuary, 2006.

3 Effective for unnuul periods beyinning on or ufter 1st December, 2005.
4 Effective for unnuul periods beyginning on or ufter 1st March, 2006.

5 Effective for unnuul periods beyinning on or ufter 1st May, 2006.

¢ Effective for unnuul periods beyinniny on or ufter 1st Juhe, 2006.

SIGNIFICANT ACCOUNTING POLICIES

The consoliduted finunciul stutements have been prepured under the historicul cost busis except for certain
properties and finuncial instruments, which dure meusured ut revulued amounts or fuir values, as expluined in the
uccounting policies set out below.

The consoliduted finunciul stutements huve been prepured in uccordunce with new HKFRSs issued by the
HKICPA. In addition, the consoliduted finunciul statements include applicuble disclosures required by the Rules
Governiny the Listing of Securities on the Honyg Konhy Stock Exchunye und by the Hony Kony Compunies
Ordinunce.

Basis of consolidation

The consoliduted finunciul stutements incorporute the financiul statements of the Compuny und its subsidiaries.

The results of subsidiuries ucyuired or disposed of during the year ure included in the consoliduted income
stutement from the effective dute of ucyuisition or up to the effective dute of disposul, us uppropriate.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (confinued)

Where necessury, udjustments are mude to the finuncial statements of subsidiuries to bring their accounting
policies in line with those used by other members of the Group.

All infra-group trunsuctions, balunces, income und expenses ure eliminuted on consolidation.

Minority interests in the net ussets of consoliduted subsidiuries ure presented sepurutely from the Group’s eqyuity
therein. Minority interests in the net ussets consist of the amount of those interests ut the dute of the originul
business combinution und the minority’s share of chanhges in equity since the dute of the combinution. Losses
upplicuble to the minority in excess of the minority’s interest in the subsidiary’s equity are ullocuted uyuinst the
interests of the Group except to the extent that the minority hus u binding obligution und is uble to muke an
udditional investment to cover the losses.

Business combinations achieved in stages

For business combinution thut involves more than ohe exchange transaction through successive share purchuses,
the cost of the transaction and fair value information ut the dute of each exchunyge transaction are treated
sepurutely fo determine the umount of uny goodwill ussociuted with thut transaction. Any udjustments to those
fair vulues relating to previously held interests is uccounted for us increuse in revuluudtion reserve.

Property, plant and equipment

Property, plunt and equipment, other than construction in progress, ure stated ut cost or fuir value less subseyuent
accumulated depreciation und umortisution und uccumuluted impuirment losses.

Lund und buildinygs held for use in the production or supply of goods or services, or for udministrative purposes,
are stuted in the balunce sheet ut their revalued umount, beiny the fuir value ut the date of revaluation less
any subseyuent uccumulated depreciation und umortisation und uny subseyuent uccumuluted impuirment
losses. Revuluutions ure performed with sufficient regulurity such that the carrying umount does not differ
muateridally from that which would be determined using fuir values ut the balunce sheet dute.

Any revuluation increuse drising on revuluution of lund und buildings is credited to the property revuluution
reserve, except to the extent that it reverses u revuluation decreuse of the sume usset previously recoynised us
anh expense, in which cuse the increuse is credited to the income statement to the extent of the decreuse
previously charged. A decreuse in het currying umount arising on revaluation of un usset is deult with as an
expense to the extent thut it exceeds the bulunce, if uny, on the property revaludtion reserve reluting tfo u
previous revaluation of the sume asset. On the subsequent sale or retirement of u revalued usset, the attributable
revuluation surplus is fransferred to uccumulated profits.

No depreciution is provided in respect of freehold land.

Depreciution is provided to write off the cost or fuir value of items of property, plant und eyuipment, other thun
cohstruction in progress, over their estimuted useful lives und ufter taking into account their estimated residual
vdlue, using the straight-line method.

An item of property, plant und equipment is derecoyhised upon disposul or when no future economic benefits
dre expected to urise from the contfinued use of the usset. Any guin or loss urising on derecoynition of the usset
(culculuted us the difference between the net disposul proceeds und the carrying umount of the item) is
included in the income statement in the year in which the item is derecoynised.

Construction in progress is stated at cost which includes dall development expenditure und the direct costs
attributable to such projects. Construction in proyress is hot depreciated or amortised until completion of
cohstruction and the usset is avdiluble for use. The cost of completed construction works is transferred to the
dppropriute cuteyories of property, plunt and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

4.

45

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investment properties

On initial recoynition, investment properties are meusured ut cost, including any directly attributable expenditure.
Subsequent to initial recoynition, investment properties ure measured using the fair value model. Guins or losses
arising from chunyes in the fuir value of investment property are included in profit or loss for the period in which
they arise.

An investment property is derecoghised upon disposul or when the investment property is permunently withdrawn
from use or ho future economic benefits ure expected from its disposuls. Any yuin or loss urising on derecoyhition
of the usset (culculuted us the difference between the net disposul proceeds und the currying amount of the
usset) is included in the income statement in the year in which the item is derecoynised.

Interests in associates

The results und ussets und liubilities of ussociutes ure incorporuted in these finunciul stutements using the equity
method of uccounting. Under the equity method, investments in ussociutes ure curried in the consoliduted
bulance sheet ut cost us udjusted for post-ucyuisition changes in the Group’s share of the profit or loss und of
chunyes in eyuity of the ussociute, less uny identified impuirment loss. Whenh the Group’s share of losses of un
ussociute equuls or exceeds its interest in that ussociute (which includes uny lony-term interests thut, in substance,
form purt of the Group’s het investment in the ussociute), the Group discontinues recoynising its share of further
losses. An udditional share of losses is provided for und u liubility is recoynised only to the extent that the Group
hus incurred leyul or constructive obligutions or mude puyments on behulf of that ussociute.

Where u group entity trunsacts with un uassociute of the Group, profits und losses ure eliminuted to the extent of
the Group’s inferest in the relevant ussociute.

Other intangible assets

On initial recoynition, other intangible ussets ucyuired sepuarutely other than from business combinutions are
recoyhised ut cost. After initial recognition, other intangible ussets with indefinite useful lives ure carried ut cost
less uny identified impuirment loss.

Guins or losses arising from derecoynition of an intungible usset are meusured at the difference between the
net disposul proceeds und the currying amount of the usset and dre recoghised in the income stutement when
the usset is derecoynised.

Other intanyible ussets with indefinite useful lives are tested for impairment annudlly by compuaring their carrying
aumounts with their recoveruble umounts, irrespective of whether there is uny indicution thut they may be
impuired. If the recoveruble umount of other intfangible ussets is estimuted to be less than its carrying amount,
the currying umount of the other intangible ussets is reduced to its recoveruble amount. An impuirment loss is
recoyhised us un expense immediutely.

When un impuirment loss subseyuently reverses, the carrying amount of other intanygible ussets is increused to
the revised estimate of its recoveruble amount, but so that the increused cuarrying amount does hot exceed the
currying umount that would huve been determined had no impuirment loss been recoyhised for thut other
intfunyible ussets in prior yeurs. A reversul of an impuirment loss is recoynised us income immediutely.

Financial instruments

Financial ussets und finuncial liabilities ure recoynised on the bulance sheet when a group entity becomes u
party to the contractuul provisions of the instrument. Finuncidl ussets und finuncidl liubilities are initidlly measured
at fair value. Transaction costs that ure directly attributuble to the ucquisition or issue of finunciul ussets und
financiul liabilities (other than financial ussets and finunciual liubilities at fuir value through profit or loss) are
udded to or deducted from the fair value of the financiul ussets or finunciul liubilities, us uppropriute, on initial
recoynhition. Trunsaction costs directly attributuble to the ucquisition of financiul ussets or finuncial liubilities at
fair value through profit or loss ure recoghised immediautely in profit or loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (confinued)

Financial assets

The Group’s financiul ussets ure clussified into one of the four cuteyories, including finuncial ussets ut fair value
through profit or loss, louns aund receivubles, held-to-muaturity investments and avdiluble-for-sule finunciul ussets.
All regyular way purchuses or sules of finunciul ussets ure recoyghised und derecoynised on u frade dute busis.
Regulur wuy purchases or sules ure purchuses or sules of finunciul ussets that require delivery of ussets within the
time frume estublished by regulution or convention in the marketplace. The uccounting policies udopted in
respect of euch cuteyory of finunciul ussets ure set out below.

Financial ussets ut fair value through profit or loss

Financiul assets ut fuir value through profit or loss hus two subcuteyories, including finunciul ussets held for
fruding und those designuted ut fuir vulue through profit or loss on initial recoynition. At euch bulunce sheet
date subseyuent to initiul recoynition, finunciul ussets ut fair value through profit or loss ure meausured at fair
vdlue, with chunges in fuir value recoyghnised directly in profit or loss in the period in which they arise.

Louhs und receivables

Louns und receivubles ure non-derivative finunciul ussets with fixed or determinuble payments that are not
yuoted in an active murket. At euch bulance sheet date subseyuent to initial recoynition, louns und receivubles
(including debtors, deposits und prepuyments, margin uaccount receivubles, louns receivuble, bank deposits,
bunk balances, umounts due from ussociutes und umounts due from related compunies) are caurried ut amortised
cost using the effective interest method, less any identified impuirment losses. An impuirment loss is recoyhised
in profit or loss when there is objective evidence thut the usset is impuired, und is meusured us the difference
between the usset’s carrying amount and the present vulue of the estimated future cush flows discounted ut
the originul effective interest rate. Impuirment losses dre reversed in subseyuent periods when un increuse in the
usset’s recoveruble umount cun be reluted objectively to unh event occurring dafter the impuirment waus
recoyhised, subject to d restriction thut the carrying umount of the usset ut the dute the impairment is reversed
does hot exceed whut the umortised cost would huve been hud the impuairment not been recoyhised.

Avdilable-for-sale financidal assets

Avuiluble-for-sule finunciul ussets ure hon-derivutives that ure either designuted or not clussified us any of the
other categories (set out ubove). At each balunce sheet dute subsequent to initial recoygnition, avdiluble-for-
sule finunciul ussets ure meusured at fuir value. Chaunyes in fuir value dre recoyhised in equity, until the
financial usset is disposed of or is determined to be impuired, ut which time, the cumulutive guin or loss
previously recoghised in equity is removed from equity und recognised in profit or loss. Impuirment losses on
avuiluble-for-sule financiul ussets ure recoynised in profit or loss. Impuirment losses on avdiluble-for-sule eqyuity
investments will not be reversed in subseyuent periods. For uvdiluble-for-sule debt investments, impairment
losses ure subseyuently reversed if aun increuse in the fuir value of the investment can be objectively reluted to
unh event occurring ufter the recoynition of the impuirment loss.

Financial liabilities and equity
Financiul liubilities aund equity instruments issued by u yroup entity are clussified uccording to the substance of
the contfractuudl urrangements entered into und the definitions of a finuncial lidbility und un equity instrument.

An equity instrument is any contract that evidences a residudl interest in the ussets of the group entity ufter
deducting dll of its liubilities. The Group’s finauncidl liabilities are yenerdlly clussified into financidl liabilities at fuir
vulue throuyh profit or loss und other financidl liabilities. The accounting policies udopted in respect of financiul
liubilities and equity instruments ure set out below.

Ofther finuncidl liubilities

Other financiul liubilities, including bunk borrowinys, creditors, maryin account puyubles, umounts due fo
ussociutes und other louns, are subsequently meusured ut amortised cost, using the effective interest method.

46

ANNUAL REPORT 2006

Lif=

[|
T
C



ITC Corporation Limited

Lifs

[|
T
C
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Available-for-sale financial assets (continued)

Convertible hotes und redeemuble convertible preference shares

Convertible hotes und redeemuble convertible preference shures issued by the Compuny that contuin both
finuncidl liability und equity components ure clussified sepurutely into respective liubility und eqguity components
on initiul recognition. On initiul recognition, the fair value of the liability component is determined using the
prevdiling market interest of similar non-convertible debts. The difference between the proceeds of the issue of
the convertible notes/redeemuble convertible preference shares und the fair value ussighed to the liubility
componhnent, representing the embedded cull option for the holder to convert the hotes into equity, is included
in eyuity (convertible notes reserve/preference shure reserve).

In subsequent periods, the liability component of the convertible hotes und redeemauble convertible preference
shares is curried ut umortised cost using the effective interest method. The equity component, represented by
the option to convert the liubility component into ordinury shares of the Compuny, will remuin in convertible
notes reserve/preference shure reserve until the embedded option is exercised (in which cuse the bulunce
stuted in convertible notes reserve/preference shure reserve will be frunsferred to share premium). Where the
option remuains unexercised at the expiry date, the bulaunce stated in convertible notes reserve/preference
shure reserve will be releused to uccumulated profits. No guin or loss is recoyhised in profit or loss upon
conhversion or expiration of the option.

Transuction costs that relute to the issue of the convertible hotes/redeemuble convertible preference shares ure
dllocuted to the liubility und eqyuity components in proportion to the dllocution of the proceeds. Trunsaction
costs reluting to the eyuity component ure charged directly to equity. Transaction costs relating to the liability
component ure included in the currying umount of the liability portion und umortised over the period of the
convertible notes/redeemuble convertible preference shures usinyg the effective interest method.

Equity instruments
Equity instruments issued by the Compuny are recorded ut the proceeds received, het of direct issue costs.

Derivutive financidal instruments
Derivatives that do not yuulify for hedge uccounting ure deemed us financial ussets held for trading or finuncial
liubilities held for trading. Chunges in fuir values of such derivutives ure recoynised directly in profit or loss.

Derecognition

Financiul ussets ure derecoyghised when the rights to receive cush flows from the ussets expire or, the financiul
ussets ure transferred und the Group hus transferred substantiully dll the risks und rewurds of ownhership of the
finuncial ussets. On derecoynition of u finunciul usset, the difference between the usset’s carrying umount and
the sum of the considerution received und the cumulative guin or loss thut had been recoygnised directly in
eqyuity is recoynised in profit or loss.

For financial liubilities, they are removed from the Group’s bulunce sheet (i.e. when the obligution specified in
the relevunt contract is dischurged, cancelled or expires). The difference between the carrying umount of the
finuncial liubility derecoyhised und the consideration received or receivuble is recoyghised in profit or loss.

Gold bullion

Gold bullion is stuted at the yold price prevuiling ut the close of business ut the bulunce sheet dute. Differences
arising from chunyes in gold prices ure deult with in the profit or loss.

Inventories

Inventories represent finished goods which dare stated ut the lower of cost und het reulisuble value. Cost is
culculated using first-in, first-out method.
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4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment

At euch balunce sheet date, the Group reviews the carrying amounts of its assets fo determine whether there is
ahy indicution thut those ussets huve suffered un impuirment loss. If the recoveruble umount of un usset is
estimated to be less than its currying amount, the currying amount of the dusset is reduced to its recoverable
aumount. An impuirment loss is recoynised us un expense immediutely.

Where an impuirment loss subseyuently reverses, the carrying amount of the asset is increused to the revised
estimate of its recoveruble umount, but so that the increused carrying amount does hot exceed the carrying
umount thut would have been determined hud no impuirment loss been recoygnised for the usset in prior yeurs.
A reversul of un impuirment loss is recoynised us income immediutely.

Revenue recognition

Revenue is meusured ut fuir value of the considerution received or receivuble und represents umount receivuble
for yoods und services provided in the hormual course of business, net of discounts und sules related tuxes.

Sules of yoods ure recoyhised when gyoods ure delivered und title hus pussed.

Service revenue is recoyghised when services ure rendered.

Sules of securities ure recoghised when the sule ugreement becomes unconditionul.

Dividend income from investments is recoghised when the Group’s right to receive puyment hus been estublished.
Interest income from u finunciul usset is uccrued on u fime busis, by reference to the principul outstanding und
ut the effective interest rate applicuble, which is the rute that discounts the estimuted future cush receipts
through the expected life of the financiul usset to thut usset’s net carrying amount.

Rentul income under operuting leuses is recoyhnised on u strauight-line busis over the terms of the relevunt leuses.
Where the outcome of u construction contruct cun be estimauted reliubly, contruct revenue und contruct costs
dre recoyhised us revenue und expenses respectively with reference to the stuye of completion of the contruct
uctivity at the bulunce sheet dute, us meusured by the proportion that contrauct costs incurred for work performed
to dute beur to the estimauted totul contract costs, except where this would not be representautive of the stuge
of completion. Variations in contract work, cluims und incentive payments are included to the extent thut they
have been uyreed with the customer.

Where the outcome of u construction contruct cunnot be estimated reliubly, contruct revenue is recoynised to
the extent of contfract costs incurred thut it is probuble will be recoveruble. Contruct costs ure recoynised us un

expense in the period in which they are incurred.

When it is probuble thut total contfract costs will exceed totdl contract revenue, the expected loss is recoyhised
us un expense immediutely.

Trunsuction fees income is recoynhised when transuction fees derived from the provision of un interest-bused
electronic trudiny system ure recoynised when a fransuction is duly executed on u fraude dute busis.

Precious metuls confrauct tfruding is recoyghised us income or debt to income when the contruct is closed.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currencies

In prepuaring the financiul stutements of euch individudl yroup entity, tfransuctions in currencies other than the
functionul currency of that entity (foreigh currencies) ure recorded in its functionul currency (i.e. the currency of
the primury economic environment in which the entity operates) ut the rates of exchunhges prevuiling on the
dates of the fransactions. At each bulunce sheet date, monetury items denominated in foreigh currencies are
retranslated at the rates prevailing on the bulunce sheet dute. Non-monetury items curried ut fuir value that
ure denominated in foreign currencies ure retranslated ut the rates prevuiling on the dute when the fair value
wus determined. Non-monetary items that are meusured in terms of historicul cost in u foreigh currency are not
retranslated.

Exchunge differences arising on the settlement of monetary items, and on the trunslation of monetary items, are
recoyhnised in profit or loss in the period in which they arise. Exchunye differences arising on the refranslation of
non-mohetary items curried at fuir value are included in profit or loss for the period except for differences
arising on the retranslation of hon-monetury items in respect of which guins und losses ure recoynised directly in
eqyuity, in which cuases, the exchange differences are dlso recognised directly in equity.

For the purposes of presenting the consoliduted financial stutements, the assets und liabilities of the Group’s
foreign operautions ure frunslated into the presentation currency of the Compuny (i.e. Hony Kony dollars) at the
rate of exchanyge prevuiling ut the balunce sheet dute, und their income und expenses ure tfransluted ut the
uveruye exchanyge rates for the yeur, unless exchunge rutes fluctuute significantly during the period, in which
cuse, the exchanyge rutes prevuiling ut the dates of fransuctions ure used. Exchanyge differences arising, if uny,
are recoyhised us u sepurate componhent of equity (the translation reserve). Such exchange differences are
recoyhised in profit or loss in the period in which the foreigh operution is disposed of.

Taxation

Income tux expense represents the sum of the tux currently puyuble und deferred tux.

The tux currently puyduble is based on tuxuble profit for the year, Tuxuble profit differs from profit us reported in
the income statement becuuse it excludes items of income or expenhse thut ure taxuble or deductible in other
yeurs und it further excludes items thut dre never tuxuble or deductible. The Group’s liubility for current tux is
culculuted usinyg tux rutes that huve been enacted or substuntively enacted by the bulunce sheet dute.

Deferred tux is recoynised on differences between the currying amounts of ussets und liubilities in the consoliduted
finunciul stutements und the corresponding tux buse used in the computution of tuxuble profit, und is uccounted
for using the bulance sheet liubility method. Deferred tux liubilities are yenerdlly recoynised for ull tuxuble
temporury differences und deferred tux ussets dure recoynised to the extent thut it is probuble thut tuxuble
profits will be avdiluble uguinst which deductible temporury differences cun be utilised. Such ussets und liubilities
are hot recoynised if the temporury difference urises from gyoodwill or from the initial recognition (other than in
u business combinution) of other ussets und liubilities in u transuction that uffects neither the taxable profit nor
the accounting profit.

Deferred tux liubilities ure recoynised for tuxuble temporaury differences urising on investments in subsidiuries
und ussociutes, except where the Group is uble to control the reversul of the temporury difference und it is
probuble thut the temporary difference will not reverse in the foreseeuble future.

The currying umount of deferred tux ussets is reviewed ut euch bulunce sheet daute und reduced to the extent
thut it is ho lonhger probuble thut sufficient tuxable profit will be avdiluble to dllow dll or part of the usset to be
recovered.

Deferred tux is culculuted ut the tux rates thut are expected to upply in the period when the liability is settled or
the usset is redlised. Deferred tux is charged or credited in the income statement, except when it relutes to
items churyed or credited directly to equity, in which cuse the deferred tux is ulso deult with in equity.
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4.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Retirement benefit costs

Payments to defined contribution retirement benefit schemes ure charged us un expense or cupitulised in
confracts in proyress, where uppropriute, us they full due.

Borrowing costs

All borrowinyg costs ure recoynised us und included in finunce costs in the income stutement in the period which
they are incurred.

Leasing

Leuses ure clussified us finunce leuses whenever the terms of the leuse frunsfer substantidlly dll the risks and
rewurds of ownership to the lessee. All other leuses are clussified us operuting leuses.

The Group us lessor

Rentul income from operuting leuses is recoynhised in the income stutement on u struight-line busis over the
terms of the relevunt leuse. Initial direct costs incurred in heygotiuting and drranging un operuting leuse ure
udded to the currying umount of the leused usset und recoynised us un expense on u struight-line busis over
the leduse terms.

The Group us lessee

Rentals puyuble under operuting leuses ure churged to profit or loss on u struight-line busis over the terms of
the relevunt leuse. Benefits received und receivuble us un incentive to enter intfo un operuting leuse are
recoyhised us u reduction of rentul expense over the leuse terms on u straight-line busis.

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of upplyiny the Group’s uccounting policies which ure described in hote 4, munugement hus
mude the followinyg estimation uncertainty at the balance sheet date, that have a most sighificant risk of
cuusing g muateriaul audjustment tfo the currying amount of assets/liabilities within the next yeur as discussed
below.

Impairment loss on trade debtors and loans receivable

The munugement regulurly reviews the recoverubility und/or uge of the trade debtors und louns receivuble.
Appropriate impuirment for estimuted irrecoverable umounts dre recoynised in profit and loss when there is
objective evidence thut the usset is impuired.

In determining whether impuairment for bad aund doubtful debfts is reyuired, the Group tukes into consideraution
the uge stutus und likelihood of collection. Specific ullowunce is only mude for receivubles thut are unlikely to
be collected und is recoynised on the difference between the estimated future cush flow expected to receive
discounted using the original effective inferest rate aund its carrying value.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s mujor finunciul instruments include bunk bulunces, bunk deposits, borrowinys, louns receivuble,
umounts due from und to ussociutes und reluted compunies, uvuiluble-for-sule investments, held for trudiny
investments, redeemable convertible preference shares, marygin auccount receivuble/puyubles, trade debtors
and trade creditors. Detdils of these finunciul instruments are disclosed in respective notes. The risks ussociauted
with these financial instruments und the policies on how to mitigute these risks are set out below. The munuyement
munuges und monitors these exposures fo ensure dppropriate meusures ure implemented on u timely and
effective munner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

6. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Currency risk

Regurdinyg the overseus operutions und certuin held for tradinyg investments in foreign currencies (other thun US
Dollars), the Group hus beenh mutchinyg ussets with borrowinys in the sume currency. Certuin held for tradiny
investments are denominuted in United States Dollars. Since United Stutes Dollurs is linked to Hony Kony Dollars,
the Group does hot expect uny signhificaunt movements in USD/HKD exchunye rate. Munugement hus closely
monitored foreigh exchunye exposure to mitigute the foreign currency risk.

Credit risk

The Group’s muximum exposure to credit risk in the event of the counterpurties fuilure to perform their obligations
us ut 3Tst Murch, 2006 in relation to euch cluss of recoyghised finunciul ussets is the currying umount of those
ussets us stuted in the consoliduted balance sheet. In order to minimise the credit risk, munugement of the
Group hus determined credit limits, credit upprovuls and other monitoring procedures to ensure that follow-up
uction is tuken to recover overdue debts. In uddition, the Group reviews the recoveruble umount of euch
individudl tfrade und loun debtor at euch bulance sheet date to ensure thut adequate impuirment losses ure
mude for irrecoveruble umounts. In this regurd, the directors of the Compuny consider thut the Group’s credit
risk is sighificuntly reduced. The Group hus signhificunt concentration of credit risk on loun receivubles und
umounts due from reluted compunies und ussociutes, umounting to upproximutely HKS$195 million, HK$247
million and HK$169 million, respectively. As they huve u strony finuncial position with good repuyment record in
the pust, the directors of the Compuny consider that the Group’s credit risk is minimul.

Cash flow interest rate risk

All bunk deposits, umount due from associutes, umount due from reluted compunies, louns receivuble und
borrowings of the Group dre arranged at flouting rates (except preference shares). The munuagement has
employed u treusury teaum to closely monitor interest rate movement und maunaye the potentidl risk.

7. TURNOVER AND SEGMENTAL INFORMATION

Turnover represents the umounts received und receivuble from outside customers for the yedr und is unulysed

us follows:
2006 2005
HK$°000 HKS’000
Continuing operutions:
Interest income 32,409 26,592
Trading of listed securities 210,765 44,676
Property investment 674 24,806
Tradinyg of building muteriuls und muchinery 4,234 5,276
Others 4,877 3,011
252,959 104,361
Discontinued operations:
Building construction - 1,424,932
Civil engineering - 272,972
Specidlist works - 223,239
Trading of construction materials - 824
- 1,921,967
finc ] 252,959 2,026,328
[
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TURNOVER AND SEGMENTAL INFORMATION (continued)

7.

Business segments

For munagement purposes, the Group’s operutions are currently orgunised into four operuting divisions humely
finunce, investment (including freasury investment), property investment und trading of building muateriuls und
muauchinery. These divisions ure the busis on which the Group reports its primury segment information.

Business seyment informution for the year ended 31st March, 2006 is presented below:

Continuing operations Discontinued operations
Trading of
building
materials Trading of
Property ond Building Civil  Specialist construction
finance Investment  investment  machinery Unallocated Eliminations  Sub-tofal ~ conshuction engineering works  materials  Unallocated  Eliminafions  Sub-fotal Consolidated
HKS000  HKS000  HKSY000  HKS'000  HKS000  HKSO00  HKY'000  HKSO00  HKS000  HKS'000  HK§'000 HKS000  HKS'000  HKS'000

TURNOVER
External sales 2409 210765 674 423 481 - - - - - - - 9%
Infer-segment sules 428 - 507 - - (9.308) - - - - - - - -
Toful 642 210765 5709 423 481 (9308 262999 - - - - - - 2099
RESULT
Segment result 8,886 561 1967 163 (613) - 16,174 - - - - - - 16,174
Undllocuted coruorate exvenses - - - - (210%) - Q0 - - - - - - (0
Discount on ucyuistfion releused fo

income urising from ucquisition

of uddtional inferest in u subsidliory - - - - 2578 - 2078 - - - - - - 2478
Allowance for umounts due from

ussociutes und reluted compunies - - - - (3,004) - (3,064) - - - - - - (3,004)
Net loss on diswosul und diufion of

Interests in ussoclutes - - - - (31,59) - (31,59) - - - - - - (31,59)
Share of results of ussociufes - - - - 174,499 - 174,499 - - - - - - 174499
Finance costs - - - - (@02 - (801D - - - - - - 28,012)
Profit before fuxation 103,541 - 03
Tuxution - - -
Profit for the yeur 103,541 - 103,541

Inter-segyment sules ure churyed at prevuiling market rate or, where ho market rate wus

determined und uyreed by both purties.

avuiluble, ut terms
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FOR THE YEAR ENDED 31ST MARCH, 2006

7. TURNOVER AND SEGMENTAL INFORMATION (continued)

Business segments (contihued)

Continuing operations Discontinued operations
Trading of
building
materials Trading of
Property and Building Civil  Specialist Construction
Finance Investment investment  machinery Unallocated construction engineering works  materials Unallocated Consolidated

Hk$'000 HK$°000 HK$'000 HK$:000 Hk$'000 HK$°000 Hk$'000 HK$'000 Hk$'000 HK$'000 Hk$'000

BALANCE SHEET
ASSETS
Seyment ussefs 657,838 455,985 31,595 825 715 - - - - - 1,146,958
Interests in ussociutes - - - - 1,179,749 - - - - - 11719789
Unallocuted corporute

ussets - - - - 133,993 - - - - - 133,993
Totul ussets 2,460,700
LIABILITIES
Seyment liubilities - 17,561 48 41 870 - - - - - 18,956
Unallocuted corporute

liubilities - - - - 409,735 - - - - - 409,735
Totul liubilities 428,691

OTHER INFORMATION
Cupitul udditions - - - 3 10,964 - - - - - 10,967
Deprecidtion und

amortisation of

property, plunt

und eyuipment - - 21 - 4,209 - - - - - 4,440
Releuse of prepuid
leuse puyments - - - - 2214 - - - - - 2214

Guin on disposul of
property, plunt
und eyuipment - - - - 205 - - - - - 295
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

TURNOVER AND SEGMENTAL INFORMATION (continued)

Business segments (confihued)

7.

Business seyment informution for the yeur ended 31st Murch, 2005 (Restuted) is presented below:

TURNOVER
External sules
Infer-segment sules

Tofdl

RESULT
Segment result

Unullocuted corporate exenses
Discount on ucyuisifion releused to
income urising from ucquisition

of inferest in u subsicliory
Net investment (exuenses) income
Allowance for umounts due fiom
ussociutes und u relufed
compuny
Net loss on disposul und diufion of
inferests in ussociutes
Shure of results of ussociutes
- un ussociute of PYl enguged
in engineering und
infrastructure service
- others
Share of results of joinly
confrolled entites
Finunce costs

(Loss) profit before fuxation
Tayution

(Loss) proft for the yeur

Inter-segment sales are churged at prevuiling market rate or, where no market

Continuing operations Discontinued operations
Trading of
building
materials Trading of
Property and Building Civil  Specialist Construction

Finonce Investment investment  machinery Unallocoted Eliminations  Sub-total  conshuction engineering works  maferials Unallocated  Eliminations  Sub-fotal Consolidated
HKS000  HKSO00  HKSO00  HKY000  HKS'000  HKS'000  RKSO00  HKSOOD  HKSO0D  HKSO00  HKS000  HKY'000  HKS00  KKSO00  HKS000
2,592 4618 24,806 5216 3o - 104361 14498 M A 824 - - 1921967 2026328
955 - 1783 0 190 911 - - - 98977 33,150 - (182 - -
21547 44676 26,589 5,305 3161 Q917) 104361 142498 912 30206 33974 - (132020 1921967 2026328
12819 (8.316) 21,000 24 (622) - 5,1 41812 7841 6413 A - - 56,090 81201
- - - - (30.68) - (36.668) - - - - - - - (36,668)
- - - - 20938 - 20938 - - - - - - - 20938
L) 119 - 510 - (6.182) - - - - - - - (8.182)
- - - - (17,001) - (70on - - - - - - - (17.001)
- - - - (1d10) - (141.028) - - - - 878 - 78 (140150
- - - - - - - - - - - 95,722 - 95,712 95,722
- - - - ldod6s - ld6A68 11,582 330 - 198 - - 15077 161,545
- - - - - - - (49) 162 - - - - 117 117
- - - - (2888) - (R868) - - - - (67 - 60 (2393
(34.230) 167817 133,587
- - (287 - i) - (260) (4546) (460) - 3% (11m - (16.145)  (16405)
(34,490) 151,672 117,18

determined und uyreed by both purties.

rate wus avuiluble, ut terms
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

7. TURNOVER AND SEGMENTAL INFORMATION (continued)

Business segments (contihued)

Unallocated Consolidated

Continuing operations Discontinued operations
Trading of
building
materials Trading of
Property and Building Civil  Specialist Construction
Finance Investment investment  machinery Unallocated construction engineering works  materials
HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$°000 HK$'000 HK$°000 HK$'000 HK$'000
BALANCE SHEET
ASSETS
Segment ussefs 23,780 108,000 11,106 963 1,306 - - - - -
Interests in ussociutes - - - - 1912286 - - - - -
Undllocuted
corporate Ussets - - - - 119,547 - - - - -
Total ussets
LIABILITIES
Segment liubilities 10 7388 46 856 1,069 - - - - -
Undllocuted corporate
liuibilities - - - - 568,439 - - - - -
Totul liubilities
OTHER INFORMATION
Cupital udditions - - - - 113,659 2,356 - - - 1,890
Depreciation und
umortisution of
property, plant
and equipment - - 218 - 14,525 8,247 1,262 7,601 3414 -
Reledse of prepuid
leuse puyments - - - - 584 - - - - -
Impirment loss on
investment securities - 9,821 - - - - - - - -

Loss on disposal of
property, plant
and equipment - - - - 1,324 -
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HK$'000

145,145
1912,286

119,547

2176978

9,869

558,439

568,308

117,905

35,267

554

9.821

1,324
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

7.

TURNOVER AND SEGMENTAL INFORMATION (continued)
Geographical segments

Over 90% of the turnover of the Group wus to the customers in Hony Kony; uccordingly, ho geoyruphicul

anulysis of turnover wus presented.

The followiny is un unulysis of the currying amount of segment ussets und cupitul udditions, unalysed by the

geoyruphicul areu in which the ussets ure locuted:

Carrying amount
of segment assets

Capital additions

2006 2005 2006 2005
HK$°000 HKS 000 HK$°000 HKS 000
(Restuted)

Honhy Kony 1,252,246 239,395 10,874 117,879
The People’s Republic of Chinu

(the “PRC") 2 2 - -

Others 28,703 25,295 93 26

1,280,951 264,692 10,967 117.905

OTHER INCOME (EXPENSES)

Continuing operations
and consolidated

2006 2005
HK$°000 HKS 000
(Restuted)
Surplus arising from revaluation of lund und buildings 2,582 230
Increuse in fuir value of investment properties 335 -
Net loss on disposul of listed other investments - (1,574)
Net unreulised holding loss on listed other investments - (7.328)
Decreuse in fuir value of held for frading investments (1,229) -
Guin on disposul of gold bullion 7,075 -
Loss on gold trading contract (7,326) -
Increuse in fuir vulue of yold fradiny contruct 283 -
Decreuse in fuir vulue of derivative finuncidl instruments (460) -
Reversul of provision of guuruntees in previous yeurs - 5,483
1,260 (3,189

=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

9.

10.

57

FINANCE COSTS

Interest puyuble on:
Bank borrowinygs wholly
repuyuble within five yeurs
Bank borrowings not wholly
repuyuble within five yeurs
Convertible notes
Redeemuble convertible
preference shares
Other borrowings wholly
repuyuble within five yeurs
Overprovision of previous yeur
Interest on murgin uccount
payubles

NET INVESTMENT EXPENSES

Impuirment loss on investment securities
Guin on disposul of investment properties

Reverse of provision of seftlement of

option uyreement

Continuing Discontinued
operations operations Consolidated
2006 2005 2006 2005 2006 2005
HK$°000 HKS 000 HK$°000 HKS 000 HK$°000 HKS 000
(Restuted) (Restuted) (Restuted)
834 4,058 - 67 834 4,125
2,482 180 - - 2,482 180
11,938 16,738 - - 11,938 16,738
10,952 4,439 - - 10,952 4,439
1,406 60 - - 1,406 60
- (1,607) - - - (1,607)
400 - - - 400 -
28,012 23,868 - 67 28,012 23,935
Continuing operations
and consolidated
2006 2005
HK$°000 HKS 000
- (9.821)
- 1,129
- 510
- (8.182)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

11.  NET (LOSS) GAIN ON DISPOSAL AND DILUTION OF INTERESTS IN SUBSIDIARIES AND ASSOCIATES

Continuing Discontinued
operations operations Consolidated
2006 2005 2006 2005 2006 2005
HK$’000 HKS 000 HK$°000 HKS 000 HK$°000 HKS 000
(Restated) (Restuted) (Restuted)
Loss on disposul und
dilution of interests
in subsidiaries - (78.,076) - - - (78.,076)
Loss on disposul of interests
in ussociutes (20,073) - - - (20,073) -
Guin on dilution of interests
in ussociutes 76 130 - 878 76 1,008
Loss on dilution of interests
in ussociutes (11,599) (63,082) - - (11,599 (63,082)
(31,596) (141,028) - 878 (31,596) (140,150)
12. TAXATION
Continuing Discontinued
operations operations Consolidated
2006 2005 2006 2005 2006 2005
HK$°000 HKS 000 HK$°000 HKS 000 HK$°000 HKS 000
(Restated) (Restuted) (Restuted)
Hong Kony Profits Tax
Current yeur - - - - - -
Underprovision in
previous yedars - - - 21 - 21
- - - 21 - 21
Overseus tuxution - - - 3.995 - 3.995
- - - 4,016 - 4,016
Deferred tux (hote 39)
Chuarge for the yeur - 260 - 12,129 - 12,389
Taxation attributable to the
Compuany and its subsidiaries - 260 - 16,145 - 16,405

For 2006, no provision for Hohy Kony Profits Tux hus been mude in the finunciul stutements us the Group had ho
ussessuble profit for the yeur.

For 2005, Honyg Kony Profits Tax is culculated ut the rate of 17.5% of the estimated ussessuble profit for the year.

Overseus tuxution is culculuted ut the rates prevudiling in the respective jurisdictions.

L=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

12.  TAXATION (continued)

The tux charyge for the yeur cun be reconciled to the profit (Ioss) per the income statement us follows:

2006 2005
HK$°000 HKS 000
(Restuted)
Profit (loss) before taxution
Continuing operutions 103,541 (34,230)
Discontinued operutions - 167,817
103,541 133,587
Tux ut Hony Kony Profits Tux rute of 17.5% 18,120 23.378
Tux effect of expenses not deductible for tux purposes 11,891 15,843
Tux effect of income not tuxuble for tux purposes (2,153) (5.610)
Tux effect of utilisution of deductible temporary differences
previously not recoyghised (40) 27)
Tux effect of tux losses hot recoynised 2,720 8,432
Tux effect of shure of results of ussociutes und
jointly controlled entities (30,538) (25.,632)
Underprovision in previous yeurs - 21
Tux churge for the yeur - 16,405

Detuils of the deferred tux ure set out in note 39.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

13.

DISCONTINUED OPERATIONS

On 20th October, 2004, the Group disposed of 5.73% of equity interest in its then 55.06% owned subsidiary PYI
Corporation Limited ("PYI”), which, on completion of the disposul, becume an ussociute of the Group.

The Group’s operutions in building construction, civil enygineering, specidalist works und construction muteriuls
are solely attributable tfo PYI und its subsidiuries ("PYl Group”) und they have been discontinued ufter the
disposul of the shures in PYI.

Other thun these operations, PYl Group und the Group dlso operute in investment, finunce aund property
investment. These operutions ure still be carried on by the Group subseqyuent to the disposul of shares in PYI.
Accordingly, these operutions are disclosed us contfinuing operations in hote 7.

The results of the discontinued operutions for the period from 1st April, 2004 to 20th October, 2004, which have
been included in the consoliduted income stutement, were us follows:

2005
HKS 000
(Restuted)
Turnover

Building construction 1,424,932
Civil engineering 272,972
Speciulist works 223,239
Construction materials 824
1,921,967
Cost of sules (1,821,422)
Gross profit 100,545
Administrative expenses (44,455)
Finunce costs 67)

Net guin on disposul und dilution of interests in
subsidiaries und ussociutes 878
Share of results of ussociutes 110,799
Share of results of jointly controlled entities 117
Profit before tuxution 167,817
Taxution (16,145)

Profit ufter tuxution 151,672

The currying umounts of the ussets aund liabilities of the discontinued operdations us ut the dute of disposul, were
us follows:

On the date

of disposal

HKS 000

Total ussets 2,319,995

Totul liubilities 1,651,598
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

13.

14.

61

DISCONTINUED OPERATIONS (continued)

The cush flows of the discontinued operations for the yeur ended 31st March, 2005 were us follows:

Net cush from operuting uctivities
Net cush used in investing uctivities
Net cush from financing activities

PROFIT FOR THE YEAR

Continuing
operations
2006 2005
HK$’000 HKS 000
(Restuted)
Profit for the yeur has been arrived
at ufter charging:
Auditors’ remuneration 1,665 1,255
Cost of inventories recoyhised
as expehses 2,497 3.436
Releuse of prepuid leuse
payments 2,214 554
Depreciution uand umortisution
of property, plunt aund eyuipment
(hote (u) below) 4,440 14,734
Impdirment loss on other
infunygible ussets 1,085 -
Loss on disposul of property,
plant und equipment - 364

Minimum leduse puyments under

operuting leuses in respect of:

Premises 1,416

Plant and machinery -
Stuff costs, includiny directors’

emoluments (hote (b) below) 27,890
Shure of tux of ussociutes

(included in share of results of

ussociutes) 36,020
Net foreigh exchunye
losses (gains) 203

und ufter creditiny:

Guin oh disposul of property,
plant and eyuipment 295
Rental income under operating
leuses in respect of:
Premises, net of
neyligible outgoings
(2005: HK$9,177,000) 674
Plant and machinery -

781

34,165

11,368

(€©))

13,503

Discontinued
operations

2006
HK$’000

2005
HKS$’000
(Restuted)

606

19.599

960

1,767

473

34,867

30,015

76

32

HK$ 000
45,794

(454.,097)
301,280

Consolidated

2006 2005
HK$’000 HKS 000
(Restated)

1,665 1,861
2,497 3,436
2,214 554
4,440 34,333
1,085 -
- 1,324
1,416 2,548
- 473
27,890 69,032
36,020 41,383
203 73
295 -
674 13,503

- 32
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Notes:

PROFIT FOR THE YEAR (continued)

Continuing
operations
2006

HK$°000
()

2005
HK$ 000
Depreciution und umortisation

of property, plunt und
eyuipment:

Owhed ussets 4,440 14,734
Less: Amount cupitdlised in
respect of confraucts

in proyress

4,440
(b

14,734
Stuff costs, including

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31ST MARCH, 2006
14.

Discontinued

operations
2006 2005
HK$’000

HKS$ 000

20,533

(934)

Consolidated

2006 2005
HK$°000

HK$ 000

4,440 35,267

(934)

directors’ emoluments:

19.599

4,440 34,333

Suluries und other benefits
Retirement benefit scheme

27,074
contributions, net of

33,898
forfeited contributions

of upproximutely HK$68,000
(2005: HK$1,202,000)

816 848

27,890 34,746
Less: Amount cupitdlised in
respect of confructs

in proyress

141,653

27,074

4,500

175,551

816

5,348

(581)

27,890 34,165

146,153

27,890

(111,286)

180,899

(111,867)

34,867 27,890

69,032
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

15. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

The emoluments puid or puyuble to euch of the nine (2005: eleven) directors were us follows:
(a) Directors’ emoluments

2006
Chan Chau Lau Wong
Kwok Mei Chan Chan Cheung Ko Chuck, Lee Kam
Keung, Wah, Kwok Fut Hon Yuen, Winston Kit ~ Cheong,
Charles Rosanna Hung Yon Kit Tom Calptor Wah Stanley Total
HK$°000 HK$:000 HK$'000 HK$:000 HK$:000 HK$'000  HK$°000 HK$°000 HK$:000 HK$:000
Fees 10 10 10 10 10 5 120 120 120 415
Other emoluments
Salaries and
other benefits 2,200 1,400 1,838 600 - 210 - - - 6,308
Retirement benefit
schemes
contributions 220 140 64 60 - 2] - - - 511

Discretionary bonus - - - - - - - - - -

Total emoluments 2,430 1,550 1912 670 10 302 120 120 120 7,234
2005
Chun Chau Lay Wony
Kwok Mei Chan Chan Cheuny Ko Chuck, Lee Kum Wony
Keuny, Wah, Kwok Fut Hon Yuen,  Winston Kit -~ Cheony, Ldi, Kun
Charles  Rosunnu Huny Yan Kit Tom  Culptor Wah  Stunley  Dominic To Totul

HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000

Fees 10 10 10 10 10 10 120 83 60 5 4 319
Other emoluments
Sluries und
other benefits 2467 1,928 1,838 1,928 6 1,928 - - - - - 10,095
Refirement benefit
schemes
contributions 246 192 56 192 - 143 - - - - - 829
Discretionary bonus - - 1,500 - - - - - - - - 1,500
Total emoluments 2723 2,130 3,404 2,130 16 2,081 120 83 60 5 4 12,803
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

15.

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (continued)

(b)

(©)

Employees’ emoluments

The five highest puid individuduls in the Group for the yeur ended 31st March, 2006 included three directors
und two employees (2005: five directors) und information reyurding their emoluments ure as follows:

Fees

Sularies und other benefits

Discretionary bonus

Retirement benefit scheme contributions

Their emoluments were within the followiny bunds:

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000

2006 2005
HK$°000 HKS 000
30 50
8,848 10,089
200 1,500
446 829
9,524 12,468
2006 2005
Number of Number of
employees employees
'| -
2 -
2 3
- 1
- 1
5 5

During the yeudr, no emoluments were puid by the Group to the five highest puaid individuuls, including
directors, us un inducement to join or upon joining the Group or us compehnsation for loss of office. In
addition, hone of the directors hus waived any emoluments during the yeur.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

16. DIVIDEND PAID

2006 2005
HK$°000 HKS 000
Ordinury shares:
Final dividend puid for 2005 - HK1.5 cents

(2004: Nil) per shure 16,080 -

Infterim dividend puid for 2006 - HK1.5 cents
(2005: HK1.0 cent) per shure 16,121 6.543
Scrip dividend issued in lieu of cush (1,446) -
30,755 6,543

Of the dividend puid during the yeur, upproximutely HK$1,446,000 (2005: Nil) wus settled in shares under the
Compuny’s scrip dividend ulternative scheme unnounhced by the Compuny on é6th October, 2005 in respect of
the findl dividend of the yeur ended 31st March, 2005.

The umount of the finul dividend proposed for the yeur ended 31st March, 2006 is HK1.7 cents per ordinury share
(2005: HK1.5 cents per ordinury share), which will be puyuble in cash with aun option to elect scrip dividend of
ordinury shares.

The uamount of the preference share dividend in respect of the twelve month period ending on but excludiny
3rd November, 2006 is HK4 cents per redeemuble convertible preference shure.

17. EARNINGS PER SHARE

2006 2005
Basic Diluted Busic Diluted
HK cents HK centis HK cents HK cents
(Restuted) (Restuted)
Earnings (loss) per share from continuiny
operutions (hote &) 9.4 6.8 (10.2) 3.1
Eurnings per share from discontinued
operutions (hote b) - - 21.0 8.8
Earnings per share from continuing aund
discontinued operations 9.4 6.8 10.8 5.7

L=
1

65

T
[ ANNUAL REPORT 2006



ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

17. EARNINGS PER SHARE (continued)

Notes:

(a) Earnings (loss) per share from continuing operations
The culculation of the busic und diluted edrnings per share from continuing operations uttributable to the equity
holders of the purent is bused on the following data:

2006 2005
HK$’000 HKS 000
(Restuted)
Eurninys figures ure culculuted us follows:
Profit for the year attributuble to equity holders of the purent 107,394 88,898
Less: Eurninys for the yeur from discontinued operautions - (151,672)
Earninys (loss) for the purpose of busic eurninys per share
from continuing operutions before dividend for compulsorily
convertible cumulutive preference shures 107,394 (62,774)
Dividend for compulsorily convertible cumulutive
preference shures - (10,942)

Earninys (loss) for the purposes of busic eurnings per shure

from continuing operations ufter dividend for compulsorily

conhvertible cumulutive preference shares 107,394 (73,716)
Effect of dilutive potentiul ordinury shures:

Adjustment of finunce cost on convertible notes 11,938 16,738
Adjustment of finunce cost oh redeemuble convertible

preference shures 10,952 4,439
Adjustment to the shure of results of ussociutes

bused on dilution of their eurninys per share - 271)

Earninys (loss) for the purposes of diluted eurnings per share
from continuiny operutions 130,284 (562,810)

Number of shares

2006 2005
Weighted uveruge humber of ordinary shares for the
purposes of busic eurninys per shure 1,142,341,794 722,619,374
Effect of dilutive potentiul ordinary shures:
Redeemuble convertible preference shures 272,085,692 111,337,564
Convertible hotes 500,270,320 897,979,908
Weighted uveruge number of ordinury shares for the
purposes of diluted eurnings per shure 1,914,697,806 1,731,936,846
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

17. EARNINGS PER SHARE (continued)
(b) Earnings per share from discontinued operations

Busic und diluted eurninys per shure for discontinued operutions for 2005 is HKS0.21 und HKS$0.088,
respectively, which are culculated bused on the profit for the year from discontinued operations of
upproximutely HK$151,672,000 und the dehominutors detuiled ubove for busic und diluted eurnings per
shure.

There wus no discontinued operutions during 2006.

The adjustment to compurative busic und diluted eurnings per shure, arising from changes in uccounting
policies set out in hote 3 ubove, is us follows:

Reconciliation of busic und diluted eurninys per shure for the yeur ended 31st March, 20056:

Basic Diluted

HK cents HK cents

Reported figure before udjustments 23.7 10.9
Adjustments arising from changes in uccountiny policies (12.9) 5.2)
As restated 10.8 5.7
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

18. PROPERTY, PLANT AND EQUIPMENT

Plant, Motor
machinery vehicles Furniture Construction
Land and and office and and in
buildings equipment vessels fixtures progress Total

HK$’000 HK$°000 HK$’000 HK$’000 HK$’000 HK$’000

COST OR VALUATION
At 1st April, 2004

- us originudlly stated 242,901 414,416 100,142 138,873 - 896,332
— udoption of HKAS 40 (3.525) - - - - (3.,525)
- us restuted 239,376 414,416 100,142 138,873 - 892,807
Translation adjustments 1,489 23 55 77 - 1,644
Acyquisition of subsidiaries - 13 450 108 - 571
Disposul of subsidiuries (221,326) (408,217) (90,153) (137.084) - (851,780)
Additions 12,300 876 4,761 960 3.804 22,701
Disposuls - (10,794) (962) (1,501) - (13.257)
Revaluution increuse 212 - - - - 212
At 31st Murch, 2005 32,051 1.317 14,293 1,433 3.804 52,898
Translation adjustments 859 17 37 53 - 966
Additions - 1,926 5,318 3,723 - 10,967
Disposals - (65) (1,948) (654) - (2,667)
Trunsfer - 221 - 3.583 (3.804) -
Revuluution increuse 2,351 - - - - 2,351
At 31st Murch, 2006 35.261 3.416 17,700 8,138 - 64,515
Comprising:
At cost - 3.416 17,700 8,138 - 29,254
At vuludtion — 2006 35,261 - - - - 35,261
35,261 3.416 17,700 8,138 - 64,515

DEPRECIATION AND
AMORTISATION

At 1st April, 2004 - 324,003 33,627 86,328 - 443,958
Translation adjustments - 23 55 73 - 151
Eliminated on disposal

of subsidiaries (2,987) (330,173) (31,006) (91,913) - (456,079)
Provided for the yeur 3.277 16,231 8,095 7,664 - 35,267
Eliminauted on disposals - @111 (863) (895) - (10,869)
Reversal on revuluution (290) - - - - (290)
At 31st March, 2005 - 973 9,908 1,257 - 12,138
Translation adjustments - 16 38 51 - 105
Provided for the yeur 525 566 1,887 1,462 - 4,440
Eliminuted on disposuls - 63) (1.820) (595) - (2.478)
Reversal on revuluution (525) - - - - (525)
At 31st Murch, 2006 - 1,492 10,013 2,175 - 13,680

CARRYING VALUE

At 31st March, 2006 35,261 1,924 7,687 5,963 - 50,835
At 31st March, 2005 32,051 344 4,385 176 3,804 40,760
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

18. PROPERTY, PLANT AND EQUIPMENT (continued)

The above items of property, plunt und equipment ure depreciated on u straight-line busis ut the followinyg
rates per unnum:

Freehold lund Nil

Buildinys 20 yeurs to 50 yeurs
Plant, machinery and office eyuipment 20% — 331/5%

Motor vehicles and vessels 20% - 331/:%
Furniture und fixtures 20%

Construction in proyress Nil

At 31st March, 2006, lund and buildings of the Group were revalued by RHL Appraisal Ltd., un independent
professional property vuluer, either on an openh Market value busis or on un existing use busis. RHL Appraisal Ltd.
is hot connected with the Group. This revaluation gyave rise to a surplus on revaluation of approximautely
HK$2,876,000 of which upproximutely HK$2,582,000 und HK$294,000 hud been credited to the income stutement
und properties revaluution reserve of the Group respectively.

The het book values of lund und buildings held by the Group us at the bulance sheet dute comprised:

2006 2005

HK$°000 HKS 000

Freehold properties in Cunadu 22,761 19.551
Buildinys in Hony Kony 12,500 12,500
35,261 32,051

As at 31st Murch, 2006, had the Group’s lund und buildings been curried at cost less uccumuluted depreciution
und umortisution, the currying vulue would huve been upproximutely HK$39,567,000 (2005: HK$38,975,000).

19.  INVESTMENT PROPERTIES

HKS 000
VALUATION/FAIR VALUE
At 1st April, 2004
— us originully stuted 515,000
- udoption of HKAS 40 3.525
- us restuted 518,525
Disposuls (60,000)
Disposul of subsidiuries (455,000)
At 31st March, 2005 3,525
Translation adjustments 156
Increuse in fair value recoynised in the income statement 335

At 31st Murch, 2006 4,016

At 31st March, 2006, investment properties of the Group were revalued by RHL Appruaisal Ltd., an independent
professionul property valuer, on an open murket value busis. As stated in hote 18, RHL Appruisal Ltd. is not
cohnhected with the Group.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

20.

21.

22.

PREPAID LEASE PAYMENTS

The Group’s prepuid leuse puyments comprise:

Leusehold land held under medium-term leuse in Hohy Konhy

Anudlysed for reporting purposes us:

Non-current ussets
Current ussets

OTHER INTANGIBLE ASSETS

2006 2005
HK$°000 HK$ 000
91,865 94,079
89,651 91,865
2,214 2,214
91,865 94,079

Other intunyible ussets represent club memberships in Hong Kony und the PRC. The directors have reviewed the
currying umounts of the other intungible ussets. During the yeuar, in light of market conditions, un impuirment loss
of upproximutely HKS$1,085,000 (2005: Nil) hus been recognised in the income stutement.

INTERESTS IN ASSOCIATES

2006 2005
HK$°000 HKS’'000
(Restuted)
Shure of net ussets of ussociutes:
Listed in Hony Konhy 1,172,442 1,909,054
Listed overseus 4,042 2,704
Goodwill (hote a) 3,265 528
1,179,749 1,912,286
Market value of listed securities:
Hony Kony 1,359,053 1,866,436
Overseus 93,771 23,468
1,452,824 1,889,904
Notes:
(a) Included in the cost of inferests in ussociutes is yoodwill of HK$3,265,000 (2005: HK$528,000) urising on ucquisitions und
deemed ucyuisitions.
HKS 000
Cost
At st April, 2004 530
Dilution of interest in un ussociute (@)
At 31st Murch, 2005 528
Arising on ucquisition of udditionadl interest of un ussociute 2,738
Dilution of interest in un ussociute M
At 31st March, 2006 3,265
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

22. INTERESTS IN ASSOCIATES (continued)

(b) Particulars of the Group’s principul ussociutes us at 31st Murch, 2006 ure us follows:

Name of associate

Burcon NufraScience
Corporution
("Burcon”)

Centrdl Town Limited
Hunny Holdinys

Limited
(“*Hunny")

PYI

Place of
incorporation/
registration

Cunudu

Honhy Kohy

Bermudu

Bermudu

Principal
place of
operations

Cunudu

Hohy Kohy

Hony Kohy

Hony Kohy

Issued and
fully paid
share capital/
registered
capital

CAD21,917,688

common shares

HK$2

HK$2,372,534.02
ordinury shures

HK$137.,879.,991
ordinary shures

Percentage of
issued share
capital/
registered
capital
attributable
to the Group
%

25.57

50.00

24.28

29.00

Principal activities

Investment holding in compuny
enyuyed in the development of
commercial cunolu protein

Property investment

Investment holdinyg in compunies
enhyuyed in frading of computer
reluted products, consumer
electronic products, distribution
und marketing of computer
uccessories, household electronic
products und telecommunicution
uccessories und securities frading

Investment holding in compunies
enyuyed in development und
investment in port
und infrastructure
project, property development
und investment, freusury
investment, construction,
enyineering und specialist works

All of the dubove ussociutes operute in Hohy Kohy with the exception of Burcon, which operutes in

Cunudu,

All of the ubove ussociutes ure held by the Compuny indirectly.

Duriny the yeur, discounts on ucquisition of HK$1,803,000 und HK$45,489,000 urising on the ucquisition of
udditional equity interest in PYl and Hanny, respectively, were resulted from the excess of the fuir value to
maurket value of the relevant shares. Such discounts have been included us income in the determinution
of the Group’s shure of results of ussociutes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

22.

23.

INTERESTS IN ASSOCIATES (continued)

©) The summurised finuncial information in respect of the Group’s ussociutes is set out below:

2006 2005

HK$°000 HK$000

Totul ussets 10,369,691 10,799,703
Totul liubilities (5,128,224) (5.806.,499)
Net ussets 5,241,467 4,993,204
Group’s shure of het ussets of ussociutes 1,176,484 1,911,758
Turnover 9,246,233 9,264,476
Profit for the yeur 300,321 337,542
Group’s share of results of ussociates for the year 127,207 257,267

() Durinyg the yeuar, the Group recoynhised u net increuse in the equity interest in Burcon from 25.01% to
25.57%.

(e) Duriny the yeur, the Group recoghised u net decreuse in the equity interest in PYI from 49.58% to 29.00%.

) During the yeur, the Group recoynised d net increuse in the equity inferest in Hanny from 20.48% to
24.28%.

AVAILABLE-FOR-SALE INVESTMENTS

Avdiluble-for-sule investments us ut 31st March, 2006 comprise:

HK$°000
Listed investments:
— Eyuity securities listed in Hohy Kony 69,990
— Eyuity securities listed elsewhere 13,740
Totdl 83,730
Anudlysed for reporting purposes us:

Non-current ussets 83,730

As ut the bulunce sheet dute, all avdailuble-for-sule investments are stated ut fuir value. Fair values of those
investments huve been determined by reference to market bid prices yuoted in uctive murkets.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

24. INVESTMENTS IN SECURITIES

Investments in securities as at 31st March, 2005 are set out below. Upoh the applicution of HKAS 39 on 1st April,
2005 investments in securities were reclussified to uppropriute cuteyories under HKAS 39 (see Note 3 for detuils).

Investment Other
securities investments Total
HK$°000 HK$°000 HK$°000
Listed equity securities in Hong Kony - 5,025 5,025
Market value of listed securities 11,075 5,025 16,100

25. DEBTORS, DEPOSITS AND PREPAYMENTS

Included in debtors, deposits und prepuyments ure trude debtors of upproximutely HKS$11,747,000 (2005:
HK$2,090,000) und their uged unalysis ut the bulunce sheet dute is us follows:

2006 2005
HK$°000 HKS 000

Trade debtors
0-30 days 11,587 1,852
31-60 duys 129 24
61-90 duys 28 Q0
Over 90 duys 3 124
11,747 2,090

Trude debtors urise from property investment business ure puyuble monthly in udvunce und the credit terms
grunted by the Group to other trade debtors hormually range from 30 duys fo 90 duys.

The directors consider that the fuir values of the Group’s debtors und deposits at 31st Murch, 2006 upproximute
the corresponding carrying amounts.

26. MARGIN ACCOUNT RECEIVABLES/PAYABLES

The maryin account receivubles/puydbles curry variable interest rates, ranging from 0.01% to 4% (2005: 0.01%)
per unnum.

The directors consider that the fair values of the Group’s margin account receivubles/payables at 31st March,
2006 upproximate the corresponding carrying amounts.

27. AMOUNTS DUE FROM ASSOCIATES
The umounts due from ussociutes of the Group ure uhsecured, uged und repuyuble within ohe year. At 31st
Muarch, 2006, un umount of upproximutely HK$169,000,000 (2005: Nil) bore interest ut the best lendiny rute of
Hony Konyg dollars quoted by The Hongkony and Shanghdai Bunking Corporation Limited (the “Best Lendiny
Rute”) plus 2% per unnum und the remuining bulance wus interest-free.

The directors consider thut the fuir values of the umounts due from ussociutes ut 31st March, 2006 upproximute
the carrying amounts.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

28.

AMOUNTS DUE FROM RELATED COMPANIES

2006 2005

HK$°000 HKS 000

China Strateyic und ifs subsidiuries - 358

Associutes of Chinu Strauteyic 135,548 1.274

An ussociute of Hunny 111,244 -
Macuu Prime Properties Holdinys Limited ("Macuu Prime”)

(formerly known us Cheuny Tui Honyg Holdings Limited) 570 -

247,362 1,632

The Group hus common directors who huve significant influence in the aubove related compunies.

The umounts are unsecured, uged within one yeur und repuyuble on demand. At 31st March, 2006, un umount
of upproximutely HK$239,000,000 (2005: Nil) bore interest ut the Best Lendinyg Rute plus 2% per unnum und the
remuininyg bulunce wus interest-free. Detuils of the transuctions und bulances with reluted compunies ure set

out in note 51.

The directors consider thut the fair vulues of the umounts due from reluted compunies ut 31st March, 2006

upproximaute the corresponding carrying amounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST MARCH, 2006

29. LOANS RECEIVABLE

Maturity date Collateral

Louns receivuble comprises:

30th April, 2003 -

7th March, 2005 -

31st March, 2006 -

30th June, 2006 Motor vehicles

29th September, 2006 -

30th March, 2007 -

30th March, 2007 Interests in certuin
private compunies
with agyregute
net ussets vulue
of HK$173.9 million

31st Murch, 2007 -

31st Murch, 2007 -

Less: Impairment loss recoynised

Effective interest
rate per annum

Best Lending Rute

Best Lendihy Rute+3%

Best Lendinyg Rute+2%

Best Lendihy Rute+3%

Best Lendihyg Rute+3%

Best Lendihy Rute+3%

Best Lendiny Rute+2%

Best Lending Rute

Best Lendinhy Rute+1%

(continued)

2006 2005
HK$°000 HKs$ 000
1,898 1,898
3,475 15,000
2,000 2,000
1,400 2,731
150,000 -
25,000 -
20,000 -
3,500 -
3,500 3.500
210,773 25,129
(5,373) (1,898)
205,400 23,231

All the Group’s louns receivuble ure denominuted in Hony Kony dollurs.

The directors consider that the fuir values of the Group’s louns receivuble at 31st Murch, 2006 upproximute the

currying umounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

30. HELD FOR TRADING INVESTMENTS (OTHER THAN DERIVATIVES)
Held for frading investments as ut 31st March, 2006 include:

HK$°000

Listed securifies:
— Equity securities listed in Hony Kony 42,254
— Equity securities listed elsewhere 13.476
Unlisted equity linked notes 82,744

138,474

The fair values of the listed equity securities ure determined bused on the quoted murket bid prices uvuiluble on
the relevant exchanyges.

The fuir vulues of the unlisted eyuity linked notes ure determined bused on the yuoted murket prices for
equivulent instruments ut the bulunce sheet dute.

31. BANK DEPOSITS
The bunk deposits curry vuriable interest rates, ranyging from 0.95% to 4.6% (2005: 0.0006% to 2.25%) per unnum.
The directors consider that the fuir values of the bunk deposits ut 31st March, 2006 upproximate the correspondinyg
currying amounts.

32. CREDITORS AND ACCRUED EXPENSES

Included in creditors und uccrued expenses ure trude puyubles of upproximutely HK$758,000 (2005: HK$4,925,000)
und their uged unulysis ut the buluance sheet dute is us follows:

2006 2005
HK$°000 HKS 000

Trade creditors
0-30 days 730 4,817
31-60 days 22 54
61-90 days 4 33
Over 90 days 2 21
758 4,925

The directors consider that the fuir values of creditors und uccrued expenses ut 31st Murch, 2006 upproximaute

the carrying umounts.

33. DERIVATIVE FINANCIAL INSTRUMENTS

2006 2005
HK$’000 HKS 000

Liabilities
Equity auccumulutor 285 -
Futures 175 -
460 -

The ubove derivutives ure meusured at fuir value ut euch bulunce sheet dute. Their fair values ure determined
bused on the yuoted murket bid prices for equivalent instruments at the bulance sheet dute.

The eqyuity accumulator represents maturity on 20th March, 2007. The futures represent the Group’s investment in

un overseus stock murket index with muturity on 30th June, 2006.
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ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

34. AMOUNTS DUE TO ASSOCIATES

The balunces of the Group ure unsecured, interest-free and have ho fixed terms of repayment.

The directors consider that the fair values of amounts due to ussociutes ut 31st Murch, 2006 upproximaute the
currying amounts.

35. CONVERTIBLE NOTES

2006 2005

HK$°000 HKS 000

(Restuted)

Liaubility component at the beginning of the year 162,628 282,840
Interest churgye 11,938 16,738
Interest puid (10,085) (13,502)
Conversion (164,481) (123.448)
Liubility component ut the end of the yeur - 162,628

Pursuunt to un ordinury resolution pussed ut u speciul ygenerul meeting of the Compuny held on 9th October,
2002, the Compuny issued on 3rd Murch, 2003 HK$250,000,000 und HK$142,500,000 convertible notes to Dr. Chun
Kwok Keuny, Chuarles, u director und u substuntiul shareholder of the Compuny, und independent investors by
way of subscription und plucement, respectively.

The hotes beur interest ut the Best Lending Rute und puyuble semi-unnudlly in arreurs,

All the noteholders have un option to convert the convertible hotes intfo ordinary shares of the Company at aun
initiul conversion price of HK$0.30 per ordinury shure on or before 3rd March, 2006. The ordinury shures to be
issued upon such conversion rank pari passu in all respects with the ordinary shares of the Company in issue on
the relevant conversion date.

Prior to T1st April, 2004, convertible notes with u fuce vulue of HK$7,000,000 were converted into 23,333,333
ordinury shures of the Compuny ut HKS$0.30 per ordinury shure und convertible notes with u fuce value of
HK$96,000,000 were redeemed by the Compuny.

On 31st Junuary, 2005 und 3rd February, 2005, convertible notes with the fuce values of HK$112,900,000 und
HK$12,100,000 were converted into 376,333,333 und 40,333,332 ordinury shures of the Compuny ut HK$0.30 per
ordinury shure, respectively. The remuining convertible notes with u fuce vulue of HK$164,500,000 were fully
converted into 548,333,330 ordinury shures of the Compuny ut HKS$0.30 per ordinary share during the yeur.

The convertible hotes contuin two components: liability and equity elements. Upon the dapplication of HKAS 32
“Finunciul Instruments: Disclosure und Presentution” (see note 3 for the detuils), the convertible loun notes were
split between the lidbility and equity elements, on a retrospective busis. The eyuity element is presented in
equity heudinyg “convertible notes reserve”. The effective interest rate of the liubility component is 6.2% per
unhum.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

36. BANK BORROWINGS

2006 2005
HK$’°000 HKS 000
Bunk borrowings comprise:
Mortguyge louns 62,550 65,000
Bunk overdrufts 28,217 14,922
90,767 79,922
Anulysed us:
Secured 77,383 79.922
Unsecured 13,384 -
90,767 79,922
The bunk borrowinys ure repuyuble us follows:
Within one yeur or on demund 30,667 17,372
From one to two yeurs 2,450 2,450
From two to three yeurs 2,450 7,350
From three to four yeurs 2,450 -
From four to five yeurs 5,250 -
More than five yeurs 47,500 52,750
90,767 79,922
Less: Amounts due within onhe yeur or on demund shown
under current liubilities (30,667) (17.372)
Amounts due ufter one year 60,100 62,550

The Group hus vuariuble-raute borrowings which curry interest at Honyg Kony Interbaunk Offer Rute or Cunadiun
prime rate plus u fixed percentuye.

The ranges of effective interest rutes (which ure dlso equul to contraucted interest rates) on the Group’s borrowings
ure us follows:

2006 2005
Effective interest rute:
Variable-rate borrowinys 1.184% to 4.965% 0.954% to 1.184%
=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

36. BANK BORROWINGS (continued)

The Group’s borrowinys ure denominuted in functional currency of the relevunt group entities.

The fuir values of the Group’s borrowinys estimuted by discounting their future cash flows at the prevuailing
muarket rates at the bulunce sheet dute for similar borrowings approximute their carrying amounts.

37. OTHER LOANS

The louns were unsecured, beured interest ut the Best Lendiny Rate plus 1% per annum und were fully repuid
during the yeuar,

38. REDEEMABLE CONVERTIBLE PREFERENCE SHARES

The movement of the liubility component of the redeemuble convertible preference shares for the current and
prior yeur is set out below:

HKS 000
Ligability component at 1st April, 2004 -
Amendment of terms on 3rd November, 2004 (hote ) 283,185
Finunce cost 4,439
Conversion on 3rd Februury, 2005 (hote b) (1,087)
Liubility component at 31st March, 2005 286,537
Finance cost 10,952
Interest puid in the form of u dividend (10,678)

Liubility component ut 31st Murch, 2006 286,811

Number of redeemuble convertible preference
shares issued und fully puid
Number of shares
Redeemuble convertible preference shures of HKO.10 euch
At 1st April, 2004 -
Conversion from compulsorily convertible

cumulutive preference shares (hote a) 267,980,000
Conversion on 3rd February, 2005 (hote b) (1,028,000)

At 31st Murch, 2005 und 2006 266,952,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

38.

REDEEMABLE CONVERTIBLE PREFERENCE SHARES (continued)

The redeemuble convertible preference shures ure listed und matured on 3rd November, 2007, with u redemption
vulue of HK$1.06 per preference shure.

The redeemuble convertible preference shares rank in priority to the ordinury shures in the Compuny as to
dividends und returh of cupitul. The redeemuble convertible preference shares ure convertible into ordinary
shares of the Compuny ut the option of the holders ut uny time in accordunce with the rights und restrictions us
set out in the Speciul Resolution. However, redeemuble convertible preference shures ure subject to compulsory
conhversion ut the option of the Compuny in uny of the following cuses:

- the closing price of the ordinary shures in the Compuny on the Hony Kony Stock Exchange is 125% or
more of the conversion price of HK$1.04, subject to udjustments, for fwenty consecutive trading duys; or

- there are less than 50,000,000 redeemuble convertible preference shares in issue.

The redeemuble convertible preference shures contuin two components: liubility und equity elements. Upon
the upplication of HKAS 32 (see hote 3 for detuils), the redeemuble convertible preference shares were split
beftween the liability und equity elements, on a retrospective basis. The equity element is presented in equity
heudiny “preference share reserve”. The effective interest rate of the liubility component is 3.88% per annum.
They ure redeemuble at muturity. As u result of the upplication of HKAS 32, an umount of upproximutely
HK$874,000 hud been credited to the preference share reserve upon the umendment of the tferms on 3rd
November, 2004 (hote ).

Notes:

() With effect from 3rd November, 2004, the Compuny’s outstunding preference shures (see note 40 for detuils) have
been converted into convertible, non-voting und redeemuble preference shares with au cumulative preferential dividend
of HK$0.04 for every redeemuble convertible preference shure per unnum pursuunt to the Speciul Resolution (defined
in note 40).

As u result of the ubove und upon udoption of HKAS 32, the preference shures of the Compuny which hus been
previously clussified us equity instruments ure reclussified us financiual liubilities with un embedded conversion feuture.

(b) On 3rd Februury, 2005, 1,047,769 ordinury shures of the Compuny of HK$0.10 euch were issued upon conversion of
1,028,000 redeemuble convertible preference shures of HK$0.10 euch ut the conversion price of HK$1.04 per ordinury
shure. Such ordinury shures issued by the Compuny runked puri pussu with the then existing ordinury shares of the
Compuny in dll respects.

80

ANNUAL REPORT 2006

Lils

[|
T
C



ITC Corporation Limited

Lirs

[|
T
C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

39. DEFERRED TAX LIABILITIES

Deferred tux liabilities

2006
HK$°000

99

2005
HK$ 000

48

The followinyg tuble shows the mujor deferred tux (ussets) liabilities recoghised und movements thereon duriny

the current and prior year:

Revaluation of

medium term
leasehold Undistributed Recognition
Accelerated properties earnings of
tax situated in of an Tax  confracting
depreciation ~ Hong Kong associate losses income Others Total
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$°000 HK$°000
At Tst April, 2004 32,625 - 29,865 8911 (3.426) 15 50,168
Acyuisition of subsidiaries - - - - - 900,000 900,000
Churye (credit) to income
statement 3,709 - 7,302 1,110 271 ) 12,389
Charge to equity (Restated) - 48 - - - - 48
Disposul of subsidiuries (35,469) - (37.173) 6,936 3,185 (900,012) (962,563)
Exchange difference - - 6 - - - 6
At 31st Murch, 2005 (Restuted) 865 48 - (865) - - 48
Churge (credit) to income
stutement 298 - - (298) - - -
Charge to eyuity - 51 - - - - 51
At 31st Murch, 2006 1,163 99 - (1,163) - - 99

At the bulunce sheet dute, the Group hus unused tux losses of upproximutely HK$475,000,000 (2005:
HK$457,000,000) uvuiluble for offset uguinst future profits. A deferred tux usset hus been recoynised in respect
of upproximutely HK$6,645,000 (2005: HK$5,000,000) of such losses. No deferred tux usset in respect of the
remuininyg tux losses hus been recoynhised due to the unpredictubility of future profit streums. The tux losses cun

be curried forwurd indefinitely.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

40. SHARE CAPITAL

Number of shares Value
HK$’000
Authorised:
Ordinury shares of HK$0.10 euch
At 1st April, 2004, 31st March, 2005
and 31st March, 2006 3.000,000,000 300,000
Issued und fully puid:
Ordinary shares of HK$0.10 each
At 1st April, 2004 654,294,107 65,429
Conversion of convertible hotes (hote a) 416,666,665 41,667
Conversion of redeemuable convertible
preference shures (hote b) 1,047,769 105
At 31st March, 2005 1,072,008,541 107,201
Conversion of convertible notes (hote q) 548,333,330 54,834
Issue of shares (hofes ¢ und d) 217,183,274 21,715
At 31st March, 2006 1,837.495,145 183,750
Compulsorily convertible cumulutive preference shares of HK$0.10 euch
At 1st April, 2004 267,980,000 26,798
Conversion to redeemuble
converfible preference shares (hote e) (267,980,000) (26,798)

At 1st March, 2005, us restated - _

Notes:

() 548,333,330 ordinury shures (2005: 416,666,665) of the Compuny of HK$0.10 euch were issued upon conversion of the
convertible notes ut the conversion price of HK$0.30 per ordinary share. Detuils ure us follows:

Amount of No. of ordinary

convertible notes shares issued

Date of conversion being converted upon conversion
HK$°000

31st Junuary, 2005 112,900 376,333,333

3rd Februury, 2005 12,100 40,333,332

125,000 416,666,665

24th February, 2006 39.900 133,000,000

27th February, 2006 6,900 23,000,000

28th February, 2006 33,900 112,999,998

2nd March, 2006 83,800 279,333,332

164,500 548,333,330

The ordinary shares issued by the Compuny ranked puri pussu with the then existing ordinary shares of the Compuny in o

dll respects. .
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

SHARE CAPITAL (continued)

Notes: (continued)

40.

41.

83

(b)

©

(€]

(e)

On 3rd Februury, 2005, 1,047,769 ordinury shures of the Compuny of HK$0.10 euch were issued upon conversion of
1,028,000 redeemuble convertible preference shures of HK$0.10 euch ut the conversion price of HK$1.04 per ordinury
shure.,

On 3rd November, 2005, 2,753,274 ordinury shures of the Compuny of HKS0.10 euch were issued in the form of scrip
dividend. The ordinary shares issued by the Compuny runked puri pussu with the then existing ordinary shares of the
Compuny in ull respects.

On 24th February, 2006, 214,400,000 ordinury shures of the Compuny of HK$0.10 euch were issued ut un issuunce price
of HKS$0.72 per ordinury shure. The ordinury shares issued by the Compuny runked puri pussu with the then existing
ordinury shures of the Compuny in ull respects.

Prior to 3rd November, 2004, the preference shures ure hon-votiny, hon-redeemauble und dre entitled fo u cumulutive
dividend of HKS$0.069 per shure per unnum. With effect from 3rd November, 2004, the preference shures huve been
converted intfo hon-voting und redeemuble convertible preference shares with u cumulative preferential dividend of
HK$0.04 for every redeemuble convertible preference shure per unnum subject to the rights und restrictions us set out in
the Speciul Resolution pussed on 13th October, 2004 by the shaureholders of the Compuny.

With the udoption of HKAS 32, the redeemuble convertible preference shures were reclussified us liubility und preference
shures reserves (see hotes 3 und 38 for detuils).

SHARE OPTIONS

(a)

Share options of the Company

The Compuny udopted u shure option scheme (the “ITC Scheme”) on 16th Janhuury, 2002 (the “Adoption
Dute”) for the purpose of providing incentive or reward to eligible persons for their contribution to, und
continuing efforts fo promote the interests of, the Compuny. The bourd of directors of the Compuny may
in its ubsolute discretion, subject to the terms of the ITC Scheme, grunt options fo auny employees (includiny
directors) of the Compuny und ifs subsidiuries o subscribe for ordinury shares of the Compuny.

At the time of udoption by the Compuny of the ITC Scheme, the uyyregute humber of ordinury shares
which may be issued upon the exercise of dll options to be yranted under the ITC Scheme und uny other
share option scheme(s) udopted by the Compuny must nhot exceed 10% of the totul humber of issued
ordinury shares of the Compuny us ut the dute of shureholders’ upproval of the ITC Scheme. By ordinary
resolution pussed on 15th May, 2006 relating to the refreshing of the scheme limit on grant of options
under the ITC Scheme und uny other share option scheme(s) of the Compuny, the scheme limit on grant
of options wus refreshed. As u result, the total humber of ordinary shares avdilable for issue under the ITC
Scheme is 183,749,514, representing approximately 10% of the agyregyute number of issued ordinary
shures of the Compuny us ut the dute of this report. Notwithstanding the foregyoiny, the maximum
number of ordinury shares which muy be issued upon exercise of dll outstanding options yranted und yet
to be exercised under the ITC Scheme und uny other share option scheme(s) of the Compuny must nhoft,
in ugyreyute, exceed 30% of the total humber of issued ordinary shures of the Compuny from time to
fime.

Unless upproved by the shareholders of the Compuany in generul meeting, the total number of ordinary
shares of the Compuny issued und to be issued upon exercise of the options granted und to be yrunted
(whether exercised, cancelled or outstanding) under the ITC Scheme und uny other share option scheme(s)
of the Compuny to uny eligible person in any 12-month period expiring on the dute of offer shull not
exceed 1% of the totul number of the Compuny’s ordinury shares in issue from time to time.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

SHARE OPTIONS (continued)

41.

(a)

(b)

Share options of the Company (contfihued)

The period within which the options muy be exercised will be determined by the directors of the Compuny
ut the time of grunt. This period must expire in uny event not later thun the lust duy of the ten yeur period
ufter the Adoption Dute. The ITC Scheme does hot provide for uny minimum period for which an option
must be held before it cun be exercised. Options muy be yrunted ut un initial payment of HKS$1.00 for
euch ucceptunce of grant of option(s). The directors of the Compuny shall specify u dute, being u dute
not luter than 30 duys ufter (i) the dute on which the offer of the options is issued, or (ii) the dute on
which the conditions for the offer ure satisfied, by which the eligible person must accept the offer or be
deemed to huve declined it.

The exercise price of the options will be determined by the directors of the Compuny (subject to
adjustments as provided in the rules of the ITC Scheme) which shall be ut leust the highest of (i) the
nominal value of the ordinary shares of the Compuny; (ii) the closing price of the ordinury shares of the
Compuny us stated in the Hony Kohy Stock Exchaunge’s duily yuotutions sheet on the dute of the offer,
which must be u business day; und (iii) the averuge of the closiny prices of the ordihary shures of the
Compuny us stated in the Hony Kony Stock Exchunye’s duily quotations sheets for the five business days
immediutely precediny the dute of the offer.

The ITC Scheme shull be vualid aund effective for u period of fen yeurs commencing ufter the Adoption
Date, ufter which period ho further options shull be granted.

As ut 3Tst Murch, 2006 und 2005, there were no outstunding share options granted by the Company
pursuunt tfo the ITC Schemes. No shure options were grunted, exercised, cauncelled or lupsed during the
yedr und prior yeur.

Share options of Trasy

0} Pre-IPO Shure Option Plan of Trusy Gold Ex Limited ("Trasy”)
Trusy, u subsidiury of the Compuny, udopted u pre-IPO shure option plan (the “Trusy Pre-IPO
Plun”) on 6th November, 2000. Pursuunt to the Trasy Pre-IPO Plun, the bourd of directors of Trusy
could, ut its discretion, yrunt options to uny full-time employees or executives of Trusy und its
subsidiuries on or before 29th November, 2000.

Detuils of the shure options yrunted under the Trasy Pre-IPO Plan ure us follows:

Number of shares of Trasy
to be issued upon exercise of the share options

Balance Lapsed Balance  Cancelled Lapsed Balance

Exercise at during at during during at

Grantees Date of grant price 1.4.2004 the year 31.3.2005 the year the year 31.3.2006
HKS

Directors of Trasy 29th November, 2000 0.21 44,152,000 - 44,152,000 (44,152,000) - -

Others 29th November, 2000 021 18,834,000  (2.254,000) 16,580,000 (15,068,000) (1,512,000) -

Total 62,986,000  (2,254,000) 60,732,000 (59,220,000)  (1,512,000) -

All the ubove options have a durution of ten yeuars from the dute of yrunt.

No share options were exercised under the Trasy Pre-IPO Plan during the year und prior yeur.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

41. SHARE OPTIONS (continued)
(b) Share options of Trasy (continued)

(i

85

Share Option Scheme of Trusy

Trasy udopted u new shure option scheme (the “Trausy Scheme”) on 30th April, 2002. The purpose
of the Trasy Scheme is to enuble the bourd of Trasy, ut its discretion, ygrant options to uny employees
or proposed employees or executives, including executive directors, of Trasy, the controlling
compuny und of their respective subsidiaries, hon-executive directors of Trusy, any conftrolling
compuny und their respective subsidiaries, uny suppliers, adviser, consultant, contractor, customers,
person or entity that provides research, development or other techholoygicul support o Trasy and
its subsidiuries (the “Trasy Group”) or uny shureholders of uhy members of the Trusy Group or uny
investor entity us incentives or rewurds for their contribution to the Trusy Group.

The totul humber of shures muy be issued upon exercise of ull options to be yraunted under the
Trasy Scheme must not, in uggreyute, exceed 10% of the issued share cupital of Trusy as ut the
date of udoption of the Trasy Scheme, unless upproval by its shareholders has been obtuined, and
which must not in aggregate exceed 30% of the shares in issue from time to time. The mMaximum
entitlement of euch purticipant under the Trasy Scheme in auny 12-month period up to the dute of
grant shall hot exceed 1% of shares in issue us at the dute of yrant.

An optionh may be uccepted by u proposed gruntee within 7 duys from the date of the offer of
ygrunt of the option upon puyment of HK$1.00 to Trusy by way of considerution for the grunt. There
is ho Minimum period for which an option Must be held before it cun be exercised. An option may
be exercised in uccordunce with the terms of the Trasy Scheme at uny time ufter the date upon
which the option is deemed to be yrunted und uccepted und prior to the expiry of ten years from
thut dute.

The exercise price in respect of uny purticulur option yrunted under the Trausy Scheme shall be
determined by the bourd of directors of Trasy und will not be less than the highest of (a) the
closing price of the shares us stuted in the Hony Kony Stock Exchunge’s duaily quotutions sheet on
the dute of grunt; (b) the average of the closiny prices of the shures us stated in the Hony Konyg
Stock Exchunge’s duily quotutions sheet for the five business days immediately precediny the
date of grunt; und (c) the hominal value of a shure.

The Trusy Scheme shull be vulid und effective for u period of 10 yeurs from the dute of its udoption.

No shure options were yrunted by Trasy under the Trasy New Scheme since the adoption date of
the Trasy Scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

42. ACQUISITION OF SUBSIDIARIES

In 2006, the Group aucqyuired property, plunt und eyuipment und other infunyible ussets through ucqyuisition of
the entire shure cupitul of Durieriun Limited ut u considerution of HK$3,500,000. The ucyuisition hus been
recorded us purchuse of ussefts.

In 2005, the following mujor acquisitions fook place:

0) In April 2004, the Group, through PYI, acquired approximutely 54.06% indirect interest in u joint venture
compuny, Jiungsu Yangtony Investment und Development Co., Ltd. (*Yangtong”), to build und operute
u bulk hunding seu port at Yangkou Port, Nuntonyg City, Jiungsu, the PRC, for u considerution of
HK$394,911,000, which is sutisfied by cush.

(i On 23rd March, 2005, the Group ucyuired 1,391,430,000 ordinary shures of Trasy representing upproximately
50.07% of the entire issued shure cupital of Trasy, from un independent third party of the Group (the
“Vendor”). These shures were pledyed by the former holding compuny of Trasy to the Vendor, which sold
the shares to the Group pursuunt to the power of sule unhder the deed of churye, ut u considerution of
HK$8,803,000. As u result u discount on ucquisition of HK$20,938,000 wus credited to the income stutement.

L=
1
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

42. ACQUISITION OF SUBSIDIARIES (continued)

The uamounts of ussets and liabilities ucquired by the Group, und the goodwill and discount oh dcquisition
arising, during the year were as follows:

NET ASSETS ACQUIRED

Property, plant and eguipment
Properties under development
Investments in securities
Debtors, deposits und

prepuyments
Gold bullion

Bunk bulunces und cush
Creditors und uccrued expense

Bunk borrowinygs
Deferred tux lidbilities
Minority interests

Discount on ucyuisition

SATISIFIED BY:
Cush

Net cush (outflow) inflow arising

oh ucyuisitions

Cush considerution puid

Cush und cush equivulents ucyuired

Yangtong Trasy Others
Acquirees’ Acquiree’s Acquiree’s
carrying carrying carrying
amount amount amount
before Fair value Fair and fair and fair 2005
Combination  adjustments value value value Total
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$’000
460 - 460 1M - 571
116,601 1,606,691 1,723,292 - 61,392 1,784,684
- - - 250 - 250
5,402 - 5,402 1,003 444 6,849
- - - 65,303 - 65,303
2,996 - 2,996 4 30 3,030
- - - (7.271) (29.777) (37.,048)
(18.,850) - (18.,850) - - (18.850)
- (900,000) (900,000) - - (900,000)
(93.,645) (324,744) (418,389) (29.659) - (448,048)
12,964 381,947 394,911 29,741 32,089 456,741
- (20,938) - (20,938)
394,911 8,803 32,089 435,803
394,911 8,803 32,089 435,803
(394,911) (8,803) (32,089) (435,803)
2,996 4 30 3,030
(391,915) (8,799) (32,059) (432,773)

Hud the ucyuisitions been completed on 1st April, 2004, the Group’s turnover und loss for the yeur uttributable
to the eqyuity holders of the purent from continuiny operutions would huve been upproximutely HK$105,986,000
und HK$37,990,000, respectively. This proformu information is for illustrative purposes only and is hot hecessurily
indicutive of the turnover und results of the Group thut would uctuully huve been impucted hud the ucquisitions

been completed on 1st April, 2004, nor is it infended to be a projection of future results.

The hewly ucquired subsidiaries during 2005 did hot muke any sighificunt impact on the Group’s results for 2005.
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FOR THE YEAR ENDED 31ST MARCH, 2006

43. DISPOSAL OF SUBSIDIARIES

2006 2005
HK$’°000 HKS 000
(Restuted)
NET ASSETS DISPOSED
Property, plant and equipment - 260,935
Investment properties - 455,000
Prepuid leuse puyments - 134,766
Interests in ussociutes - 1,244,320
Interests in jointly controlled entities - 8,934
Investments in securities - 38.103
Deferred tux ussets - 1,680
Property under development - 1,813,047
Properties held for resule - 41,000
Amounts due from customers for contruct works - 189.074
Debtors, deposits und prepuyments - 1,144,839
Amounts due from ussociutes - 344,681
Amounts due from jointly controlled entities - 207
Amounts due from reluted compunies - 118,106
Louns receivuble - 199.957
Tux recoveruble - 14,291
Bunk deposits - 48,374
Bunk bulunces und cush - 79,799
Amounts due to customers for contract works - (393.376)
Creditors und uccrued expenses - (982,186)
Amounts due to ussociutes - (2.019)
Amounts due to jointly controlled entities - (20,766)
Bunk borrowinys - (601,051
Louns from u minority shareholder - (341,000)
Minority interests - (1,513,430)
Provision for lony service puyments - 1.727)
Deferred tux liubilities - (964,243)
- 1,417,315

Reserves releused on disposul:

Other reserve - 173

Properties revaludtion reserve - (340)

Translation reserve - (5,767)
Loss on disposal - (71,300)
Reclussificution to interests in ussociutes - (1,262,547)

- 77,534
SATISFIED BY:
Cush - 77,534
=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

43. DISPOSAL OF SUBSIDIARIES (continued)

Net cush outflow arising on disposul:

2006 2005
HK$°000 HKS 000
Cush considerution - 77,534
Bunk deposits, bunk bulances and cush disposed of less
bunk overdrufts disposed of - (121,122)
Net outflow of cush und cush equivulents
in respect of the disposal of subsidiaries - (43,588)

The subsidiuries disposed of during the yeur ended 31st Murch, 2005 contributed upproximutely HK$1,970,241,000
to the Group’s turnover.

44. MAJOR NON-CASH TRANSACTION
() Duriny the yeur ended 31st Murch, 2006:

0) HK$164,500,000 convertible notes issued by the Compuny were converted into 548,333,330 ordinury
shures of the Compuny ut HK$0.30 per shure.

(b) Duriny the yeur ended 31st Murch, 2005:

0) HK$125,000,000 convertible notes issued by the Compuny were converted into 416,666,665 ordinury
shures of the Compuny ut HK$0.30 per shure.

(i) 1,028,000 redeemuble convertible preference shures were converted into 1,047,769 ordinury shares
of the Compuny ut HK$1.04 per shure.

45. RETIREMENT BENEFIT SCHEMES

The Group operutes defined contribution retirement benefit schemes for yualifying employees. The ussets of the
schemes ure sepurately held in funds under the control of tfrustees.

The cost churged fto the income statement represents contributions payable to the funds by the Group at rates
specified in the rules of the schemes. Where there ure employees who leuve the schemes prior to vesting fully in
the contributions, the contributions puyuble by the Group dre reduced by the umount of forfeited contributions.

At the bulunce sheet dute, there were no signhificant forfeited confributions which arose upon employees
leaving the schemes prior to their interests in the Group’s contributions becoming fully vested and which are
avuiluble to reduce the contributions paydble by the Group in future yeurs.

The Group dlso joined u Mandutory Provident Fund Scheme ("MPF Scheme”). The MPF Scheme is registered with
the Manddatory Provident Fund Schemes Authority under the Mundutory Provident Fund Scheme Ordinance. The
ussets of the MPF Scheme dre held sepurutely from those of the Group in funds under the control of an
independent trustee. Under the rules of the MPF Scheme, the employer und its employees dure each required to
muke contributions to the MPF Scheme ut rutes specified in the rules. The only obligation of the Group with
respect fo the MPF Scheme is fo make the required contributions under the MPF Scheme. No forfeited contributions
are auvdiluble to reduce the conftributions payuble in future yeurs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

46. CONTINGENT LIABILITIES

2006 2005
HK$’°000 HKS 000

Guarantees yiven to banks and finuncidl institutions
in respect of yeneral facilities yranted to un ussociate 56,000 -
Finuncial support given to un ussociate 9,090 -
65,090 -

47. OPERATING LEASE ARRANGEMENTS
(a) The Group as a lessee:

At the balunce sheet dute, the Group had commitments for future mMinimum ledse payments under hon-
cuncelluble operuting leuses in respect of rented premises, which fall due us follows:

2006 2005

HK$°000 HKS 000

Within one year 807 308
In the second to fifth year inclusive 647 61
1,454 369

Leuses aure heyotiated, und monthly rentals are fixed, for an average term of two years.

(b) The Group as a lessor:

At the bulance sheet date, the Group hud contracted with tenhants for future minimum ledse payments
which fall due us follows:

2006 2005
HK$°000 HKS 000
Within one yeur 506 563
In the second fto fifth yeur inclusive 1,188 1,542
1,694 2,105
The properties held have committed tenants for the hext fwo years.
48. COMMITMENTS
2006 2005
HK$°000 HK$000
Cupitul expenditure contructed for but not provided in the
finuncial stutements in respect of ucqyuisition of:
Equity investments - 43,200
Property, plant and equipment 1,398 2,984
1,398 46,184
=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

PLEDGE OF ASSETS

As ut 31st March, 2006, the Group’s properties of upproximautely HK$39,277,000 (2005: HK$35,578,000) und prepuid
leuse puyments of upproximutely HK$91,865,000 (2005: HK$94,079,000) huve been pledyed to bunks und finuncial
institutions tfo secure ygenerul credit facilities granted to the Group. Facilities umountinyg to dpproximutely
HKS$77,383,000 (2005: HK$79,922,000) were utilised us ut 31st Murch, 2006.

49.

50.

91

In addition, the Group’s muryin accounts puyuble were secured by the Group’s held for trading investments of
HK$42,758,000 (2005: Nil) us ut 31st Murch, 2006.

POST BALANCE SHEET EVENTS

()

(o)

On 27th April, 2006, the Compuny und Mucuu Prime entered into u subscription ugreement in relation to
the subscription of the 1% convertible notes with u principul umount of HK$30,000,000 to be issued by
Macuu Prime. The subscription hud been completed on 8th June, 2006.

On 27th Junhe, 2006, the Compuhy und Hunny entered into u subscription ugreement in relution to the
subscription of the 1% convertible exchunhyeuble hotes with u principul umount of US$75,000,000
(eyuivulent to upproximutely HK$582,450,000) to be issued by Hunny (“Hunny Notes”). Detuils of the
subscription had been disclosed in the joint unnouncement of the Compuny und Hunny duted 6th July,
2006 (the “Joint Anhouncement”). Pursuunt fo the Joint Announcement, if the Compuny converted the
Hunny Notes in full, the Compuny would obtuin controlling inferest in Hanny. As the acquisition wus not
yet to be completed ut the dute of upproval these finuncial stutements, in the opinion of the directors, it
wus impracticuble to yuuntify the umounts recoynised ut the acquisition date for euch cluss of Hanny’s
ussets, liubilities and contingent liubilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

During the yeur or at the bulunce sheet date, the Group had transuctions/bulunces with the following related
parties, detuils of which are us follows:

51.

Class of related party

Associutes of the Group

Jointly controlled entities
of the Group

Directors or compuny
controlled by director

Other related compunies
(hote)

Nature of transactions/balances

Sales of buildiny materiuls
Dividend income (including scrip dividend)
Purchuse of concrete products

Rentuls und reluted building munugement fee

churged by the Group
Service fees charged by the Group
Service fees churged to the Group
Construction works charged to the Group
Subcontructing fees charyed by the Group
Interest income received
Purchuse of property, plunt und equipment
Purchuse of club membership
Balunce due by the Group
Bulunce due to the Group

Service fees charged by the Group

Interest puid by the Group

Interest puid on convertible hotes issued
by the Group

Bulunce due by the Group

Convertible notes due by the Group

Rentul und related building munugement fee

charged by the Group
Service fees charged by the Group
Service fees charged to the Group
Interest income received
Bulaunce due to the Group

Note: The Group hus common directors who huve significunt influence in the ubove other reluted compunies.

2006 2005

HK$°000 HK$'000

10 17

498,555 66,206

- 36

593 4,528

1,464 840

- 1,100

- 42,320

- 2,062

7,981 13,432

3,175 -

325 -

123 93

205,083 8,538

- 376

1,406 10

6,791 10,647

- 18,774

- 133,000

65 3,284

- 31

- 1,356

7,801 5,929

247,362 1,632
92
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

51. TRANSACTIONS AND BALANCES WITH RELATED PARTIES (continued)
Compensation of key management personnel

The directors were considered to be key munugement personnel of the Group. The remuneration of directors
wus disclosed in hote 15.

The remunerution of directors und key executives is determined by the remuneration committee having regard
fo the performunce of individuuls und murket frends.

52. BALANCE SHEET TO THE COMPANY

2006 2005
HK$°000 HKS 000
(Restated)
Non-current asset
Investment in subsidiaries 1 1
Current assets
Debtors, deposits und prepuyments 299 278
Amount due from u subsidiary 1,871,266 1,758,479
Bunk deposits 96,030 8,000
Bunk balances and cash 38 42
1,967,633 1,766,799
Current liabilities
Creditors und accrued expenses 3,356 6.368
Convertible notes - 162,628
Other louns — due within one yeur 9,950 -
13,306 168,996
Net current assets 1,954,327 1,697,803
Total assets less current liabilities 1,954,328 1,697,804
Non-current liability
Redeemuble convertible preference shares 286,811 286,537
Net assets 1,667,517 1,311,267
Capital and reserves
Share cupitadl 183,750 107,201
Reserves (Note) 1,483,767 1,204,066
Shareholders’ funds 1,667,517 1,311,267

L=
1

93

T
[ ANNUAL REPORT 2006



ITC Corporation Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

BALANCE SHEET TO THE COMPANY (continued)

52.

Note:

At 1st April, 2004 us originully
Effect of chunyes in uccounting
policies

As restuted

Profit for the yeur

Totul recoynised income
and expenses for the year

Conversion of compulsorily
convertible cumulutive
preference shures to redeemuble
convertible preference shures

Issue of shares arising from
conversion of convertible notes

Issue of shares arising from
conversion of redeemuble
convertible preference shures

Dividend puid

Transfer to contributed surplus

At 31st March, 2005
Profit for the yeur

Totul recoynised income
and expenses for the year

Issue of shares arising from
conversion of convertible notes

Issue of shures urising from
distribution of scrip dividend

Issue of shares

Dividend puid

At 31st March, 2006

Capital Convertible Preference

Share  Contributed redemption notes share Accumulated
premium surplus reserve reserve reserve (losses) profits Total
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$°000
209,889 2,117,993 908 - - (983.,307) 1,345,483
60 - - 9,393 - (3.244) 6,209
209,949 2,117,993 908 9.393 - (986,551) 1,351,692
_ - - - - 32,541 32,541
- - - - - 32,541 32,541
(256,274) - - - 874 - (255,400)
85,837 . - (4,056) - - 81,781
(2) - - - 3) - ®)
- - - - - (6,543) (6,543)
- (983,307) - - - 983,307 -
39,510 1,134,686 908 5,337 871 22,754 1,204,066
- - - - - 72,521 72,521
- - - - - 72,521 72,521
114,984 - - (5,337) - - 109,647
(275) - - - - - (275)
128,563 - - - - - 128,563
- - - - - (30,755) (30,755)
282,782 1,134,686 908 - 871 64,520 1,483,767

Pursuunt to the resolution pussed on 22nd September, 2004 by the board of directors of the Compuany, part of
the contributed surplus wus transferred to eliminate the accumulated losses of the Company us ut 31st Murch,

2005.

The contributed surplus of the Compuny comprises the difference between the underlying net ussets of the
subsidiaries ucyuired by the Compuny und the nhominul amount of the Compuny’s ordinary share cupital issued
us consideration for the acqyuisition und the credits arising from the changes in the cupitul und reserves of the
Compuny und the trunsfers to the uccumuluted losses us upproved by the board of directors from time o time.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

52.

53.

95

BALANCE SHEET TO THE COMPANY (continued)

Under the Compunies Act 1981 of Bermudu, the contributed surplus account of the Company is available for
distribution. However, the Compuny cunnot declare or puy a dividend, or muke a distribution out of contributed
surplus if:

() it is, or would ufter the puyment be, unuble to puay its liubilities us they become due; or

(b) the reulisuble value of its ussets would thereby be less thun the augyreyaute of its liubilities and its issued
shure cupitul und shure premium uccounts.

In the opinion of the directors, subject to the restrictions us stipuluted in the Compunies Act 1981 of Bermudu s
described ubove, the Compuany’s reserves available for distribution to shareholders were us follows:

2006 2005
HK$°000 HKS 000
Conftributed surplus 1,134,686 1,134,686
Accumuluted profits 64,520 22,754
1,199,206 1,157.440
PARTICULARS OF PRINCIPAL SUBSIDIARIES
Detdils of the Compuny’s principual subsidiaries as at 31st March, 2006 are us follows:
Percentage of
issued share capital/
Issued and registered capital
Place of fully paid held by the
incorporation/ share capital/ Company*/ attributable
Name of subsidiary registration registered capital subsidiaries  to the Group  Principal activities
% %
Burcon Group Limited Cunudu CAD1,000 100 100 Investment and
cluss A common property holding
shares
Dreyer und Compuny Honhy Kony HK$6.424,000 99 99 Trading of building
Limited ordinary shares muterials und
muchinery
Gredut Intelligence Honhyg Konhy HKS$2 100 100 Securities frading and
Holdings Limited ordinary shares freusury investment
Greut Intelligence British Virgin USS$1 100" 100 Investment holdiny
Limited Islands ordinary share
Greut Intelligence Hony Kohy HK$2 100 100 Property holding und
Limited ordinary shares investment
ITC Development Co. British Virgin US$15,000 100" 100 Investment holdiny
Limited Islands ordinary shares
ITC Finunce Limited Honhyg Konhy HKS$2 100 100 Provision of finunce
ordinary shares
ITC Investment Group British Virgin USS1 100" 100 Investment holdiny

Limited Islands ordinary share
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31ST MARCH, 2006

53. PARTICULARS OF PRINCIPAL SUBSIDIARIES (continued)

Percentage of
issued share capital/

Issued and registered capital
Place of fully paid held by the
incorporation/ share capital/ Company*/ attributable
Name of subsidiary registration registered capital subsidiaries  to the Group  Principal activities
% %
ITC Muhugement Group British Virgin US$2 100* 100 Investment holding
Limited Islands ordinary shares
ITC Munugement Hony Kony HKS$2 100 100 Provision of
Limited ordinary shares munuyement und
financial services
and treusury
investment
Large Scule Investments British Virgin Uss$1 100* 100 Investment holding
Limited Islunds ordinary share
Trasy Cayman HK$27,790,000 100 56.45 Provision und
Islunds ordinary shares operution

of un internet-bused
precious metul
frading system
None of the subsidiaries had any loun cupitdl subsisting ut the end of the year or at uny fime during the yedar,

All of the ubove subsidiuries operute in Hong Konyg except Burcon Group Limited which operates in Cunudu.,

All of the ubove subsidiuries ure limited compunies.
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