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CSMC Technologies Corporation (“CSMC"” or the “Company”) is a
limited liability company incorporated in the Cayman Islands. CSMC
was listed on the main board of The Stock Exchange of Hong Kong

Limited (the “Stock Exchange”) on 13 August 2004.

Pioneering the open foundry business model in China since 1997,
CSMC and its subsidiaries (the “Group” or “We") own and operate the
first and one of the largest open semiconductor foundries in China as
measured by operational capacity. Our fabs are located in Wuxi, Jiangsu
Province and Beijing. We target the semiconductor market
manufactured by offering 3.0 micron to 0.35 micron foundry process
technologies on 6-inch wafers, mainly focused on providing
manufacturing services to integrated circuits (“IC") design houses for
three types of applications, including consumer electronics,
communication, and computers. We also provide manufacturing
services for leading international Integrated Device Manufacturers (the
“IDMs"), utilizing our manufacturing capacities for their proprietary
process technologies. Our manufacturing processes include CMOS
logic, mixed-signal, high voltage, non-volatile memory (“NVM"),
electrically erasable programmable read-only memory (“EEPROM") ICs
and DMOS. Mixed-signal ICs and DMOS are widely used for
applications of power management IC and power discrete. We also
offer assistance to our customers by arranging upstream IC design

services as well as downstream testing and packaging services.

We are continuously exploring incremental opportunities of growth in
customer base, technology portfolio and operational capacity consistent
with expectation for continuous expansion in the consumer electronics,
communication and computer market in China. We believe that the
export and domestic consumptions will be the key catalysts for the

growth in the semiconductor industry in China.

Our principal customers are the fast growing fabless design houses in
China. We also provide open foundry services to IDMs. We believe our
leading position in the mainstream segment in the China
semiconductor market and the development of our key overseas

markets will underpin the future success of CSMC.
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Sales

Total earnings before interest expense,

taxation and depreciation and
amortization (“EBITDA")
Depreciation and amortization
Interest expenses
Profit (loss) before income tax
Income tax (expense)/credit
Profit (loss) attributable to equity
holders of the Company

Earnings (loss) per share
Basic (US$ cent)
Diluted (US$ cent) (Note 1)

HERE
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FEMRE A (B 18)
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B () (KaE1)

2005
—ETREF
(Unaudited)
(R&EF&)
US$°000
FET

32,511

4,760
(10,707)
(616)
(6,563)

525

(6,038)

(0.23)
N/A 7~ 3 A

Percentage
change
BA L

64.4%

250.7%
33.5%
158.8%
112.2%
-152.4%

108.7%

108.7%
N/A 7 i A



Total assets
Shareholders’ equity
Cash and bank balances

Bank borrowings

Ratio (Note 2)

Current ratio (times)
Quick ratio (times)

Debt to equity (%)

Net book value per share

(US$ cent)

Note 1:

BE®R
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RENEL X (18)

BB E R (%)

FREEFE
(EA)

As at

n
31 December
2005
—EETRF
+ZA=+—8
(Audited)
(iEF#%)
Us$°000
FET

224,150
157,004
24,778
42,152

1.07
0.78
26.8%

5.86

MaET

Percentage
change
B 28

5.9%
2.1%
26.3%
14.5%

9.3%
9.0%
12.3%

1.5%

No diluted earnings (loss) per share for six months ended 30 June 2005 has
been presented as the potential ordinary shares resulted from the Equity

Incentive Plan are anti-dilutive.

Note 2:

Current ratio = current assets / current liabilities

Quick ratio = (current assets — inventories) / current
liabilities

Debt to equity = total bank borrowings / shareholders’
equity

Net book value per share = shareholders’ equity / total outstanding
shares
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Dear Shareholders,

2006 will be a year of recovery for the worldwide semiconductor
market as semiconductor demands have been on a strong upward
trend. During the first half of 2006, the Group's consolidated sales
reached approximately US$53.44 million, representing a 64.4%
increase compared to the same period of 2005, allowing the Group to
report a net profit of US$523,000, compared to a net loss of US$6.04

million over the same period of 2005.

CSMC has a unique focus on the mainstream segment in the China
semiconductor market. Since the beginning of 2001, the
semiconductor industry in China has been growing at an average rate
of 30%, higher than the average growth rate of the global market.
Capturing the growth trend in the China semiconductor market, the
Group’s sales of the Chinese region for the first half year reached
US$37.57 million, representing a 73% increase compared to the same

period of 2005.

We continue to expand our production capacity to better serve both
the China semiconductor market and the growing outsourcing
demands from overseas IDMs and fabless customers. In October 2005,
we signed a co-operation agreement with Institution of
Microelectronics of the Chinese Academy of Science to form our Fab 3
in Beijing. Fab 3 has been established for operation and has completed
the facility expansion program by end of June 2006 and started its
qualification and production ramp up. Fab 3 is expected to contribute a
production capacity of 20,000 6-inch wafers per month in 2007. This
will further strengthen the Group’s current leading position as the

largest 6-inch open foundry in China.

We continue our effort to explore the possibility with certain
technology partners to form a strategic partnership for Fab 2, the
Group’s initial 8-inch wafer Fab. Fab 2 will focus on 8-inch process
technologies ranging from 0.35 micron to 0.18 micron in continuing
our pursuit of serving the mainstream segment in the China
semiconductor market as it migrates towards advanced submicron
technologies. Our 8-inch initiative will also strengthen migration
options for international customers who seek to outsource their

production lines later on.
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As of the report date, China Resource Logic Limited (the “CR Logic”)
has become the controlling shareholder of CSMC by increasing its
shareholding in CSMC to approximately 73% through a voluntary offer.
This consolidation will bring synergistic benefit to both companies
towards capturing business opportunities offered by the ongoing

growth in the domestic and global semiconductor markets.

Going forward, the Group is optimistic for the continued long term
growth trend of the global semiconductor market and, in particular, the
robust growth of the China semiconductor market. With CR Logic
becoming the controlling shareholder of CSMC, the Group expects an
enhanced outlook for the second half of 2006 and the forthcoming

years.

Ot (e

Dr. Peter CHEN Cheng-yu

Chairman

Hong Kong, 18 August 2006
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The first half of year 2006 represents the recovery for the Group from
the down cycling of the global semiconductor market last year. During
the period, the Group recorded a net profit of US$523,000, compared
to a net loss of US$6.04 million over the same period of 2005, while
the average capacity utilization rate of the Group increased to 86% in
the period from 63% in 2005 and 56% in the first half of 2005. At the
same time, the Group’s consolidated sales increased by 64.4% to
US$53.44 million when compared with US$ 32.51 million in the same
period of 2005. EBITDA increased by 250.7% to US$16.69 million in
the period from US$4.76 million in the same period of 2005.

The Group’s business in the PRC contributed US$37.57 million or
70.3% of the total sales in the first half of 2006, which represents an
increase of 73.5% over US$21.66 million in the first half of 2005. The
Group’s business from overseas market increased simultaneously as a
result of market recovery with overseas demands in the first half of

2006.

The following table shows the geographical breakdown of the Group’s

sales for the six months ended 30 June 2006 and 2005.

The PRC wh
Asia, other than the PRC 22 )M (F B Bk &)
United States =
Europe &M

Total BEt
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7,608 23.4
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1,368 4.2

32,511 100.0




The Group continues its strategy to diversify its customer base to avoid
over-reliance on any single customer. With the increase in sales, the
Group’s top ten customers contributed 61.1% of total sales in the first

half of 2006, down from 74.5% in the same period of 2005.

During the first half of 2006, the Group maintained its production
capacity of 59,200 wafers per month. Average capacity utilization was
86% in the first half of 2006 compared to 63% in 2005 and 56% in
the same period of 2005. When the Fab 3 in Beijing starts operation,
the Group will be able to have additional production capacity of 20,000

wafers per month in 2007.

In the first half of 2006, the Group continued to focus on supporting
applications of power management IC and power discrete in PC,
mobile phone, electric transportation and medical device with 0.5 and
0.6 micron mixed-signal and DMOS processes. The management
believes that this technology mix is ideal to serve the Chinese

mainstream market in the coming future.
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The table below shows the Group’s sales by process technologies:

TRENAKERBEBEMAOITHHE

o
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6-inch GEy
>=1.0 micron = 1.0%8
0.6 - 0.8 micron 0.6 - 0.8%# K
0.5 - 0.6 micron 0.5-0.6%4>
0.35 - 0.5 micron 0.35 - 0.5% >
Sub-total INEF

DMOS DMOS

Others i

Total et

The Group manufactures ICs mainly using CMOS and DMOS process
technologies. The Group utilizes CMOS technologies mainly produces
logic, mixed-signal, high voltage, NVM and EEPROM ICs for the fast-
growing consumer electronics, communication and computer industry

in China.

The Group continues to seek ASP enhancement opportunities. By
improving process technology mix, the Group’s overall ASP increased
2.4% to US$173 in the first half of 2006 from US$169 in the same
period of 2005. Sales contributions from non-logic and DMOS products
increased to 32.4% in the first half of 2006 from 24.4% in the same
period of 2005.

2005
—ETRF
(US$'000) %

(F=)

10,926 33.6
6,808 20.9
7,850 24.2
4,960 15.3

30,544 94.0

561 1.7
1,406 43
32,511 100.0
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The table below shows the Group’s sales by process mix:

Logic g
Mixed-signal HIEREE5
NVM NVM

DMOS DMOS

Others H

Total #EEt

The management believes that the Group’s employees are its greatest
asset. The Group had 1,794 employees as at 30 June 2006, an increase
of 358 employees compared with 1,436 at the end of 2005, including
294 employees in Fab 3. The Group has maintained a good working

relationship with employees over the period.

In the highly competitive foundry business, strong human resources are
essential for growth. The management successfully leverage on the
strengths of both local Chinese employees and international expertise.
The Group also prides itself for its track record of recruiting and
developing local managerial, technical, and operating personnel.
Currently 98% of the Group's staff are citizens of People’s Republic of
China (the “PRC"), including the majority of the managers. As at 30
June 2006, 56% of the Group's employees have college or graduate

degrees.

TREJNNAEEZEEBHEDTHHEE
5
2005
—ETRF
(US$°000) %
(FZ=71)
23,185 71.3
6,455 19.9
914 2.8
561 1.7
1,396 43
32,511 100.0
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mERITERBHNHEFIEEHR - BN
ANBERRARERFILEDN - BIEE
B Ih I E A B A (E B R BEIRE A H
B XEETHERERERAME
B RitkEEEINCHERIER -
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The following table shows certain information relating to the Group'’s

interim results for each of the six months ended 30 June 2006 and

2005:

Condensed Consolidated Interim Income Statements

Sales

Cost of goods sold

Gross profit
Other gains (net)

Operating expenses

Operating profit (loss)

Finance costs

Profit (loss)

before income tax

Income tax (expense)/credit

Profit (loss) for the period

Dividends

Earnings (loss) per share

— basic (US$ cent)

— diluted (US$ cent)

Operating Data
Depreciation and
amortization

Capital expenditure

Wafer sales (units)

ASP (US$)
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BRATG B A
A (& E)

s (FX)
SER

Bwiad (FE)
@)

FREMN (FE)
-7 ES )
—#58 (Xl)

TegE
MEREH
BARX

SEHEHE
CRED

FHEE(ET)

TRENAEEEE_TTER-F
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AT & o e 24 e

—ZZ
(US$'000) %
(F%7)
32,511 100.0
(32,068) (98.6)
443 1.4
885 2.7
(7,275) (22.4)
(5,947) (18.3)
(616) (1.9)
(6,563) (20.2)
525 16
(6,038) (18.6)
1,705
(0.23)
N/A 7 i F
10,707
20,753
186,716
169



The Group’s consolidated sales for the six months ended 30 June 2006
amounted to US$53.44 million, representing an increase of 64.4%
compared to US$32.51 million in the same period of 2005. This
increase in sales was mainly due to the recovery of the Group’s
production capacity utilization to 86% in the first half of 2006 from
56% in the same period of 2005, as well as the increase of ASP by
2.4% to US$173 in the first half of 2006 from US$169 in the same
period of 2005, as a result of the recovery of the global semiconductor

market.

Cost of goods sold increased by 38.2% to US$44.32 million in the first
half of 2006 from US$32.07 million in the same period of 2005. The
increase in cost of goods sold in the period was primarily due to the
increased consumption in material costs and utility costs consistent with
the increase in the volume of wafers sold, as well as the increase in

depreciation by the capacity expansion in past 2 years.

Gross profit and gross margin increased to US$9.13 million and 17.1%
in the first half of 2006 from US$443,000 and 1.4% in the same period
of 2005, respectively. The increase in gross margin was mainly due to
the growth in production capacity utilization to 86% in the first half of
2006 from 56% in the same period of 2005, following the successful
capacity expansion in production scale in past 2 years. The increase in
ASP by 2.4 % also resulted in an increase in gross profit and gross

margin.

The Group's operating expenses increased slightly by 1.0% to US$7.35
million in the first half of 2006 from US$7.28 million in the same period
of 2005. The increased expenses mainly generated by the start-up and

operating costs of Fab 3 in Beijing.
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R2A%EZZTTRNF LFEFMI73ET
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ETRE_TTRF L FH4,4328
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EMREMED B -_ZEZAF R
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BIR=ZBAORAETHREEKRK o

14



15

As a result of those mentioned above, the Group recorded a net profit
of US$523,000 in the first half of 2006, compared with a net loss of
US$6.04 million in the first half of 2005.

The Directors do not recommend any payment of an interim dividend

for 2006.

For the six months ended 30 June 2006, the Group’s sources of liquidity
mainly included cash inflow from operating activities and proceeds from
the net bank borrowings, which amounted to US$11.41 million and
US$5.71 million, respectively. The Group’s cash has principally been
applied to upgrade of process technology mix and the remainder of
prior year’s capacity expansion for Fab 1 amounting to US$4.82 million,
construction of Fab 2 shell amounting to US$4.00 million and purchase

of machinery and equipment for Fab 3 amounting to US$1.39 million.
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The table below sets forth the cash flow of the Group for the six TEREINAEEE
months ended 30 June 2006 and 2005, and the cash and cash TRFEANA=1H

E-TERFER-F

EARERANAEERE

equivalents at the end of each period: REHBRANRERREEFEEY
2005
—ETRHF
(US$°000)
(F%71)
Net cash inflow from operating activities KEEHEENRSRAFE 804
Net cash used in investing activities KRETHHANE 2 FE (20,708)
Net cash inflow from financing activities BMEFDEENRESRAFE 17,765
Increase (decrease) in cash and cash equivalents IR & & 3R & SE W& O L) (2,139)
Effect on foreign exchange rate changes EXREFHTE =
Cash and cash equivalents at beginning of period Hi¥I#E & KBS S EY 24,463
Cash and cash equivalents at end of period HRNReRBESEEY 22,324
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The bank loans of the Group as at 30 June 2006 and 31 December

2005 were as follows:

Short-term bank loans
- Secured
- Unsecured
Long-term bank loans

- Secured

Total outstanding borrowings

FEHIRTTE R
— B EH
—EER

RERITEK
— B EH

As at 30 June 2006, the Group’s short-term bank loans bore interest

rates ranging from 4.82% to 7.25% per annum. Long-term bank loans

bore interest rates ranging from 5.58% to 6.55% per annum.

The secured portion of approximately US$19.0 million was secured by

certain of the Group’s equipments and land use rights with the net

book value of approximately US$31.31 million.

REBR _EERNENA=ZTHE-Z
ZhHE+-_A=1T—BHETEZN
™~

31 December
+=-A=+—8
2005
—EThEF
(Audited)
(B&E%)
(US$°000)
(F2%71)

3,000
29,922

9,230

42,152

RZZBERNFAA=ZTAH AEBEEH
fTEiHﬁEﬁJ N F4.82[E =7.25E
R RERITEFEFNENF5.58
Eéa%ﬁﬁ@o

BEEEH 41,9008 E T AR EEE
HFENIINEEZTTNE THEIN L
Hb 5 R AEEIE AR



The Group requires capital to build, expand, upgrade and maintain its
production facilities and equipment. The Group incurred capital
expenditure of US$10.81 million in the first half 2006, mainly including
US$4.00 million spent on construction of Fab 2 shell, US$4.82 million
spent on Fab 1's upgrade of process technology mix and paid for the
remainder of prior year’s capacity expansion, and US$1.39 million spent

on machinery and equipment purchasing for Fab 3.

During the six months ended 30 June 2006, the Company repurchased
3,395,000 shares of the Company at prices ranging from HK$0.385 to
HK$0.39 per share with a total consideration of HK$1.3 million on the

Stock Exchange. These shares have been duly cancelled.

As at 30 June 2006, the Group has capital commitments of US$215.13

million. Details are set out as follow:

Contracted but not provided BRI EREE
Authorized but not contracted BRERKRETL
Total 45t

As at 30 June 2006, Fab 1 had a staff retention program which requires
Fab 1 to provide corporate guarantee to a third party bank for the
down payment of mortgage loans of its key employees amounting to

approximately US$235,000.

Details of commitment and contingent liabilities are set out in note 14

and 15 of the interim financial statements set out in pages 58 to 61.

AEBFELESUER }E}E\%H&

HEEERBREE AEBRZ

NFELE¥FEEERFAZT, 081%%
HA400 &E3&7T AR EE KR

= 482%%nﬁﬁﬁéaﬁﬂ—@s@§%$i&

MEERIN EFENERERDLE

ﬁ% IARI1B9EETTARAE = F A #
MR o

HE_TTFAA=1+HBIAEA -
2N~ B 1L B 22 BT g 113,395,000 A~ A
ARG - BREENTF0.385BLE
0.39% T - BRELHRI1I0BAET © %
ERMHEIENTSH -

R-ZBEZRFENA=1TH KEEHNE
A AE216138E T S#BWT -

US$'000
T

7,495
207,638

215,133
AZEERENA= +E — R _L%E
BETHE  —HRALAEBREETHN
HHIRIEE R & B A 5T 4)235,0005% T
ME=ZFIRTREDRER -

b
«H

il

EENIABEFBHNELSEGI AN
B SRR MY RE 14215 ©

18



19

The accounting policies adopted are consistent with those of the
annual financial statements for the year ended 31 December 2005 as
described in the 2005 annual report, except for those disclosed in note

3 of the interim financial statements set out in page 38 to 41.

For the six months ended 30 June 2006, the Company was not involved
in any material litigation or arbitration and no material litigation or
claims was pending or threatened or made against the Company as far

as the Company is aware.

The Group's operational cash flow was primarily denominated in
Renminbi and US dollars. The Group's borrowings were also
denominated in Renminbi and US dollars. The Group does not expect
significant exposure to foreign exchange fluctuations in this regard. The
management believes that, considering the working capital position of
the Group, the Group will have sufficient foreign exchange to meet its
foreign exchange liabilities as they become due. It is the Group’s policy

not to enter into derivative transactions for speculative purposes.

As at 30 June 2006, the gearing ratio, calculated based on total
liabilities divided by total shareholders’ equity was 48.19%, compared
with 42.77% at 31 December 2005.

I BB ST R FFWMA
BHBE-_TTRF+-_A=1+—HLF
EMFENBRRAMEMNE S HEF
IBEM B M EAM B MR M3 5B
& RIBR N o

’H

HE-_TTZXXFXA=FTHILAEAR -

RRARWES RAEMERFLRHATE
BERARRAIFAE - INEEA MR T 4K

HEARAMBERFRIER -

AEENZLERERETIZEUARER
ETLREMN - REENBRITUARE
RETREMN - AKERHISRLE
HEXRHHNERARR - EZRAEHEH
WmEEEeRNE  BEEMRE &
BB RMINERE - ERHRERINE
BE AERNBRETERREKE D
ME] ML ERITER S ©

ﬁé::,/? ¢ SA=1+H - RBEER
BERERERTEMENAGEER
48.19%’ﬁ:§§£$+ A=+—
HAI&42.77% °



On 12 May 2006, CSMC and CR Logic jointly announced that a
voluntary conditional offer was made by CR Logic for all CSMC shares
with cash consideration and/or new CR Logic shares. On 28 June 2006,
the offer became unconditional in all respects. Upon close of the offer
on 12 July 2006, CR Logic received valid acceptances in respect of
1,293,530,058 CSMC shares, representing approximately 47.5% of the
entire issued share capital of CSMC and voting rights normally
exercisable at general meetings of CSMC. Taking into account the valid
acceptances received, CR Logic and parties acting in concert with it
together own 1,984,967,848 CSMC shares, representing approximately
73% of the entire issued share capital of CSMC as at the date hereof.

—EENERAT - - EE
HEESES A EHEBRLERE
Rl R  URSRERHEH
BB RO KB AEER FERD - —
TEXRFAAZTNAR - KEBEE2E
REEGE R_ZEEFLA+=H
WHEEZE R - EEBRKIIERL
#1,293,630,058 ik 7 (G ZEH L#E 2
BEBETRAR —RAIRNERRAET
ERIRERELALTE%) A RIER o &t
RETRBI BB ER - EEBSRER
—HITBATEHEREERLE
1,984,967, 848 & 15 - 15 H L ERNZ
HEI2HE BITRALT73% °
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In the opinion of the Directors, the Group has been in compliance with
the Code on Corporate Governance Practices contained in the
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) throughout
the reporting period. The Board acknowledges its responsibility for the
Group's systems of internal controls and has assumed this responsibility
through formalized Group financial and legal procedures, the Group’s

auditors and the Audit Committee.

The Company has adopted Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 of the Listing Rules. The Company has made specific enquiry to all
Directors, and all Directors have confirmed that, for the six months
ended 30 June 2006, they have complied with required standards of
dealing set out in the Model Code.

CSMC recognizes its responsibilities to shareholders and aims to protect
and enhance shareholders’ value through solid corporate governance.
The Group is committed to ensuring transparent, open and accountable
disclosures. Good corporate governance is not just a question of
regulatory compliance but is ingrained into the Company’s culture and

emphasized at every level.

The Board has been and will continue to uphold the appropriate
standards of corporate governance within the Group, thereby ensuring
that our business is conducted in an honest, ethical and responsible

manner.

EERA ARERREHAN—HET
BEBMAXZAARRARESF LHARA
(TEFRAD) Misk+ S M R TR
ERTAMME - EFSRAHYAR
EANEEREANEML  WEBKBEILE
AP REARIEF - NEEZHE T
“EEBERITEME -

$Qﬂ5ﬁ%tﬁﬁ%%ﬁ+ﬁﬁﬁ@
EHRARERETEFRZNRESTR
(MMEEESFA) - AR TEﬁ%ﬁi%ﬁ
HESRIEHR  MAEFEEREBE_Z
ZQ/_E \H +E|Jt/\1.ﬂ —HBHESF

ERIETHREHRRNEMLE - WHEBR
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The Board’s primary role is to protect and enhance long-term
shareholder value. It sets the overall strategy for the Group, ensures
effective management and provides proper supervision of the Group’s

business conduct.

The Board consists of ten Directors, including the Chairman of the
Board, three of whom are Executive Directors and members of the
management. There are seven Non-Executive Directors, of whom three
are Independent Non-Executive Directors. The Board benefits from the
depth of experience and expertise from each Director. All Board
members understand their duty to represent the interest of the

shareholders.

The Board meets at least four times a year. For the six months ended 30
June 2006, the Board met 2 times in the presence of members of the
Group’s senior management. Each Board member participated in
meetings except for Mr. Robert LEE Naii's absence for the meeting of 25
May, 2006 as he had other business engagement out of Hong Kong.
The Group ensures that the Board members have access to appropriate
financial and relevant documents about the Group’s activities on a

timely basis.

As at 30 June 2006, the Board has established three Board Committees
to assist in the execution of its responsibilities, namely the Audit
Committee, Remuneration Committee and Nomination Committee to
oversee particular aspects of the Group affairs. Independent Non-
Executive Directors play a vital role in these committees to ensure that

independent and objective views are expressed and considered.

EFeNIEBRARRBRIER KRR
%Eﬁo%%ﬁ%$%EHJ%@
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The primary aim of the Remuneration Committee is to formulate
transparent procedures for developing remuneration policies and
compensation packages for the employees of the Group. The
Remuneration Committee is also entrusted to adopt appropriate staff
development and retention policies. The members and chairperson of
the Remuneration Committee are the same as those disclosed in the

2005 annual report of the Group.

For the six months ended 30 June 2006, the Remuneration Committee
met 2 times in the presence of members of the Group’s senior
management. Each member of the Remuneration Committee
participated in all meetings. During these meetings, the Remuneration
Committee reviewed existing and proposed compensation packages
and bonus rewards for the staff as a whole. The Remuneration
Committee has full access to the records and details of such package,
upon request. The Remuneration Committee also reviewed the

remuneration for members of Independent Board Committee.

The Audit Committee is responsible for assisting the Board in reviewing
the effectiveness of the financial reporting process and the internal
controls and risk management systems of the Group. The Audit
Committee also oversees the audit process and performs other duties
as assigned by the Board. The members and chairperson of the Audit
Committee are the same as those disclosed in the 2005 annual report

of the Group.

For the six months ended 30 June 2006, the Audit Committee met 2
times in the presence of the Group’s CFO, internal auditors and senior
management. During these meetings, the Audit Committee reviewed
the nature, scope and findings of internal and external audits. The
Audit Committee has full access to the external auditor in these reviews

when it sees fit.
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The Nomination Committee is responsible for reviewing the
composition of the Board and in case of necessary recommends
change. It is also responsible for considering any nominations of new
members to the Board. The members and chairperson of the
Nomination Committee are the same as those disclosed in the 2005

annual report of the Group.

Meetings of Nomination committee are held when necessary.

RAZESRAFREFTSMNMEN - A
ELBEELNEEZ - RRZBEEN
BEHEEEHREKNETUAERE - 12
FEEEGHNKERTIFERAEE —_TFT
hFEFHRABEEEMRR ©
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As of 30 June 2006, the Directors and the President of the Company
and their respective associates had the following interests and short
positions in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of Part
XV of the SFO) which had to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he was taken or deemed to have
under such provisions of the SFO) or which were required, pursuant to
section 352 of the SFO to be entered in the register of the Company
referred to therein or which were required, pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies contained
in the Listing Rules, to be notified to the Company and the Stock

Exchange:

- Shares allocated to the Directors under the Equity Incentive Plan

As of 30 June 2006, particulars of outstanding shares allocated but not

vested to Directors and their respective associates (as defined in the

Listing Rules) under the Equity Incentive Plan were as follow:

Dr. Peter CHEN Cheng-yu BRIEFiE+
Mr. Robert LEE Naii FNHEEE
Mr. TSAI Nein-nan BT A
Total s

No options were granted to the Directors during the six months ended

30 June 2006.
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3,500,000 0.13%
2,500,000 0.09%
2,000,000 0.07%

8,000,000 0.29%



ADDITIONAL INFORMATION (continued) H & ¥ @)

- Shares held by the Directors —EFRFHRG

As of 30 June 2006, particulars of shares held by Directors and their RZZZERFAA=TH EFRES
respective associates (as defined in the Listing Rules), directly and ZENBEA(EER EMRAUEREK

indirectly, were as follows: MEFEORMHDFBOT -
[l
&
A i &
pproximate T
HX
percentage ;t
of interest ﬁ
Shares Held in the Company i@
R D T = z
Director == Frishg &0 WA B DL g
-
Dr. Peter CHEN Cheng-yu BRIEFE L 36,123,200 1.34% S
Mr. Robert LEE Naii =EREE 15,160,694 0.56% 8
(O]
Mr. TSAI Nein-nan B E ST 3,012,912 0.11% S
e — e — %
Total Bt 54,296,806 2.01% Q
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So far as known to the Directors of the Company, as of 30 June 2006,
shareholders (other than Directors or President of the Company) who
had interest or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept by the Company under
section 336 of the SFO, or which are expected to be, directly or
indirectly, interested or deemed to be interested in 5% or more of the
nominal value of any class of share capital carrying rights to vote in all

circumstances at general meetings of the Company, were as follows:

CR Logic (Note 1) R E BU(MtEE1)

Faithway Resources Limited Faithway Resources Limited
(“Faithway") ([Faithway])

Crown Crystal Investments Crown Crystal Investments
Limited (Note 2) Limited (Bt 5£2)

3i Group PLC (Note 2) 3i Group PLC (B 5£2)

International Finance International Finance
Corporation (Note 2) Corporation (B 5£2)

Notes:

1. As of the report date, CR Logic holds a total of 1,984,967,848 CSMC
shares, representing approximately 73% of the entire issued share
capital of CSMC.

2. As of the report date, Crown Crystal Investments Limited, 3i Group
PLC and International Finance Corporation have ceased to hold any
shares in CSMC.

BARBESAH  R_TTREFAXA
=18 RAREBD AR
BREBESFEMEROIEXVEEF 2530
MR BTRBENERIOAR - S
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691,437,790 25.67%
289,433,780 10.75%
173,664,270 6.45%
138,927,410 5.16%
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As disclosed in the 2005 Annual Report, the Company adopted the
Equity Incentive Plan on 8 May 2004 by way of ordinary resolution of
shareholders. The objective of the Equity Incentive Plan is to share the
pride of ownership among the executives and employees of the Group
and to reward their performance and contribution. The Equity Incentive
Plan provided the Company with a flexible means of retaining,
motivating, rewarding, remunerating, compensating and/or providing
benefits to the participants. The Equity Incentive Plan is subject to the

administration of the Remuneration Committee.

Movements in the number of outstanding shares under the Equity

Incentive Plan are as follows:

As at beginning of period/year B F4
Allocated 27 it
Issued BT
Cancelled 28
As at end of period/year HF R

In addition to the Equity Incentive Plan, the Company, as approved by
its shareholders by way of ordinary resolution, adopted the Share
Option Scheme (the “Scheme”) on 27 May 2005. The purpose of the
Scheme is to provide participants with the opportunity to acquire
proprietary interests in the Company and to encourage them to work
towards enhancing the value of the Company and its Shares for the
benefit of the Company and its shareholders as a whole. The Scheme
provided the Company with a flexible means of either retaining,
motivating, rewarding, remunerating, compensating and/or providing
benefits to the participants. This Scheme is subject to the administration
of the Remuneration Committee. As at 30 June 2006, no option has

been granted to any participants.
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Based on information that is publicly available to the Company and
within the knowledge of the Directors, the Directors confirm that the
Company has maintained during the reporting period the amount of

public float as required under the Listing Rules.

Save as the disclosure on the takeover by CR Logic on page 20, the
Directors believe that there are no significant subsequent events to be

disclosed.

The Audit Committee has reviewed, with the management and the
Company’s external auditor, the accounting principles and policies
adopted by the Group, and the unaudited interim financial reports for

the six months ended 30 June 2006.

The unaudited condensed consolidated interim financial information for
six months ended 30 June 2006 was approved by the Board of
Directors on 18 August 2006.

On behalf of the Board.

A — G

Dr. Peter CHEN Cheng-yu

Chairman

Hong Kong, 18 August 2006
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PRICEVWATERHOUSE(QOPERS

EERKEST SR

(incorporated in Cayman Islands with limited liability)

We have been instructed by the Company to review the condensed
consolidated interim financial information of the Company set out on

pages 32 to 66.

The Rules Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited requires the preparation of condensed consolidated
interim financial information to be in compliance with Hong Kong
Accounting Standard 34 “Interim financial reporting” issued by the
Hong Kong Institute of Certified Public Accountants and the relevant
provisions thereof. The condensed consolidated interim financial
information is the responsibility of, and has been approved by, the

directors.

It is our responsibility to form an independent conclusion, based on our
review, on this condensed consolidated interim financial information
and to report our conclusion solely to you, as a body, in accordance
with our agreed terms of engagement and for no other purpose. We
do not assume responsibility towards or accept liability to any other

person for the contents of this report.

PricewaterhouseCoopers
22/F, Prince's Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888
www.pwchk.com

(RAESHESIME L BRAA)

AZHBEEE BARIEI - BHE
NEEFCAMH e BEARHARE
REIRI S E R o

BEMERXAMERAREZF EMARR
MIE - F'E%EH%T/\EPHHBMWJ%QHE’J%%*”’
NEBREEHMASRMNBLEGAE
A5 3457 [ BEA 5 o 5 ) AR BE 163K ©
EXAYERAGATHMEENAT -
MEMBEHCRKRETSHE -

AZBENEERRBENGR - HE

R E PP EERRH B &wm - X
Em BTHRE @ BRUbZIN » NEREA
EHMEB N o AZBE TS RAHREH
ARREREMALTE FRAEERNE
=2

30



31

We conducted our review in accordance with SAS 700 “Engagements
to review interim financial reports” issued by the Hong Kong Institute
of Certified Public Accountants. A review consists principally of making
enquiries of management and applying analytical procedures to the
condensed consolidated interim financial information and based
thereon, assessing whether the accounting policies and presentation
have been consistently applied unless otherwise disclosed. A review
excludes audit procedures such as tests of controls and verification of
assets, liabilities and transactions. It is substantially less in scope than an
audit and therefore provides a lower level of assurance than an audit.
Accordingly we do not express an audit opinion on the condensed

consolidated interim financial information.

On the basis of our review which does not constitute an audit, we are
not aware of any material modifications that should be made to the
condensed consolidated interim financial information for the six months

ended 30 June 2006.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 18 August 2006
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Condensed Consolidated Interim Balance Sheet

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTEBBELG U TETE E)

ASSETS

Non-current assets

Tangible and intangible assets
Deferred income tax assets

Other non-current assets

Total non-current assets

Current assets

Inventories

Trade and other receivables
Income tax recoverable
Restricted bank deposits

Cash and bank balances

Total current assets

Total assets

EQUITY

Capital and reserves attributable to
equity holders of the company

Capital

Reserves

Retained earnings

Total equity

i

BE
FRBEE

BRREREE
BTSN EE
HMERBEE

RBEE

EA

B 5 & H Al MR

A Bl Fr 5 A5
SRS RITFR
Re RIRITER

& 5

(&N
it
RE &AM

RRARBRAEFEA
FEA5 IR A K i

Note
Kt &t

6

5 A 4R

op
H

30 June
2006

Unaudited
RIBEZ

163,058
278
338

163,674

20,122
19,774
120
2,481
31,306

73,803

237,477

109,752
48,019
2,476

160,247

31 December
2005
—ETTHF

t=ZA=+—R

Audited
wEZ

160,471
379
446

161,296

17,872
18,003
891
1,310
24,778

62,854

224,150

108,961
46,090
1,953

157,004
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CSMC TECHNOLOGIES CORPORATION

Condensed Consolidated Interim Balance Sheet (continves) FEFRGZE P EIEEBE R (&)

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTHBBEG U TETE E)

30 June 31 December
2006 2005
—EERE —ETHF
A=+H +=-A=+—8
Note Unaudited Audited
Kt ax REEZ 1%
LIABILITIES afE
Non-current liabilities ERBERE
Borrowings BE 8 9,251 9,230
Other non-current liabilities HEtIEnBalE 4,651 —
Total non-current liabilities ERBEBEERE 13,902 9,230
Current liabilities mBAaE
Trade and other payables B 5 K H b & AR 9 24,313 24,994
Borrowings BE 8 39,015 32,922
Total current liabilities MBEBEHAR 63,328 57,916
Total liabilities BEHEE 77,230 67,146
Total equity and liabilities EaRkEBERARE 237,477 224,150
Net current assets RBEEFE 10,475 4,938

Total assets less current liabilities EEHABERAHEE 174,149 166,234

The notes on pages 37 to 66 form an integral part of this condensed FI7HEF 668 KM F A% AR BB AT
interim financial information. BERWARKIBD -
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Condensed Consolidated Interim Income Statement 58

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTEBBELG U TETE E)

Rizr e h Bl R

Unaudited
Six months ended 30 June =
- 2
RILEZ o
i
BEASA=THLAKEA ®
Q
Note 2006 2005 ﬁ
Kt &t —EERE —ETREF B
z
Sales HER 4 53,444 32,511 o
. g
Cost of goods sold SHE AR (44,316) (32,068) g
is
o
Gross profit ER 9,128 443 b
L
B 0]
Other gains (net) H s CFE) 616 885 g
Operating expenses X (7,352) (7,275) =
i
'_
Operating profit (loss) mEER (E5E) 10 2,392 (5,947) g
8
Finance costs B 75 B AR (1,594) (616)
Profit (loss) before income tax BRATBFAER (Fi8) 798 (6,563)
Income tax (expense)/credit s (Ax) e 11 (275) 525
Profit (loss) for the period HRRA (EE) 523 (6,038)
Attributable to: AL -
— Equity holders of the Company —ARRAERFAA 523 (6,038)
Earnings (loss) per share for profit KAGEREFEA Cents per Cents per
(loss) attributable to the equity B ER (B5E) 8K share share
holders of the Company, expressed ER (EE) P83 ¢ IIE T A RRAILER R
in cents per share
— basic —BEK 12(a) 0.02 (0.23)
— diluted —¥58 12(b) 0.02 N/A/A 7 F
Dividends 8= 13 — 1,705

FI7TEEF66 A MM T A% B HIAL
BEHMOARED

The notes on pages 37 to 66 form an integral part of this condensed

interim financial information.
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

Net loss recognised directly in equity
— Currency translation differences

Loss for the period

Implementation of Equity

Incentive Plan - Vesting
Implementation of Equity

Incentive Plan — Issuance of shares
Dividends relating to 2004 paid in 2005

Net income recognised directly in equity
— Currency translation differences

Profit for the period

Implementation of Equity

Incentive Plan — Vesting
Implementation of Equity

Incentive Plan - Issuance of shares

Repurchase of shares

Note
f &

BEENERHERNFEER
-—EEABER
HAER

1T A 1 82 By =t &
ol

17 i 1 SR By =t &
—#1Th D

R-ZZRFXNHLEFRE

w

BEERNESEINRA TR
-—ERABEE
B )

1T & R B At &
-BB
1T & R B At &
180 7

B kK 7

The notes on pages 37 to 66 form an integral part of this condensed

interim financial information.

Unaudited
Attributable to equity holders of the Company
REEK
ARBRAFEAEMS
Other  Retained

Capital reserves earnings Total
REA  HitEE RERF Bt
107,102 42,811 10,500 160,413
= ) = @)
— — (6,038) (6,038)
— ) (6,038) (6,040)

= 796 — 796
2,244 (1,816) — 428
— — (1,705) (1,705)
109,346 41,789 2,757 153,892
108,961 46,090 1,953 157,004
= 1,289 = 1,289

— — 523 523

— 1,289 523 1,812

— 1,462 — 1,462

964 (822) — 142
(173) — — (173)
109,752 48,019 2,476 160,247

FITAEFE6ANMERAZERATHIBER
WD



Condensed Consolidated Interim Cash Flow Statement

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTEBBELG U TETE E)

Cash flows from

operating activities — net

Cash flows from investing activities:

— purchases of property,
plant and equipment

— proceeds on disposal of property,
plant and equipment

— other investing cash flow — net

Cash flows from

investing activities — net

Cash flows from financing activities:

— dividends paid
— repayments of borrowings
— increase in borrowings

— repurchase of shares

Cash flows from

financing activities — net

Net increase (decrease) in cash and

cash equivalents

Cash and cash equivalents
at start of period

Exchange gain

Cash and cash equivalents

at end of period

The notes on pages 37 to 66 form an integral part of this condensed

interim financial information.

Note
Kt &t

KERFEER
B mFH

REFZHELENRE RN FHE
-BEVXE  BELRE

—HEME  BER
& 8 P15 3R
HitRERSRAFE

REFBEEN
/R FE

EERHEENBELR
-BRB’RE

—EEEE 8
— fE &M 8
— B ERH

—

AR B E L
BERFE

BERBAEEEY
12 Gr ) 3 58

MR RASEFEY

3

BARBEERBEEEY

WG HE S RE

Unaudited

Six months ended 30 June

RICEZ

BEAA=1THLAEAR

2006

—BEAE

11,408

(10,810)

154

(10,656)

(17,585)
23,464
(173)

5,706

6,458

24,778
70

31,306

BERBERED -

2005

—ETTRF

804

(20,753)

48
3)

(20,708)

(1,279)
(12,104)
31,148

17,765

(2,139)

24,463

22,324

SE37HEF66H H M i Ak B B8
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

CSMC Technologies Corporation (the “Company”) and its
subsidiaries (together, the “Group”) manufactures and sells
integrated circuits and related products. The Group’s production

facilities are located in the People’s Republic of China (the “PRC").

The Company is a limited liability company incorporated in
Cayman Islands. The address of its registered office is Scotia
Centre, P.O. Box 2804, George Town, Grand Cayman, Cayman
Islands, British West Indies.

The Company has its primary listing on the Main Board of The
Stock Exchange of Hong Kong Limited.

This condensed consolidated interim financial information was

approved for issue on 18 August 2006.

This condensed consolidated interim financial information for the
six months ended 30 June 2006 has been prepared in accordance
with HKAS 34, “Interim financial reporting”. The condensed
consolidated interim financial information should be read in
conjunction with the annual financial statements for the year

ended 31 December 2005.

B FEREARAF([AQE])
REWBAR (FEIAEE]) &iE
RIHEEKERREEER - K%
EAERMBURPEARLNE
([HE]) -

AARPHEEHSEMKIAER
AAE M EEMIEAScotia
Centre, P.O. Box 2804, George
Town, Grand Cayman, Cayman
[slands, British West Indies.

ARBNEBHAERHMER AR
TR LT -

ZERARETHUBERR _FT
NENAT/\BELL AT -

BE— NEARA=TRHIERE
EEOILE IR T AR DR IR
BB G ERIE 345 [ HI B 15 3R
TIRE - BRAGETHTBER
AEBE_ZTERF+_A=+—
HitFEMBERR—HEE -
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+
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(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

The accounting policies adopted are consistent with those of the

annual financial statements for the year ended 31 December 2005

as described in the 2005 annual report.

The following new standards, amendments to standards and

interpretations are mandatory for financial year ending 31

December 2006:

Amendment to HKAS 19, ‘Actuarial gains and losses, group
plans and disclosures’, effective for annual periods beginning
on or after 1 January 2006. This amendment is not relevant

for the Group;

Amendment to HKAS 39, ‘The fair value option’, effective
for annual periods beginning on or after 1 January 2006.This

amendment is not relevant for the Group;

Amendment to HKAS 21, ‘Net investment in a foreign
operation’, effective for annual periods beginning on or after
1 January 2006. This amendment is not relevant for the

Group;

Amendment to HKAS 39, ‘Cash flow hedge accounting of
forecast intragroup transactions’, effective for annual periods
beginning on or after 1 January 2006. This amendment is

not relevant for the Group;

IR St BRRE_TTRFF
BAEBEE_TTERAF T _HA=1
—BUEFETBERRARANER
BR—2 -

J/}\T ﬁ/ \|J ’ \|J {l/ uT&‘%%ﬁ%o\

o FBEGFERF19REFTE
EExR - SEFSREE]
BE-ZEENF—H Rz
FRIGEFE R AR o BIBE]
EAREEEAH :

o FEEFERFEINREFE
BUARXFEAKR] B -FF
NFE—HA—BaEZRARNF
EHMAER - BT RAKE

. EERHEUENRETE
SNEBREFE  B=FT
ANE—A— AR 2% HRNE
AR o Bl T EA K E

e BEBGIERAZEIREEIITE
B & B A EBR Z KR 7K EF
o5t  BEZZEZERF—HF—

Bk z&MAMBEOFERRELT
R o WLAEFT BN SR B R

38



39

(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

Amendment to HKAS 39 and HKFRS 4, ‘Financial guarantee
contracts’, effective for annual periods beginning on or after
1 January 2006. The Group has assessed the impact of this
amendment on the corporate guarantee granted to a third
party bank as security for the mortgage loans of its
employees and concluded that the impact is not significant

to the Group;

HKFRS 6, ‘Exploration for and evaluation of mineral
resources’, effective for annual periods beginning on or after

1 January 2006. This standard is not relevant for the Group;

HK(IFRIC)-Int 4, ‘Determining whether an arrangement
contains a lease’, effective for annual periods beginning on
or after 1 January 2006. The amendment is not relevant for
the Group. The Group has reviewed its contracts. The
operating lease has been accounted for as leases in
accordance with HKAS 17, ‘Leases’. Other arrangements
containing the use of assets are accounted for in accordance
with HKAS 16, ‘Property, plant and equipment’ or HKAS 38,

‘Intangible assets’;

HK(IFRIC)-Int 5, ‘Rights to interests arising from
decommissioning, restoration and environmental
rehabilitation funds’, effective for annual periods beginning
on or after 1 January 2006. This interpretation is not relevant

for the Group; and

BB EREIRREBY
BWEERIB RIS [T E
REH]  BZZTTRF—A
—HR 2 ERBFE BB E
Mo REBE A ZIEETH M
E=FIRITE N ERRAE
ARERERBEREMNEZTEN
e RRELXEETEDT
X

BREMBHRELERIF6S [RE
BERGHEEFE]  BZFF
NFE—RA—BHZEFRNF
REARIAERR o t R EAEH

B (BRUHHRERERE
g) —2EBFEIR f#*?%ﬁt%
CEEMHE]  BZTTARF
*H*EIQZQ%WAE’UEFH\H
Al AR o B R] A K B &
o AEEDEHNESHAR
BEAGERFE17REE]
RO EME - ﬁﬁﬁﬂ%ﬁ?
MR LB IRBE B G5 &

RUEN AR E N = E A
KEBGRTERFE 38R EF
iéféj)\,ﬁﬁ ;

o (BRHREREZE
) - REFELRIEAMBE - &
RRRFEEEESELREEN
R B-FETRF-—F—
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(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

. HK(IFRIC)-Int 6, ‘Liabilities arising from participating in a
specific market — waste electrical and electronic equipment’,
effective for annual periods beginning on or after 1
December 2005. This interpretation is not relevant for the

Group.

The following new standards, amendments to standards and
interpretations have been issued but are not effective for 2006

and have not been early adopted:

o HK(IFRIC)-Int 7, ‘Applying the Restatement Approach under
HKAS 29 Financial Reporting in Hyperinflationary
Economics’, effective for annual periods beginning on or
after 1 March 2006. Management is currently assessing the

impact of HK(IFRIC)-Int 7 on the Group’s operations;

o HK(IFRIC)-Int 8, ‘Scope of HKFRS 2’, effective for annual
periods beginning on or after 1 May 2006. Management is
currently assessing the impact of HK(IFRIC)-Int 8 on the

Group's operations;

. HK(IFRIC)-Int 9, ‘Reassessment of Embedded Derivatives’,
effective for annual periods beginning on or after 1 June
2006. Management is currently assessing the impact of

HK(IFRIC)-Int 9 on the Group’s operations; and

BB (BRUMBHRERERE
g) - REFR[DHEERE
NRBFREZFETHME
EzaEl  B-TTRFT
A B2 BN FES
IR o IR AR B -
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g)- REFEVRIBERES
MEEJJ F29RBERERARL

EHMBHRESERAEINE]
§—77A$ A—Hstz1%
R FEEBMEER - ERE
WIEF R BN AEEEE
V&

EE(BARMEHRERELZE
)—%\"5%8?){1 Tﬁ\%ﬁﬁﬁ%i&
HRAF2RNEE] - B=F
EEH—EIEJZZ&F%WAE'\J
FEHBES - BEERIET
HMUHREBEHAEEEENT
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

. HKFRS 7, 'Financial instruments: Disclosures’, effective for
annual periods beginning on or after 1 January 2007. HKAS
1, ‘Amendments to capital disclosures’, effective for annual
periods beginning on or after 1 January 2007. The Group
assessed the impact of HKFRS 7 and the amendment to
HKAS 1 and concluded that the main additional disclosures
will be the sensitivity analysis to market risk and capital
disclosures required by the amendment of HKAS 1. The
Group will apply HKFRS 7 and the amendment to HKAS 1

from annual periods beginning 1 January 2007.

BEMBRELERNETHR LR
TR :HE| - B-TTLF
— R — B EARNFEH
RAEM - HB G ERIFE IR
[EXRBEENER] > B=FF
tHE—A— B2 RARNF
EHRLER - AEBEEFEE
BMBHRELENFETRNEE
S EUFIRATE AR
TE2RMOBERBRIEETE
SETERFE1RIEFT M AE D
B B Ak B BURE 2T A
REXRE - AEEHBE-F
T+F—-A-HENFEHH
ROBEEVBREERNETHR
RBEEGFEAFIHRIET o



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

The Group has only one business segment which is the

manufacturing of integrated circuits and related products.

The Group’s sales are mainly in the People’s Republic of China (the

"PRC"), Asia other than the PRC, United States and Europe.

The PRC =8|
Asia, other than the PRC o5 M (R B BR A1)
United States ES
Europe R
Total B

Sales are allocated based on the place / countries in which

customers are located.

No segment information by location of assets and capital
expenditure is presented as the majority of the Group’s assets are

located in the PRC.

AEBEME—NEB DB REERK
TR NABEM  °

AEBEERHEARLME (54
B) - BRFP BN N - X
BREMNEITHE -

2005
—ETRF

21,658
7,608
1,877
1,368

32,511

]

HERDREFPAEW BRD
[

HRAKEEKREDEESMLR B
B MU EREEREARAE
W2 D EEF -
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Notes to the Condensed Interim Report (continued)

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTHBBEG U TETE E)

5.

CAPITAL EXPENDITURE

Six months ended 30 June 2005

Opening net book amount
as at 1 January 2005

Additions

Disposals

Depreciation and amortisation

Closing net book amount

as at 30 June 2005

Six months ended 30 June 2006

Opening net book amount
as at 1 January 2006

Additions

Disposals

Depreciation and amortisation

Translation adjustment

Closing net book amount

as at 30 June 2006

ZEZREHRHRE  INTERIM REPORT 2006

5. EARRMX

R=-ZEZERAFSA=TH

HA R BR T R B

5 AR A HA R &5 MY 5 ()

Tangible and

Intangible assets

BERREREE

139,356

20,852
(25)
(10,707)

149,476

160,471

15,461
(10)
(14,299)

1,435

163,058




Notes to the Condensed Interim Report (continued)

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTEBBELG U TETE E)

6. TRADE AND OTHER RECEIVABLES

Trade Receivables
— Third parties
— Related parties

Notes receivables

Less: provision for impairment

of trade receivables

Trade receivables — net
Prepayment and other receivables

Due from related parties

—F=7
—BEA

BAL

J&

S8
Sk

o EUCE B RR AR

B

R E 5 IR FF R

fi1 AR AR HA R 5 B

AN
= [ 43 )

il

\
A (Ag/

6. EBWEZKH iR

BRI R H i 8 U R IR

FE W BAE A L FRIR

o

Jo

AR

Al

30 June
2006

T

[1]
-+

H

11,859
3,062
1,844

16,765

(450)

16,315
3,458
1

19,774

As at

31 December
2005
—ETRF

+=—BR=+—8”

10,091
3,806
1,368

15,265

(446)

14,819
2,967
217

18,003

INTERIM REPORT 2006
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

The Group would generally grant a credit term from 0 to 90 days
to its customers. A certain portion of the Group’s sales are made
on letter of credit terms. At 30 June 2006 and 31 December
2005, the ageing analysis of the net trade receivables (including

amounts due from related parties that are trading in nature) were

as follows:

0 to 30 days 0£ 30K

31 to 90 days 312 90K
91 to 180 days 91E 180K
181 to 360 days 1812 360K

AEE-—RETEFOZEIKRNE
B - REEHHHEETIASHE
WER#ET RZZTTAREFEANAS
+AERZEERF+_A=1+—
H BEESERFE(REAE
51 B8 FE M B iE A T FRIE) M AR
oMM :

31 December
2005
—ETREF
+=—A=+—8

7,349
6,749
620
101

14,819



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

Number of shares

(thousands) Ordinary Share
& 1% shares  premium Total
(F B L@k BRMEE et
2,616,146 33,540 73,562 107,102
Implementation of Equity FETT AR 1 22 Eh 5t &
Incentive Plan — issuance — f&fn 81T
of shares 42,667 547 1,697 2,244
2,658,813 34,087 75,259 109,346
2,677,534 34,327 74,634 108,961
Implementation of Equity FETT AR 1 B Eh 5t &I
Incentive Plan — issuance — R fn 81T
of shares 17,765 228 736 964
Repurchase of shares AERE) (3,395) (44) (129) (173)
2,691,904 34,511 75,241 109,752
Equity Incentive Plan R 17 5B a2l

The Company, as approved by its shareholders by way of ordinary
resolution, adopted an “Equity Incentive Plan” on 8 May 2004.
Under the Equity Incentive Plan, the Company may allocate the
Company’s shares to full time employees of the Company and its
subsidiaries, and the directors (including executive directors, non-
executive directors and independent non-executive directors) (the
“Plan participants”). The objective of the Equity Incentive Plan is
to share the pride of ownership among the executives and
employees of the Group and to reward their performance and
contribution. The term of the Equity Incentive Plan is 10 years

from the date of adoption.

RAARRER=ZZZTMFRANB
BBTERESR  BERNIKRG
REEE - BEBRGERBE -
ARARAIAARA RENE DTS
2HEERES (BEHTESE -
FRTEERBILFEHITES)
(Tet8128E ) D EARBHR
o ROBEFTEEEELEED
TBRABREEUREEHDZEE
ERKR WEHEBEEFNRBERE
Bh o AR 10 SRE) A &I B S AN B HR AR 5T
RETEF o
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

Equity Incentive Plan (Continued)

Under the Equity Incentive Plan, the total number of shares which
may fall to be issued must not exceed 15% of the shares of the
Company in issue from time to time and, when aggregated with
the number of shares which may be issued under other employee
incentive schemes (if any), must not exceed 30% of the shares of
the Company in issue from time to time. Further, the total number
of shares which may be issued pursuant to the Equity Incentive
Plan in any financial year must not exceed 3% of the total number
of shares in issue at the close of business on the last business day

of the preceding financial year.

In general, the shares allocated under the Equity Incentive Plan
will vest in equal portions over a period of four years commencing
from the date of the grant to the Equity Incentive Plan
participants. Shares allocated will only be issued once they vest
and formal applications from the respective Equity Incentive Plan
participants are received. An administration fee of US$0.01 per
share is payable by the participant upon application. Such vested
and applied for shares will be issued to the Equity Incentive Plan

participants as bonus shares.

1 Ryt & (&)
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TR A15% » MREF AR EMR
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(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

Share Options

The Company, as approved by its shareholders by way of ordinary
resolution, adopted a “Share Option Scheme” (the “Scheme”) on
27 May 2005. Under the Scheme, the Company may issue options
to the directors (including executive directors, non-executive
directors and independent non-executive directors) and employees
of the Company and its subsidiaries and any advisors, consultants,
distributors, contractors, contract manufacturers, suppliers,
agents, customers, business partners, joint venture business
partners, service providers of the Company and its subsidiaries
(the “Scheme participants”). The objective of the Scheme is to
provide the Scheme participants with the opportunity to acquire
proprietary interests in the Company and to encourage the
Scheme participants to work towards enhancing the value of the
Company and its shares for the benefit of the Company and its
shareholders as a whole. The term of the Scheme is 10 years from

the date of adoption.

The exercise price is determined by the Remuneration Committee,
a committee of the Board comprising two independent non-
executive Directors and a non-executive Director as established by
the Board from time to time, at its absolute discretion and notified
to the participant in the offer and shall not be less than the higher

of:

(@) the closing price of the shares as stated in the daily
guotations sheet issued by the Stock Exchange of Hong

Kong Limited on the date of grant;

(b) the average closing price of the Shares as stated in the daily
quotations sheets issued by the Stock Exchange of Hong
Kong Limited for the five business days immediately

preceding the date of grant; and

(c) the nominal value of a Share on the date of grant.
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R RAE - AT 8l B R RAT
DHEERRSESRTINMEERE
E-?ﬁﬁ%%@ﬁ%ﬁﬁﬂﬁﬁ
REAREBRRNBEN DR A
REBMOEE - EAEJr%JE’\Ji,HHZ%
RN B EIRE S 4 o

4

TEEEARESEE THNHMES
E(HMEBBIIFRTEER —F
FRMITESEEK  BEFTEKIL)
REBUMIEHEETE  WHE@AR
EmgsmE  HAEEITFER
Ti&EmE -

(@) MELEBEH BEBMEXSM
BRARELNE R RER
S R A W T (B

by EERLBHAIAEEER -
BEMEXZMBERAREL
& B $RE R AT 51 a9 B ) e
EBEFHE: Rk

(© BfRFELABHEIE -
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

Share Options (Continued)

An option may be exercised by the grantee at any time during a
period to be notified by the Board to each grantee at the time of
making an offer, which shall not expire later than 10 years from

the date of grant.

As at 30 June 2006, no option has been granted under the

Scheme.

Repurchase of share capital

During the period ended 30 June 2006, the Company
repurchased 3,395,000 shares in the open market for a total
consideration of approximately US$173,000. The repurchased

shares were subsequently cancelled.

BIRE (B)

BEBRETEEARARES M S
A BT @ AN e HE ) A BE R 1T
£ WERRLEBHESTERT
H o

BB [ R 7K

BE_ZTTZRFRA=THILH
B ARBR AR S RERED
173,000 T #E [E13,395,000 % fi%
0 o FrEE[E &Y AR fp B 18 B AT 88 o



Notes to the Condensed Interim Report (continuey & AR AP HE 3R 25 fiY 5% ()

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTEBBELG U TETE E)

8. BORROWINGS 8. fBE&
As at T
&
A B
i
30 June 31 December "
oy
2006 2005 :j
—EEREF —ETRF i
~A=+H +-A=+—H S
k
S
Long-term bank loans RHERITER g
— Secured —BHEA 9,251 9,230 3
— i)
— — 4 (D
Short-term bank loans MHRITER 9
o)
— Secured —FEM 9,759 3,000 =
o
— Unsecured — IR 29,256 29,922 =
- Q
n
39,015 32,922 ©
48,266 42,152
Movements in borrowings is BEEZHHIMWAT :
analysed as follows:
Six months ended 30 June 2005 BE_ZTZTRFEA~A=FTHIEANER
Opening amount as at 1 January 2005 RZZEZTRE— A —BHYEE 17,500
Additions 0 31,148
Repayment of borrowings BEEBE (12,104)
Closing amount as at 30 June 2005 R-ZEZERFRA=THHRERE 36,544
Six months ended 30 June 2006 BE_ZZEEXA=FTHIEAXER
Opening amount as at 1 January 2006 RZZEZERE—FA—BHVEE 42,152
Additions 30 23,464
Repayment of borrowings BEEEE (17,585)
Translation differences ERER 235

Closing amount as at 30 June 2006 A—EERFEANA=THEREEE 48,266
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(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTHBBEG U TETE E)

8. BORROWINGS (Continued) 8. &8 (&)
IE Interest expense on borrowings for the six months ended 30 June HE_ZENFAA=THILEARE
% 2006 is US$ 1,462,000 (30 June 2005: US$ 616,000). ARBEFR S HA1,462,000%
Eis T(ZZEZRFANA=Z1AH
E 616,000% 7T) °
z 9. TRADE AND OTHER PAYABLES 9. ENEZRIARHEMEMN
% A;\\at
& A
§ 30 June 31 December
§ 2006 2005
g‘ —EERE —EEREF
é ANA=1H +=ZA=+—8H
-
% Trade Payables JERTE 5 BR 3K
“ — Third parties = 14,795 15,447
— Related parties —BEAL 1,202 1,183
Notes payables FET R ], 10 1,859
16,007 18,489
Advances from customers PN FRIE 1,909 1,721
Accruals and other payables FEETIE B I H fh FE 5 5K 5,827 3,664
Due to related parties R RE A LT FIE 142 958
Other taxes payable H b A B 3K 428 162

24,313 24,994
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Notes to the Condensed Interim Report (continued)

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTEBBELG U TETE E)

9. TRADE AND OTHER PAYABLES (Continued)

At 30 June 2006, the ageing analysis of the trade payables

(including amounts due to related parties that are trading in

nature) were as follows:

Trade payables
0 to 30 days

31 to 180 days
181 to 360 days

B E 5 R
0&30K
312180k
181%£ 360K

9 BA P HR R 5 B AT ()

ENEZRAMREMENRK (&)
RZTERFRAA=1TH ENHE
SRR (B %%&E%EH@
EATHRIE)® ST :
As at
R
30 June 31 December
2006 2005
—EERE —TTRF
A~AB=+H +-RA=+—H
14,204 14,351
1,676 3,103
127 1,035

16,007 18,489
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

The following items have been credited/(charged) to the operating

profit/(loss) during the period:

Provision for impairment FEWE 5 R
of trade receivables BB G

Reversal of provision (provision) B m ()
to reduce carrying value of R FEE
inventories to net FEEZE
realisable value AR FEE

Loss on disposal of property, HEME - BEK
plant and equipment BERNEE

Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in circumstance indicate
that the carrying amount may not be recoverable. As at 30 June

2006, there was no indication of impairment.

Financial assets were reviewed for impairment as at 30 June 2006.
Provision for doubtful receivables was made for trade receivables

which are unlikely to be collected.

The Group also reviewed the non-financial assets which previously
suffered impairment but concluded that no reversal of impairment
should be recognised except for the reversal of provision for

inventories as shown above.

THEBEFA (B B AL
2R (B

2005
—ZTERF

(1,204)

(771)

(23)

HEEHBERBERNBICBRREALET
BENEERTERSAIKDE -
BRI BEERE R_ZFTREN
A=1H RAEEYEHLRRE
P& o

RZZBZERFARA=1TH @&
ECREETERMN EREKES
B B 40 BT R BB - & 1F IR
RIREEAME -

AEETHE LR BENI FERE
EETEN RRRLATFERE
ooy - BARRERDRERD -



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

The Company is not subject to taxation in Cayman Islands.

No Hong Kong profits tax has been provided as there was no

assessable profit earned in or derived from Hong Kong.

The Company'’s subsidiaries registered in the PRC are subject to
Enterprise Income Tax (“EIT”) on the taxation income as reported
in their PRC statutory accounts adjusted in accordance with
relevant PRC income tax laws. The general applicable EIT rate for
CSMC Technologies Fab 1 Co., Ltd. (“Fab 1"), CSMC Technologies
Fab 2 Co., Ltd (“Fab 2") and CSMC Technologies Fab 3 Co., Ltd.
("Fab 3") in the PRC is 33%. However, being located in the “Old
Urban Area of Costal Open Economic Zone” (/& 4% 7% 7 3% [& &9
£ T&), Fab 1, is entitled to a preferential EIT rate of 24%.
Furthermore, in accordance with the PRC “Law of Enterprise
Income Tax for Enterprise with Foreign Investment”, Fab 1 is also
entitled to full exemption from EIT for the first two years and a
50% reduction in EIT for next three years, commencing from the
first profitable year after offsetting all tax losses carried forward
from previous five years. Moreover, since Fab 1 also qualified as an
“advanced-technology enterprise”, it is further entitled to a 50%
reduction in EIT for an additional three years. The first profitable

year of Fab 1 was 1999.

ARRBABNHERERE -

HRARBLES BT ERRAEL
FERBOEA - MU BABFBNEH
TR B -

RARARRAFPEZMOMELRTR - A
HEENFEEERE FTEMAE
A A (ARIEE B BT 1S BUA(E
) BT R FRSH ([R XS
Bil) o EIGER LEFERBERAN
a(—ml)  \HEBE LENES
PRAR([ZR]) Rt RER FE¥
BRBERAR (=) BH—RER
EMSHEARI33% - A - AR
— BN EBEERRREEZT
B BMHEEMEHEZEE24%H1E
BREMEHHE o I REBF
B[S IR B REMRENE]  — K
AR EEEBT RAFAENME
MEBSENEEENFEEENEM
F BEREZ2HHREHNLER
B8 RREEER =FRE50% %
FTIGH o IO B —B A&
[BHFEMEE]IER  AmMAB=E
=FB0%MREFMENRRAR - —HKE
BEMNFEER—NANE -
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

In April 2005, Fab1 received approval from the PRC National
Administration of Taxation to be classified as an encouraged
technology intensive foreign investment enterprise with foreign
investment in excess of US$30 million. As a result, from 1 January
2004 onwards, Fab 1 enjoys a preferential EIT rate of 15%.
However, according to PRC “Law of Enterprise Income Tax for
Enterprise with Foreign Investment”, the minimum EIT rate
applicable to a foreign investment enterprise is 10%, and
therefore although Fab 1 can enjoy 50% reduction in EIT for the
years ended 31 December 2004 to 2006, Fab 1 is still subject to
10% EIT rate. Accordingly, EIT previously over-accrued on a rate of
12% of approximately US$279,000 during the year ended 31
December 2004 was reversed during the six month period ended

30 June 2005 to reflect the preferential EIT rate of 10%.

Fab 2 and Fab 3 are still in pre-operating stage.

The amount of taxation credited/(charged) to the condensed

consolidated interim income statement represents:

Current income tax WITRE T

— PRC taxation — R EMEDR

— Reversal of over-accrued EIT — RO ZEEEMEN
Deferred income tax EIEFTET

RZZEZRFMNA - —RKB|FE
ARG EBOIE  BHEAR
& #8383,000% 3 T B X 8t B BT
BEAINFRERE - At - B
TENMFEF—A—BARE —W=EHA
15% B EEMSMEBEHRE - A
i BREBEPEIIERECEMSG
Al INERECENBERAGE
RSB R &K AB10% - FTIA « 8
RA—BREBZE_TEMFE_TZT
ANFE+ZA=+—HLEFENDLE
FRISTi S0 % e + —HINEAER
10% BB EEFTE B R K MBIIE -
Bt - =TT F+=-A=+
—BIEFE  BERI2%Z5FEZ
S EBRA279,000E T ERE
EETRHFEANA=+THIEAEA
HARI R B - AR 10% ) 1b 2 A
SHEBEWRE -

ﬂSﬂ

N

Al

“RE=ZBIDERBEE SRR -

BERGRe T HkRERES ()
MRS RS

2005
—ETHF

279
246
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(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

(a)

(b)

Basic

Basic earnings (loss) per share are calculated by dividing the
profit (loss) attributable to equity holders of the Company by
the weighted average number of ordinary shares in issue

during the period.

Profit (loss) attributable PiN/NEE] B3N
to equity holders of BB AEMA
the Company w A (E18)
Weighted average number BEETERAR
of ordinary shares in issue e 39 I 8
('000) (F B0

Basic earnings (loss) per share REXRZF (BHE)
(BRREA)

(US cent per share)

Diluted

Diluted earnings per share are calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares.
The Company has only one category of dilutive potential
ordinary shares: shares to be issued under the Equity
Incentive Plan (Note 7). The calculation is done to determine
the number of shares that could have been acquired at fair
value (determined as the average annual market share price
of the Company’s shares) based on the monetary value of
the subscription rights attached to outstanding share. The
number of shares calculated as above is compared with the
number of shares that would have been issued assuming the

exercise of the right of subscription.

A

BRELRN (BR) W8S
ETIRAN A REE A AL
A (B8 A BRE BT E
3B AN F I AR

2005
—ETRHF

(6,038)

2,655,213

(0.23)

(b) #&

BRESANTERRCBR
MAEBEHBERERNBR
T RABDHITEARINE
FHBREN T AFE - NAF]
EHE-—REBEHMEEAR R
Ry 2R AT &) (B E7) AT
MRS o B BB THIRIBE %
TR PP s R B R B 15 (B
ERAVFE(EERANRA K
MEFHEREROTE) AT
BEOBRMNBMBEE - LA
HAFENROBE B ERER
TTEREBEMZITARMDEE
TELL 8L o
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

(b) Diluted (Continued)

Profit attributable to equity holders 7N A A& AN#F A A
of the Company JE 45 5 F)

Weighted average number of ordinary & 277 X 38 i% H0 4

shares in issue (‘000) 15 i & (F %)
Adjustments for Equity Incentive Plan  f% 17 22 B 51 & 38 &
('000) (FH)
Weighted average number of REstE S RE S
ordinary shares for diluted earnings &2 1| & 3 38 A% h0 &
per share ('000) I R 8 (FAR)
Diluted earnings per share B AR
(US cent per share) (B3

No diluted loss per share for the six months ended 30 June
2005 has been presented as the potential ordinary shares

resulted from the Equity Incentive Plan is anti-dilutive.

(b) #E (%)

A AR AR A A 22D =t 81 1T Y
BEEBRARBEZE ¥
WERZIEHE-_STZTRFRA
=tRLERERERESE
18 e



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

Final dividend proposed of BERBRESREBR
Nil (2005: HK$0.005) per TR (ZZETRF -
ordinary share (a) 0.005/% 7T) (a)

(@ In March 2005, the Company declared a final dividend of
HK$0.005 (equivalent to approximately US$0.00064) per
ordinary share for the financial year ended 31 December 2004,

which was paid in June and July 2005.

With respect to the mortgage loans of its employees, the Group
has provided a corporate guarantee amounting to approximately
US$235,000 (2005: US$372,000) to a third party bank and
pledged a bank deposit of approximately US$569,000 (2005:
US$366,000) as security for these employees’ mortgage loans.
Management anticipate that no material liabilities will arise from

the above guarantees.

2005
—ETHF

1,705

@ MZZTEZTRF=A AQa5
 E_TENFF+A=1+—
HEBFEERRARST
B BA%0.00578 T (9B E R
#90.00064%7T) - WERZ=Z
THESNAREARIRN °

AEBEREEENRBERR—
RE=FRITELEEER - K&
#/235,000E L (ZETHF -
372,000% 7T) * 3 H ¥ £9569,000
ET(ZEZTRHF : 366,000%7T)
MIRITERIERBEREBIRBER
MIEHR - BB ASTEH EMER
BAEELEERAE -
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

(@

Capital commitments

Capital expenditure at the balance sheet date but not yet

incurred is as follows:

Contracted but not provided for: & 5] #7118 R 8 -

— Acquisition of facility — W B 5% e
equipment and machinery B

— Acquisition of information — g E
technology system S ES N

Authorised but not contracted for: & % B R 5] 4 :

— Acquisition of facility — W B 2% e
equipment and machinery B

— Acquisition of information — g E
technology system S ES N

(a) B AFEE

RAEE R HARSINE ARG
nr

31 December

2005

—ZTERF
+-A=+—H

4,588

929

211,597

3,235

220,349



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

(b) Others

The Group has entered into a co-operation agreement with
Institute of Microelectronics of Chinese Academy of Science
("IMECAS"”) on 19 October 2005 pursuant to which IMECAS
would let and/or sell certain manufacturing and office
premises and assets related to the manufacturing of wafers
to the Group. The Group will also inject additional machinery
and equipment, procure upgrades and improvement to the
equipment provided by IMECAS to increase production
capacity of this equipment. Pursuant to this transaction, the
Group has entered into separate detailed agreements with
IMECAS on 2 February 2006 in relation to this transaction.
On 1 March 2006, the Group entered into a supplementary
agreement with IMECAS pursuant to which the effective

date of the co-operation agreement was postponed from 1

January 2006 to 1 April 2006.

Under the terms of the agreements:

(i) IMECAS would transfer certain 4 inch wafer equipment
to the Group at a consideration of US$6,210,000 per
annum payable for 10 years commencing from 2006.
In addition, IMECAS agreed that the Group is entitled
to use certain 6 inch wafer equipment at no

consideration during the subsistence of the co-

operation agreement with IMECAS.

(b)

HAth

RZZEZRF+ATNAR R
SEEPERZRMEFHE
Fr (I8 EFFT]) FISL & 1E
&= Bt METFRAALME
&/Ekﬁ% T FERARESRE
FOEERRAENEREE
TAREE - REBTETARE
MR RR B - IR MR E
BTATRMEEVRE - B INE
BMRENER - REZEX
R S S = R
REBEME TR LA EZ
BRSNB L FAE - RN
TERF=A—H AEHH
WMEFRREILEAE - B
bt - BIEMEAERB SR =
TERNF—HA—HEE=ZZ

NEMA—R -
AR5 1 % (R R

() MEFASRAAEEEZ
ETARNREZRE M
ﬁEﬁ&N%%E'm:
ZERFRTFAXN -
AN - MEBFRREAS
B RERE TG E
RDAB B2 EE
e Term&EEE -
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(All amounts in US dollars thousands unless otherwise stated)

(B X 2 7= B A5 S

T BEBEEG U TETE)

(b) Others (Continued)

(ii)

(iii)

The Group shall pay IMECAS an annual rental fee of
approximately US$125,000 (RMB 1,000,000) for the
use of certain office premises for a period of 10 years
commencing from 1 January 2006. In addition,
IMECAS agreed that the Group is entitled to use
certain manufacturing premises at no consideration for
a period of 10 years from the effective date of the co-

operation agreement.

The Group shall pay IMECAS an annual licence fee of
US$377,000 for the use of certain technologies for a
period of 12 years commencing from 1 July 2006 and
an annual technical support fee of US$386,500 for the
provision of certain technical support service for a
period of 10 years commencing from 1 April 2006. The
Group can continue to use the technologies at no cost

after the expiry of the agreement.

The Group has accounted for the transaction by allocating

the estimated net present value of the consideration as set

out in the agreements of US$11,454,000 to each element

described above based on their relative fair values as of 1

January 2006 to 31 May 2006 as assessed by a qualified

valuer.

(b)

Hifh (&)

(ii)

(iii)

REERFERETHAE
MEFAEFEZND
125,000% 7T (HHER AR
¥10087m) WMEE - BT
TERF-A—HEAH
106F o 4h - B F A
EAEEA NG ERZEE
W BT 10F MRS
ERETEEDE -

AEBER SR E TR
MBEFREFIZMNL
377,000 TH TR B -
H-ZETFtA—HE
BT 8 UARFEE
TR ERBEFZMA
#1386,5003 7T M) £ 117 AR
BE& B-_ZTTREFMNA
—HRRBTF - NEE
ARBHRRIEREESE
18 FA 5% S BT -

REEBERZARE - Bz
FFERKENHREFHE
11,454,000 7T AR & £ it &% 18
RZEERF—A—HE_Z
TERFAA=T—HHEEER

HERD T fh B9 ME B 2

~FES B

:I:J: RIE @



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

(a)

Name and relationship

Name

=L

China Resources Logic Limited (“CR Logic”)*
EHBRERAR (EHEBE) *

China Resources Microelectronics (Holdings) Limited
(" CR Microelectronics”)
EEMETFER)BERAA
(T BMETF])

Wuxi China Resources Microelectronics Co., Ltd.
("Wuxi CR")
ERERIMETFAERAA ([EHEH])

Wuxi China Resources Semico Co., Ltd.
("Wuxi CR Semico")

EHEBYRMBMETFAERLDA
(MEHERYR])

Wuxi Huajing Multi-Services Co., Ltd. (“Wuxi Services”)
BHEREAREAERAA
(M= R

CR Powtech (Shanghai) Limited
EEYEER (LB BARAR

China Resources Semiconductor Company Limited
("HK Semico")
EHYERBERLA ([EHFFBE])

Wuxi China Resources Huajing Microelectronics Co., Ltd.

("Wuxi Huajing”)
EOERESMETFERAR ([EBES])

Shenzhen China Resources Semico Co., Ltd.
("Shenzhen CR Semico”)

RYNEBFYRBEFBERAQA
(DRYIEBRR])

@) BHEREE

Relationship
B &

Controlling shareholder

ERERIR

Subsidiary of CR Logic
EHBBNE LA

Subsidiary of CR Logic
EHBBWERQ A

Subsidiary of CR Logic
EHBBWE ARG

Subsidiary of CR Logic
EHBBWERQ A

Subsidiary of CR Logic
EHBBMNE R A
Subsidiary of CR Logic

ERHBBNEB AR

Subsidiary of CR Logic
EHE BB AR

Subsidiary of CR Logic
EHBBWERQ G
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(All amounts in US dollars thousands unless otherwise stated)

(B XZERBAIES  BTBEBEG A TETEE)

(a) HHEREEE)

(@) Name and relationship (Continued)

63

Name

=L

Central Semiconductor Manufacturing Corporation
(“CSMC Cayman”)

Central Semiconductor Manufacturing
Corporation ([ FZE¥Z 88 |)

Central Semiconductor Manufacturing Co., Ltd.

("CSMC-HK")

Central Semiconductor Manufacturing Co., Ltd.

(TreE&E])

Wiston Management Limited (“Wiston")
Wiston Management Limited ([ Wiston])

IPCore Technologies Corporation (“IPCore”)**

IPCore Technologies Corporation ([IPCore]) **

IPCore Technologies (Shanghai) Co., Ltd.
("IPCore SH")**
BERHR (L8 AR AR
(TETRE (L&) ) **

* Became the controlling shareholder since 28 June 2006.

**  Ceased to be related parties since February 2006.

Relationship
B %

Under significant influence of certain directors and
shareholder of the Company
XRARAETEER
BRERNEAZE

Subsidiary of CSMC Cayman
FEFERNONE QG

Controlled by certain Directors of the Company

HARRETESZEH

Under significant influence of a director and

shareholder of the Company

RARARETEERBERNEARTZE

Subsidiary of IPCore

IPCoref B B 2 A
* BZEEREXNAZTAN
B AR R -
* BZTEAF_AETH
BEEAL -



(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

(b)  Transactions with related parties

For the six months ended 30 June 2006, the Group had the
following significant transactions with related parties. Sales
and purchases transactions are negotiated with related
parties in the normal course of business with a margin on

the same basis with non-related parties:

(@) Sales of goods to: HmiHEZE :
— Subsidiaries of CR Logic — = E B B/ K 8B 2 7]
—IPCore SH — BRI (LS
— IPCore —IPCore
(b) Rental, utilities and [ 3 8 B 2
other services fees NSNS )
paid to the subsidiaries BT & «+ AR K
of CR Logic HEMREE

(c)  Consultancy fee paid B I Wiston
to Wiston ) EE e 2

b) BBEALXS

HE-ZZTZTFA=1+HLE
NEA - AREEHEBEATE
THEBRR S - BN A LTH
THNEERSTTRNIETEBA

RHRET MERNETEEIE
RAEANLHER -

2005
—ETHF

5,511
1,886
1,022

8,419

5,982
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Notes to the Condensed Interim Report (continued)

(All amounts in US dollars thousands unless otherwise stated)

(X ESBAIESN » FTHBBEG U TETE E)

16. RELATED PARTY TRANSACTIONS (Continued)

(c) Key management compensation

Salaries and other FekEM
short-term benefits %2 HA 8 7
Share-based payments LA BR 19 32 1<) #9 % BM

ZTZEEREHHIEE  INTERIM REPORT 2006

16. BHBA LS (&)
) FTEZEEA

5 AR A HA R &5 MY 5 ()

B

Six months ended 30 June

BEANA=1THILA~EAR

2006
—EEAE

692
212

904

2005
—EERHF

486
95

581




(All amounts in US dollars thousands unless otherwise stated)

(X ERBIES  BTBEREG A TETEE)

On 12 May 2006, the Company and China Resources Logic
Limited (“CR Logic”) jointly announced that CR Logic intends to
make a voluntary conditional offer (“the Offer”) to acquire all of
the issued shares in the share capital of the Company, by cash or
new CR Logic shares to optimise synergistic benefit to both
companies. As at 12 May 2006, CR Logic and parties acting in
concert with it held 691,437,790 of the Company’s shares,
representing approximately 25.4% of the entire issued share

capital of the Company.

On 28 June 2006, the Offer became unconditional in all respects.
After taking into account the valid acceptances received under the
Offer, CR Logic and parties acting in concert with it together own
1,492,901,602 shares of the Company, representing
approximately 55.5% of the entire issued share capital of the
Company as at 28 June 2006, subject to payment by CR Logic for

the tendering of the Company’s shares.

On 12 July 2006, CR Logic and the Company jointly announced
that the Offer made by CR Logic to acquire the entire issued share
capital of the Company had received valid acceptances in respect
of 1,293,530,058 of the Company’s shares, representing
approximately 47.5% of the entire issued share capital of the
Company. Upon the completion of the Offer on 12 July 2006, the
equity interests held by CR Logic in the Company was increased to

approximately 72.9%.

RZZFZERNFRAATZAH  ARF
REBBBERAR ([FEBBER)
HEEM  EEBBURELEREE
i g (T REE]) - UR
©SHTE BB BR O BB AR FAR
A ZFEEHITRD - AE(ERK
ARNBRAFZE - R-TT X FH
A+=8  #=EBBREE-BTH
AT #E691,437, 79008 N A &) %
D ERRREEEBITRAL
25.4% °

RZZEZTRNFENA-+NB - Wi
BEIRMAESTEKAERY o &5t
RIBBRWEREEMESNESIER
& ZEEBBRE-BITBHALH
B A5 1,492,901,602% A& 2 7] f%
m AR RRERZTERNEASAZ
TNABE2EEEITRELS5.5%
(ZERFHBBHWERR AR
DEV R A MR &) o

RZZBEZRNFLAT=A - FHE
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Shareholders can obtain copies of Annual Report by writing to:

Computershare Hong Kong Investor Services Limited

Rooms 1712-1716
Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

If you are not a shareholder, please write to:

CSMC Technologies Corporation
14 Liangxi Road

Wuxi, Jiangsu

214061, China

Attn: IR Department

CSMC annual report is also available online at

http:/Awww.csmc.com.cn.

Our enquiry hotline is operational during normal office hours:

Telephone: +86-510-88118089

Facsimile: +86-510-85877352

Email: ir@csmc.com.cn
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