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CSMC TECHNOLOGIES CORPORATION

COMPANY PROFILE AND CORPORATE INFORMATION

NEIR D WNE/NCIE-¥ =
CSMC Technologies Corporation (“CSMC” or the “Company”) is a

limited liability company incorporated in the Cayman Islands.

Pioneering the open foundry business model in China in 1997, we now
own and operate the first and one of the largest open semiconductor
foundries in China as measured by operational capacity. Our fab
facilities are located in Wuxi, Jiangsu Province. Our business focus is on
the semiconductor market in China, providing manufacturing services
mainly for CMQOS logic, mixed-signal, high voltage, non-volatile memory
("NVM") integrated circuits (“1Cs"”) and DMOS. Mixed-signal ICs and
DMOS are widely used for power management applications. CSMC also
offers assistance to its customers by arranging upstream IC design

services as well as downstream testing and packaging services.

CSMC, together with its subsidiaries known as the “Group”, currently
targets the ICs market manufactured with 3.0 micron to 0.35 micron
process technologies on 6-inch wafers. The management believes that
this segment represents the mainstream semiconductor market in China
and offers niche technology applications, such as mixed-signal and
DMOS to address strong growth opportunities as consumer electronics
manufacturing and assembly continues to grow rapidly in China, both

for export and domestic consumption.

CSMC’s principal customers are the fast growing fabless design houses
in China. The Group also provides more open foundry services to
Integrated Device Manufacturers (“IDMs”). The management believes
that our ability to maintain its leadership in the mainstream 6-inch
market segment in China and the development of our key overseas

markets will underpin the future success of CSMC.

CSMC was listed on the main board of The Stock Exchange of Hong
Kong Limited (the “Hong Kong Stock Exchange”) on 13 August 2004.
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Corporate Entity Structure

100%
icroelectronics CSMC Cayman
EHWET LEXER
100% 100%
er Shareholders =
II HiRE II II Faithway II II Stockside II
66.74% 23.42% 9.84%
II EHLEE II
100% 100%

e

II LEvmme II

e

| 49% | 51%
100%
Fab 1 =
— & — o
Notes: b aE -
(1) Operation of Fab 2 has not yet commenced. (1) =R RFRIRAELE o
Definitions: In this report, unless the context requires BE REBREAN - BRXE
otherwise, the following words and FHE - AT
expressions have the following meanings: EEBUTHRE
“AML": Advanced Microelectronics Limited [EEWETF] : ZFEYUETFARAF
“CR Logic": China Resources Logic Limited E= kA EHBRAERAA
“CR Microelectronics”: ~ China Resources Microelectronics [EEWETF] 0 Z=EHETFEREB
(Holdings) Limited EE/NG]|
“CSMC Cayman”: Central Semiconductor Manufacturing [ 88| :  Central Semiconductor
Corporation Manufacturing
Corporation
“CSMC-BVI": CSMC Manufacturing Co., Ltd. [LEEfEge bEyEEsE
g BRAA
“Fab 1" CSMC Technologies Fab 1 Co., Ltd. [—H] EpEH LEyERE
BERAT
“Fab 2": CSMC Technologies Fab 2 Co., Ltd. [—®] - mESE L ERRA
NG
“Faithway” Faithway Resources Limited [ Faithway] : Faithway Resources
Limited
“QEL": Qualibest Enterprises Limited [BmEZE] BREEBRAA
“Stockside”: Stockside Limited [ Stockside] : Stockside Limited
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CSMC TECHNOLOGIES CORPORATION
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Corporate Information (continued)

Place of Business in
Hong Kong Registered
under Part Xl of the

Companies Ordinance

Share Registrar and Transfer

Office in Hong Kong

Website Address

Room 1101, Landmark North
39 Lung Sum Avenue
Sheung Shui

New Territories

Computershare Hong Kong Investor
Services Limited

Rooms 1712-1716

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

www.csmc.com.cn
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FINANCIAL HIGHLIGHTS I 52

Unaudited
R EZ
For the six months ended 30 June

BEAA=tHLAEAR

2005 2004
—EEREF —ZETNF Percentage
Us$000 US$'000 change
E FET Bl
(Restated)
(E3l)
Turnover = 32,511 34,415 (5.5%)
5
- Total earnings before interest RetFMERZ
EOE[ expense, taxation and miE - ER
e depreciation and amortization BN AENERE
o ("EBITDA") ([EBITDAJ) 4,760 10,728 (55.6%)
¢ Depreciation and amortization e REE (10,707) (6,214) 72.3%
g Interest expenses B (616) (553) 11.4%
5 (Loss) profit before income tax BB AT (B 18) 4% A (6,563) 3,961 (265.7%)
g Income tax expense Frisfi i 525 (586) (189.6%)
- (Loss) profit for the period HA (B18) &5 (6,038) 3,375 (278.9%)
0
5 (Loss) earnings per share Bk (E#E) 2
© Basic (US$ cent) AR (L) (0.23) 0.20 (215.0%)
Diluted (US$ cent) g () (0.22) 7~ 3 F 3 F
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FINANCIAL HIGHLIGHTS (continued)

Total assets
Shareholders’ equity
Cash and bank balances

Bank borrowings

Ratio

Current ratio (times)
Quick ratio (times)

Debt to equity (%)

Net book value per share

(US$ cent)

Note:
Current ratio

Quick ratio

Debt to equity

Net book value per share

30 June
2005
—ZEFREF
RAZt+H+Z=
US$000
ETT
(Unaudited)
(RAEFZ)
BEMBRE 208,615
IR R HE 153,892
Re RRITHEH 22,324
RITEX 36,544
tb &
MENEL X (15) 1.07
BB E () 0.78
B EEER L E(%) 23.7%
ERERFE
(=) 5.80
Bt -
current assets/current liabilities ) R
(current assets — inventories)/current RB) LK
liabilities
total bank borrowings/shareholders’ equity BfEEER
=
Shareholders’ equity/total outstanding FRER
shares FE

MEEE )

As at
31 December
2004
—EEWF
A=+—H Percentage
US$'000 change
TFET B 5t &
(Restated)
(&%)
199,508 4.6%
160,413 (4.1%)
24,463 (8.7%)
17,500 108.8%
1.53 (30.1%)
1.1 (29.7%)
10.9% 117.4%
6.13 (5.4%)
= RBEE/MRBHAE

(RBEE-FH)/
nEEE

RITEFEERRER

R #E R B BTN
B
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CSMC TECHNOLOGIES CORPORATION

CHAIRMAN'S STATEMENT

Dear Shareholders,

The first half of 2005 was the continuation of the softening of the
worldwide semiconductor market starting from the fourth quarter of
2004 which impacted the demand for the Group’s manufacturing
services consequently. During the period, the Group's consolidated
turnover amounted to approximately US$32.51 million, representing a
decrease of 5.5% compared to the same period of 2004. The Group
incurred a net loss of approximately US$6.04 million, compared to a net

profit of US$3.38 million for the same period of 2004.

Driven by the downturn in the worldwide semiconductor market, the
net loss for this period was primarily the result of decrease in the
Group's turnover due to flat order and softening average selling price
("ASP"). This down trend came at the height of the Group’s capacity
expansion program, which was to ensure the cost-effective use of the
equipments. As such, the higher depreciation and amortization from
capacity expansion as well as the decrease in production utilization also

contributed to the loss.

Notwithstanding the downturn in the worldwide semiconductor
market, the China market has continued to grow and CSMC's China
operations also continue to deliver results. During the period, CSMC
kept expanding its customer base in China market and turnover
contribution from China was maintained at the level of 2004 even as

the ASP declined compared to the same period of 2004.

Following the successful expansion in scale last year, the Group is
leveraging on this market downturn to further expand our product and
process mix. We have successfully developed non-logic and DMOS
process technologies that meet the demand of the energy saving for
the power management market. The turnover contribution from the
non-logic processes significantly increased from 10.2% in the first half
of 2004 to 29.2% in the first half of 2005. Besides, the turnover
contribution from 0.6 micron and more advanced process technologies
increased from 28.9% for the first half of 2004 to 39.5% for the same
period of 2005. All of these developments will enable us to meet the

increasing market demand in the near future.

Interim Report 2005
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CHAIRMAN'S STATEMENT (continued)

With our capacity expansion, the Group’s overseas market is expected
to gain more importance. With the expanded capacity we have today,
in addition to the China market, we are also focusing on major
overseas IDMs as our long term and volume customers. In this respect,
we are working closely with them to develop new strategic process
technologies. Some of these key projects have delivered revenues and

will continue to underpin the future success of the Group.

Going forward, the management believes the second half of 2005 will
remain challenging. However, positive signs have emerged from our
technology development projects with various customers. In particular,
the Group is seeing positive trend in customers’ order from all market
segments. The management is optimistic that the progress of our
technologies and key market segments will enhance the outlook for the

second half of 2005 and beyond.

/Uf/-— s

Dr. Peter CHEN Cheng-yu

Chairman

Hong Kong, 12 August 2005
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CSMC TECHNOLOGIES CORPORATION

MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

The first half of 2005 was a tough period for the semiconductor
industry as a whole. This down trend, starting from the fourth quarter
of 2004, came at the height of the Group’s capacity expansion
program. It thus put pressure on the Group to fill in the available
capacity with lower ASP, which resulted in the loss in the first half of
2005. The Group’s consolidated turnover for the six months ended 30
June 2005 amounted to approximately US$32.51 million, representing
a decrease of 5.5% when compared with the same period of 2004. The
Group incurred a net loss of approximately US$6.04 million during the
period, compared to a net profit of US$3.38 million over the same
period of 2004.

BUSINESS REVIEW IN THE FIRST HALF OF YEAR 2005
Customer Base

The total number of customers of the Group reached 195 in the first
half of 2005. The following table shows the Group’s number of
customers and the turnover breakdown by customer type for the six
months ended 30 June 2005 and 2004 and two years ended 31
December 2004 and 2003:

s

BB YA A Mo AT
BmE

TEThF LY FHERYEREMNS
HMARFOKEH - TEBZHE-_TTNW
FENEMIR BEBLAEEERE
FETEIMTEE - A ARERUABRERNF
HEBEREHRMER  UB=FZTH
FE¥FHREEE AKEHE_TZT
FFANA=+THILEANEANGEE X
#41/32,510,000% 7T * R=_TZTHF[A
HITBKS.5% « AEBE RN EIAEEIFFE
1#5496,040,000% 7T © th ¥ — T T UF
&) B 4 41 %1 493,380,0003E 7T °

“EERFE¥FNEBEE
EFE
AEENEFBEEN _TTH L¥FE
196K » NREJRBEZE-_TTRFR
“EEWEFERAZTHERER - AR
—EENFER_EE=F+A=1+—
HIEMEFE AEENTEFHENAR
BEPRBIMENEXBEIN

Six months ended 30 June Year ended 31 December
BERR=THLAER HET-A=T-BL%EE
2005 2004 2004 2003
_TT1f “TIME It ¥ Juf2 _TI=F
Turnover Turnover Turnover Turnover
B8 EXE HE EXE® g EX¥ g EXE
No.  (US$'000) % No.  (US§'000) % No.  (US§'000) % No.  (US$'000) %
(T%£71) (F£7) (T%£7) (F#£7)
Fabless design &L E LK
houses BN 188 31179 959% 136 30916 89.8% 188 75202 942% 127 40547 96.4%
IDMs DM 7 1,332 4.1% 6 3499 102% 6 4,658 5.8% 6 1,530 3.6%
Total ) 195 32511 100% 14 34415 100% 194 79,860 100% 133 4077 100%
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MANAGEMENT DISCUSSION AND
ANALYS|S (Continued)

The Group’s customers include fabless design houses and IDMs. The
Group provides open foundry services to IDMs, who outsource part of
their production. The management believes many IDMs and overseas
customers are going to increasingly outsource their production to China
to reduce costs and be closer to a low-cost IC supply chain. The Group
has long term symbiotic relationship with these customers since both
customer types have stringent requirements on fabs to which they
outsource production. Moreover, by seeking IDMs and customers
outside of China, the Group is diversifying its market risks across its
customer base and offsetting the adverse impacts of downturns in

either the domestic or global semiconductor markets.

Chinese fabless design houses have experienced rapid growth in the
last three years. The number of fabless design houses in China has
increased to 471 by the end of 2004, according to CCID (CCID
Consulting Co., Ltd., a professional market research and management
consultancy services provider in China). The management believes the
anticipated strong growth will benefit the Group. In the first half of
2005, 6 out of the top 10 Chinese design houses were the Group's
customers, while the majority of the Chinese fabless design houses are
small-scale operators and most of them rely on the Group to assist their

design process.

The Group’s Chinese customers accounted for 66.6% of its total
turnover achieved in the first half of 2005, representing an increase of
4.6% over the same period of 2004. However, the Group’s business
from its overseas market declined as a result of market downturn and
inventory build-up by its overseas customers. The turnover from IDMs
accounted for 4.1% of the total turnover in the first half of 2005
compared with 10.2% in the same period of 2004. While the turnover
from IDMs dropped, the number of our IDM customers increased to 7
and more new IDMs are developing products in our fab. The
management believes IDMs’ order volume will rebound in the near

future when the market is back on the growth track again.
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MANAGEMENT DISCUSSION AND
ANALYS|S (Continued)

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

turnover for the six months ended 30 June 2005 and 2004:

B

iz

B alsm Mo (&)

TRENTRWR DN AEBHE T
ERFER-_TTWFENA=1THIENE
AMZERER

Six months ended 30 June

BHEXNB=1THILEAA

2005 2004
—EZERF —ETOEF
Unaudited Unaudited
Turnover Turnover
REEZ REEEZ
EERE S
g (US$ “000) % (US$ “000) %
5 (F%=7T) (F%=7)
[any
0 The PRC s 21,658 66.6% 21,332 62.0%
z Asia, other than M (R B BR SN 7,608 23.4% 9,216 26.8%
o the PRC =
()]
L United States ES 1,877 5.8% 3,491 10.1%
2 Europe &M 1,368 4.2% 376 1.1%
-
(@]
% Total Bt 32,511 100% 34,415 100%
(@]
L
'_
0 Production Capacity and Utilization Rate ErRRERANAR
E During the first half of 2005, we maintained our production capacity at R-ZZEZRF FXFHE - BM4%EFA
(@]

59,200 6-inch wafers per month (“wpm™”; for the purpose of this
report, unless otherwise indicated, reference to 6-inch and 8-inch
wafers are to wafers of an average of 12 layers and 20 layers,

respectively).

The softened market demand for the Group’s services resulted in our
lowest half-year capacity utilization rate on record. Average capacity
utilization was 56% in the first half of 2005 compared with 88% in the

same period last year.
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Technology Migration

The Group continued to enhance its core offerings to more advanced
process technologies. Turnover derived from 0.6 micron and more
advanced process technologies increased from 28.9% in the first half of
2004 to 39.5% in the same period of 2005. With increased capacity
and continuing efforts to migrate towards mainstream technologies,

the Group will be able to better serve its customers.

The table below shows the Group’s turnover by process technologies:

%EEW

IR]
=

E\Tﬁ%&ﬁj‘ﬁ (&)

Rtk R
REBEBECEZORBREAZE LE
BRI AT o 0.60 K R E R ERRIZ
BME R EERERM B —_TTWF -
FFEH289%EME—TZTHFREAM
39.5% ° HEEREMRFEEEER
Bt - REBEGEREFPREHETHNR
j‘% °

TRENRHEERMOTAEBHE X

B

Six months ended 30 June

BHERNA=TRHIXMEA

2005 2004
—ETRF —ETENF
Unaudited Unaudited
Turnover Turnover
REEEZ REEEZ
&R EHEE
(US$ ‘000) % (US$ “000) %
(F%7T) (Fz%T)
6-inch GBI ]
>=1.0 micron >=1.0f0 K 10,926 33.6% 11,097 32.2%
0.6 - 0.8 micron 0.6-0.8% K 6,808 20.9% 12,107 35.2%
0.5 - 0.6 micron 0.5-0.6% K 7,850 24.2% 1,957 5.7%
0.35 - 0.5 micron 0.35-0.5{ K 4,960 15.3% 7,990 23.2%
Sub-total Nt 30,544 94.0% 33,145 96.3%
DMOS DMOS 561 1.7% 1 0.0%
Others Efb 1,406 43% 1,259 3.7%
Total BEt 32,511 100.0% 34,415 100.0%

B HEHdNETHE
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

The current market downturn has resulted in 5.1% decline in overall
ASP. The Group continues to seek ASP enhancement opportunities and
focus on more advanced mixed-signal, DMOS and high voltage
technologies. Mixed-signal and DMOS are widely used for power
management applications. Turnover from non-logic products increased
from 10.2 % in the first half of 2004 to 29.2% in the same period of
2005. Looking ahead, the management sees continuous turnover

growth for non-logic processes.

The table below shows the Group’s turnover by process mix:

s

=

MmN (&)

T
ks
IE]
=

BRMESTESEBTHEETK
51% « REBBES KA FHERE
migke  WENIRELENBRERERE
5% - DMOSK m Bl - BEIRE 55
EKDMOSEZEANRERERERAR
X RAFBEERNEEEH_TT
ME FEFNI02% LA E-_TTREF
R EAEI29.2% - REMK - BEEMEE
EBERBMHEEBBIFELR -

TREJRHEBHEONARENEE
B

2

o Six months ended 30 June

< BE~AS+ALAER

g 2005 2004

g —ETERF —EETNF

o Unaudited Unaudited

@ Turnover Turnover

2 R EZ RIEEZ

= &R &R

% (US$ “000) % (US$ '000) %

; (FZ7T) (FZ7T)

; Logic e 21,074 64.8% 29,624 86.1%

@ Mixed-signal HERBEESEW]R 6,440 19.8% 3,294 9.6%
High Voltage = R 2,126 6.6% 172 0.5%
NVM NVM 914 2.8% 55 0.1%
DMOS DMOS 561 1.7% 11 0.0%
Others HAh 1,396 4.3% 1,259 3.7%
Total MRET 32,511 100.0% 34,415 100.0%
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Employees

CSMC's management believes that the Company’s employees are its
greatest asset. The Group had 1,380 employees as at 30 June 2005,
while 1,337 at the end of 2004. The Group maintained good employee
relations during the period. On 27 May 2005, the Group adopted a
new Share Option Scheme, in addition to the Equity Incentive Plan (as
defined in the prospectus of the Company dated 3 August 2004), as a

means to motivate and retain employees.

In the highly competitive foundry business, a company needs strong
human resources to ensure growth. The Group prides itself on its ability
to recruit and develop local managerial, technical and operating
personnel, and combine local talents with international expertise.
Currently over 97% of the Company’s staff are PRC citizens, including
the majority of managers. As at 30 June 2005, 59.6% of the Group'’s

employees hold college or graduate degrees.

R
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MANAGEMENT DISCUSSION AND EEEMNFwR LD

ANALYS | S (Continued)

FINANCIAL RESULTS

The following table shows certain information relating to the Group’s

results of operations for each of the six months ended 30 June 2005

and 2004:

Consolidated Income Statement
For the six months ended 30 June 2005

Turnover
Cost of goods sold

Gross profit
Other gains
Operating expenses:
Selling and marketing costs
Administrative expenses
Research and

development expenses

CSMC TECHNOLOGIES CORPORATION

Other operating expenses

Operating (loss) profit
Finance costs

(Loss) profit before
income tax

Income tax expense

(Loss) profit for the period
Dividends

(Loss) earnings per share
- basic (US$ cent)

- diluted (US$ cent)
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R ELE

TREVNEBAEBREHZ_ZEZTHFR
“EENEXA=THIENEARNKEE
FENETER
HEERE
B2 T RFNA=+HIENEA
Unaudited
RECEZ

Six months ended 30 June

BEANA=THILEAREAR

2005 2004
—EERF —ETE
(US$000) % (US$'000) %
(FZ*) (FZ*)
(Restated)
(EZ)
BER 32,511 100.0 34,415 100.0
EER A (32,068) (98.6) (24,557) (71.4)
EHN 443 1.4 9,858 28.6
Hip 25 885 2.7 636 18
KEER -
EERTSHEERY (833) (2.6) (835) 2.4)
TER X (5,730) (17.6) (3,460) (10.1)
WEEB R (559) (1.7) (1,463) 4.3)
Hib 2B (153) (0.5) (222) (0.6)
w (B8) & F (5,947) (18.3) 4,514 13.1
e R (616) (1.9) (553) (1.6)
B AT (B518)

il (6,563) (20.2) 3,961 115
FIEHAX 525 1.6 (586) 1.7)
NE(E51E) m 7 (6,038) (18.6) 3,375 9.8
A% & 1,705 1,338
% (E18) BH

— B (L) (0.23) 0.20
— 58 (=10) (0.22)
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

2005
—EFhLF
(US$°000)
(FZ%71)
Operating Data KEHIE
Depreciation and
amortization FEREH 10,707
Capital expenditure BARMX 20,753
Wafer sales B HE 5
(6-inch 12-layer (6T 12/ -
equivalent, units) AR ED) 186,716
ASP (US$) FHEE (ET) 169
Turnover

The Group’s consolidated turnover for the six months ended 30 June
2005 amounted to approximately US$32.51 million, representing a
decrease of 5.5% over the same period last year. The decrease in
turnover was primarily resulted from the decrease in the volume of
wafers shipped as well as the decrease in ASP, against the worldwide
semiconductor market downturn which started from the fourth quarter

of 2004.

Cost of Goods Sold

Cost of goods sold increased by 30.6% from US$24.56 million in the
first half of 2004 to US$32.07 million in the review period. The increase
in cost of goods sold in the period was primarily due to an increase in
depreciation from US$6.17 million in the first half of 2004 to US$10.67
million in the review period, as well as an increase in utility expenditures
which were resulted from the increased fab spaces and the expansion

of production capacity of Fab 1.
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Unaudited
RICEZ

Six months ended 30 June

BEANA=THIEAREAR

2004
—TTMEF
% (US$'000) %
(F%7T)
(Restated)
(£7))

6,214
29,513

189,269
178

—E 3L
AEEHE_TTERFAAA=THILER
BA ARG EXE# /S32,5610,000%
T BEFRBPTEKS5% - BEE R
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CSMC TECHNOLOGIES CORPORATION

MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Gross Profit

Gross profit decreased by 95.5% from US$9.86 million in the first half
of 2004 to US$0.44 million in the review period. Gross margin
decreased from 28.6% in the first half of 2004 to 1.4% in the same
period of 2005. The decrease in gross margin was primarily due to the
reduction in the volume of wafer shipped and decrease in production

utilization. The decrease in ASP was also responsible for the drop.

Operating Expenses

The Group’s operating expenses increased by 21.7% from US$5.98
million in the first half of 2004 to US$7.28 million in the review period.
The increased expenses mainly covered the write-down of inventories to
net realizable value and provision for impairment of receivables,
amounting to approximately US$1.98 million in the first half of 2005
compared with US$304,000 in the same period of 2004.

Net (Loss)Profit

As a result of the foregoing, the Group incurred a net loss of
approximately US$6.04 million in the first half of 2005, compared to a
net profit of US$3.38 million in the same period of 2004.

Dividends

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

The Board of Directors did not propose any payment of dividend for

interim of 2005.
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Liquidity and Capital Resources

For the six months ended 30 June 2005, the Group's sources of liquidity
mainly included net proceeds from the bank borrowings and cash flow
from operating activities, which amounted to US$19.04 million and
US$0.8 million, respectively. The Group’s cash has principally been
applied to fund capital expenditures related to the office building,
purchase of machinery and equipment for Fab1 amounting to US$7.59
million in total and construction of Fab 2 which cost US$13.16 million,

as well as dividend payment of approximately US$1.28 million.

The table below sets forth the cash flow of the Group for the six
months ended 30 June 2005 and 2004 and the cash and cash

equivalents at the end of each of the two periods:
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RBEETRETER
HE-_ZTZRFA=1+HBILAEAR -
AEENRDHESRREEZBRERITE
AREEEDHEENRSRE  2AlA
#719,040,0003% 7T & £7800,000% 7T °
AEENRSETEANPAKNE - BE—
TR i B8 % SR A Y & A il 2 #£517,590,000
T R B2 — A /13,160,000 T 5
B% B 32 1 #91,280,000% 7T ©

TR ARERARE-_ZETERER-Z
ENFENA=1THLEANERNRES RS
FRMEEBRNEe RS E
q:@ :

Unaudited
RICEZ
Six months ended 30 June

BEANA=tHILXEA

2005 2004
—ETERF —EETNF
(US$°000) (US$'000)
(F%7T) (F%7T)
Net cash inflow from operating activities KETEBEEMNRESMA TR 804 9,580
Net cash used in investing activities REEZBHHAMNREIFRE (20,708) (29,404)
Net cash inflow from financing activities BMEFHELEMNRESRAFRE 17,765 16,145
Decrease in cash and cash equivalents HekRSEEWR D (2,139) (3,679)
Effect on foreign exchange rate changes EXEeHg R — 2
Cash and cash equivalents HURE &
at beginning of period REeEEY 24,463 39,138
Cash and cash equivalents at end of period BRI & MRS ZEY

22,324 35,461
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CSMC TECHNOLOGIES CORPORATION

MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Indebtedness

The bank borrowings of the Group as at 30 June 2005 and 31

December 2004 were as follows:

Short-term bank loans MHRITER
- Secured —BHEA
- Unsecured —
Total outstanding borrowings REBRITEREE

As at 30 June 2005, the Group’s short-term bank loans bore interest at
rates ranging from 4.3% and 5.6% per annum. The secured portion
was secured by certain of the Group’s machinery and equipment with

net book value of approximately US$12.22 million.

Capital Expenditures

The Group incurred capital expenditures of US$20.75 million in the first
half of 2005, of which approximately US$13.16 million was spent on
construction of Fab 2 shell, US$5.47 million was spent on Fab 1's
technology migration to 0.35 micron and paid for the remainder of
prior year's capacity expansion, and the remaining US$2.12 million was
spent on other capital expenditures, such as office buildings and IT

implementation systems etc.

CSMC has slowed down the construction of supporting facilities of Fab
2 in line with its overall plan to look for strategic partners. As the
semiconductor market dropped in the first half of 2005, Fab 2's
construction plan was re-scheduled taking into consideration the
cyclical demand forecast for the second half of 2005. The Fab 2 shell is
expected to be completed by the end of 2005 and the supporting
facilities will be completed in 2006.

The Group will continue to implement a prudent policy on capital
expenditure policy and further optimize the allocation of its financial

resources.
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Commitments and Contingent Liabilities

As at 30 June 2005, the Group had capital commitments of US$121.87
million, of which US$10.72 million was contracted but not provided for
the purchase of equipment for Fab 1, US$11.35 million was authorized
but not contracted for the purchase of equipment for Fab 1, US$30.2
million was contracted but not provided for the purchase of building
and facilities of Fab 2 and US$69.6 million was authorized but not
contracted for the purchase of building and facilities of Fab 2.
Commitment of these authorized expenditure will depend on the
Group's progress in finding a suitable strategic partner. As at 30 June
2005, the Group had lease commitments of US$6.36 million, all due
within five years for factory premises and machinery. The Group does

not have any other commitment or contingent liabilities.

Basis of Preparation and Changes in Accounting Policies

This unaudited condensed consolidated financial information has been
prepared in accordance with Hong Kong Accounting Standard
("HKAS") 34 “Interim Financial Reporting” issued by the Hong Kong

Institute of Certified Public Accountants.

The accounting policies and methods of computation used in the
preparation of this condensed consolidated financial information are
consistent with those used in the annual financial statements for the
year ended 31 December 2004 except that the Group has changed
certain of its accounting policies following its adoption of new/revised
Hong Kong Financial Reporting Standards and Hong Kong Accounting
Standards (“new HKFRS") which are effective for accounting periods

commencing on or after 1 January 2005.

EREEMNwmNALON (&)
EERRREE

R-ZTETRAFANA=1+H AEENE
ANAEYEAR#121,870,000% 7 - HA
10,720,000%€ L B —MEBE R EHEF]
KB RBEHFRIE » 911,350,000 7T A
—REERENDREERTARE
#130,200,000F T =B B —HR B & %
OB HANERBEEORERD
69,600,000 T B & — M B K& % i
WERBEERTHNORIE - ELBEEE
FXEEBIARAEESRK—24
BERBEEHNER R_TTRFA
A=+H  *&EEKRESMHREFHE
A IE A 416,360,000 7T © 2EH R
AFRNEEIN - REBEWEEAEA
AEERNABE -

RREERSTHENE
AAEEZERFREMBERECRES
AR AGHLNEREGER(E
AEFTER) B34 [ R B RS
kR

REANERASEVBERNMRAN G
BERFAETE  BRHE_ZTTOF+
“R=T-BUEFENFERBRERA
RAE B HASERRGEE
RIAEMBHREENRELE G ESL
(FFhEAMBHREEA]) REEREE
SETHRABRRI - BBV R
FRAN -_FTEAF-A-BERRZ
BREFTHOETHAREER -

B HEHdNETHE

FEIH L 2005



CSMC TECHNOLOGIES CORPORATION

MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

Following the adoption of the new HKFRS, certain comparative have

been amended as required. Major changes are summarized as follows:

The adoption of revised HKAS 17 has resulted in a change in the
accounting policy relating to the reclassification of leasehold land and
land use rights from property, plant and equipment to operating leases.
The up-front prepayments made for the leasehold land and land use
rights are expensed in the income statement on a straight-line basis
over the period of the lease or where there is impairment, the
impairment is expensed in the income statement. In prior years, the
leasehold land was accounted for at cost less accumulated depreciation

and accumulated impairment.

The adoption of HKFRS 2 has resulted in a change in the accounting
policy for share-based payments. Until 31 December 2004, the
provision of shares under the Company’s “Equity Incentive Plan” did
not result in an expense in the income statements. Effective on 1
January 2005, the Group expenses the cost of shares granted under the
Equity Incentive Plan in the income statement. As a transitional
provision, the cost of share granted under the Equity Incentive Plan
after 7 November 2002 and had not yet vested on 1 January 2005 was
expensed retrospectively in the income statement of the respective

periods.
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MANAGEMENT DISCUSSION AND
ANALYSlS (Continued)

The adoption of revised HKFRS 2 resulted in:
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Six months ended 30 June

BEXRA=ZtHLAXEAR

2005 2004

—EEThHF —ZTTNF

US$°000 US$'000

(F%ET) (F%7T)

Increase in cost of goods sold 8 & A AN 18 A0 392 207

Increase in selling and marketing costs $HE K T 5 HE & B S8 0 85 45

Increase in administrative expense 17 B R S 38 319 169

Decrease in basic earnings per share BREXRZRN R 0.0003 0.0003

Decrease in diluted earnings per share & 2 5 2 ) 0.0003 —
Legal Liabilities & Proceedings FEEEERMEBRE

For the six months ended 30 June 2005, the Company was not involved
in any material litigation or arbitration and no material litigation or
claims was pending or made against the Company as far as the

Company is aware.

Foreign Exchange Risk Management

The Group's operational cash flow is primarily denominated in Renminbi
and US dollars. The Group’s borrowings were also denominated in
Renminbi and US dollars. The Directors believe with reference to the
Group's working capital position, the Group is not exposed to any
significant risks from currency exchange rate fluctuations. It is the
Group's policy not to enter into derivative transactions for speculative

purposes.

Future Plans for Material Investments

In addition to the on-going Fab 2 project which has been disclosed in
prior reports, the management will continue to explore opportunities
including acquisitions of low cost capacity which will add value to the

Group.
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CSMC TECHNOLOGIES CORPORATION

ADDITIONAL INFORMATION

Compliance with the Code on Corporate Governance

The Directors are of the view that during the six months ended on 30
June 2005, the Company has met the code provisions set out in the
Code on Corporate Governance Practice contained in the Appendix 14
of the Rules Governing the Listing of Securities on the Hong Kong

Stock Exchange (“Listing Rules”).

Model Code for Securities Transactions by Directors

The Company has adopted the Code of Conduct regarding securities
transactions by directors as set out in Appendix 10 of Listing Rules
during the period. The Company has made specific enquiry to all
Directors, and all Directors have complied with required standard of

dealing set out therein.

Corporate Governance

CSMC recognizes its responsibilities to shareholders and aims to protect
and enhance shareholder value through solid corporate governance.
Considerable efforts are devoted to identify and formalize best
practices. 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 all business is conducted in an

honest, ethical and responsible manner.
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ADDITIONAL INFORMATION (continued)

The Board of Directors

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 10 Directors, three of whom are Executive
Directors and members of management. There are 7 Non-Executive
Directors, of whom three are Independent 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 and each member participates in meetings as required.
The Board meets at least four times a year, and the Group ensures that
Board members have access to appropriate information and documents

about the Group on a timely basis.

As at 30 June 2005, the Board has two Board Committees to assist in
the execution of its responsibilities, namely the Audit Committee and
Remuneration Committee to oversee particular aspects of the Group
affairs. Further on 5 July 2005, the Board established the Nomination
Committee to ensure there is a formal, considered and transparent
procedure for the appointment of new directors to the Board.
Independent Non-Executive Directors play a vital role in these
committees to ensure that independent and objective views are

expressed and considered.
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CSMC TECHNOLOGIES CORPORATION

ADDITIONAL INFORMATION (continued)

The Audit 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.

All the members of the Audit Committee are Non-Executive Directors,
with a majority serving as Independent Directors. The Audit Committee

members include:

Mrs. Kum Loon OON (Chairperson)
Mr. YU Yu
Mr. Ralph Sytze YBEMA

The Audit Committee meets at least 4 times every year. For the six
months ended 30 June 2005, the Audit Committee met two 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.

The Remuneration Committee

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 Remuneration Committee
comprises three members, the majority of whom are Independent Non-

Executive Directors. They are:

Mr. Ken ONG Thiam Kin (Chairman)
Mr. Mark HSUE Chi Nan
Mr. Ralph Sytze YBEMA

For the six months ended 30 June 2005, the Remuneration Committee
met two times in the presence of members of the Group’s senior
management. 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 packages, upon request.
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ADDITIONAL INFORMATION (continued)

The Nomination Committee

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 Nomination Committee comprises five members, the majority of

whom are Independent Non-Executive Directors. They are:

Mr. Ralph Sytze YBEMA (Chairman)
Mrs. Kum Loon OON

Mr. Mark HSUE Chi Nan

Dr. CHEN Nan-xiang

Dr. Peter CHEN Cheng-yu

Meetings of Nomination Committee are held when necessary. The first

meeting was held on 5 July 2005.

Significant Investment, Acquisitions & Disposals of

Subsidiaries and Associates

As at 30 June 2005, the Group has no significant investment,

acquisition and disposal of subsidiaries and associates.
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CSMC TECHNOLOGIES CORPORATION

ADDITIONAL INFORMATION (continued)

Directors’ Interests in Shares, Underlying Shares and

Debentures of the Company

As at 30 June 2005, the interests or short positions held by the
Directors of the Company in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance “SFO"), as
recorded in the register required to be kept by the Company under
Section 352 of the SFO or otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies contained in the Listing Rules were as

follows:

- Shares allocated to the Directors under the Equity Incentive Plan

As at 30 June 2005, particulars of outstanding shares allocated to
Directors and connected persons (as defined in the Listing Rules) under

the Equity Incentive Plan were as follows:

Director =
Dr. Peter CHEN Cheng-yu PRIEFIE I
Mr. Robert LEE Naii FHERLE
Mr. TSAI Nein-nan SR ST A
Total Bt
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7
RZZEZRFAA=1TH  RERNHE
BEREEREEAL(EER L™

MAD DR RBEITRMDMFFRET ¢

Outstanding Approximate

Shares Allocated Percentage of
under the Equity Interest in the
Incentive Plan

RIE R0 REE S

Company

RALQ A ERED

BoEAARZKITRG BHOBED L
5,250,000 0.20%
3,750,000 0.14%
2,618,042 0.10%

11,618,042 0.44%



ADDITIONAL INFORMATION (continued)

- Ordinary shares held by the Directors

As at 30 June 2005, particulars of ordinary shares held by Directors and
connected persons (as defined in the Listing Rules), directly and

indirectly, were as follows:

Director £5
Dr. Peter CHEN Cheng-yu PR IEF18 =+
Mr. Robert LEE Naii FHERKE
Mr. TSAl Nein-nan B LA
Total 4t

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed otherwise in this report, as at 30 June 2005, the
directors of the Company or their respective associates had no other
interest or short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which are required to be notified to the
Company and the Hong Kong Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO, or as recorded in the register required to
be maintained pursuant to Section 352 of the SFO, or as otherwise to
be notified to the Company or the Hong Kong Stock Exchange
pursuant to the Model Code in the Listing Rules.

H &k )

— EEREMNEERRG
W-ZEREAA=+H BEEREE
AT (EHBTH) EEREEREEY
37 0 A 1 T

Approximate
Percentage of

Interest in the

Shares Held Company
RARBERD

BFER®D BB DL
10,220,963 0.38%
4,741,230 0.18%
2,099,913 0.08%

17,062,106 0.64%
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ADDITIONAL INFORMATION (continued)

Substantial Shareholders

So far as known to any Director of the Company, as at 30 June 2005,
shareholders (other than a Director or chief executive) who had interest
or short positions in the shares or underlying shares of the Company as
recorded in the register of the Company required to be kept under the

section 336 of part XV of the SFO, were as follows:

Capacity and
Name of shareholder Nature of Interest

BREREHE B RESRME

Faithway Resources Limited Beneficial Interest
X AR

Stockside Limited Beneficial Interest
Xm AR

Crown Crystal Investments Limited Beneficial Interest
Xm AREm

CSMC TECHNOLOGIES CORPORATION
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Percentage of
Aggregate Long
Position in
Shares to the
Total Issued

Share Capital

of the

Company

FERMEE

= NN T

Number of shares BT AN B
& B Baott
622,778,030 23.42%
261,614,616 9.84%
289,433,780 10.89%



ADDITIONAL INFORMATION (continued)

Share Option Plans

As disclosed in the 2004 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.

Movement in the number of outstanding shares under the Equity

Incentive Plan are as follows:

As at beginning of period/year 5 F 9]
Allocated 27
Issued 21T
As at end of period/year i,/ &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 2005, no option has

been granted to any participants.
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ADDITIONAL INFORMATION (continued)
Purchase, Sale or Redemption of the Company’s Listed
Securities

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the period.

Interim Result Reviewed by the Audit Committee and the
Auditor

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 2005.

On behalf of the Board

/ﬁ/" ~

Dr. Peter CHEN Cheng-yu

Chairman

Hong Kong, 12 August 2005

CSMC TECHNOLOGIES CORPORATION
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Condensed Consolidated Income Statement

For the six months ended 30 June 2005

BE_TZERFNA=1THINEA

Turnover

Cost of goods sold

Gross profit
Other gains
Selling and marketing costs

Administrative expenses

Operating (loss) profit

Finance costs

(Loss) profit before income tax

Income tax expense

(Loss) profit for the period

Attributable to:
Equity holders of the Company

(Loss) earnings per share for (loss)
profit attributable to the equity
holders of the Company
during the period

(expressed in United States dollar)

- basic

- diluted

Dividends (US$'000)

S
HERAR

ER

H b Y 28

HERMSHERX

TR

KE (BR)ER

MBER

BT &8 AT (B 1R) &

P8 3

IR (B18) i A

FEfR @A

ARRBRAFTH A

RARRAEFEA
BN (B1R)
@ N B R
(B #8) &7

(Exah)

— &K

i1 B8

Note

ff it

3,5

u v~ W

Are WaE K

Unaudited
Six months ended 30 June
RICERZ
BEANA=THILAX@EA

2005 2004
—EERF —TENF
US$’000 US$°000
ETT FET
(Restated)

(E3%)

32,511 34,415
(32,068) (24,557)
443 9,858

885 636
(833) (835)
(6,442) (5,145)
(5,947) 4,514
(616) (553)
(6,563) 3,961
525/ (586)
(6,038) 3,375
(6,038) 3,375
(0.0023) 0.0020
(0.0022) i A
1,705 1,338
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Condensed Consolidated Balance Sheet

As at 30 June 2005
RZFEFRFANHA=1H

ASSETS

Non-current assets

Property, plant and equipment
Land use rights

Intangible assets

Deferred tax assets

Current assets

Inventories

Trade and note receivables
Prepayments and other receivables

Due from related parties

CSMC TECHNOLOGIES CORPORATION

Due from a shareholder
Tax recoverable
Restricted bank deposits

Cash and bank balances

Total assets

Interim Report 2005

Note
&
BE
FRBEE
mE -~ BB R&RE 10
=+ b A A 10
BEEE 10
RERIEE E
TRENE B
e

WE ZFERREBRERE 11
T8 5 518 R H Ath FE W K18

FE U B & A = FRIA 18(c)
&t — & AR R k1B

AT 45 21 % 18

BRFIRITHER

Re RIBITHER

BRGREEERTS

Mt

\

~

Unaudited
RBERZ
30 June
2005
—EERE
ANB=TH
US$°000
FET

147,918
548
1,010
524

150,000

16,074
13,832
2,689
876

6

824
1,990
22,324

58,615

208,615

=

Restated

Fegecpdl

31 December
2004
—TTYF
+=—A=+—8
US$'000

FET

137,965
554
837
278

139,634

16,553
16,467
1,273
783

6

329
24,463

59,874

199,508



Condensed Consolidated Balance Sheet (continued)

As at 30 June 2005
RZFFRFNHA=1H

EQUITY

Share capital

Other reserves

Retained earnings
- Proposed final dividend
- Others

LIABILITIES

Current liabilities

Trade and note payables
Accruals and other payables
Advances from customers
Taxation payable

Due to related parties
Short-term bank loans

Dividend payables

Total equity and liabilities

Net current assets

Total assets less current liabilities

Note
Kzt
s
[N 12
H % & 13
RE &R
—BEARHRKRE
—Hfth
a8fE
S IR=Ri=

ERESERREMNZE 14
FEET & A R H i & 1~ 7B

T8 k18

FE S 818

JE 1~ B 38 A = 5RIE 18(c)
RERTER 15
FE - AR 5.

BRFeEEERER @

Unaudited
RBERZ
30 June
2005
—EERE
ANB=TH
US$°000
FET

34,087
117,048

2,757

153,892

13,137
1,339
2,459

819
36,544
425

54,723

208,615

3,892

153,892

Restated

4B 5|

31 December
2004
—ETYF
+=—A=+—8
US$'000

FET

33,540
116,373

1,705
8,795

160,413

b EHEEET KE

15,373
3,395
1,321
962
544
17,500

39,095

199,508
20,779

160,413
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CSMC TECHNOLOGIES CORPORATION

Condensed Consolidated Statement of Changes in Equity B4R & #E 2 &

For the six months ended 30 June 2005
HE—_FTERAFANA=+HIEANEA

Balance as at 1 January 2004 (Audited)

Issuance of warrants (Note 12(ii))

Repurchase and currency re-denomination

of share capital (Note 12(i))
Share issuance expenses

Exercise of warrants (Note 12(ii))

Issuance of shares upon listing (Note 12(iii))

Profit for the year
Appropriation to statutory reserves

Translation adjustments

Balance as at 31 December 2004
as previously reported (Audited)
Effect on changes of accounting policies

(Note 2(a))

Balance as at 31 December 2004,
restated (Unaudited)

Issuance of shares under Equity
Incentive Plan (Note 12)

Dividends (Note 9(ii))

Loss for the period

Translation adjustments

Balance as at 30 June 2005
(Unaudited)
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Share Other Retained
capital reserves earnings Total
R Hitke  RE&RF @t
Us$'000 US$'000 US$'000 US$'000
FET FET FET FET

—ZENF-F-H

He (RER) 16 92,836 2,375 95,227
BATRBAER (P 12i) — 17,400 — 17,400
BORNHREERAEKEN

(K3 &E120) 21,270 (21,270) — —
BRI BITHX — (7:433) — (7,433)
TR AR 2 (B 2T 12(10) 3,480 (3,480) — —
LB B AT AR AR (B 12(iii) 8,774 35,098 — 43,872
FE — — 11,342 11,342
PEEETHE — 2,046 (2,046) —
ENHE - 5 - 5
WAZSIN-ZENE

TZAZT-B&H(KER) 33540 115,202 11,671 160,413
B BREH oW E

(Pt 3 2(a)) - 1171 (1,171) —
—EEMFE+-A=1+—H

it EBY (REER) 33,540 116,373 10,500 160,413
RER D RE) B ETHRH

(Kt3E12) 547 677 — 1,224
f& 8 (B E9i) — — (1,705) (1,705)
HAER — — (6,038) (6,038)
B3 AR — ) — )
“EZRERAZTRER

(REER) 34,087 117,048 2,757 153,892




Condensed Consolidated Cash Flow Statement RS8R S RE R

For the six months ended 30 June 2005
HE_—_FTERAFANA=+HIEANEA

Unaudited
Six months ended 30 June
RIBER
BEAA=+tHLEREA

2005 2004

— —EFEE

US$°000 US$'000

ETT FET

Net cash inflow from operating activities ~ #% & )& E) T E £ RV IR € A JF = 804 9,580

Net cash used in investing activities KEEBMEBAMNREFRE (20,708) (29,404)

Net cash inflow from financing activities REEDMEENBESRAFE 17,765 16,145
I T .
Decrease in cash and cash equivalents RERBESEBYR D (2,139) (3,679) o
[Fr
. SE SR Ak B 488 i
Effect on foreign exchange rate changes EXEBTE — 2 2
s
Cash and cash equivalents at beginning Ei IR € KK £ af
e fem <
of period £EY 24,463 39,138 S
al

Cash and cash equivalents HENRER

at end of period ReEEY 22,324 35,461

FHHE 2005



Notes to the Condensed Interim Report 5 BH & HA 2k &5 Fff 5

30 June 2005
—EFERAFANA=1H

CSMC TECHNOLOGIES CORPORATION

BASIS OF PREPARATION AND ACCOUNTING POLICIES

This unaudited condensed consolidated financial information has
been prepared in accordance with Hong Kong Accounting
Standard (“HKAS") 34 “Interim Financial Reporting” issued by the

Hong Kong Institute of Certified Public Accountants.

This condensed consolidated financial information should be read

in conjunction with the 2004 annual financial statements.

The accounting policies and methods of computation used in the
preparation of this condensed consolidated financial information
are consistent with those used in the annual financial statements
for the year ended 31 December 2004 except that the Group has
changed certain of its accounting policies following its adoption
of new/revised Hong Kong Financial Reporting Standards and
Hong Kong Accounting Standards (“new HKFRS") which are
effective for accounting periods commencing on or after 1

January 2005.

This interim financial information has been prepared in
accordance with those HKFRS standards and interpretations issued
and effective as at the time of preparing this information (July
2005). The HKFRS standards and interpretations that will be
applicable at 31 December 2005, including those that will be
applicable on an optional basis, are not known with certainty at

the time of preparing this interim financial information.

The changes to the Group’s accounting policies and the effect of

adopting these new policies are set out in note 2 below.
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

2. CHANGES IN ACCOUNTING POLICIES

(@) Effect of adopting new HKFRS

In 2005, the Group adopted the new/revised standards of
HKFRS below, which are relevant to its operations. The 2004
comparatives have been amended as required, in accordance

with the relevant requirements.

2.

75 B AP HR R 5 B AT ()

S BEEH
(a) FRAREEHHEIREER M

£

LERBNEE! ﬁfx#&%ﬁ =]
w0 @SR - — EE
ﬁﬁ’ﬂttf%&(?ﬁﬁﬁ-ﬁ%ﬁ%ﬁi
EH B IER

/J

HKAS 1 Presentation of Financial Statements
Be st R E15% L E e 0|
HKAS 2 Inventories
BEA ST ERIFE 2% e~y
HKAS 7 Cash Flow Statements
BEA ST ERIETR REamER
HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

BB GaT ERF 85k

EiHEK - B A BB RER

HKAS 10 Events after the Balance Sheet Date
BB EFERIE 1057 BEBRMNER
HKAS 16 Property, Plant and Equipment
BB EERIFE 165 ME - BERERE
HKAS 17 Leases

SRTERIFE 175 HE

HKAS 21

BEGREAR

215%

The Effects of Changes in Foreign Exchange Rates

HKAS 23 Borrowing Costs

BB a5 ERIFE 235 B KA

HKAS 24 Related Party Disclosures

&R GRS 245 BAEALHRE

HKAS 27 Consolidated and Separate Financial Statements
BB E s ERIE 275 fra BB 15 WK

HKAS 28 Investments in Associates

BB a5 ERIFE 285 REZERRNIRE

HKAS 31 Investments in Joint Ventures

B st ERIE 3157 RELEERNKRE

HKAS 32 Financial Instruments: Disclosures and Presentation

BEGREAR

325k

SR TE: HEEZT

EeHEXHREETRSE
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Notes to the Condensed Interim Report (continuesy 5 BF FF HA 3 &5 B 5% ()

30 June 2005
—EFERFANA=TAH

2. CHANGES IN ACCOUNTING POLICIES (Continued) 2. B BEEE (&)

(a) FRANREEHEIREERBZ
& (&)

(@) Effect of adopting new HKFRS (Continued)

BEGERE

255

PARS A7 7% 7K 89 15 3K

HKAS 33 Earnings per Share
HE G LRI F335R BRAEN
HKAS 36 Impairment of Assets
BB s RIS 365% BERE
HKAS 38 Intangible Assets
BB g RIS 3855 BILEE
z HKAS 39 Financial Instruments: Recognition and Measurement
@] _ . Al =
e &2 G RIS 395 TRITA : BRAKFE
<
o HKAS 40 Investment Property
@ N S e o S \
o BB G RIS 405% BREMHE
8 HKAS-Int 12 Scope of HKAS-Int 12 Consolidation — Special Purpose Entities
" ERGTEM—REE 125 ERGHEN—REFN2REHNBE—SRER
L
o HKAS-Int 15 Operating Leases — Incentives
S BB G EA—REE 155 BT — W
@]
z HKAS-Int 21 Income Taxes — Recovery of Revalued Non-Depreciated Assets
T . an s N .y - .
O EREFER—REE21H s —EESEMETEEE
(NN)
= HKFRS 2 Share — based Payments
@]
>
@)
@]

HKFRS 3

BAGERE
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

2. CHANGES IN ACCOUNTING POLICIES (Continued)

(@) Effect of adopting new HKFRS (Continued)

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 16, 21,
23,24, 27,28, 31, 32, 33, 36, 39, 40, HKAS-Ints 12, 15 and
21 and HKFRS 3 did not result in substantial changes to the

Group's accounting policies. In summary:

- HKASs 1, 2, 7, 8, 10, 16, 23, 27, 28, 31, 32, 33, 36,
39, 40, HKAS-Ints 12, 15 and 21 and HKFRS 3 had no

material effect on the Group’s policies.

- HKAS 21 had no material effect on the Group’s policy.
The functional currency of each of the consolidated
entities has been re-evaluated based on the guidance
to the revised standard. All the Group entities have the
same functional currency as the presentation currency

for respective entity financial statements.

- HKAS 24 has affected the identification of related

parties and some other related-party disclosures.
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CSMC TECHNOLOGIES CORPORATION

Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(@) Effect of adopting new HKFRS (Continued)

The adoption of revised HKAS 17 has resulted in a change in
the accounting policy relating to the reclassification of
leasehold land and land use rights from property, plant and
equipment to operating leases. The up-front prepayments
made for the leasehold land and land use rights are
expensed in the income statement on a straight-line basis
over the period of the lease or where there is impairment,
the impairment is expensed in the income statement. In prior
years, the leasehold land was accounted for at cost less

accumulated depreciation and accumulated impairment.

The adoption of HKFRS 2 has resulted in a change in the
accounting policy for share-based payments. Until 31
December 2004, the provision of shares under the
Company’'s “Equity Incentive Plan” did not result in an
expense in the income statements. Effective on 1 January
2005, the Group expenses the cost of shares granted under
the Equity Incentive Plan in the income statement. As a
transitional provision, the cost of share granted under the
Equity Incentive Plan after 7 November 2002 and had not
yet vested on 1 January 2005 was expensed retrospectively

in the income statement of the respective periods (Note 5).

The Group has reassessed the useful lives of its intangible
assets in accordance with the provisions of HKAS 38. No

adjustment resulted from this reassessment.
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

2. CHANGES IN ACCOUNTING POLICIES (Continued)

(@) Effect of adopting new HKFRS (Continued)

All changes in the accounting policies have been made in
accordance with the transition provisions in the respective
standards. All standards adopted by the Group require
retrospective application other than HKFRS 2 which only
requires retrospective application for all equity instruments

granted after 7 November 2002 and not vested at 1 January

2005.

The adoption of revised HKFRS 2 resulted in:

Increase in cost of goods sold

Increase in selling and
marketing costs

Increase in administrative
expense

Decrease in basic earnings
per share

Decrease in diluted

earnings per share

5 & A S48 A

HERMS

1 [ B S 18 N

TR X
1N

BREXR
2 Fm D
2 I

RIBH R B &=

B 5% ()

2. BIFBER2H (B)

(a)

Year ended
31 December
BHE+-A
=+—H
I E
2004
—EEmE
US$°000

576

126

469

0.0006

0.0005

R B8R 88 & 2R A %2
& (&)

EHHEERBESIBENNA
BMRSELFTE #8) - K&
B Fr e e — R E R
EH BRI GUER - S
B R 2RI FE 258 BR AN
HATESUR-_TT_F+
—AtBERKEER_ZTTR
F-A—BERGEBHNAER
Z T AFEEHENIEE
)E,Ej o

RN ENE ST B 7B B G R 5 4B
%zﬁ%ﬁ:

Six months

ended 30 June

BE

AB=+8

IE 5548 A

2005 2004
—®TEF —FTTME
US$°000 US$°000
392 207
85 45
319 169
0.0003 0.0003
0.0003 —

=

T B

=

[ERRAN =R SO
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CSMC TECHNOLOGIES CORPORATION

Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=TAH

2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(b) Foreign currency translation

(i)

(ii)

(iii)

Functional and presentation currency

Items included in the accounts of each of the Group's
entities are measured using the currency of the primary
economic environment in which the entity operates
(the “functional currency”). The consolidated accounts
are presented in United States dollars, which is the

Company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in

the income statement.

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency are

translated into the presentation currency as follows:

(1) assets and liabilities for each balance sheet
presented are translated at the closing rate at the

date of that balance sheet;
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(b)  Foreign currency translation (Continued)

©

(iii)  Group companies (Continued)

(2) income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation of
the cumulative effect of the rates prevailing on
the transaction dates, in which case income and
expenses are translated at the dates of the

transactions); and

(3) all resulting exchange differences are recognized

as a separate component of equity.

Impairment of assets

Assets that have an indefinite useful life are not subject to
amortization, which are at least tested annually for
impairment are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. Assets that are subject to
amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is
recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are

separately identifiable cash flows (cash-generating units).

2.
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CSMC TECHNOLOGIES CORPORATION

Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=TAH

2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(d)

(e)

Investments - loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. They arise when the Group provides money,
goods or services directly to a debtor with no intention of
trading the receivable. They are included in current assets,
except for maturities greater than 12 months after the
balance sheet date. These are classified as non-current
assets. Loans and receivables are included in trade and other

receivables in the balance sheet.

Trade and other receivables

Trade and other receivables are recognized initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.
A provision for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is
the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at
the effective interest rate. The amount of the provision is

recognized in the income statement.
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

2. CHANGES IN ACCOUNTING POLICIES (Continued)

)

()]

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of

tax, from the proceeds.
Borrowings

Borrowings are recognized initially at fair value, net of
transaction costs incurred. Transaction costs are incremental
costs that are directly attributable to the acquisition, issue or
disposal of a financial asset or financial liability, including fees
and commissions paid to agents, advisers, brokers and dealers,
levies by regulatory agencies and securities exchanges, and
transfer taxes and duties. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognized in the
income statement over the period of the borrowings using the

effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the

liability for at least 12 months after the balance sheet date.

RIBH R B &=

B 5% ()
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(f)
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CSMC TECHNOLOGIES CORPORATION

Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

2.

CHANGES IN ACCOUNTING POLICIES (Continued)

(h)  Share based compensation

(i)

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee services
received in exchange for the grant of shares granted under
the Equity Incentive Plan is recognized as an expense. The
total amount to be expensed over the vesting period is
determined by reference to the fair value of the shares
granted, excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets). Non-market vesting conditions are included in
assumptions about the number of shares that are expected
to become exercisable. At each balance sheet date, the
entity revises its estimates of the number of shares that are
expected to become exercisable. It recognizes the impact of
the revision of original estimates, if any, in the income
statement, and a corresponding adjustment to equity over

the remaining vesting period.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)

and share premium when the shares are issued.

Interest income

Interest income is recognized on a time-proportion basis
using the effective interest method. When a receivable is
impaired, the Group reduces the carrying amount to its
recoverable amount, being the estimated future cash flow
discounted at original effective interest rate of the
instrument, and continues unwinding the discount as
interest income. Interest income on impaired loans is
recognized either as cash is collected or on a cost-recovery

basis as conditions warrant.
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

2. CHANGES IN ACCOUNTING POLICIES (Continued)

()  Comparatives

Certain comparative figures were reclassified to conform to

the current period presentation.

3. SEGMENT INFORMATION

The Group has only one business segment which is the

manufacturing of integrated circuit and related products.

An analysis by geographical segment, as determined by location

of ultimate customers, is as follows:

The PRC
Asia, other than the PRC
United States

Europe

Total

& Bl
M (R BRSM)
XE
B

HmE

2. BHBES® ()
HEHT

1)

3. DEEHR
REEME - XD B RRERK
ERNMHEBEM® -

f5 AR AP B SR &5 M9 5 ()

ETHERBFOLEN - UF
EAXRMENZ2HRTA -

R P P T A0 M8 2 3
SHTEAE ¢

Six months ended 30 June 2005

BE-ZTHEFAA=HALAES °
Cost of :
Turnover goods sold Gross profit g
R HEMA E A st
US$’000 US$’000 US$’000 ::;":
ET ETT ETT »
ol
21,658 (21,043) 615
7,608 (8,381) (773)
1,877 (1,439) 438
1,368 (1,205) 163
32,511 (32,068) 443
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

3. SEGMENT INFORMATION (Continued)

CSMC TECHNOLOGIES CORPORATION

SRR AR B SR &5 MY 5E ()

3. DEER (&)
Six months ended 30 June 2004
BE—_ZZNFSA=1+HILEA

Cost of
Turnover goods sold Gross profit
=X $H & BN E 7
US$°000 US$°000 US$°000
FET FET FET
The PRC H 21,332 (14,571) 6,761
Asia, other than the PRC oM (R B BR 51 9,216 (7,055) 2,161
United States == 3,491 (2,741) 750
Europe H 376 (190) 186
Total R 34,415 (24,557) 9,858

No segment information by location of assets is presented as the

majority of the Group’s assets are located in the PRC.

OTHER GAINS

Interest income
Refund of value-added tax (a)

Others
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Six months ended 30 June

BEANA=1THILEARMEAR

2005 2004
—ERHE —TEmE
Us$’000 US$°000
FET FET

88 106

746 507

51 23

885 636



Notes to the Condensed Interim Report (continves) & BB AR HA 35 &5 B 5F (42)

30 June 2005
—EFERFANA=1H

4. OTHER GAINS (Continued) 4. HftWz (&)

(@) According to relevant PRC rules and regulations, CSMC (a) RIEFRBEMAREEG FIER 0 A
Technologies Fab 1 Co., Ltd. (“Fab 1“), the Company’s only N ) ME— A R B A RS RO BT
operating subsidiary in the PRC, being a qualified BAREGER EFEE
manufacturer of micro-electronics products, is entitled to BRAFR([—R]) BE BRI
refund of VAT from 1 July 2000 to 31 March 2005. Since 1 EFfEmMREY  HZTEZTET
January 2002, the net VAT payables related to domestic sales FHtA—HE_ZTZERF=A
were firstly paid to the tax bureau and any portion in excess =+ —HEEEHRT - B=
of 3% of domestic sales would be refunded. The Group’s ZE—F—A—B8 —HH
VAT refund for the period ended 30 June 2005 amounted to SR AERE MBS BT (A
approximately US$ 746,000 (2004: US$ 507,000). Such VAT TR ERERAANHEEI%
refund has been recorded on cash basis. WERIEENFE - NEEE

E-ZEERFRA=THIH
MEORBERERBOR

=

746,000% 70 (Z B E 4 : b
507,00055 7T) ° XM EBLEB .
¥
EUABRESEEALR - s
ot
i
5. EXPENSES BY NATURE 5. X (EMEDE) 5
N al
Expenses included in cost of goods sold, selling and marketing HEKRA - SHERMIZHERSY -
costs and administrative expenses are analyzed as follows: THRAXAMEENERSTES W
T

Six months ended 30 June

BEXNA=ZtRHILXER

2005 2004
—ZEERF —EETMEF
US$°000 US$°000
FET TFET
Depreciation, amortization and wE #iER
impairment expenses (Note 10) B R 10,707 6,214
Employee benefit expense EERMAX 5,606 4,542
Changes in inventories of 25K mm 2 1 B i
finished goods and work-in-progress nNiFES 200 1,079
Raw materials and consumables used BT A R A L K OH #E SR 10,979 11,632
Write-down of inventories to net 7 E MR ZE
realisable value AR FE 771 111

Provision for impairment of receivables JE W SR IE R B 22 1,204 193

B E 2005
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CSMC TECHNOLOGIES CORPORATION

FINANCE COSTS

Finance costs represent interest expense on bank borrowings.

INCOME TAX EXPENSE

The Company is exempted from 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 People’s Republic of
China (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 is 33%. However, being located in the
“0ld Urban Area of Costal Open Economic Zone" (J /& 4% 7% #
A EME), CSMC Technologies Fab1 Co., Ltd. (“Fab1”),
the only operating subsidiary of the Group in the PRC, 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”, Fab1 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 Fab1 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 Fab1 was 1999.
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

7.

INCOME TAX EXPENSE (Continued)

In April 2005, Fab1 received approval from the PRC National
Administration of Taxation to be classified as an encouraged
technology intensive foreign investment enterprise. 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 to reflect the preferential EIT rate of

10%.

The amount of taxation credited/charged to the consolidated

profit and loss accounts represents:

Current income tax WITREH

- PRC taxation — B 18

- Reversal of over-accrued EIT — RO BEMEH
Deferred income tax BIEFTE

75 B AP HR R 5 B AT ()

FREBIF (&)

R-ZEZFTRFWA - —WWH¢I
BRI EBOIE - D/
?@&mm%@%ﬁ&ﬁmioﬁ
t- B-TZEME—H—HE  —
Fﬁm%% SREE16%MNEERR
= o A - BIBREINHRERE
FIEHUE  IINERERENDEM
SR ERES10% * BT - #A
—BREE—_TSTNFE_TETX
F+_A=+—HILEFENDEFR
SHES0% R E - —BRIDEER10%
RSN EHNTIE - BE
—EENF+-_A=1+—AHLHF
B BERI2%ZEHRZBEME
A /279,000 T E WA E - XA
R10%E B EFMEHEBETE -

RiZEBRRA A/ MBRNHIES
B

Six months ended 30 June

BEXNA=ZtTRHILXER

2005 2004
—REHF —ETmE
US$°000 US$'000
257 FETT

= 586

(279) =

(246) =

(525) 586

=

BT EFETRE

B E 2005



Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=TAH

8. (LOSS) EARNINGS PER SHARE

Basic

Basic earnings per share is calculated by dividing the profit

attributable to equity holders of the Company by the weighted

average number of ordinary shares in issue during the period.

(Loss) profit attributable to equity
holders of the Company
(US$'000)

Weighted average number of
ordinary shares in issue (‘000)

Basic (loss) earnings per share

(US$ per share)

Diluted

RKRABBRAFTEA
fefn (B 18) i 7
(F=7T)

ERErilk:

Fig kg (TR0

BREN (BB &N
(%7T)

Diluted earnings per share is calculated by adjusting the weighted

18 AR H SR &

CSMC TECHNOLOGIES CORPORATION

average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. For the six
months ended 30 June 2005, the Company has only one category
of dilutive potential ordinary share: share issued under the Equity
Incentive Plan (Note 12). A 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 shares granted under
the Equity Incentive Plan. The number of shares calculated as
above is compared with the number of shares that would have
been issued assuming the issuance of the shares under the Equity

Incentive Plan.
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Six months ended 30 June

BEASNA=THLEAREAR

2005 2004
—EERF —EEFF
(6,038) 3,375
2,655,213 1,657,987

(0.0023) 0.0020
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Notes to the Condensed Interim Report (continues) & BF FR HA 3y &5 fY 5 (48)

30 June 2005
—EFERFNA=1H
8. (LOSS) EARNINGS PER SHARE (Continued) 8. BR(E#E) AR (&)

Six months ended

30 June 2005

BEXA=1H
IEREA
—ZEZREF
(Loss) profit attributable to RRABRAEAFE A
equity holders of the Company (US$'000) FE15 (B518) & ) (F3=7T) (6,038)
Weighted average number of i AR N A
ordinary shares in issue (‘000) 19 AR B (FAR) 2,655,213
Adjustment for Equity Incentive Plan (‘000) IR1n R ET A E (FR) 108,431
Weighted average number of ordinary shares BREERNMNEBR .
for diluted earnings per share DN 5 AR 8 (F ) 2,763,644 3
[Fr
Diluted (loss) earnings per share BRREE (518) *j
(US$ per share) & A (E£7T) (0.0022) ;4_
e it
No diluted earnings per share for the six months ended 30 June BE _TTMEFRA=1THIXE Rj
2004 is presented as the potential dilutive ordinary shares were ARek#EsRaMNITEZY, ARE a
anti-dilutive. ER#sEBRAEREEER -
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=TAH

9. DIVIDENDS

Interim dividend (i) H ER AR B ()
Final dividend proposed of # Ik 3 A% & 8 A% 0.0057% 7T

HK$0.005 per ordinary share (ii) 9 7R HA AR 2. (i)

(i) In March 2004, the Company declared a dividend of
US$1,338,000 which was satisfied by a bonus issue pursuant
to which a total of 1,338,000 ordinary shares of US$0.0001
each of the Company were allotted and issued by the
capitalisation of the sum of US$133.8 then standing to the

credit of the share premium account of the Company.

(i) In March 2005, the Company declared a final dividend of
HK$0.005 (equivalent to approximately US$0.00064) per

CSMC TECHNOLOGIES CORPORATION

ordinary share for the financial year ended 31 December

2004.
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SRR AR B SR &5 MY 5E ()

Six months ended 30 June

BEASNA=THLEAREAR

2005 2004
—EETHF —TTmE
= 1,338

1,705 =

(ii)

1,705 1,338

R-ZZTWF=R » ARRE
K% 51,338,000 7T © LAAL
MBATRAEN - &L > AR
AR & 1B AR R B4 B R Y
HIE133.8XLAA(L » BL%
KRBT R &R E E0.0001
ETHE B S #£1,338,000
P& o

MR-ZTZTRE=F  AQAH
HE-ZTNFE+=-_A=*+—
BLEMBFESRAGRES
A% i 38 A% 0.0067 T (KB E R
#70.000643% L) °



Notes to the Condensed Interim Report (continues) 5 BB 7R B R 25 B 5% (42)
30 June 2005
—EERFENH=+H
10. CAPITAL EXPENDITURE BEARRX
Property,
plant and Land Intangible
equipment use rights assets
R i A BVEE
US$'000 US$'000 UsS$'000
TE7T FET TET
Opening net book amount R_EZHRF—H—H
as at 1 January 2005 H RS E 137,965 554 837
Addition 1 m 20,764 — 88
Transfer 8% (125) — 125
Disposal & (25) — —
Depreciation/amortization charges WE/HBHEER (10,661) (6) (40) it
N:
Closing net book amount R—ZZEZERFAA=1H it
as at 30 June 2005 R RR % E 147,918 548 1,010 i
art
Opening net book amount R-ZZTENE—HF—H f
as at 1 January 2004 H RS E 82,830 567 395 l
Additions 1 m 24,995 — 431
Depreciation/amortisation charge WE/BHER (6,167) ©9) (38)
Closing net book amount RZZTEWNESA=1H
as at 30 June 2004 HRARE R E 101,658 558 788
Additions 1 m 46,609 — 96
Disposals HE (25) — —
Depreciation/amortisation charge WE /#iHER (8,647) (4) (47)
Impairment BB (1,630) = —
Closing net book amount R_ZTENF
as at 31 December 2004 +=-—A=+—H”
R % E 137,965 554 837
As at 30 June 2005, certain of the Group’s machinery and RZZEZERFAA=1+H ' K&

BREF(E 4 412,219,000 T HY &
?“ﬁmh%fwﬁﬂ - AEEUE
F(FtsE15) ©

equipment with net book value of approximately US$12,219,000
were mortgaged as collateral to secure the Group’s short-term T 23
bank loans (Note 15). HER 1T

HE & 2005
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30 June 2005
—EFERAFANA=1H

11. TRADE AND NOTE RECEIVABLES M. BRESERKREE
30 June 31 December
2005 2004
Siit —EEME
XB=+E +=A=+-H
US$’000 US$'000
ETT FET
Trade receivables 2 5 AR
- related parties —BEAT 3,812 5,707
z - others —Hf 11,407 10,235
@)
= Less: provision for impairment B FE UK IR R (B ZE
<
o of receivables (1,867) (663)
@) - -
o
o
(@) 13,352 15,279
&)
0 Note receivables e E & 480 1,188
i . -
@
(@] 13,832 16,467
- -
@)
2 N
T The carrying amount of trade receivables approximates to the fair EWEZERANEHENREARE
0
E value. (ER
0
>
0
0
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

11.

TRADE AND NOTE RECEIVABLES (Continued)

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 on
letter of credit. At 30 June 2005, the ageing analysis of the trade
receivables (including amounts due to related parties of trading in

nature) was as follows:

0 to 30 days 0Z30H

30 to 90 days 302 90H
90 to 180 days 90£180H
180 to 360 days 180& 360 H

There is no concentration of credit risk with respect to trade
receivables, as the Group has a large number of customers,

internationally dispersed.

The Group has recognized a loss of US$1,204,000 (2004:
US$193,000) for the impairment of its trade receivables during
the six months ended 30 June 2005. The loss has been included in

general and administrative costs in the income statement.

5 AR AP B SR &5 MY 5 (@)

M. BREZRAKRREE (&)

AEBE—RETEF0-90BEE
B o Ao HENERE S AETT -
R-ZZEZERFEA=1H " EKEZ

SEFNERBESTOT :
30 June 31 December
2005 2004
—ETHF —TENF
~NAB=TH +=-—A=+—H
US$°000 US$'000
=TT FET
8,349 8,041
4,219 7,234
599 1,068
665 124
13,832 16,467

HRAEEEEAREEF - HOH
WREM - WEREZRFTH
VEEHNEERR -

REBRBEZZTRAF A=
HIE/SE A B85 E W E 5 AR K
B (B /B8 1,204,000 7T (—Z 2T Y
% : 193,000 7T) - ZEEEMA
Bm ik —MRITBAIH -

B E 2005

=

T B

=

[ERRAN =R SO



Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

12. SHARE CAPITAL

Authorised

- 10,000,000,000
(2004: 10,000,000,000)
ordinary shares of HK$0.1 each

Issued and fully paid

- 2,658,812,559
(2004: 2,616,146,000)
ordinary shares of HK$0.1 each

CSMC TECHNOLOGIES CORPORATION

Interim Report 2005

12. B
30 June
2005
—ZTERF
A~AB=+AH
US$°000
=7
5 TR AR
—10,000,000,000%
—TTPF
10,000,000,000/% )
BEREBECIBITHL AR 128,205
BEBITRAR
—2,658,812,5590%
(ZEZTIMF :
2,616,146,0000%)
ERAEECIB TN LR 34,087

SRR AR B SR &5 MY 5E ()

31 December

2004

—TTNFE
+-—A=+—H
US$°000

FET

128,205

33,540



Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

12. SHARE CAPITAL (Continued)

Movements in share capital during the period was as follows:

As at 1January 2004

Dividends satisfied by
shares (Note 9(i))

Issuance of shares

US$ denominated

ordinary share

Repurchase and currency & Bl i% {0 &

re-denomination

of share capital (i)

As at 30 June 2004

Exercise of warrants (ii)
Issuance of shares

upon listing (iii)

As at 31 December
2004

Share issued under the

Equity Incentive Plan

As at 30 June 2005

US$ denominated

preferred shares

5 AR AP B SR &5 MY 5 (@)

12. BR7& (&)

HIA R IR AN ZE T

HK$ denominated

ordinary share

LETTHIEN LLETTHIERN LB THIER
EER BER RN
Number of Number of Number of
shares  Amount shares  Amount shares  Amount
g 4= ¥ BROKE B ROHE ok
‘000 US$'000 ‘000 US$'000 ‘000  US$'000
TR TE7x TR TE7T TR TE7x
R_ZETMF
—HA—H 111,800 11 52,200 5 — — i
VAR 1 & 15 E
ik 2 _\—zg
(K 5% 90)) 1,338 — — — — — §
BTN, 691 — — . . . =
>
al
BERR
E®EAG  (113,829) (1)  (52,200) (5) 1,660,291 21,286
RZEZTNF
~NA=+AH — — — — 1,660,291 21,286
17 15 SR AR HE 7% (i) — — — — 271,440 3,480
R T
A& A (i) — — — — 684,415 8,774
R-ZEZNF
+=A
=+—H — — — — 2,616,146 33,540
R AR A% 17 22 B
sTEl# 1T
&9 A& 17 — — — — 42,667 547
RZZETRF
NA=TH — — — — 2,658,813 34,087

wmuz 2005 [N
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

12. SHARE CAPITAL (Continued)

@)

(if)

(iif)

On 8 May 2004, 113,829,109 ordinary shares and 52,200,000
preferred shares of US$0.0001 each were repurchased and
1,660,291,090 ordinary shares of HK$0.1 each were allotted
and issued, credited as fully paid, to the former holders of such
ordinary and preferred shares in exchange therefor on a pro

rata basis.

On 27 February 2004, the Company issued 17,400,000 unlisted
warrants at US$1 each with total proceeds of US$17,400,000.

Upon listing, all of the 17,400,000 warrants were exercised
and consequently 271,440,000 ordinary shares with a par
value of HK$0.1 (equivalent to approximately US$0.013) each
were issued at HK$0.5 (equivalent to approximately
US$0.064) each according to the terms of the warrants
resulting in a share premium of approximately

US$13,920,000.

684,415,000 ordinary shares of HK$0.1 (equivalent to
approximately US$0.0128) each were issued upon the
Company’s initial public offering of shares at an issue price of
HK$0.5 (equivalent to approximately US$0.064) each on 13
August 2004, resulting in a share premium of approximately

US$35,098,000.

Interim Report 2005

SRR AR B SR &5 MY 5E ()

12. B2 (&)

(i)

(ii)

(iii)

R-_ZEZTOERANR
113,829,109 EBEMB K
52,200,000/ & i [ {5.0.0001
XLMEBERCWER - UK
1,660,291,090/% & A E {50.1
75 7T R R U A RR DI BUR BY
THAERRETTRZEEBR
REFRBRIOBIRHAA - SR
I ER B A7) o

R_ZBZMF_A-_++tH "
AARB®REM1 ETLBT
17,400,0000% 3F 1 R A% #E
FOAHMBREAR

17,400,000 7T °

R _Em % > 17,400,0001% 52 B%
RECERETE Bt - 8
BRIREZNIER  2ERER
0.5/ 7T (FHEF M £90.064% L)
2% 77271,440,000/% & i M &
0.1 7T (FHE R 470.013% 7T)
WmEBR  SHELED
13,920,000% 7T KRR 19 & B ©

RARRERXAREERN
% R-_TTENFNA+=H
1R TESROSE T (FHER
#70.0643 JT.) #17684,415,000
BEREECIEIT FEERY
0.0128% L) MEBEAR - B
7 4 #935,098,0003% 7T H A% 17



Notes to the Condensed Interim Report (continuesy 5 B A BB 3 &5 B 5F (&)
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—EERFANA=T1H

12. SHARE CAPITAL (Continued) 12. BRZAN (&)

Equity Incentive Plan

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.

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 any 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. The Group has no legal or

constructive obligation to repurchase or settle the shares in cash.

R 17 &R st &

RARBREN_ZZWFE A ANB
BBERRBR - HERKID
REEHE] - RIEETE - AQFA
AARRRREMBARNZBES
REZ(BRHTES  FNTE
ENBIUFANTES) ([FHE2HE
EDOBEARRNKRE o Ikt RE
AEEEEASENTRAEBRE
BUABRRENAZFEEAR » LA
HBWEHRBARER - 513 B RS
BHE AT F -

BB RENGTE] - PIAEM T 81T
HREZRHTEBABRARTER
BITIRER15% + MRET AR FEW
H b g 8 =Rt 8 (W A) ﬁﬁﬁj% &
THREHB % - TEBEEAR
EBITIRER30% ° LN - E/\\\EETEJ
BA IR AR 2 B AR () SR B 5t & T B 31T
R ZELRE - TSHBBE L —EMK
FENZE —(EEEREERRES
REBETHRELHAI30% °

BIEME - RO REE S D EC
B B % H BT ER
AR D BRE IR B SR A SRR AT 8
SEEZLT - EHENRESER
ZERECHRBEBEALR T RE
WERREBL2EENEARFERATE
FLABETT - RO REAE2EER
1R i B A I R AN B AR0.01 R T AT
BEM - ZEFCHGEBIELHF
I ERG AR T AR T2 EE -
AEEBYEXEXTAIHBNE
- UBEBRKERTRD

EeHEXHREETRSE
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Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=TAH

12. SHARE CAPITAL (Continued)

Equity Incentive Plan (Continued)

Movement in the number of share outstanding are as follows:

SRR AR B SR &5 MY 5E ()

12. B2 (&)

R 17 &R at & ()

EERTRODBENEHNT :

BE

Six months ended

Year ended

As at beginning of period/year RERF A
Allocated B2
Issued B #&17
As at end of period/year iy PSS

The fair value of options granted during the six months ended 30
June 2005 determined using the binomial model were HK$0.41

(first grant) and HK$0.36 (second grant). The significant inputs

CSMC TECHNOLOGIES CORPORATION

into the model were share price at the grant date of HK$0.49
(first grant) and HK$0.45 (second grant), expected dividend paid
out rate of 1% and annual risk-free interest rate of 1.99%. The
volatility is measured based on the volatility return on Hang Seng

Index for the past ten years.

Interim Report 2005

30 June 31 December
2005 2004
—ETHFE ®BE_TTMF
AA=tH +ZA=+—H
1ER1E A IEFE
‘000 ‘000

FiR T

144,485 =
30,499 144,485
(42,666) —

132,318 144,485

HE_ZTTRFAA=-THIEARHE
AREMERERA -ZEARAE
THWAABMEAR0ABT (BREF
) ®0.368 T (FZREH) - &
MHBEZE ABRARL B HOKR
B0.497% T (BRI L) K0.45% 7T
(FDRFEL) - BER BRSNS L=
1% R FEERERNETQE - K
B RBELEEBE T FHKE
Bl R+ & -
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—EERFANA=T1H

12. SHARE CAPITAL (Continued) 12. IR (48)

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 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
quotations 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

(¢) the nominal value of a Share on the date of grant.

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 ten years from the date of grant.

As at 30 June 2005, no option has been granted under the Scheme.

BIRE

IR R AIRRIA EBIRORZE RS
FRE  ARRER-_FTZTLF
FA-tEBEEAERE S
(T5H&1]) - RIFZETE - ARFA]
AARRREMBRRINES (B
ERTES  FRTESRBIF
HITEE)REE URARAR
HIfBARINEAA - BHE - 2
moAER - IER - HER K
BBP - XBEBH aERRE
BRHE REHER ([F824H
EBEEBRE - ZErEIWBE M
EERAEFSEEAREREAT
HHE - WB2EEEHEFR
AMEBROOER  SARRRE
PBRREBEFIMAN G o T BIWFH
AR B B T F -

TEEIHESENZEEHME
EgEE  ZZBeHmBBEILIEF
HITEZR —RFRITESMEK
HEFEERREBHBBEX
Yo WARMZEERBRBRE  ED
BIRTIESE

(@) RELBEH FEBAIHHM
BRAREENEHBRERMN
51 8 B iy W T (B

b) ERRHAHAABEESEA
EEMARFABER AR
K& HREXRMIIH D FH
WhE: &

() BHORTELAMNEE -

BRETAARARESTS M S A
B AR s &80 H ) R BE R 1T
&£ - SRR BB T F&
B -

R-ZFZTAFANA=1TH  LER
Bz A 8 R LRI R RE -

EeHEXHREETRSE
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Notes to the Condensed Interim Report (continues) & BF FR A 3y &5 fY 5 (48)

30 June 2005
—EFERAFANA=1H

13. OTHER RESERVES 13. EMif#E

Equity Enterprise Cumulative
Share  Merger ~ Warrant  compen- Contributed ~ Reserve expansion translation  Retained
premium  reserve  reserve  sation  surplus fund fund adjustments  profits Total
t¥ 2§
ROEE aitfik BRRGE RARE BHES REEE BRE: ENHE REEH 453
US§'000  US$000  USS000  USS000  US$000  USS'000 - USS'000  USS'000  USS'000  US$'000
Tir FEn TEn TEr TEr FEn TEr TEr TEr FEn

Balanceasat 1 January 2004~ RZEEME-F-A B4 U518 - — 2% 153 1513 0 235 921
lssuance of warrants BARER — — 17400 - - — — — — 17400
> Effect of repurchase and EORAR
= currency re-denomination EERA
< of share capital ERENNYE (21,270) = - - - - - - - )
g Share issuance expenses RARGRY (1,040) = = = = = = = - (1.040)
& Profit for the period il = - - - - - - - 379 379
8 Translation adjustments ERA% - — - - — _ _ _ )
0}
g Balance as at 30 June 2004 R-ZEMERAZTA 097 358 6171 9409
. Brercise of warrants ED 13,920 — - (348%0)
@) suanceof shares upon fisting £ B E TR 35,098 = - 3509
% Share issuance expenses BORHAR (6393) - - (639)
8 Profit for the period AR aT = = 1546 7546
. Appropriations to statutory reserves B 2% T & = = = = = 1,023 1,023 —  (20d6) -
(@] = v
s Translation adjustments e = = = = = = = 3 = 3
3
Balance as at 31 December 2004 MAZJM-SEME
as previously reported TZB=1-RE& S W58 = — 2035 25%  25% 15 161 126873
Opening adjustment for adoption R B B 75 £ £ 8
of HKFRS 2 (Note 2(3) MERE (i) — - - = = = N (KT R
Balance as at 31 December R-ZEME
2004, restated tZA=+-8 Ejl 73562 34518 = 117 2,035 2,536 2,536 15 10500 126,873
Effect of the implementation e
of the Equity Incentive Plan BE 2 1,697 = - (100) = = = = = 677
Loss for the period BNEE - - - - - - - - (6038)  (6038)
Dividend decared EikkS = = = = = = = - (,705)  (1705)
Translation adjustments ERA% - - = = = = = @2) = 2)
Balance as at 30 June 2005 RZZZRE
~BZTRER 75259 34518 - 51205 25% 253 13 275 119805
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Notes to the Condensed Interim Report (continues) & BF FR HA 3y &5 fY 5 (48)

30 June 2005
—EFERFANA=1H

14. TRADE AND NOTE PAYABLES 14. BEHEZRIARERE
30 June 31 December
2005 2004
Siit —EENE
~A=tH +ZH=+—H
Us$’000 US$'000
ET FE
Trade payables T8 SRR
- related parties —BEAL 1,202 971
- others —HAh 11,935 14,402
13,137 15,373
i
At 30 June 2005, the ageing analysis of the trade payables RZZEZERFANA=Z+H EHE -
(including amounts due to related parties of trading in nature) SER(BEERNBEEATNES) ;rk
were as follows: WARE DT - 2
$F
30 June 31 December g
2005 2004 >
—EEEF —ETHF “
~B=+H +=—A=+—H
Us$’000 US$'000
ET FE
0 to 30 days 02 30H 11,924 14,183
30 to 180 days 30£180H 703 1,170
180 to 360 days 180& 360 H 510 20

13,137 15,373

FHIH L 2005 “



Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

15. BORROWINGS

Short-term bank loans
- Secured

- Unsecured

equipment (Note 10).

their fair value.

CSMC TECHNOLOGIES CORPORATION

The carrying amounts of the short-term bank loans are

REHRITER
— B
— E K

As at 30 June 2004, the Group’s short-term bank loans bore
interest at rates ranging from 4.30% to 5.58% per annum (31
December 2004: 3.30% to 3.60% per annum). The secured

portion was secured by certain of the Group’s machinery and

The carrying amounts of the short-term bank loans approximate

denominated in the following currencies:

Renminbi

us$

Interim Report 2005

15. £ &

30 June
2005
—E2EF
~AB=+AH
Us$’000

3

3,987
32,557

36,544

SRR AR B SR &5 MY 5E ()

31 December
2004
—ETNEF

+=A=+—8

US$°000
TET

17,500

17,500

RZZZRFAA=1H ~&£E
R BIRITE R E XN F4.30F
E558E (ZEEMNE+=ZA=+
—H : N FI30EE360E) - F
HIR D AR EEE THERZE

1R (HraE10) -

SHRTERNEENREAARE

H o

S MIRITERWEEIA T EEE

E °
30 June
2005
—ETHEF
~NB=+H
Us$’000

ES

3,987
32,557

36,544

31 December
2004
—FTENF

+=-—A=+—H

US$°000
TETT

17,500

17,500



Notes to the Condensed Interim Report (continues) & BF FR HA 3y &5 fY 5 (48)

30 June 2005
—EFERFANA=1H

15. I8 & (&)
R-BERENA=1H,A&H8
ER—ERNERNEENDT :

15. BORROWINGS (Continued)

As at 30 June 2005, the Group had the following borrowings

repayable with one year at:

30 June 31 December
2005 2004
—EERE —FENF
ANA=TAH +=—A=+—H
US$’000 US$°000
ETT FET
Floating rates B 25,557 13,000
Fixed rates EE 10,987 4,500
36,544 17,500 ﬁ
b
The Group has the following undrawn borrowing facilities: AEBARHANRITHEDT ¢ ﬁ
#
3
30 June 31 December @t
2005 2004 *:"’
2
—EERE —ETPF o
ANA=t+8 F=F=F=E
US$’000 US$°000
ET FZETT
Loan facilities EXEE 142,776 137,658
Letter of credit 1§FH F) 4,112 2,613
Total facilities & 4R 146,888 140,271
Less: amount utilised W EHEeE
Loan facilities BEXmE (36,544) (17,500)
Letter of credit Z A& (3,355) (781)
Unused facilities REARME 106,989 121,990

FHIH L 2005 m



Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERAFANA=1H

16. CONTINGENT LIABILITIES

During the period, the Group has provided corporate guarantee to
a third party bank for the down payment mortgage loans of the
employees, in addition to the pledged bank deposit of its
employees, amounted to approximately US$372,000 (2004:
US$62,000). Management anticipate that no material liabilities

will arise from the above guarantees.

17. CAPITAL COMMITMENTS

Capital expenditure at the balance sheet date but not yet incurred

is as follows:

Contracted but not provided for:
- Acquisition of plant
and machinery

- Acquisition of information

CSMC TECHNOLOGIES CORPORATION

technology system

Authorised but not contracted for
- Acquisition of plant
and machinery
- Acquisition of information

technology system

“ Interim Report 2005

16. HAEE

RER

SRR AR B SR &5 MY 5E ()

HR - NEERAEEMNAEFR
TEREERI -
FEH M—RXE=FRITELD
FEAH) A372,000% 7T (=
TEPYF : 62,000%T) - BEEE

TREERIER

A LRI ESREREE -

17. EXREIE

AEENT
30 June
2005
—FTHF
~A=t+H
US$°000
e
BETAERERE :
—BERE RS
39,818
- BEEARKRER
1,097
EREERETA :
—BERE RS
79,192
- BEEARKRER
1,766
121,873

REEAEERBERABRENER

31 December

2004

—ETNEF
+-A=+—H
US$'000

FET

25,549

114,220

2,863

142,632
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18. BEALTRS
(@) HMHEEEHE

18. RELATED PARTY TRANSACTIONS

(@) Name and relationship

Name

=L

Faithway Resources Limited (“Faithway")

Faithway Resources Limited ([ Faithway])

Stockside Limited (“Stockside”)
Stockside Limited ([ Stockside])

Central Semiconductor Manufacturing
Corporation (“CSMC Cayman”)

Central Semiconductor Manufacturing
Corporation ([ F#E & |)

China Resources Microelectronics (Holdings) Limited
("CR Microelectronics”)
EHEME T (ER) GRAA
([FEHEHMEF])

Central Semiconductor Manufacturing Co., Ltd.
("CSMC-HK")
Central Semiconductor Manufacturing

Co., Ltd.([ LE#EFE])

Wuxi China Resources Microelectronics Co., Ltd

Relationship
B %

A substantial shareholder of the Company

ARAMEERR

A substantial shareholder of the Company

ARAMEERR

Parent company of Stockside
Stockside®) & 2 7]

Parent company of Faithway
Faithway#) & A 7]

Wholly-owned subsidiary of CSMC Cayman
FEXERNZEMBE AR

Wholly-owned subsidiary of CR Microelectronics

("Wuxi CR") EZRMETHNEZENE R A
EHEBMETFAERAF
([EHEM])

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

EHERYRBMEFARAQA
(MEHEREYE])

A subsidiary of CR Microelectronics as to 99.5% of
its issued shares
EHMEFHEFAED EITRNI9.5%

B B 2 &

HE & 2005

EeHEXHREETRSE
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—EERAFANA=1H

18. BEALRS (&)
(a) HWRKEEE)

18. RELATED PARTY TRANSACTIONS (Continued)

(@) Name and relationship (Continued)

CSMC TECHNOLOGIES CORPORATION

Name

=1

Wuxi Huajing Multi-Services Co., Ltd.
("Wuxi Services")
BEHEREARBERAF
([EBRH )

IPCore Technologies Corporation (“IPCore”)
|PCore Technologies Corporation

([EER )

IPCore Technologies (Shanghai) Co., Ltd. (“IPCore SH")
BERE (LS BRAT
(B (ER)])

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

Wuxi China Resources Huajing Microelectronics
Co., Ltd. ("Wuxi Huajing”)

BHERERMEFARAA
([EHBER])

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

RYNEBYRIMEFFR AR
(RANE BB R

Interim Report 2005

Relationship
B &

A subsidiary of Wuxi CR as to 95% and Wuxi CR

Semico as to 5%

EHEBFRABN N EHERYHIEA
5% #) [t /B 2 7]

Controlled by Directors and shareholders of

the Company
HARANEE KRR ZH

Wholly-owned subsidiary of IPCore
BEMENEZEMEB QA

Controlled by Directors of the Company

HARBMNE S

A subsidiary of Wuxi CR as to 75% and

CR Microelectronics as to 25% of its share capital

BEGEBENEBMEFOREFETS%
K2 25% AR 2 6 [ 8 2 =)

A subsidiary of Wuxi CR Semico as to 75% and
CR Microelectronics as to 25% of its share capital
BEERYNMREBUEFORERH
75% N 26% BN 9 [ 8 2 B
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30 June 2005
—EFERFANA=1H

18. RELATED PARTY TRANSACTIONS (Continued)
(b)

Transactions with related parties

For the six months ended 30 June 2005, the Group had the

following significant transactions with related parties:

f5 AR AP B SR &5 M9 5 ()

18. BEALRE (&)
(b) HEEALHK S

KEE-PERFAA=+A
EAEAR - ARARBEA
THEAZSMT :

Six months ended 30 June

BEANA=THILEARER

2005 2004
—EZRF T MF
Us$000 US$'000
E FE
(@) Sales of goods to related parties (a) $H & & m #
- Wuxi CR Semico — 35 % B R Rl 5,017 6,272 "
- IPCore SH — BRI (ES) 1,886 1,268 L
»
- IPCore — B 1,022 260 ar
- Shenzhen CR Semico — A= B R 494 — E
pril
]
8,419 7,800 &l
(b)  Purchase of fixed assets from (b) M EEYEEES
CSMC Cayman EEE — 7,480
(¢) Rental, utilities and other (c) MEHEBR
services fees paid to 2 55 IR 7
Wuxi CR and Wuxi Services TNEIBFEEES 5,982 4,520
(d) Consultancy fee paid to Wiston  (d) Al Wistonsz 1+ E& & & A 84 334

The Group agrees the prices with its related parties by using

market prices as the basis for determination.

AABIRAEEBEALTEBENER
PAMEFBEEE -

FHIH L 2005
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—EFERAFANA=1H

18. RELATED PARTY TRANSACTIONS (Continued) 18. BEALRSG (&)
() Period-end balances arising from sales/purchases of goods/ ) HE BAEY REMEL
services /Y B 2K 4 B
30 June 31 December
2005 2004
—EETRF —TTNFE
AA=tH +ZH=+—H
Us$’000 US$'000
ETT TFET
z
o Receivables from related parties e Y E s A T FRIB
g - Trade (Note 11) —85 (KaE11)
0 - Shenzhen CR Semico —RYIE B R 133 436
= - IPCore UK —BERHR (RE) — 136
o - Wuxi CR Semico —EmHEBRYE — 3,080
@ - IPCore SH — BRI (LS 917 2,055
g - IPCore Technologies Corporation — |PCore Technologies
S Corporation 398 —
% - Wuxi CR —EHER 2,364 —
E
o 3,812 5,707
UEJ Less: provision for impairment B BN R ERE
o of receivables (36) (253)
3,776 5,454
Receivables from related parties JFE W #R & A T 5B
- Non-trade —¥FEH
- Wuxi CR —EHER 654 402
- CSMC Cayman —FEFXTE 208 193
- IPCore — BRI 9 —
- IPCore SH —BERE (L) 5 —
- CSMC HK — FERE — 188
876 783
Payables to related parties JFE W #R & A T 5B
- Trade (Note 14) -85 (Kit14)

- Wuxi CR — 5% H 1,202 971

Interim Report 2005



Notes to the Condensed Interim Report (continued)

30 June 2005
—EFERFANA=1H

18. RELATED PARTY TRANSACTIONS (Continued)

(c)  Period-end balances arising from sales/purchases of goods/

services (Continued)

Payables to related parties
- Non-trade
- IPCore
- CSMC Cayman
- CSMC HK
- Wuxi CR
- Wuxi Services
- IPCore SH
- Wiston
- Wuxi Huajing

(d) Key management compensation

Salaries and other short-term

employee benefits

Share-based compensation

JEfTRAE A L FRIA
—ES
— SRR
—FEFEER
—LEFE
—EHEHR
— 1835 R 75
—BERE (E8)
— Wiston
— B ER

FrelkHEtEHREERER

PARS A7 75 25 T8 &0 4 B

f5 AR AP B SR &5 M9 5 ()

18. BEALRS (&)

(c) HE HBARY FREAEL

HI R K 4 8 ()

30 June
2005
—E2EF

31 December
2004
—ETNEF

NA=t+H +T-HA=+—H

US$°000

e

374
149
200
38
29
23

819

US$'000
TET

455

43
29
16

b EHEEET KE

544

(d) TZEEAE KB

Six months ended 30 June

BEANAA=THLEARER

2005
—22n%
US$'000

ET

486
95

581

2004
—ETF
US$'000
FETT

849

76

925

FHRE 2005



CSMC TECHNOLOGIES CORPORATION

INVESTOR RELATIONS

Shareholders can obtain copies of Interim 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

Wauxi, Jiangsu

214061, China

Attn: IR Department

CSMC annual report is also available online at

http:/Avww.csmc.com.cn.

SHAREHOLDER ENQUIRIES

Our enquiry hotline is operational during normal office hours:

Telephone: +86-510-8118089
Facsimile: +86-510-5877352

Email: ir@csmc.com.cn

Interim Report 2005

REEBIE

P RATER KA T ik RERENSLAS

EERRBSFELBRAA
BB

(T
EEANER183M
& A L

1711712-1716 F
s BTWIERE  BEK :

ERHEENEERADA
PETERE
85T 2R BR 1457

B B4R 15 214061
WA REEBESD

FHLERFRIFAINELRE - But

A http://www.csmc.com.cn ©

xR & R AR

BTFAR— BB ABHARERA TN

BHREAR -

==

&% © +86-510-8118089
{EE : +86-510-5877352

EBFEF : ir@csme.com.cn
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