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DIrRECTORS’ REPORT

The Directors present their annual report and the audited financial

statements of the Company for the year ended 31st December, 2003.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in Note 37 to the financial

statements.

The results of the Group for the year ended 31st December, 2003 are

set out in the consolidated income statement on page 67.

Details of the changes in share capital of the Company during the

year are set out in Note 25 to the financial statements.

Movements in the reserves of the Group and the Company during the
year are set out in the consolidated statement of changes in equity on

page 71 and Note 27 to the financial statements respectively.

The Directors recommend the payment of a final dividend of 1.50

HK cents per share.

The particulars of bank loans and other borrowings of the Group and
the Company as at 31st December, 2003 are set out in Note 23 to the

financial statements.

A financial summary of the Group for the last five financial periods

is set out on pages 147-148.
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During the year, the Group acquired fixed assets at a cost of

approximately HK$394 million.

Details of the movements in the fixed assets of the Group during the

year are set out in Note 13 to the financial statements.

During the year, the Group acquired technical know-how at a cost of

HK$8 million.

Details of the movements in the goodwill, negative goodwill and
technical know-how of the Group during the year are set out in Notes

15, 16 and 19 respectively to the financial statements.

For the year ended 31st December, 2003, the aggregate turnover
attributable to the Group’s five largest customers accounted for
approximately 30% of the Group’s total turnover and the Group’s
largest customer accounted for approximately 16% of the total

turnover.

For the year ended 31st December, 2003, the aggregate purchases
attributable to the Group’s five largest suppliers were less than 30%

of the Group’s total purchases.

None of the Directors, their associates or any shareholders (which to
the knowledge of the Directors owns more than 5% of the Company’s
share capital) has any interest in any of the Group’s five largest

customers.
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DIrRECTORS’ REPORT

The Directors of the Company during the year and up to the date of
this report are:

Executive Directors:

Mr. Song Lin

Mr. Zhu Jinkun

Mr. Ong Thiam Kin
Mr. Dai Zhenhua
Mr. Yu Min

Mr. Yu Yu

Mr. Wang Guoping

Non-executive Directors:

Mr. Ning Gaoning
Mr. Chen Lang
Professor Ko Ping Keung*

*  Professor Ko Ping Keung was re-designated as Independent Non-executive
Director on 17th March, 2004

Independent Non-executive Directors:

Mr. Wong Tak Shing
Mr. Luk Chi Cheong

In accordance with Clause 110(A) of the Company’s Bye-laws,
Messrs. Ong Thiam Kin, Yu Min, Wong Tak Shing and Luk Chi
Cheong retire by rotation. All the above retiring Directors, being
eligible, offer themselves for re-election. The remaining Directors
shall remain in office.

None of Directors, including Directors proposed for re-election at
the forthcoming annual general meeting, has a service contract with
the Company or any of its subsidiaries which is not determinable by
the Group within one year without payment of compensation, other
than statutory compensation.

The term of office for each of the Non-executive Director is the
period up to his retirement by rotation in accordance with the
Company’s Bye-laws.

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a Director of the Company had
a material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.
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(a) AR 2 vl i 2

g 3% 41
Name of Director Capacity
B Bk HasA A
Mr. Chen Lang Beneficial Owner
3 PR 4 56 2k A A
Mr. Dai Zhenhua Beneficial Owner
[SF L e A A
Mr. Ko Ping Keung Beneficial Owner
WS B Sk A A
Mr. Luk Chi Cheong Beneficial Owner
o R S A A A
Mr. Ning Gaoning Beneficial Owner
ERMR 64 A A
Mr. Ong Thiam Kin Beneficial Owner
RO AE A A
Mr. Song Lin Beneficial Owner
E Sk A A
Mr. Wang Guoping Beneficial Owner
A e 2k A A
Mr. Wong Tak Shing Beneficial Owner
LI A A
Mr. Yu Min Beneficial Owner
i FAeAE A A
Mr. Yu Yu Beneficial Owner
i 5 B
Interest of Spouse
oR 4 g A A
Mr. Zhu Jinkun Beneficial Owner
i B

Interest of Spouse
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At 31st December, 2003, the following Directors were interested in
the shares or share options of the Company and its associated
corporations (within the meaning of Part XV of SFO) as recorded in
the register of the Company kept under Section 352 of Part XV of
the Securities and Futures Ordinance (“SFO”):

(a) Interests in the Company

e 2 X 8
+ZH=1+—H
5 4 I By o S A
MEMNAAFC

BAT R A H 2 B

Percentage of

aggregate long
position in shares
to the issued share

capital of the

HE 25 PEH JBe 4 % H I JBe E S H Company as at
Nature of Number Number of 31st December,
Interests of shares share options 2003
B2 AR - 7,500,000 0.29
Beneficial Interest

B 25 AR - 5,000,000 0.19
Beneficial Interest

B 25 AR - 700,000 0.03
Beneficial Interest

B 25 HE AR - 700,000 0.03
Beneficial Interest

B 25 AR - 3,000,000 0.11
Beneficial Interest

HammEs 1,000,000 3,500,000 0.17
Beneficial Interest

HamfEss 3,600,000 6,900,000 0.40
Beneficial Interest

B 25 HE AR - 3,000,000 0.11
Beneficial Interest

B 25 AR - 700,000 0.03
Beneficial Interest

B 25 HE AR - 1,700,000 0.06
Beneficial Interest

B 25 HE AR - 3,000,000

Beneficial Interest

5K B BE 7 60,000 - 0.12
Family Interest

HamhEes 300,000 8,000,000

Beneficial Interest

K B RE 2 160,000 - 0.32

Family Interest
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(b) A2 T VGRS A A A (T3

(o)

1) o %

A

Name of Director

BE WIS

Mr. Chen Lang
AR
Mr. Ning Gaoning
ROKSEAE

Mr. Song Lin

T 7S 2 v A VB ¥ 10 R AT R A ) (T3
W | ) i HE

wA

Name of Director

W

Mr. Ning Gaoning

-2
Capacity

HEBA A
Beneficial Owner
€% DN
Beneficial Owner
LE X X DN
Beneficial Owner
Tic 164 B 2

Interest of Spouse

i
Capacity

EE-E Z-DN

Beneficial Owner

DIrRECTORS’ REPORT

(b) Interests in China Resources Enterprise, Limited (“CRE”),

an associated corporation of the Company:

B35 M
Nature of

Interests

g % £
Beneficial Interest
o 25 HE 25
Beneficial Interest
25 AR
Beneficial Interest
K BE 1

Family Interest

I8 4 % H
Number

of shares

1,630,000

200,000

ik I % H
Number of
share options
1,500,000
4,500,000

2,000,000

200,000

ROREEAE
+=ZA=+—8H
F 4 By i 57 A

HEMiEMNC

AT B A T Y 1

Percentage of
aggregate long
position in shares
to the issued
share capital of
CRE as at

31st December,
2003

0.07

0.29

(¢) Interests in China Resources Land Limited (“CRL”), an

associated corporation of the Company:

HE 23 P B
Nature of

Interests

T 25 B 58

Beneficial Interest

By ¥ H
Number

of shares

I JBe E S H
Number of

share options

5,000,000

. =X

+ZA=ZH—HRA

JBe By 1 4 A 48
i E RO ET
JB A 1y 4 B
Percentage of
aggregate long
position in shares
to the issued
share capital of
CRL as at

31st December,
2003

0.33
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(d) R A 2 v R 0B 2 9 3 K O B A A )
(THEMK D ) iy HE 23 :

HwA I H

Name of Director

ST
Mr. Ning Gaoning

2
Capacity

B A A

Beneficial Owner

() TR 2 vl A1 W8k 2 191 3% 3 56 Oy B A A )
(THEE Ty ) w2 :

A

Name of Director

B WISk
Mr. Chen Lang

PR 4 S

Mr. Dai Zhenhua
ERMRSEAE

Mr. Ong Thiam Kin
LA ¥

Mr. Ning Gaoning
ROMEL

Mr. Song Lin

E Pk

Mr. Wang Guoping
il FRE

Mr. Yu Yu

oR 4 S Ak

Mr. Zhu Jinkun

2
Capacity

HilEAR A
Beneficial Owner
i 18 HE 4
Interest of Spouse
HHEA A
Beneficial Owner
HEHEA A
Beneficial Owner
HEHEA A
Beneficial Owner
JEETE ZEPN
Beneficial Owner
HaHEAR A
Beneficial Owner
HiRlEA A
Beneficial Owner
HHEA A

Beneficial Owner
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(d) Interests in China Resources Cement Holdings Limited (“CR
Cement”), an associated corporation of the Company:

BE 2% Pk I 4 %% H
Nature of Number
Interests of shares
fEE Y X 163,000

Beneficial Interest

ik I %
Number of
share options

) 2 NS
TZAZT—H#EE
JBe 3 1y B A 48
A0 3 K % O B AT
JBe A iy V43 Be
Percentage of
aggregate long
position in shares
to the issued

share capital of
CR Cement as at
31st December,
2003

0.04

(e) Interests in China Resources Power Holdings Company
Limited (“CRP”), an associated corporation of the Company:

HE 25 P8
Nature of
Interests

I8 0 % H
Number
of shares

H 2 2 -
Beneficial Interest
B
Family Interest

g X -
Beneficial Interest

B8R 2R -
Beneficial Interest

15 R 2% -
Beneficial Interest

JEETLE -
Beneficial Interest

g -
Beneficial Interest

g -
Beneficial Interest

g X -

Beneficial Interest

100,000

il B % H
Number of
share options

500,000
400,000
450,000
250,000
1,000,000
2,000,000
450,000
250,000

500,000

g 2 g
TZAZT—H#EE
JBe By 1 4 A 48
R EWIRLY £ 5)
JBe A iy V43 Be
Percentage of
aggregate long
position in shares
to the issued share
capital of CRP as
at 31st December,
2003

0.03
0.01
0.01
0.03
0.05
0.01
0.01

0.01
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REBREE
—~A—H
W AR AT B
Outstanding
as at
f 3 RHHM Ist January,
Name of Director Date of grant 2003
A kA “EFFEAAZA R 8,000,000
Mr. Song Lin 21st September, 2000
[ Gt “EEREAAZAH 1,000,000
Mr. Yu Min 21st September, 2000
REHEAE “EF-ENASRA 3,000,000
Mr. Zhu Jinkun 25th April, 2001
W fe 2 5t 2 “RF-ENAZTEA 3,000,000
Mr. Dai Zhenhua 25th April, 2001
TR % “RF-ENASTEA 3,000,000

Mr. Ong Thiam Kin ~ 25th April, 2001

(a) ATHEAE A 5 BE0.59% ot » I I HE W T 47 1Y
THEBHH FRFELA T —HER
SR -FENHA Bk B BB
AT B AT BB R F 3 W T A
0.79% JC »
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(d) FEATEDLT » o 5 7% 45 49 26 52 kS o o 28 A
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As at 31st December, 2003, the Directors who had personal interests
in respect of options granted under the share option scheme of the
Company and its associated corporations (within the meaning of Part
XV of SFO) are as follows:—

(i) Options granted under the Company’s share option scheme
adopted on 15th October, 1994 (the “Old Share Option Scheme”):

o e H
Number of share options
REBRZ4
+EAZE—H
W AR AT B
RAEREN  RENGE  RERES  RENER Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during  31st December,
the year the year the year the year 2003
- 1,100,000 - - 6,900,000 M ik (a)
Note (a)
- - - - 1,000,000 F3E(b)
Note (b)
- - - - 3,000,000 k(o)
Note (c)
- - - - 3,000,000 M ik(c)
Note (c)
- 1,000,000 - - 2,000,000 M i (c)
Note (c)

Notes:

(a) The exercise price is HK$0.59 per share and the exercisable period
during which the options may be exercised is from 21st September,
2000 to 20th September, 2010. The weighted average closing price
of the share immediately before the date on which the options
were exercised was HK$0.79.

(b) The exercise price is HK$0.59 per share and the exercisable period
is divided into 3 tranches exercisable during the periods from 21st
September, 2001, 2002 and 2003 to 20th September, 2010.

(c) The exercise price is HK$0.547 per share and the exercisable
period is divided into 3 tranches exercisable during the periods
from 25th April, 2002, 2003 and 2004 to 24th April, 2011. The
weighted average closing price of the share immediately before
the date on which the options were exercised was HK$0.79.

(d) In each case, HK$1.00 is payable upon acceptance of the options
granted.

Annual Report 2003
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() MEAAFAR_FEF+—-HZ+AH
RGN _FRZE AT HETW
S B R it )T T e Rt ) 452 HhY A R

(i) Options granted under the Company’s share option scheme
adopted on 26th November, 2001 and amended on 21st February,
2002 (the “New Share Option Scheme”):

HE .
o I
Number of share options

REZR=R REZRER

—“A—H +ZAZ+—H

WA AT B WA AT B

Outstanding RMABEE MWL RBAESE  RIRER Outstanding

as at Granted Exercised Cancelled Lapsed as at

HA S BiHHM 1st January, during during during during  31st December,

Name of Director Date of grant 2003 the year the year the year the year 2003
BomgA “EFETIANA 6,000,000 - - - - 6,000,000 Hf7(a)
Mr. Chen Lang 4th December, 2001 Note (a)
“FFIETACH 1,500,000 - - - - 1,500,000 Kk (e)
2nd October, 2002 Note (e)
il FRE “EFEFIANA 1,500,000 - - - - 1,500,000 Mk (b)
Mr. Yu Yu 4th December, 2001 Note (b)
“FFIETAZH 1,000,000 - - - - 1,000,000 K3k (D)
2nd October, 2002 Note (f)
“ERZZENAAA - 500,000 - - - 500,000 M i (h)
9th April, 2003 Note (h)
HEEEL “RRIELACTCH 1,000,000 - - 1,000,000 - - Wi
Mr. Ning Gaoning 22nd May, 2002 Note (c)
“FFIETACH 2,000,000 - - - - 2,000,000 M3k (e)
2nd October, 2002 Note (e)
ZRZEENANE - 1,000,000 - - - 1,000,000 i3 (g)
9th April, 2003 Note (g)
W f 38 5t 2 “ERIELACTCH 1,000,000 - - - - 1,000,000 H3E(d)
Mr. Dai Zhenhua 22nd May, 2002 Note (d)
“ERZZENAAA - 1,000,000 - - - 1,000,000 it ik (h)
9th April, 2003 Note (h)
(Gt CRRCERACTCH 500,000 - - - - 500,000 F3E(d)
Mr. Yu Min 22nd May, 2002 Note (d)
“ERZZENAAA - 200,000 - - - 200,000 M i (h)
9th April, 2003 Note (h)
R “RRCERACTCH 500,000 - - - - 500,000 M3 (c)
Mr. Ko Ping Keung  22nd May, 2002 Note (c)
ZRZEENANR - 200,000 - - - 200,000 M (g)
9th April, 2003 Note (g)
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o I
Number of share options

REZR=R REZR=R

—“A—H +ZAZ+—H

W AR AT B WA AT B

Outstanding RAENBEE  RENTHE  RERES RERKH Outstanding

as at Granted Exercised Cancelled Lapsed as at

HA S B AWM 1st January, during during during during  31st December,

Name of Director Date of grant 2003 the year the year the year the year 2003
KRB EE “RRIELACTCA 300,000 - - - - 300,000 it (c)
Mr. Wong Tak Shing  22nd May, 2002 Note (c)
“FFIETACH 200,000 - - - - 200,000 H3E(e)
2nd October, 2002 Note (e)
CREZENALRA - 200,000 - - - 200,000 M3t (g)
9th April, 2003 Note (g)
PR “RRCERACTCH 300,000 - - - - 300,000 M3k (o)
Mr. Luk Chi Cheong ~ 22nd May, 2002 Note (c)
“FETETAZH 200,000 - - - - 200,000 H3E(e)
2nd October, 2002 Note (e)
“REZENALHA - 200,000 - - - 200,000 M3k (g)
9th April, 2003 Note (g)
K OWEE “FETETACH 1,500,000 - 1,500,000 - - - Wik
Mr. Song Lin 2nd October, 2002 Note (e)
“REZENALHA - 1,000,000 1,000,000 - - - Pk ()
9th April, 2003 Note (g)
g b gt “FFETACH 800,000 - - - - 800,000 K it(D)
Mr. Zhu Jinkun 2nd October, 2002 Note (f)
“EEZENARE - 4,200,000 - - - 4,200,000 H 3k (h)
9th April, 2003 Note (h)
TR % “FFTETACH 1,000,000 - - - - 1,000,000 Kk (f)
Mr. Ong Thiam Kin  2nd October, 2002 Note (f)
“ZEZENARE - 500,000 - - - 500,000 H 3 (h)
9th April, 2003 Note (h)
B RS i “EEZENARE - 3,000,000 - - - 3,000,000 F 3 (h)
Mr. Wang Guoping ~ 9th April, 2003 Note (h)
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Notes:

(a)

(b)

(c)

(d)

(

(2)

(h)

()

6))

The exercise price is HK$0.79 per share and the exercisable period
during which the options may be exercised is from 4th December,
2001 to 3rd December, 2011.

The exercise price is HK$0.79 per share and the exercisable period
is divided into 3 tranches exercisable during the periods from 3rd
December, 2002, 2003 and 2004 to 3rd December, 2011.

The exercise price is HK$0.92 per share and the exercisable period
during which the options may be exercised is from 22nd May,
2002 to 21st May, 2012.

The exercise price is HK$0.92 per share and the exercisable period
is divided into 3 tranches exercisable during the period from 22nd
May, 2003, 2004 and 2005 to 21st May, 2012.

The exercise price is HK$0.57 per share and the exercisable period
during which the options may be exercised is from 2nd October,
2002 to 1st October, 2012. The weighted average closing price of
the share immediately before the date on which the options were
exercised was HK$0.79.

The exercise price is HK$0.57 per share and the exercisable period
is divided into 3 tranches exercisable during the periods from 2nd
October, 2003, 2004 and 2005 to 1st October, 2012.

The exercise price is HK$0.479 per share and the exercisable
period during which the options may be exercised is from 9th
April, 2003 to 8th April, 2013. The weighted average closing
price of the share immediately before the date on which the options
were exercised was HK$0.79.

The exercise price is HK$0.479 per share and the exercisable
period is divided into 3 tranches exercisable during the periods
from 9th April, 2004, 2005 and 2006 to 8th April, 2013.

The closing price of the share immediately before the date of
grant (ie. 8th April, 2003) during the year was HK$0.48.

In each case, HK$1.00 is payable upon acceptance of the options
granted.
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(iii) AORH M M AR — UL A+ €
H#& & 3E 7 — L LR AN A+ H AR

JiE R it ) 2 i e O G R
REZR=R
—“H—H
LR iXid
Outstanding
as at
HA S B HM 1st January,
Name of Director Date of grant 2003
HREEE “ERREAASAH 3,300,000
Mr. Ning Gaoning 20th June, 2000
KWk “EREREANCTH 200,000
Mr. Song Lin* 20th June, 2000
Wik

(a) AT BEAE % 55 S 7. 19% 50 » o SRR VT AT RE 1
FTHME G S ERREAAZTARES
F-FENATILA L.

(i FIRE C 2 T H 8 — AR A » 1y % r
1 & By BE 5 75 Rk SE 2 o)

(b) TEATEOLT » o 5 7 452 40 05 5% ik S Ao 1 2 )
1.00% JC °
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(iii) Options granted under the share option scheme of CRE, an

associated corporation, adopted on 17th September, 1992 and
amended on 17th June, 1999:

o e H

Number of share options
REZZ=R
+ZHZ+—H
W AR AT B
REREN  RENGE  REREN  RENER Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during  31st December,
the year the year the year the year 2003

- - - - 3,300,000 M3k (a)
Note (a)
- - - - 200,000 M3k (a)
Note (a)

Notes:

(a)

(b)

The exercise price is HK$7.19 per share and the exercisable period
during which the options may be exercised is from 20th June,
2000 to 19th June, 2010.

(* The options were granted to a staff member of CRE whose

spouse is Mr. Song Lin.)

In each case, HK$1.00 is payable upon acceptance of the options
granted.

Annual Report 2003 | China Resources Logic Limited



46

ERGWmEE

(v) MORHIE & MEAR —FF 4 —-A=1
— R A F N e B T 2 42 L D L A

23 %4

Name of Director

e
Fnt
RS

A
Mr. Ning Gaoning
KOWEE

Mr. Song Lin
BomgA

Mr. Chen Lang

Wik

RoRE=H

—“H—H

W AR AT B

Outstanding

as at

g pm 1st January,

Date of grant 2003

“22-E-HtH 1,200,000
Tth February, 2002

“RB-ECALA 2,000,000

Tth February, 2002
SREZENA I -
14th April, 2003

(a)

(b)

(c)

7 68 8 2 0 T 7. 1798 8 W TR T £ Bk 1)
AWM R R A A LA RE R
— AT AAH ke

7 12 85 62006 72 3 2 U T » T
CEFSENA WAL RR NG R
FHERREAE A HREF
SR e R B
B TR (D B F = A )
B P25 6,25 5 =

A6 TG DL » 8 o 7 42 400 6 452 W e W ey 2 1+
1.00% JG ©
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(iv) Options granted under the share option scheme of CRE, an

associated corporation, adopted on 31st January, 2002:

WRHEYH

Number of share options

PR RENATHE
Granted Exercised
during during
the year the year
1,500,000 -
Notes:
(a)

(b)

(c)

TAAE P
Cancelled
during

the year

JRAE KR
Lapsed
during

the year

R-ZRB=4
+ZA=Z+—H
¥R AT
Outstanding
as at
31st December,
2003
1,200,000 Ff#E (a)
Note (a)
2,000,000 7 (2)
Note (a)
1,500,000 FfE (b)
Note (b)

The exercise price is HK$7.17 per share and the exercisable period

during which the options may be exercised is from 7th February,
2002 to 6th February, 2012.

The exercise price is HK$6.29 and the exercisable period during

which the options may be exercised is divided into 4 tranches

exercisable during the periods from 14th April, 2003 and from 1st
January, 2004, 2005 and 2006 to 13th April, 2013. The closing
price of the share immediately before the date of grant (ie. 11th

April, 2003) during the year was HK$6.25.

In each case, HK$1.00 is payable upon acceptance of the options

granted.
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(v) MRIFHE:EENE (AREFEMEILXER  (v) Options granted under the share option scheme of CRL (formerly

AHRAF) R—NEERA N HERH known as China Resources Beijing Land Limited), an associated
A i e AR 2 S LR corporation, adopted on 28th May, 1997:
o e H
Number of share options
REZR=R REZZ=R
—“H—H +ZAZ+-0
W AR AT B W AR AT B
Outstanding RAENBEE  RENTHE  RERES  RERKH Outstanding
as at Granted Exercised Cancelled Lapsed as at

HA S B HM 1st January, during during during during  31st December,

Name of Director Date of grant 2003 the year the year the year the year 2003

HHEEL “AAEERA LR 2,500,000 - - - - 2,500,000 H3E (a)

Mr. Ning Gaoning 27th June, 1997 Note (a)

ZEERELACAA 2,500,000 - - - - 2,500,000 H¥3E(b)
20th July, 2000 Note (b)

Vi Notes:

(a) ATHEAE 2 15 e 4.592 85 0 » I JBEAE T T 47 M Y (a) The exercise price is HK$4.592 per share and the exercisable
TEHHE—UILEEASA T LHRE period during which the options may be exercised is from 27th
“FZ2EFEALA- LA June, 1997 to 27th May, 2007.

(b) AT AE % 45 B 0.99% IT » I B HE T 347 1Y (b)  The exercise price is HK$0.99 per share and the exercisable period
GEHMH —ZFRE LA THREZ during which the options may be exercised is from 20th July,
ZREELELA T+ EA L 2000 to 27th May, 2007.

(c) FEATEVLT » 5 = J e A0 1 52 I I M g 20 ) (c) In each case, HK$1.00 is payable upon acceptance of the options
1.00% JC © granted.
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(vi) Options granted under the share option scheme of CRP, an

associated corporation, adopted on 6th October, 2003:

REFRE4

—~A—H

W AR AT B

Outstanding

as at

[ € 31%] g pm Ist January,
Name of Director Date of grant 2003
s “FEEEE-ATA -

Mr. Ning Gaoning 12th November, 2003
KOWEE “ERFEEL AN
Mr. Song Lin 12th November, 2003
B Mgtk “ERFEEL-ATZH
Mr. Chen Lang * 12th November, 2003
ke ZERFEEF-ATIA
Mr. Zhu Jinkun 12th November, 2003
B Y L SERFEEF-ATIA
Mr. Ong Thiam Kin ~ 12th November, 2003
W d 28 gt 2 SERFEEF-ATIA
Mr. Dai Zhenhua 12th November, 2003
il FRE “ERFEEL AN
M. Yu Yu 12th November, 2003
ERFEE SERFEEF-ATIA

Mr. Wang Guoping

Wik

12th November, 2003

T H
Number of share options

RoRRZAE

+ZAZ+—H

A AT B

MERRE  RERGE  REREE  RMERER Outstanding

Granted Exercised Cancelled Lapsed as at

during during during during  31st December,

the year the year the year the year 2003
1,000,000 - - - 1,000,000 F 5 (a)
Note (a)
2,000,000 - - - 2,000,000 ik (a)
Note (a)
900,000 - - - 900,000 Mk (a)
Note (a)
500,000 - - - 500,000 H 5k (a)
Note (a)
250,000 - - - 250,000 Mk (a)
Note (a)
450,000 - - - 450,000 M3k (a)
Note (a)
250,000 - - - 250,000 Mk (a)
Note (a)
450,000 - - - 450,000 M3k (a)
Note (a)

Notes:

(a) ATHEERER2.80W T A MR T " H
RFNEZRBRAE ZREAEZF
ZFLEAZEFNETARNARE_Z—
=4E+ AT H kAT
(%400,00017 il [t HE £ 42 77 3 1 8 J7 — 0L 0
H o T % fr 0 B H B A8 25 BE B SE 4 )

(b) AEATEDLT » B o5 7 452 40 06 452 I i o 2 4
1.00% JG ©
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(a) The exercise price is HK$2.80 per share and the exercisable period
is divided into 5 tranches exercisable during the periods from 6th
October, 2004, 2005, 2006, 2007 and 2008 to 5th October, 2013.
(*400,000 options were granted to a staff member of CRP whose
spouse is Mr. Chen Lang.)

(b) In each case, HK$1.00 is payable upon acceptance of the options
granted.
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Save as disclosed above, none of the Directors or chief executive of
the Company or any of their associates had any interests and short
positions in the shares, underlying shares and 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 Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (include interests and short positions which they
are taken or deemed to have under such provisions of the SFO) or
which are required, pursuant to section 352 of the SFO, to be entered
in the register referred to therein or which are required, pursuant to
the Model Code for Securities Transactions by Directors of Listed
Companies in The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”), to
be notified to the Company and the Stock Exchange.

The purpose of the Old Share Option Scheme is to promote
commitment by its participants and to encourage its participants to
perform their best for the Company. The participants are the
employees (including executive directors) of the Company or any of
its subsidiaries. As the Old Share Option Scheme has been terminated,
no more option can be issued pursuant to the Old Share Option
Scheme but in all other respects the provisions of the Old Share
Option Scheme shall remain in force. The maximum entitlement of
each participant shall not exceed 25% of the maximum number of
Shares in respect of which options may be granted under the Old
Share Option Scheme. The period within which the Shares must be
taken up under an option shall not be later than 10 years from the
date the option is granted. There is no minimum period for which an
option must be held before it can be exercised. HK$1.00 is payable
on acceptance of the option within 28 days from its date of grant.
The subscription price is the higher of (i) the nominal value of a
Share and (ii) 80% of the average of the closing prices of the Share
on the Stock Exchange on the five trading days immediately preceding

the date of grant of the options.
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The purpose of the New Share Option Scheme is to promote dedication
by its participants and to encourage its participants to perform their
best in achieving the goals of the Company. The participants are any
director (or any persons proposed to be appointed as such) and
employee of each member of the Group; any discretionary object of
a discretionary trust established by any employee or director of each
member of the Group; any executive or employee of any business
consultant, business partner, professional and other advisers to each
member of the Group (or any persons proposed to be appointed as
such); any substantial shareholder of the each member of Group; any
associates of director or substantial shareholder of the Company; and
any employee of the Company’s substantial shareholder or any
employee of such substantial shareholder’s subsidiaries or associated

companies, as absolutely determined by the Board.

The total number of Shares available for issue pursuant to the New
Share Option Scheme are 150, 883, 226, representing about 5.72% of
the issued share capital as at the date of annual report. The maximum
entitlement for any one participant is that the total number of Shares
issued and to be issued upon exercise of the Options granted to each
participant (including both exercised, cancelled and outstanding
Options) in any 12-month period shall not exceed 1% of the total

number of Shares in issue.

The period within which the Shares must be taken up under an option
shall not be later than 10 years from the date the option is granted.
There is no minimum period for which an option must be held before
it can be exercised. HK$1.00 is payable on acceptance of the option
within 28 days from its date of grant. The subscription price is the
highest of (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, (ii) a price
being the average of the closing prices of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the 5 business days
immediately preceding the date of grant and (iii) the nominal value
of a Share. The New Share Option Scheme is valid for 10 years from
26th November, 2001. No further options may be granted pursuant to
the New Share Option Scheme after 25th November, 2011.
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A P9 5 O T e B A B A 4 M (R B
(A B9 A 2 W] HE S ) 1 D B 438 ) B8 2kt

T
REZZ=R
—~A—H
W AR AT B
Outstanding
as at
BiHAM Vigid | Ist January,
Date of grant Exercise Price 2003
“EREE
ARAZT—R0 RS 7,150,000
21st September, 2000  HKS$0.59 per share
“RFH
WAZtHH B R0.547% 70 23,910,000
25th April, 2001 HK$0.547 per share
31,060,000

(b)

BHABBRES B R T - TH _FE—
BB ROERCEREZHFNAA 4 —H
RE R —RENA Z+ H IR BAT B
B2 AT 00 0 B WE B A I o T 3 i i
B % 0.828 50 -

B R R =R T T SRR
HCRFEERCFRMENA A
EZR——4E M H =+ H ik AT

S1
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A summary of the movements of the share options in relation to
the employees (excluding Directors of the Company) of the
Group under the Old Share Option Scheme during the year is as

follows:—
o e H
Number of share options
R-BRZ4
+ZA=Z+—H
R ixid
RAEREN  RENGE  RERES  RERNER Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during  31st December,
the year the year the year the year 2003
- 450,000 - - 6,700,000 F 7k (a)
Note (a)
- - - 3,860,000 20,050,000 H3E(b)
Note (b)
- 450,000 - 3,860,000 26,750,000
Notes:

(a) The options granted are vested in 3 tranches and exercisable from
21st September, 2001, 2002 and 2003 to 20th September, 2010.
The weighted average closing price of the share immediately before
the date on which the options were exercised was HK$0.82.

(b) The options granted are vested in 3 tranches and exercisable from
25th April, 2002, 2003 and 2004 to 24th April, 2011.
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REFRE4
—“H—H
W AR AT B
Outstanding
as at
BiHAM Vigid | Ist January,
Date of grant Exercise Price 2003
“EFFE
+ZAWA B R0.79% 10,710,000
4th December, 2001~ HKS$0.79 per share
e < 2
THZH B RR0.57i8 ¢ 17,000,000
2nd October, 2002 HK$0.57 per share
“REZE
WA KA B B0.4793 7 -
9th April, 2003 HK$0.479 per share
ZREZE
+—H=H B 10803 ¢ -
3rd November, 2003 HK$0.80 per share
27,710,000

Wik

(a) fEBHERABBRESBZWRT - TH_Z
FEZEFEERCEBRNET S
AR _F——4 T A=HILHHTMHE.
SEFH N P 3 1Y i B HE 48 84 %% 6,000,000 % -
C2MEIRTF - TR _F——F+_H=
H % DL AT 15 - SE 55 5% B 3 42 14 6,000,000
it Bk R 2 R 3 A5 R AT A

(b) 1 B 2 00 i B HE 48 85 % 17,000,000 » 4
RBEPRT- MR ZFR=F ZFRNE
EoRENETAHRESRZ 241+
H— B Ik AT o S AT i o SR B
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(i) A summary of the movements of the share options in relation to
the employees (other than Directors of the Company) and
business partner of the Group under the New Share Option

Scheme during the year is as follows:—

o e H
Number of share options
R-BRZ4
+ZHZ+—H
W AR AT B
RAEREN  RENGE  RERES  RERNER Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during  31st December,
the year the year the year the year 2003
- - - 3,450,000 7,260,000 Mtk (a)
Note (a)
- 150,000 - 548,000 16,302,000 Mk (b)
Note (b)
29,900,000 - - 200,000 29,700,000 Mk (c)
Note (c)
500,000 - - - 500,000 F 3 (d)
Note (d)
30,400,000 150,000 - 4,198,000 53,762,000

Notes:

(a) The options granted to employees are vested in 3 tranches and
exercisable on 3rd December, 2002, 2003 and 2004 to 3rd
December, 2011. The total number of options granted to business
partner are 6,000,000 and vested immediately and exercisable on
or before 3rd December, 2011. All the 6,000,000 options granted
to the business partner are still outstanding.

(b) The total number of options granted to employees are 17,000,000
and are vested in 3 tranches and exercisable on 2nd October,
2003, 2004 and 2005 to 1st October, 2012. The weighted average
closing price of the share immediately before the dates on which
the options were exercised was HK$0.785.
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(d) 1 B % P i 1 8 85 2 500,0008 > 4 = 1
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RoBR=H

—~A—H

W A AT B

Outstanding

as at

gHAM fiBif Ist January,

Date of grant Exercise Price 2003

Sl =

MARH B 0.82% ¢ 29,250,000
9th April, 2002 HKS$0.82 per share

29,250,000

(a) WERHES 2 2 MBENR T > Wl R F 4E
WHAHRE ZF— 4 H )\ H 1L H
TR BEHRT - ThH _FR_40
AMNB Z2F=ZF-“RZNER -ER
HE—A—HEBEZZ—Z4ANMANAHIE
W ATk
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(c)

(d)

(iii)

The total number of options granted to employees are 29,900,000
and are vested in 3 tranches and exercisable on 9th April, 2004,
2005 and 2006 to 8th April, 2013. The closing price of the shares
immediately before the date of grant (ie. 8th April, 2003) was
HK$0.48.

The total number of options granted to an employee are 500,000
and are vested in 3 tranches and exercisable on 3rd November,
2004, 2005 and 2006 to 2nd November, 2013. The closing price
of the shares immediately before the date of grant (ie. 31st October,
2003) was HK$0.78.

A summary of the movements of the share options in relation to

the employees of substantial shareholder and its subsidiaries

and associated companies (other than employees of the Group

and Directors of the Company) under the New Share Option

Scheme during the year is as follows:—

Jik I 9 H
Number of share options

R4
FZAZEF—H
W A A7
AW B AR AT T4 i 8 AR R Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during  31st December,
the year the year the year the year 2003
- - - 210,000 29,040,000
- - - 210,000 29,040,000

Notes
(a) The options are either vested immediately and exercisable from

9th April, 2002 to 8th April, 2012 or vested in 4 tranches and
exercisable on 9th April, 2002, 1st January, 2003, 2004 and 2005
to 8th April, 2012.
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The Company considers that it is not appropriate to state the
value of the share options granted during the period because
generally accepted pricing models of options normally value
options which were transferable (share options granted by the
Company were strictly non-transferable). Besides, some
parameters under the generally accepted pricing model could
only be derived from historical statistical data. Since the
Company’s businesses was restructured on 1st February, 2001
such that the present businesses are significantly different from
that before restructuring; and there has been significant change
in the capital structure of the Company as a result of the placing
of shares, subscription of new shares and conversion of
convertible bonds done in the first half of year 2002, adequate
population of historical data to derive reliable figures to be
used in the estimation of the value of the Company’s share
options is not available. Owing to the reasons set out above, the
Company consider that any calculation of the value of the
Company’s share options would not be meaningful and would

be misleading to the shareholders.

The following transaction was between a subsidiary of the
Company and a connected person. The total value or
consideration under the transaction does not exceed the higher
of HK$10,000,000 or 3% of the net tangible asset value of the

Group. Details of the transaction are set out herein below:—

Equipment Purchase Contract

On 30th September, 2003, China Resources (Shenyang) Sanyo
Compressor Co. Ltd. (“CR Shenyang Sanyo”) entered into an
Equipment Purchase Contract with Sanyo Electric Co., Ltd.
(“Sanyo Electric”) and Toyota Tsusho Corporation (“Toyota
Tsusho”) in which Sanyo Electric and Toyota Tsusho as vendors
sold the equipment more particularly described in the Equipment
Purchase Contract to CR Shenyang Sanyo for increasing the
production capacity of C-R25F/C-R33F series rotary
compressors. Sanyo Electric is a substantial shareholder of CR
Shenyang Sanyo, which is a subsidiary of the Company. Sanyo
Electric is a connected person of the Company and the

transaction was therefore a connected transaction.
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The consideration, which was negotiated on arms-length basis
and on normal commercial terms, is JPY 192,292,000 (about
HK$13,449,864), and are to be satisfied by cash installments by
reference to, inter alia, the delivery schedule laid down in the
Equipment Purchase Contract. As a result of the transaction, the
annual production capacity of C-R25F/C-R33F series rotary
compressor is expected to be raised from the present 300,000

units to 500,000 units.

ON-GOING CONNECTED TRANSACTION

During the year, members of the Group have entered into on-
going connected transactions with connected persons, details of
which are summarised herein below. The independent non-
executive Directors have reviewed the on-going connected
transactions and confirmed that the on-going connected

transactions have been entered into:—

(i) in the ordinary and usual course of business of the Group;

(ii) on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on
normal commercial terms, on terms no less favourable to
the Group than terms available to or from (as appropriate)

independent third parties and on arm’s length basis;

(iii) in accordance with the relevant agreement governing them;

(iv) on terms that are fair and reasonable and in the interest of

the shareholders as a whole; and
(v) without exceeding the respective maximum amounts as

specified in the relevant waivers granted by the Stock

Exchange save as noted.
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Details of the above-mentioned on-going connected transactions

are summarised as follow:—

(i) Goods and services provided by connected persons to

members of the Group.

(a) In relation to CR Shenyang Sanyo and Shenyang

Shengrun Sanyo Compressor Co., Ltd. (“CR Shengrun
Sanyo”) (Note 1)

Nature

(1)

)

(3)

Purchase of materials by CR
Shenyang Sanyo and CR Shengrun
Sanyo from Sanyo Electric

required in their production.

Royalties and technical assistance
fees payable to Sanyo Electric
pursuant to the technology transfer
contracts entered into among CR
Shenyang Sanyo and/or CR
Shengrun Sanyo and Sanyo Electric
for obtaining from Sanyo Electric

the right to use certain technologies

in manufacturing rotary compressors.

Installation fees and related charges
payable to Sanyo Electric pursuant
to the acquisition agreement dated
22nd October, 2001 in which CR
Shenyang Sanyo acquired from
Sanyo Electric and Toyota Tsusho
the two air-conditioner compressor
production lines for manufacture of
C-R20F and C-R25F/C-R33F series
rotary compressor products
(respectively “Line 1 and Line 2

products”). (Note 2)

T#x
HK$°000

12,166

5,406

24,949
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Nature

4)

(%)

(6)

Royalties and related charges
payable to Sanyo Electric
pursuant to the two technology
transfer contracts dated 22nd
October, 2001 between CR
Shenyang Sanyo and Sanyo
Electric for obtaining the rights
from Sanyo Electric to use
certain technologies in
manufacture of Line 1 and

Line 2 products.

Licence fees payable by CR
Shenyang Sanyo and CR Shengrun
Sanyo to Sanyo Electric for use of
its trademarks “= " and “Sanyo”
in the products the production of
which has used the technologies of

Sanyo Electric.

Royalties and technical assistance
fees payable to Sanyo Electric
pursuant to a technology licence
agreement dated 30th September,
2003 between CR Shenyang Sanyo
and Sanyo Electric to license
certain technologies from Sanyo
Electric for the manufacture of
different models of C-R20F series

rotary compressors.

T#x
HK$’000

1,469
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(b)

(©

T#L
Nature HK$’000
In relation to the Company
Rental payable to China Resources 1,679
Property Management Limited
(“CRPML”) pursuant to a tenancy
agreement dated 21st March, 2003
between the Company and CRPML
for renting Rooms 4003-06 on 40/F.,
China Resources Building,
26 Harbour Road, Wanchai, Hong Kong,
which is used as the principal place

of business of the Company. (Note 3)

In relation to Semiconductor Business

of the Group

Purchase of materials by China I
Resources Semiconductor Company Nil
Limited (“CR Semiconductor”) for

production of certain Integrated

Circuits (“IC”) from JSC Korona

Semiconductor (“JSC Korona”).

(Note 4)

(i) Goods and services provided by member

of the Group to connected person.

(a)

In relation to Compressor Business of
the Group

(1) Sale of air-conditioner compressors 14,859
to Shenyang Sanyo Air Conditioning

Limited and Guangdong Sanyo Air
Conditioning Limited by CR

Shenyang Sanyo and CR Shengrun

Sanyo. (Note 5)
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T#x
34 Nature HK$’000
(2) VhBa M =9 KRN = (2) Sale of C-R15F and C-R20F series L3
ERBE_REF=ZFA A 1T— rotary compressor products to Nil
H &7 o7 i 8 8 B e 1) =3 8 Sanyo Electric by CR Shenyang
B8 B C-R15F X C-R20F & 31 Sanyo and CR Shengrun Sanyo
iR B 7 B E o pursuant to a sales agreement
dated 11th June, 2003.
(3) EEH=RE_FE= (3) Sale of C-R25F and C-R33F series 42,828
A= B il = - VALK = rotary compressor products to
Wk = EE S CR2SFR Sanyo Electric by CR Shenyang
C-R33F & 4 JiE 9 U 45 0% /i Sanyo pursuant to a sales agreement
Al © dated 11th June, 2003.
(b) HARLE PLEBEELH (b) In relation to Semiconductor Business
of the Group
HEEPEEEHEERER R Sale of IC Chips by CR Semiconductor to 113
HERHNEETHRAR ([ Ningbo Koyong Electric Co., Ltd. Nil
BMEl) e (F¥ske) (“Ningbo Koyong™). (Note 6)
(i) P =R = BT R (iii) Equipment Purchase Contract entered
wEE LN into between CR Shenyang Sanyo and
Sanyo Electric
(1) Vo R 35 8 = 0 58 = 301 W O A (1) Purchase of equipment by CR Shenyang 113
T 12 S A T K JRE A B 1) = Sanyo from Sanyo Electric certain Nil
BRI T o (BiF3ET) equipment for the manufacturing of
new refrigerant inverter rotary
compressors for its Phase III Factory.
(Note 7)
(2) BEZWMEEEREE T LF (2) Purchase of certain other equipment I
PRy G Al 5 A4 o necessary for the operation of Nil

Phase III Factory.
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i Notes:

L SPE M Vo5 = R T R = Sanyo Electric is a substantial shareholder of both CR Shenyang
T [ ) 0 = A OR A 2 ] 43 B R T Sanyo and CR Shengrun Sanyo, in both of which the Company
2 ) B 63.75% W) It HE - owns a 63.75% equity interest.

2. ZERFERCERFZEWMATBUEES The cap of JPY271,000,000 in aggregate for the two financial
3t %5 271,000,000H B EFR M H T years 2002 and 2003 has been exceeded by JPY254,514,365 (about
254,514,365 H [H (#718,482,833%7C) - HK$18,482,833).

3. CRPMLHIAZ ® ¥ B B R () A CRPML is indirectly wholly owned by China Resources (Holdings)
AR HEEEEEER- Company Limited, which is a controlling shareholder of the

Company.

4. JSC Korona& 3 i 42 8 1 I & 2 7] » 2 B 4 JSC Korona is an associate of CRH, in which CRH has 50%
P A 3509 Bt A HE 2 - equity interest.

5. = ¥ % ¥ % Shenyang Sanyo Air Sanyo Electric is a controlling shareholder of both Shenyang Sanyo
Conditioning Limited# Guangdong Sanyo Air Conditioning Limited and Guangdong Sanyo Air Conditioning
Air Conditioning Limited ¥ [l 2 5] ) ¥ B Limited. Sanyo Electric is in turn a substantial shareholder of
T o [F] I > = V3 T B R U 97 3 T =V A TR B both CR Shenyang Sanyo and CR Shengrun Sanyo.

BRI = P A E A RO -

6. S P T R S T I O Ao T R AR Ningbo Koyong is an associate of CRH, in which CRH has 40%
R A 409 1 JBERE o 42 19 > I G 5% A R A equity interest. No such connected transaction is noted during the
RGe year.

7. SEEHIRKG R VL% = A AR Phase III Factory is an expansion of the production facilities of

WREE > BN R ELARMBRAR
H

China Resources Logic Limited | Annual Report 2003

CR Shenyang Sanyo, the commercial production of which
commenced on or about May 2001.
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B

JBt K 44 R
Name of Shareholder

Gold Touch Enterprises Inc.
(“Gold Touch”)

Waterside Holdings Limited
(“Waterside™)

Splendid Time Investments Inc.
(“Splendid Time”)

W (EE) HFRAF
(T#EFEE ])

China Resources (Holdings)
Company Limited (“CRH”)

CRC Bluesky Limited
(“CRC Bluesky™)

3 i 4 A B 4 W)
(T2 8 A 1)

China Resources Co., Limited
(“CRCL”)

o g A AR ([P )
China Resources National Corp.
(“CRN")
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Part XV of the SFO:

g1
Capacity

B A A

Beneficial Owner

HaHA A

Beneficial Owner

4 DN

Beneficial Owner

S ¥E A T B RE RS
Interest of

Controlled Corporation

5% ¥ ) 2w B R i
Interest of
Controlled Corporation

5% 1 ) 2 =] B B
Interest of
Controlled Corporation

5% 15 ) 2 =] B B
Interest of
Controlled Corporation

B2 PR H
Nature of
Interests

T 35 BE

Beneficial Interest

T 25 M 25

Beneficial Interest

T 35 BE

Beneficial Interest

o ) B 1

Corporate Interest

o ) B 1

Corporate Interest

oy v e 2R

Corporate Interest

oy v i 2

Corporate Interest

As at 31st December, 2003 the following persons, other than a director
or chief executive of the Company, have interest or short position in
the shares and underlying shares of the Company as recorded in the

register of the Company required to be kept under section 336 of

ROREEAE
+ZH=1+—H
Pt 5 I8 B o %5 A
MEMNAAFC

AT IR AW T 2 I

Percentage of

aggregate long

position in
shares to the
issued share
capital of the

I8 4y %% H Company as at
Number of 31st December,
Shares 2003
297,229,604 11.33
535,347,743 20.41
1,109,688,810 42.30
1,942,266,157 74.04
1,942,266,157 74.04
1,942,266,157 74.04
1,942,266,157 74.04
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25th April, 2003
30th April, 2003
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ﬁo
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Gold Touch, Waterside and Splendid Time each directly holds
297,229,604 shares, 535,347,743 shares and 1,109,688,810 shares
respectively in the Company. Gold Touch, Waterside and Splendid
Time are wholly owned subsidiaries of CRH, which in turn is a
wholly owned subsidiary of CRC Bluesky. CRC Bluesky is a wholly
owned subsidiary of CRCL, which in turn is 99.98% owned by CRN.
CRN is deemed to have interest in 1,942,266,157 shares.

Save as disclosed above, there was no person, other than a director
or chief executive of the Company, who has an interest or short
position in the shares and underlying shares of the Company as
recorded in the register of the Company kept under section 336 of

the SFO.

During the year, the Company purchased its own shares on the Stock

Exchange. Details are as follows:

i I i 3 A Wy i 3 A Wy Pt 3 A Yy

JBe By ¥ H 5 Bt I w4 5 45 Bt It AIK A5 A
Number of  Highest price Lowest price Aggregate
shares paid per paid per  consideration
repurchased share share paid
(HK$) (HKS$) (HK$)

700,000 0.395 0.385 271,500
100,000 0.415 0.415 41,500

The repurchased shares were subsequently cancelled and accordingly,
the issued share capital of the Company was reduced by the nominal
value thereof and the nominal value of shares repurchased amounted
to HK$80,000.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed

securities during the year.
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There are no provisions for pre-emptive rights under the Company’s
Bye-laws although there are no restrictions against such rights under

the laws of Bermuda.

The Group is dedicated to maintaining a good credible framework of
corporate governance with a view to being transparent, open and
accountable to our shareholders as regards to the principles under
which the Group is managed and directed. Going forward, the Group
will continue to strengthen its corporate governance policies to ensure
that they remain consistent with the prevailing practices and standards,

which the shareholders would expect of us.

In addition to the Audit Committee, a number of committees have
been established. They are Executive Committee, Corporate Strategy
Committee and Compensation and Remuneration Committee. Each
of these committees, except the Audit Committee whose members
are independent non-executive Directors only, are comprised of

Directors and senior management.

In order that the Group’s various Committees can operate more
independently and professionally, the general direction would be
directed towards broadening the knowledge base in the composition
of these committees over time by including more independent third

party experts and professionals.
Audit Committee

The members of the audit committee comprise Mr. Wong Tak Shing
and Mr. Luk Chi Cheong, both being independent non-executive
Directors of the Company. The Committee assists the Board in
providing an independent and objective review of the effectiveness
of the financial reporting process, internal control system and internal
audit function of the Group. It primarily aims to increase the Board’s

accountability, transparency and objectivity.

The audit committee has reviewed with the management and the
Company’s auditors the accounting principles and practices adopted
by the Group and discussed auditing, internal control and financial

reporting matters including the financial statements for the year.
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Executive Committee

The Committee executes and carries out the policies and decisions of
the Board and monitors the performance of the Group’s business

units.
Corporate Strategy Committee

The Committee assists the Board to formulate corporate strategies,
identifies and evaluates various mergers and acquisitions proposals

and submits them to the Board for consideration and final decision.
Compensation and Remuneration Committee

The Committee is entrusted with the task of maximizing human
resources potential of the Group by adopting appropriate staff
development and retention policies. The Committee assesses
remuneration and incentive policies relating the management and staff,
reviews objectives and performance of provident funds and makes

appropriate recommendations to the Board.

The Company has throughout the year complied with the Code of
Best Practice as set out in Appendix 14 of the Listing Rules of the
Stock Exchange.

The financial statements for the year have been audited by Messrs
Deloitte Touche Tohmatsu. A resolution will be submitted to the
forthcoming annual general meeting of the Company to re-appoint

Messrs Deloitte Touche Tohmatsu as the auditors of the Company.

On behalf of the Board

SONG LIN

CHAIRMAN

CHINA RESOURCES LOGIC LIMITED

Hong Kong, 15th March, 2004



