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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.

The Company has adopted the mandatory provisions of the Code
on Corporate Governance Practices (the “Code”) after it came
into effect in January, 2005. In line with the mandatory provisions
of the Code, the Company has adopted a Corporate Governance
Manual, the contents of which include, among others, directors’
duties, model code for directors’ transaction in securities, model
code for securities transaction by relevant employees, the
functions and terms of reference of the Audit, Remuneration and
Nomination Committees, disclosure of information and
communication with shareholders. All the mandatory provisions
under the Code have been adopted and reflected in the Corporate
Governance Manual.

During the year, the Company has complied with the mandatory
provisions of the Code except for the provision E.1.2 of the Code,
which provides that the Chairman of the Board should attend the
annual general meeting (the “AGM”) of the Company which was
held on 25th April, 2005. The then Chairman of the Board did
not attend the AGM as he had other business engagement outside
Hong Kong. The Deputy Chairman, the Chairman or members of
the Audit, Remuneration and Nomination Committees and the
Chief Financial Officer attended the AGM. The Company
considers that their presence is sufficient for (i) answering
questions from and (ii) effective communication with shareholders
present at the AGM.
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As at the date of this annual report, the Board consists of four
Executive Directors and three Independent Non-executive
Directors, one of whom namely Mr. Luk Chi Cheong has the
appropriate professional accounting experience and expertise as
required under the Listing Rules. The names and biographical
details of each Director are disclosed on pages 25 to 27 of this
Annual Report.

Each Independent Non-executive Director has, pursuant to the
guidelines set out in rule 3.13 of the Listing Rules, confirmed he
is independent of the Company and the Company also considers
that they are independent. The term of office of each Non-
executive Director, including Independent Non-executive Director,
is for a period of three years subject to the requirement that one-
third of all the Directors shall retire from office by rotation at
each annual general meeting pursuant to the Bye-laws of the
Company. The relationship (including financial, business, family
or other material/relevant relationship), if any, among members
of the Board are disclosed in this annual report. There is no
such relationship between the Chairman and the Chief Executive
Officer.

The Board is responsible both for how the Company is managed
and the Company’s direction. Approval of the Board is required
for the strategy of the Group, yearly budget, major acquisition
and disposal, major capital investment, dividend policy,
appointment and retirement of Directors and senior management,
remuneration policy and other major operational and financial
matters. Day-to-day operations of the Group are the responsibility
of the Company’s management.
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The Board has held five regular meetings during the year 2005.
Details of individual attendance of Directors are set out in the
table below:

k&

Members
IFR BRB EXE BF%
Kem Ong THET REE Wong Luk Ko
Zhu  Thiam  Wang ks fIE  Chen Tak Chi Ping
Jinkun Kin Guoping  YuYu VYuMin*  Lang®  Shing Cheong  Keung
v v/ v/ v/ v/ X v/ v/ v/
/ / / / X X / v/ /
/ / X / / X / / /
v/ v/ v/ v/ X X v/ v/ v/
/ / X / X X / / /

Remarks (also applicable to the tables set out below) :

~
U}

attended

X = didn’t attend

Mr. Song Lin and Mr. Yu Min resigned as Chairman and Executive Director on
28th February, 2006. Mr. Chen Lang resigned as Non-executive Director on
11th April, 2006.

At the date of this annual report, the Chairman of the Board is
Mr. Zhu Jinkun while Mr. Wang Guoping is the Chief Executive
Officer. The Chairman provides leadership to the Board and
formulate, together with the Board, the business strategies and
long-term objectives of the Company whilst the Chief Executive
Officer carries out the decisions made by the Board and is in
charge of the Company’s day-to-day management.

To strengthen the functions of the Board and to enhance its
expertise, there are three Committees namely, the Audit,
Remuneration and Nomination Committees under the Board, with
each performing different functions.
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The Audit Committee comprises of three Independent Non-
executive Directors, with Mr. Luk Chi Cheong as the Chairman.
The Committee’s role is to provide an independent and objective
review of the effectiveness of the financial reporting process,
internal control, risk management and internal audit of the Group.
Its functions broadly fall into the following three main areas:

(a) primarily responsible for making recommendation to the
Board on the appointment, reappointment and removal of
external auditor, and to approve the remuneration and terms
of engagement of external auditor and any matters related
to the resignation or dismissal of external auditor;

(b) review the financial statements of the Company’s annual
and half-year report and accounts; and

(c) review the Company’s financial controls, internal control and
risk management systems.

Set out below is the summary of work done by the Audit
Committee in year 2005 and up to the date of this Annual Report:

1. review of the financial statements and results announcement
for year 2004, and those for the half-yearly results and yearly
results for year 2005. These include the review of the Group’s
financial and accounting policies and practices;

2. review of the ongoing connected transactions of the Company
conducted in year 2004 and year 2005;

3. review of internal audit reports and other related audit reports
prepared by the Company’s Internal Audit Division;

4. review of the service plan provided by the Company’s

Auditors; and

5. review of the time-table for preparation of results
announcement and annual report of year 2005.
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The Audit Committee has held three meetings during the year.
Details of individual attendance of its members are set out in the
table below:

X8
Members
EEE ()
Luk Chi Cheong =55 =S

(Chairman) Wong Tak Shing Ko Ping Keung
v v v
v v X
v v v

The role and main function of the Remuneration Committee is to
determine and review the compensation and benefit policy of
Executive Directors and senior management, including but not
limited to bonus plan, share option scheme and other long term
incentive plan, and bonus allocation and salary adjustment of
each Executive Director and senior management. The members
of the Committee are Mr. Wong Tak Shing (Chairman), Mr. Luk
Chi Cheong, Mr. Ko Ping Keung, Mr. Zhu Jinkun and Mr. Ong
Thiam Kin.

Set out below is the summary of work of the Remuneration
Committee done in year 2005:

1. review of the current compensation and benefit system of
Executive Directors and senior management;

2. approval of the general salary increase of the Group;

3. approval of bonus plan of 2004 and salary increase of each
Executive Director and senior management;

4. approval of the compensation arrangement for Mr. Dai
Zhenhua’s family; and

5. approval of the incentive schemes for employees of CR
PowTech (Shanghai) Limited and Wuxi CR Semiconductor
Wafers & Chips Limited, both being wholly owned
subsidiaries of the Company.

* Mr. Dai was a Director until his death in March, 2005.
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The Remuneration Committee has held four meetings during the
year. Details of individual attendance of its members are set out
in the table below:

=
Members
B(ER)
Wong Tak Shing = BER#E Kam B
B Date (Chairman)  Luk Chi Cheong Ko Ping Keung Zhu Jinkun ~ Ong Thiam Kin
“ZZR%=A+AA 15/03/2005 v / / / /
“TZREMA-TRE  25/04/2005 v v/ X / /
“ZERF+-At+AH 16/11/2005 v v/ v/ X v
“TERE+-AZF=H 23/12/2005 v v/ v/ v v
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The role and main function of the Nomination Committee is to
review the structure and composition of the Board, and to make
recommendation to the Board on the selection of individual
nominated for directorships. The members of the Committee are
Mr. Ko Ping Keung (Chairman), Mr. Wong Tak Shing, Mr. Luk
Chi Cheong and Mr. Zhu Jinkun.

The selection criteria for Directors are the person (i) must have
substantial experience in either the semiconductor or air-
conditioner compressor business or in corporate management
and (ii) must be able to contribute effectively to the objectives of
the Company. Any member may propose suitable candidates for
directorship for discussion and approval by the Nomination
Committee, after which the Board will consider and, if proper,
approve such nomination. Directors thus selected is subject to
re-election by shareholders of the Company in the next general
meeting or next annual general meeting, as appropriate, according
to the Bye-laws of the Company. In year 2005, the Nomination
Committee had considered the selection of two suitable
candidates to become Independent Non-executive Directors, one
from the semiconductor industry and one from the compressor
industry, aiming to gain valuable advice and insights from experts
in each of the two industries.
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The Nomination Committee has held one meeting during the
year. Details of individual attendance of its members are set out
in the table below:

Members
BR®(ER)
Ko Ping Keung EBE BELE Ke
(Chairman) Wong Tak Shing  Luk Chi Cheong Zhu Jinkun
v v v v

Full text of the terms of reference of the Audit, Remuneration
and Nomination Committee can be viewed in the Company’s
website: www.crlogic.com.hk.

The Board has the overall responsibility of maintaining an effective
internal control system. During the year, the Board has reviewed
the effectiveness of such internal control system in operation.
This is achieved through works done by the Company’s Internal
Audit Division, which regularly carries out internal audit and other
related audit reviews and reports its findings to the Audit
Committee for their consideration and suggestion for improvement
on better internal controls. During the year, the Internal Audit
Division has also conducted some risk management assessment
works with respect to each business unit of the Company. lts
findings were reported to the Board for consideration and would
form the basis for further improvement in the future.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) set
out in Appendix 10 to the Listing Rules as its own code of conduct
in relation to Directors’ securities transactions. Having made
specific enquiry of all Directors, the Company confirmed that all
Directors have complied with the required standard set out in the
Model Code.
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The Directors acknowledge that it is their responsibilities in
preparing the Financial Statements. The Statement of the Auditors
about their reporting responsibilities on the Financial Statements
is set out in the Auditors’ Report on pages 67 to 68.

The Group re-appointed Deloitte Touche Tohmatsu as

independent auditors during the

year. The remuneration paid to

BE (Est k')
Type (Audit/Non-Audit)

Audit
FET

HAESZNHWE 8 the Company’s Auditors includes:
B< (&)
PR 75 Service Remuneration (HK$)
—EENEFE 2004 Annual Audit Report 2,400,000
Hetawms
—ZEZTRFFEERE 2005 Interim Review 430,000

“EENFERH RS 2004 Tax Service 49,000
—ETMERHE 2004 Review of on-going 140,000
BER5EH connected transactions

Non-Audit
JEFEET

Non-Audit
FEFEET

Non-Audit
T
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