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The Directors present their annual report and the audited financial
statements for the year ended 31st December, 2005.

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in Note 39 to the financial
statements.

During the year, the Group discontinued its furniture operation,
details are set out in Note 10 to the financial statements.

The results of the Group for the year ended 31st December,
2005 are set out in the consolidated income statement on page
69.

Details of the movements in share capital and share options of
the Company during the year are set out in Note 30 and Note 31
to the financial statements respectively.

Movements in the reserves of the Group during the year are set
out in the consolidated statement of changes in equity on page
72 to the financial statements.

The Company’s reserves available for distribution to shareholders
at 31st December, 2005, amounted to HK$392,476,000 (2004:
HK$324,602,000).

An interim dividend of 1.0 HK cent per share, totalling
HK$26,681,000 was paid to shareholders during the year.

The Directors recommend the payment of a final dividend of 2.0
HK cents per share.
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The particulars of bank loans and other borrowings of the Group
as at 31st December, 2005 are set out in Note 27 to the financial
statements.

A financial summary of the Group for the last five financial periods
is set out on page 144.

Details of the movements in the property, plant and equipment
and investment properties of the Group during the year are set
out in Note 15 and Note 16 to the financial statements
respectively.

Details of the movements in the goodwill, negative goodwill and
technical know-how of the Group during the year are set out in
Notes 17, 19 and 22 to the financial statements respectively.

For the year ended 31st December, 2005, the aggregate turnover
attributable to the five largest customers accounted for 34% and
the Group’s largest customer accounted for 18% of the Group’s
total turnover respectively .

For the year ended 31st December, 2005, the aggregate
purchases attributable to the five largest suppliers accounted for
were less than 30% of the Group’s total purchase.

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

Mr. Song Lin
(resigned on 28th February, 2006)
Mr. Zhu Jinkun
Mr. Wang Guoping
Mr. Ong Thiam Kin
Mr. Dai Zhenhua
(passed away on 22nd March, 2005)
Mr. Yu Yu
Mr. Yu Min
(resigned on 28th February, 2006)

Mr. Chen Lang
(resigned on 11th April, 2006)

Mr. Wong Tak Shing
Mr. Luk Chi Cheong
Professor Ko Ping Keung

The Company has received an annual confirmation from each
Independent Non-executive Director with each confirming his
independence pursuant to Rule 3.13 of the Listing Rules and the
Company still considers such Directors are independent of the
Company.

In accordance with Clause 110(A) of the Company’s Bye-laws,
Messrs. Wong Tak Shing, Ko Ping Keung and Luk Chi Cheong
shall retire by rotation at the forthcoming annual general meeting.
All the above retiring Directors, being eligible, offer themselves
for re-election. The remaining Directors shall remain in office.
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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 of each Non-executive Director, including
Independent Non-executive Director, is for a period of three years
subject to 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.

There was no contract of significance (to which the Company or
its subsidiary or its holding company or its fellow subsidiary was
a party) subsisting during or at the end of the financial year in
which a Director of the Company is or was materially interested,
either directly or indirectly.

The emolument payable to each Director is based on (i) his
relevant qualifications, experience and expertise, (ii) his duties
and responsibilities and (iii) performance of the Company. The
current market situation will also be taken into account. Bonus
and share options may be granted to individual Directors in
recognition of their contribution to the Group. All the aforesaid
form the emolument policy and long term incentive for Directors
of the Company.
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BExps

Name of Directors

R E
Mr. Song Lin*

KemkE
Mr. Zhu Jinkun

FARRE A
Mr. Ong Thiam Kin

TEFEE
Mr. Wang Guoping

MFEE
Mr. Yu Yu

BB AE
Mr. Yu Min*

& %
Capacity

EmBEEA

Beneficial owner

EmEAA
Beneficial owner
i 18 #E 2
Interest of spouse

EDEAA

Beneficial owner

EnEEA
Beneficial owner

EnlEA
Beneficial owner
i 18 #E 2
Interest of spouse

E@EAA

Beneficial owner

Save as disclosed below, as at 31st December, 2005, none of
the Directors, chief executive of the Company and their associates
had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO”)) which were required to be
notified to the Company and the HK Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they are deemed or taken to have under
such provisions of the SFO) or which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to
therein, or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, to be
notified to the Company and the HK Stock Exchange.

FrihfE =458
B9 (%)?
HRERKXE & gE| BREHA Aggregate
Long or Number of Number of percentage of
short position shares share options’ interest (%)?
e 3,600,000 8,900,000 0.47
Long position
e 2,370,000 6,100,000 0.32
Long position
[SS-y 160,000 -
Long position
e 1,100,000 4,500,000 0.21
Long position
S~y 1,108,000 3,000,000 0.15
Long position
e 100,000 4,000,000 0.16
Long position
[SS-y 60,000 -
Long position
e 1,180,000 1,060,000 0.08

Long position
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Name of Directors

BREA ST £
Mr. Chen Lang”

EEE KA.
Mr. Luk Chi Cheong

"BREBELE
Mr. Wong Tak Shing

mREALE
Mr. Ko Ping Keung

GEE

&%
Capacity

EnEAA
Beneficial owner
foiBrEm
Interest of spouse

EDmEAA

Beneficial owner

EnlEEA
Beneficial owner

EDmEAA

Beneficial owner

1. BREEEREREARRERETS
B35 B B PO T RO AR 2 R AR R AR
MEE - FEEHN T XHFES -

2. WAR-_ZEZERAFE+_A=+—8BM
PR RABRR D F R ARG AR T
EMEETBRANELL ©

HRIKXR
Long or
short position

LSy
Long position
e
Long position

e
Long position

e
Long position

e
Long position

Notes:

B EE
Number of
shares

1,500,000

500,000

Frih = AR

B 7L (%)?

BEREHA Aggregate
Number of  percentage of

share options’ interest (%)?
6,000,000 0.30
900,000 0.03
500,000 0.02
900,000 0.03

1. The number of share options refers to the number of underlying shares
of the Company covered by the share options granted under the share
option schemes of the Company, particulars of which are set out in Note

3 below.

2. This represents the percentage of aggregate long position in shares and
underlying shares to the total issued share capital of the Company as at
31st December, 2005.
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3. EXMFEARTM A RS

EEps

Name of Directors
RS &
Mr. Song Lin*

RewmELt
Mr. Zhu Jinkun

EAREE
Mr. Ong Thiam Kin

FEFEE
Mr. Wang Guoping

MTFEE
Mr. Yu Yu

AL
Mr. Yu Min*

REA S
Mr. Chen Lang*

BEEExE
Mr. Luk Chi Cheong

BRBELE
Mr. Wong Tak Shing

BRELE

Mr. Ko Ping Keung

AERELLE
Mr. Dai Zhenhua**
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R A8
Date of
grant

21/09/2000'
13/01/2004 '

25/04/2001°
02/10/2002°
09/04/2003
13/01/2004 '

25/04/2001°
02/10/2002°
09/04/2003 "
13/01/2004

09/04/2003
13/01/2004

04/12/2001°
02/10/2002°
09/04/2003 "
13/01/2004

21/09/20002
22/05/20027
09/04/2003 "
13/01/2004

04/12/2001 *

22/05/2002 ¢
02/10/2002°8
09/04/2003 °
13/01/2004 '

22/05/2002 ¢
13/01/2004 '

22/05/2002 ¢
09/04/2003
13/01/2004 '

25/04/2001°
22/05/20027
09/04/2003 "
13/01/2004

ERTEE
Exercise Price
per share
BT

HKS$

0.590
0.906

0.547
0.570
0.479
0.906

0.547
0.570
0.479
0.906

0.479
0.906

0.790
0.570
0.479
0.906

0.590
0.920
0.479
0.906

0.790

0.920
0.570
0.479
0.906

0.920
0.906

0.920
0.479
0.906

0.547
0.920
0.479
0.906

3. Particulars of share options referred to in Note 1 above:

R-ZBERLF
—-A-H
SRR

Outstanding

as at
1st January,
2005

6,900,000
2,000,000

1,000,000

800,000
2,800,000
1,500,000

2,000,000
1,000,000

500,000
1,000,000

3,000,000
1,000,000

1,500,000
1,000,000

500,000
1,000,000

1,000,000
500,000
200,000
500,000

6,000,000

300,000
200,000
200,000
200,000

300,000
200,000

500,000
200,000
200,000

1,600,000
1,000,000
1,000,000
1,000,000

RERRH
Granted
during

the year

BRERA

Number of share options

RERTE RERTH
Exercised Cancelled
during during

the year the year
1,000,000 -
1,000,000 -
140,000 -

REAKHK
Lapsed

R-ZZRF
+=ZA=t+-H
SRR
Outstanding
as at

during 31st December,

the year

300,000
600,000
600,000

2005

6,900,000
2,000,000

1,000,000

800,000
2,800,000
1,500,000

2,000,000
1,000,000

500,000
1,000,000

2,000,000
1,000,000

1,500,000
1,000,000

500,000
1,000,000

500,000
60,000
500,000

6,000,000

300,000
200,000
200,000
200,000

300,000
200,000

500,000
200,000
200,000

1,600,000
700,000
400,000
400,000
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Notes:

1.

10.

11.

12.

13.

14.

*k

The period during which the options may be exercised is from 21st
September, 2000 to 20th September, 2010.

The exercisable period is divided into 3 tranches exercisable during
the periods from 21st September, 2001, 2002 and 2003 to 20th
September, 2010. The weighted average closing price of all the
shares immediately before the date on which the options were
exercised was HK$0.880.

The exercisable period is divided into 3 tranches exercisable during
the periods from 25th April, 2002, 2003 and 2004 to 24th April,
2011.

The exercisable period during which the options may be exercised
is from 4th December, 2001 to 3rd December, 2011.

The exercisable period is divided into 3 tranches exercisable during
the periods from 3rd December, 2002, 2003 and 2004 to 3rd
December, 2011.

The exercisable period during which the options may be exercised
is from 22nd May, 2002 to 21st May, 2012.

The exercisable period is divided into 3 tranches exercisable during
the periods from 22nd May, 2003, 2004 and 2005 to 21st May,
2012.

The exercisable period during which the options may be exercised
is from 2nd October, 2002 to 1st October, 2012.

The exercisable period is divided into 3 tranches exercisable during
the periods from 2nd October, 2003, 2004 and 2005 to 1st October,
2012.

The exercisable period during which the options may be exercised
is from 9th April, 2003 to 8th April, 2013.

The exercisable period is divided into 3 tranches exercisable during
the periods from 9th April, 2004, 2005 and 2006 to 8th April, 2013.
The weighted average closing price of the shares immediately before
the date on which the options were exercised was HK$0.920.

The exercisable period during which the options may be exercised
is from 13th January, 2004 to 12th January, 2014.

The exercisable period is divided into 3 tranches exercisable during
the periods from 13th January, 2005, 2006 and 2007 to 12th January,
2014.

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

Mr. Song Lin and Mr. Yu Min resigned on 28th February, 2006. Mr.
Chen Lang resigned on 11th April, 2006.

Mr. Dai Zhenhua was a Director during the financial year up to his
death on 22nd March, 2005.
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EEpns
Name of
Directors

NV
Mr. Song Lin*

KeHrs
Mr. Zhu Jinkun

FRER &
Mr. Chen Lang*

i

1. BREHE

b s

EES

BRE/ KR
Long position/
Short position
He

Long position

e
Long position

e
Long position

AU BB B =T I PTOY I

MR 8 -

HAR-ZETRE+-A=+—AM
BEARG RAABBRG T A RETE
BEHEBTRANES L -

RN ARERER L B BEs
10F RITHE ©

BRETSROM - 2RE TN
F#—A+mMA  —_TTHRF - —TZF
NERZZEZLF-—A—-HEZ-Z—
WME—A+=HIE8E T AITME -

WEETD AN SFE-FF
FMA+HmE  —TTWF - =3
BER-FFAF-A—ARE-F
—ZEMATZBIEBETRTE -

=
=

FREFRAEBNSHMEBES
BEHERREEREERD

BRI RBRPEIN  AXFARE
MERRBEEENESHEATD
A -

REBAT - ARERAEROER
R 2 1.008 7T °

RMELER—ZFENF_A=1T/NH
BT - FEALAER -FEZENFMAL
—HEHT -

R-EZLF

+ZA=+-H
Frib 2
BROTKE BEEAH
Exercise Aggregate
BREHAR Price percentage of
RAEE Number per share REBH interest as at
Number of share BT Date of 31st December,
of shares options' HK$ grant 20052
- 2,000,000 7.170 07/02/2002° 0.22
- 2,500,000 9.720 14/01/2004°
200,000° 200,000° 7.190 20/06/2000°
- 78,0000 9.720 14/01/2004* 0.02
100,000° 200,000¢ 10.350 04/10/2004°
- 1,500,000 6.290 14/04/2003° 0.10
- 800,000 9.150 25/05/20043
Notes:

1.

The number of share options refers to the number of underlying shares

of CRE covered by its share option schemes.

This represents the percentage of aggregate long position in shares and
underlying shares of CRE to the total issued share capital of CRE as at
31st December, 2005.

The share options are exercisable within a period of 10 years from the
date of grant of the relevant options.

The share options are exercisable in 4 tranches, from 14th January,
2004 and from 1st January, 2005, 2006 and 2007 to 13th January,
2014.

The share options are exercisable in 4 tranches, from 14th April, 2003
and from 1st January, 2004, 2005 and 2006 to 13th April, 2013.

The Directors concerned were deemed to be interested in the ordinary
shares and the underlying shares through the interests of their respective
spouses.

Save as otherwise specified under note 6, interests disclosed hereunder
are being held by each Director in his capacity as beneficial owner.
In each case, HK$1.00 is payable upon acceptance of the options

granted.

Mr. Song Lin resigned on 28th February, 2006. Mr. Chen Lang resigned
on 11th April, 2006.
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Ezns BE/ KR
Name of Long position/
Directors Short position
RIS AE HE
Mr. Song Lin* Long position
e
Long position
KemEst HAE
Mr. Zhu Jinkun Long position
IARREE HAE
Mr. Ong Thiam Kin Long position
TEFEE HE
Mr. Wang Guoping Long position
AT A& e
Mr. Yu Yu Long position
BREA % & HAE
Mr. Chen Lang* Long position
e

Long position

GEE

1.

2.

BREN Y AR -
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ElET Y BRH

F ZTTLF :
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E?*ﬁiEHth

FE AR m] 10 A B R AR I
105 AT ATTE -

FREA 5t 435 B A BB M) R 2 A0 /3 1
45200,0000% & 58 % }2 550,000 4% 11
Bedn B9 #E 25 o

@W&aﬁﬁﬁﬂﬁﬁ'$iﬁﬁﬁ
WEZHHSESUBREAATND
A -

REBRT - ARENFTERNBR
%%iﬁt%%io
KMELER=ZTENF_A=1+/1H
Bi(E o [(FRASE AR - BENFMAH A
—HABHT -

ﬁ—HH

W F—DMH!E }DMH!_
=
o= XmHR
|
M

B

EMM

C H ERRE

1.

2.

R-EZLF

tZA=t-H
) Fif
BRITEE BEA DM
Exercise Aggregate
BREHE Price percentage of
RPEE Number per share REBH interest as at
Number of share BT Date of  31st December,
of shares options’ HK$ grant 20052
- 2,000,000 2.800 12/11/2003° 0.08
- 900,000 3.990 18/03/2005*
- 500,000 2.800 12/11/2003° 0.01
- 250,000 2.800 12/11/2003° 0.01
- 450,000 2.800 12/11/2003° 0.01
- 250,000 2.800 12/11/2003° 0.01
- 500,000 2.800 12/11/2003° 0.03
200,000° 400,000° 2.800 12/11/2003°
150,000° 4.725 18/11/2005°
Notes:

The number of share options refers to the number of underlying shares
of CRP covered by its share option scheme.

This represents the percentage of aggregate long position in shares and
underlying shares of CRP to the total issued share capital of CRP as at
31st December, 2005.

The options are exercisable in 5 tranches, from 6th October, 2004, 2005,
2006, 2007 and 2008 to 5th October, 2013.

The options are exercisable in 5 tranches, from 18th March, 2006, 2007,
2008, 2009 and 2010 to 17th March, 2015.

The options are exercisable within a period of 10 years from the date of
grant of the relevant options.

Mr. Chen Lang was deemed to be interested in the 200,000 ordinary
shares and 550,000 underlying shares through the interests of his spouse.

Save as otherwise specified in note 6, interests disclosed hereunder are
being held by each Director in his capacity as beneficial owner.

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

Mr. Song Lin resigned on 28th February, 2006. Mr. Chen Lang resigned
on 11th April, 2006.
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R-EZLF

t=A=t+-H

Frib 2

BRiTEE BEEAH

Exercise Aggregate

BREHAR Price percentage of

EENs e/ KR RAEE Number per share Rt A interest as at

Name of Long position/ Number of share BT Date of 31st December,

Directors Short position of shares options' HK$ grant 20052

RGE A e - 900,000 1.230 01/06/2005° 0.03
Mr. Song Lin* Long position

B 5 Notes:

BRESEEEREBRES AT
FREEEROEAE -

KAR-BERE+-A=+—AHM
BB IR RABRR G 1T A 5
EEBER2BOBTRENET S
H o

BERER N ARBRER L A LR
105 AT IATTE -

AXFBEBENEGERMZEENER
BEANTWRE -

REBAT @ AREREROER
R 2 91.008 7T ©

KMELER=ZFTENF-_A=F+/NH

The number of share options refers to the number of underlying shares
of CRL covered by its share option scheme.

This represents the percentage of aggregate long position in shares and

underlying shares of CRL to the total issued share capital of CRL as at
31st December, 2005.

The options are exercisable within a period of 10 years from the date of

grant of the relevant options.

The interests disclosed hereunder are being held by the Director in his
capacity as beneficial owner.

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

Mr. Song Lin resigned on 28th February, 2006.
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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 HK
Stock Exchange on the five trading days immediately preceding
the date of grant of the options.

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 Group. 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 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 scheme mandate limit under the New Share Option Scheme
was refreshed and renewed by ordinary resolution passed by the
shareholders at the annual general meeting held on 25th April,
2005 which enabled the grant of further share options to subscribe
up to 265,591,407 shares representing 10% of the shares in
issue as at the said date.
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As at the date of the annual report, the total number of shares
available for issue pursuant to the New Share Option Scheme
was 275,458,633, representing respectively about 10.32% of the
issued share capital of the Company. 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 HK 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 HK 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.

Details of Directors’ right to acquire shares are set out on
pages 46 to 49 under the section headed “Directors’ Interest
in Securities”.
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Date of grant HK$ 2005
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(i) 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:

BREHA

Number of share options
R=BEB1L%E
+tZA=t+-AH
R T
RERRH RERTHR RERTH BWEA%H  Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during 31st December,
the year the year the year the year 2005
- 550,000 - - 1,350,000
- 200,000 - - 12,600,000
- 750,000 - - 13,950,000

Notes:

1. 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 shares immediately
before the date on which the options were exercised was HK$0.758.

2. The options granted are vested in 3 tranches and exercisable
from 25th April, 2002, 2003 and 2004 to 24th April, 2011. The
weighted average closing price of the shares immediately before
the date on which the options were exercised was HK$0.870.
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Date of grant

04/12/2001"
02/10/2002°
09/04/2003°
03/11/2003¢
13/01/2004°
07/12/20048
09/06/20057

BRTEE
Exercise
Price

per share
BT
HK$
0.790
0.570
0.479
0.800
0.906
0.910
0.910

BYAE

1.

R-BZ1E
-A-H
R T

Outstanding

as at
1st January,
2005

7,020,000
13,686,000
27,780,000

500,000
21,240,000
800,000

71,026,000
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(i) A summary of the movements of the share options in
relation to the employees (excluding Directors of the
Company), a former Director and a business partner of
the Group under the New Share Option Scheme during
the year is as follows:

BREHE
Number of share options

R=BEBLf

t=B=1+-AH

ESK:d

RERRE RERTE RERTH RER%E  Outstanding
Granted Exercised Cancelled Lapsed as at
during during during during 31st December,
the year the year the year the year 2005
- - - - 7,020,000

- 6,425,000 - 60,000 7,201,000

- 11,730,000 - 150,000 15,740,000®

- - - - 500,000

- - - 270,000 20,670,000°

- - - 800,000 -
500,000 - - - 500,000
500,000 18,155,000 - 1,280,000 51,631,000

Notes:

1. The option 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.
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The options 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 shares immediately before the date
on which the options were exercised was HK$0.873. The total
number of options granted to a former Director are 2,000,000 and
vested immediately and exercisable on or before 1st October, 2012.
All the 2,000,000 options granted to the former Director were
exercised during the year.

The options are vested in 3 tranches and exercisable on 9th April,
2004, 2005 and 2006 to 8th April, 2013. The weighted average
closing price of the shares immediately before the date on which
the options were exercised was HK$0.902. The total number of
options granted to a former Director are 1,000,000 and vested
immediately and exercisable on or before 8th April, 2013. All the
1,000,000 options granted to the former Director were exercised
during the year.

The options are vested in 3 tranches and exercisable on 3rd
November, 2004, 2005 and 2006 to 2nd November, 2013.

The options are vested in 3 tranches and exercisable on 13th
January, 2005, 2006 and 2007 to 12th January, 2014.

The options are vested in 3 tranches and exercisable on 7th
December, 2005, 2006 and 2007 to 6th December, 2014.

The options are vested in 2 tranches and exercisable on 9th June,
2006 and 2007 to 8th June, 2015. The closing price of the shares
immediately before the date of grant (i.e. 9th June, 2005) was
HK$0.920.

This excludes the outstanding options of 160,000 to former
employees of the Group and the persons concerned became the
employees of substantial shareholder and its subsidiaries and
associated companies on 30th December, 2005.

This excludes the outstanding options of 300,000 to former
employees of the Group and the persons concerned became the
employees of substantial shareholder and its subsidiaries and
associated companies on 30th December, 2005.
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(iii) A summary of the movements of the share options in
relation to the employees of substantial shareholder and

A NFIES (TaIEAE its subsidiaries and associated companies (other than
BEEMALAFES) HE employees of the Group and Directors of the Company)
BB RE S B AT under the New Share Option Scheme during the year is
as follows:
BREHE
Number of share options
R-EE1% R-EE1%
BRITRE -A-H tZA=t-AH
Exercise R T R T
Price  Outstanding RERRE RERTHR RERETH RER%H  Outstanding
per share as at Granted Exercised Cancelled Lapsed as at
REAH BT st January, during during during during 31st December,
Date of grant HK$ 2005 the year the year the year the year 2005
09/04/2002" 0.820 27,616,000 - 888,000 - 660,000 26,068,000
09/04/20032 0.479 - - - - - 160,000
13/01/2004° 0.906 - - - - - 300,000
27,616,000 - 888,000 - 660,000 26,528,000
MisT Notes:
1. BREZBASSEE  1Ja = 1. The options are either vested immediately and exercisable from
TE-_FMNANEBRE == — 9th April, 2002 to 8th April, 2012 or vested in 4 tranches and
“HFMANB BT URT exercisable on 9th April, 2002, 1st January, 2003, 2004 and 2005
F IO RMNAEE  ATE = to 8th April, 2012. The weighted average closing price of the shares
TE-_FMARB ZTT= immediately before the date on which the options were exercised
F C_ZTEWNFER_ZTHEF was HK$0.891.
—A—RAEE-_Z——FmMA
NBIEEIRETE - BREEAE
AT 2 BRI 8 I 1
I8 A0.8914 T »
2. ERESA-HEE  "JE= 2. The options are vested in 3 tranches and exercisable on 9th April,
TENF BT HREFER-Z 2004, 2005 and 2006 to 8th April, 2013. The persons concerned
EREFENANBEEZZ—= are former employees of the Group and became the employees of
FMANE LB T UATE - substantial shareholder and its subsidiaries and associated
EAATAXEEREE @ ® companies on 30th December, 2005.
—ZETRF+-_A=Z+HRA
FTERFREME QA REE
NAEMEES °
3. BRESA-HEE A= 3. The options are vested in 3 tranches and exercisable on 13th
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January, 2005, 2006 and 2007 to 12th January, 2014. The persons
concerned are former employees of the Group and became the
employees of substantial shareholder and its subsidiaries and
associated companies on 30th December, 2005.



RARE-—F@EEATETRS 5 The Company has entered into a transaction with a connected
BT person, details of which are set out below:
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(i) EREETHEERZIHNWHZ

On 8th November, 2005, the Company entered into a sale
and purchase agreement with Emax Capital Limited (“Emax”)
for the sale of the entire issued share capital of Palazzo
Inc. (“Palazzo”). Palazzo is a wholly owned subsidiary of
the Company and is the holding company of all members of
the Group which are engaged in the office furniture business.
Emax is wholly owned by CRH, which is both a substantial
and controlling shareholder of the Company. Emax is
therefore a connected person of the Company.

The consideration for the sale of Palazzo is HK$183 million,
which have been satisfied by Emax by cash. The disposal
of the office furniture business will allow the Group to focus
on its two major growing businesses namely, semiconductor
and air-conditioner compressor businesses.

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 Board
engaged the Auditors of the Company to perform certain
agreed upon procedures in respect of the on-going connected
transactions to assist the Board to evaluate if the on-going
connected transactions are in accordance with the
requirements of Rule 14A.38 of the Listing Rules. The
Auditors have reported their factual findings on these
procedures to the Board. 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;

(i) 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;
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(iv) on terms that are fair and reasonable and in the interest
of the shareholders as a whole; and

(v) without exceeding the relevant cap disclosed in previous
relevant announcements.

Details of the above-mentioned on-going connected transactions
are summarized as follows:

(i) Goods and services provided by connected persons to
members of the Group.

(a) In relation to CR Shenyang Sanyo and CR Shengrun
Sanyo

Nature

(1)

Purchase of materials by CR
Shenyang Sanyo and CR
Shengrun Sanyo from Sanyo
Electric required in their production
(Note 1).

Royalties payable to Sanyo
Electric pursuant to the technology
licence agreement dated 6th July,
2004 entered into between CR
Shenyang Sanyo and Sanyo
Electric and the technology licence
agreement dated 6th July, 2004
between CR Shengrun Sanyo and
Sanyo Electric for obtaining from
Sanyo Electric the right to use
certain technologies to produce
different models of advanced
compressor products.

Licence fee payable by CR
Shenyang Sanyo and CR
Shengrun Sanyo to Sanyo Electric
for use of Sanyo Electric’'s
trademarks “=¥” and “Sanyo” in
the formers’ compressor products
pursuant to the trademark licence
agreement dated 6th July, 2004.

TBT
HK$°000

28,661

14,331
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(b) In relation to the Company

T&T
Nature HK$’000
Rental payable to China Resources 2,289

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 2).

(iiy Goods and services provided by member of the Group to

connected persons.

F#ET

Nature HK$’000

(1) Sale of compressor products to Sanyo

Electric’s associates by CR Shenyang

Sanyo pursuant to agreements between

the latter and each of Sanyo Electric’s

associate dated 20th December, 2004
(Note 3).

150,860

(2) Sale of C-R15F and C-R20F series
rotary compressor products to Sanyo
Electric by CR Shenyang Sanyo and
CR Shengrun Sanyo pursuant to a
sales agreement dated 11th June, 2003
(Note 4).

W Z

(3) Sale of C-R25F and C-R33F series Nil
rotary compressor products to Sanyo =
Electric by CR Shenyang Sanyo
pursuant to a sales agreement dated
11th June, 2003 (Note 5).
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Notes:

Sanyo Electric is a substantial shareholder of both CR Shenyang Sanyo
and Shenyang Shengrun Sanyo Compressor Co., Ltd. (“CR Shengrun
Sanyo”), in both of which the Company owns a 63.75% equity interest.
There were no written agreements governing such transactions. Further,
no such transactions were carried out during the whole of year 2005.

CRPML is indirectly wholly owned by CRH, which is both a substantial
and controlling shareholder of the Company. Pursuant to Rule 14A.33 of
the Listing Rule, the transaction is exempted from reporting,
announcement and independent shareholders’ approval requirements.

The Sanyo Electric’s associates are Guangdong Sanyo Air Conditioner
Co., Ltd., Shenyang Sanyo Air Conditioning Co., Ltd., Dalian Sanyo
Cold-Chain Co., Ltd., Dalian Sanyo Compressor Co., Ltd. and Dalian
Sanyo Air Conditioner Co., Ltd. Sanyo Electric wholly owns Guangdong
Sanyo Air Conditioner Co., Ltd. and owns a beneficial interest of 55% in
respect of each of the other four companies mentioned above.

The agreement governing the transactions expired on 31st December,
2005. There were no such transactions during the whole of year 2005.

The agreement governing the transactions expired on 31st December,
2005. There were no such transactions during the whole of year 2005.

The connected transaction and all the ongoing connected transactions
which have been carried out in 2005 and disclosed above constitute
related party transactions set out in Note 37 to the financial statements.
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Save as disclosed below, the Directors and chief executive of
the Company are not aware that there was any party (other than
a Director or chief executive of the Company), who, as at 31st
December, 2005 had an interest or short position in the shares
and underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO or which were recorded in the
register maintained by the Company pursuant to Section 336 of
the SFO:

R-BELF
TZA=t+-H
FERONER
BELEEDAE

BOREAWEDL
Percentage of
aggregate long
position in shares
to the issued
share capital of

RR&®

Name of Shareholders

Gold Touch Enterprises Inc. (“Gold Touch”)

Waterside Holdings Limited (“Waterside”)

Splendid Time Investments Inc.

(“Splendid Time”)

£E (KB ARRA([EEEE])

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

#B(EE)AERRA(£EEE])
China Resources (Holdings)
Company Limited (“CRH”)

CRC Bluesky Limited (‘CRC Bluesky’)

ERRNERDA (TEBRH])
China Resources Co., Limited (“CRCL”)

mEEFALR ([hEEE])
China Resources National Corp. (“CRN”")

ERME REGBE  the Company as at
g Nature of Number of 31st December,
Capacity Interests Shares 2005
EXZBEBA EnlEn 297,229,604 11.15
Beneficial Owner Beneficial Interest
EXZBEAA oy I 535,347,743 20.09
Beneficial Owner Beneficial Interest
ERBEAA EnkEn 1,109,688,810 41.64
Beneficial Owner Beneficial Interest
ERBEAA EnfEn 4,836,000 0.18
Beneficial Owner Beneficial Interest
REH AR ER NI 3 1,942,266,157 72.88
Interest of Controlled  Corporate Interest
Corporation
REHRAEAER NI 3 1,947,102,157 73.06
Interest of Controlled  Corporate Interest
Corporation
REHAEAER NI 3 1,947,102,157 73.06
Interest of Controlled  Corporate Interest
Corporation
REHAEAER NI 3 1,947,102,157 73.06

Interest of Controlled
Corporation

Corporate Interest
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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 Times are wholly owned subsidiaries of CRH, which is
therefore deemed to own 1,942,266,157 shares of the Company.
In addition, CRH directly owns 4,836,000 shares in the Company.
CRH 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 1,947,102,157
shares.

On 16th September, 2004, CRL Finance Limited (“CRL Finance”),
a wholly owned subsidiary of the Company, as borrower and the
Company as guarantor for CRL Finance entered into a facility
agreement (the “2nd Facility Agreement”) with certain banks in
which a 3-year revolving credit/term loan facility of up to HK$500
million was granted to CRL Finance for its and/or the Company’s
general corporate purposes. The loan facility is unsecured and
interest bearing with any outstanding amounts to be repaid in
full on the date falling thirty-six months after the date of the
Facility Agreement.

The Facility Agreement contains a term which requires the
Company to procure CRH, the controlling shareholder of the
Company, to remain the majority beneficial owner of the entire
issued share capital of the Company and shall maintain
management control over the Company (the “Specific
Performance Obligation on CRH”).

On 10th December, 2002, the Company as borrower has entered
into a facility agreement (the “1st Facility Agreement”) with certain
banks in which the Company was granted a 5-year revolving
credit/term loan facility of up to HK$800 million and the facility
agreement contains the same Specific Performance Obligation
on CRH. The loan facility is unsecured, interest bearing and
repayable by installments, the last of which will fall due on the
date falling on sixty months after 10th December, 2002.
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In respect of the 1st Facility Agreement and 2nd Facility
Agreement, it will be an event of default if there is a breach of
the Specific Performance Obligation on CRH, which may lead to
the lending banks to demand all or part of the loans, together
with accrued interest, to be immediately due and payable under
respectively the 1st Facility Agreement and the 2nd Facility
Agreement.

During the year, the Company had repurchased a total of
4,500,000 shares of the Company at an aggregate consideration
of HK$3,666,560 on the HK Stock Exchange and all of these
shares were cancelled. Details were as follows:

BRER

Price per Share EERE

&S BIK Aggregate
BEAf% BERAHE Highest Lowest Consideration Paid
Month of Number of Shares BT BT BT
Repurchase Repurchased HK$ HK$ HK$
—EERFNA 3,132,000 0.85 0.83 2,624,560
September, 2005
—EERFTA 1,368,000 0.80 0.73 1,042,000
October, 2005
= 4,500,000 3,666,560
Total

E=RR BOLABROERRFE
B EEEFERSRAFEM -

BRABRESABEEIN  FRARAH
HEMMBEARMERD - HEE
B A2 BHER LT &

HARREEDILETAHELEE
RZRS  MEARE 2 QA AR &
R FENELRE -

The Directors considered that the repurchase of the aforesaid
shares would result in an enhancement of the value of the
Company and its net assets and its earnings per share.

Save as disclosed herein, neither the Company nor any of its
subsidiaries have purchased, sold or redeemed any of the
Company’s listed securities during the year.

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.
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Based on the information that is publicly available to the Company
and within the knowledge of its Directors, as at the date of this
report, there is sufficient public float of not less than 25% of the
Company’s issued shares as required under the Listing Rules.

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
ZHU JINKUN
Chairman

CHINA RESOURCES LOGIC LIMITED

Hong Kong, 11th April, 2006
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