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The Company is a listed public company incorporated in
Bermuda as an exempted company with limited liability and
its shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Its parent company is China
Resources (Holdings) Company Limited (“CRH”), a company
incorporated in Hong Kong and its ultimate holding company
is China Resources National Corp. (“CRNC”), a company
established in the People’s Republic of China, excluding
Hong Kong (the “Mainland China”).

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

In the current year, the Group has applied a number of new
Hong Kong Financial Reporting Standards (“HKFRSs”), Hong
Kong Accounting Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as “new HKFRSs”) issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) that are effective for accounting periods
beginning on or after 1st January, 2005. The application of
the new HKFRSs has resulted in a change in the presentation
of the consolidated income statement, consolidated balance
sheet and the consolidated statement of changes in equity.
In particular, the presentation of minority interests and share
of tax of associates have been changed. The changes in
presentation have been applied retrospectively. The adoption
of the new HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have an effect
on how the results for the current and/or prior accounting
years are prepared and presented:

“ERRFFR - EHRHERAF

75



76

For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

RAFE  NEBRABTEYH
RRERNEIREHFAH A&
AERRGZARR _—_TTREF
—A—HBHZBROEBEH - &
P& B %5 R 3R R B 35 H AR

SENEEFEMADT

=

i)

RBEFE N_ZTZT—F—f
—BHAkBAELEEmE S AR
B MR_EE—F—A—HK
ZHEREEENHEBRBRTER
Mz BT AT -
SEERNEBHIERFERE
M BRIBERI - BAERE
EFEBERNEET,271,000 T
ER-_TEERF—A—H#EESE
AEBRBEF - HRNBENRE
CEEBBERBRELANHE
A& E B ¥ 45 BR {5 36,562,000
EIUH RETEESE - WARREIR A
E-TTRAF A —HAOEEK
K(EKMFE17) - AEEEBEZF
TREF— A —HBRKRILEHER
2 HFEREBERLETHEITR
BERE - RZETERF—A—H
R BHBNBMEERELYS
WRELK R R RERSE

(mAE)E -

HREEETBRES - FAL
BENRTMHE#EE N_FF
MEMNLERBEFLEET (5

FERME2A) -

In the current year, the Group has applied HKFRS 3 Business
Combinations which is effective for business combinations
for which the agreement date is on or after 1st January,
2005. The principal effects of the application of HKFRS 3 to
the Group are summarised below:

Goodwill

In previous years, goodwill arising on acquisitions prior to
1st January, 2001 was held in reserves, and goodwill arising
on acquisitions on or after 1st January, 2001 was capitalised
and amortised over its estimated useful life. The Group has
applied the relevant transitional provisions in HKFRS 3.
Goodwill previously recognised in goodwill reserve of HK$7,
271,000 has been transferred to the Group’s retained profits
as at 1st January, 2005. With respect to goodwill previously
capitalised on the consolidated balance sheet, the Group
has eliminated the carrying amount of the related
accumulated amortisation of HK$36,562,000 with a
corresponding decrease in the cost of goodwill as at 1st
January, 2005 (see Note 17). The Group has discontinued
amortising such goodwill from 1st January, 2005 onwards
and such goodwill will be tested for impairment at least
annually. Goodwill arising on acquisitions after 1st January,
2005 is measured at cost less accumulated impairment
losses (if any) after initial recognition.

As a result of this change in accounting policy, no
amortisation of goodwill has been charged in the current
year. Comparative figures for 2004 have not been restated
(see Note 2A for the financial impact).
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Goodwill (Continued)

In the current year, the Group has also applied HKAS 21
The Effects of Changes in Foreign Exchange Rates which
requires goodwill to be treated as assets and liabilities of
the foreign operation and translated at closing rate at each
balance sheet date. Previously, goodwill arising on
acquisitions of foreign operations was reported at historical
rate at each balance sheet date. In accordance with the
relevant transitional provisions in HKAS 21, goodwill arising
on acquisitions prior to 1st January, 2005 is treated as a
non-monetary foreign currency item. Therefore, no prior
period adjustment has been made.

Excess of the Group’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (previously known as “negative goodwill”)

In accordance with HKFRS 3, any excess of the Group’s
interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost of acquisition
(“discount on acquisition”) is recognised immediately in profit
or loss in the year in which the acquisition takes place. In
previous years, negative goodwill arising on acquisitions prior
to 1st January, 2001 was held in reserves, and negative
goodwill arising on acquisitions after 1st January, 2001 was
presented as a deduction from assets and released to income
based on an analysis of the circumstances from which the
balance resulted. In accordance with the relevant transitional
provisions in HKFRS 3, the Group derecognised all negative
goodwill on 1st January, 2005 (of which negative goodwill
of HK$65,181,000 was previously recorded in goodwill
reserve and of HK$151,811,000 was previously presented
as a deduction from assets), with a corresponding increase
of HK$216,992,000 to the Group’s retained profits. As a
result of this change in accounting policy, no negative
goodwill is released to income in the current year.
Comparative figures for 2004 have not been restated.
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The Group has applied HKFRS 5 Non-Current Assets Held
for Sale and Discontinued Operations, which has resulted in
a change in accounting policy on the recognition of a
discontinued operation. Prior to the application of HKFRS 5,
the Group would have previously recognised a discontinued
operation at the earlier of when the Group enters into a
binding sale agreement and the board of directors have
approved and announced a formal disposal plan. HKFRS 5
now requires an operation to be classified as discontinued
when the criteria to be classified as held for sale have been
met or the Group has disposed the operation. Held for sale
is when the carrying amount of an operation will be recovered
principally through a sale transaction and not through
continuing use. The result of this change in accounting policy
is that a discontinued operation is recognised at a later
point than the previous accounting policy due to the
recognition criteria being stricter under HKFRS 5.

In the current year, the Group has applied HKFRS 2 Share-
based Payment which requires an expense to be recognised
where the Group buys goods or obtains services in exchange
for shares or rights over shares (“equity-settled
transactions”), or in exchange for other assets equivalent in
value to a given number of shares or rights over shares
(“cash-settled transactions”). The principal impact of HKFRS
2 on the Group is in relation to the expensing of the fair
value of share options granted to directors and employees
of the Group, determined at the date of grant of the share
options, over the vesting period. Prior to the application of
HKFRS 2, the Group did not recognise the financial effect
of these share options until they were exercised. In
accordance with the relevant transitional provision, the Group
has applied HKFRS 2 retrospectively to share options that
were granted after 7th November, 2002 and had not yet
vested on 1st January, 2005. Comparative figures have been
restated. The change in policy has resulted in a decrease of
HK$2,149,000 in net profits in the current year (2004:
HK$8,444,000) and a decrease of HK$9,948,000 in the
Group’s retained profits at 1st January, 2005 (1st January,
2004: HK$1,504,000).
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In the current year, the Group has applied HKAS 32 Financial
Instruments: Disclosure and Presentation and HKAS 39
Financial Instruments: Recognition and Measurement. HKAS
32 requires retrospective application. HKAS 39, which is
effective for annual periods beginning on or after 1st January,
2005, generally does not permit the recognition,
derecognition or measurement of financial assets and
liabilities on a retrospective basis. The principal effects
resulting from the implementation of HKAS 32 and HKAS 39
are summarised below:

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional provisions
in HKAS 39 with respect to the classification and
measurement of financial assets and financial liabilities that
are within the scope of HKAS 39.

By 31st December, 2004, the Group classified and measured
its investments in equity securities in accordance with the
benchmark treatment of Statement of Standard Accounting
Practice 24 (“SSAP 24”). Under SSAP 24, investments in
equity securities are classified as “investment securities” and
are carried at cost less impairment losses (if any). From 1st
January, 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities
(including financial assets and liabilities previously outside
the scope of the SSAP 24) in accordance with the
requirements of HKAS 39. Financial assets under HKAS 39
are classified as “financial assets at fair value through profit
or loss”, “available-for-sale financial assets”, “loans and
receivables” or “held-to-maturity financial assets”. Financial
liabilities under HKAS 39 are classified as “financial liabilities
at fair value through profit or loss” or “financial liabilities
other than financial liabilities at fair value through profit or
loss (“other financial liabilities”)”. As a result of the adoption
of HKAS 39, the Group has redesignated “investment
securities” recorded on the consolidated balance sheet at
1st January, 2005 amounting to HK$975,000 as “available-
for-sale investments”.
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Derivatives

From 1st January, 2005 onwards, all derivatives that are
within the scope of HKAS 39 are required to be carried at
fair value at each balance sheet date regardless of whether
they are deemed as held for trading or designated as
effective hedging instruments. Under HKAS 39, derivatives
(including embedded derivatives separately accounted for
from the non-derivatives host contracts) are deemed as held-
for-trading financial assets or financial liabilities, unless they
qualify and are designated as effective hedging instruments.
The corresponding adjustments on changes in fair values
would depend on whether the derivatives are designated as
effective hedging instruments, and if so, the nature of the
item being hedged. For derivatives that are deemed as held
for trading, changes in fair values of such derivatives are
recognised in profit or loss for the period in which they
arise.

Offsetting of financial assets and financial liabilities

In accordance with HKAS 32, in accounting for a transfer of
a financial asset that does not qualify for derecognition under
HKAS 39, the Group cannot offset the transferred asset and
the associated liability. As a result of the adoption of HKAS
32 and HKAS 39, the Group’s notes receivable of HK$288,
845,000 and the associated creditors of the same amount
which were previously offset have been restated on 31st
December, 2004.
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In previous years, owner-occupied leasehold land and
buildings were included in property, plant and equipment
and measured using the cost model. In the current year, the
Group has applied HKAS 17 Leases. Under HKAS 17, the
land and buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be allocated
reliably between the land and buildings elements, in which
case, the entire lease is generally treated as a finance lease.
To the extent that the allocation of the lease payments
between the land and buildings elements can be made
reliably, the leasehold interests in land are reclassified to
prepaid lease payments under operating leases, which are
carried at cost and amortised over the lease term on a

e 2HGARREPCEWE
A (MBTERME2A) - m—7
| HEERRI S D i RET
ZHEMBEAOFIE - AL BE
BEDENEDE  BERK

e

R BREBYERNRBAE
FEEEZPENT

plant and equipment.

straight-line basis. This change in accounting policy has been
applied retrospectively (see Note 2A for the financial impact).
Alternatively, where the allocation between the land and
buildings elements cannot be made reliably, the leasehold
interests in land continue to be accounted for as property,

The effects of the changes in the accounting policies

described above on the results for the current and prior

years are as follows:

—EZRE —TTNF
2005 2004
FEx FET
HK$’000 HK$'000
1T X 4% N Increase in administrative expenses
— R 5K — recognition of share-based
B X payments expense (2,149) (8,444)
EEEERD Decrease in amortisation of goodwill 9,496 -
BEogwAnams Decrease in release of negative
B goodwill to income (52,050) -
JE1E — KBt & R A Increase (decrease) in share of result
B O 2 of an associate 666 (3,196)
FiIE (38 ) w2 (Increase) decrease in taxation (666) 3,196
F s F) Rk > 4R FE Total decrease in profit for the year (44,703) (8,444)
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Balance sheet items

Impact of HKAS 1 &
HKAS 17

Fixed assets

The cumulative effects of the application of the new HKFRSs
as at 31st December, 2004 and 1st January, 2005 are

summarised below:

R-ZTERE
+-FE=t-H
As at

31st December,
2004

THAL
HK$'000
(RHFR)
(originally stated)

2,373,479

Property, plant and equipment -

Investment properties

Prepaid lease payments

on land use rights
included in:

- non-current assets
- current assets

Impact of HKAS 39
Investment securities

975

Available-for-sale investments -

Impact of HKFRS 3
Negative goodwill

Impact of HKAS 32
& HKAS 39
Debtors, deposits and
prepayments
Creditors and accrued
charges

Total effects on assets
and liabilities

Impact of HKFRS 2
& HKFRS 3
Retained profits

Impact of HKFRS 2
Share options reserve

Impact of HKFRS 3
Goodwill reserve

Impact of HKAS 1
Minority interests

Total effects on equity

Impact of HKAS 1
Minority interests

(151,811)

583,444

(555,207)

2,250,880

667,484

57,910

725,394

535,511
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As at

% 31st December,
Adjustments 2004
THAL THAL
HK$'000 HK$'000
(E51)

(restated)

(2,373,479) -
2,138,601 2,138,601
51,791 51,791
178,412 178,412
4,675 4,675

- 975

- (151811)
288,845 872,289
(288,845)  (844,052)
- 2,250,880

(9.048) 657,536
9,948 9,948

- 57,910

535,511 535,511
535,511 1,260,905
(535,511) -

HE
Adjustments
TER
HK$'000

(975)
975

151,811

151,811

209,721

(57,910)

161,811

R-E%1%
-A-H

As at

1st January,
2005

TER
HK$'000
(E5l)
(restated)

2,138,601
51,791

178,412
4,675

975

872,289

(844,052)

2,402,691

867,257

9,948

535,511
1,412,716
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The financial effects of the application of the new HKFRSs
to the Group’s equity on 1st January, 2004 are summarised
below:

3R 5 R
As originally AR 55l
stated Adjustments As restated
FHETT FET FHETT
HK$’000 HK$'000 HK$'000
RE = F Retained earnings 407,482 (1,504) 405,978
B IR Share options reserve
—RBRAEE — recognition of equity-settled
Coliigr) share-based payments
BEEE expense - 1,504 1,504
DER R Minority interests - 396,901 396,901
HREANFEHER Total effects on equity 407,482 396,901 804,383
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Up to the date of authorisation of the financial statements,
the HKICPA has issued a number of amendments, new
standards and interpretations which are not yet effective for
the year ended 31st December, 2005. The Group has not
early applied these amendments, new standards and
interpretations in the financial statements for the year ended
31st December, 2005. The directors of the Company
anticipate that the application of these Standards or
Interpretations will have no material impact on the financial
statements of the Group.

The consolidated financial statements have been prepared
on the historical cost basis, except for certain properties
and financial instruments, which are measured at revalued
amounts or fair values, as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and by the Companies
Ordinance.
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For the year ended 31st December, 2005
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The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
in line with those used by the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s equity
therein. Minority interests in the net assets consist of the
amount of those interests at the date of the original business
combination and the minority’s share of changes in equity
since the date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the subsidiary’s
equity are allocated against the interests of the Group except
to the extent that the minority has a binding obligation and
is able to make an additional investment to cover the losses.

Goodwill arising on acquisitions prior to 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is before 1st January, 2005 represents
the excess of the cost of acquisition over the Group’s interest
in the fair value of the identifiable assets and liabilities of
the relevant subsidiary at the date of acquisition. For
previously capitalised goodwill arising on acquisitions after
1st January, 2001, the Group has discontinued amortising
such goodwill from 1st January, 2005 onwards and such
goodwill will be tested for impairment at least annually.

As explained in Note 2 above, all goodwill arising on
acquisitions prior to 1st January, 2001 previously recognised
in goodwill reserve has been transferred to the Group’s
retained profits as at 1st January, 2005.
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Gooawill arising on acquisitions on or after 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is on or after 1st January, 2005
represents the excess of the cost of acquisition over the
Group’s interest in the fair value of the identifiable assets,
liabilities and contingent liabilities of the relevant subsidiary
at the date of acquisition. Such goodwill is carried at cost
less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary
is presented separately in the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that
are expected to benefit from the synergies of the acquisition.
Cash-generating units to which goodwill has been allocated
are tested for impairment annually, and whenever there is
an indication that the unit may be impaired. For goodwill
arising on an acquisition in a financial year, the cash-
generating unit to which goodwill has been allocated is tested
for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is less
than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of the
unit pro-rata on the basis of the carrying amount of each
asset in the unit. An impairment loss for goodwill is
recognised directly in the consolidated income statement
and is not reversed in subsequent periods.

On subsequent disposal of a subsidiary, the attributable

amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.
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A discount on acquisition arising on an acquisition of a
subsidiary for which the agreement date is on or after 1st
January, 2005 represents the excess of the net fair value of
an acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of the business combination. Discount
on acquisition is recognised immediately in consolidated
income statement.

As explained in Note 2 above, all negative goodwill as at
1st January, 2005 has been derecognised with a
corresponding adjustment to the Group’s retained profits.

Non-current assets and disposal groups are classified as
held for sale if the carrying amount will be recovered
principally through a sale transaction and not through
continuing use. This condition is regarded as met only when
the sale is highly probable and the asset (or disposal group)
is available for immediate sale in its present condition.

Non-current assets (and disposal groups) classified as held
for sale are measured as lower of the assets’ (or disposal
groups’) previously carrying amount and fair value less costs
to sell.

Sales of goods are recognised when goods are delivered
and title has passed.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount.
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The results and assets and liabilities of associates are
incorporated in these financial statements using the equity
method of accounting. Under the equity method, investments
in associates are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the
Group’s share of the profit or loss and of changes in equity
of the associate, less any identified impairment loss.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of the
Group’s interest in the relevant associate.

Property, plant and equipment are stated at cost or valuation
less accumulated depreciation and accumulated impairment
losses.

Certain of the Group’s leasehold properties were revalued
at 31st March, 1994. The Group has adopted the transitional
relief provided by paragraph 80A of HKAS 16 Property, Plant
and Equipment from the requirement to make regular
revaluations of the Group’s leasehold properties and,
accordingly, no further revaluation of these leasehold
properties will be carried out. The surplus arising on
revaluation of these leasehold properties was credited to
other properties revaluation reserve. Any future impairment
losses recognised in respect of these leasehold properties
will be charged to the consolidated income statement to the
extent that it exceeds the surplus, if any, held in other
properties revaluation reserve relating to previous
revaluations of the particular property. On subsequent
disposal of such leasehold properties, the corresponding
revaluation surplus remaining in the other properties
revaluation reserve is transferred to retained profits.
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Depreciation is provided to write off the cost or valuation of
items of assets, other than construction in progress, over
their estimated useful lives and after taking into account
their estimated residual values, where appropriate, using
the straight line method, as follows:

Leasehold properties 25 to 40 years or over the
relevant lease terms, if

shorter
Furniture and fixtures 5-13 years
Machinery and equipment 5-13 years
Motor vehicles 3'/s-5 years

No depreciation is provided on construction in progress until
such time when construction work is completed and the costs
of construction are transferred to the appropriate category
of assets.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and
the carrying amount of the item) is included in the
consolidated income statement in the year in which the item
is derecognised.

Investment properties, which are properties held to earn
rentals, is stated at cost less accumulated depreciation and
any accumulated impairment losses. Depreciation is provided
to write off the cost of investment properties using the
straight-line method over the remaining terms of the leases.

Costs incurred in the acquisition of technical know-how
assets are capitalised and amortised on a straight line basis
over their estimated useful lives.
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Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets are capitalised
as part of the cost of those assets. Capitalisation of such
borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalised.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that these assets have
suffered an impairment loss. If the recoverable amount of
an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable
amount. Impairment losses are recognised immediately in
the consolidated income statement, unless the relevant asset
is carried at a revalued amount under another HKFRS, in
which case the impairment loss is treated as a revaluation
decrease under that HKFRS.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised immediately in the
consolidated income statement, unless the relevant asset is
carried at a revalued amount under another HKFRS, in which
case the reversal of the impairment loss is treated as a
revaluation increase under that other HKFRS.
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Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted-average cost
method. Net realisable value represents the estimated selling
price in the ordinary course of business less the estimated
costs necessary to make the sale.

Prepaid lease payments on land use rights are stated at
cost less subsequent accumulated amortisation and any
accumulated impairment losses. The costs of prepaid lease
payments on land use rights are amortised on a straight-
line basis over the shorter of the relevant land use right or
the operation period of the relevant company.

Financial assets and financial liabilities are recognised on
the consolidated balance sheet when a group entity becomes
a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets are classified into one of the following
categories, including financial assets at fair value through
profit or loss, loans and receivables, available-for-sale
financial assets and held-to-maturity financial assets. All
regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. The
Group’s financial assets comprise of loans and receivables
and available-for-sale financial assets. The accounting
policies adopted in respect of the Group’s financial assets
are set out below.
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Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent to
initial recognition, loans and receivables are carried at
amortised cost using the effective interest method, less any
identified impairment losses. An impairment loss is
recognised in profit or loss when there is objective evidence
that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the original
effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to a
restriction that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not
been recognised.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as any of the other
categories. At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are measured
at fair value. Changes in fair value are recognised in equity,
until the financial asset is disposed of or is determined to
be impaired, at which time, the cumulative gain or loss
previously recognised in equity is removed from equity and
recognised in profit or loss. Any impairment losses on
available-for-sale financial assets are recognised in profit or
loss. Impairment losses on available-for-sale equity
investments will not reverse to profit or loss in subsequent
periods. For available-for-sale debt investments, impairment
losses are subsequently reversed if an increase in the fair
value of the investment can be objectively related to an
event occurring after the recognition of the impairment loss.
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Available-for-sale financial assets (Continued)

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity instruments, they are measured at cost less any
identified impairment losses at each balance sheet date
subsequent to initial recognition. An impairment loss is
recognised in profit or loss when there is objective evidence
that the asset is impaired. The amount of the impairment
loss is measured as the difference between the carrying
amount of the asset and the present value of the estimated
future cash flows discounted at the current market rate of
return for a similar financial asset. Such impairment losses
will not reverse in subsequent periods.

Financial liabilities are generally classified into financial
liabilities at fair value through profit or loss and other financial
liabilities. The Group’s financial liabilities comprise of other
financial liabilities. The accounting policies adopted in respect
of other financial liabilities are set out below.

Other financial liabilities

Other financial liabilities including borrowings, creditors and
accrued charges and amounts due to an associate/minority
shareholders are subsequently measured at amortised cost,
using the effective interest rate method.

Derivatives that do not qualify for hedge accounting are
deemed as financial assets held for trading or financial
liabilities held for trading. Changes in fair values of such
derivatives are recognised directly in profit or loss.
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Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets
are transferred and the Group has transferred substantially
all the risks and rewards of ownership of the financial assets.
On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised directly in equity is recognised in profit or loss.

For financial liabilities, they are removed from the Group’s
consolidated balance sheet (i.e. when the obligation specified
in the relevant contract is discharged, cancelled or expires).
The difference between the carrying amount of the financial
liability derecognised and the consideration received or
receivable is recognised in profit or loss.

Government grants are recognised as income over the
periods necessary to match them with the related costs.
Grants related to depreciable assets are presented as
deferred income and are released to income over the useful
lives of the assets. Grants related to expense items are
recognised in the same period as those expenses are
charged in the consolidated income statement and are
reported separately as other operating income.

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that
the Group will be required to settle that obligation. Provisions
are measured at the directors’ best estimate of the
expenditure required to settle the obligation at the balance
sheet date, and are discounted to present value where the
effect is material.
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Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

Where the Group is the lessor, rental income from operating
leases is recognised in profit or loss on a straight-line basis
over the relevant lease term.

Where the Group is the lessee, rental expense under
operating leases is charged to profit or loss on a straight-
line basis over the relevant lease term. Benefits received
and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over
the lease term on a straight-line basis.

The functional currency (i.e. the currency of the primary
economic environment in which the entity operates) of
subsidiaries in the Mainland China is Renminbi. The
consolidated financial statements are presented in the
currency of Hong Kong dollars, which is the functional and
presentation currency of the Company.

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
its functional currency at the rates of exchanges prevailing
on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.
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Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or
loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases,
the exchange differences are also recognised directly in
equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Company at the rate of exchange prevailing at the
balance sheet date, and their income and expenses are
translated at the average exchange rates for the year.
Exchange differences arising, if any, are recognised as a
separate component of equity (the translation reserve). Such
exchange differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1st January, 2005 are treated as assets and liabilities
of that foreign operation and translated at the rate of
exchange prevailing at the balance sheet date. Exchange
differences arising are recognised in the translation reserve.

As mentioned in Note 2, goodwill arising on acquisitions of
foreign operations prior to 1st January, 2005 is treated as
non-monetary foreign currency items of the acquirer and
reported using the historical exchange rate prevailing at the
date of the acquisition.

The retirement benefit costs charged in the consolidated
income statement represent the contributions payable in
respect of the current year to the Group’s retirement benefits
schemes.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE
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Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes consolidated income statement
items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the balance sheet
date.

Deferred tax is recognised on differences between the
carrying amount of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used
in the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available
against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

EERIBREH BN A EEE
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hn e
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Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited in the
consolidated income statement, except when it relates to
items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

For share options granted to eligible participants of the
Group, fair value of services received are determined by
reference to the fair value of share options granted at the
date of grant and is expensed on a straight-line basis over
the vesting period/expensed in full at the grant date when
the share options granted vest immediately, with a
corresponding increase in equity (share option reserve).

When the share options are forfeited or are still not exercised
at the expiry date, the amount previously recognised in share
option reserve will be transferred to retained profits.

In the process of applying the Group’s accounting policies,
which are described in Note 3, the Group has made the
following judgments that have significant effect on the
amounts recognised in the financial statements.

The Group makes estimates and assumptions concerning
the future in preparing accounting estimates. The resulting
accounting estimates may not equal to the actual results.
The key estimates and assumptions that may have a
significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year are discussed as below.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE
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In accordance with HKAS 36 Impairment of Assets, the Group
completed its annual impairment test for goodwill by
comparing the recoverable amount to the carrying amount
as at 31st December, 2005. The valuation uses cash flow
projections based on financial estimates using an appropriate
discount rate. Details of the impairment test for goodwill are
disclosed in Note 18.

The Group assesses annually whether property, plant and
equipment have any indication of impairment, in accordance
with the relevant accounting policies. The recoverable
amounts of property, plant and equipment have been
determined based on value in use calculations. These
calculations and valuations require the use of judgment and
estimates on future operating cash flows and discount rates
adopted.

The Group makes allowance for doubtful debts based on an
assessment of the recoverability of trade and other
receivables. Allowances are applied to trade and other
receivables where events or changes in circumstances
indicate that the balances may not be collectible. The
identification of doubtful debts requires the use of judgment
and estimates. Where the expectation on the recoverability
of trade and other receivables is different from the original
estimate, such difference will impact the carrying value of
trade and other receivables and doubtful debts expenses in
the periods in which such estimate has been changed.

The Group makes allowance for inventories based on an
assessment of the net realisable value of inventories.
Allowances are applied to inventories where events or
changes in circumstances indicate that the net realisable
value is lower than the cost of inventories. The identification
of obsolete inventories requires the use of judgment and
estimates on the conditions and usefulness of the inventories.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE
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The Group’s major financial instruments include borrowings,
trade debtors, bank balances and cash and trade creditors.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks
are set out below. The Group manages and monitors these
exposures to ensure appropriate measures are implemented
on a timely and effective manner.

The Group operates mainly in the Mainland China. Most of
the Group’s assets and liabilities are denominated in Hong
Kong dollars and Renminbi with some creditors denominated
in Japanese Yen and US dollars. The Group does not expect
any significant exposure to foreign exchange fluctuations.

The Group’s maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations in
relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the consolidated
balance sheet. In order to minimise the credit risk, the Group
has policies in place for determination of credit limits, credit
approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount of each
individual trade debt at each balance sheet date to ensure
that adequate impairment losses are made for irrecoverable
amounts. In this regard, the Group considers that the credit
risk is significantly reduced.

Cash flow interest rate risk is the risk that the cash flows of
the financial instruments will fluctuate because of changes
in market interest rates. Fair value interest rate risk is the
risk that the fair value of the financial instruments will
fluctuate because of changes in market interest rates. The
Group’s interest rate risk relates primarily to the Group’s
borrowing obligations. The Group’s treasury policy is in place
to monitor to manage its exposure to fluctuation in interest
rates.
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Notes To The Consolidated Financial Statements

e MR MEE

For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

6. ¥ERRHMEDE 6. BUSINESS AND GEOGRAPHICAL SEGMENTS

(%08 Business segments

RABER FEELEEBHE For management purposes, the Group is currently organised

Rl RMARE Y ERBRER into two operating divisions — semiconductor and compressor.

o WEEBHARERZMAE These divisions are the basis on which the Group reports its

ZHEEARREE - primary segment information.

FEEBWOT : Principal activities are as follows:

FER — Rt BERHEHE Semiconductor — design, fabrication and packaging of
BrREKERRER consumer integrated circuits and
FERERM - special semiconductor devices

FRAEHE — ETEFRAEE - Compressor — manufacture of compressor for air-

conditioners

AEBNM2HERYERBEENRAE The Group was also involved in the manufacture and
RKE - BERZBETRFE+TZA= distribution of office furniture. The operation was discontinued
THKIEEEER (RE10) on 30th December, 2005 (see Note 10).
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Notes To The Consolidated Financial Statements

e MR MEE

For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

6. XBRHEEDE (&)

6. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)
e nKE () Business segments (Continued)
BE—EER&+—-F=+—H For the year ended 31st December, 2005
LFE
BRLEEEK
BEEEEER Discontinued
Continuing operations operation
BREKR
YRR Ba% CH Office &8
Semiconductor Compressor Total furniture Consolidated
THER THER THER THER THER
HK$°000 HK$'000 HK$°000 HK$°000 HK$°000
L Turnover
S External sales 1,430,147 1,433,085 2,863,232 201,215 3,064,447
Ed Result
DEiES | Segment results 153,277 276,890 430,167 19,709 449,876
AARAE (FY) Unallocated corporate
ON (expenses) income (22,125) 933 (21,192)
BN Profit from operations 408,042 20,642 428,684
BHAA Finance costs (51,038) - (51,038)
¥ - UNGE S | Share of result of an associate (12,541) - (12,541) - (12,541)
RELE-X Loss on deemed disposal
BenAnEs of an associate (2,826) - (2,826) - (2,826)
HEBRIEEER Gain on disposal of
W& discontinued operation - 74,295 74,295
BB AT Profit before taxation 341,637 94,937 436,574
] Taxation (30,371) (2,104) (32,475)
EREF Profit for the year 311,266 92,833 404,099

ARE-TTRF+-A=+—
IR ARHE -

There were no inter-segment sales during the year ended
31st December, 2005.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

R-ZEERFF+_HA=+—H At 31st December, 2005
BEBERX Balance sheet
Continuing operations
¥EE JBR 48 #% RE
Semiconductor Compressor Consolidated
FTER FTER FTER
HK$’000 HK$’000 HK$’000
BE ASSETS
DEEE Segment assets 2,647,124 2,430,446 5,077,570
R—KE 2 ARE#ELZ  Interest in an associate 289,380 - 289,380
RKOBAREE Unallocated corporate assets 204,485
REEERE Consolidated total assets 5,571,435
BE LIABILITIES
NEEE Segment liabilities 741,320 423,670 1,164,990
Ao ARAE Unallocated corporate liabilities 1,382,657
rEBERE Consolidated total liabilities 2,547,647
P EERFF+ - A=+—H For the year ended 31st December, 2005
LEFE
A EH Other information
BRIESEER
BEGEER Discontinued
Continuing operations operation
BAZHA
YRR EBE# b EH Office g8
Semiconductor  Compressor Others Total furniture  Consolidated
ThR TER TR ThR TER TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
EAEX Capital expenditure 333,848 293,252 220 627,320 2,660 629,980
TERES Depreciation and amortisation 200,125 102,905 918 303,948 4,422 308,370
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Notes To The Consolidated Financial Statements

e MR MEE

For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

6. XBRHEEDE (&)

EBoE(E)

6. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Business segments (Continued)

HE—_FEFNF+—_H=+—H For the year ended 31st December, 2004 (restated)
IEFE(E3))
BRIEEEER
RERRER Discontinued
Continuing operations operation
BAERE
YEE B aif Office g8
Semiconductor ~ Compressor Total furniture  Consolidated

TR TR TR TR TR
HK§000 ~ HK§000 ~ HK$'000  HK§000  HK$'000

B Turnover
o External sales 1,295,331 1,191,876 2,487,207 185,636 2,672,843
B4 Result
PRER Segment results 166,818 229,988 396,806 22,606 419,412
FARAE (FY) Unallocated corporate

WA (expenses) income (29,751) 956 (28,795)
- Segil Profit from operations 367,055 23,562 390,617
BHAA Finance costs (23,965) - (23,965)
¥ A-UNGES Share of result of an associate 21,045 - 21,045 - 21,045
RELE-R Gain on deemed disposal

BERRmME of an associate 27,991 - 27,991 - 27,991
IR AT 7 Profit before taxation 392,126 23,562 415,688
BE Taxation (27,421) (3235)  (30,656)
EREF Profit for the year 364,705 20,327 385,032
REBEZ-ZENF+-_A=+— There were no inter-segment sales during the year ended
BtFETESHEREE - 31st December, 2004.
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e MR MEE

For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

6. ¥XRHMEDE (&) 6. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
XBo8E (&) Business segments (Continued)
R-ZEFENF+-_H=+—H At 31st December, 2004 (restated)
(E3)
HERMEX Balance sheet
BRI
Bexk
BELERH Discontinued
Continuing operations operation
BAERA
rEE Bk CHI Office ga
Semiconductor ~ Compressor Total furniture  Consolidated
TER TER ThET ThEL ThEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE ASSETS
PREE Segment assets 2,302,740 2,122,258 4,424,998 143,621 4,568,619
R-FBENFMNER Interest in an associate 297,916 - 297,916 - 297,916
KARAAEE Unallocated corporate assets 32,916
GREELE Consolidated total assets 4,899,451
af LIABILITIES
AEEE Segment liabilities 643,787 343,358 987,145 40276 1,027,421
N WNGINEE Unallocated corporate liabilities 1,388,867
LFaakkE Consolidated total liabilities 2,416,288
HE—_FEFNFF+—-_H=+—H For the year ended 31st December, 2004 (restated)
IEFE (EZ)
A & ¥ Other information
BEIE
BELEEH Discontinued
Continuing operations operation
HAZRA
TEE Ef# Bt aif Office g8
Semiconductor  Compressor Others Total furniture - Consolidated
THER ThR ThEL THER ThER ThEL
HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000
BARX Capital expenditure 534,122 253,200 73 787485 2475 789,960
REREH Depreciation and
amortisation 161,059 91,332 1,145 253,536 5418 258,954
AEEH Amortisation of goodwil 1,493 8,003 - 9,496 - 9,496
AHERD Release of negative
goodwill 56,988 - - 56,988 - 56,988
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

REBEEBLURPE A NE
B o

AEEOFERNPE AW EE
iﬁﬁ%’% o BAEH AN R E A

TR A B E 585
BB R HEED I

—ER®RE —TINF
2005 2004
FER FAT
HK$°000 HK$'000
oA Mainland China 2,483,576 2,105,522
BB Hong Kong 181,682 190,221
H Others 197,974 191,464
2,863,232 2,487,207
K & K BB K IEKE Turnover from the Group’s discontinued office furniture
PRAERAEBENEEETE operation was derived principally from the Mainland China
REFRBEA (ZTZEAF (2005: HK$201,215,000, 2004: HK$185,636,000).
201,215,000 70 * —ZE & Y
% 185,636,000 0) °
NTASHEEEREBUAEY The following is an analysis of the carrying amount of

X BE MR EERMAEAR
EREEMEMEI DN

The Group’s operations are located in the Mainland China
and Hong Kong.

The Group’s sales of semiconductors are carried out in the
Mainland China and Hong Kong. Sales of compressor are
carried out in the Mainland China.

The following table provides an analysis of the Group’s sales
from continuing operations by geographical market:

segment assets, and additions to property, plant and
equipment and technical know-how analysed by the
geographical area in which the assets are located:

ME - BERRER
Rt BN AE

TEEENREE Additions to property,

Carrying amount
of segment assets

R+=RA=+-H
At 31st December,
—EEHE _—ZTTNE

2005 2004

FTERT FAT

HK$’000 HK$'000

(E7)

(restated)

B A Mainland China 5,011,847 4,664,079
BB Hong Kong 559,588 235,372
5,571,435 4,899,451

plant and equipment
and technical know-how
BE+-A=t—HLEE
For the year ended
31st December,
—E2IF -—TINF

2005 2004
TET THET
HK$’000 HK$'000
(E7))

(restated)

602,093 781,265
27,887 8,695
629,980 789,960
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Notes To The Consolidated Financial Statements

e T HRAR M

For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

7. OTHER OPERATING INCOME

—EBAHF —EENF
2005 2004
FTEx FHET
HK$’000 HK$’000
BEt AEMEERA Included in other operating income are:
RITERF B WA Interest on bank deposits 4,862 5,408
R B A9 i BT B9 BT 7 B & Government grants from the Mainland
China government 2,956 12,147
JE 51 A B B S [l Write back of accrued interest expenses 23,797 13,307
B A (Msras) Write back of provisions (Note 28) 19,662 -
JE R R % Write back of creditors and
JEFTERED accrued charges 7,764 1,006
REBERD Reversal of allowance for doubtful debts 16,028 -
BREMENHESHA Rental income from investment properties 10,936 9,289
HERREER Rental income from machinery
el A and equipment 1,367 454
BERRT Value-added tax refund 2,872 1,938
BEBEEBDERRERK Tax refund for re-investing profit
BB R B BT 13 4 F distribution from subsidiaries in
DK BIERERRT accordance with relevant jurisdiction - 1,928
8. BB 8. FINANCE COSTS
—gEEE -—TINE
2005 2004
TEx FHET
HK$’000 HK$’000
AR BLF NBEE Z M IETT Interest on bank borrowings and other
BEREME KT loans wholly repayable within five years 51,038 23,965
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For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

9. ®HE 9. TAXATION

—EBAHF —EENF
2005 2004
FTERT FAET
HK$’000 HK$’000
(&%)
(restated)

FRIESH CR&e) B1E ©  The tax charge (credit) comprises:

BB TR 18 Current tax

D Hong Kong (622) 170
A B A b Mainland China 36,282 31,420
35,660 31,590
BT A (M 5E33) Deferred tax (Note 33) (3,185) (934)
32,475 30,656

FR - BEFNERIIBIEGE
ERUR ML EA7.5% (ZFE MW
F17.5%) 1 E -

AR AIMER RGBT IR % 7
ARRERBERRETE -

REFEANBAREYERTAR
TEALETHBARENRE
ARTRIAR R B & EERNFE
FAEFH PR HAME AT EE e A R B
BEMEHR  YRNHEER=FA&
B2 50%F B BT -

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%)

on the estimated assessable profit for the year.

Profits tax outside Hong Kong is calculated at the rates

prevailing in the respective jurisdictions.

In accordance with the relevant tax laws and regulations of
the Mainland China, certain Mainland China subsidiaries are
exempted from Mainland China Enterprise Income Tax for
two years starting from the first profit making year after
utilisation of the brought forward tax losses and eligible for
a 50% relief of Mainland China Enterprise Income Tax for

the following three years.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

FATIAF 2 A] L ER B AT )4 A
BRI

before taxation as follows:

K B¢ A 4 A Profit before taxation
BEEBB B E175% Tax at the Hong Kong Profits
(ZZZ N4 : 17.5%) Tax rate of 17.5%
FTE IR (2004: 17.5%)
JE(E—KBtE AT Tax effect of share of

XENTBTE result of an associate
MBMBABBRTEMAE  Tax effect of expenses not deductible
kY S for tax purpose
MBI AREBARMR  Tax effect of income not taxable
WA TR 52 & for tax purpose
T FEBERE Overprovision in respect of prior year
ANERHIBEED Tax effect of tax losses
M2 not recognised
HER 38 1E I R #E SR Utilisation of tax losses previously
REEBEEBOREFZZ  not recognised
7 T 3R EL At BT HR Tax effect of other deductible temporary

TRHEZENREFE  differences not recognised

B S A R MR 2 B Utilisation of other deductible temporary
AHRERER differences previously not recognised

H A B S 2 A Effect of tax exemptions granted
FIERERENFTZE  to subsidiaries in the Mainland China

REERERFENMEH Income tax on concessionary rate

FERB ALK E Effect of different tax rates of subsidiaries
RERTRMERNFE  operating in the Mainland China

E A, Others

FABIEZH

Tax charge for the year
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—®enfg
2005

Fi8 7
HK$’000

436,574

76,400

2,195
3,715

(25,041)
(2,628)

12,827

(10,575)
(25,087)

894
(225)

32,475

The tax charge for the year can be reconciled to the profit

—ETF
2004

FiE T
HK$’000
(EH)

(restated)

415,688

72,745

(3,683)
7,644

(22,015)

9,009
(1,376)
1,539

(490)

(12,644)
(24,579)

4,383
123

30,656



For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

RZ_ZEZRF+—AN\B &%
EHFEBEENZ2EWBE QA
Emax Capital Limited ([Emax])
AT EBE B W& LR E
183,000,000 ;T i E AR A&
& [ff B A 7 Palazzo Inc.H) & #F
fi% # ¥ Emax ° Palazzo Inc. 5 Zx
EEMBERERATREEBK
BARIMERAR  BFEESREH
Wi dlis R HERATERA o f
EMAERAER  AEEAH
BREPHREMZLER - HE
BERZZEFERFTA=THT
B o

FARE DR ILEE R
Bt AGZREBATREK - EoMfm
o

On 8th November, 2005, the Group entered into a sale
agreement with Emax Capital Limited (“Emax”), a wholly-
owned subsidiary of CRH, to dispose of its entire interest in
Palazzo Inc., a wholly-owned subsidiary of the Company, to
Emax for a consideration of HK$183,000,000. Palazzo Inc.
is the holding company of all members of the Group which
engaged in the office furniture business including the
manufacture and supply of office furniture in the Mainland
China. By disposing of office furniture operation, the Group
can focus its resources on its other core businesses. The
disposal was completed on 30th December, 2005.

The profit for the year from the discontinued operation which
has been included in the consolidated income statement is
analysed as follows:

—B2HF —ZETMEF

2005 2004

FHET FBT

HK$’000 HK$’000

MAEREEBE M Profit of office furniture operation 18,538 20,327
HEWRAEHRA Gain on disposal of office furniture

Bl (MsE29) operation (Note 29) 74,295 -

92,833 20,327
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

H-ZEERF—A—HE+=-A=
T HEBNBATRAZEED A
HREWARE - EHHOT

The results of office furniture operation for the period from 1st
January, 2005 to 30th December, 2005, which have been
included in the consolidated income statement, were as follows:

BZE H=E

—EERF —ZETNF

+=ZHA=+H t=ZA=+—H

1EHA S IEFE

Period ended Year ended

30.12.2005 31.12.2004

FET FATT

HK$’000 HK$'000

EEE Turnover 201,215 185,636
& KR Cost of sales (130,001) (116,798)
SN Other operating income 2,371 2,985
ol PN Distribution costs (22,345) (21,212)
TERX Administrative expenses (29,953) (26,737)
Hi e a = Other operating expenses (645) (312)
Fr 15 A g A Profit before taxation 20,642 23,562
Rl Taxation (2,104) (3,235)
WAEREEE R Profit of office furniture operation 18,538 20,327
Mer : WIEHAERAEEF KRR JES Note: No tax charge or credit arose on gain on discontinuance of the office

KBRS B ERIBER R

UTFABKILEEEBR =TT
BEF-A=1A(LEAN R
—ERERFIoA=t-ANE
EFME

furniture operation.

The net assets of the discontinued operation at 30th
December, 2005 (date of disposal) and at 31st December,
2004 were as follows:

—EZRF —Z2TmF

+=—B=+B+=A=+—H

30.12.2005 31.12.2004

FTHER FHETT

HK$’000 HK$'000

ME - BERZE Property, plant and equipment 8,965 12,669
T FRETEN A FIE  Prepaid lease payments on land use rights 7,912 7,799
A Inventories 18,841 18,077

JEWHRR - e &k Debtors, deposits and

B IR prepayments 47,005 41,651
RITHEF LIRS Bank balances and cash 90,863 71,312
JENERFR K ESTER Creditors and accrued charges (53,134) (44,133)
TIE Taxation (1,098) (1,529)
RERIEE & Deferred tax liabilities (4,458) (4,458)
114,896 101,388
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

NTRERIEEEEBR T The net cash flows of the discontinued operation for the
FF—A—HEZZTTRF+= period from 1st January, 2005 to 30th December, 2005, were
A=TH®WEREE2REFE as follows:
BE-ZTZTHE #HE-_ZZTNWF
+=ZA=+HB +ZA=+—H
IHEA R EFE
Period ended Year ended
30.12.2005 31.12.2004
FER FETT
HK$°000 HK$’000
REXBHAERTFR Net cash from operating activities 30,878 15,101
BREXBHBBR T FHE Net cash used in investing activities (1,545) (9,414)
A& XA S FHE Net cash used in financing activities (11,943) (12,267)
INEERE B 2 Effect of foreign exchange rate changes 2,161 169
19,551 (6,411)
ZE22RE _—_ZTTOEF
2005 2004
FET FHETT
HK$’000 HK$'000
(&%)
(restated)
F Nom Al Profit for the year has been arrived
[ at after charging:
BIRA \ Staff costs
E=2p = (eE12) Directors’ emoluments (Note 12) 9,031 6,883
HMBET Other staff
—He A — Salaries and other benefits 293,287 281,508
—RRAER — Retirement benefit scheme
RN FR IR Y contribution net of forfeited
#H29,991; contribution of HK$29,991
(ZZ2Zr (2004: nil) 35,992 24,646
& 17 1~ R B Sz Share-based payments expense 2,149 8,444
BIKA4R%E Total staff costs 340,459 321,481
1% SR B & Auditors’ remuneration 2,400 2,300
* BEMK Depreciation of property, plant
RETE and equipment 298,248 249,055
BREMENE Depreciation of investment properties 2,339 2,317
B Mg A 55 6 8 Amortisation of technical know-how 3,101 2,985
b {5 FA A TR AT AR 4D Amortisation of prepaid lease payments
IR B 5 on land use rights 4,682 4,597
T+ S MR Write down of inventories 31,324 13,946
HEWE - HE Loss on disposal of property, plant
MEREER and equipment = 17,738
ME - BB MRiE Impairment loss recognised on property,
EHERNREER plant and equipment 2,357 10,126
HMEMEDTH Operating lease rentals paid in respect
REHEOES of rented premises 7,958 7,716
P& X 18 F A Exchange loss, net 1,819 459
Bl —KEBEE R aH Share of tax of an associate = 3,196
WEFA and after crediting:
KREBEMER Rental income from investment
HE WA properties 10,936 9,289
W mBESWAR Less: Direct expenses from investment
REMEEED properties that generated
BERX rental income (1,864) (1,564)
9,072 7,725
HEYE - BEM&RE Gain on disposal of property, plant and
Wz equipment 7,514 -

SBERFER .

EHBHEERL T
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For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

12. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST
PAID EMPLOYEES

Directors

The emoluments paid or payable to each of the eleven (2004:
twelve) directors were as follows:

“EELE ZEERE
2005 2004
BnE BAEA
#4R fgs  HEER
Eth%EF Performance Retirement
Salaries related henefit

(a)

(b)

(c)

(d)

(e)

®

BIREAER_TTHRF=A=-+
— Rt

FBITEE -

EREALER -FEMFLAS
+RREFRTEE W

BIUFRTESF °
BEREBEggER -

BE-ZZAF+-A=1t—A1Lt
FE BREEEMERBRENE
HE RGBT AFEEAEND®E
P& AD 1 7R F 2 /3389,000/ 7T (=
ZT M4 : 1,538,00087T) °

(a)

(b)

(c)

(d)

(e)

"

#4& andother incentive  scheme Ait At
Fees benefits ~ payments contributions Total Total
FEES first TEn T T TEn T T
Name of Director Notes HK$'000  HK$000  HK$'000  HK$'000  HK$'000  HK$000
R SONG LIN - - - - = -
Ko ZHU JINKUN - 951 672 92 1,715 1,464
IA¥ WANG GUOPING - 562 503 12 1,077 888
IFR ONG THIAM KIN - 1,517 400 168 2,085 1,880
HiRE DAl ZHENHUA a 75 37 1,767 5 1,884 704
(e Yuyu - 44 500 76 1,320 1,153
Bk YU MIN - 470 180 - 650 554
R CHEN LANG b - - = = = -
ERE NING GAONING b, ¢ = = = o = -
g5 WONG TAK SING de 100 - - - 100 80
BEE LUK CHI CHEONG de 100 - - - 100 80
BEY KO PING KEUNG de 100 - - - 100 80
375 4,281 4,022 353 9,031 6,883

B RE Notes:

Mr. DAl ZHENHUA passed away on 22nd March, 2005.

Non-executive director.

Mr. NING GAONING resigned as non-executive director on 30th
December, 2004.

Independent non-executive directors.

Members of the Audit Committee.

For the year ended 31st December, 2005, share-based payments
expense recognised based on the fair value of the share options

granted to directors as estimated at the date of grant was HK$389,000
(2004: HK$1,538,000).

- CHINA RESOURCES LOGIC LIMITED ¢ Annual Report 2005




For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

AEBELERSFALEENS
—ETMEF  ZRB)RTESE
WEZMEFBHN XX - A&
BEBESHESNHSMOT ¢

The five highest paid individuals of the Group included four
(2004: three) Executive Directors, details of whose
emoluments are set out above. The emoluments of the
remaining highest paid employees of the Group were as
follows:

—B2RE _—_ZTTHOEF

2005 2004

FTER FET

HK$°000 HK$’000

Fre kEAMEF Salaries and other benefits 1,472 1,893
WUMITEN RS Performance related incentive payments - 210
RORAE B 5T 8K Retirement benefit scheme contributions 12 74
1,484 2,177

taEREXNMEN FIATHE :

1,000,0017% 7t & 1,500,000/ 7T

R-ZZZNFEANEB - ARE
MBRRKNBEE_TT=F
T-A=+t—HLFEENEIR
AEBBRESR1EWL - &K
39,564,000/ 7T °

R-ZZZAFANB - ARF
AERENBEE-_FTTOF
T-A=+t—HLFEENERIR
AEBBRESR2581 - &K
66,398,000/ 7T °

The emoluments of the above employees were within the
following band:

—EZTHEF —EEMEF

2005 2004

EBEAH EE AR

Number of Number of

employees employees

HK$1,000,001 to HK$1,500,000 1 2

On 8th June, 2004, a dividend of 1.5 HK cents per share,
totalling HK$39,564,000, was paid to the shareholders as
first and final dividend for the year ended 31st December,
2003.

On 8th June, 2005, a dividend of 2.5 HK cents per share,
totalling HK$66,398,000, was paid to the shareholders as
first and final dividend for the year ended 31st December,
2004.

“ERRFFR - EHRHERAF
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

RZFTRF+HA=R AQ7A]
ﬂh%&ﬁ@§f7yﬁiﬂﬁ
=+ BIENEA ST R E Sk
1.0/l - & #£26,681,000% 7T

EXgRRNREREZK2.08

On 3rd October, 2005, a dividend of 1.0 HK cent per share,
totalling HK$26,681,000, was paid to the shareholders as
interim dividend for the six months ended 30th June, 2005.

A final dividend of 2.0 HK cents (2004: 2.5 HK cents) per

W (ZZEZWE : 2.551)
53,298,000 7T -
JEEMRERFT RS EHE -

BRERNREFERF THIEIATE

B E

ZF :

AN ESRERK
HERN O EF
RABBEAFER A
FE& 16 F A A

B REERIEEEERR
B 4F 1A g A

A EB
4 P9

BOEE :

ARG ESBREREF
B A0 F R0 2B

BEEERMOTZE
FE R

ANEtESREERT
B A0 HE 15 Bk i 25 B

BREFBRERR

the forthcoming annual general meeting.

is based on the following data:

e share totalling HK$53,298,000 has been proposed by the
directors and is subject to approval by the shareholders in

The calculation of the basic and diluted earnings per share

—EBAEF —ZETMEF
2005 2004
FHET FTET
HK$’000 HK$'000
(&%)
(restated)
Earnings:
Earnings for the purposes of basic and
diluted earnings per share
Profit for the year attributable to
equity holders of the Company 316,781 309,920
Less: Profit for the year from
discontinued operation 92,833 20,327
Profit for the year from
continuing operations 223,948 289,593

Number of shares:

Weighted average number of shares for
the purposes of basic earnings per share 2,660,940,959

Effect of dilutive potential shares:
Share options 28,766,615
Weighted average number of shares for the

purposes of diluted earnings per share  2,689,707,574

CHINA RESOURCES LOGIC LIMITED ¢ Annual Report 2005
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For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

14. BRER (£2)
MOKRIERELBEMS

RIEREERIEELEEBNEF
RAEFHINMHBEFE - BR1E
REEBNEREKNET A3.49
BW(ZZEZWF . 880.7878
W) - mESRESZFE A
AL (ZZETWF | § K
0.76781l) -

RS RRREMELNER
EXREERNOTZENT

14. EARNINGS PER SHARE (Continued)
For discontinued operation

Basic earnings per share for the discontinued operation is
3.49 HK cents per share (2004: 0.78 HK cent per share)
and diluted earnings per share for the discontinued operation
is 3.45 HK cents per share (2004: 0.76 HK cent per share),
based on profits from the discontinued operation and the
denominators detailed above.

The impact to comparative basic and diluted earnings per
share, arising from the changes in accounting policies as

follows:
Lo %N g
Basic Diluted
ZERRE —_ZTHF ZBTHRE —_TTOEF
2005 2004 2005 2004
Al A Al AL
HK cents HK cents HK cents HK cents
R T Figures before
adjustments 13.58 12.07 13.44 11.86
BETBUOREE R Adjustments arising
&) 78 B (M 51 2A) from changes
in accounting
policies (Note 2A) 1.68 0.32 1.66 0.31
MaT 23R, E5 As reported/restated 11.90 11.75 11.78 11.55

—ETRFFR - FERHER LT
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COST OR VALUATION
At 1st January, 2004
- as originally stated
- effect of changes
in accounting
policies (Note 2)

- as restated

Exchange adjustments

Additions

Disposals

Transfer to investment
properties (Note 16)

Transfer

At 31st December, 2004,
as restated (Note)

Exchange adjustments
Additions

Disposals

Disposal of subsidiaries
Transfer

At 31st December, 2005
- at cost

DEPRECIATION AND IMPAIRMENT
At 1st January, 2004
- as originally stated
- effect of changes in
accounting policies (Note 2)

- as restated

Exchange adjustments
Provided for the year
Impairment loss recognised in
consolidated income statement
Eliminated on disposals
Transfer to investment
properties (Note 16)
Transfer

At 31st December, 2004,
as restated

Exchange adjustments
Provided for the year
Impairment loss recognised
in consolidated income statement
Eliminated on disposals
Eliminated on disposal
of subsidiaries
Transfer

At 31st December, 2005

NET BOOK VALUES
At 31st December, 2005

At 31st December, 2004,
as restated

BENX
Leasehold
properties

BT

HK$'000

481,275

(187,754)
293 521
414

(1.436)

(7,942)
7,305

291,862

6,215

216
(10,040)
(15,357)
125,087

397,983

36,285

(7,018)
29,267

47
15,844

(189)
(3,347)
41,622

1,093
18,570

(1,863)
(11,569)
(115)
47,738
350,245

250,240

CHINA RESOURCES LOGIC LIMITED ¢ Annual Report 2005

BRREE HMERRE
Furniture  Machinery

and and
fixtures  equipment
BT TET
HK$'000  HK$'000
69,054 1,550,231
69,054 1,550,231
84 2,344
1,874 12,298
(1,308)  (64,515)
787 176,322
70,491 1,676,680
1,444 47,622
6,789 13,629
(6,519)  (32,271)
(9,915)  (27,949)
59,907 673,144
122,197 2,350,855
24,003 338,471
24,003 338,471
33 676
7,642 217,689
- 10,126
(567)  (43,662)

- 193
31,111 523,493
677 21,127
10,558 258,623
- 2,357
(5,896)  (23,790)
(7,733)  (27,466)
7,682 (7,181)
36,399 747,163
85,798 1,603,692
39,380 1,153,187

RE  EBIR
Motor Construction
vehicles in progress

BT BT
HK$'000 HK$'000
25,347 96,539
25,347 96,539
38 129
4,083 771,705
(900) (58)
909  (193510)
37,664 674,805
932 16,006
4,816 604,021
(2.183) -
(5,181) (341)
7603  (865,741)
43,651 428,750
9,823 -
9,823 -
18 -
7,880 -
(853) -
(193) -
16,675 -
450 -
10,497 -
(1,830) -
(3,010) -
(386) -
22,396 -
21,255 428,750
20,989 674,805

At
Total
TEL
HK$'000

2,222,446

(187,754)
2,034,692

3,009
789,960
(68,217)

(7,.942)

2,751,502

72,219
629,471

(51,013)
(58,743)

3,343,436

408,582

(7,018)
401,564

774
249,055

10,126
(45,271)

(3,347)
612,901

23,347
298,248

2,357
(33,379)

(49,778)
853,696
2,489,740

2,138,601
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AEENHEEMERRE

fREFBEIN :
- RHEY
— R HIFE A
— MY
RES
— T HEA

Mgk RZZEZTWM&+=-A=1+—8
E Y ¥ B 15 1E %1{8600,000%

BRRME - BERZWERKARZ
SHITENER AR =ZTTWMFE+=
A =+—H K IREE & 5566,000
B ZVEETAFTFRAHEER

XA

W—H—H

PE 3, 5 &

BYE BEX
R (M E15)

N+ -_A=+—H

e

R—HA—H

BE 54 58 B

ZNC RS

BYE  BEX
R (M E15)

R+ -_A=+—H

BRmEE
BN+ -—_A=+—H

The Group’s leasehold properties comprise:

—EEHF —ETMF
2005 2004
FER FET
HK$’000 HK$’000
(&31])
(restated)

Situated outside Hong Kong
— long lease 1,220 6,550
— medium-term lease 285,998 169,989
— short lease 53,339 55,369

Situated in Hong Kong

— medium-term lease 9,688 18,332
350,245 250,240
il Note: At 31st December, 2004, leasehold properties included a property
il carried at valuation at HK$600,000. Had this property been restated

COST

At 1st January

Exchange adjustments

Transfer from property, plant and
equipment (Note 15)

At 31st December

DEPRECIATION

At 1st January

Exchange adjustments

Provided for the year

Transfer from property, plant and
equipment (Note 15)

At 31st December

CARRYING VALUES
At 31st December

—®eanfg
2005
87
HK$’000

57,455
1,327

58,782

5,664
130
2,339

8,133

50,649

at cost less accumulated depreciation, the carrying value of this
property as at 31st December, 2004 would have been stated at
HK$566,000. This property was included in the net assets of the
discontinued operation disposed of during the year.

—EFENF
2004
FE T

HK$’000

49,445
68
7,942

57,455

2,317
3,347

5,664

51,791
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

REBEMAREMEDUN S E
A - WARHBEOFE -

&ﬁ%%&% S8 R B AR K

CBHIMERREEEIERR
ME']M)#%LJ* °© ;/Z"F@%{iﬁ/\q:
BT #f & &5 T E R 2EK14
Fﬁ BAEEBENAERLE
BEAERAA ([FH EERE])
F—XMBRRMEREN o K
SEIMER EEREIEMKE
N EH AR AR TS o

ERFERTEBRNEHRN
B BREBLEMSIN  AEE
W E A Lt EE TR EM
AL - ARYEEAILL BT HHES
RPREFEZDENRFE
At XEEZ M ENRFE -

7R
RZZEEMFE—HA—B X
—EENFEF+-_A=+—
BN 7 B 5 R R 2E Bl 55 38R B
R (B 5E2)

R-TERE—A—AR
—FFRE+-A=+-F

B 3
R-_ZETMF—F—H
REFE X

R-_FENE+_F=1+—~H
BR A0 E 8 B 75 B o 22 B 55 35 By
kR (P &E2)

R-ZETAF—-—F—BR
—ETRFE+T_A=1—H

BREE
R-ZEENFE+_A=+—"8BxK
—EERF+-_A=+—H

ARARBEORERNAFBENME
18 FE -

ﬁé:gfmi+:ﬂz+—
C BEBIRIFE20F TN EH W5t
E%%%O

The Group’s investment properties are all situated in the
Mainland China and held under medium-term lease.

The investment properties include wafer fabrication premises
with supporting facilities such as gas and distilled water
pipelines, electricity and environmental protection
installations. It is located at No. 14 Liang Xi Lu, Bin Hu
District, Wuxi City, Jiangsu Province, the Mainland China.
The properties form the backbone of the operations of a
subsidiary of CSMC Technologies Corporation (“CSMC-
Tech”), an associate of the Group. The Group also provides
utilities and other related services to CSMC-Tech.

Due to the unique nature of the operation of semiconductor
industry, the said premises cannot be readily leased to any
party other than CSMC-Tech. As there is no comparable
market rental transaction to provide a fair value assessment
of the properties, accordingly, the fair value of the properties
cannot be determined.

FAT
HK$'000
COST
At 1st January, 2004 and
at 31st December, 2004 189,339
Eliminated upon application of
HKFRS 3 (Note 2) (86,562)
At 1st January, 2005 and
at 31st December, 2005 152,777
AMORTISATION
At 1st January, 2004 27,066
Charge for the year 9,496
At 31st December, 2004 36,562
Eliminated upon application
of HKFRS 3 (Note 2) (36,562)
At 1st January, 2005 and
at 31st December, 2005 -
CARRYING VALUES
At 31st December, 2004 and
at 31st December, 2005 152,777

Particulars regarding impairment testing on goodwill are
disclosed in Note 18.

Until 31st December, 2004, goodwill had been amortised
over its estimated life ranging from 9 to 20 years.

CHINA RESOURCES LOGIC LIMITED ¢ Annual Report 2005
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HE_ZTAF+-_A=1+—HBILFE

et - REBRBER
DEERERVBENNEIED
1o RETTRERE - W17
FOHECRKRBESEETEY
ARBENEBEHNRSELE
fL((ReELEM])  R_FFT
FF+-_A=+—HBZEEBIE

WEEEEENT

= Jif

g

RE-FTRF+-A=+—A
MEEREAR  ARERAE
G E DEES LEh £330

AR ©

MHERSEEFMH A OS5
EREREFETEEE - £F
BB AFRBREREEA -
A REIRR TR R A HE# &
IR R ITIRE8.8%H - 8
TEFHNRESREDIR0%N
BERERE - ZERIAUEBRH
HEMmEEMFHERE - X8

BRegam T

a. BEHRERXTGREEBITER

BRR 58 -

b. FEFFEMXDREBERR
RASEH NS ERNEAR

HE -

As explained in Note 6, the Group uses business segments
as its primary segment for reporting segment information.
For the purposes of impairment testing, the goodwill set out
in Note 17 has been allocated, at acquisition, to the relevant
individual cash generating units (CGUs) that are expected
to benefit from that business combination. The carrying
amounts of goodwill as at 31st December, 2005 allocated
according to the business segments are as follows:

FAETT

HK$'000

Semiconductor 24,060
Compressor 128,717
152,777

Based on the impairment testing of goodwill at 31st
December, 2005, the Group considered that there are no
impairments of any of its CGUs containing goodwill.

The recoverable amounts of the relevant CGUs have been
determined on the basis of value in use calculations. The
value in use calculations use cash flow projections which
are based on approved financial budgets covering a 5-year
period, and discount rate of 8.8%. Cash flows beyond the 5-
year period have been extrapolated using growth rate of
0%. This growth rate does not exceed the average long-
term growth rate for relevant markets. The key assumptions
are summarised below:

a. Expected growth rate is based on the relevant industry
condition.

b. Budgeted gross margin is based on the past

performance and the Group’s expectation for the market
development.

“ERRFFR - EHRHERAF
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

R-ZEFTMF—H—H
FARWE AL ERELD
A R (Bl

W=FEMF+=A=+—~

FREE

R-_FENE+_F=1+—~H

BRan A 8 B 75 B R 2 Bl 55 35R
i 5 b R 52 (P 5E2)

R-_ZEEAF—HA—H

Mg : #E2—_TTmWM&E+-_A=+—H
IFE  AEEREBEEPNELER
BRREBSEMANLH  2mEE
BLEERBOLARERE—F
#518,867,000/8 L% & A M L
B o =8 EERBERILAR
ERNBRAT ETg - REBFT
BFAMEBD LERERER
3421%#BEE_TTNF+ A
=+ —HM23.81% - Kt R EE
JE {5 & 752 24,074,000/8 T 2 &
& AR A& K &2 5127,991,000
BB ALZREBARE ©

B E2mt - AR _TTH
F-A—BmMEAREMELENE
] U 75 R R

2. EI%WE% %
/ﬁ J % Sﬁﬁ ﬁﬁ %lj u/u\

A B —RBERAN
AEFE

EHmBHAFE

GROSS AMOUNT
At 1st January, 2004 and
at 31st December, 2004

RELEASED TO INCOME
At 1st January, 2004

Released on deemed disposal during the year

Released in the year
At 31st December, 2004

CARRYING VALUES
At 31st December, 2004

Derecognised upon application

of HKFRS 3 (Note 2)

At 1st January, 2005

TAT
HK$’000

347,835

114,962
24,074
56,988

196,024

151,811

(151,811)

Note: During the year ended 31st December, 2004, the Group participated in
the private placement and further invested HK$18,867,000 in CSMC-Tech
pursuant to the pre-listing arrangement of CSMC-Tech in Hong Kong.
Following the private placement and the subsequent listing of CSMC-
Tech on the Stock Exchange, the Group’s equity interest in CSMC-Tech
was diluted from 34.21% to 23.81% at 31st December, 2004. The resulting
gain on deemed disposal of HK$27,991,000, after taking into account the
effect of releasing the attributable negative goodwill of HK$24,074,000,

has been included in the consolidated income statement.

As explained in Note 2, all negative goodwill arising on
acquisitions prior to 1st January, 2005 was derecognised as
a result of the application of HKFRS 3.

Group’s share of net assets
of an associate

Fair value of listed shares
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HK$°000

289,380

253,111

—EETMF

2004

TAET
HK$’000
297,916

292,706



For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

JEE—RBE AR EEBREEN
JE 5 %51 18 3 [21 666,00008 7T (— &
TN - F7183,916,00087T) °

Included in share of result of an associate are share of tax
write back for the year HK$666,000 (2004: tax of
HK$3,916,000).

R-ZEZERAF+-_A=+—8" Particulars of the associate as at 31st December, 2005 are

HENBZHBOT as follows:
rEERRE
BRITRA
AERSL
Proportion of
$¥¥EBEA fi%  nominal value
Form of i it B & 13 8 5l of issued ¥E¥M%ZE
BERARER business Place of Class of capital held by  Nature of
Name of associate structure registration  share held the Group  business
ERLEMRAERLDA ERgAvE HEers EBR 23.63% HERHEEMK
(T8 FERER]) BRRABE®
CSMC Technologies Incorporated  Cayman Islands Ordinary Manufacture and

Corporation
(“CSMC-Tech”)

NTERTLEZEER LEMEK
2R

sales of integrated
circuit and related
products

The following details have been extracted from the financial
statements of CSMC-Tech:

—ETRF —ZTTF

2005 2004

FExT FETT

HK$’000 HK$’000

(E75))

(restated)

= Turnover 609,172 622,908
FRN(EE) &BH (Loss) profit for the year (53,368) 79,334
EREBEE Non-current assets 1,258,109 1,092,538
mENEE Current assets 490,261 463,624
VL IR=RE Current liabilities (451,745) (304,941)
ERBEE Non-current liabilities (71,994) -
BEEFE Net assets 1,224,631 1,251,221
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

AHEERE
R B Rz IF B A

REE

REER AR LEMEEMRMG

?xﬁft/ﬁﬁémiﬁlﬂ%t&f B
RN SEMEHEEATE &S

?xéf]li?l% EPTEWEE i %

A BAE DR E BB IR -

R-ZEZRFE-A-HRATE
FRIERIEI9S - REBFCDR
BEEEFERFEINREH DA

Available-for-sale investments
Unlisted equity shares in the

Mainland China

Investment securities

RAUHHEERE (HBEF2HM

F2A) o

7R

n—A—H

P& 78 8

NE
R+—A=+—H
B E

n—HA—H

P& o 58 R

IR B
R+—_A=+—H
BRmEEE
R+-_A=+—H

COST

At 1st January
Exchange adjustments
Additions

At 31st December
AMORTISATION

At 1st January
Exchange adjustments
Provided for the year

At 31st December

NET BOOK VALUES
At 31st December
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At the balance sheet date,
investments are not stated at fair value but at cost less any
impairment loss because they do not have a quoted market
price in an active market and the fair value cannot be reliably
measured.

—EEREF

2005
FTRERT
HK$’000

998

—EEREF

2005
FTRERT
HK$’000

29,848
690
509

31,047

8,514
197
3,101

11,812

19,235

—EENF
2004
FHIT
HK$’000

975

the above unlisted equity

Upon the application of HKAS 39 on 1st January, 2005,
investment securities were reclassified to available-for-sale
investments under HKAS 39 (see Note 2A for details).

—EETNF
2004
FHIT
HK$’000

29,807
41

29,848

5,622

2,985

8,514

21,334
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For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

22. B (&)

B E2eEE ARNEE
EHEBERERSE T RMaRE

22. TECHNICAL KNOW-HOW (Continued)

Technical know-how mainly comprises the acquired rights
to use certain technologies for the manufacture of air-
F o By M BESE B R 104F - conditioner compressor products. The amortisation period
BT AR AR AREBNITIRFA adopted for technical know-how is 10 years. The amortisation
X o is included in administrative expenses in the consolidated
income statement.

23 T ERAEAESEARE 23. PREPAID LEASE PAYMENTS ON LAND USE RIGHTS
REE L A RETER ALK The Group’s prepaid lease payments on land use rights
HBE comprise:

—EERF —EENF
2005 2004
FHET FAET
HK$’000 HK$'000
i 1A & 7B 3R D Situated outside Hong Kong
—REHEY - long lease - 7,799
— AR ERAE 49 — medium-term lease 149,795 150,248
—REHEL — short lease 4,920 5,142
LR BB Situated in Hong Kong
— R EAFR 4V — medium-term lease 10,776 19,898
165,491 183,087
REWMAEMOWN R Analysed for reporting purposes as:
EREBEE Non-current assets 161,125 178,412
MEEE Current assets 4,366 4,675
165,491 183,087
24. BE 24. INVENTORIES
—EERF —EENF
2005 2004
FHET FAET
HK$’000 HK$’000
JR#1 # Raw materials 171,684 231,931
£ & o Work in progress 176,821 144,543
BUAR S Finished goods 391,192 368,183
739,697 744,657

—ETRFFR - FERHER LT
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

AEBRTEZEZEF 2 KRIRE
— R A3OKEIOK - R _ZEEH
F+-A=+—H BREEAE
EEWER Ee MBEMREZ
E2RKUER (BREKREIR)
1,059,141,000/8 ;¢ (= ZE £ Y
F : 757,699,000/ 7T) 2 BR e
Mo

The Group generally allows credit periods ranging from 30
to 90 days to its trade customers. At 31st December, 2005,
the aged analysis of trade debtors, including notes
receivable, of HK$1,059,141,000 (2004: HK$757,699,000)
which are included in the Group’s debtors, deposits and
prepayments is as follows:

—EREE  —TINF

2005 2004

F& T FAET

HK$°000 HK$'000

(&%)

(restated)

0 - 60K% 0 — 60 days 588,912 383,556
61 - 90K 61 — 90 days 188,976 96,553
90K A E Over 90 days 281,253 277,590
1,059,141 757,699

R-_EZERAF+_A=+—8"
AEENE SRR MBI E
BEERAEBERBEBFHET
REMEENEINEEE QR RIE
52,419,000 T (Z T 4F :
/) (M5E37) - 2 A ER
B 2B RAREBAEBRLTE
TRFEERAAENRIEHAANEE -

AEBR_ZTZTAF+ A=+
—BERRKERESR - mE RIEMK
B A EREMBREREERES -

RTEFEREEARERH
MBS LERFARORTE
Ao AEENRITETFRREH
FREEEEAFEMES -

At 31st December, 2005, the Group’s trade and notes
receivables included HK$52,419,000 (2004: nil) due from
related companies arising from transactions carried out in
the ordinary course of business of the Group (Note 37). The
balances are unsecured, interest-free and are repayable
within the credit periods similar to those offered by the Group
to its major customers.

The fair value of the Group’s debtors, deposits and
prepayments at 31st December, 2005 approximates to the
corresponding carrying amount.

Bank balances and cash comprise cash held by the Group
and deposits held with bank not restricted to use. The
carrying amount of the Group’s bank balance and cash
approximates to their fair value.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

BREEAEBEMERNETE
Fz%85EMEKER791,677,000
B (ZEZEMF ¢ 628,135,000

BT ZREDTAOT

0 - 60K
61 - 90K
90K LA £

AEEN-FEREL=A=+
—BMEMERREH RANHD

FEEEBEREERS °

BEEMEERRE -
RITER
H Al & 5%

EEEEREE :
BEXH—FR
ZR—FE

R 4B M A
ZRMFEE
@ F

B RBARBEMTRR
—F R B B KA

FRBEEMTN —F&
B HA R0 SRR

0 — 60 days
61 — 90 days
Over 90 days

carrying amount.

Unsecured borrowings include:
Bank loans
Other loans

Carrying amounts repayable:
On demand or within one year
More than one year, but not

exceeding two years
More than two years, but not
more than five years

Less: Amount due within one year shown
under current liabilities

Amount due after one year shown
as non-current liabilities

—Z2RF

2005
TRERT
HK$’000

463,663
138,500
189,514

791,677

—Z22RF

2005
TRERT
HK$’000

1,352,279
14,517

1,366,796

523,630
804,000
39,166
1,366,796

(523,630)

843,166

The aged analysis of trade creditors of HK$791,677,000
(2004: HK$628,135,000) which are included in the Group’s
creditors and accrued charges is as follows:

—ETF
2004
T T
HK$’000
(EH)

(restated)
341,875
96,078
190,182

628,135

The fair value of the Group’s creditors and accrued charges
at 31st December, 2005 approximates to the corresponding

ZZEETNF
2004
T
HK$’000

1,245,427
126,062

1,371,489

510,779
200,000
660,710
1,371,489

(510,779)

860,710

“ERRFFR - EHRHERAF
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

RITERBRE -

(a) BLRREELREHERE
FH$81,004,000,000 7T (=
ZZ U4 : 960,000,000/
7L) * FHFIEAE39%(ZF
TIF : 1.6%)  BR_Z
THFEE - - REBREHH
BIRE - R EAR DA IER
BREEEBEEE SRR
AEREBHITRANKZH
EnEEAN WEEEES
HARBIREBITHIH -

(b) £t 3K B HE152,500,000/% 7T
—ZFTMMF : 92,500,000
Bot) kAR #203,724,000

7T (2% % 195,779,000/

) (ZEZTWF : ARK
205,394,0007C (18 F ®
192,927,000/ 7T) ) M) % 18
MITER  FHFER4.3%

“ETPUE : 3.8%)

HMEREBHE

(a) R—ZEZWF+-_A=+—
H BN THEEEEEE
BARMKEEEHRAAR
# 120,000,000 T (¥ & #
112,716,000 70) * Z £
BHREEALEE - BER

—TTREEHEE -

(b) BRFIAARBEE - AAR

ERFEER - AEHREE

ENR14.4% L BB A ©

AEENBEAFERERETE
BE - RITERRFHN R HE
A FRRRENXEAR -
HEERREENETLZHEA

B RN FENRER

Bank loans included:

(a)

Hong Kong dollar revolving credit and term loan facilities
of HK$1,004,000,000 (2004: HK$960,000,000) with
average interest rate at 3.9 % (2004: 1.6 %) and are
repayable in 2007. Under the terms of the facilities
agreements, CRH, the controlling shareholder of the
Company, is required to remain as a majority beneficial
owner of the entire issued share capital of the Company
and shall maintain management control over the
Company.

The remaining balance comprises of several bank loans
of HK$152,500,000 (2004: HK$92,500,000) and
RMB203,724,000 (equivalent to HK$195,779,000) (2004:
RMB205,394,000 (equivalent to HK$192,927,000)) with
average interest rate at 4.3% (2004: 3.8%).

Other loans included:

(a)

(b)

An outstanding balance of RMB120,000,000 (equivalent
to HK$112,716,000) at 31st December, 2004 payable
to China Cinda Asset Management Corporation & El {5
E= A EE BN A, which was unsecured and interest free
was repaid in full in 2005.

The remaining balance denominated in Renminbi and
repayable on demand. The loan is arranged at fixed
interest rate of 14.4%.

The fair value of the Group’s borrowings approximates their
carrying amount. Bank loans are arranged at floating interest
rates and subject to cash flow interest rate risk. Other loans
are arranged at fixed interest rates and subject to fair value
interest rate risk.
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For the year ended 31st December, 2005
HE_ZTAF+-A=1+—HILFE

28. #15 28. PROVISIONS
EIXEEANEE
Provision for BEHERE
staff housing Restructuring &5t
benefits provision Total
FAT FAT FAET
HK$’000 HK$’000 HK$’000
(Fff5Ea) (P 5Eb)
(Note a) (Note b)
RZETERF—HA—H At 1st January, 2005 80,769 50,692 131,461
& 5 R Exchange realignments - 1,010 1,010
B R E Utilisation of provisions (11,681) (7,796) (19,477)
BEam Write back of provisions (18,135) (1,527) (19,662)
RZZETRF At 31st December,
+=-A=+—H 2005 50,953 42,379 93,332
B aE Notes:

(a)

(b)

BTEFRBADIEREREERET
NERBMEFBANSE LR - 5
REE B AR R E T E
ARARBIRKBATREMZE
FERAMEEEDL 2 REME -

ZEBEASBER_ZT_F+
“REBRBEHERNETER
RAEMZ AT B E R R
BHREDMAARNEE - BESR
BWEZSHBRARNIRANE
BEtEIME -

(a)

(b)

The provision for staff housing benefits represents management’s best
estimate of the liabilities of certain subsidiaries established in the
Mainland China in respect of housing allowances available to staff for
the purchase of residential units, based on prior experience in the amount
of claims for such allowances.

The amount represents provisions for restructuring activities of
subsidiaries acquired by the Group through the acquisition of the entire
equity interest in Wuxi China Resources Microelectronics Co., Ltd. in
December 2002. The provisions are to be utilised in accordance with
the restructuring plans adopted when such subsidiaries were acquired.

—ETRFFR - FERHER LT




For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

BREKRIEKEEBHRE DS
Palazzo Inc.5) (Fi5E10) » A&
B MR FEALSRINEEREF
BRAR - EEBELEEFEEHNX
SEUTETRNENTBHTE -

In addition to the disposal of Palazzo Inc. as set out in
discontinued operation (Note 10), the Group also disposed
of Shenzhen Kope Microelectronics Co., Ltd. during the year,
which did not result in any significant financial impact to the
Group.

REEBE  ZEWBRANE The net assets of the above subsidiaries at the dates of

128

EFENT : disposal were as follows:
—2TEF _TTHEF
2005 2004
FET THET
HK$°000 HK$’000
mE - WERFZE Property, plant and equipment 8,965 -
T RETEN L KIE  Prepaid lease payments on land use rights 7,912 -
eSS Inventories 18,841 -
FEURBR 7% « &2 & I J8 1 3 1A Debtors, deposits and prepayments 47,005 -
RITEF LIRS Bank balances and cash 95,242 -
ERERRESER Creditors and accrued charges (53,134) -
I8 Taxation (1,098) -
REFIEA & Deferred tax liabilities (4,458) -
119,275 -
DB R S Minority interests (4,379) -
EERENHE Exchange reserve realised (6,191) -
108,705 -
& A s Gain on disposal 74,295 -
REHE Total consideration 183,000 -
AR &2 Satisfied by cash 183,000 -

HEESMWIRE M AFE © Net cash inflow arising on disposal:

RERE Cash consideration 183,000 -
LEMRITEFTRES Bank balances and cash disposed of (95,242) -
87,758 -

e T A =R M X 5§ Palazzo
Inc HAKEAFEBEEFE
MEELRRASREZEHNME

10 °
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The impact of Palazzo Inc. engaged in the office furniture
operation on the Group’s results and cash flows in the current
and prior year is disclosed in Note 10.



For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

BREB10ETHRE

EEBA
RENR
ER

BEARERKS -
RER
TEBRE
[ESGES)
(Fi7E31)
EEK
FHEBR

REL

iR ¢! LA
Number of shares Share Capital
“®TRE -TINF  -2RRE  —IIQNA
2005 2004 2005 2004
TR THT TR T
HK$°000 HK$'000 HK$’000 HK$'000
Shares of HK$0.10 each
Authorised:
At beginning and
at end of the year 6,000,000,000 6,000,000,000 600,000 600,000
Issued and fully paid:
At beginning of the year 2,647,483,071 2,623,351,071 264,748 262,335
Shares issued upon
exercise of share
options (Note 31) 21,933,000 24,182,000 2,193 2,418
Shares repurchased
and cancelled (4,500,000) (50,000) (450) (5)
At end of the year 2,664,916,071 2,647,483,071 266,491 264,748

FAMBCHTHRMOUESE
MEHERRAERNEERFE

N
S o
1T

RZZEZE—F+—A=+<8 "
KARKIER—NANAEFE+ A+
A HRMMERES ([EERK
REETE) - WEHME IR ERT
B ([ st El]) - RZ2E
ZHEZAZ+—8  ARAREE
ARERHLE RIS AT IE IR AERT & -
FEILIE B RS ENERER S
Mm2EENEE -

All the new shares issued during the year rank pari passu in
all respects with the existing shares.

On 26th November, 2001, the Company terminated the share
option scheme adopted on 15th October, 1994 (the “Old
Share Option Scheme”) and adopted a new share option
scheme (the “New Share Option Scheme”). On 21st
February, 2002, upon approval of the Company’s
shareholders, the Company amended the New Share Option
Scheme to widen the scope of participants that are eligible
to participate in the New Share Option Scheme.

“ERRFFR - EHRHERAF
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

ERRETIEERELEEE
HAEETHEBLEEZHRAR
NCIIRIE Y= By ¥ NN i = R E S )
MEBEARMEER (BRERTE
B) HMREBRENIDHK
I BEZTSHREEERE
ETEI BT M BERE - Bt
SN EEREFENEMATE S
AHNABR - BEZLHEERZ
ENRSEZTESEBREEE
P& A Bt 8 5% B AR 4 T 38 L RR 1D
B & e IR H25% o 1R 15 B8 A% 4
AEMRD R SERE D
BRkEZBRA;TF - WERE
BRERITEAISERENRE
HRR - BRERHEBE=ZT/N\ARX
AT BN B RS 1E
T REBEATIMEFZES
(VR EE RIHBEZEER
EREZBAAEERSBRMDE
BTSRRI MESN
80% °

HBRER S S a2 EEY
NREMEFHERMY SE2EERN
MANRE - ABASEBEEHA
R-2EESHESTEEERE
MAREEAKERARNEMRNE
FEAEMERREZEREFE)
MEFEER : AAKEERAKE
NRAMEEREEN LN
RENIMERERER  AKHE
TR E RRMEBEM - X755
B EERMEEEROEMATT
BABHEE (REMEBZRE
ERTHABREEE) A&
BRERARNEMEIERRE &
NAEFELTERRHEMBE
AL ARARBEBREROE
MEEHZFLIZMROMEB L
RSB ERABNEMNES -

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 of the Company (including
executive directors) 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 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.

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 the
member of the 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.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

WRAR T BB R AT 8 T 9 BB B AR
ELBEMBRDEOHRTFER
REBRE s ARG+ 6 W&
REBRENRITEMLARAD
REHR - BRERKE - TN
B 78 T 5 A 30 28 A 4 B A
18T - RBESTI=EF2
EeE (VBERELERROE
B FrE R RERARAKT
B (EEBRERLZBR
EEXBRMEBRIHMERARE
RFTRAFHYTE + R (i)
EE - BRES S —FT—
FH—AZ+RBEER B
THF - —_F——F+—A=-+a
BERTEBREMNBRESER

A {7 B B A -

BERE-RAZHEBERAIRE
HHB®R T FRITE - HRER

BHERSZFRRE -

fMARARNBRERBI B
BEBMSEE AR TARAN

AR R R -

The period within which the shares must be taken up under
an option of the New Share Option Scheme 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 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 share as stated in the Stock Exchange’s daily
qguotations sheet on the date of grant, (ii) a price being the
average of the closing prices of the share as stated in the
Stock Exchange’s daily quotations sheet on the five 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.

Share options generally either become fully vested and
exercisable within a period of 10 years immediately after
the date of grant or become vested over a period of time up
to a maximum of three years after the acceptance of a grant.

Options granted to a grantee become lapsed if the grantee

ceased to be an eligible participant before the options
become vested.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

1 4 2 ) BB AR M T A A 0 B
REEBFEDT -

RE
Exercise
price
R A BT
Date of grant HK$
ERRESE
Old Share Option Scheme
—EZRENAZT R 0.590
21st September, 2000
ZZZ-4¥NmAZ+hA 0.547
25th April, 2001
HERETE
New Share Option Scheme
ZET-5TZANA 0.790
4th December, 2001
“EE-EMAAR 0.820
9th April, 2002
“ZEE-_F#FA-F_H 0.920
22nd May, 2002
—ZE-F+A=H 0.570
2nd October, 2002
ZZET-FNANA 0.479
9th April, 2003
ZEZ=F+-A=H 0.800
3rd November, 2003
—EEME-A+=H 0.906
13th January, 2004
ZETMETZALA 0.910
7th December, 2004
“ZERESANA 0.910

9th June, 2005

ARFRITHE

Exercisable at the end of the year

MEFITEE

Weighted average exercise price

Details of the movements of share options granted under
the Company’s share option schemes are as follows:

RZEREF
—-R-H

I K A7 6
Outstanding
at

1.1.2005

9,800,000

17,400,000

27,200,000

14,520,000
27,616,000
2,600,000
16,686,000
36,180,000
500,000
29,840,000

800,000

128,742,000

155,942,000

0.69
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BRERE

Number of share options

RERRH
Granted
during

the year

500,000

500,000

500,000

0.91

RERTHR
Exercised
during
the year

(1,550,000)

(200,000)

(1,750,000)

(888,000)

(6,425,000)

(12,870,000)

(20,183,000)

(21,933,000)

0.53

RERZHE R-FTLF

/X% +=A=1-8H
Cancelled/ fe K AT
lapsed  Outstanding
during at

the year 31.12.2005

- 8,250,000

- 17,200,000

- 25,450,000

- 14,520,000
(660,000) 26,068,000
(300,000 2,300,000
(60,0000 10,201,000
(750,000) 22,560,000

- 500,000
(870,000) 28,970,000
(800,000) -

- 500,000

(3,440,000) 105,619,000
(3,440,000) 131,069,000

110,999,000

0.79 0.71



For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

BREHA
Number of share options
R-Z2EN%F REREE R-TTEF
TEE -A-H /R¥ TZA=t-H
Exercise HRTE  RERRE REARTE  Cancelled/ W &7
price  Outstanding Granted Exercised lapsed  Outstanding
REBH B at during during during at
Date of grant HK$ 1.1.2004 the year the year the year 31.12.2004
ERRET
Old Share Option Scheme
—EZRENAZT R 0.590 14,600,000 - (4,800,000) - 9,800,000
21st September, 2000
ZZT-4¥mAZ-+hA 0.547 28,050,000 - (7,650,000) (3,000,000) 17,400,000

25th April, 2001

42,650,000 - (12,450,000) (3,000,000) 27,200,000
FEREE
New Share Option Scheme
“EZ-F+-AWNA 0.790 14,760,000 - (240,000) - 14,520,000
4th December, 2001
—ZE-FNAANA 0.820 29,040,000 - (1,406,000) (18,000) 27,616,000
9th April, 2002
“EE-FRAZFZH 0.920 2,600,000 - - - 2,600,000
22nd May, 2002
“2E-F+AZH 0.570 23,002,000 - (5,816,000) (500,000) 16,686,000
2nd October, 2002
ZZZ-FWANA 0.479 40,700,000 - (4,270,000) (250,000) 36,180,000
9th April, 2003
ZEZ-FE+-A=H 0.800 500,000 - - - 500,000
3rd November, 2003
“EZNF-A+=H 0.906 - 30,200,000 - (360,000) 29,840,000
13th January, 2004
“ZEEFTZAtA 0.910 - 800,000 - - 800,000

7th December, 2004
110,602,000 31,000,000 (11,732,000) (1,128,000) 128,742,000
153,252,000 31,000,000 (24,182,000) (4,128,000) 155,942,000

IRELTE 94,318,000
Exercisable at the end of the year

MEFATRE 0.62 0.91 057 0.58 0.69
Weighted average exercise price
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

EBERTFRITEOBERE - 17
£ AR N FH A E A0.907% T
“ZEETPF 1.0787T) © FR
HWARITEERENST & OF 5
BN E A6.6F (T2
£ 5.3%F) o

i A B B RES A ET R FE
AME ) 5o — &F B A7 E (B AR AT
e ZBANBABELT

In respect of the share options exercised during the year,
the weighted average share price at the date of exercise is
HK$0.90 (2004: HK$1.07). The options outstanding at the
end of the year have a weighted average remaining
contractual life of 6.6 years (2004: 5.3 years).

These estimated fair values of the options on the date of
grant were calculated using The Black-Scholes pricing model.
The inputs into the model were as follows:

METLIRE A ATLE
THEE Weighted BEitFiBRE  Estimated
Exercise average Bt R R EREKFE  Expected fair
price  share price  Expected BHEH  Risk-free dividend value
R B BT BT volatility ~ Expected rate yield BT
Date of grant HK$ HK$ % life % % HK$
—ETRE
2005
ZZERESNANA 0.910 0.92 29.80 5 years 3.22 2.72 0.22
9th June, 2005
—ZTmE
2004
—EEME-A+=H 0.906 0.90 44,90 5 years 2.63 1.11 0.35
13th January, 2004
“ZTMFE+T-A+H 0.910 0.92 47.98 5 years 2.63 1.63 0.36

7th December, 2004

JEEHR MR AR i B i AT 521E 2
NEBEOHETENRARBE
RIBEE - BN ZEA WA F
Home BB MrEE® 17/
BRHRTREERREFENR
EfHFMELRAE -

HE-_ZZTRAF+-_A=+—H
IEFE  AEERFARARALESE
VARG HNRS  BEAX
2,149,000 jL (Z T = O F :
8,444,000/ 7T) FER A ©

Expected volatility was determined by using the historical
volatility of the Company for the weekly closing share price
for the period of 52 weeks before the date of grant. The
expected life used in the model has been adjusted, based
on management’s best estimate, for the effects of non
transferability, exercise restrictions and behavioral
considerations.

For the year ended 31st December, 2005, the Group
recognised the total expense of HK$2,149,000 (2004:
HK$8,444,000) in related to equity-settled share-based
payment transactions during the year.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

FRNAREER (RREESR) R
FTERBRENBNIERIET
—TTMF - 162/87T)

N5 [R) B 22 D0 AR B3 B 3R AR IR AR
B2 5+ &) 5 01 & 5 H E BB AL KA B
(MR MREF L) - ARR
BERIELABERINR_-_ZFT
FTZARMHREIEAEE R
gl ([mEEsrEl]) - &Frralm
BEEASENEESHFTA
WHXFEAERE - fHEENRE
B &t &AL AT E R R BB IR
REFHENOKE - BIRRBEE
ERBERARESEHETMS
MRFEERE MR_FTTHF
ToA-HIZBRMEBEAEED
PrEMEEHASZNEE S

g -

BERNREFTEFAFHEE R
TEBMEZEREREEAF SN T5%
E12% T E (BT EBREENRAK
EEMREFHMmME) B AEL
IR o fHIE B E R 2 HEE H R
AR B FE R KR EET ] - B3
R ERE AENRAEEE
MEER - FR - B A TE
FA &9 1% 08 YR it 3k 529,991 7T
(Z=EZTWNF : ]|) o

ERBELHEKEBEIE A%
Eeth EESHNN5%MZ
ETEMER M - mMBEBEENE
5 B 1F H 5% HO 70 e

AR A WA R 5B RIKRE
At & R TR & At 8l HIBR MR (K48
MEF B R B AR EARE S8
MR EFIEE B D LR A HE

Eo
/N

REER - WEERE AWM
KA R EHUR B R -

Total consideration received during the year from employees,
including directors, for taking up the options granted is
amounted to HK$3 (2004: HK$162).

The Group participates in both a defined contribution scheme
which is registered under the Occupational Retirement
Scheme Ordinance (the “ORSO Scheme”) and a Mandatory
Provident Fund Scheme (the “MPF Scheme”) established
under the Mandatory Provident Fund Ordinance in December
2000. The assets of the schemes are held separately from
those of the Group, in funds under the control of trustees.
Employees who were members of the ORSO Scheme prior
to the establishment of the MPF Scheme were offered a
choice of staying within the ORSO Scheme or switching to
the MPF Scheme, whereas all new employees joining the
Group on or after 1st December, 2000 are required to join
the MPF Scheme.

The ORSO Scheme is funded by monthly contributions from
both employees and the Group at rates ranging from 5% to
12% of the employee’s basic salary, depending on the length
of service with the Group. Where there are employees who
leave the ORSO Scheme prior to vesting fully in the
contributions, the contributions payable by the Group are
reduced by the amount of forfeited contributions. The amount
of forfeited contributions utilised in this manner during the
year was HK$29,991 (2004: nil).

For members of the MPF Scheme, the Group contributes
5% of relevant payroll costs to the scheme, which contribution
is matched by the employee.

The retirement benefit scheme contributions arising from the
ORSO Scheme and the MPF Scheme charged to the
consolidated income statement represent contributions
payable to the funds by the Group at rates specified in the
rules of the respective schemes.

At the balance sheet date, there was no significant amount

of forfeited contributions available to reduce future
contributions.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

REEFBEAMAERERE AR -
S B R R B R 3 B <7 9 T
BARBREEFENEEED
Eb BRI AR A A EIE R A
MR BRI ER - NEH
HRZERARBHMENE—F
ETRREZEFEELMFH

=
Moo

NTRABRRFEMAEFEE

According to the relevant laws and regulations in the
Mainland China, certain subsidiaries established in the
Mainland China are required to contribute a specified
percentage of the payroll of their employees to the retirement
benefit schemes to fund the retirement benefits of their
employees. The only obligation of the Group with respect to
the retirement benefit schemes is to make the required
contributions under the respective schemes.

The following are the major deferred tax (liabilities) and

ZEOMRELHIB (AR HEE assets recognised and movements thereon during the current
LEZE and prior years:
Hith
MEBKEFE IE % BA 8% B < TRHER
Accelerated Deferred Other
tax development temporary &5t
depreciation cost differences Total
TAET TAET FAET FTAET
HK$'000 HK$'000 HK$'000 HK$’'000
R-ZFTM4E—F—H At 1st January, 2004 (2,984) 3,764 2,334 3,114
RAEEZRA Credit (charge) to
A (H0RR) income for the year 1,767 (1,068) 235 934
R-_ZEEMF At 31st December, 2004 and
+ZA=+—-8xK at 1st January, 2005
—ZZhFE-H—H (1,217) 2,696 2,569 4,048
RAEEZRA Credit (charge) to
AT A (F0BR) income for the year 2,883 (844) 1,146 3,185
HEH B AR Disposal of subsidiaries 659 - 3,799 4,458
MNZTEERF At 31st December,
+=-A=+—H 2005 2,325 1,852 7,514 11,691
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

LAT%?HM%EE#EZF@ =n

The following is the analysis of the deferred tax balances

RIETIE G R D AT - for financial reporting purposes:
—2TiF _—TTHEF
2005 2004
FTER FHET
HK$’000 HK$’000
RIETIRE E Deferred tax assets 11,691 10,762
ELHRBRE Deferred tax liabilities - (6,714)
11,691 4,048

RZZEZERF+_A=+—8 "
TEEBEBBEARARAMREERE
183,291,000/ 7T (TP :
473,617,000/ 7T) A] K 85 K 2K i
Ao A EE g B AR T 89 R A
FIZRRFT 5l B K B B 5 18 i R
EFRBEE - R_ZTEWNF+=
A=+—H KXERIAHREEEL
$55,209,0008 LB 1B - ZEE
BN _EELFE_ZTZTNF
[Em - BB & E&E - B
I HAR o

RZZEZERF+_A=+—8
AEBREUMRER =8
58,567,000 L (Z T ZF M F
77,942,000 7T) © B fE
FoR T e M) AT (40 BR AT AR R =
RE - A0 A kAT R A RE AR
RELEFRIAE E ©

RZEZERF+=-_A=+—8"
$§%IZ%§5{2,695,000/’§E(_7
T P04 ¢ 6,824,000/8 7T) HYER1T
FRELEF  (FAXABIMNE
NEIER—RIBITHEABENE
R o

IRITIFFIR0.7%E 1.4%H F R
AR BAOGFERR_ZZRFT
—ACt+BHMRFEEEREE
[ENERIEES,

At 31st December, 2005, the Group has unused tax losses
of HK$183,291,000 (2004: HK$473,617,000) available to
offset against future profits. No deferred tax asset has been
recognised in respect of such losses due to the
unpredictability of future profit streams. At 31st December,
2004, included in unrecognised tax losses are losses of
HK$5,209,000 that will expire from 2007 to 2009. Other
losses may be carried forward indefinitely.

At 31st December, 2005, the Group also has deductible
temporary differences of HK$58,567,000 (2004:
HK$77,942,000). No deferred tax asset has been recognised
in relation to such deductible temporary difference as it is
not probable that taxable profit will be available against which
the deductible temporary differences can be utilised.

At 31st December, 2005, bank deposits of HK$2,695,000
(2004: HK$6,824,000) of the Group were pledged to secure
general banking facilities granted to subsidiaries of the
Company.

The bank deposits carry interest rates ranging from 0.7% to
1.4%. The fair value of bank deposits at 31st December,
2005 approximates to the corresponding carrying amount.
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

REBERAEA :

REEER - A EEE T RHE
BROAE  RERBETHA
RBIET SR T

—FR Within one year
F_EERF In the second to
(BiEEEMFEENRN) fifth year inclusive

The Group as lessee:

At the balance sheet date, the Group had commitments for
future minimum lease payments under non-cancellable
operating leases which fall due as follows:

“¥THEF —TINF
2005 2004
FHR T
HK$’000 HK$’000
2,270 2,518

142 323

2,412 2,841

RERAONRTIEREBRER
FMAEYEZESHES - LY
FHEMERER  mETHAS
MEYEMFHTE -

AEBEERBHEA :

FAN - REREWENMKSERFR
HEHHREBOESKAD B A
10,936,000/ 7T (Z T Z MY 4F :
9,289, ooo;‘% 7t) 1,367,000/ 7T
ZZEEPNE : 454,000 7T) °
DEEENAEFEN T —F2
BBRAFETE -

REER  AEBRBEFEATY
THHEELEHEY - REMAAX
MHHEHSNIHAMT

Operating lease payments represent rentals payable by the
Group for certain of its office premises. Leases are
negotiated for an average term of two years and rentals are
fixed for an average of two years.

The Group as lessor:

Rental income earned from investment properties and
machinery and equipment during the year were
HK$10,936,000 (2004: HK$9,289,000) and HK$1,367,000
(2004: HK$454,000) respectively. These assets have
committed leases for terms ranging from one year to over
five years.

At the balance sheet date, the Group had contracted with
lessees for the following future minimum lease payments
under non-cancellable operating leases which fall due as
follows:

—EERF —ETNF

2005 2004

FHE T FETT

HK$’000 HK$°000

—F R Within one year 13,189 11,336
E_ZERF In the second to

(BIEERMEEN) fifth year inclusive 45,894 40,167

hF % After five years 7,283 7,691

66,366 59,194
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

EHEBE RN
ME - BB R
REEAFX

ERI4E

RE B
BEARX
—ME - BEKEE
— Py A

MB3E10 ~ 19 ~ 252 29PT H K
BALTR G AEBRFRE
INTREBALTL T ERR

5

EN—RBERKERQTF
B2 X
ER—RERKE R
MEE A

Bl — KB E QR
H2 A

HET —RBZERQR
EN—REERRLH
RERSE M
HETHBARDERR
&) B 18 2 7
HETHERF
DBRR
BEWEAR

DBR
ENKBRRDBER
EFNEEM
EANEP=NCIR - 6
FratiE &

pal

Capital expenditure authorised but not
contracted for in respect of
property, plant and equipment

Capital expenditure
contracted for
but not provided in respect of:
— property, plant and equipment
— technical know-how

Rental expenses paid to a fellow
subsidiary

Rental income received from
a fellow subsidiary

Rental income received from
an associate

Sales to an associate

Wafer fabrication service charges
paid to an associate

Sales to the subsidiaries of
minority shareholders of subsidiaries

Sales to minority shareholders of
subsidiaries

Purchases from minority shareholders
of subsidiaries

Royalties paid to minority shareholders
of subsidiaries

License fees paid to minority shareholders
of subsidiaries

—®enfg
2005
87
HK$’000

60,283

133,687

133,687

—®enfg
2005
Fi8 7
HK$°000
2,289

565

10,371
90,623

93,799

150,860

28,661

14,331

—ETF
2004
F&T
HK$’000

208,099

337,828
752

338,580

In addition to the related parties transactions set out in Notes
10, 19, 25 and 29, during the year, the Group also entered
into the following significant transactions with related parties:

—EETMF
2004
F& T
HK$’000
1,991

700

8,589
71,390

111,855
501
28,177
8,873
1,951

297
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

BREk—FEBERRMNHES KA
ERBABBEAEEN - KL
RSTIRERANEERREALE
IR S BUNRFTETT »

FIORTEMBGEAEEREBR
e e D B AR SRR IB A &
FEU e — KB 8 AR RIATY
EEEM RERARENRE
- MEAFEEEREEDER

++

= oo

AEEARFRTEER(ZAR
P R B BT ) BE S — fERE K
RAEAIEEZKE - FREEHER
LREMBRARETZRZH K
SETERTEFBIETEFTE
BNEZREEEE S EH2E
BETEHER -BEFRR K
TRERSEESN  ZEFERILE
BNXBEERZEHFTAEE M
BRELEHER - BREFERET
ZX5 (BHREEEMLARHE)E
EHHREPRR - NEER
A SLERTRAM E XAt 2 B
BERXHGERDETARBEESL -

The above transactions were carried out on terms similar to
those applicable to transactions with unrelated parties, except
that rental income received from an associate is calculated
pursuant to the relevant agreements.

The amounts due from/to minority shareholders and amount
due from/to an associate as included in the consolidated
balance sheet on pages 70 and 71 are unsecured, interest-
free and repayable on demand and their fair values
approximate to the corresponding carrying amounts.

The Group itself is a part of a larger group of companies
under CRNC which is controlled by the Government of the
People’s Republic of China (“PRC government”). Apart from
the transactions with parent company and its subsidiaries,
the Group also conducts businesses with entities directly or
indirectly owned or controlled by the PRC government in
the ordinary course of business. The Directors are of the
opinion that those entities other than the CRNC group do
not have the power to govern or participate in the financial
and operating policies of the Group. The transactions with
these entitles, including sales and purchases of goods and
services, have been reflected in the financial statements.
The Group believes that it has provided, at the best of its
knowledge, adequate and appropriate disclosure of related
party transactions as summarised above.

—¥REE -TTOF

2005 2004

TER TET

HK$°000 HK$’000

52 BB A A Short-term benefits 8,678 6,562
ANz ta A Post-employment benefits 353 321
& 17 1 R B 2 Share-based payments 389 1,538
9,420 8,421

EEHE (MEEETRABME)
SIBEN 128 -

Details of Directors’ emoluments (being the compensation
of key management personnel) are disclosed in Note 12.
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For the year ended 31st December, 2005
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B T 8 Bh £ 20,594,000/ 7T (—
T ZT PN : 18,820,000/ 7T) &t
AERERKESTERA - JhH
BB EPIIRE - AARER
ERRERES - ZELTEREH
EEANATHREERARAE
HEERREWRA o tEE AT
BN FE WA EREA
2,956,000/ o (Z =T £ /0 F :
12,147,000/ 7T) °

WTAR-_ZEERAF+_A=+

Included in creditors and accrued charges are government
grants of HK$20,594,000 (2004: HK$18,820,000) which are
provided by the relevant government authorities for the
purpose of financing the development of new products. The
amounts are recognised as income on systematic and
rational basis over the useful lives of the relevant assets.
This policy has resulted in a credit to income in the current
year of HK$2,956,000 (2004: HK$12,147,000).

Particulars of the principal subsidiaries as at 31st December,

—HEXZWBRAINFIS - 2005 are as follows:
BETR B A2 B i
BrRBRE/ BEHEH®
ML aF i AR A BRADL
3L 3t B Issued and Proportion
Place of fully paid ownership interest
MELARLE incorporation/  share capital/ heldby FE#¥K

Name of subsidiary

FERXY

Semiconductor business

EENET(ER)BRAF
China Resources Microelectronics
(Holdings) Limited

China Resources Semiconductor
Company Limited

Faithway Resources Limited

PRIEBYRMEFBERAA

establishment

RERAEE
British Virgin
Islands

BE

Hong Kong

RERLES
British Virgin
Islands

Bl A i
Mainland
China

registered capital

the Company

Principal activities

EERI0ET 100%  REEK
Ordinary Investment holding
uss$10
LRRIET 100%  HERHEEK
BRRARCHHE
Ordinary Manufacture and
HK$3 sales of integrated
circuit design and
and wafer packaging
ERRIET 100%  ®REER
Ordinary Investment holding
US$1
1,800,000% 7 100%  R&FGHA

US$1,800,000
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For the year ended 31st December, 2005
HE_ZTAF+-_A=1+—HBILFE

WEAREHE
Name of subsidiary

LEBET(H)

EMAL
B B

Place of

incorporation/
establishment

Semiconductor business — continued

FEEIRMET (R ERADF
Semicon Microelectronics
(Shen Zhen) Co., Ltd.

PESERMETARAA

# Wuxi China Resources
Microelectronics Co., Ltd.

PEGHEEYHMMETARAA

Wuxi China Resources
Semico Co., Ltd

CEGERERMETARAA
Wuxi China Resources Huajing
Microelectronics Co., Ltd

FEGERRTEERERLA
Wuxi CR Semiconductor Wafers
& Chips Ltd.

FEBERTENMBEERAA
Wuxi CR Micro-Assemb
Tech. Ltd.

F A
Mainland
China

hEAL

Mainland
China

REAM

Mainland
China

B A
Mainland
China

Bl A i
Mainland
China

LA
Mainland
China

BERTR HAXAMRE
BRRE/ FRARE
o i B A EzEol
Issued and Proportion
fully paid ownership interest
share capital/ held by

registered capital the Company

4,260,000% T 100%
US$4,260,000

A R #570,000,0007T 100%
RMB570,000,000

A K #25,000,0007T 100%
RMB25,000,000

A R #235,000,0007T 99.662%
RMB235,000,000

AR #275,000,0007T 100%
RMB275,000,000

A K #100,000,0007T 100%
RMB100,000,000

CHINA RESOURCES LOGIC LIMITED ¢ Annual Report 2005

FREHR

Principal activities

Y EIE P
Testing and
packaging of wafers

HERHEENER -
HERAFERK
BB REEKR

Manufacture and
sales of integrated
circuit, packaging
and testing of
integrated circuit,
investment holding

Fit AR REE
EREREMRER

Design, testing and
sale of integrated
circuit products and
chips

BERHERNER

Manufacture and
sales of integrated
circuit

HERHEENER

Manufacture and
sales of integrated
circuit

AR RHELR
Testing and
packaging of wafers



For the year ended 31st December, 2005
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BETR

BRBRE/
AL LN
L4 2 Issued and
Place of fully paid

WEARER
Name of subsidiary

incorporation/
establishment

share capital/
registered capital

EH#EY
Compressor business
ERHLHMEARAA RERLES Limmke6xT
China Resources Cooling British Virgin Ordinary
Technology Co., Ltd. Islands US$66
CEEER-FERERERAR RE A, 159,980,000 7T
China Resources (Shenyang) Mainland US$159,980,000
Sanyo Compressor Co., Ltd. China
CEBRE=FRERARAR B A3 20,000,000 7T
Shenyang Shengrun Sanyo Mainland US$20,000,000
Compressor Co. Ltd. China
Eit
Others
CRT (BVI) Limited REEAEHS EBBR13ET
British Virgin Ordinary
Islands Uss$13

% CRT (BVI) Limitedd A 2 71 &
BB B LK B AR
BARNREERE  LEEET
AL, BRI M B A L T o

W_FERF+-A=+—A%
FREFER - EHBA RS
E R B S -

the Company

BEEZRA - ERMIIMAREMN
BARYARENRENREESR
BEEEARRE - EFRR - H
I E A B B A R M FF 1B 45 © AN R
FBENRITE -

e RERXE
# EHEDE

RN g

AERE

BEADL
Proportion
ownership interest

heldby FE#XK
Principal activities

100%  REEK
Investment holding

63.75%  HERHETHFER
Manufacture and
sale of compressors
for air-conditioners

63.75%  HERHEZHFEER
Manufacture and sale
of compressors for
air-conditioners

100%  REEK
Investment holding

All the above subsidiaries, except for CRT (BVI) Limited
which is directly held, are indirectly held by the Company
and operate principally in their places of incorporation/
establishment.

None of the subsidiaries had any debt securities outstanding
at 31st December, 2005 or at any time during the year.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
or assets and liabilities of the Group. To give details of
other subsidiaries would, in the opinion of the directors, result
in particulars of excessive length.

€ Equity Joint Venture

#*  Wholly Foreign Owned enterprises
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