ARRBR/—FKNAFREZMRL
WERRAREHARAR  H
BN EBBEISZMAR DT
(TBt2pr)) £ HERBEAR
BEEMRINER (RE) AR
AE ([FEBEE]) » MEKEKE
BRI RTEEFERR ([HE
FH)  RABB-RKRHBEA
REMBEKZE QA e

RRARB/—FREER AT - &
TE2WERARNEBENKE
44 »

REMBRRAETIIE - ME
TTRARANIEER -

RAFE  AEEBEXEMZIE
mEBSCHMAS ([E:MA
e )EMMRN_ZEZERFE+-A
—HxZEERF—A—Hz%Z
BB ST M ERNHTE
Bl TR B (A THBIHE
BB ERREL]) - KEAHEE
B ERRAER - WEHAEBRN
RO BAEHTHENEERE
LERFRELEEAFTE - E
e - BA BT EIREVE L (T
% °

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

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”). The Company’s 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.

The Company is an investment holding company. The
activities of its principal subsidiaries are set out in Note 44.

The consolidated financial statements are presented in Hong
Kong dollars, which is the functional currency of the
Company.

In the current year, the Group has applied, for the first time,
a number of new standards, amendments and interpretations
(“new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) that are either
effective for accounting periods beginning on or after 1st
December, 2005 or 1st January, 2006. The adoption of the
new HKFRSs has had no material effect on how the results
of the Group for the current or prior accounting periods have
been prepared and presented. Accordingly, no prior period
adjustment has been required.
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The Group has not early applied the following new standards,
amendment or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate
that the application of these standards, amendment or
interpretations will have no material impact on how the results
and the financial position of the Group are prepared and

presented.

HKAS 1 (Amendment)

HKFRS 7

HKFRS 8

HK(IFRIC)-Int 7

HK(IFRIC)-Int 8

HK(IFRIC)-Int 9

HK(IFRIC)-Int 10

HK(IFRIC)-Int 11

HK(IFRIC)-Int 12

Capital Disclosures!

Financial Instruments: Disclosures'

Operating Segments?

Applying the Restatement Approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies®

Scope of HKFRS 24

Reassessment of Embedded Derivatives®

Interim Financial Reporting and Impairment?

HKFRS 2 - Group and Treasury Share

Transactions’

Service Concession Arrangements®

' Effective for annual periods beginning on or after 1st January, 2007

2 Effective for annual periods beginning on or after 1st January, 2009

3 Effective for annual periods beginning on or after 1st March, 2006

4 Effective for annual periods beginning on or after 1st May, 2006

5  Effective for annual periods beginning on or after 1st June, 2006

6  Effective for annual periods beginning on or after 1st November, 2006

7 Effective for annual periods beginning on or after 1st March, 2007

8  Effective for annual periods beginning on or after 1st January, 2008
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The consolidated financial statements have been prepared
on the historical cost basis, as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) 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.

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.
Subsidiaries are entities over which the Group has control.
Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so
as to obtain benefits from its activities.

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.
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The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of
the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 Business Combinations are
recognised at their fair values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset
and initially measured at cost, being the excess of the cost
of the business combination over the Group’s interest in the
net fair value of the identifiable assets, liabilities and
contingent liabilities recognised. If, after reassessment, the
Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities exceeds
the cost of the business combination, the excess is
recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the net fair
value of the assets, liabilities and contingent liabilities
recognised.

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, and whenever there is an indication that the cash
generating unit to which the goodwill relates may be impaired
(see the accounting policy below).
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Goodwill 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.
A cash-generating unit to which goodwill has been allocated
is 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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Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods and services provided in the normal course of
business, net of discounts and sales related taxes.

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

Service income is recognised when services are provided.

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.

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

Depreciation is provided to write off the cost of items of
property, plant and equipment, other than construction in
progress, over their estimated useful lives and after taking
into account their estimated residual values, ranging from
zero to 10%, using the straight-line method, as follows:
Leasehold properties 25 to 40 years or over the
relevant lease terms, if shorter

Furniture and fixtures
Machinery and equipment
Motor vehicles

5to 13 years
5to 13 years
3'/s to 6 years
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During the year, there were changes in the estimated useful
lives and residual values of certain machinery and equipment,
details of such changes and their financial impact are outlined
in Note 4 to the consolidated financial statements.

Construction in progress represents property, plant and
equipment in the course of construction for production or for
own use purposes. Construction in progress is carried at
cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as
other property, plant and equipment, commences when the
assets are ready for their intended use.

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.

Prepaid lease payments are stated at cost less subsequent
accumulated amortisation and any accumulated impairment
losses. The costs of prepaid lease payments are amortised
on a straight-line basis over the shorter of the relevant lease
terms and the operation period of the entity which incurred
such payment.

On initial recognition, investment properties are measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are
stated at cost less subsequent accumulated depreciation
and any accumulated impairment losses. Depreciation is
charged so as to write off the cost of investment properties
using the straight-line method over the remaining terms of
the leases.
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An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use or no future economic benefits are expected from its
disposals. 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 asset) is included
in the consolidated income statement in the year in which
the item is derecognised.

An associate is an entity over which the Group is in a position
to exercise significant influence through participation in the
financial and operating policy decisions of the entity which
is neither a subsidiary nor an interest in a joint venture.

The results and assets and liabilities of associates are
incorporated in these consolidated 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 net assets 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.

Technical know-how comprises the acquired rights to use
certain technologies for the manufacture of air-conditioner
compressors and wafer products.

Costs incurred in the acquisition of technical know-how are
capitalised and carried at cost less accumulated amortisation.
Amortisation is provided on a straight-line basis over their
estimated useful lives of ten to twelve years.

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset may
be impaired (see the accounting policies in respect of
impairment losses for tangible and intangible assets below).
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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 capitalisation.

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

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 income’.

Payments to defined contribution retirement benefit schemes
(Note 34) are charged as an expense when employees have
rendered service entitling them to the contributions.

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.
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Deferred tax is recognised on differences between the
carrying amounts 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.

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.

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.

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
The costs of finished goods and work in progress comprise
raw materials, direct labour, other direct costs and related
production overheads. Net realisable value is the estimated
selling price in the ordinary course of business, less
applicable selling expenses.
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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

Financial assets are classified into one of the four categories,
including financial assets at fair value through profit or loss,
loans and receivables, available-for-sale financial assets and
held-to-maturity investments. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the marketplace. The Group’s financial assets
comprise of loans and receivables and available-for-sale
financial assets, the accounting policies adopted in respect
of which are set out below.
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Financial assets (Continued)
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 (including debtors,
amounts due from an associate and minority shareholders,
and bank deposits) 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. Available-for-sale financial assets are measured
at fair value, except 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, they are
measured at cost less any identified impairment losses at
each balance sheet date subsequent to initial recognition.
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. 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.
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Financial liabilities

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 (including borrowings, creditors and
accrued charges, amounts due to an associate and minority
shareholders, and long-term payables) are measured at
amortised cost, using the effective interest method
subsequent to initial recognition.

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issued costs.

Considerations paid to repurchase the Company’s own equity
instruments are deducted from equity. No gain or loss is
recognised in the consolidated income statement.

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.

Financial liabilities are derecognised 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 paid or
payable is recognised in profit or loss.
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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.

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 the consolidated income statement
on a straight-line basis over the relevant lease term.

Where the Group is the lessee, rental expense under
operating leases is charged to the consolidated income
statement 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.

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.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition 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 acquisition.
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For share options granted to eligible participants of the
Group, the 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 with a corresponding increase in equity
(share option reserve). When the share options granted vest
immediately, the fair value of the share options granted is
expensed in full at the grant date.

At each balance sheet date, the Group revises its estimates
of the number of options that are expected to ultimately
vest. The impact of the revision of the estimates, if any, is
recognised in profit or loss, with a corresponding adjustment
to share option reserve.

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

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 those 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. An impairment loss is recognised as an expense
immediately.

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 as income immediately.
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In previous years, the costs of mechanical based
semiconductor machinery and equipment were depreciated
over their estimated useful lives of 5 years. During the year,
management reviewed the useful lives and the residual
values of such machinery and equipment, and determined
that with effect from 1st January, 2006, the carrying amounts
of such machinery and equipment less their estimated
residual value of 10% are to be depreciated over their
estimated useful lives of 8 years. The changes reflect the
current best estimates based on the Group’s previous
experiences of these machinery and equipment after taking
account of commercial and technological environment as
well as normal wear and tear to better reflect the estimated
periods in which such assets will remain in service. The
changes in accounting estimates, which have been applied
prospectively, have resulted in a decrease in the depreciation
charges for the year of approximately HK$126,238,000, which
included HK$41,141,000 arising from subsidiaries acquired
in current year. Such change in accounting estimates will
have an effect on the depreciation charges of the future
years, however, it is impracticable to estimate with certainty
the amount of that effect.

The Group makes estimates and assumptions concerning
the future in preparing accounting estimates. The resulting
accounting estimates may not be 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 below.

Management estimates the useful lives of property, plant
and equipment. The estimated useful lives are based on the
expected lifespan of those property, plant and equipment.
The useful lives of property, plant and equipment could
change significantly as a result of technical obsolescence.
When the actual useful lives of property, plant and equipment
due to the change of commercial and technological
environment are different from their estimated useful lives,
such difference will impact the deprecation charges and the
amounts of assets written down for future periods.
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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.

In accordance with HKAS 36 Impairment of Assets, the Group
completed its annual impairment test for goodwill by
comparing the recoverable amounts of the cash generating
units (“CGUs”) to which goodwill has been allocated on a
value in use basis to the carrying amounts of the CGUs
including goodwill as at 31st December, 2006. The value in
use calculation requires the Group to estimate the future
cash flows expected to arise from the cash-generating units
and an appropriate discount rate. Where the actual future
cash flows are less than expected, a material impairment
loss may arise. Details of the impairment test for goodwill
are disclosed in Note 22.

The Group makes allowance for doubtful debts based on an
assessment of the recoverability of debtors. Allowances are
made on trade debtors as to whether there is any objective
evidence that the balances may not be collectible. The Group
makes judgment in assessing the collectability based on
observable data including creditworthiness and payment
history of the customers. When objective evidence for
allowance exists, the amount of allowance is the difference
between the carrying value of the debts and the present
value of estimated cash flows, discounted at the effective
interest rate. Where the expectation on the recoverability of
the debts is different from the original estimate, such
difference will impact the carrying amounts of debtors and
doubtful debts expenses in the periods in which such
estimate has been changed.
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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.

The Group is subject to income taxes in Hong Kong and the
Mainland China. There are transactions and calculations
during the ordinary course of business for which the ultimate
tax determination is uncertain. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax and deferred tax provisions in the period in which such
determination is made.

The Group’s major financial instruments include trade
debtors, bank balances and cash, trade creditors and
borrowings. 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.

Market risk
Currency risk

The Group operates in the Mainland China and Hong Kong.
Most of the Group’s financial assets and liabilities are
denominated in Hong Kong dollars and Renminbi with certain
items denominated in Japanese Yen and US dollars. The
Group has not entered into any derivative contracts to hedge
against currency risk. Although significant exposure to foreign
exchange fluctuations is not currently anticipated,
management will consider hedging foreign currency exposure
in future should the need arise.
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Market risk (Continued)
Interest rate risk

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. The Group’s interest rate risk relates
primarily to the Group’s floating rate borrowings. The Group’s
treasury policy is in place to monitor and manage its
exposure to fluctuation in interest rates.

Credit risk

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.

Credit risk of the compressor business is concentrated on a
limited number of customers due to the characteristic of the
industry. However, management, having considered the
strong financial background and good creditability of the
customers, believes that there is no significant credit risk.

The credit risk on bank deposits is limited because the
counterparties are financial institutions with high credit
standing.
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Liquidity risk

In the management of liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by management to finance the Group’s operations.
Management monitors the utilisation of bank borrowings and
ensures compliance with loan covenants.

The Group relies on bank borrowings as a significant source
of liquidity. As at 31st December, 2006, the Group had
available unutilised bank loan facilities of approximately
HK$1,576,322,000 (2005: HK$876,745,000).

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in
the consolidated financial statements approximate their fair
values, except for available-for-sale investments which are
stated at cost less impairment.

For management purposes, the Group is currently organised
into two operating divisions — semiconductor and compressor.
These divisions are the bases on which the Group reports
its primary segment information.

The activities of these divisions are as follows:

Semiconductor — design, fabrication and packaging of
integrated circuits and discrete devices

Compressor — manufacture of compressor for air-
conditioners

In previous years, the Group was also involved in the

manufacture and distribution of office furniture. The operation
was discontinued on 30th December, 2005 (Note 11).
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Turnover
External sales

Result
Segment results

Unallocated expenses
Unallocated income

Profit from operations
Finance costs
Share of results of
an associate
Gain on deemed disposal
of an associate
Discount on acquisition of
subsidiaries

Profit before taxation
Taxation

Profit for the year

CHINA RESOURCES LOGIC LIMITED

¥ER

Semiconductor

Fi#
HK$’000

2,086,396

249,703

1,103

1,590

41,296

Results for the year ended 31st December, 2006

B R )

Compressor Consolidated

Fi#
HK$’000

Fi#
HK$°000

1,364,263 3,450,659

113,909 363,612

(25,212)
20,807

359,207
(89,601)

- 1,103
= 1,590
= 41,296

313,595
(33,199)

280,396
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RZZFEENF+-H=+—H At 31st December, 2006
GEEERBE Consolidated assets and liabilities
¥ER B 4 BE
Semiconductor  Compressor Consolidated
THERT THERT THERT
HK$°000 HK$’000 HK$’000
BE ASSETS
DEEE Segment assets 5,246,602 2,638,219 7,884,821
KOBERRIEE Unallocated corporate assets 38,308
RAEEEBE Consolidated total assets 7,923,129
=RET LIABILITIES
HEEE Segment liabilities 1,242,073 620,217 1,862,290
KOBERRIEE Unallocated corporate
liabilities 2,251,216
GFEBEEBE Consolidated total liabilities 4,113,506
Bz —_ZZENF+-_HA=4+— For the year ended 31st December, 2006
HIFFE
A E#H Other information
¥ER [ 48 44 Hitr )
Semiconductor Compressor Others Consolidated
TER THET TERT TER
HK$’000 HK$’000 HK$’000 HK$’000
BARX Capital expenditure 609,453 68,180 73 677,706
nEREH Depreciation and
amortisation 205,525 126,630 268 332,423
FEHR Write down of inventories 32,906 4,415 - 37,321
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HE—_FTLTRFF+-HA=4+—H Results for the year ended 31st December, 2005
IFFEEE
BRI
FREOEEH Discontinued
Continuing operations operation
BAZRE
TEE Bf# ait Office Ga
Semiconductor ~ Compressor Total furniture  Consolidated

TRL TRT ThETL ThTL ThETL
HK$'000  HK$000  HK$'000  HK$000  HKS'000

EXE Turnover
SME External sales 1430147 1433085 2,863,232 201,215 3,064,447
ES | Result
e Segment results 153,277 276,890 430,167 19,709 449,876
APERR Unallocated expenses (26,054) - (26,054)
N Unallocated income 3,929 933 4,862
Yyl Profit from operations 408,042 20,642 428,684
BBRA Finance costs (51,038) - (51,038)
BE-ZBEELREE Share of results of an associate (12,541) - (12,541) - (12,541)
RELE-FHERAN Loss on deemed disposal of

B an associate (2,826) - (2,826) - (2,826)
BELECAILEEREY Gain on disposal of discontinued

e operation - 74,295 74,295
BRATEMN Profit before taxation 341,637 94,937 436,574
i Taxation (30,371) (2,104) (32,475)
EREF Profit for the year 311,266 92,833 404,099
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

=+—H At 31st December, 2005

Consolidated assets and liabilities

e
TET

HK$’000

5,077,570
289,380
204,485

5,671,435

1,164,990

1,382,657

2,547,647

4
Consolidated
TEL
HK$'000

629,980
303,688

+ER 48 14
Semiconductor ~ Compressor Consolidated
THET THET
HK$°000 HK$’'000
ASSETS
Segment assets 2,647,124 2,430,446
Interest in an associate 289,380 -
Unallocated corporate assets
Consolidated total assets
LIABILITIES
Segment liabilities 741,320 423,670
Unallocated corporate
liabilities
Consolidated total liabilities
H=4+— For the year ended 31st December, 2005
Other information
BAIL
BE%H
REREER Discontinued
Continuing operations operation
BRAERA
riEe B3 £ At Office
Semiconductor Compressor Others Total  furniture
ThEr ThER TEL ThER ThER
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Capital expenditure 333,848 293,252 220 627,320 2,660
Depreciation and amortisation 196,560 101,951 918 299,429 4,259
Write down of inventories 14,213 17,111 - 31,324 -

ERBBERL

31,324
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

FERBOMEBREBRFEA
RAMBEEMGE ([FEAM])
BT BRI EB AR E
M LT -

TRETAEEZMETISE D
MSEREXBHERDIT

The activities of the Semiconductor division are carried out
in Hong Kong and other regions in the People’s Republic of
China (the “Mainland China”), while those of the Compressor
division are carried out in the Mainland China.

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

—EEREF —ZTTRF

2006 2005

FH& T FETT

HK$’000 HK$’000

H B A Mainland China 2,994,482 2,483,576
BB Hong Kong 166,163 181,682
HAb Others 290,014 197,974
3,450,659 2,863,232

BHEe—_2FRF+-_A=+—H
IEEE -  AEBERBEHRIELESE
MAERAEEBNEERA
201,215,000 7t - TEJR B F
B A b o

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

For the year ended 31st December, 2005, turnover from the
Group’s discontinued office furniture operation of
HK$201,215,000 was derived principally from the Mainland
China.
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

The following is an analysis of the carrying amounts of
segment assets, and additions to property, plant and
equipment and technical know-how, analysed by the
geographical areas in which the assets are located:

ME - BERRBER

BWARNFE
Additions to
PEEENREE property, plant and
Carrying amounts equipment and
of segment assets technical know-how
BEZE+=-H=+-—-H
LH5E
R+=—A=+-—A8 For the year ended
At 31st December, 31st December,
ZEERFE _—TTELHF ZBERF —_ZTTLF
2006 2005 2006 2005

FTERT TRET TR TAET
HK$°000 HK$’000 HK$°000 HK$’000

7,677,257 4,710,775 662,537 602,093
207,564 366,795 15,169 27,887

7,884,821 5,077,570 677,706 629,980

—REAE —TTAF

2006 2005
THET FHT
HK$’°000 HK$’000
Included in other income are:
Rental income from investment properties 5,609 10,936
Interest on bank deposits 6,072 4,862
Government grants (Note 43) 6,339 2,956
Gain on disposal of property, plant
and equipment 6,337 7,514
Tax refund for re-investment of profit
distributed by subsidiaries 19,932 -
Write back of other loans 14,735 —
Write back of accrued interest expenses - 23,797
Write back of provisions - 19,662
Write back of creditors and
accrued charges - 7,764
Reversal of allowance for doubtful debts - 16,028
Rental income from lease of machinery
and equipment - 1,367
Value-added tax refund - 2,872
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

ZBERE —ZTTHF
2006 2005
FTER FHTT
HK$°000 HK$’000
A Interest on:
AR AFRNEH Bank and other loans wholly repayable
EBERIRT within five years 85,492 51,038
& H B K
R EIE N R Long-term payables 4,109 -
89,601 51,038
—EBBRE _"TTRHF
2006 2005
TER FHTT
HK$°000 HK$’000
MIEZ H (#mE) The tax charge (credit) comprises:
B
BV EA R 18 Current tax
B 1A 3 Mainland China 35,753 36,282
BB Hong Kong - (622)
35,753 35,660
EERLIA (M5E31) Deferred tax (Note 31) (2,554) (3,185)
33,199 32,475

FRAKEYEERBELT

ERTUE N - Bt W EIERE
BRETHEE -

BN E SR FS R IR EE
R MIRE AR EETE -

ETRHPEAMLEENHB R
EHREBANRBABRRZHEE
ENFREEAMENEAIERL
BMERNTEMEMRER - A
R E 1R = 5 A R 2. 50%H B
EMEHR - ETRHERMEE
MMB AR AR REE A
EEEHMHERE THEARM

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

No provision for Hong Kong Profits Tax has been made as
the Group did not generate any assessable profits arising in
Hong Kong during the year.

Profits tax arising in the Mainland China is calculated based
on the applicable tax rates on assessable profits.

Certain subsidiaries operating in the Mainland China are
exempted from income tax applicable in the Mainland China
for two years starting from the first profit making year after
utilisation of the tax losses brought forward and were granted
a 50% relief for the following three years. Certain subsidiaries
operating in the Mainland China which are regarded as
advanced technology enterprises have also been granted
tax concessions by the local tax bureau.
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

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

BRan T

before taxation as follows:

—EEARE —EERF
2006 2005
FTER FET
HK$’000 HK$'000
B 75 A A Profit before taxation 313,595 436,574
LEBFTERRE Tax at the Hong Kong Profits Tax rate
17.5% (ZEE R4 - of 17.5% (2005: 17.5%) 54,879 76,400
17.5%) st & 2 18
JE1E — K Et & A A Tax effect of share of results of
XENBBTE an associate (193) 2,195
R AETFHR Tax effect of expenses not deductible for
EhaokE 2 tax purpose 17,720 3,715
MR HAERM Tax effect of income not taxable for
WA BT E tax purpose (15,165) (25,041)
BEFERERE Overprovision in respect of prior year - (2,628)
M2
ANERHIBEED Tax effect of tax losses not recognised 22,923 12,827
M2
MBI RER Utilisation of tax losses previously
HREBEBENRESZ not recognised (1,854) -
BRI RER Utilisation of deductible temporary
AHRERER differences previously not recognised (2,509) -
R A BB R A Effect of tax exemptions granted to
FTEBIER RN 2 subsidiaries in the Mainland China (3,017) (10,575)
REEVERHEDY Income tax on concessionary rate (41,607) (25,087)
FRiS %8
ERERMEENH B Effect of different tax rates of subsidiaries
NATRAMENTZE operating in the Mainland China 661 894
EH A, Others 1,361 (225)
FAMIBX M Tax charge for the year 33,199 32,475
RZZFEZERF+—ANR &% On 8th November, 2005, the Group entered into a sale

A A] Emax Capital

EREEEENSEMHE
Limited
(TEmax]) ;] . E & Wi

agreement with Emax Capital Limited (“Emax”), a wholly-
owned subsidiary of CRH, to dispose of its entire interest in

AR Palazzo Inc., a wholly-owned subsidiary of the Company, to

{£183,000,000/ 7T & A R 7
2 &1 B A FlPalazzo Inc.Hy 2 &f
% # ¥ Emax ¢ Palazzo Inc. &K
EEMENRERATREEBK
BRRMIER AR - BIEEPEH
i EIE R HERATERE - H
EMNERAER  AEEAH
BREPHREMZLES - HE
ERZZEERF+-_A=1+HR
ﬁJZ °

Emax for a consideration of HK$183,000,000. Palazzo Inc.
was a holding company and was engaged in office furniture
business, including the manufacture and supply of office
furniture in the Mainland China, through its subsidiaries. By
disposing of the office furniture operation, the Group can
focus its resources on its other core businesses. The disposal
was completed on 30th December, 2005.
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

FFEERBERIEREEZBR The profit from the discontinued operation which has been
FMEFTAZEWAREK - EOWN included in the consolidated income statement of the prior
LU N year is analysed as follows:

FHETT

HK$'000
FASEREEBEF  Profit from office furniture operation 18,538
FEMRAZEREZEN Gain on disposal of office furniture operation
Yoz (M5 36) (Note 36) 74,295
92,833
—ETRFE—-A—HBE+=A The results of office furniture operation for the period from

—tHHEN R AETREEED 1st January, 2005 to 30th December, 2005, which have been
SALEFENGERARE I included in the consolidated income statement of the prior
AT year, are as follows:

FHETT

HK$'000
EEE Turnover 201,215
FisR==) N Cost of sales (130,001)
E A Gross profit 71,214
H b A Other income 2,371
DX Distribution expenses (22,345)
TR X Administrative expenses (29,953)
Hh X Other expenses (645)
B B4 A e A Profit before taxation 20,642
I8 Taxation (2,104)
HA 9 5 F Profit for the period 18,538
st RERAEERAEEBRELES Note: No tax charge or credit arose on the gain on discontinuance of the
MBS BB IER R © office furniture operation.

110 CHINA RESOURCES LOGIC LIMITED
Annual Report 2006



For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

NTRERIEKEEBR T The net assets of the discontinued operation at 30th
AFE+-_A=1tRH(HEEEHN December, 2005 (date of disposal) are as follows:
BEFE:
FHTT
HK$'000
mE - WER&E Property, plant and equipment 8,965
AR R OE Prepaid lease payments 7,912
FE Inventories 18,841
JEWHER - e &k Debtors, deposits and prepayments 47,005
B FRIE
RITHEF LIRS Bank balances and cash 90,863
JEBER LB E M  Creditors and accrued charges (53,134)
HIE Taxation (1,098)
ELHBRE Deferred tax liabilities (4,458)
114,896
NTREREREEBN _TZ The net cash flows of the discontinued operation for the
hAF—A—HBEZZETRF+= period from 1st January, 2005 to 30th December, 2005, are
A=+HAMBEER=EFHE as follows:
FET
HK$’000
KA KIS Net cash from operating activities 30,878
BeFHE
REXBHA Net cash used in investing activities (1,545)
R FHE
BhE XA Net cash used in financing activities (11,943)
WeFE
INSTE R B EIM S E  Effect of foreign exchange rate changes 2,161
19,551
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

Profit for the year has been arrived
at after charging (crediting):

Staff costs
Directors’ emoluments (Note 13)
Other staff
— Salaries and other benefits
— Retirement benefit scheme
contributions
Share-based payment expense

Total staff costs
Auditors’ remuneration

Depreciation of property, plant and
equipment

Depreciation of investment properties

Amortisation of technical know-how

Amortisation of prepaid lease payments

Write down of inventories to
net realisable value

Impairment loss recognised on property,

plant and equipment

Operating lease rentals paid in respect

of rented premises
Exchange loss, net

Share of tax (written back) of an associate

(included in share of results of
an associate)

Rental income from investment properties
Less: Direct expenses from investment

properties that generated
rental income

CHINA RESOURCES LOGIC LIMITED

Annual Report 2006

—EERE
2006
FET
HK$°000

7,263
400,723

35,095
8,401

451,482
4,690
326,170
1,367
4,886
4,615
37,321
9,271
4,850
1,129

551

(5,609)

981

(4,628)

—ZTTRF
2005
FEIT
HK$’000

9,031
293,287

35,992
2,149

340,459
2,400
298,248
2,339
3,101
4,682
31,324
2,357
7,958
1,819

(666)

(10,936)

1,864

(9,072)
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Name of Director

SONG LIN

ZHU JINKUN

WANG GUOPING

ONG THIAM KIN, KEN

CHEN CHENG-YU, PETER

DAl ZHENHUA

YU YU

YU MIN

JIANG WEI

LIU YANJIE

LI FUZUO

CHEN LANG

WONG TAK SING

LUK CHI CHEONG

KO PING KEUNG

YANG CHONGHE,
HOWARD

Mzt
Note

/D O O O v vV O T

€ d
e d

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

The emoluments paid or payable to each of the sixteen

(2005: eleven) directors are as follows:

e
Fees
TER
HK$°000

10
10
30

$eR
Hts R A
Salaries
and other
benefits

TER
HK$’000

4,477

ZREAF

2006
RNTE
iof%
Performance
related
incentive
payments
TER
HK$’000

620
474
380

1,995

BHREF
HEME R
Retirement
benefit
scheme
contributions
TER
HK$°000

0
22
170

330

“ET5HE

2005

At At
Total Tota
THER TEL

HK$’000 HK$'000

2,008 1,715
1,102 1,077
2,110 2,085
615 -
= 1,884
1,068 1,320
= 650

120 100
120 100
120 100
7,263 9,031
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

W

(@) AMAEERBMBEER_TTREFE
ZAZ+HN\BEE - BEELE RS
FREDRHINRZZEZRNFNA+—
ARZZERFNAZ+ZH#H
£ -

(b) BREFEER-_ZTERFENAZT
“HEZERBTTES -

() BIREAER-_ZTZTRF=A=+
— Rt

(d) FHEXEE FHXATERFRERESL
ER_ZFTRFNA_T_HEZ
ERFEATES -

() BIUFWITES -

(H BEMEER_ZTERFAA-T
“HEZERBIUINTES -

(9) BERZEEKE -

(h)y BEXF#@sIN  BEZZZRF+
ZA=+T—BIEFE  BEESFMHM
EEEREAREEANMGETAT
BEFENEERAROMERAI R
162,000 &t (= & £ 1 F
389,000/ 7T) ©

() WPTENRED2BAEENK
BEE BEAXRREAHLENT
BET BEREE

AEELBRSFALEEMS
—EERFWRB)RTES
BEZMEHBHN LX - K&
BHESK=%("ZTZTLF: —H)
RasEE (BE_ZTTRE—

ZHEER) WM T

Note:

(a) Mr. Song Lin and Mr. Yu Min had resigned on 28th February, 2006.
Mr. Chen Lang and Mr. Yu Yu had resigned on 11th April, 2006 and
22nd August, 2006 respectively.

(b)  Mr. Chen Cheng-yu, Peter was appointed as an executive director on
22nd August, 2006.

(c)  Mr. Dai Zhenhua passed away on 22nd March, 2005.

(d)  Mr. Jiang Wei, Mr. Liu Yanjie and Mr. Li Fuzuo were appointed as
non-executive directors on 22nd August, 2006.

(e) Independent non-executive directors.

(f) Mr. Yang Chonghe, Howard was appointed as an independent non-
executive director on 22nd August, 2006.

(g) Members of the Audit Committee.

(h)  In additional to the above, share-based payment expense recognised
for the year ended 31st December, 2006, which was based on the fair
value of the share options granted to directors estimated at the date of
grant, was HK$162,000 (2005: HK$389,000).

(i) Performance related incentive payments were determined with reference
to the Group’s operating results, individual performances and
comparable market statistics.

The five highest paid individuals of the Group included two
(2005: four) executive directors, details of whose emoluments
are set out above. The emoluments of the remaining three
(2005: one) highest paid employees (including one director
resigned in 2006) of the Group are as follows:

—EEARE —EERF

2006 2005

FTER FHETT

HK$’000 HK$’000

Fre kEAMREF Salaries and other benefits 3,571 1,472
WMITEMNES Performance related incentive payments 556 -
RURAE N 5 8 R Retirement benefit scheme contributions 98 12
4,225 1,484

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006
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1,000,001% 1,500,000

RZZEZAFENANB > AR
ARRKNEE-—FTETOF+=
AZ+ - BLELFEMNERRK
REBRESR2581W - &
66,398,000/%8 7T °

R-_ZTZEREF+H=H  ARQF
ﬁk%&ﬁﬁi—??ﬁiﬂﬂ
=+BRIEREANTEHREGK
1.0/81l - & $£26,681,00075 7T °

E/\—7 = /\E/\H—f— El Z'K
Tﬁk%ﬁﬁ@§f7?£¢+
A=+ BLEFEHKRER
FRz2.0/81l - & $£53,4086, ooo,%
5T o

RZZEZERFTATH  AAF
MBERERNEE —SZENFNA
:+E¢ﬁﬂHM$%k%tk

Bl - A 227,667,000 7T ©

BHEFRIRM R EER1.08
WM((ZEZERF : F2.0%8
i) - & ££27,658,000/ T * /&
HREREERRAFTAZ it
/o

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

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

—FTAREF —TTIHF

2006 2005

BEAH EE AR

Number of Number of

employees employee

1,000,001 to 1,500,000 3 1

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

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

On 12th June, 2006, a dividend of 2.0 HK cents per share,
totalling HK$53,406,000, was paid to the shareholders as
the final dividend for the year ended 31st December, 2005.

On 10th October, 2006, a dividend of 1.0 HK cent per share,
totalling HK$27,667,000, was paid to the shareholders as
an interim dividend for the six months ended 30th June,
2006.

A final dividend of 1.0 HK cent (2005: 2.0 HK cents) per
share, totalling HK$27,658,000 has been proposed by the
directors and is subject to approval by the shareholders in
the forthcoming annual general meeting.
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

BRERNNEERN HIRIATE

BEtE is based on the following data:
BF Earnings:
FAAETESMEALXK  Earnings for the purposes of basic and
HERMNOEF diluted earnings per share
ZANYNECIN NS F SN Profit for the year attributable to equity
FEAG & W A holders of the Company
B REBMRIEEE  Less: Profit for the year from discontinued
EBOF N T operation
REFELLERKE  Profit for the year from continuing operations
F A A

BB A B E £ E %D Effect of dilutive potential shares of
YHAREEEGAETIA  subsidiaries on their earnings
TE attributable to the Group

MUt ESRE SRR
i) 2 A

Earnings for the purposes of diluted earnings
per share

BHEE : Number of shares:

BUETESRER
BFEMEFEH
K& B

Weighted average number of shares
for the purpose of basic earnings per share

BEBEEROMNTE
T R

Effect of dilutive potential shares
Share options

B SRS
AFENEF Y
B13 B A

Weighted average number of shares
for the purpose of diluted earnings per share

REREERIEEEELRN LT
DA EHNN D HE e
EERE+_A=+—BIFE
MERIEKEEEBENESRERR
FAE3.498 - MESKREER
A B &3.45% 1L o

CHINA RESOURCES LOGIC LIMITED
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232,417

232,417

(397)

232,020

=
2006

2,713,044,353

18,630,526

2,731,674,879

The calculation of the basic and diluted earnings per share

—ETHF
2005
FiET
HK$’000

316,781

(92,833)

223,948

223,948

—EERF
2005

2,660,940,959

28,766,615

2,689,707,574

For the year ended 31st December, 2005, the basic earnings
per share for the discontinued operation is 3.49 HK cents
per share and the diluted earnings per share for the
discontinued operation is 3.45 HK cents per share, based
on the profit from the discontinued operation and the
denominators detailed above.
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COST

At 1st January, 2005
Exchange adjustments
Additions

Disposals

Disposal of subsidiaries
Transfers between categories

At 31st December, 2005

Exchange adjustments
Additions

Acquisition of subsidiaries
Disposals

Transfers between categories

Transfer from investment properties

At 31st December, 2006

DEPRECIATION AND
IMPAIRMENT
At 1st January, 2005
Exchange adjustments
Provided for the year
Impairment loss recognised
in consolidated
income statement
Eliminated on disposals
Eliminated on disposal
of subsidiaries
Transfers between categories

At 31st December, 2005

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

Transfer from investment properties

At 31st December, 2006

NET BOOK VALUES
At 31st December, 2006

At 31st December, 2005

BENE
Leasehold
properties

TR
HK$'000

291,862
6,215
216
(10,040)
(15,357)
125,087

397,983
9,753
2,521
14,184
(2,128)
15,652
60,947

498,912

41,622
1,003
18,570

(1,86;)

(11,569)
(115)

47,738

2,083
20,991

(473)
9,800

80,139

418,773

350,245

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

BARKE HERRE

Furniture ~ Machinery
and and
fixtures  equipment
TR T
HK$'000 HK$'000
70,491 1,676,680
1,444 47,622
6,789 13,629
(6,519) (82,271)
(9,915) (27,949)
59,907 673,144
122,197 2,350,855
5,160 120,038
10,049 22,800
45527 739,842
(7,499) (44,767)
16,866 565,748
192,300 3,754,516
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
1,194 42,026
19,539 279,959
- 9,271
(4,261) (38,425)
52,871 1,039,994
139,429 2,714,522
85,798 1,603,692

nE  ERIE
Motor Construction
vehicles in progress
TEL TEL
HK$'000 HK$'000
37,664 674,805
932 16,006
4,816 604,021
(2,183) -
(5,181) (341)
7,603 (865,741)
43,651 428,750
1,781 31,558
2,035 602,506
3,359 459,340
(2,958) -
3,209 (601,475)
51,077 920,679
16,675 -
450 -
10,497 -
(1,830 -
(8,010) -
(386) -
22,396 -
916 -
5,681 -
(2,152) -
26,841 -
24,236 920,679
21,255 428,750

ERBBERLA

—EEAFFH

A
Total
FERT
HK$'000

2,751,502
72,219
629,471
(51,013)
(58,743)

3,343,436
168,290
639,911

1,262,252
(57,352)

60,947

5,417,484

612,901
23,347
298,248

2,357
(33,379)

(49,778)

853,696

46,219
326,170

9,271
(45,311)
9,800

1,199,845

4,217,639

2,489,740
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

AEBHOHEEMELR The Group’s leasehold properties are situated:
—EERF ZETRF
2006 2005
THER FAET
HK$’000 HK$’000
EEFEI Outside Hong Kong on
—FHAELY — medium-term lease 359,252 287,218
—REHAEY — short lease 51,783 53,339
BE In Hong Kong on
FHAFE A medium-term lease 7,738 9,688
418,773 350,245

SR F(E A% 199,471,000/8 7T

ZEThE MBI EL
- URERTAEENS
FiRITEE (Mi5E28) °

AEBENBENEHORESR L
(VAN

Machineries with an aggregate net book value of
HK$199,471,000 (2005: Nil) are pledged to secure certain
bank borrowings granted to the Group (Note 28).

The Group’s prepaid lease payments comprise of land
situated:

—EERE —ETHF
2006 2005
THERT FHET
HK$’000 HK$’000
& BIESN Outside Hong Kong on
—HHEHEL — medium-term lease 163,648 149,795
—REMEA — short lease 4,748 4,920
5 In Hong Kong on
FHAFE A medium-term lease 8,788 10,776
177,184 165,491
REWMAEMDH A Analysed for reporting purposes as
FERBEE Non-current assets 172,559 161,125
RBEE Current assets 4,625 4,366
177,184 165,491

8R % (E 42 584,362,000/ 7T (—
TERF BN LT ERED
IR DB R FAEENE
FRITEE (M 5£28) °

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

Land use rights with an aggregate carrying amount of
HK$4,362,000 (2005: Nil) are pledged to secure certain bank
borrowings granted to the Group (Note 28).
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COST

At 1st January

Exchange adjustments

Transfer to property,
plant and equipment

At 31st December

DEPRECIATION

At 1st January

Exchange adjustments

Provided for the year

Transfer to property,
plant and equipment

At 31st December

NET BOOK VALUE
At 31st December

Group’s share of net assets
of a listed associate

Fair value of listed shares

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

—BEAF
2006
FHB
HK$°000

58,782
2,165

(60,947)

8,133
300
1,367

(9,800)

—BEAF
2006
THE
HK$’000

—EERF
2005
FET
HK$’000

57,455
1,327

58,782

5,664
130
2,339

8,133

50,649

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

—ZTILF
2005
THET
HK$’000

289,380

253,111
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

—EEAFAATRA  ARH
B 7K £2 [B] 335 45 25.7%HE 25 1) A B
BRI EBLERTERAA
(TrEB =] St aREE IR IREE
EETIE—DERANXE  BEUK
BEPLEZE2HEBITRG (K
SECHBERI) - FREH
FEHWREGER042E TR
(TEARRE]) 500.430 A QB H
B (TR iEE]) -

ZEEXFELA+ A ARQA
% 51,293,530,0580% = 5=
e (hzEH EEEBITRALY
47.5%) MIBRX BB RER - HE
ERMBRER - EHEERRE
BIEAAREMBRGBIES A
1,075,782,722% } 217,747,336
frEB EERD - HNUR
% 451,829,000/% T & % 17
93,631,354 % & X &) #1 & 1»
H-BAilt - AEBAEHEESR
1,984,967,848% #= i EZE & 5
(FEBLEEEBTERAY
72.9%) « MEE EEKRAREE
P EB A R) o 2B bR A B
RETET °

On 15th June, 2006, the Company and CSMC Technologies
Corporation (“CSMC”), a former associate in which the Group
held a 25.7%, had issued a composite offer and response
document in relation to the voluntary conditional offer to
acquire all of the issued shares in the share capital of CSMC
other than those owned by the Group. The offer price was
HK$0.42 in cash (“Basic Consideration”) or 0.43 new share
of the Company (“Share Alternative”) per CSMC share.

On 12th July, 2006, the Company received valid acceptances
of a total of 1,293,530,058 CSMC shares, representing
approximately 47.5% of the issued share capital of CSMC.
Valid acceptances in respect of 1,075,782,722 and 217,747,336
CSMC shares have been received from CSMC shareholders
who elected for the Basic Consideration and the Share
Alternative respectively, which was subsequently satisfied by
cash of HK$451,829,000 and the issue of 93,631,354 new
shares of the Company. As a result, the Group owned in
aggregate of 1,984,967,848 CSMC shares, representing
approximately 72.9% of the issued share capital of CSMC, and
CSMC has become a subsidiary of the Group. The shares of
CSMC are listed on the Stock Exchange.

—BEXRE —ZTTHHF

2006 2005

FTEx FET

HK$°000 HK$’000

FELEMRMIEE Unlisted equity investments 10,105 998

FE T B An 45 B 4R A AN IR A (AR
BEEEIER BHRZERELR
BHETHERE EERSTHE
AEMAEERATE  MZER
BIWIHFNRFEIER -

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

The unlisted equity investments are carried at cost less any
impairment loss. Such investments are not carried at fair
value because they do not have a quoted market price in an
active market and the directors are of the opinion that their
fair value cannot be reliably measured.



For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

—BRXRE  _TTHF

2006 2005

T T

HK$’000 HK$'000

R—A—BX At 1st January and 31st December 152,777 152,777

+t-A=t+—~

B BB R BRI B R B B R
223 FE

M TR A - NEERA RS
DREREMOBEMNEIED
o RETTRERR - K21
FNBECNKBREDEEZEY
ARERRGEHNRASELE
- RZBEEXRF+_A=+—
ARXBLIENEEREEN
T

FE e Semiconductor
B 47 1 Compressor

AEBBREELEN (BES
B) 2 REEREE KD EE
ﬁmf& BESEZEREEL
BsEmEBWENEME -

Particulars regarding impairment testing on goodwill are
disclosed in Note 22.

As explained in Note 7, the Group uses business segments
as the primary segment for reporting segment information.
For the purposes of impairment testing, the goodwill set out
in Note 21 has been allocated, at acquisition, to the relevant
individual CGUs that are expected to benefit from that
business combination. The carrying amounts of goodwill as
at 31st December, 2006 allocated according to the business
segments are as follows:

TAT
HK$’000

24,060
128,717

152,777

The Group determines that the goodwill allocated to the
CGUs was not impaired by comparing the carrying amounts
of the CGUs including the goodwill, with their recoverable
amounts.
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

HEREEL BN RO
EREREFETEEE - &8
BEEREZRBRSRERR -
mAEBERRITIRE 7L HIEHt A
MBBEERFTRELNI%TH -
BAFFHNREERES K%
BIg R KRFEA o FRBNIE R X &
HBEHEETSRPFHERE -
HiEREN T ERREERR
MIHEBREMNE - ZEMHETD
REBERRLEEEHMISE
ROBRIGE -

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 the discount rate of approximately 9%. Zero
growth is projected for cash flows beyond the 5-year period.
The growth rates projected do not exceed the average long-
term growth rate for relevant markets. Other key assumptions
for the value in use calculations included the budgeted sales
and gross margins, such estimations are based on past
performance and management’s expectations for the
market’s development.

—EEXREF —EERF
2006 2005
FET F& T
HK$’000 HK$'000
X A COST
n—A—H At 1st January 31,047 29,848
ME 5, 38 BE Exchange adjustments 1,954 690
NE Additions 37,795 509
R+=—A=+—8H At 31st December 70,796 31,047
35 AMORTISATION
w—A—A” At 1st January 11,812 8,514
ME 5, 38 & Exchange adjustments 435 197
NEEBE Provided for the year 4,886 3,101
R+=—A=+—8H At 31st December 17,133 11,812
EREFE NET BOOK VALUE
Rt+ZA=+—H At 31st December 53,663 19,235
BT AR ARARENTTERA The amortisation is included in administrative expenses in
¥ o the consolidated income statement.
122 CHINA RESOURCES LOGIC LIMITED
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

—RFAE - TTAF

2006 2005
FET FAET
HK$°000 HK$'000
R Raw materials 305,483 171,684
R W Work in progress 296,255 176,821
K W Finished goods 466,830 391,192
1,068,568 739,697
TEBRTEE SRR 2 RIRH The Group generally allows credit periods ranging from 30
—MAB30KEIK - EHBRIFE to 90 days to its trade customers. The aged analysis of
BEENEZRBER(BEEK trade debtors, including notes receivable, net of impairment
ZB)ZERERIOTET losses, is as follows:

—BERE —ZETRF
2006 2005
FET FAET
HK$°000 HK$'000
0— 60X 0 — 60 days 802,195 588,912
61—90K 61 — 90 days 176,328 188,976
91—180K 91 — 180 days 396,316 276,925
180K A L Over 180 days 120,200 4,328
1,495,039 1,059,141
Mier: BRERBERAEBERAEE Note: Included in debtors are trade and notes receivables of
BETZXGMELARKBER HK$109,156,000 (31st December, 2005: HK$52,419,000) due from
Al 2B 5 MW R R & e E R related companies arising from transactions carried out in the
109,156,000/ L (ZEZE A F + ordinary course of business of the Group. These amounts are
ZA=+—H :52,419,000% unsecured, interest-free and are repayable within the credit periods

L) c ARREAEER 28R similar to those offered by the Group to its major customers.

ARBEAKEGETETIEEFMA
B EEHRNEE -
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0—60Xk 0 — 60 days

61—90K 61 — 90 days

91—180K 91 — 180 days

180K A = Over 180 days
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

RITEFEMENE0.7%E4.2%
(ZZEZTRHF : 0.7%£23.8%) 5t
B o BERMMHEFIETISFE0.7%
FRE(ZEZRZAEF ¢ 0.7%2
1.4%)

R1T1F 307,642,000 L (ZEF
AFE:E)BELEBTFRT
A E 5% iR 17 A 7K & B 5 %
MERAUKEREREZRBER -
R_ZBEERF+_HA=+—8"
2,695,000/ LAY ER1T 7 5K B 483K
W EREAEEER —MRIRITHE
FAEERER o

ENEAREFERTRENE
FREMNER 2R DTOT

Annual Report 2006

Bank balances carry interest at market rates ranging from
0.7% t0 4.2% (2005: 0.7% to 3.8%). The pledged deposits
carry interest at the market rate of 0.7% (2005: 0.7% to
1.4%).

Bank deposits of HK$7,642,000 (2005: Nil) are pledged to
banks for letters of credit issued by those banks for the
Group and for employees’ mortgage loans. At 31st
December, 2005, bank deposits of HK$2,695,000 were
pledged to secure the general banking facilities granted to
the Group.

The aged analysis of trade creditors which are included in
creditors and accrued charges is as follows:

—EERE CZTTHF
2006 2005
TAERT FTAET
HK$’000 HK$’000
729,403 463,663
207,704 138,500
411,069 178,953

4,791 10,561
1,352,967 791,677



For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

—BERE —ZETRF

2006 2005

FET FAT

HK$’000 HK$'000

RITER Bank loans 2,228,923 1,352,279
HMER Other loans = 14,517
2,228,923 1,366,796

HHEA Secured 119,057 -
AR Unsecured 2,109,866 1,366,796
2,228,923 1,366,796

[EEEGE Borrowings repayable;

BERF—FNR On demand or within one year 1,706,617 523,630
ZR—FE More than one year, but not
TEBMF exceeding two years 94,306 804,000
ZHRMEE More than two years, but not
THEBRF exceeding five years 428,000 39,166
2,228,923 1,366,796
B mEBE &R Less: Amount due within one year shown
R—F A under current liabilities (1,706,617) (523,630)
E| I H) SRR
FERBAGMRIRN Amount due after one year shown
—F1& B e KA as non-current liabilities 522,306 843,166

B E - Note:

(a) HITERBEELEREEREH (a) The bank loans include Hong Kong dollar revolving credit and term
B 2 {#% F3 %8 1,428,000,0005% 7T (= loan facilities of HK$1,428,000,000 (2005: HK$1,004,000,000) with an
TLTHF : 1,004,000,000% 7T) - average interest rate of 4.7 % (2005: 3.9 %). Such floating rate bank
T ERBAT%(ZEEAHEF loans to the extent of HK$1,000,000,000 (2005: HK$1,004,000,000)

(b)

3.9%) - % EFERITHEAHF
1,000,000,000/& 7T (=TT h 4 :
1,004,000,000/# 7T) AR =T T+
FHEE BRUWAR_T——FHE
B RIBREBHRNGR - REAX
DRMERBERERRERAERR
ARBZHEETRAMASZ UE
HHAAN  WEBBEHBHART
) I P 4 o

BHRBEZEZBRITER - FH
FEAE54% (ZZETRE : 4.3%) °

RZZEERF+ZA=+—HB%
REERSBELRREEERTHE
X % FA %81,500,000,0007% T -+ #5 #
FEINEBESRAER_TT L
FEENRAEBTLHRREERTH
B 01,000,000,0008 T B @& 2
F-BAUZSHERENFBRRLM
iE41 0

(b)

(c)

are repayable in 2007 and the remaining balance is repayable in 2011.
Under the terms of the loan facilities agreements, CRH, the controlling
shareholder of the Company, is required to remain as a majority
beneficial owner of the issued share capital of the Company and shall
maintain its management control over the Company.

The remaining balance of the bank loans comprises of several floating
rate bank loans with an average interest rate of 5.4% (2005: 4.3%).

Subsequent to 31st December, 2006, the Group has obtained a Hong
Kong dollar revolving credit and term loan facility of HK$1,500,000,000
to be utilised as additional working capital and the refinancing of the
existing Hong Kong dollar revolving credit and term loan of
HK$1,000,000,000 repayable in 2007. Further details of these facilities
are set out in Note 41.

EHBMAERAA 125

—EEAFFH



126

For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE
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At 1st January, 2006
Exchange adjustments -
Utilisation of provisions

At 31st December, 2006

Note:

(a)

(b)

ETXE
BEREE
Provision for
staff housing
benefits
FET
HK$’000
(Mt3Ea)

(Note a)

50,953

(13,072)

37,881

EARE
Restructuring
provision
FET
HK$’000
(Fft5Eb)

(Note b)

42,379
1,359

(4,508)

39,230

&t
Total
FET
HK$’000

93,332
1,359
(17,580)

77,111

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 properties, based on the amount of claims
for such allowances experienced in the past.

The amount represents provisions for restructuring activities of
subsidiaries acquired by the Group through the acquisition of the entire
equity interest of 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.



For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

AEBECTL—MWEBEETEH The Group has entered into an agreement to acquire certain
RSN RSB REENERR machinery and equipment and technical know-how related
fTanEmtrs - REEH @ BN to the manufacturing of wafers. At the balance sheet date,
BT - the amounts payable are as follows:
—EEXREF ZETRF
2006 2005
FTERT FET
HK$°000 HK$’000
—FR Within one year 5,009 -
ZR—FEBTBBRAF More than one year, but not
exceeding five years 23,452 -
ZRAF More than five years 42,573 -
71,034 -
B MBI AGERMTR Less: Amount due within
T A AR K one year included in
RETERR creditors and accrued
—F A B H A RIE charges shown under
current liabilities (5,009) -
ERBBEMT Amount due after one year
R — 18 B B B9 3K shown as non-current
liabilities 66,025 -
ZERBENIEFERAS8ERE The present values are based on cash flows discounted
FEABELEBTWINEERTED using a rate based on the borrowings rate of 5.85%.

IR\ REFTE -
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

UTAREERAEFELES
RRELCHEEERELE

The following are the major deferred tax assets recognised
and movements thereon during the current and prior years:

i Hit
BERE HRHEE
Accelerated Hifid® EERE Other
tax Technology Provisions temporary At
depreciation know-how on assets differences Total
TEL TEL TEL TEL THEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZERE—F—H At 1st January, 2005 (1,217) 2,696  (3,489) 6,058 4,048
REFEHZERARE Credit (charge) to
A (30B) consolidated income
statement for the year 2,883 (844) 3,382 (2,236) 3,185
HEWB DA Disposal of subsidiaries 659 - 3,799 - 4,458
RZZETRF At 31st December, 2005 2,325 1,852 3,692 3,822 11,691
+-A=+-H
R Exchange adjustments 1 - 8 - 9
W B A A Acquisition of subsidiaries - - 2,162 - 2,162
RAFEHEERARE (Charge) credit to
(&) FA consolidated income
statement for the year (807) (771) 5112 (980) 2,554
RZEERF At 31st December, 2006 1,519 1,081 10,974 2,842 16,416
+-A=+-8

RZEEXNF+-_A=+—8"
XEBBRAREEBE
234,181,000 L (Z T A F :
107,608,000/%8 jT) ] # $8 K 2K '@
F o B P AR 2R 5 A 2R OR B A T
MW EREEEBERIEL
HIBEE - F18105,044,0008
T(ZZEZTRF - BN 2T —

i ‘JHﬂ Efbh B 48 Al & k&

RZEEXNF+-_A=+—8"
AEBSBUNRY RN EHE
44,228,000 T (T HF :
58,567,000/ 7L) ° A I fE

At 31st December, 2006, the Group has unused tax losses
of HK$234,181,000 (2005: HK$107,608,000) 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. Losses of
HK$105,044,000 (2005: Nil) will be expired in 2011. Other
losses may be carried forward indefinitely.

At 31st December, 2006, the Group also has deductible
temporary differences of HK$44,228,000 (2005:
HK$58,567,000). No deferred tax asset has been recognised
in relation to such deductible temporary differences as it is

u% B A Al kR A R E R x not probable that taxable profit will be available against which
E&Iﬁ AR R = KR the deductible temporary differences can be utilised.
RIELERIAEE °
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

RH#E ROEE
Number of shares Nominal value of shares
ZBERE “TTRE “EERE ZZTRE
2006 2005 2006 2005
TR FHET
HK$°000 HK$'000
BR010B TR IR Shares of HK$0.10 each
EERA Authorised:
RENR At beginning and end of
R the year 6,000,000,000 6,000,000,000 600,000 600,000
BREARAEKRG Issued and fully paid:
RE At beginning of the year 2,664,916,071  2,647,483,071 266,491 264,748
BER Shares repurchased
BEL ) and cancelled (3,070,000) (4,500,000) (307) (450)
TRERE Shares issued upon exercise
mETRH of share options 10,322,000 21,933,000 1,033 2,193
BN Shares issued upon
mETkRH acquisition of subsidiaries
(K13£35) (Note 35) 93,631,354 - 9,363 -
REL At end of the year 2,765,799,425 2,664,916,071 276,580 266,491

ERERTHRGRESEMS
SR IS T

RZEZE—F+—A=Z+~X
B ARQRKIER— AT
F+A+HBEMNREE
e ([EEBRERE) - I
B ARt Bl ([37 R AR
EEtE]) R -ZTET—F—
A=—+—8  AAREER
R RIS E BB R AT
B BUIER A ESENE
RETEMSEENGHE -

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.
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

ERREEEERESE
EELARTSB2EER
NBARRT] - 28E /K
REAREEAMBRENE
B (BREHTESR) - BRE
BB RRL  ]mE
ZTeBREEBBETS
BATE RS BCHE - BRUL DA
S - ERE AR Bl E AR R
BEHhEADAEN - 882
HEANZANRSERD T
B AR IR E B R B R
BREME L RO &R
2 25% ° R I B8 A A A] %
AR BRABERR L
BhREZARSTF - L&
BN T AT B R
BRORAHR - BEREAT
BHE -+ N\NHARERILF
FEMN1ET - RBES TS
MERZEEE  ()RMHE
B R(NEZBRERLZ
B AT FLE R 5 B B B A2
P PR S B 19 M T B B
80% °

MERER B S EH 2 E
EHARELERLZEZ
BEERNBRARRT - LAB
AEBERBRR - 28ER
HEFE2ERTENAEE
ERKBERBNEFES (K
EEBEREEREEE)M
EARE : BAEEERK
BRAINEEHXESTKILD
ERERENTNEEETY
R AREEAKERFN
EBER  EBEH  BX
MEMEMNEIRITHRAR
SRS (REMEZHRZER
TRABSERESE)  A&E
B AR EREZBIR
ARBEELTERRNE
T AL  AERARAE
ERRNEIMEERZEE
£ SN NLINEEMNCI R LN
AIMEMES -
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The purpose of the Old Share Option Scheme was 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 under 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. An amount of 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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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. An amount of
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 quotations 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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RBEAR LD R BB IRE R 819 B Details of the movements of share options granted under
BWEREZESFEAT - the Company’s share option schemes are as follows:
BREHE
Number of share options
TEE R-EEXRE R-BERE
Exercise -R-H RERRE RERTE RERK¥™ +=A=1+-H
price i AT Granted Exercised Lapsed AT
R AH B Outstanding at during during during Outstanding at
Date of grant HK$ 1.1.2006 the year the year the year 31.12.2006
ERERETE
Old Share Option Scheme
i P = 0.590 8,250,000 - - - 8,250,000
21.9.2000
“ZE-FWA=+HHA 0.547 17,200,000 - - - 17,200,000
25.4.2001
25,450,000 - - - 25,450,000
B RETE
New Share Option Scheme
—2E-4+-AEA 0.790 14,520,000 - - - 14,520,000
4.12.2001
—“EE-FEMNANA 0.820 26,068,000 - (2,964,000) (30,000) 23,074,000
9.4.2002
“RE-FAAZTZH 0.920 2,300,000 - - - 2,300,000
22.5.2002
“ET-FTAZH 0.570 10,201,000 - (2,918,000) (80,000) 7,203,000
2.10.2002
ZET=-£MANA 0.479 22,560,000 - (4,440,000) (150,000) 17,970,000
9.4.2003
“2E=F+—-H=H 0.800 500,000 - - - 500,000
3.11.2003
ZZENF-A+=H 0.906 28,970,000 - - (500,000) 28,470,000
13.1.2004
ZETRERANA 0.910 500,000 - - - 500,000
9.6.2005
“ZTREMATAE 0.940 - 1,000,000 - - 1,000,000
19.4.2006
105,619,000 1,000,000 (10,322,000) (760,000) 95,537,000
131,069,000 1,000,000 (10,322,000) (760,000) 120,987,000
R FRTR 117,277,000
Exercisable at the end of the year
MmEFHITEE(EL) 0.71 0.94 0.60 0.78 0.72
Weighted average exercise
price (HKS$)

132 CHINA RESOURCES LOGIC LIMITED
Annual Report 2006



REAH

Date of grant

ERERETE

Old Share Option Scheme
ZERTENAZF A
21.9.2000
“ZE-FWA=+HHA
25.4.2001

FERESE

New Share Option Scheme
“ET-5+ZAMNA
4.12.2001
“EE-4WMANA
9.4.2002
“EE-FRACZTCH
22.5.2002
=
2.10.2002
“2L=FWANA
9.4.2003
ZZT=5+T-A=H
3.11.2003
ZZENF-A+=H
13.1.2004
ZEEMETZALA
7.12.2004
“EEREANA
9.6.2005

ARERITE

fEE
Exercise
price
BT
HK$

0.590

0.547

0.790
0.820
0.920
0.570
0.479
0.800
0.906
0.910

0.910

Exercisable at the end of the year

MmEFHITEE(EL)
Weighted average exercise
price (HKS$)

R-B2L%
-R-H

I K17 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

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

BREHE

Number of share options

REARH
Granted
during

the year

500,000

500,000

500,000

0.91

RERTE
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

R-Z225%F

RERXH t=A=1-H
Lapsed AT
during Outstanding 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
(60,000) 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
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

BEARFEARNITER B
RITEBMIMEFHRES
087 L (ZTETHF :
0.90/870) © FREKITEE
RIBB R HESR T A& %) & BRI A9 D
BEFHEASAFE (ZEETH
% 6.65F) o

R A B BRENGTA
FEMAN R —EFEITEE
BAFE - ZEANBARK

[ERUNNE
mEFHRE
£ Weighted
Exercise average
price share price
R BH BT BT
Date of grant HK$ HK$
ZETRF
2006
ZEEREWNATAR 0.940 0.96
19th April, 2006
—ZTRE
2005
ZETREXNANA 0.910 0.92

9th June, 2005
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In respect of the share options exercised during the
year, the weighted average share price at the date of
exercise is HK$0.87 (2005: HK$0.90). The options
outstanding at the end of the year have a weighted
average remaining contractual life of 5.4 years (2005:
6.6 years).

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

BEitRE LT E
W#E=E Estimated

BEERIE EEBRAE  Expected fair
Expected T FH  Risk-free  dividend value
volatility ~ Expected rate yield BT
% life % % HK$

24.41 5 years 4.44 3.13 0.21
29.80 5 years 3.22 2.72 0.22

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, 2006, the Group
recognised the total expense of HK$429,000 (2005:
HK$2,149,000) relating to equity-settled share-based
payment transactions in respect of the share options
granted by the Company.
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The total consideration received during the year from
employees, including directors, for taking up the share
options granted amounted to HK$1 (2005: HK$3).

A subsidiary of the Company, CSMC, operates an
“Equity Incentive Plan” (the “Plan”) for the purpose to
share the pride of ownership among its participants and
to reward their performance and contribution. The Plan
was approved by its shareholders and adopted on 8th
May, 2004. The eligible participants are any directors
and full time employees of CSMC or any of its
subsidiaries. The Plan is valid for 10 years from the
date of adoption.

The CSMC'’s shares granted under the Plan will vest in
equal portions over a period of four years commencing
from the date of grant to the participants. CSMC’s shares
granted will only be issued once they vest and formal
applications from the respective participants are
received.

Details of the movements of the shares under the Plan
are as follows:

—EERF
Number of CSMC’s share (’000) 2006
At acquisition date of CSMC 48,215
Granted during the period 1,150
Exercised during the period (2,092)
Lapsed during the period (1,390)
Outstanding as at 31st December 45,883
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

B B EE B B A EE R
BERZEARAGE - %E&

THEE
Exercise
price

A ASBENT -

R AH BT
Date of grant HK$
“ZERE—-H_H 0.078
2nd January, 2006
“EERERARTAH 0.078

16th May, 2006
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The estimated fair values of the shares on the date of
grant were calculated using The Binomial model. The
inputs into the model were as follows:

nEFHRE HitRE  fEEAYVE
Weighted KB E Estimated
average BiKE ERRBRE Expected fair
share price Expected Risk-free dividend value
BT volatility rate paid out BT

HK$ % % % HK$

0.38 27.7 1.08-1.99 0 0.30

0.41 27.7 1.08-1.99 0 0.33

A subsidiary of the Company, CSMC, operates a “Share
Option Scheme” (the “Scheme”) for the purpose to
provide the participants with the opportunity to acquire
proprietary interests in CSMC and to encourage the
participants to work towards enhancing the value of
CSMC and its shares for the benefit of CSMC and its
shareholders as a whole. The Scheme was approved
by its shareholders and adopted on 27th May, 2005.
The eligible participants are any directors and
employees of CSMC or any of its subsidiaries; and any
advisors, consultants, distributors, contractors, contract
manufacturers, suppliers, agents, customers, business
partners, joint venture business partners, service
providers of CSMC or any of its subsidiaries. The
Scheme is valid for 10 years from the date of adoption.
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The period within which the shares must be taken up
under an option of the Scheme shall be notified by the
board of CSMC and in any event shall not be later than
10 years from the date the option is granted. The
subscription price is the highest of (i) the closing price
of the share as stated in the Stock Exchange’s daily
quotations sheet on the date of grant, (ii) a price being
the average of the closing prices of the 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.

Share options granted under the Scheme will vest in
four equal portions over a period of four years from the
commencement of the vesting date as approved by
CSMC’s Remuneration Committee.

Details of the movements of the share options under
the Scheme are as follows:

—EEBAF
EHEIEBEREHKE (TH) Number of CSMC’s share options ('000) 2006
HARE KR+ =-A=+—H Granted during the period and as at 31st December 21,291

54t B 50 A0 BB AR A £ (31 2
FEL BN E - %

The estimated fair value of the share options on the
date of grant were calculated using The Binomial model.

B ABEBERNT : The inputs into the model were as follows:
NEFHRE BRE CHEARRE
TEE Weighted S Estimated
Exercise average K iE EE A= Expected fair
price  share price Expected Risk-free dividend value
R AH B B volatility rate paid out BT
Date of grant HK$ HK$ % % % HK$
“ZERFENANH 0.36 0.36 27.7 1.08-1.99 0 0.04

8th September, 2006

TERE B AE AR EUR A+ Expected volatility was based on the volatility return on
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7,972,000 T (—ZZEZF R
Fom)ERAR -
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A

A

Hang Seng Index for the past ten years. 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, 2006, the Group
recognised the total expense of HK$7,972,000 (2005:
Nil) relating to equity-settled share-based payment
transactions in respect of CSMC.
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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 based on a specified
percentage 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,
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$145,442 (2005: HK$29,991).

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

At the balance sheet date, there was no significant amount
of forfeited contributions to reduce the contributions payable
in the future years.

The employees of the Group in the Mainland China are
members of state-managed retirement benefit schemes
operated by the respective local government in the Mainland
China. The Group is required to contribute a specified
percentage of the payroll costs to the retirement benefit
schemes to fund the benefits. The only obligation of the
Group with respect to the retirement benefit schemes is to
make the specific contributions.
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On 12th July, 2006, the Group acquired an additional 47.5%
of the issued share capital of CSMC and CSMC became a
72.9% owned subsidiary. The carrying value and fair value
of net assets acquired in the transaction are as follows:
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HK$’000
Net assets acquired:
Property, plant and equipment 1,262,252
Prepaid lease payments 4,299
Deferred tax assets 2,162
Inventories 156,300
Debtors, deposits and 156,218
prepayments
Tax recoverable 933
Pledged bank deposits 19,272
Bank balances and cash 243,173
Creditors and accrued charges (188,870)
Borrowings (374,904)
Other non-current liabilities (36,127)
1,244,708
Minority interests (337,689)
Discount on acquisition
accounted for in
consolidated income statement (41,296)
865,723
Total consideration satisfied by:
Cash 467,464
Shares issued (Note) 73,032
540,496
Interest in an associate 325,227
865,723
Net cash outflow arising
on acquisition:
Cash consideration paid (467,464)
Bank balances and cash acquired 243,173
(224,291)
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For the year ended 31st December, 2006
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Note:

As part of the consideration for the acquisition, a total of 93,631,354 shares
of the Company with a par value of HK$0.10 each were issued. The fair
value of the shares issued, which was determined by reference to share
prices quoted on the Stock Exchange at the date of acquisition, amounted to
HK$73,032,000.

The directors consider that the carrying amount of the net
assets of CSMC approximates their fair values.

The acquiree contributed turnover of HK$367,850,000 and
profits of HK$41,224,000 to the Group for the period from
the date of acquisition to the balance sheet date.

If the acquisition had been completed on 1st January, 2006,
the Group’s revenue and profit for the year would have been
HK$3,748,898,000 and HK$281,770,000 respectively. The
pro forma information is for illustrative purposes only and is
not necessarily an indication of the revenue and results of
operations of the Group that actually would have been
achieved had the acquisition been completed on 1st January,
2006, nor is it intended to be a projection of actual results.
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In addition to the disposal of Palazzo Inc. in 2005 as set out
in Note 11, the Group also disposed of another subsidiary,
Shenzhen Kope Microelectronics Co., Ltd. in 2005, which
did not result in any significant financial impact to the Group.

Net assets of the subsidiaries disposed in 2005 are as
follows:

FHTT
HK$’000
Mm% - WEREZE Property, plant and equipment 8,965
TR A FRIE Prepaid lease payments 7,912
eSS Inventories 18,841
JEWERER - e &k Debtors, deposits and prepayments 47,005
T8 RIE
RITEF LIRS Bank balances and cash 95,242
ERTBE R L EETEA  Creditors and accrued charges (53,134)
1A Taxation (1,098)
ELHBRAR Deferred tax liabilities (4,458)
119,275
D HRRAE S Minority interests (4,379)
EERENHE Exchange reserve realised (6,191)
108,705
& A I E Gain on disposal 74,295
RE®RE Total consideration 183,000
IR & S+ Satisfied by cash 183,000
PEEEANR S Net cash inflow arising on disposal:
AT
RERE Cash consideration 183,000
HENRITET Bank balances and cash disposed of (95,242)
kB &
87,758
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Part of the consideration for the purchase of subsidiaries
transacted during the year comprised of new shares of the
Company. Further details of the acquisition are set out in
Note 35.

The Group has issued guarantees of HK$4,006,000 (2005:
Nil) to a bank in respect of the mortgage loans borrowed by
the employees of a subsidiary. Management anticipates that
no material liabilities to the Group will arise from the
guarantees.

At the balance sheet date, the Group had commitments for
future minimum lease payments under non-cancellable

EESNTHRAT : operating leases which fall due as follows:
—EERE —TTHHF
2006 2005
TET FHET
HK$’000 HK$’000
—FR Within one year 3,539 2,270
FE_EZERF (B4 Inthe second to fifth year inclusive 4,494 142

BEMFEAN)

h & After five years 3,653 -
11,686 2,412

REBEONRIEAEERE T
MRERBEMEZENER -
HOMERMEERSFHS—
E+FH-
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Operating lease payments represent rentals payable by the
Group for certain office and factory premises. Leases are
negotiated and rentals are fixed for an average term of one
to ten years.
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FRN - REREMEMEER Rental income earned from investment properties and
HEBBME WA DR JZ% machinery and equipment during the year was HK$5,609,000
5,609,000 7L (- T Z HEF - (2005: HK$10,936,000) and Nil (2005: HK$1,367,000)
10,936,000/870) b E(ZEZT R respectively. These assets have committed leases for terms
F 11,367,000 7L) - ZEBE ranging from one year to over five years.
HEREFHANF—SZ8BBRF
g o
REE AW E|ET L EMEER No operating lease was contracted at the balance sheet
oM _ETZERF+_A=1+— date. At 31st December, 2005, the Group had contracted
A AEEHEBEPZIZTAIH with lessees for the following future minimum lease payments
HEEHLY - BEFAZ NN under non-cancellable operating leases which fall due as
BEHESOIEBANT : follows:
FHETT
HK$’000
—F KN Within one year 13,189
FIEFRF (B In the second to fifth year inclusive 45,894
BEEMEEAN)
h & After five years 7,283
66,366
—EEXREF —EERF
2006 2005
FTERT FET
HK$°000 HK$’000
BEVE KBFER Capital expenditure in respect of acquisition of
FEERFZ property, plant and equipment
BHLEERET L Authorised but not contracted for 504,621 60,283
EEHBRBE Contracted for but not provided
(B &E) (Note) 679,817 133,687

EBMHERA T
—ERaEEE 0
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For the year ended 31st December, 2006
HE_ZTRF+_A=+—-HILFE

MisE

FRN - REBEENBARANDERE ([EH
FORBEELETIA  REREAZHT
S 0 {8 /A35,000,000% 5T © HEL
HHAB X HEH12,000,000% 7T © L
T H 2R e SR (E#5£23,000,000%E T -
BN _ZTLFE_ZT-TEHNHAEF
At e

mﬁﬁgﬁﬂim%—@%ﬁ Kﬁl@
CTRIETLFEZT-TFMH
ﬁgllaﬁgﬁ%mJ ﬁk1¢m%
BHRTWEBEHEE8E  egrnEl
— R B~ A X £ 5,000,000% 7T
HERNEBEREDAFRE - @E$§E
REERETHTE  EEZRARENE
#?%%&ﬁT%%E%ELﬂmiﬁ
R TEAEGE R A E A R ER T IR
1@ WARIEATETE -

RZZEZ+F=A+WMA ' &%
BEEFTIRTIIY—BEZXRE
W Bt B eERSE
1,500,000,0007% 7T K 54 HA 18 IR
EE/THERERRE AR )
ABAERENR-_ZTEE-_FR_ZF
NFEERTHNERBREETE
ME  RO)AEEN—MOEE
SHE e LIMEREREAER
BRFAEBENR  HXeBEARE
KA E WG] L H 8 EIm S+ E
Bz BREEE -
ZEZRERZEHE —BEKR
RMEARAZIERRREHEE
BB IERANRRE BITIRAD
REHEZHEBA  UNREEHR
EARBREEIEHHE -

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

Note:

During the year, the Group entered into an agreement with a minority
shareholder of a subsidiary (the “Vendor”) for the acquisition of certain tools,
equipment and spare parts for a consideration of US$35,000,000, of which
US$12,000,000 had been paid up to the balance sheet date. The amount
disclosed above includes the balance of the consideration of US$23,000,000
which is payable by four instalments on a yearly basis from 2007 to 2010.

Pursuant to another agreement entered into with the Vendor, the Group has
undertaken to make incentive payment of US$5,000,000 to a subsidiary of
the Vendor in the event that the cumulative revenue from assembly and
testing services provided by the Group arising from orders placed by
customers of the Vendor for the years 2007 to 2010 exceeds an agreed
amount. However, no fair value was ascribed to the undertaking as at the
balance sheet date, which has been accounted for as a derivative, as the
directors consider that the equipment is still under installation and it is
uncertain the agreed amount could be achieved based on the Group’s
assessment at the balance sheet date.

On 14th March, 2007, the Group entered into a loan facility
agreement with certain banks pursuant to which a 5-year
revolving credit/term loan facility of up to HK$1,500,000,000
was made available for (a) the refinancing of loan facilities
granted to the Group in 2002 and 2004; and (b) the Group’s
general corporate funding requirements. The loan facility is
unsecured and interest bearing with any outstanding amounts
to be repaid in full on the date falling sixty months after the
date of the loan facility agreement.

The loan facility agreement contains a term which requires
CRH, who is the controlling shareholder of the Company, to
remain as the majority beneficial owner of the issued share
capital of the Company and shall maintain management
control over the Company.
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

related parties:

Sales to a fellow subsidiary
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 subsidiaries of minority shareholders
of subsidiaries

Royalties paid to minority shareholders
of subsidiaries, net

License fees paid to minority shareholders
of subsidiaries, net

HK$’000

2,352

2,165

565

5,044

47,532

62,118

145,173

20,870

15,029

In addition to the related parties transactions set out in other
notes to the consolidated financial statements, during the
year, the Group entered into the following transactions with

—EETRF
2005
FB T
HK$’000
2,142
2,289

565

10,371
90,623
93,799

150,860

28,661

14,331

The amounts due from/to minority shareholders and an
associate as included in the consolidated balance sheet are
unsecured, interest-free and repayable on demand.

EHBMAERAA 145

—EEAFFH



For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

AEEERZBHEHER(ZQA
RAZEARLFE ([FEH]) BT
EHE)ET —ERERKARERZ
KB o BRERA B Rk E A b s
i BEEs N REWE R F®E
TR REETFERTEE
7% B 32 o B AR B BT B ok [
BEEXEH cERBETERT
ReEFEERE  RAKEEHEFSE
EIZRHME BPRHEBRE
.Mw%kﬁAﬁfﬁﬁji%_
o BLELH MBI R I% 5 E S
%ﬁﬂmw%%w&mﬁhr
o AKEEYTERAINEAEE
RERZEGERE ANEBRA -
#E%mﬂ@ e AN
BRGERODEFEBEEREEK -

The Group itself is part of a larger group of companies
under CRNC which is controlled by the government of the
People’s Republic of China (“PRC”). Apart from the
transactions with the parent company and its subsidiaries
which have been disclosed in other notes to the consolidated
financial statements, 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 consider those entities other than CRNC group are
independent third parties as far as the Group’s business
transactions with them are concerned. In establishing its
pricing strategies and approval process for transactions with
other state-controlled entities, the Group does not
differentiate whether the counter-party is a state-controlled
entity or not. The Group is of the opinion that it has provided,
at the best of its knowledge, adequate and appropriate
disclosure of related party transactions in the consolidated
financial statements.

—EERE —ETRF

2006 2005

FTER FET

HK$’000 HK$'000

SRR Short-term benefits 6,933 8,678
R 12 A Post-employment benefits 330 353
f& @ 1 Z O = Share-based payment 162 389
7,425 9,420

KREEBTEEHRAE (EREAR
RAER)WNE 2 EHFMWNEZE
IR ET  PH 13185 -

CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

The remunerations of the Group’s key management
personnel include the directors of the Company only, which
are determined with reference to the terms of the
remuneration committee, are disclosed in Note 13.



For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

B8 /T 47 Bh € 53,003,0005%8 7t (= Included in creditors and accrued charges are deferred
TZEHF : 20,594,000/ JT) &t government grants of HK$53,003,000 (2005: HK$20,594,000)
AERESRREFTERA - JIA which are provided by the PRC governmental authorities for
FEBSEFIRE - LAEBEHK the purpose of financing the purchases of machinery and
BRRBRARTERN BB equipment and relevant expenses for new products
XIEHES  RESHEREEH development. The amounts are recognised as income in
FETBRBERARA o ILBUKFT accordance with the relevant accounting policy. This policy
SIAFEGAERAEREAR has resulted in a credit to the current year’s consolidated
6,339,000 T (ZZE T HF : income statement of HK$6,339,000 (2005: HK$2,956,000).

2,956,000 1) °

LWTAERZZERFT+_A="* Particulars of the principal subsidiaries as at 31st December,
—HXEMBRAFRES : 2006 are as follows:
HAXRAMRE
BRTR BRAR
BRRE/ BEADL
KL/ MR A Proportion
L 4 2 Issued and ownership interest
Place of fully paid held by
HWEBARER incorporation/  share/registered the Company E¥%
Name of subsidiary establishment  capital % Principal activities
FHREH
Semiconductor business
EEWEF (BER)BERAF RBRAES EBR1ET 100 KEZER
China Resources Microelectronics  British Virgin Ordinary Investment holding
(Holdings) Limited Islands US$11
ERLERERAA BA ERR3E T 100 HEREEEK
BERFARCRHE
China Resources Semiconductor ~ Hong Kong Ordinary Manufacture and
Company Limited HK$3 sales of integrated

circuit design and
wafer packaging

Faithway Resources Limited HERAES LRRi1ET 100 HWELR
British Virgin Ordinary Investment holding
Islands US$1
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For the year ended 31st December, 2006

HE_ZTRF+_A=Z+—HILEE

WELRER

Name of subsidiary

+FEEXY (B)

EMKL/

B 3L 3 %
Place of
incorporation/
establishment

Semiconductor business (Continued)

PRI EBYMMETRRAA

tEERE T ORI
BRAF
Semicon Microelectronics
(Shen Zhen) Co., Ltd.

FEHEBNETARAA

Wuxi China Resources

Microelectronics Co., Ltd.

FEGERVRMET
BRRA
Wuxi China Resources
Semico Co., Ltd.

CEGERERNETARAA

Wuxi China Resources

Huajing Microelectronics Co., Ltd.

B A
Mainland China

FE i
Mainland China

o 3t

Mainland China

hEAM

Mainland China

A
Mainland China

CHINA RESOURCES LOGIC LIMITED

Annual Report 2006

EBTR
BERE/
R &
Issued and
fully paid
share/registered
capital

1,800,000 7T
US$1,800,000

4,260,000% 7T
US$4,260,000

A E#570,000,0007T

RMB570,000,000

A K %25,000,0007C

RMB25,000,000

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

R NG g

BHEEHE
BRADL
Proportion

ownership interest

held by
the Company
%

100

100

100

100

99.662

TEEH

Principal activities

I+
ax A /‘u\)#

Design of wafer

AR RSETR
Testing and
packaging of wafers

HERBERKER
HERBHAEK
B REER

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

Ret  AFAREE
EREREMNER

Design, testing and
sale of integrated
circuit products and
chips

HERHEEENER

Manufacture and
sale of integrated
circuit



WEARERE
Name of subsidiary

FERXF (R)

HR e
L i 2
Place of
incorporation/
establishment

Semiconductor business (Continued)

FEGERRTEERERLA
Wuxi CR Semiconductor Wafers
& Chips Ltd.

PESERRENBRARRAA
Wuxi CR Micro-Assemb
Tech. Ltd.
ERLERNRARRA
CSMC Technologies Corporation

PEGERLEFERERAT

CSMC Technologies
Fab 1 Co., Ltd.

PESERLENRBRAA

CSMC Technologies
Fab 2 Co., Ltd.

B A
Mainland China

FE i
Mainland China

MERS

Cayman Islands

FEAL

Mainland China

hE A

Mainland China

BRIR
BRRE/
R A
Issued and

fully paid
share/registered
capital

A K #275,000,0007C
RMB275,000,000

A E#100,000,0007T
RMB100,000,000

A% 34,947,000 T
Ordinary
US$34,947,000
76,668,580% 7T

US$76,668,580

50,000,000 7T

US$50,000,000

For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

HARRRE

BREAE
BHEI M
Proportion

ownership interest

held by
the Company
%

100

100

72.82

72.82

72.82

ERBBERLA

TREHR

Principal activities

HERHEEKER

Manufacture and
sales of integrated
circuit

AR RHELR
Testing and
packaging of wafers

REER
Investment holding

BERHERNER
RiREE R

Manufacture and
sale of integrated
circuit and related
products

BERHERNER
RiREE R

Manufacture and
sale of integrated
circuit and related
products
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For the year ended 31st December, 2006
HE_ZTRF+-A=+—BLEE

MR
L4 2
Place of
incorporation/
establishment

WELRER

Name of subsidiary

FHRZXE(B)
Semiconductor business (Continued)
PARERLEFYSRAERDA RERAM

CSMC Technologies Mainland China

Fab 3 Co., Ltd.
BR#EY
Compressor business
ERHLHMEAERAR RERTES
China Resources Cooling British Virgin
Technology Co., Ltd. Islands
CEGER-TBEKAERAR RE R

China Resources (Shenyang) Mainland China

Sanyo Compressor Co., Ltd.

Bl A 1
Mainland China

CEGERE=FBEERARAR
Shenyang Shengrun Sanyo
Compressor Co. Ltd.

Hith
Others
CRT (BVI) Limited EBEXES
British Virgin
Islands

150 CHINA RESOURCES LOGIC LIMITED
Annual Report 2006

BBTR
BRRE/
R A
Issued and

fully paid
share/registered
capital

9,500,000% T

US$9,500,000

EER66E T
Ordinary
US$66

159,980,0003% 7T
US$159,980,000

20,000,000% 1T
US$20,000,000

EER14ET
Ordinary
us$14

HAQAMRE
BRAEE
BfE M
Proportion
ownership interest
held by

the Company

%

72.82

100

63.75

63.75

100

TEEH

Principal activities

HERBERKER
REBEm
(RZZZRE+ZA
S+-BiHEREE)

Manufacture and
sale of integrated
circuit and related
products
(pre-operating as at
31st December, 2006)

BEER

Investment holding

RERHEETAEER
Manufacture and
sale of compressors
for air-conditioners

RERHEETREER

Manufacture and sale
of compressors for
air-conditioners

BEER

Investment holding



¥ CRT (BVI) Limitedii A2 A1 &
BERAN - A LA EARY
BARAIEERE  TFEET
B A 2, B ST Hb Bh A EE TS o

W_ZEAE+-A=+—A%
FRERER - B D A
E R B B -

E=ZRB - ERMIIMAREMN
BRARAGAEEMEELEE MR
BREAEAFE EEZRAR - #H
SIE B B A A RIS I < AN R
HFHERITEK -
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For the year ended 31st December, 2006
BHE-_ZTZTEANF+_A=+—BHLLFE

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

None of the subsidiaries had any debt securities outstanding
at 31st December, 2006 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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