CHAIRMAN'’S STATEMENT

The Board of Directors of QPL International Holdings
Limited (the “Company”) hereby presents the unaudited
condensed consoclidated financial statements of the
Company and its subsidiaries (the “Group”) for the six
months ended 31 October, 2003 together with
comparative figures in respect of the trading results,
changes in equity and the cash flows for the
corresponding period in 2002, together with the latest
announced balance sheet as at 30 April, 2003 as
set forth below.

RESULTS FOR THE FIRST HALF YEAR

For the six months ended 31 October, 2003, the
Group recorded a turnover of HK$215 million,
representing a 5% decrease from HK$227 million
for the corresponding period last year. The Group’s
unaudited consolidated net loss for the period under
review amounted to HK$48 million (2002: HK$272
million], of which 35% was attributed to the share of
losses of an associate, ASAT Holdings Limited
(*ASAT”), amounting to HK$17 million (2002: HK$216
million].

Basic loss per share for the period under review was
HK$0.08 (2002: HK$0.51). Basic additional loss per
share, prepared on the basis of excluding certain
non-recurring items as described in note 9 to the
condensed financial statements, was HK$0.06 (2002:
HK$0.16).
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QPL INTERNATIONAL HOLDINGS LIMITED

CHAIRMAN'’S STATEMENT
PERFORMANCE REVIEW

During the period under review most of the businesses
in the Greater China region were badly affected by
the outbreak of the Severe Acute Respiratory
Syndrome (“SARS”). Customer visits were cancelled,
resulting in very few new or additional orders being
placed. At the same time the Company was completing
the production base transition from Hong Kong to
China. Inevitably this resulted in some short term
dislocation to production. Despite these adversities,
the Company has achieved similar levels of sales as
attained in the same period last year, while completing
the relocation of manufacturing operations to China.
Included in the turnover was revenue of HK$121
million, or 56%, derived from ASAT as compared to
revenue of HK$97 million, or 43% in the
corresponding period last year.

The Company has upgraded its operations by
embarking on the Total Quality Management (“TQAM”)
initiatives, and deploying extensively Auto Inspection
Systems to deliver Zero-Defect business solutions.
These efforts enabled the Group to gain market share
when growth in demand resumed in the post SARS
period.

As a result of the improvements in the cost structure
as a result primarily of the successful shift of
production to China, the Group has achieved positive
EBITDA and is making significant progress towards a
return to profitability. EBITDA is defined as the loss
from operations plus depreciation and amortisation
expenses.
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CHAIRMAN'’S STATEMENT
MAJOR ASSOCIATE - ASAT

In line with the semiconductor industry upturn, ASAT
reported an increase in turnover of 21% from
US$75.8 million (approximately HK$5391 million) to
US$32 million (approximately HK$718 million) for the
six months ended 31 October, 2003, with a net loss
of US$6.2 million (approximately HK$48 million) on
its accounts prepared in accordance with accounting
principles generally accepted in the United States of
America, as compared to a net loss of US$66.3
million (approximately HK$517 million) in the last
corresponding period which included a before tax
charge of US$59.2 million (approximately HK$462
million) relating to an impairment loss on certain
assets.

In the results announcement, ASAT also announced
the opening of its China factory, the expansion of
capacity by ordering 100 new wire bonders and
supporting equipment, and the entering into a quad
flat no-lead (QFN]) patent cross-license agreement with
Amkor Technology, Inc. in its continuing drive towards
improvements in cost structure and expansion in
overall market share.

On 16 January, 2004, ASAT announced an offering
of US$150 million (approximately HK$1,170 million)
aggregate principal amount of senior notes. The notes
will mature on 1 February, 2011 and bear interest at
the rate of 9'/4,% annually. The net proceeds of the
issuance will be used for the redemption of its
outstanding 12'/:% senior notes due 2006 and for
general corporate purposes, additional working capital
and capital expenditure, which may include costs
incurred in relocating manufacturing operations to
Dongguan, China and the purchase of assembly and
test equipment to expand facilities.

EFRRE

EERE LT - #E&X
EEEEETEAER  SAXBE=T
B=F+AS+-RLEABEAZEESR

B 75,800,000% & (®
591,000,000#& ) mM21% =
92,000,000% 7t (¥9718,000,000
B RBEBEARS T REAFTER
ZiRB - HEEFFEA6,200,000%
7T (848,000,000 7T) @ M= FEH
Z B8 # 8 A1 /2 66,300,000% T (KW
517,000,000 ) - BIEE@AET
EEREFBEZRB AIMAX
59,200,000% 7t (¥462,000,000
BT °

YT REEBENGPEMREERZ
MEME ARG EAREE MG —
BEESKEZERME  UKREAmMkKor
Technology, Inc.7T 3 P93 = 7 E R
&8 (quad flat no-lead, [QFNJ)EF|
REREWHZE  BOTEERKSHAK
EBREBEAEEMSHEER -

—EENE-A+H > BERIEM
BEAXRSLHE150,000,000% T (8
1,170,000,000%& ) 2B L EHE
EEBR-_ZE——F-_F—BEH A
SRERNREY /JEFE - RRBITERE
FIBREFEEAUERER=-_ZZX
FRHHZ12"/BEEEEE » UREBE
—REERE BHNEEESRELRH
Y HR N OEERREEER AP
REMEAAKBERERKAERENL
BAREE o

=

/i

INTERIM REPORT 2003/04 # B 3R &5




QPL INTERNATIONAL HOLDINGS LIMITED

CHAIRMAN'’S STATEMENT

OUTLOOK

The new etching facility in Dongguan has been well-
received by our existing and potential customers. As
previously reported in the 2003 annual report, the
launching of TAM in the new plant has brought about
sustainable improvements in terms of production
efficiency and yields, self-initiative and team-work spirit.
Further, the Company has made substantial
investments in the installation of Auto Inspection
Systems, employing these extensively on the quality
control prior to the shipment of finished products to
customers. This latest initiative enables the Company
to deliver Zero-Defect solution, which we believe is on
a scale not matched by other competitors, reaping
significant savings in both costs and time to the
customers.

Customers who have visited the new plant indicated
that they are impressed with our state-of-the-art
facilities and our TAM process. They are confident of
our capability to deliver Zero-Defect solutions.
Accordingly sales have been increasing with the last
qguarter sales for calendar year 2003 recording an
increase of about 19% over the previous quarter.

In November 2003, the Semiconductor Industry
Association released its annual forecast for 2003-
2006, highlighting a strong growth forecast for 2004
with global sales of semiconductors expected to
increase by 19.4%. This growth is expected to be
broad based across all markets, with the strongest
growth anticipated to be in the Asia Pacific (excluding
Japan) market, in which both the Group and ASAT
operate.
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CHAIRMAN'’S STATEMENT

FINANCIAL REVIEW

During the six months ended 31 October, 2003, the
Group repaid approximately HK$16 million of its bank
loans and obtained three unsecured loans in an
aggregate amount of Renminbi 65 million
(approximately HK$62 million) in respect of which the
Company provided corporate guarantees. One of these
loans of Renminbi 25 million (approximately HK$24
million) which was originally repayable in one year at
a fixed interest rate, was rolled-over in January 2004
to be due in January 2005. Two other loans of
Renminbi 40 million (approximately HK$38 million)
were repayable by instalments over 3 years.
Furthermore, a bank loan of approximately US$1.3
million (approximately HK$10 million) secured on
certain new machines was obtained, and is repayable
by 36 equal monthly instalments. The proceeds from
these new loans were used to finance the acquisition
of property, plant and equipment and also for the
general working capital requirements of the Group
over the period.

At 31 October, 2003, the Group had total outstanding
borrowings of HK$228 million comprising bank loans
of HK$150 million, other loans of HK$62 million and
trust receipt loans of HK$16 million. In terms of
maturity, after taking into account the roll over of
loans of Renminbi 25 million as described above,
borrowings of HK$82 million or 36% of the total
borrowings will be repayable within one year and the
rest repayable within two to five years. In terms of
currency denomination, 72% was denominated in US
dollars, 27% in Renminbi and 1% in Japanese yen.
The Group had total cash and bank balances of HK$53
million, of which HK$18 million was pledged in support
of banking facilities granted to the Group.

FRHRE

Pt %5 [] bR
BE-ZZ=F+A=1T-HLAXEAR
W REEEE T 416,000,000 T
RITERKHE=FBEFER - B8
A AR ®¥65,000,000x (&
62,000,000% ) » MAARRMHEL
AER - HP—% ARH25,000,000
7T (#24,000,000% 7t) 2 ESERIR
BR—FREE  HERZZZWF—
RS REZ_ZZTRF-AEHE
Z - HBRMEAHAR® 40,000,000
7T (#38,000,000% 7t) 2 EFRAIER
THERIHHEE - S -FY
1,300,000% 7t (#10,000,000%
TT) Z B RATERIILAE T H MR 1E
HiF - WASICEAFESHEE -
LEsEERE AREAWBYE - #
BRNkERE URBEAEERERNZ—
REEES °

REZZZ=F+A=+—H XKEEAE
KREZEHLEER228,000,000% T &
#E$R1TE X 150,000,000 T ~ HAth
E62,000,0008 TR EFEVIEBER
16,000,000% 7T - FERBAE &
Tk L A R#25,000,000t 2 & #
B §%8582,000,000% TEES
BIEEZIBNEAR—FREE - H&rAl
ARMERFRNEE - EFHEEES
M 72%J3 AR T RHEM - 27%T5 8
ARBRBEN  1%HUBEAREN -
AEBHEHREEKRITEER
53,000,000 7t : 18,000,000
BTEEAREBRITEEZEN -

INTERIM REPORT 2003/04 # B 3R &5




QPL INTERNATIONAL HOLDINGS LIMITED

CHAIRMAN'’'S STATEMENT
FINANCIAL REVIEW (Continued)

Except for the crystallisation of obligations under
guarantees which are denominated in Pounds Sterling,
all other monetary assets and liabilities and business
transactions of the Group are carried out and
conducted in Hong Kong dollars, Renminbi and US
dollars. As the exchange rate between Hong Kong
dollars and US dallars is linked and Renminbi trades
against US dollars within a narrow range of exchange
rates, the Group believes that its exposure to foreign
exchange risks is not material.

Save as disclosed in note 21 “Pledge of assets” and
note 22 “Contingent liabilities” to the condensed
financial statements, there was no other material
change in the Group’s pledge of assets and contingent
liabilities since 30 April, 2003.

EMPLOYEES AND REMUNERATION POLICY

At the end of the period, the Group, other than ASAT,
employed approximately 2,230 people (of whom
approximately 2,050 or 92% were recruited in
Mainland China) as compared to approximately 2,100
employees (of whom approximately 1,600 or 76%
were recruited in Mainland China) as at 30 April,
2003. The Group continues to carry on its localisation
program and to maintain its remuneration policy
comprising salary and other benefits, as an integral
part of TAM.
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CHAIRMAN'’S STATEMENT

APPRECIATION

I, on behalf of the Board, would take this opportunity
to express my sincere gratitude to all our staff for
their valuable contribution to the Group during this
challenging period. Furthermore, | would also like to
express appreciation to the Group’'s customers,
business associates and shareholders for their
unwavering support.

By Order of the Board

Li Tung Lok
Chairman

Hong Kong, 19 January, 2004
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