The Board of Directors of QPL International Holdings
Limited (the "Company”] hereby presents the unaudited
condensed consolidated financial statements of the
Company and its subsidiaries (the “Group”) for the six
months ended 31 October, 2004 together with
comparative figures in respect of the trading results,
changes in equity and the cash flows for the corresponding
period in 2003, together with the latest audited balance
sheet as at 30 April, 2004 as set forth below.

RESULTS FOR THE FIRST HALF YEAR

For the six months ended 31 October, 2004, the Group
recorded a turnover of HK$236 million, representing a
10% increase from HK$215 million for the corresponding
period last year. The Group's unaudited consolidated net
loss for the period under review amounted to HK$120
million (2003: HK$48 million), of which 66% (2003: nil)
was attributable to the deficit on revaluation of investment
properties amounting to HK$79 million (2003: nil) while
42% (2003: 35%) was attributed to the share of losses of
an associate, ASAT Holdings Limited (“ASAT"), amounting
to HK$50 million (2003: HK$17 million). The Group
returned a profit of HK$12 million for the period under
review before share of losses of an associate, deficit on
revaluation of investment properties and compensation
charge for seftlement of a litigation (2003: a loss of
HK$31

deficit on revaluation of investment properties and

million before share of losses of an associate,

compensation charge for settflement of a litigation). Basic

loss per share for the period under review was HK$0.19

(2003: HK$0.08).
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PERFORMANCE REVIEW

In the latter half of the period under review the
semiconductor industry underwent an inventory correction,
after a strong rebound in worldwide demand since the
beginning of 2003. The Company’s plans fo increase
sales and diversify its customer base were negatively
affected. However as the Total Quality Management
("TQM") initiatives have been widely deployed, the
Company has been operating with a significantly reduced
cost structure and accordingly was able to deliver profit
of HK$12 million for the period under review before
share of losses of an associate, deficit on revaluation of
investment properties and compensation charge for
settlement of a litigation (2003: loss of HK$31 million
before share of losses of an associate, deficit on
revaluation of investment properties and compensation

charge for setflement of a litigation) as detfailed in the

above paragraph.

Included in the turnover was revenue of HK$126 million,
or 53% of revenue, derived from ASAT as compared to
revenue of HK$121 million, or 56% in the corresponding

period last year.
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MAJOR ASSOCIATE — ASAT HOLDINGS LIMITED
(“ASAT")

Affected by the inventory correction within the
semiconductor industry, resulting in excess capacity in the
assembly and test industry and related price pressure,
and a significant shift in ASAT’s own product mix, ASAT
reported a net revenue of US$103 million (approximately
HK$804 million) for the six months period ended 31
12% as
compared to US$92 million (approximately HK$718

October, 2004, or a rise in net revenue of

million) for the corresponding period in 2003 but
represented a drop of 16% in net revenue as compared
with US$56 million (approximately HK$437 million) for
the first quarter ended 31 July, 2004 and US$47 million
(approximately HK$367 million) for the second quarter
ended 31 October, 2004. Accordingly for the period
under review ASAT reported a net loss of US$14.5 million
(approximately HK$113 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$6.2 million (approximately HK$48

million) in the last corresponding period.

For the period under review the Group's share of ASAT's
loss was HK$50 million (2003: HK$17 million). In the
condensed consolidated balance sheet, interest in an
associate is stated as the Group's share of the net assefs
of the associate after adjustments for unamortized goodwill
and any identified impairment losses. As at 31 October,
2004 the Group's carrying value of ASAT was HK$122
million (30 April, 2004: HK$171
approximately US$0.27 (approximately HK$2.11) per
American Depository Share ("ADS") of ASAT. Closing price
of ADS on the NASDAQ was US$1
HK$9.28) as at 31 October, 2004 or US$1.52
1.86) as at 2 December, 2004 when
ASAT announced ifs results for the fiscal quarter ended

1 October, 2004.
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OUTLOOK

In view of the challenges posed by the market, the
Company maintains its niche position by continuing the
TQM processes thereby ensuring our facilities are well
regarded by customers. Currently the production plants
are being operated at approximately half of their installed
equipment capacity, positioning the Company to capitalise
on future increases in demand in a cost-effective way.
Nevertheless, the shortterm trading environment remains

very challenging.

In November 2004,
Association (“SIA") released its annual forecast for 2004-
2007, predicting essentially flat sales in 2005. The
forecast projected that sales would grow by 6.3% in
2006 and by 14.2% in 2007, or a compound annual

growth rate of

the Semiconductor Industry

11.8% through the forecast period. In the
forecast SIA also noted a fundamental change in the
forces driving the semiconductor industry with more than
half of the semiconductors sold in 2004 ending up in
products purchased by consumers rather than by corporate
end users. Further SIA expected this consumer purchase
proportion to grow, as consumers will be captivated by

the richness and portability of digital media.

On 31 December, 2004 SIA reported worldwide
semiconductor sales in November 2004. It also noted
that capacity utilization declined modestly, however actions
taken by both customers and semiconductor manufacturers
appeared to have been effective in addressing excess
inventories. This led to an expectation that excess

inventories would not be a significant concern by the end

of first quarter 2005.
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FINANCIAL REVIEW

In May 2004, the Company reached an agreement with
National Assembly for Wales and Welsh Development
Agency for the settlement of its obligations under
guarantees provided in relation fo cerfain operating leases
to the Company’s former subsidiary in the United Kingdom
at a sum of GBP2.7 million. Pursuant fo the agreement,
the Company settled a sum of GBP1.5 million in July
2004 and will settle the balances by 12 equal monthly

instalments commencing from November 2004.

In July 2004, the Group has repaid a bank loan of US$8
million (approximately HK$62 million) and re-financed
another loan of approximately US$6.4 million
(approximately HK$50 million) into banking facilities of
HK$ 100 million, which comprises of a 5-year bank loan
of HK$60 million repayable by 60 equal monthly
instalments commencing from August 2004 and general
working capital facilities of HK$40 million. All charged
securities for the two settled loans have been released
during the period under review. The new banking facilities
are secured by the Group's properties in Hong Kong and
a floating charge on the Group's rental income and carry
floating interest rates. An additional loan from a director
of HK$49 million was obtained which is unsecured,
interest free and repayable on demand (but subject to

prior approval from the Board if demand is made before
30 April, 2005). The Group has repaid HK$ 1 million to
the director during the period ended 31 October, 2004.
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FINANCIAL REVIEW (Continued)

On 11 October, 2004, an ordinary resolution was passed
at a special general meetfing fo approve the issue of
bonus warrants, on the basis of one warrant for every
five existing ordinary shares. 127,873,968 new warrants
were issued fo subscribe for an equivalent number of
ordinary shares of the Company at a subscription price
of HK$1.82 per share, subject to adjustment, at any time
from 15 October, 2004 up to and including 14 October,
2007 . Registered holders of 50 warrants exercised their
rights during the period under review. At the same meeting,
a special resolution was also passed to approve a capital
reorganisation scheme by the utilisation of share premium
account fo set off accumulated losses of the Company at
an amount of HK$ 1,479 million outstanding at the meeting

date, thereby paving the way for future declaration of

dividends.

As at 31 October, 2004, the Group's total outstanding
debts of HK$240 million (30 April, 2004: HK$227
million) comprised of HK$64 million (30 April, 2004:
HK$120 million) secured bank loans, HK$30 million (30
April, 2004: HK$8 million) bill payables and trust receipt
loans, HK$73 million (30 April, 2004: HK$79 million)
unsecured loans, HK$5 million (30 April, 2004: Nil)
bank overdraft, and HK$68 million (30 April, 2004:
HK$20 million) loan from a director. In terms of maturity,
borrowings of HK$157 million (30 April, 2004: HK$119
million) or 65% (30 April, 2004: 52%) of the total
borrowings will be repaid within one year; borrowings of
HK$46 million (30 April, 2004: HK$79 million) or 19%
(30 April, 2004: 35%) of the total borrowings will be
repaid in the second year and the balance repayable in
the third to fifth year inclusive. In terms of currency
denomination, approximately 54% was denominated in
HK Dollars, 31% was denominated in Renminbi (“RMB”),
13% was denominated in US Dollars and 2% was

denominated in Japanese Yen.
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FINANCIAL REVIEW (Continued)

On 17 December, 2004, the Group announced the
conditional sale of part of QPL Industrial Building (the
"Property”), which was held partly for own use and partly
for generating rental income at a consideration of HK$ 136
million. The Property was mortgaged to a bank as at 31
October, 2004. The Group will use the net sale proceeds
to reduce its secured indebtedness (being approximately
HK$70 million as at the date of the announcement of the
sales of Property) charged over the Property whereas the
rest will be used for general working capital purposes.
Subject to the fulfilment of the conditions, being compliance
in full by the Company with all applicable requirements
under the Llisting Rules and other relevant rules and
regulations, completion of the sale of the Property will
take place on 30 April, 2005. Having regard to the
financial position of the Group and the cash flow
requirements of the Group, the Directors believe that the
terms of the sale and purchase of the Property are fair
and reasonable and in the interests of the shareholders of

the Company taken as a whole.

In January 2005, the Group reached an agreement in
principle with Motorola, Inc. (“Motorola”), subject to
entering into a mutually acceptable seftlement agreement
and on a without admission of liability basis, to settle all
claims that Motorola has against the Group by the payment
of US$425,000 in 10 monthly instalments. Legal
proceedings were originally initiated by ASAT against
Motorola in relation to a contract dispute arising out of
the interpretation of certain defined terms in a patent
cross licence entered into between Motorola and the
Group on 1 October, 1993. In April 2003, Motorola
filed an essentially identical complaint naming the
Company and ASAT as co-defendants and has alleged
that the Group and ASAT owe approximately US$8

million.
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FINANCIAL REVIEW (Continued)

in back due royalties. The settlement was agreed in
principle by the Group so as to avoid incurring substantial
further legal costs in relation to the litigation. Accordingly,
the compensation charge for seftlement of this litigation of
approximately HK$3 million was accrued in the accounts

during the current period under review.

Except for the obligations under guarantees denominated
in Pounds Sterling as described above, most of the Group's
other monetary assets and liabilities and business
tfransactions are carried and conducted in Hong Kong
Dollars, US Dollars and RMB. As the exchange rate
between HK Dollars and US Dollars is linked and RMB
trades against US Dollars within a narrow range, the
Group believes ifs exposure to foreign exchange rates is

not material.

Save as disclosed in note 20 "Pledge of assets” and note
21 "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, 2004.

CAPITAL EXPENDITURE

During the period under review, the Group invested
HK$16 million (2003: HK$42 million) in acquiring
property, plant and equipment. This capital expenditure
was financed partly from borrowings and partly from

internal resources.
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EMPLOYEES AND REMUNERATION POLICY

At the end of the period, the Group, other than ASAT,
employed approximately 2,650 people (of whom
approximately 2,500 were recruited in Mainland Chinal
as compared fo approximately 2,500 employees (of whom
approximately 2,360 were recruited in Mainland Chinal
as at 30 April, 2004. The Group continues to carry on
its localisation program and to maintain its remuneration

policy comprising salary and other benefits, as an infegral

part of TQM.

APPRECIATION

[, 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, 24 January, 2005
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