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DIRECTORS' REPORT* E = & i &

The Board of Directors present their annual report and the
audited consolidated financial statements for the year ended 30th
April, 2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company.

The principal activities of its subsidiaries are the manufacture and
sale of integrated circuit leadframes, heatsinks and stiffeners and

investment holding.

RESULTS

The results of the Group for the year ended 30th April, 2006 are

set out in the consolidated income statement on page 49.

SHARE CAPITAL AND WARRANTS

Movements in the share capital and warrants of the Company
during the year are set out in Note 29 to the consolidated

financial statements.

DISTRIBUTED RESERVES OF THE COMPANY

The Company's reserves available for distribution to shareholders
at 30th April, 2006, amounted to HK$44 million (2005: HK$49

million).

TANGIBLE FIXED ASSETS

During the year, the Group acquired property, plant and

equipment at an aggregate cost of HK$15 million.

Details of this and other movements in property, plant and
equipment of the Group during the year are set out in Note 18 to

the consolidated financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 30th April, 2006, the percentages of the

Group's turnover and purchases attributable to its major

customers and suppliers are as follows:

Turnover attributable to: PR &5
Largest customer RAEF
Five largest customers AREP

Purchases attributable to: PTG EREE R -
Largest supplier BRAMHER
Five largest suppliers AARHIER

ASAT Limited is the largest customer of the Group referred to
above. Details of the transactions between the Group and ASAT
Limited are set out in Note 40 to the consolidated financial
statements. ASAT Limited is a wholly-owned subsidiary of ASAT
Holdings Limited ("ASAT"), an indirect associate of the Company.
In the opinion of the directors, such transactions were carried out
on terms no more favourable than terms available to independent

third parties.

Save as aforementioned, at no time during the year did a director,
an associate of a director or a shareholder of the Company
(which to the knowledge of the directors of the Company owned
more than 5% of the Company's issued share capital) have an

interest in any of the Group's five largest customers or suppliers.
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DIRECTORS

The directors of the Company during the year and up to the date

of this report are:

Mr. Li Tung Lok
Mr. Cheng Hoi Tao Henry

(Executive Chairman)

(resigned on 1st January, 2006)
Mr. Kwan Kit Tong Kevin

Mr. Robert Charles Nicholson*
Mr. Sze Tsai To Robert*

Mr. Wong Chun Bong Alex*

(appointed on 1st January, 2006)

* Independent non-executive director

In accordance with the bye-law 102A of the Company's Bye-laws,
all directors of the Company, except for the Executive Chairman,
Mr. Li Tung Lok, who is not subject to retirement by rotation by
virtue of Bermuda law, will retire from office at the forthcoming
annual general meeting and, being eligible, offer themselves for

re-election.

DIRECTORS' INTERESTS AND SHORT
POSITION IN SHARES AND UNDERLYING
SHARES

At 30th April, 2006, the interests and short position of the
directors of the Company and their associates in the share capital
and underlying shares attached to derivatives of the Company or
any of its associated corporations as recorded in the register
maintained by the Company pursuant to Section 352 of the
Securities and Futures Ordinance (“SFO") were as follows:
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DIRECTORS' INTERESTS AND SHORT EEEEROKEBROD 2ER R

POSITION IN SHARES AND UNDERLYING R ()
SHARES (continued)
(a) The Company (a) A7

Number of issued ordinary shares/
underlying shares attached to derivatives of the Company
AARECRTEER ITEIARMABRGHA

>
z
z
c
>
-
=
m
bl
o
x
5
N
°
S
w
~N
N
°
=)
)

Percentage
of the
issued share
Personal Family Corporate capital of
Name of director EEnE interests interests interests Total the Company
EARRTF
BRTRA e
fAA#R ZEER NREER @t BAt =
z
%
Mr. Li Tung Lok FRLEE =
~ Ordinary shares in issue —BEITLEAR 273,794,282 3,000,000 18,590,944 295385226 S
\ N >
(Notefff&# @) (Notefffst b) -
o]
- Listed warrants -tTRREE 37113122 511,235 3,168,118 40,792,475 z
(Notefffit a)  (Notelifi# b) g
=
Long position e 310,907,404 3,511,235 21,759,062 336,177,701 43.82% @
Short position wKE - - - - -
Notes: Bzt -
(a) The family interests of 3,000,000 shares and 511,235 (a) K& #E 25 2 3,000,000/ & 5 & 511,235
underlying shares attached to warrants represent the 7 SR ARAE 75 PRI AR B ikt Th A 42 5t &
interest of the wife of Mr. Li Tung Lok. ZEFIER -
(b) Mr. Li Tung Lok is the controlling shareholder of Solar (b) 2 [A) %% % 4 Ty Solar Forward Company
Forward Company Limited, which owns 18,590,944 Limited Z AR - MZ AR FAEAR
shares and 3,168,118 underlying shares attached to 7)18,590,944 /% % 15 12 3,168,11817 33 %
warrants of the Company. REFEFMT ARG -
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DIRECTORS' INTERESTS AND SHORT
POSITION IN SHARES AND UNDERLYING
SHARES (continued)

(b) Associated corporation

®E (&)
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(b) FHEEE

Number of issued ordinary shares/

underlying shares attached to derivatives of ASAT
AU ZBERTEBR TETARNABRGHE

Percentage
of the
issued share
Personal Family Corporate capital of
Name of director EENA interests interests interests Total ASAT
244Kk
BRTRAR
AR REER NEER gt BA
Mr. Li Tung Lok FRLEE
~ Ordinary shares in issue -BRITLAER 1,448,000 - - 1,448,000
~ Unlisted share options —JE iR 2,500,000 - - 2,500,000
Long position =y 3,948,000 - - 3,948,000 0.59%

=3
o)
|

Short position

Save as disclosed herein and for shares in subsidiaries
held by the directors in trust for their immediate holding
companies, at 30th April, 2006, none of the directors or
chief executives of the Company, nor their associates, had
any interest or short position in any securities or derivative
of the Company or any of its associated corporations as
defined in the SFO.
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SHARE OPTIONS
(a)

The Company
Particulars of the Company’s share option scheme are set

out in Note 29 to the consolidated financial statements.

The following table discloses movements in the
Company's share options during the year:

Option
type
B8 IR R
k=¥l
Category 1: Directors F—:EF

Mr. Li Tung Lok EJEES e A
Mr. Cheng Hoi Tao Henry  #0)87E 4 A

Total st
Category 2: Employees E_8H:EER A
B

Total #HEt

BT 580 A st

Total all categories

Details of specific categories of options are as follows:

Option type Date of grant
BB R EE RHBH
A 28th April, 2000
—TTEF

MA—+NR

B 31st May, 2000
—ZETEF

AA=+—H

B
() F2R7F

ARABREFSZHBRARGEMBR

ELIEPER

TERRBAAABRERFRNZ B

Outstanding Lapsed Outstanding
at during at

1st May, 2005 the year 30th April, 2006
R-ZZEZRHF R-BEXREF
AA—H AEE MA=+H

o R AT E KR 5 RAT
12,725,000 (12,725,000) -
185,000 (185,000) -
12,910,000 (12,910,000) -
6,281,000 (6,281,000) -
100,000 (100,000) -
6,381,000 (6,381,000) -
19,291,000 (19,291,000) -

BRI BRI EREFHBOT

Exercise period

1T

28th April, 2000 to 25th May, 2005

—EEEEMASTNAE
—EERFRA-_1+HH

31st May, 2000 to 25th June, 2005

—TETFRA=F+—HE
—EZTRFNA=-+HA

Directors’ Report (cont'd) « = & & 3 & (&)

Exercise price
TREE
HK$
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SHARE OPTIONS (Continued)

(b)

Associated corporation

Pursuant to a Stock Option Exchange Program offered by
ASAT in prior years, 2,500,000 new stock options were
granted to Mr. Li Tung Lok on 29th August, 2003, as

AR (2
(b) 1B EE

BELRXEFAREEZEREI R
2 FRLEEN_ZSZT=FN\A=-1+h
H & 4%2,500,0001 AR AE - BT ¢

follows:
Vesting period Number
from Vesting of ordinary
Commencement Subscription price  share options
Date of Date (i.e. per ADS  outstanding at
Date of grant acceptance Date of expiry 24th August, 2001) (Note) ~ 30th April, 2006
RZBERE
BETHEAS gR mA=1A
(=%%-% BEEH L HRITHEZ
NB=+mA) REE EER
Rt B EHAH EWBH  RHENETH i3 BREZE
Us§
ET
29th August, 2003 27th October, 2003 28th August, 2013 1 year 1.44 2,500,000
—ZT=F —ZT=F —2-=% —£
NBZThA TA=++H NBZTNB
Note: One American Depository Share (“ADS") represents 5 Wizt - BRERTERES ([AXEHRDHEER

ordinary shares of ASAT.

No options were exercised during the year.

SHRZEAK K BA

FAMEBREETE -

Directors’ Report (cont'd) « & F & i & (&)



ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Except for the warrants and share options granted to certain

directors of the Company and the underwriting arrangement with
the rights issue as described in the sections headed “Directors’
Interests and Short Position in Shares and Underlying Shares”,
“Share Options” and “Directors’ Interests in Contracts of
Significance”, at no time during the year was the Company or any
of its subsidiaries a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate, and none of the directors or chief
executives, nor their spouses or children under the age of 18, had
any right to subscribe for the securities of the Company, or had

exercised any such right during the year.

DIRECTORS' INTERESTS IN CONTRACTS OF
SIGNIFICANCE

(a) In August 2004, QPL Limited, a wholly-owned subsidiary
of the Company, entered into a pull system program with
ASAT Limited, a wholly-owned subsidiary of ASAT, for
reducing delivery cycle time by maintaining minimum
inventory level agreed by both parties. For finished goods
produced by QPL Limited pursuant to forecast provided by
ASAT Limited but remained undelivered for over 3 months,
ASAT Limited is liable for paying 50% of sale prices of
these undelivered finished goods to QPL Limited.

BERORNEF 2L
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REIMEERERAN 2 Em] —fMEL AN AR
ETEFERZAREERBIRE - ASER AR
ZBEZHI - ARBHEEMME R R R EFEARE
MERYES BEATH  EARAEFAEBEA
RRB AL EAEABE 2 I sEFmEn
MEEE TETHRAE  REZEBHIBHENUAT
ZFERAENTEEERITREFMATRBEARRA
EI M e

EENEESH MG

@ —EZWFNA - AREZ2EMEBRR S
BARRBHELER 2 2 EHE R FLEKX
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FETTHE < 7 8 TR R E A 8 38 1
B o LR R B R AR 2 BRI M &
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DIRECTORS' INTERESTS IN CONTRACTS OF

SIGNIFICANCE (continued)
(a) (Continued)

(®)

©

In June 2005, QPL Limited and Talent Focus Industries
Limited, the wholly-owned subsidiaries of the Company,
entered into a Supply Agreement with ASAT Limited as the
refinement of the pull system program and change, but
not limited to, the billing percentage for those undelivered
goods for over 3 months to 66%. As agreed with ASAT
Limited, the revenue arising from these undelivered goods
is recognised when the condition meets. During the year,
the turnover with ASAT Limited recognised under the
Supply Agreement was HK$2 million (2005: Nil). At 30th
April, 2006, amount receivable from ASAT Limited under
this agreement amounted to HK$2 million was included in
trade receivables from an associate (30th April, 2005:
HK$0.4 million included in deposits and accrued

expenses).

The Group entered into an agreement with ASAT group
under which ASAT group provides the Group with
management information services and in return, the Group
pays a portion of ASAT group’s costs associated with its
management information system operation subject to an
adjustment according to usage as agreed between ASAT

group and the Group.

On 1st November, 2005, the Company announced a
proposed rights issue on the basis of one rights share for
every five existing share held (the “Rights Issue") raising
approximately HK$79 million. On 26th October, 2005, Mr.
Li Tung Lok ("Mr. Li"), a director of the Company and his
concert parties, together being the controlling shareholder
of the Company, signed an irrevocable undertakings (the
“Irrevocable Undertakings”) pursuant to which they have
irrevocably undertaken to take up all their entitlements

under the Rights Issue.

&5 (&)

=

EEREESHNZNE @)

(a) (#&)

(®)

©

RZZZRFERA REBRAFAERAR
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DIRECTORS' INTERESTS IN CONTRACTS OF BEEREESNZHE @
SIGNIFICANCE (Continued)

(¢) (Continued) (o) (&)

On the same day, the Company entered into (i) an
underwriting agreement (the “Underwriting Agreement”)
with Mr. Li and Kingston Securities Limited, collectively
being the underwriters (the “Underwriters”) pursuant to
which the Underwriters have conditionally agreed to
underwrite the balance of the Rights Shares not
subscribed by the Qualified Shareholders on a fully
underwritten basis and (ii) a Loan Capitalisation Deed with
Mr. Li pursuant to which the Company and Mr. Li have
agreed that the aggregate subscription price required to be
paid by Mr. Li and his concert parties under the Irrevocable
Undertakings and by Mr. Li under the Underwriting
Agreement is deemed to be paid by way of the full or
partial capitalisation of the director’'s loan, on the terms
but subject to the conditions set out in the Loan
Capitalisation Deed.

Given that the Loan Capitalisation constitutes a connected
party transaction and Mr. Li and his concert parties will
trigger a mandatory general offer under Ruler 26 of the
Hong Kong Code on Takeovers and Merger as a result of
the Rights Issue transactions contemplated under the
Underwriting Agreement and the Irrevocable Undertakings,
of which a waiver (the "Whitewash Waiver’) shall be
sought from the Securities and Future Commission, the
Rights Issue, Loan Capitalisation and the Whitewash Waiver
are required to be approved by the independent
shareholders by way of poll at the special general meeting
(the "SGM™). The SGM were held on 8th December, 2005
and all these resolutions were duly passed.

On 30th December, 2005, the Rights Issue became
unconditional and was completed by the issue of
127,874,034 new ordinary shares raising approximately
HK$79 million, before expenses, of which approximately
HK$60 million was set off by the Loan Capitalisation and
the remaining balance was used as the general working
capital of the Group.

RER  ARARI(NEFERERSHEES
ERAT (MW REE]) T LEHBE
([B#HBHE]) - Bt - BHEBESHEEHER
EUZBEHAERHERKRESERR
KRBz AR ¢ (DRFEETLER
BERERE Bt ARFEFELR
BOFRAERE-BROTHALRETAR
ElARE  ARFEERBEBHEGE BN
BRABE BREBERENMCREMREZ
fifR R (HE 78 52 P BT 8 2 1R ) 338 3B 2 Bk 3B
DERCEEERIELRE -

ERBEREACEK —BEERS M
EERE-—RITHATHERHEHBHERT
AREIAEIE NHET MR 5 MR
BEARNRIMWEBRAHTRIE26KEBETRE
wHltEEmEEEZE2ER  BERFE
FRHEEBHERZESHFERE (B
el mER - BERERNMRBELERE
HEEBIRERNBREEINAE ([RERE
RlIRE]) EUABREFAIE - RERRIKR
CER_ZETRF+_ANBEIT > WM
BRERABERHEOREXNBRA -

R-ZEZHRF+_A=1+8  #HEBREKA
R WHEEE1T 127,874,034 F X FE AR
£ & #4979,000,000% 7T (REtFX) + &
4760,000,0005% Jt 2 # 15 B 3 & A b K
e MBRBIEAEEZ —REELER -
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DIRECTORS’ REPORT (CONT'D) « # =

DIRECTORS' INTERESTS IN CONTRACTS OF
SIGNIFICANCE (Continued)

Details of the Group's transactions with ASAT group are set out in
Note 40 to the consolidated financial statements. In the opinion
of the directors of the Company, these transactions were carried
out in the ordinary course of business of the Group and on

normal commercial terms.

Save as aforementioned, no contract of significance to which the
Company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during

the year.

MANAGEMENT CONTRACTS

No contract of significance concerning the management and
administration of the whole or any substantial part of the business
of the Company or any of its subsidiaries was entered into during

the year or subsisted at the end of the year.

No director was a party to a service contract with the Company or
any of its subsidiaries, which is not determinable by the
employing company within one year without the payment of

compensation (other than statutory compensation).
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DISCLOSURE PURSUANT TO CHAPTER 13 OF
THE LISTING RULES

At 30th April, 2006, the Group has obtained secured borrowings

of RMB39 million (approximately HK$38 million) requiring an
undertaking from Mr. Li Tung Lok, a director and a substantial
shareholder of the Company, to maintain no less than 20% of the
issued shares of the Company throughout the loan period. Details

are as follows:

Type Outstanding amount
B REEEHE

Secured long term loan (i) RMB17.5 million
BEMRBPER 0)
(i) RMB12.5 million

(i) AR#12,500,0007T

(iiiy RMB9 million
(i) AR™9,000,0007T

DELAY IN PUBLICATION OF ANNUAL RESULTS
AND DISPATCH OF ANNUAL REPORT

In light of the fact that the Company’s major associate, ASAT, took
longer than in past years to finalise its audited financial
information for the financial year ended 30th April, 2006 and
dispatch the same to the Company, there was a delay in the
publication of the Company’s annual results announcement for
the year ended 30th April, 2006 (the “2006 Annual Results")
and dispatch of the Company’s annual report for the year ended
30th April, 2006 (the “2006 Annual Report”) from 31st August,
2006 (being the maximum four months period permitted under
the Listing Rules) to 23rd October, 2006. During the delay period

trading in the securities of the Company was suspended.

Following the dispatch of the audited financial information of
ASAT for the financial year ended 30th April, 2006 to the
Company, the Board approved the 2006 Annual Results and the
2006 Annual Report at the board meeting held on 23rd October,
2006.

AE#17,500,0007T

BRELHHRUFI1ZEFEKE

RZEEAFHA=1+AH AEEESARE
39,000,0007T (#138,000,000/% L) 2 A IFIEE -
BHARRERSRTIERRFTRALLAENBEEER
HHELEARE BFERXRFADBITROTIR
20% > BEAFFBEWT

Revised tenure

CHES

4 years ending in August 2007
ME - R-ZTLF A2
3 years ending in March 2007
=F RIZFETLF=AFH
2 years ending in January 2007
—EF R -_ZTTLF- AR

BTERFEXERTEFR

EREARRZI2MBMALEAXBREFEEES
HEREHAEZE T FHA=THILZEER
MBERABZEENZTFARE  ARARBEC
ERRFOA=TRALFEZFEEA([ZTERX
FEERGE) AMMZTERBE_TTRFOA=
TELEFEZARRFR(ZZTREFEH]) 2
FEEHCH_ZETERFNA=ZFT B EILHH
AtEz & ZHEAARR) EEE —_TTRF+A
ZFT =B ARFAZEFREEREAELFEE o

BERNBE_ZTENFNA=ZTHILEFEZRERZ
MBEEHGTTARRE  —ETERFFEEERC
EERNFFRENRZEERNF+AZ-FT=ZHENTZ
EERR LEGEZSRR
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DIRECTORS’ REPORT (CONT'D) « ¥ = & 3§ 4

SUBSTANTIAL SHAREHOLDERS

At 30th April, 2006, the Company has not been notified of any
other interest representing 5% or more of the issued share capital
of the Company and recorded in the register of substantial

shareholders maintained under Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed shares

and warrants.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's Bye-laws or under the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the
Company and within the knowledge of the Board, the percentage
of the Company’s shares which are in the hands of the public
exceeds 25% of the Company’s total number of issued shares as
at 23rd October, 2006, the latest practicable date to ascertain

such information prior to the issue of this annual report.

AUDITORS

A resolution will be submitted to the Annual General Meeting of
the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as

auditors of the Company.

On behalf of the Board

Li Tung Lok

Chairman

Hong Kong, 23rd October, 2006
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