NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS « %4 B & 3R 3% M &%

For the year ended 30th April, 2006 « BiZ — £ &

GENERAL

The Company is 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 addresses of the registered office and
principal place of business of the Company are disclosed
in the section of “Corporate Information” set out in the

annual report.

The consolidated financial statements are presented in
Hong Kong dollar, which is the same as the functional

currency of the Company.

The Company is an investment holding company. The
principal activities of the Group are the manufacture and
sale of integrated circuit leadframes, heatsinks and

stiffeners and investment holding.

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS

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

and presented:
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS
(Continued)

Share-based Payment

In the current year, the Group has applied HKFRS 2 Share-
based Payment which requires an expense to be
recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares
("equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares or
rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation to
the expensing of fair value of the share options granted to
directors and employees of the Group, determined at the
date of grant of the share options over the vesting period.
Prior to the application of HKFRS 2, the Group did not
recognise the financial effect of these share options until
they were exercised. The Group has applied HKFRS 2 to
share options granted on or after 1st May, 2005. In
relation to share options granted before 1st May, 2005,
the Group elected not to apply HKFRS 2 with respect to
share options granted on or before 7th November, 2002.
The Group did not have any shares options that were
granted after 7th November, 2002 and had not yet vested
on 1st May, 2005.

The application of HKFRS 2 had affected the share of loss
of an associate. Share options expense is recognised
retrospectively by the associate, resulting an increase in
the Group's share of loss of an associate amounting to
HK$2 million up to 1st May, 2004. The adjustment has a
consequential effect on the Group's results for the year
ended 30th April, 2005 by decreasing the share of loss of

an associate of HK$2 million.
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS
(Continued)

Business Combinations

In the current year, the Group has applied HKFRS 3
Business Combinations which is effective for business
combinations for which the agreement date is on or after
st January, 2005. The principal effects of the application
of the transitional provisions of HKFRS 3 to the Group's

goodwill and negative goodwill are summarised below:

Goodwill

In previous years, goodwill arising on acquisitions prior to
st May, 2001 was held in reserve, and goodwill arising on
acquisition after 1st May, 2001 was capitalised and
amortised over its estimated over its estimated useful life.
The Group has applied the relevant transitional provisions
in HKFRS 3. Goodwill previously recognised in reserve of
HK$45 million has been transferred to the Group's
retained profits on 1st May, 2005. Goodwill arising on
acquisitions after 1st January, 2005 is measured at cost
less accumulated impairment losses (if any) after initial
recognition. According to the relevant transitional
provisions, comparative figures for 2005 have not been

restated (see Note 3 for the financial impact).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 Bt 8 3R R KisT

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS
(Continued)

Business Combinations (Continued)

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

In accordance with HKFRS 3, any excess of the Group's
interest in the net fair value of acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of
acquisition (“discount on acquisition”) is recognised
immediately in profit or loss in the period in which
acquisition takes place. In previous periods, negative
goodwill arising on acquisition of an associate was
deducted from the carrying value of interest in an
associate and released to income based on an analysis of
the circumstances from which the balance resulted. In
accordance with the relevant transitional provisions in
HKFRS 3, the Group derecognised all negative goodwill
which was previously presented as a deduction from the
carrying value of an associate. A corresponding adjustment
to the Group's retained profits of HK$2 million has been
made. Comparative figures for 2005 have not been
restated.

Financial instruments

In the current year, the Group has applied HKAS 32
Financial Instruments: Disclosure and Presentation and
HKAS 39 Financial Instruments: Recognition and
Measurement. HKAS 32 requires retrospective application.
HKAS 39, which is effective for accounting periods
beginning on or after 1st January, 2005, generally does
not permit the recognition, derecognition or measurement
of financial assets and liabilities on a retrospective basis.
The application of HKAS 32 has had no material impact on
how financial instruments of the Group are presented for
current and prior accounting periods. The principal effects
resulting from the implementation of HKAS 39 are
summarised below:

For the year ended 30th April, 2006 « B8Z —EEFHNA=1+HILFE
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For the year ended 30th April, 2006 « BiZ — £ &

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS
(Continued)

Financial instruments (Continued)

Classification and measurement of financial assets
and financial liabilities

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

Equity securities previously accounted for under the
alternative treatment of Statement of Standard
Accounting Practice (“SSAP”) 24

By 30th April, 2005, the Group classified and measured its
investments in equity securities in accordance with the
alternative treatment of SSAP 24. Under SSAP 24, the
Group's investments in equity securities are classified as
“non-trading securities”, which are measured at fair value
with unrealised gains or losses reported in equity until the
securities are sold or determined to be impaired, at which
time the cumulative gain or loss previously recognised in
equity is included in the profit or loss for that period. From
Ist May, 2005 onwards, the Group has classified and
measured its investments in equity securities in
accordance with HKAS 39 as “available-for-sale financial
assets”. "Available-for-sale financial assets” are carried at
fair value, with changes in fair values recognised in equity.
This change in accounting policy has had no material
impact to the Group's results for the current and prior

accounting periods.
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2. APPLICATION OF HONG KONG 2. BRMEBHBREED @)
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FINANCIAL REPORTING STANDARDS
(Continued)

Financial instruments (Continued)

Financial assets and financial liabilities other than
investments in equity securities

From 1st May, 2005 onwards, the Group has classified
and measured its financial assets and financial liabilities
other than investments in equity securities (which were
previously outside the scope of SSAP 24) in accordance
with the requirements of HKAS 39. This change in
accounting policy has no material impact to the Group's

results for the current and prior accounting periods.

Derivatives

From 1st May, 2005 onwards, all derivatives that are
within the scope of HKAS 39 are required to be carried at
fair value at each balance sheet date regardless of
whether they are deemed as held for trading or
designated as effective hedging instruments. For
derivatives that are deemed as held for trading, changes in
fair values are recognised in profit or loss for the period in

which they arise.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are
separated from the relevant host contracts and deemed as
held-for-trading when the economic characteristics and
risks of the embedded derivatives are not closely related
to those of the host contracts, and the combined contracts
are not measured at fair value through profit or loss. In all
other circumstances, derivatives embedded are not
separated and are accounted for together with the host
contracts in accordance with appropriate standards. Where
the Group needs to separate an embedded derivative but
is unable to measure the embedded derivatives, the entire

combined contracts are treated as held-for-trading.
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For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

2. APPLICATION OF HONG KONG 2. BEMEEBUBREELD @)

FINANCIAL REPORTING STANDARDS
(Continued)

Financial instruments (Continued)

Derecognition

HKAS 39 provides more rigorous criteria for the
derecognition of financial assets than the criteria applied
in previous periods. Under HKAS 39, a financial asset is
derecognised, when and only when, either the contractual
rights to the asset’s cash flows expire, or the asset is
transferred and the transfer qualifies for derecognition in
accordance with HKAS 39. The decision as to whether a
transfer qualifies for derecognition is made by applying a
combination of risks and rewards and control tests. This
change in accounting policy has had no material effect on
results for the current year.

Potential impact arising on the new accounting

standards not yet effective

The Group has not early applied the following new

standards, amendments and interpretations that have

been issued but are not yet effective. The directors of the

Company anticipate that the application of these new

standards, amendments and interpretations will have no

material impact on the results and financial position of the

Group.

HKAS 1 (Amendment) Capital disclosures!

HKAS 19 (Amendment)  Actuarial gains and losses,
group plans and disclosures?

HKAS 21 (Amendment)  Net investment in a foreign
operation?

HKAS 39 (Amendment)  Cash flow hedge accounting of
forecast intragroup
transactions?

HKAS 39 (Amendment)  The fair value option?

HKAS 39 & HKFRS 4
(Amendments)

Financial guarantee contracts?
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For the year ended 30th April, 2006 « B8Z —E &

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS

(Continued)

Potential impact arising on the new accounting
standards not yet effective (Continued)

HKFRS 6
HKFRS 7

HK(IFRIC) — INT 4

HK(IFRIC) — INT 5

HK(IFRIC) — INT 6

HK(IFRIC) — INT 7

HK(IFRIC) — INT 8

HK(IFRIC) — INT 9

HK(IFRIC) — INT 10

Exploration for and evaluation
of mineral resources?

Financial instruments:
Disclosures!

Determining whether an
arrangement contains a
lease?

Rights to interests arising from
decommissioning, restoration
and environmental
rehabilitation funds?

Liabilities arising from
participating in a specific
market — waste electrical and
electronic equipment?

Applying the restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary Economies*

Scope of HKFRS 2°

Reassessment of embedded
derivatives®

Interim financial reporting and
impairment’

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

2007

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

2006

3 Effective for annual periods beginning on or after 1st

December, 2005

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

2006

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

2006

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

2006

7 Effective for annual periods beginning on or after 1st

November, 2006
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For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

3.  SUMMARY OF THE EFFECTS OF THE 3. BITHEXSHoFERE
CHANGES IN ACCOUNTING POLICIES
The effects of the changes in the accounting policies 2RI A BUR # B B AR FE KB
described in Note 2 above on the results for the current FTEEEBEZFENT -

and prior years are as follows:

2006 2005
“EERE —ETRF
HK8'M HK3'M
BEEET BEET >
=2
Increase in effective interest income AR B IR 2 B =
from convertible preferred shares F B4 A SE hn 1 - §
Decrease in negative goodwill BREERERA E‘
released to income Ve (1 - S
Recognition of share-based BRABMERAMXZ §
payments as expenses by LARR 17 R B hE 2 °
an associate E - 2
Gains arising from changes in PTEemI AAFE &
fair value of derivative SEEA ;
financial instruments Z W 28 - g
=
Decrease in loss for the year REE EER D %
28 2 é“
2
Analysis of decrease in loss for the year by line items BREBUHESB2INZAFEBRRALZS ?
presented to their nature: T %
lw)
2006 2005
—ETRE —ZETREF
HK§'M HKE'M
BEET BEET
Increase in other income H U ASE AN 1 -
Increase in gains arising from changes TEEMIARFE
in fair value of derivative SEEE
financial instruments 2 Wz 1 AN 28 -
Decrease in amortisation of negative BiHERE R R 2
goodwill on acquisition of an associate aEER D ©) -
Decrease in share of loss of an associate 7 (b5t & A & E B - 2

Decrease in loss for the year REFEBEBERD 28 2
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For the year ended 30th April, 2006 « B8Z —EEFHNA=1+HILFE

3. SUMMARY OF THE EFFECTS OF THE 3.
CHANGES IN ACCOUNTING POLICIES

(Continued)
The cumulative effect of the application of the new
HKFRSs on the consolidated balance sheet at 30th April,

S BREHEE

BE @

RIEERAFNA=Z+AR_ZEZTRFAEA
—H RO EBVBEREERNEHGREEE

2005 and 1st May, 2005 are summarised below: BERZRFFERMBMOT -
At 30th April, At 1st May,
2005 Impact of Impact of 2005
(originally stated) HKFRS 3 HKAS 39 (restated)
R-ZBZFERE EBME EBET R=-ZTHF
MA=+H WEAER ERIE3I95E HA—H
(REZ%) FEI3IRzHE a2 (BE)
HK$'M HK$'M HK3'M HK$'M
BEE T BEET BEE T B &% T
Interest in an associate BN AR @) 2 - -
Investments in securities BHEEE 4 - (4) -
Available-for-sale investments A {4 ERE - - 4 4
Total effects on assets HEEZXBER 2 2 - 4
Capital reserve RN 9 - © -
Goodwill on consolidation FAaRERZEE (45) 45 - -
Retained profits 1R A 86 (43) 9 52
Total effects on equity HiEm s BB 50 2 - 52

The financial effects of the application of the new HKFRSs

to the Group’s equity at 1st May, 2004 are summarised

below:

Accumulated losses

Total effects on equity

R-ZEZMFRAA—H  RAFTEBRBESHLER
UAREEER BT ERLWT

As originally
stated Adjustments As restated
REZ5I AR KES
HK$'M HK$'M HK3'M
H&8T B&8T B&EBT
(1,190) () (1,192)
(1,190) ) (1,192)
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For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments, which are measured at fair values, as

explained in the accounting policies set out below.

The consolidated financial statements have been prepared
in accordance with 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 and by the

Hong Kong Companies Ordinance.

Basis of consolidation

4.

FTEFHEE
BAMBREDRELRALMY  EET
BT AT & HREALIEA FENE
AR SN -

RAMBRRVIBRBEET B GO AGMBEM
ZEBUBRELANRE - 1IN AT
BREEBZAES LHRI BB RFR
PIMEZERWEER -

FElRE ZEE

|

The consolidated financial statements incorporate the BAVBREBIERARARENBARHE
financial statements of the Company and its subsidiaries BFNA=Z+RHLZHBE®RE -

made up to 30th April each year.

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 into line with those used by other members of the

Group.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.

FAMBBRHENBARZESE - THAW
BAEMAMERBEHELRAHLE(RT
BRME) T ARARER -

WEFRE  AEESHMB AR ZMB®REK
FHAE  FEEHBREAKERLMKE
RAIFRAERES B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 Bt 8 3R R KisT

For the year ended 30th April, 2006 « B8Z —E &

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Interest in an associate

The results and assets and liabilities of an associate are
incorporated in the consolidated financial statements using
the equity method of accounting. Under the equity
method, interest in an associate is carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group's share of the profit or
loss and of changes in equity of the associate, less any
identified impairment loss. When the Group’s share of
losses of an associate equals or exceeds its interest in that
associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of
further losses. An additional share of losses is provided for
and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or

made payments on behalf of that associate.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of

the Group's interest in the relevant associate.

Property, plant and equipment
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 over their estimated useful

lives, using the straight-line method.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses

At each balance sheet date, the Group reviews the carrying
amounts of its 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.

Inventories
Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in, first-

out method.

Financial instruments

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. Transactions cost 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.

For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Financial instruments (Continued)

Financial assets

The Group's financial assets are classified as financial
assets at fair value through profit or loss, loans and
receivables and available-for-sale financial assets. 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 accounting policies adopted in respect of

each category of financial assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss has two
subcategories, including financial assets held for trading
and those designated at fair value through profit or loss on
initial recognition. At each balance sheet date subsequent
to initial recognition, financial assets at fair value through
profit or loss are measured at fair value, with changes in
fair value recognised directly in profit or loss in the period

in which they arise.

FESHEE ®

E@IT A (E)
AEBzeBEENBREATEN ABR
ZEMEE  BRRERFRN L AIHIEE
CRMEE MACHBEAHEZSREE
DR AEEERL I BHER - EHBE
HEEDBERBESHEE - XERKRNH
5 ERBRASEPRE 2HRERANEE
E-pREEcREEMRAZEABERIH
RTX e

BRFEFAEBRZEBEE
BAVEFABEZEREEN SME £
ERFEEEZEREERRIFSERBEIETE
RBBERERATFEIIESE - RYITHERIR
ZEBEER BATEFAABZZEREE
BATEE  HATEEHEENELZ
HIMAEREPER -




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 Bt #8 3R R KisE

For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Loans and receivables
Loans and receivables are non-derivative financial assets

with fixed or determinable payments that are not quoted

S
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in an active market. At each balance sheet date MPHEREZSHEERD  ERLEWKZE
subsequent to initial recognition, loans and receivables (BIEESH R EMBIGRIE - EUE E Q5

(including trade and other receivables, trade receivable
due from an associate and bank balances) 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 other categories.

At each balance sheet date subsequent to initial
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recognition, available-for-sale financial assets are FEZEPNREAPER  BEETREER
measured at fair value. Changes in fair value are HESEERAREMRL E'JEEWPMEEME’_/\

recognised in equity, until the financial asset is disposed of
or is determined to be impaired, at which time, the
cumulative gain or loss previously recognised in equity is
removed from equity and recognised in profit or loss. Any
impairment losses on available-for-sale financial assets are
recognised in profit or loss. Impairment losses on
available-for-sale equity investments will not reverse in

profit or loss in subsequent periods.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

4.

FESHEE ®
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Financial liabilities and equity THEEREZ

Financial liabilities and equity instruments issued by a SEERBETZeRBEMRATANRIE
group entity are classified according to the substance of ERZHZHERSREERREATIAZE
the contractual arrangements entered into and the E0E -

definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted in
respect of financial liabilities and equity instruments are

set out below.

Financial liabilities

Financial liabilities including trade and other payables, trust
receipt loans and bill payables and borrowings are
subsequently measured at amortised cost, using the

effective interest method after initial recognition.

Equity instruments
Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue cost.

Derecognition

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 receivable and the
cumulative gain or loss that had been recognised directly

in equity is recognised in profit or loss.
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For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Derecognition (Continued)

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

payable is recognised in profit or loss.

Derivatives that do not qualify for hedge accounting

Derivatives that do not qualify for hedge accounting are
deemed as financial assets held for trading or financial
liabilities held for trading. Changes in fair values of such

derivatives are recognised directly in profit or loss.

Embedded derivatives

Derivatives embedded in non-derivate host contracts are
separated from the relevant host contracts and deemed as
held-for-trading when the economic characteristics and
risks of the embedded derivatives are not closely related
to those of the host contracts, and the combined contracts
are not measured at fair value through profit or loss. In all
other circumstances, derivatives embedded are not
separated and are accounted for together with the host
contracts in accordance with appropriate standards. Where
the Group needs to separate an embedded derivative but
is unable to measure the embedded derivative, the entire

combined contracts are treated as held-for-trading.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

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.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis
over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and
recognised as an expense on a straight-line basis over the

lease term.

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of
relevant lease. 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.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods 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 with reference to the sales contracts/

shipping terms.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

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 estimate future cash receipts
throughout the expected life of the financial asset to that

asset's net carrying value.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been
established.

Foreign currencies

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 (i.e. the currency of the
primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates
of transaction. 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 rate 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.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are included in profit or loss for the period.
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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of
the Company (i.e. Hong Kong dollar) 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, unless exchange rates

fluctuate significantly during the period, in which case, the

4.
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exchange rates at the dates of the transactions are used. Bk o
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.

Retirement benefit costs AR 1K 38 F H AR

Payments to defined contribution retirement benefit plans,
state-managed retirement benefit schemes and the
Mandatory Provident Fund Scheme are charged as an

expense as they fall due.

Taxation
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 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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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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.

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

future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be

available to allow all or part of the assets 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 asset
is realised. Deferred tax is charged or credited to profit or
loss, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also

dealt with in equity.

Borrowings costs
All borrowing costs are recognised as and included in
finance costs in the consolidated income statement in the

period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 Bt 8 3R R KisT

For the year ended 30th April, 2006 « B8Z —EEFHNA=1+HILFE

5.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In preparing these consolidated financial statements,
management is required to exercise significant judgements
in the selection and application of accounting principles,
including making estimates and assumptions concerning
the future. The estimates and assumptions that have a
significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities are discussed

below.

Estimated allowance for doubtful debts

The assessment of the allowance on trade and other
receivables and loan receivable of the Group is based on
the evaluation of collectability and aging analysis of
accounts and on management's judgement. A
considerable amount of judgement is required in
assessing the ultimate realisation of these receivables
including the current creditworthiness and the past
collection history of each counterparty. The Group also
makes judgements as to whether there is any objective
evidence that these receivables are impaired (i.e. whether
there is a decrease in estimated future cash flow).
Objective evidence for impairment includes observable
financial data from the customers and borrower and
current market conditions. If the financial conditions of
customers and borrower of the Group deteriorate,
resulting in an impairment of their ability to make

payments, additional allowances may be required.

Impairment of available-for-sale investments

The Group follows the guidance of HKAS 39 in
determining whether an available-for-sale investment is
impaired. This determination requires significant
judgements. In making these judgements, the Group
evaluates, among other factors, the duration and extent to
which the fair value of an investment is less than its cost,
and the financial health of and near-term business outlook
for the investee, including factors such as industry and
sector performance, change in technology and operation

and financing cash flow.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Fair value of financial instruments

Fair value estimates are generally subjective in nature, and
are made as of a specific point in time based on the
characteristic of the financial instruments and relevant
market information. Where available, quoted market prices
are used. If a quoted price is not available on a recognised
stock exchange or from a broker or dealer for non-
exchange traded financial instruments or from a readily
available latest trading price, the fair value is estimated
using present value or other valuation techniques.

These techniques involve uncertainties and are
significantly affected by the assumptions used and
judgements made regarding risk characteristic of various
financial instruments, discount rate and other factors.
Change in assumptions could significantly affect these
estimates and the resulting fair value. Derived fair value
estimates cannot necessarily be substantiated by
comparison to independent markets and, in many cases,
could be realised in an estimate sale of financial
instruments.

In particular, for valuation of the convertible preferred
shares carried out by the independent international assets
valuers, as described in Note 21, they are appraised on
the fair value basis with the core inputs on expected life of
the financial instrument, estimated discount rate, expected
volatility on both share price and trading volume of ASAT
Holdings Limited (“ASAT"), and interest rate prevailing in
the market. The expected life of the convertible preferred
shares is assumed to be 5.5 years. The expected yield rate
applies to the convertible preferred shares, which is
assumed to be 369%, has made reference to the yield of
bond with similar grading and the borrowing rate that ASAT
may experience. The volatility of the share price of ASAT is
calculated based on its share price movement over last
two years and possible cyclical pattern that demonstrate in
the corresponding industry. In respect of small trading
volume, a marketability discount of 449% is applied. The
prevailing market interest rate has made reference to the
yield of US government bond with similar duration.
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of H At fh E R M4 (B o
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ASAT Holdings Limited ([24&k32]) BB &
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FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

The Group's major financial instruments include available-
for-sale investments, investment in convertible preferred
shares, trade and other receivables, trade receivable due
from an associate, derivative financial instruments, bank
balances and cash, trade and other payables, trust receipt
loans and bill payables and borrowings. Details of these
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a

timely and effective manner.

Market risk

(i) Foreign exchange risk
The Group operates mainly in both the People's
Republic of China (“the PRC") and Hong Kong.
Majority of sales receipts are denominated in
United States dollar while payments are made in
Hong Kong dollar and Renminbi. Hence, the Group
is exposed to foreign exchange risk arising from
these currencies exposure. Hong Kong dollar is
pegged to United States dollar and Renminbi
fluctuates within a narrow range of exchange rates
managed by the Chinese government as to United
States dollar, the foreign exchange exposure
between them are considered limited and no
exchange rate hedging was arranged. However, the
management closely monitors the related foreign
currency exposure and will consider hedging
significant foreign currency exposure should the

need arise.

(i) Other price risk
The Group's investments in equity instruments are
measured at fair values at each balance sheet date.
Therefore, the Group is exposed to equity price risk
in relation to these investments. The management
manages this exposure by reviewing the

investments regularly.
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FINANICAL RISK MANAGEMENT

OBJECTIVE AND POLICIES (continued)
Liquidity risk

The Group manages its liquidity risk by monitoring its
current and expected liquidity requirements regularly and
ensuring sufficient liquid cash and adequate committed
lines of funding from reputable financial institutions to
meet the Group's liquidity requirements in the short and

long term.

Credit risk

The Group's maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations as
at 30th April, 2006 in relation to each class of recognised
financial assets is the carrying value of those assets as

stated in the consolidated balance sheet.

The Group's credit risk is primarily attributable to trade
receivables. The amounts of trade receivables presented in
the consolidated balance sheet are net of allowances for
doubtful receivables. In order to minimise the credit risk,
the management of the Group is responsible for
determination of credit limits, credit approvals and other
monitoring procedures are carried out to ensure that
follow-up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount of
each individual trade and other debt at each balance sheet
date to ensure that adequate impairment losses are made
for irrecoverable amounts. The Group has no significant
concentration of credit risk, with exposure spread over a

number of counterparties and customers.

The credit risk on liquid funds is limited because the

counterparties are banks with high credit-ratings.

Interest rate risk

The Group's interest rate risk exposure arises mainly from
bank and other loan borrowings, which are at prevailing
market interest rates, thus exposing the Group to cash
flow interest rate risk. The management will consider
hedging significant interest rate exposure should the need

arise.
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7. TURNOVER 7.

Turnover represents the net amounts received and
receivable for goods sold by the Group to outside

customers and rental income earned during the years as

follows:

Manufacture and sale of integrated BERHEERER
circuit leadframes, heatsinks and SI4R1E - BUEARE
stiffeners X hnss 18

Rental income from property investment  ¥2 K& 2l A

8. SEGMENTAL INFORMATION 8.

Geographical segments

The customers of the Group are currently located in the
United States of America, Hong Kong, Europe, Greater
China (comprising the PRC and Taiwan other than Hong
Kong), the Philippines, Singapore and other Asian
countries. The geographical locations of the Group’s
customers are the basis on which the Group reports its

primary segmental information.

S 3
EEEEAREFNANRECHERS
M I HOF L R BRI 2 T S WA,
WHFIMT -

2006 2005
—BERE —TTRF
HKS'M HK$'M
HEERT HEET
414 396

- 22

414 418

palzi= o

% 75 F

REBECZEFPEBHOMNER - B - B
M- RpEmE (BETFREEEE (BER
SN)) C FERE - FIMBEREMTBMER -
AEEEFP A AREEZ2HRFESH
BRZEE -
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8. SEGMENTAL INFORMATION (continued) 8. DEHER )
Geographical segments (Continued) HE D E ()
Year ended 30th April, 2006 BHE_ZTZXFOA=Z+HLEE
United Other
States of Hong Greater Asian
America Kong Europe China  Philippines  Singapore  countries Consolidated
%6 3 BN APERE FRE FmE EtEANER )

HK$'M HKS'M HKS'M HKS'M HK$'M HK$'M HK$'M HK$'M

FEEn HEEx HEEn HEEx  HEEn  HEEx  HEEn HEER z
=
TURNOVER L =
Segment turnover NHERE 37 200 2 69 18 30 58 414 g
RESULT T | S
Segment result AREE 6 27 - 10 3 5 10 61 §
]
&
Depreciation of ERE 1
property, plant Rk
and equipment ik | (47) E
Gains arising from fTEERIA r%n
changes in fair ZATE %
value of derivative 2YEL g
financial instruments 2 M3 28 %
Interest income MEHA 5 g
Loss on disposal of ~ HEWE - 2
property, BER i
plant and REZ °
equipment B @)
Corporate expenses  ERX (31)
Finance costs BAKE (5)
Share of loss of HEHE
an associate RAEE (33)
Loss before tax BEAER (25)
Income tax FriEH -

Loss for the year rEEER (25)
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8. SEGMENTAL INFORMATION (continued)

Geographical segments (Continued)
Consolidated Balance sheet at 30th April, 2006

ASSETS

Segment assets

Property, plant
and equipment

Inventories

Bank balances
and cash

Others unallocated

assets

Consolidated

total assets

LIABILITIES
Unallocated

liabilities

Consolidated

total liabilities

United
States of Hong
America Kong Europe
%8 B3 BM
HK$'M HK$'M HK$'M

BEER BEER BEER

BE
AHEE 5 53 1
nE- BER
REBRR
bk
EfAA R
BE

GREE
BE

af
AR
8

In view of segment information is disclosed based on the

geographical locations of the Group's customers, capital
additions of HK$15 million for the year ended 30th April,

2006 and other non-cash expenditures are unallocated.

China  Philippines

HEDE (#)
RIZBERFNA=ZTRAZGAEEARR

Other

Greater Asian

Singapore countries  Consolidated

KHEHE FEE fg EtENER &8
HKS'M HKS'M HKS'M HKS'M HKS'M

BEER HEER HEER HEER FEER

20 5 3 13 100

241
48

69

467

182

182

MODIBERFTEE ERAEEARFPZ
FrEty  HE-_ZTEXFNA=1+HIEF
€2 15,000,0007% 7T & NN E & H b FE3]
cHRZHRSER -
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8. SEGMENTAL INFORMATION (continued) 8. DIER @
Geographical segments (Continued) HE7E (%)
Year ended 30th April, 2005 BHE_ZTRFMOMA=+HLEE
United Other
States of Hong Creater Asian
America Kong Europe China  Philippines  Singapore countries  Consolidated
%E B Bl AhEpE FEE Mg EuDNER Fa
HKS'M HK$'M HK$'M HK$'M HKg'M HKg'M HKS'M HK$'M
AE¥T HEEET  AE¥T HEBT  BEET  HEBT  BEET  HEER
TURNOVER LES
Segment turnover ABEEE 45 230 2 50 2 25 44 418
RESULT E3
Segment result PHEE 3 (29) - 7 4 3 7 (5)
Depreciation of nE BER
property, plant R
and equipment ik (50)
Allowance for Efh YR
doubtful other B RE
receivables BB 3)
Impairment losson ~ #1% - &
property, plant REZ
and equipment AESE *)
Gain on disposal HEME
of property, BER
plant and REZ
equipment W& 5
Comporate expenses ¥R (€]
Distribution from —FA
liquidation of WERE
a former BEZ
subsidiary Pk 5
Finance costs RENA ()
Crystallisation of B
obligations £k
under guarantees Bff (1)
Loss on REJIE
discontinued #He
operation F# 4)
Share of loss of AMEHE
an associate NEEE (173)
Loss before tax BEAER (@mn)
Income tax credit FERES 4
Loss for the year KEEFE (267)
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8. SEGMENTAL INFORMATION (continued) 8. DEER @
Geographical segments (Continued) HE D E ()

Consolidated balance sheet at 30th April, 2005 RZEERFNA=THZGAEERER

United Other

States of Hong Greater Asian
America Kong Europe China  Philippines  Singapore countries  Consolidated
eS| & Bl AhEnE FEE Mg EtmMER A
HK$'M HK$'M HK§'M HK§'M HK§'M HK$'M HKS'M HK$'M

AEET  BEE%T  BEET  AEET  BEET  BEET  AEET  AEET

ASSETS £z
Segment assets NHEE 7 30 I 19 6 4 7 74
Interest in L UN

an associate Ea @)
Property, plant ERE

and equipment Rk 276
Inventories B 52
Bank balances RTEHR

and cash Be 63
Others unallocated EtRpE

assets EE 23
Consolidated FeREE

total assets ffF 486
LIABILITIES af
Unallocated xHR

liabilities af 256
Consolidated Fegk

total liabilities aE 256
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8. SEGMENTAL INFORMATION (continued) 8. DEPER

Geographical segments (Continued) HE D E ()
=1

Other information for the year ended 30th April, 2005 (2 EERAFNA=ZFTHLEFEZ
Hh & &
United Other
States of Hong Creater Asian
America Kong Europe China  Philippines  Singapore countries  Consolidated
%E Bk V) INCE: 1 FRE Mg EuDNER Fa
HKS'M HKS'M HKS'M HKS'M HKS'M HKS'M HKS'M HKS'M =
BEET  REErT  AEEnT  BERT  BEET  BEEnT  HEBT  HERR ;
-
Unallocated RAE %
capital additions BEARE - - - - - - - 25 §
Deficit on REN g
revaluation of %2 e
investment Bt
properties A - - - - - - - 80
Loss on disposal of ~ HERE
investment nEz
properties B - - - - - - - 4

REEMEMRE D 20 BEEREEER
EWME  BERRBIAOMOT ¢

The following is an analysis of the carrying amount of
segment assets and additions to property, plant and
equipment, analysed by geographical area in which the

assets are located:
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Carrying amount Additions to property,

of segment assets plant and equipment

REWE

PEHEEREE HWEERRE
2006 2005 2006 2005
—EBERARE —TTHF ZEBERF _—TTHF
HK8'M HK3'M HK8'M HK$'M
BEEET BEHT BEEET BEBT
United States of America EJer 2 9 - -
Hong Kong G 107 87 - -
Greater China NGRS 289 325 15 25
398 421 15 25
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8. SEGMENTAL INFORMATION (continued) 8.

Business segment

The Group operates/has operated in two business
segments — the manufacture and sale of integrated circuit
leadframes, heatsinks and stiffeners and property
investment. The property investment business was

discontinued in December 2004.

An analysis of the Group's sales revenue by business

segment is shown in Note 7.

The following is an analysis of the carrying amount of
segment assets and additions to property, plant and

equipment, analysed by business segment:

DEER @)

XK

REBLLY  QEETRLTY — RER e
ERTERIBIE - BEBRNABID - AR
RE  EREEBEEN - EERE+ =
A& -

NEBMBEBDHE D Z HEWRADTER
ME7A -

Carrying amount Additions to property,
of segment assets plant and equipment
NEWE
DHEEREE BB RRBE
2006 2005 2006 2005
—ERBARE _—_ZTTRF ZTBAE _ZTTHF
HK3'M HK8'M HK3'M HKE'M
BEEETT BHEET BEEET BEET

Continuing operation HEREXER
Manufacture and sale of integrated &3 K §4& %5k
circuit leadframes, heatsinks and T 3| &F1E -

stiffeners AR RS K I og iR 398 417 15 25
Discontinued operation BRIEREEE
Property investment MERE - 4
398 421
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9. OTHER INCOME 9. Hftg A
2006 2005
ZEERF —TTRHF
HK§'M HK$'M
BEEET BEET
Scrap sales REXL 85 & 21 19
Interest income for convertible AR ARE EAR Z
preferred shares (Note) B A (K a%) 5 -
Gain on disposal of property, plant HEME - W REH >
and equipment Z W - 3 %
Sundry income FIEHA 1 2 i
27 24 N
g
Note:  The amount includes approximately HK$3 million interest Bifat : LEREOETRRESRZFERALD §
income from convertible preferred shares, which was 3,000,000/ 7T + W bAZE 4k 3 7 R AR T2
received in form of ordinary shares of ASAT. FHUTER o
3
10. FINANCE COSTS 10. ®LE A =
2006 2005 %
—BBAE s -
HK$'M HK$'M T
HHEET aEst S
(9]
Interest on bank and other loans ARAFANTBEERZ %
wholly repayable within five years RITREMERZ F & 5 7 ©
Other finance charges Hivmh & & - 1
Total borrowing costs EEK 425 5 8
11. CRYSTALLISATION OF OBLIGATIONS 11. BITERER
UNDER GUARANTEES
This represents exchange losses arising from the ZEFTER R AR EF B E R R B MK
settlement and translation of the obligations crystallised 372 Al Mt & X & 9 Bl B National Assembly
under guarantees, which were denominated in Pounds for Wales ([ NAW]) % Welsh Development
Sterling, provided by the Company in respect of industrial Agency (TWDA]) 5 2 T &8 R = %M
grants and operating lease obligations granted to its HNEERMER UREERBREFEUR
former subsidiaries incorporated in the United Kingdom BRBEMZBETERETMELEZERLES
from National Assembly for Wales (“NAW") and Welsh 8 o

Development Agency (“WDA") respectively in prior years.
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12.

LOSS ON DISCONTINUED OPERATION

On 17th December, 2004, the Company entered into a
conditional agreement to dispose of all its investment
properties (the “Disposal”). On the same date, the board
of directors of the wholly-owned subsidiary of the
Company holding the investment properties determined to
cease its property investment business. The Disposal was
completed on 29th April, 2005 and resulted in a loss on
disposal of investment properties of approximately HK$4

million.

The results and the carrying amounts of the assets and
liabilities of the discontinued operation, which have been
included in the consolidated financial statements in last

year, are as follows:

Turnover HEE
Deficit on revaluation of investment properties
Loss on disposal of investment properties

H R

Other expenses

B35 A B 1B
gt

Loss before tax

Income tax credit

REEEE

Loss for the year

mEE
mEE

Total assets
Total liabilities

NFOA=+HIEFE

12.

REMEERRE
HERBEMEZBE

ERIEREXEK 2 EE

ji e Ui + At++tH  ARR%RTHE
fiR 1 155 % EREEME(TLES
7)) ek % $ REERERENME

ZEEWBARIZESSATERIEAMER
BEBK HNESER-_ZETRAFHEA=-1+NI
AT r WEHELEREMEZEBLY
4,000,000 7T °

REFHEAMBHRERANINFZE KR ILEEE
BexBEREEABREENT

HK$'M
BEBT
22
(80)

©

(M

(63)

(61)

®)

(1)
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12. LOSS ON DISCONTINUED OPERATION 12. ERLEREXBZEE @)

(Continued)
The contributions of the discontinued operation to the BERIMEEEBHAEBEFREREZR
Group's cash flows in last year are as follows: BT :
HK&'M
BE¥T
Net cash from operating activities REEBREA RS FHE 18
Net cash from investing activities REEBFEA RS FHE 99 %’
Net cash used in financing activities MEEHMAEZRS T (117) §
:
Total net cash inflows RIMERAFHE - 3
— B
S
N2 =
13. INCOME TAX CREDIT 13. FrIEHiiKeR 8
2006 2005
TEEXRE —ZEThRF &
HKS'M HKE'M ;
HHET CEp
=
S
The credit (charge) comprises: MIBE % () B =
I
PRC Enterprise Income Tax RS ) - %
Deferred tax (Note 32) RERIE (B 7F32) 1 4 =
=
5
- 4 S
No provision for Hong Kong Profits Tax has been made as HAAREER 2 @R ARRMEFEHERNE
the individual companies comprising the Group have no BEEMFERT AN - MW BB EFENE
estimated assessable profits derived from Hong Kong for TAYEL BB -
both years.
Taxation arising in PRC is calculated at the rates prevailing A BIES 2 RIBREPEBRR 2 HEGH -

in PRC.
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13.

INCOME TAX CREDIT (Continued)

13.

The taxation for the year can be reconciled to the loss

before tax per consolidated income statement as follows:

Loss before tax

Tax credit at Hong Kong Profits
Tax rate of 17.5% (2005: 17.5%)

Tax effect of expenses not deductible
for tax purpose

Tax effect of income not taxable
for tax purpose

Tax effect of non-allowable losses of
offshore operation

Tax effect of current year's tax loss
not recognised

Effect of different tax rates of
subsidiaries operating in PRC

Tax effect of reversal of tax losses
previously recognised

Tax effect of utilisation of tax losses
previously not recognised

Effect of share of tax of an associate

Tax credit for the year

BR B AT 1R

EEBFEHHRE17.5%
(ZZZHF : 17.5%)
AEZHBEES

AA B 2 B
A

HEZRFWA Z T
EA

BEEEB 2 A EE

=2
ga

AR A ERIE L
ye

R B2 E 2 KB AR
ZEE
B m T AT RE R IR TS R 1R 2
MR E
RS AERREER
MR E
DHBERBRBEZZE

REFEBIAE R

Details of potential deferred taxation provided/not

provided for in the year are set out in Note 32.

FriEBiER @

AREFRBELEAWR R Z R BATEE

ZHERT
2006 2005
= —ETTRF
HKS'M HK$'M
HEERT HEET
(25) (271)
) (47)
1 9
) M
2B
1 2
B
- 3
R ==
1 —
1 —
Z
(M -
5 30
- (4)
ARFNERE RS 2 EERTEH A

FRENMES2 -
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14. LOSS FOR THE YEAR

Loss for the year has been

arrived at after charging (crediting):

Operating lease rentals in respect of

premises

Auditors’ remuneration

Loss on disposal of property, plant

and equipment

Allowance for doubtful trade receivables

Gross rental income from investment
properties less outgoings of
HK$1 million

Share of tax of an associate
(included in share of loss of

an associate)

15. LOSS PER SHARE

14.

AEEBAR NG
CONE

BFZEERY
e H

Z BN B &

HEWE - KB RRE
ZEE

U E 5 3kI8 2 REREAE
EYEM S WA BTER
1,000,000/ T2
s
SaR [ah: /NI Fp ]

(BRESHBERF
EEA)

15.

The calculation of the basic loss per share attributable to

the ordinary equity holders of the parent is based on the

following data:

Loss for the purposes of basic loss per share

Weighted average number of
ordinary shares for the purpose of

calculating basic loss per share

RAUGHESREABRZER

AU ESRAAREL
HER I
18

REEEIR

2006 2005
—RXE  —BTIF
HK$'M HK$'M
R BT
13 12
2 2
3 —
1 —
- (21)
- 2

BRIEE

BRAERRSBEARGERERNERZ

THEEAH

2006 2005
—EERE —ZZRF
HK$25SMEE#B T  HKS26IMBEEB T
680,359,931 639,369,988
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15.

NFOA=+HIEFE

LOSS PER SHARE (continued) 15. BREE @
No diluted loss per share has been presented for both MR ITE AR B 2 B IR S R AR A 8 8
years because assuming the exercise of the share options BYHEREERD - Bt 25 /R IEFE
and warrants of the Company would result in a decrease ZFREEEE -
in loss per share.
The rights issue as described in Note 29 has no impact on MAHKREBETEFELFKS - MFE29
the loss per share for both years because the rights issue Pt 2 AR FIE N EFE S EREET
has no bonus element. BEMTE -
Impact of changes in accounting policies B REER o
Changes in Group's accounting policies during the year are REBRRFRE 2 Gt BRE BTN M 5T
described in details in Note 3. To the extent that those 1H].:§MMEJ¥¢:§=;/_\¢&_§§£¢
changes have had an impact on the results reported for Z BREEETE  AHEREECE
2006 and 2005, they have had an impact on the amounts BNEELTE - TR éTtk§$E5T§
reported for loss per share. The following table a2 -
summarises that impact on basic loss per share:
2006 2005
ZEERE ZETHF
HK3$ HKS
B BT
Figures before changes in accounting policies ~ €T EE A 2 HF (0.08) (0.42)
Effect of changes in accounting policies EHRREH 2 HE 0.04 -
Figures after changes in accounting policies SETBRERER B 2 HT (0.04) (0.42)
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16. DIRECTORS" AND EMPLOYEES' 6. EEREEMS
EMOLUMENTS
Directors’ emoluments EEHE
The emoluments paid or payable to each of the six (2005: ENRENAE(ZEERF: AR)ESR
five) directors were as follows: ==l o
Robert
Henry Kevin Robert Charles Alex
TLLi HT Cheng KT Kwan TT Sze  Nicholson ~ CB Wong Total

FE% B85 ES S LER 2EE E2 $ £
HK§'M HKS'M HKS'M HKS'M HKS'M HKS'M HK$'M
BEET BEET HBEBT HEBT HEBT HEBT HEBL

>
z
=
=
>
=
=
m
-
o
=
=1
N
°
S
w
~N
N
1
©
o

2006 ZEERE
Fees we - - - 05 0.4 03 12
Other emoluments Hipdi &
Salaries and other He kil
benefits B 93 0.9 0.5 - - - 10.7
o)
Discretionary bonus BB 10.0 - - - - - 10.0 =
=
z
19.3 0.9 0.5 0.5 0.4 0.3 21.9 >
o
=
=
2005 —TFIF z
Fees e - - - 05 0.4 03 12
(9]
Other emoluments Hitie i
Salaries and other FekEM i
. A= lw)
benefits =y 9.1 1.0 - - - - 10.1
Discretionary bonus HIBTEAL 10.2 - - - - - 10.2
19.3 1.0 - 0.5 0.4 0.3 21.5
The emoluments payable to directors of the Company as ERNARREZEZHME N2EFMNEES
approved by the Board on the recommendation of the ZHEBERBIREBESENARD A ZE 5B
remuneration committee, are having regard to their B TEFHMEERERTRAAEST S
individual duties and responsibilities with the Company, HE o

remuneration benchmark in the industry and prevailing

market conditions.

In both years, no emoluments were paid or payable to the RWEFEER - 4K E W &ER AT SR
directors as an inducement to join the Company and no RNTPEECMESIERMAERR T 2B -
compensation was paid or payable to directors or past MEENSEN TESEHAES 2 BB

directors for loss of office. B o
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16.

DIRECTORS" AND EMPLOYEES'

EMOLUMENTS (Continued)

Employees’ emoluments

The aggregate emoluments of the five highest paid

individuals included two (2005: one) executive directors

of the Company, whose emoluments are included in

above. The aggregate emoluments of the remaining three

(2005: four) highest paid individuals are as follows:

Basic salaries, allowances and other

benefits-in-kind

Their emoluments were within the following bands:

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

NFOA=+HIEFE

6. EEREEME @
1EE M2
AEAZeTMALTRERG (ZEZTRF -
—R)ARBRITES - A2 7R E
X HHBZZ(ZEZRF OB &eH
MALTZzHE@m0OT :
2006 2005
—EERE —ETRF
HKS'M HKE'M
BEET B &#EE T
EARFE - 2K
HAEYF 2= 5 6
BEME N T THAER -
2006 2005
—EERE —ETRHF
Number of Number of
employees employees
EEAH BEE AZ
1,000,001 7L — 1,500,000/ 7T 1 3
1,500,001/% 7 — 2,000,000/ 7T 1 1
2,000,001 7T — 2,500,000/ 7T 1 -
3 4
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17.

INVESTMENT PROPERTIES

Land and buildings in Hong Kong under

medium-term lease

At Tst May, 2004

Reclassified from property, plant and
equipment

Deficit on revaluation

Disposal

At 30th April, 2005 and 30th April, 2006

The investment properties were revalued at their
estimated open market value at 31st October, 2004 and
17th December, 2004, the date that the Company
announced the disposal of investment properties, by
Vigers Appraisal & Consulting Limited (“Vigers"), a firm of
independent international asset valuers. This valuation

gave rise to a revaluation deficit of HK$80 million, which

17. REWE

ERBPHBEOL
NigF

R-ZFEMFRA—H

BWE  WEEREEH
38

EfREE

hE

HK3'M

BEBT

182

(80)
(103)

ZREMEER

had been charged to consolidated income statement.

—ZETMF+A=+—HR
ZEZEMFEF+_A+LER (KRB MBS
ZHEWMEER) BB VEREEGEAR
T BEREEFEERERAA ([BE
Hr]) st ARmEEESENGE - E5
{H{EE 4 EHMES0,000,000/8 7T © BRER
GEKRANR -
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18. PROPERTY, PLANT AND EQUIPMENT 18. ¥ ~ WBERRE
Land and
buildings Furniture, Moulds,
in Hong Kong fixtures toolings and
under medium-  Leasehold and Motor  Plantand  production
term lease improvements  equipment vehicles  machinery films Total
BREFHEN
BEZER B I IER
THREF  NEKE ZERRE RE RERRE LERER ay
HK$'M HK$'M HK$'M HK$'M HK$'M HK$'M HK$'M

BEET EEET  BEET  BEET  BEET  BEET  BEER

COST OR VALUATION RAfE{E

At Tst May, 2004 RZZZME
nA-A 76 66 176 10 697 346 1,371
Additions NE - 4 3 - 12 6 25
Reclassified to investment ~ EHHEZ
properties RENE () - - - - - )
Disposals and write-offs HE R (74) - (6) ) - - (82)
At 30th April, 2005 RZZZ0E
mA=1+H - 70 173 8 709 352 1312
Additions NE - 2 1 1 6 5 15
Disposals and write-offs HE R - - @) (6) (56) (4) (73)
At 30th April, 2006 RZTTRE
mA=+H - 72 167 3 659 353 1,254
DEPRECIATION AND RERAE
IMPAIRMENT LOSS 3|
At st May, 2004 RZZENE
nA-A 45 41 161 9 459 321 1,036
Provided for the year TEERRE 1 5 4 - 34 6 50
Reclassified to ENNEER
investment properties RENE m - - - - - M
Impairment HE - - - - 4 - 4
Eliminated on disposals & R S5
and write-offs bigic (45) - (6) ) - - (53)
At 30th April, 2005 RZTTHE
mA=ZTA - 46 159 7 497 327 1,036
Provided for the year REEEE - 4 4 1 kY] 6 47
Eliminated on disposals HE R ER
and write-offs g - - 0] (6) (53) (4) (70)
At 30th April, 2006 RZZERE
MA=1A - 50 156 2 476 329 1,013
CARRYING VALUES REE
At 30th April, 2006 RZBERE
mA=+H - 22 11 1 183 24 241
At 30th April, 2005 RZZERE

mA=1+H - 24 14 1 212 25 276
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18. PROPERTY, PLANT AND EQUIPMENT 18. Wz > eEKHRE @

(Continued)

The above items of property, plant and equipment are i WELREBZEBTNREREZ

depreciated on a straight-line basis at the following rates EREFE KAZFEXNOT :

per annum:

Leasehold land and 25 — 50 years or over the HELT R 25ZF 50%F 5 i A
buildings unexpired lease term, BF fEwmz FH

whichever is shorter N EERE

Leasehold improvements 8 years MEEE 8% E

Furniture, fixtures and 5 — 8 years B HER 5ZE 84 s
equipment = ®

Motor vehicles 5 years = 5% 2

Plant and machinery 6 — 12 years i RN L] 6Z 124 §

Moulds, toolings and 6 years I#E ITAR 64F g
production films SEREKR °

During the year ended 30th April, 2005, the Group REBEZ_ZTRFMA=THILFE K&

reviewed the recoverable amounts of plant and machinery, BET RS R R 2 AT B RRIE - BRRTE

which have been determined on the basis of overall TORERBEREMET - Bt - iR KRR

utilization. Accordingly, an impairment loss of HK$4 million ##E 584,000,000/ 7T 2 A IEE 18 o

was recognised in respect of plant and machinery.

o
o
=
b=
=
m
)
=z
=
o
=z
P
=
a5
(@]
=
=]
=z
(8]
%)
=
=
=
m
()

19. INTEREST IN AN ASSOCIATE 19. BERNAER
2006 2005
—EEREF —EZREF
HKS'M HKE'M
BEEET BEET
Listed investment outside Hong Kong BEBUIINZ ETARE
Cost of investment (Note 9) TERA (Ff7F9) 4 1
Share of post-acquisition losses and DA ER 2 B1E R
reserves i 4 M
Negative goodwill arising from deemed WRRWIEREEZ 8
acquisitions (Note) 2 (M) - (2

Fair value of listed investment EFHREZ AT E 422 418
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19.

INTEREST IN AN ASSOCIATE (Continued)

Interest in an associate represents the Group's 42.42%
(2005: 42.45%) interest in the issued ordinary share
capital of ASAT Holdings Limited ("ASAT"), a limited
company incorporated in the Cayman lIslands and its
shares are listed on the NASDAQ. ASAT and its subsidiaries
are principally engaged in the provision of assembly and

testing of integrated circuits.

On 17th July, 2006, ASAT received a letter from the
NASDAQ Staff stating that for the prior 30 consecutive
business days, the bid price of ASAT's American
Depository Shares ("ADSs") had closed below the
minimum US$1.00 per share requirement for continued
inclusion on the NASDAQ Capital Market as set forth in
NASDAQ Marketplace Rule 4320(e)(2)(E)(i) (the “Rule”).
Therefore, in accordance with NASDAQ Marketplace Rule
4320(e)(2)(E)(ii), ASAT is being provided with 180
calendar days, until 16th January, 2007, to regain
compliance with the Rule. If at any time before 16th
January, 2007, the bid price of ASAT's ADSs closes at
US$1.00 per ADS or more for a minimum of 10
consecutive business days, the NASDAQ Staff will provide

written notification that ASAT complies with the Rule.

If compliance with the Rule cannot be demonstrated by
16th January, 2007, the NASDAQ Staff will determine
whether ASAT meets the initial listing criteria for the
NASDAQ Capital Market, other than the bid price
requirement. If ASAT meets the initial listing criteria, the
NASDAQ Staff will notify ASAT that it has been granted an
additional 180 calendar day period to regain compliance
with the Rule. If ASAT is not eligible for an additional
compliance period, the NASDAQ Staff will provide written
notification that ASAT's ADSs will be delisted, and, at that
time, ASAT may appeal the NASDAQ Staff's determination

to delist to a Listing Qualifications Panel.

19.

BE N ER #)

B AR R EAEEAEA SRS
FX 37 2 7 [ R B]ASAT Holdings Limited ([ 44
R BT BRI 242.4200(ZFF
¢ 42.450) Ewm - BRI 2 RHEEE
2 EE 5B BWEHE F 4 (NASDAQ) E
e B#EXRANBARIEEREEXNER
i RO RS -

RZEZXRFLA++EHE - R ER
NASDAQH B 2 th it - BB A EE30ME
BER #EXZERBELES ([ELE
%) B AR IRTTEHE N AR 1.00% 7T - 8l
FEE M ANASDAQE A5 2 TIRIZE * M
AT B E A NASDAQM B R E &
4320(e)QE)WE ([48E1) - Bt - B
NASDAQT 35 #8 & % 4320(e) (2) (E) (i) & -
SRVEERE-_TELE-A+ B
180MAEH * LEERFABREZENR MR
—EELF A+ NBRIZEMERA - 2
KX 2 TEABHEABRELI0EEESE
ERARTHRERIBEFLESH1.00E T L -
NASDAQHK B 15 3 HEE B A - FBH LR
BFREZER -

MEEIRZEELF— A+ NBINAEEE
STHEBBRTE - NASDAQE B i A ERE AE
ZHTESN - BRI R T IEEHNASDAQE &
TIHE R ET 2 &M o MBEERSGEEFRE
.2 &M - NASDAQH: B A& 22> - K
CERBIINSOEEANBERAREZE
oo MBRIX A HFEBERBINEGIRSR -
NASDAQHEK B &k X HEEBA - K
MR ZTBEESFRIE - EEEIE AR
NASDAQB EWRIE 2 REM EFHEREZE S
R
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& N R ()
it AR EE AR E

19. INTEREST IN AN ASSOCIATE (continued) 19.

Note: Negative goodwill arising from deemed acquisitions

HKE'M
BE¥T
GROSS AMOUNT #E
At 1st May, 2004 and 30th April, 2005 RZZEZWNFRA—HBHE
—TERFMA=1H 6
RELEASED TO INCOME HEBEZFWRA z
At Tst May, 2004 RZTEZTMFRB—H 3) §
Released during the year FAREE @) %
- S
E‘
At 30th April, 2005 R-ZZRFEPMA=+H 2 S
Derecognised upon the application RMBE BV RS EREIRE N
(=)
of HKFRS 3 THBER 2 ..
At 1st May, 2005 R_ZEZERFRA—H -
Negative goodwill with carrying amount of HK$2 million as RZZEZTAFMWA=1TH  KHER

2,000,000 T BEEZY AABE N G
XA ZIE - RBEEE - aF8RA
FH (AKX AITELSE 2 Gt ER R

at 30th April, 2005 was presented as a deduction from
the cost of interest in an associate. In prior years, negative

goodwill was released to income on a straight-line basis of

5 years, representing the remaining estimated weighted
average useful life of the depreciable assets of ASAT. The
amount of negative goodwill released to the consolidated
income statement for the year ended 30th April, 2005
was HK$1 million. All negative goodwill was derecognised
on 1st May, 2005 upon the application of HKFRS 3 (see
Note 2).

MEFHAERFY) AEREEBREI
NG %étifj THEMA=FTRHIEFE -
BRsakmk s BE$% 41,000,000
;%75 o WMW%\%EM‘%#& R E 351
FEamER—_ETRFREA—BIBER
(RKIzE2) -

o
o
=
=
=
m
e}
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e
o
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>
—
T
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=
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19.

INTEREST IN AN ASSOCIATE (Continued) 19.

The following details have been extracted from the
consolidated management accounts of ASAT prepared in
accordance with HKFRSs issued by the HKICPA:

Non-current assets EmEEE

Current assets RBEE

Current liabilities mEAE

Non-current liabilities EREEE

Net liabilities FEE

Group's share of net assets of the REBHEHE QT
associate FEE

Turnover S

Loss for the year REFERE

Group's share of result of the associate ~ AEE D (hANFEH &
for the year NGIE S

The Group has discontinued recognition of its share of
losses of ASAT. The unrecognised share of losses for the
year amount to HK$153 million (2005: HK$78 million)
and the accumulated unrecognised share of losses
amounted to HK$231 million (2005: HK$78 million).

AN e )

S TER S E S &SRB HHMA
WG BEUBRES LAY RO EE
B8 :

2006 2005
—EEREF —ETREF
HKS'M HKE'M
BEEET BEET
786 844

565 590
(538) (399)
(1,359) (1,202)
(546) (167)
1,412 1,516
(restated)

(& E51)
(438) (603)
(33) (173)

REBDTEERELMOMEERIZEE -
REFRTHRZ D 15EER153,000,000
BT (ZZTZTAHEF : 78,000,000 7T) &2
FHR TR 2 916K 18 /231,000,000 7T
(ZZZ R4 : 78,000,000/ 7T) °
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20. AVAILABLE-FOR-SALE INVESTMENTS/ 20. AIMEEERE BHRE

INVESTMENTS IN SECURITIES

2006 2005

ZEERF —TTRHF

HK§'M HK$'M

BEEET B&E#BT

Listed equity securities in Hong Kong, BB EMRAES
at fair value b/ L]

>
E
Available-for-sale investments AHHEERE 3 - =
Investments in securities BHIEE - 4 G
3
S
3 4 a
~N
S
&

REER - AIHEERERATAETE I
investments are stated at fair value, which have been LEFBRMISAHREAEMEE - N_ZZF
determined based on bid prices quoted in active markets. AFEREA-RBERMNEBGHERFEI95% -
st May, 2005, BHEREEFTOEAHRBEERE GFRH

investments in securities were reclassified to available-for- FF2) o

As at the balance sheet date, the available-for-sale

Upon the application of HKAS 39 on
sale investments (see Note 2 for details).
FIiEERBIZFBOAT ¢

Particulars of the investee company are as follows:

Proportion of

o
o
=
=
=
m
e}
zZ
e
o
zZ
>
—
T
(@]
=
9
=z
(9]
(%]
=
=
=
m
()

nominal value of

Place of Class of issued share capital
Name of company incorporation Principal activities  shares held held by the Group
REERG rEBIFEEZ
REHE & AR 3L 3t B FEXWY Z 55l B BT IRAHE &t f
Wafer Systems Limited Cayman Islands Provision of network  Ordinary shares 12%
("Wafer") HEHS infrastructure TR
BERGAR AR solutions and
(IEzEl) services
RHBBEERRA
R
Wafer is a company listed on the Growth Enterprise Market B EARBRBIER £ °

of the Stock Exchange.
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21.

INVESTMENT IN CONVERTIBLE
PREFERRED SHARES/DERIVATIVE
FINANCIAL INSTRUMENTS

Investment in convertible preferred shares 7] 2 A% (8 % i 1% &

—RHBH
o BE DR

— loan portion
Less: Loss allocated in excess of cost

of investment

Derivative financial instruments: PTESmITA

Investment in convertible preferred shares 7] #2[% (& % f% 1% &

— conversion option — HARRE
Investments in warrants RREFERE

On 31st July 2005, the Company entered into a securities
purchase agreement with Asia Opportunity Fund, L.P. and
its affiliate funds ("AOF"), which held approximately 28.9%
of the issued ordinary shares of ASAT, and ASAT in relation
to a US$15 million financing (equivalent to approximately
HK$117 million) for ASAT, of which the Group contributed
US$7.5 million (equivalent to approximately HK$58
million). ASAT issued 300,000 convertible preferred
shares for a total price of US$15 million (equivalent to
approximately HK$117 million), representing an issue
price of US$50 per convertible preferred share, to be
purchased by AOF and the Group in equal proportions. On
27th October, 2005 (“Closing Date"), the preferred share
financing was completed and the Group invested US$7.5
million (approximately HK$58 million) for 150,000
convertible preferred shares for the equivalent amount at
an issue price of US$50 per convertible preferred share at
a preferred dividend rate of 13% per annum, payable
semi-annually in arrears. Each convertible preferred share

will, at any time and from time to time, be convertible, at

NFOA=+HIEFE

HBHERERAR

ABRRELRRE (TES
BTA

2006 2005
—BERE —ETTRF
HK$'M HK$'M
HEET HEET
30 -

(30) -

49 -

8 —

57 -

RZZEZRAFEA=+—H ' AR AHAsia
Opportunity Fund, LP.REBB XS
([AOF] - B EH#AKXEZETEAERKRAY
289%) R XX ALK XE L
15,000,0003 7T (#H & 7 £ 117,000,000/
7L) (AR A& E & 7,500,000k T (M
2 #758,000,000% 7T) ) 5] L & FH #E B 1
oo BEK BT HR(E S /3 15,000,000% T
(#8547 117,000,0005% 7T) 2 300,000
ARRE LR (BNEITE AR TRRE L
B&50%7T) + FHAOF K 2N £ (B8] LA S5 28 L 5] B8
B BAERRMER-_ZZRF+A=+LtH
(IERBED K MASEEIZRETE
B B% 7] #4858 BR 5035 T/ & 7,500,000
7T (#158,000,0007% 7T) & A 150,0004% AJ #&
BREER  BEREBF 3% B¥FH
H o GBI ATBER R TR EBRFA

BERBRRESGRLTERKR009ET (HE
B’\tH&i‘E? #0.45% 70 - FRTAEEFH

ERSREBR) ERALEAX 2L B
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21.

INVESTMENT IN CONVERTIBLE
PREFERRED SHARES/DERIVATIVE
FINANCIAL INSTRUMENTS (continued)

the option of the holder, into ordinary shares of ASAT at a
conversion price equal to US$0.09 per ordinary share
(equivalent to US$0.45 per ADS, one ADS equivalent to 5
ordinary shares), subject to customary adjustment for
share splits, dividends, re-combinations and similar
transactions. The convertible preferred shares would also
be subject to a potential ‘reset’ of the conversion price on
31st October, 2006 to 80% of the average trading price of
ADSs during the preceding three months, subject to a floor
of US$0.065 per ordinary share (equivalent to US$0.325
per ADS).

At any time on or after 4th May, 2011, ASAT shall, at the
option of the Group, redeem, in whole or in part, any
outstanding convertible preferred shares, in cash. Subject
to the terms of an indenture of ASAT dated 26th January,
2004 in relation to its 9.25 per cent. high yield note, the
convertible preferred shares shall be redeemable, in cash,
at the option of ASAT, in whole or in part, at any time at a
price per share equal to the higher of (i) the issue price,
plus an amount equal to the accrued and unpaid preferred
shares dividends to the date of redemption; and (ii) the
aggregate fair market value of ASAT's ordinary shares into
the which the convertible preferred shares are convertible.

By way of arrangement fee, ASAT has agreed to issue to
the Group and AOF, on Closing Date, five-year warrants to
purchase a total of 5 million ordinary shares (equivalent to
1 million ADSs, representing 500,000 ADSs for each of
the Group and AOF), exercisable at a price of US$0.01 per
ordinary share (equivalent to US$0.05 per ADS). In
addition, on Closing Date, ASAT will issue five-year
warrants to purchase 15 million ordinary shares
(equivalent to 3 million ADSs, representing 1.5 million
ADSs for each of the Group and AOF), also exercisable at
a price of US$0.01 per ordinary share (equivalent to
US$0.05 per ADS). Accordingly, on Closing Date, the
Group was issued warrants to subscribe for a total of 10
million ordinary shares of ASAT. On issue of the warrants,
no sums are payable to ASAT by the Group.

21.

ABRRELRRERE TR
T H @

B - MZEEAIRBRGOFM  RE - EFE
HEREZZELEERE - WAl RREL
BrBRBEINR-_ZEENF+A=+—H
BEIEFZ T AEERZBRFTH L=
BATERES 2 FHIRRZEZ80% + MR
BTIRABRERER0.065ET (HHERSE
M FERE B £ 03255 7T) °

MAREEEE  RABRR T ——F
FAMASUEZERMERE - UREZTRH
BO2HKMBOERAREEZJRRESL
B o AZERGEE  AENAREKXN_ZF
ME—AZ+TRBEREHIESEERE
RIS Z XBIEKZRE T - AT B 2A
ReZ2 T ABE2ARE D AT RBE LR -
HEESREBEENTIIRSE - (HBTE -
SIBAERED A B2 Rt RRE KR
BZHE RMBAIERELREREL
WX EBRZAFHEARE -

ERATZHER KX EZRNTHK B EET
FFHRREE FAEERAOF AJEES
5,000,000 % &k X E @K (HER
1,000,000f2 B 5L & % + B A& @ R AOF&
15500,0008 FEFERE %) @ (TREREBRE
AR0.01E7T (HER BRTEFLFEH0.055%
Jo) o AN - RERCBER - RSB EITR
FHIR AR HERE - AT BB E 15,000,0000% £4 45 XX
E3E A% (HE% 7 3,000,0000% 8L B % + BIAR
% B X AOF% 151,500,000 TEFE#E FH) © 17
FEEREASRLEBCOIETL HERE
fRTEFE#E £ 0.05% L) » Kk - REAK A
B AEERERTRBREZFSHRATRE
10,000,0000% 4k 30 2 E Bk o REITZ S
RIEEER  FEERET I NEMRIELS
LR o

900Z/S00T 130d3¥ TYNNNV

o
o
=
=
=
m
e}
zZ
e
o
zZ
>
—
T
(@]
=
9
=z
(9]
(%]
=
=
=
m
()




é 900Z/S00T 130d3¥ TYNNNV

A3LIWIT SONIATOH T¥YNOILYNYILNI 1dO

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - 424 Bt 8 3R R KisT

For the year ended 30th April, 2006 « B8Z —E &

21.

INVESTMENT IN CONVERTIBLE
PREFERRED SHARES/DERIVATIVE
FINANCIAL INSTRUMENTS (continued)

The consideration of the Group was in form of the
conversion, on a dollar-for-dollar basis, of its account

receivable due from ASAT as at Closing Date.

The Group has appointed a firm of independent
international asset valuers, Vigers, to measure the fair
value of the convertible preferred shares both on the
Closing Date and balance sheet date including straight
loan feature, conversion option and the warrants for a total
10 million ordinary shares (equivalent to 2 million ADS) as

attached to the convertible preferred shares.

The fair value of the straight loan feature of the
convertible preferred shares was determined by using
discounted cash flow calculation based upon a group of
debt instruments with similar credit rating and structure
and the observable financial data of ASAT. The estimated
yield rate for the straight loan feature was estimated at
36% per annum. It forms part of the investment in an
associate and accordingly shares losses of an associate by
using the equity method of accounting. As at 30th April,
2006, both the amortised cost and the fair value of the
straight loan feature of the convertible preferred shares
were approximately US$3.9 million (equivalent to
approximately HK$30 million) and were fully used to share

the accumulated unrecognised losses of an associate.

The fair value of the conversion option of the convertible
preferred shares and the warrants were determined by

using binominal model.

NFOA=+HIEFE

21.
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21. INVESTMENT IN CONVERTIBLE 21, TRBREERRE TEER

PREFERRED SHARES/DERIVATIVE
FINANCIAL INSTRUMENTS (continued)

Key inputs into the binominal model were as follows:

Volatility of share price s {8 8¢ e
Risk free rate 2 B )
Dividend yield = B
Option life Hi i 2

Both the conversion option and the warrants are classified
as financial assets at fair value through profit or loss and
are measured at fair value at each subsequent balance
sheet date with changes in fair value recognised in
consolidated income statement. As at 30th April, 2006,
the fair values of the conversion option of the convertible
preferred shares and the warrants valued by Vigers
amounted to approximately US$6.3 million (equivalent to
approximately HK$49 million) and US$1 million
(equivalent to approximately HK$8 million) respectively,
resulting gains arising from changes in fair values of
approximately HK$28 million recognised in the
consolidated income statement, as compared against the
respective attributable consideration paid at inception.

As explained in Note 5 "Key Sources of Estimation
Uncertainty — Fair Value of Financial Instruments", the fair
value of the conversion option of the convertible preferred
shares and the warrants were valued by reference to the
share price of ASAT, among other factors. As at the balance
sheet date, the closing market price per ADS was US$0.94
(equivalent to approximately HK$7.29) and as at 20th
October, 2006 US time, the latest practicable date to
ascertain such data prior to the issue of this annual report,
the closing market price was US$0.41 (equivalent to
approximately HK$3.18), illustrating the volatility of ASAT's
share price and the resultant possible significant negative
impact on the changes in fair values in these derivative
financial instruments.
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22.

23.

INVENTORIES

Raw materials and consumables R E OB #E fn
Work in progress R
Finished goods K o

TRADE AND OTHER RECEIVABLES

The Group allows a credit period ranging from 30 to 90
days to its trade customers. The following is an aged

analysis of trade receivables at the balance sheet date:

Trade receivables H 5 W FIE
Within 30 days 30BR
Between 31 and 60 days 31260H
Between 61 and 90 days 61E90H
Over 90 days 90H M E

Other receivables H Ath & U 518

The fair value of the Group’s trade and other receivables
at 30th April, 2006 approximated to the corresponding

carrying amount.

22.

23.

FE
2006 2005
—FEAE  -TTIF
HK$'M HKS'M
HEET EEET
35 37
8 10
5
48 52

EZ K EMEWRRIE
RERGETESEP 2EEHNFI0E90
H-REEH BZREKIBAZERERS TN
™~

2006 2005
—EERE —ZETRF
HK$'M HKS'M
BEEET &L
17 17

16 11

10 6

11 12

54 46

1 1

55 47

REZZEEXRFHA=+RH AEBEESIHE
KAz AFEREARRRERS
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24. TRADE RECEIVABLE DUE FROM AN 24, BWHBENTI2E ZNIE
ASSOCIATE
The Group allows a credit period of 60 to 90 days to its AEBGTHERAZEEHRRE0EI
associate. The following is an aged analysis of trade H-REEH  BUBEQFESHRIEZR
receivable due from an associate at the balance sheet [ U
date:
2006 2005
—EEXRF —ETREF
HK3'M HKS'M :é
BEEET BEET s
A
Within 30 days 30HA 12 13 %
Between 31 and 60 days 31260H 13 8 §
Between 61 and 90 days 615900 17 1 3
Over 90 days 90R M 3 5 e
45 27 9
=
The fair value of the Group's trade receivable due from an RZZEZEXRFOA=+TH  NEEEKHE %
associate at 30th April, 2006 approximated to the ANAE 5 RIE 2~ T E HH A E R EE S
corresponding carrying amount. Ao g
2
25. BANK BALANCES AND CASH 25. THBREAES 2
Bank balances and cash comprise certain short-term bank WITHEBRRES \1%? ERMSNEGTEZ %
deposits at prevailing market interest rates. The fair value HETRBRTER - RZEERFEA=T .
of the Group's bank balances and cash at 30th April, 2006 H AEEZRITESRERBES 2 ATEER

approximated to the corresponding carrying amount. AEREERE -
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26.

27.

TRADE AND OTHER PAYABLES 26.

The following is an aged analysis of trade payables at the

balance sheet date:

Trade payable B 5N FIEA
Within 30 days 30BR
Between 31 and 60 days 31E60H
Between 61 and 90 days 61£90H
Over 90 days 90R M

Other payables Hth & 5 5RIR

The fair value of the Group's trade and other payables at
30th April, 2006 approximated to the corresponding

carrying amount.

TRUST RECEIPT LOANS AND BILL 27.
PAYABLES

Trust receipt loans BEREMEER

Bill payables JENRIE

At the balance sheet date, bill payables, with maturity date
of 30 days, aged with 0 to 30 days. Trust receipt loans
carry a variable interest rate with reference to HIBOR and
Prime Rate and the effective interest rates ranging from
6% to 9% (2005: 6% to 7%).

The fair value of the Group's trust receipt loans and bill
payables at 30th April, 2006 approximated to the
corresponding carrying amount.

NFOA=+HIEFE
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28.

OBLIGATIONS CRYSTALLISED UNDER
GUARANTEES

Operating lease obligations and
industrial grants payable TXEH

within one year

The amount represents the obligations crystallised under
guarantees provided by the Company in respect of
operating lease obligations and industrial grants of its
former subsidiaries incorporated in the United Kingdom
from NAW and WDA, as disclosed in Note 11. In May
2004, the Company came into an agreement with NAW
and WDA for the settlement of the liabilities in a sum of
GBP2.7 million which were unsecured and interest-free.
Pursuant to the agreement, the Company settled GBP2.1
million during the year ended 30th April, 2005 and
GBPO.4 million during the year ended 30th April, 2006. As
at 30th April, 2006, the outstanding balance of GBP0.2
million (equivalent to approximately HK$3 million) has
been agreed to be repayable by 2 equal monthly

instalments commencing September 2006.

28. BITHERER

—FRENEERLYFAER

2006 2005
—FEAXE  -TTHF
HK$'M HK$'M
HEBET B 5T
3 9

It SRR B AN A A B E A I B e AR 2 2 AT
B RE DR ENAWKR WDA S 2 £ £/ 4
EARIEEYMRHERABITZERE
T HBERWFEIEE RZZTNFHR
A - A2 A ENAWR WDAZE K & - A
2,700,000 R EEEER  ZSEBREE
AREE - BREZBE  AAFRBEZZ
ZHEMA=+HIEFEEE2,100000%
BERREE-_TENFUA=THILFEE
BEA400,000EE - RZZEZRFNA=+
H ' #/K200,0005 8 (#8 % 7 43,000,000
BT IBEBBE-_TENFALARS W
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29. SHARE CAPITAL 29. B7R
Number of shares Nominal Value
Ro 8B [ERE
2006 2005 2006 2005
ZERERE —ZE0F ZEERE —ZE0E
HK§'M HK$'M
BEEET BEET
Authorised: EERAE
Ordinary shares of HK$0.08 each BREE.08E T LR
At beginning and end of year FMRFLE 1,500,000,000 1,500,000,000 120 120
Redeemable preference shares of — BREE0.025 L2
HK$0.02 each EEELR 500,000,000 10 10
Issued and fully paid: BETRBRRAE :
Ordinary shares of HK$0.08 each BREMECOSET L EBK
At beginning of year E3) 639,369,842 51 51
Right issue fit ik - 10 -
Issue upon exercise of warrants RITERRERRET 310 - -
At end of year Fi 639,370,152 61 51

On 8th December, 2005, a special resolution was passed
to approve the issue of 127,874,034 new ordinary shares
by way of rights to holders of shares in the Company at
HK$0.62 per share (the "Rights Share”) in the proportion
of one Rights Share for every five existing shares (the
“Rights Issue”) held by the qualifying shareholders. The
Rights Issue has been unconditional on 30th December,
2005. On 4th January, 2006, 127,874,034 Rights Shares
were allotted raising approximately HK$79 million, before
expenses, of which approximately HK$60 million was set
off by the loan capitalisation with Mr. Li Tung Lok, a
director and a substantial shareholder of the Company and
the remaining balance was used as the general working
capital of the Group. The new shares rank pari passu with

the existing shares in all respects.

RZEERF+ZANE - NRRBBRE
SRFBRRBEUER AR - RER0.62BITHA
RRABRG B ANEIT127,874,034[8 51 &
AR ([HERRG])  #HREEREERR
RERBERERBAROERE —RHERRN
(MR - EBRER—_ZTETRF+=-A=
THKAEGEE - R_ZTF—AWA -
BB 127,874,034 Rk H - EE L
79,000,000 T (REFHZ) - HF L
60,000,000 T AER AN R EEHREE
BRERFREEE ZERCER - 8RR AE
AEBZ —REEES - FRHNS T EHE
REBRNEZBERSEZ -
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29.

SHARE CAPITAL (Continued)

Warrants

On 11th October, 2004, the Company passed a resolution
to approve the issue of bonus warrants, on the basis of
one warrant for every five existing ordinary shares.
127,873,968 warrants were then issued on 15th October,
2004 and confer rights to holders to 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 15th October, 2004 up to
and including 14th October, 2007. Registered holders of
310 warrants exercised their rights during the year and, at
30th April, 2005, the Company had outstanding
127,873,658 warrants.

Following the completion of the Rights Issue as mentioned
above, the exercise price of warrants was adjusted from
HK$1.82 to HK$1.78 on 30th December, 2005. During
the year, registered holders of 25 warrants exercised their
rights and, as at 30th April, 2006, the Company had
outstanding 130,747,197 warrants entitling the holders to
subscribe for an equivalent number of ordinary shares of

the Company at an adjusted exercise price of HK$1.78.

Share option scheme

The Company’'s share option scheme (the “Scheme”),
which was adopted pursuant to a resolution passed on
14th April, 2000 for the primary purpose of providing
incentives to directors and eligible employees, was expired
on 13th April, 2005 but its terms remain in full force and
effect in respect of the outstanding options previously
granted. Under the Scheme, the Board of Directors of the
Company may grant options to eligible employees,
including executive directors of the Company and its

subsidiaries, to subscribe for shares in the Company.

29.

PR (@)

BIREE

RZZEZWE+A+—H  ARREBRRE
RUAERERERRBEE L BRI EE 5
RBEFCEERTANRRESE -
127,873,968 RREFE R S ZWF +
AtaB%G: AR —ZZTmE+A+AA
EZZTLHF+A+OA(REZA)H
H - BERARBESRERM1.82BT (AT
AE)REBRRAHE 2 AABEBR - FA
EEIONRBREFZECHEATERS
ZHEHN MARZTERFMNA=FH &R
7148 127,873,65810 i) R1TIE 2 sRALHERE o

R EMEHRERE  RBREZEZITEEDR
ZTEERFEFT_A=THHR1.Q2BTHAES
1.788 7T - FRNE B REEZ 2 ER
BEATERSZERN MR- FMN
A="1H  KAR#EEF130,747,19710 MK
TEZRREE  ZERAREEREEBA
31,7882 E AT EEREAREE
ZARRNE LB o

BIRESE
ARARBER_FTETEFMNATMOABRE L
REBRFEMBRES ([FHE]) - 2@
ARREENABERERRIER X
ZTRFOA+=HEM - HEEFEFRTH
BRHRRITEZBREDARTERSD - R
BETE ARAREFEAAEEARRLE
MEBABZATEEEANZAEREERD
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29.

SHARE CAPITAL (Continued)

Share option scheme (Continued)

At 30th April, 2005, the number of shares in respect of
which options had been granted and outstanding under
the Scheme was 19,291,000, representing approximately
3% of the shares of the Company in issue at that date.
The total number of shares in respect of which options
may be granted under the Scheme is not permitted to
exceed 10% of the number of shares of the Company in
issue at any time excluding the aggregate number of
shares, which have been allotted pursuant to the Scheme.
The number of shares in respect of which options
(including those exercised and outstanding options) may
be granted to any individual is not permitted to exceed
25% of the maximum aggregate number of shares of the
Company subject to the Scheme. No options shall be
granted to any individual if the aggregate of the amount
for which shares may be subscribed in respect of
outstanding options exceeds 10 times of the then annual

salary of the individual.

Options granted are deemed to be accepted upon
payment of HK$1. Options may be exercised at any time
from the date of acceptance or the date of one year after
the date of employment of each individual grantee,
whichever is the later. The expiry date of an option is
determined by the directors of the Company and shall not
be later than the fifth anniversary of the date of
acceptance of an option. The exercise price is determined
by the directors of the Company, and will not be less than
the higher of the nominal value of the Company’s shares,
and 80% of the average closing price of the share for the
five business days immediately preceding the date of

grant.

29.

A ()

BREZ (&)
RZZETRFWNA=1+A  BREAZRER
KOG 2EREMPRZBROHEE A
19,291,0000% * (R AR R E HZBE#HITRG
#1300 o IBIRFT BT 2 EIRER P R 2R
DHEBETEREARNARMTMER 2D ETR
(T EEC R8RS RDEH)
10% o [AERE R A L& L ERE (BEE
1T R ARATE 2 BEIRHE) AT R 2 AR 10 &8
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29. SHARE CAPITAL (continued) 29. B ()
Share option scheme (Continued) FEIREF 2 (&)
Movements of the outstanding Company's share options EFEREEMHARKITERZ AR EIERE
held by directors and employees are as follows: ZEEBOT
At At At
1st May, 30th April, 30th April,
2004 Lapsed 2005 Lapsed 2006
RZZZNEF R_ZZRF R=ZEXRE
Option type R R AA—AH XM WA=+H KB WA=t+A z
Directors = ®
A A 12,910,000 - 12,910,000  (12,910,000) - %
"
]
o
Employees BE g
A A 7,375,000 (1,094,000) 6,281,000 (6,281,000) -
B B 100,000 - 100,000 (100,000) -
Q
7,475,000 (1,094,000) 6,381,000 (6,381,000) - %
S
=
Total st 20,385,000  (1,094,000) 19,291,000 (19,291,000) - S
No options were granted and exercised during both years MERNER L RITEEMBERE - BFR g
and all outstanding options were lapsed during the year. B mARITR 2 EBREIE R - ?
-
Details of specific categories of options are as follows: BRI R IR BT °
Exercise
Option type Date of grant Exercise period price
BB AR RE2E Rl B BEH TS THEE
HK§
BT
A 28th April, 2000 28th April, 2000 to 25th May, 2005 7.97
—EZTEMA -+ )\H —EEZEFNMA TR
“ETERFRA-THA
B 31st May, 2000 31st May, 2000 to 25th June, 2005 8.40
—ETEEFRA=1+—8H —ETEEFRA=+—HE

—ETRFANA-TEHA
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30. SHARE PREMIUM AND RESERVES

At st May, 2004
as original
stated

Effects of changes
in accounting
policies
(see Note 2)

At Tst May, 2004
as restated

Revaluation deficit on
investments in
securities

Share of change in
translation reserve
of an associate

Net expense
recognised directly
in equity

Loss for the year

Released upon
disposal of
properties

Total recognised
expense for
the year

Capital reorganisation
(Note c)

At 30th Aprl, 2005

Effects of changes
in accounting
policies
(see Note 2)

30. R aBR#E
Other (Accumulated
Capital property  Investment Goodwill losses)
Share  Contributed ~ redemption Capital  revaluation ~revaluation  Translation on retained
premium surplus reserve reserve reserve reserve reserve consolidation profits Total
Bx -4 RE GRRE (BHER)
RHEE REERE BRERE  EARE  ERRE  ERERE  EXRE  BIEE  REEW @it
HKSM HKSM HKS M HKSM HKSM HKSM HKSM HKSM HKS M HKS M
BEE%T AEAT  BEBFn  BEET  EEEn  RERT  BEEn  REEn  BEET BEAR
RZZIRF
BA-H-
nREZ5) 1558 40 12 9 66 - - (45)  (1,190) 450
S IR
29
17E
(Zh2) - - - - - - - - ) 2)
R-ZERF
BA-RB-
%3] 1558 40 12 9 66 - - (45)  (1,192) 448
FRREL
EL
M - - - - - m - - - Q)
HERELT
BN FR
B8 - - - - - - (n - - Q)
NERER
BB
L - - - - - ) 0 - - @
EnEE - - - - - - - - (267) (267)
ik
UE
kam - - - - (66) - - - 66 -
£RE
28
gt - - - - (66) 1) ) - (01) (269)
A1E4
(W) (1479) - - - - - - - 1479 -
i 5ikd
EA=TH 79 40 12 9 - 1) 1) (45) 86 179
RS
25
2 |
(BH#2) - - - ©) - - - 45 (34) 2
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30. SHARE PREMIUM AND RESERVES

30. BRI REBRGHE @

(Continued)
Other (Accumulated
Capital property  Investment Goodwill losses)
Share  Contributed  redemption Capital ~ revaluation  revaluation  Translation on  retained
premium surplus reserve reserve reserve reserve reserve consolidation profits Total
Ex 4 RE GRBR  (RHER)
RHEE BEEE BERE  EARE  EMRE  ERRE  EXRE  BoBE  REEN it
HKS M HKSM HKSM HKS M HKS M HKS M HKSM HKS M HKS M HKSM
BEE%T HEAT  BEEn  REET  EEEn  BERT  BEET  BEEn BEET EEAR
At Tst May, 2005 RZE%RE
as restated BA-H-
]| 79 40 12 - - 1) 1) - 5 181
Losses on IREE
fair velue &A
changes of AT
avallable-for-sale FE]
investments LER - - - - - 1) - - - (1)
Loss for the year FRER - - - - - - - - (25) (25)
Total recognised expense  FREER
for the year abet - - - - - (1) - - (25) (26)
Rights issue of
shares #R 70 - - - - - - - - 70
Transaction costs attributable 27737l FE (5
to issue of new shares LRBRE (1) - - - - - - - - (1)
At 30th April, 2006 RZBERE
mAZ18 148 10 n - - Q) m - 27 04
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
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For the year ended 30th April, 2006 « B8Z —EEFHNA=1+HILFE

30. SHARE PREMIUM AND RESERVES

(Continued)
Notes:
(a) Contributed surplus represents the excess of the net

()

©

assets of subsidiaries acquired over the nominal value of
the Company’s shares issued as consideration thereof
and is available for distribution to the shareholders of the
Company under the Companies Act 1981 of Bermuda (as
amended). However, the Company cannot declare or pay
a dividend, or make a distribution out of the contributed

surplus if:

0) it is, or would after the payment be, unable to

pay its liabilities as they become due; or

(i) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and its

issued share capital and share premium accounts.

Capital reserve represents the share of fair value of
warrants attached to the 12.5% senior notes issued by

ASAT during the year ended 30th April, 2000.

On 11th October, 2004, a special resolution was passed
at a special general meeting to approve a capital
reorganisation scheme by the utilisation of share
premium account to set off accumulated losses of the
Company at an amount of HK$1,479 million outstanding
at that date, thereby paving the way for future declaration
of dividend.

30. k1o

wit -

(@

(b)

©

mEBERGEE @)

BEYAREFRBENBAREEFER
BAREHERERMREMETERNZE
BEEZ® REERE-NAN-FRFE
(BFRTA) - ZERBADIKTARBK
R AWM ETHBERT » ARAAE
BEEAABPTERIKMN RS HELD
K

()  DETE(RRESETE) HE
A -0

(i) AAEEZITEREESESE
MOREBE - BBTRARR
BREE=% 2 @A -

BAFBESEREEZE-_ZTTZTFMA
= tHLEFERERET 21250 RE
BHEW RREEFE 2 QAFME -

R-ZTZMF+A+—8B  RBERES
KRG L@iB—ERFRRE R AR ERAR
BAERTE - B BB ARG B R A
% BN TR 2 25T EE1,479,000,0007%8
T AABREIRR S -
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31. BORROWINGS

Secured long term bank loans
(Note a) repayable:
On demand or within one year
More than one year but not

exceeding two years

Other secured long term loans (Note a)

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

exceeding two years

Other unsecured long term loans
repayable:
On demand or within one year
More than one year but not

exceeding two years

Loans from a director (Note b)

repayable on demand

Less: Amounts due within one year

shown under current liabilities

NFOA=+HILFE

31. BE
2006 2005
—ETRE —ETRF
HK$'M HK$'M
BEEET BEET
BEEFRFRHARTER
(Kfata) 1 -
BEREEIR —FR 2 4
—F Y FEBETBB
A - 1
2 5
HEEEEMAEMRPER
(Ktata) R -
BEKBEINR—FNR 24 20
—F N EETEBR
A 13 35
37 55
AEEEMERBRBAER
o
BEREEIR —FNR 1 5
—F L ETBSE
W - 1
1 6
BIREREEZ
BEER (Wazb) 10 68
50 134
B R —ERBE Y E
mEBEZRE (37) (97)
13 37
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For the year ended 30th April, 2006 « B8Z —EEFHNA=1+HILFE

31.

BORROWINGS (continued) 31.
Notes:
(a) The loans are secured on certain plant and equipment of
the Group.
b) The loans are advanced from Mr. Li Tung Lok, a director

and a substantial shareholder of the Company, which are
interest-free, unsecured and repayable on demand. The
directors consider that the carrying amount approximated

to its fair value.

The range of effective interest rates (which are also equal
to contracted interest rates) on the Group’s fixed rate
borrowings is ranging from 5% to 8% for the current year
(2005: 5% to 8%).

The Group’s borrowings that are denominated in
currencies other than the functional currencies of the

relevant group entities are set out below:

United State Dollar E7T
Renminbi AR

The fair value of the Group’s borrowings at 30th April,

2006 approximated to the corresponding carrying amount.

ER-8C )
Bt -

©) WEFRAREZETHENREEER
o

(b) ERTAARFEEREIZRRFRELE
EEEH RS BERREERE
B - BEERAHEREERAAFTEM

°

o

4+
T

AFEE  AEEBZEEMNEERZ B RFE
(HEREAHFR)NTF50E8%(ZFZH
& 500E8%) °

AEBZEFRZEBEEER BRI
Shz B EMIERINMT

2006 2005
—BREAE —TELF
M sm
HET BETT

2 5

38 61

40 66

RIZEERFHA=1TH AEFERZRQ
FEREMAEKREEMRS °
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For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

32. DEFERRED TAX LIABILITIES

At the balance sheet date and during the year, deferred tax

EHIBEE

N o=

EERRER  AEECDHATEREZE
EZHEREEREBEAB (BE) -

32. B
Eé

liabilities (assets) have been recognised in respect of the

temporary differences attributable to the following:

Accelerated Revaluation of

tax investment Tax
depreciation properties losses Total
E-$) RE
BERE MEER BHBER Bt z
HKg'M HK$'M HKS'M HK$'M g
BEHAT HEAT HEAT FEAET -
z
At 1st May, 2004 RZZZEMER[—A 24 2 @2) 5 S
(Credit) charge to consolidated RizEER (3%) §
income statement Mmik (3) ®) 1 (4) s
At 30th April, 2005 RZZBTREMNA=1H 21 - (20) 1
(Credit) charge to consolidated RizEEE (5%)
income statement me (19) - 18 M
At 30th April, 2006 ZRFNA=1H 2 - ) -

REHER  AXEEBBERHAZHBKER
499,000,000 T (Z & £ 1 &
503,000,000/% 7T) A A3 VE K 85 K 2R A1 -
BB 5% & E B TR IR RE 7 18 & & 8,000,000
BT (ZZZEAHE : 116,000,000 7T) @ B
B K TE ORI R R i B I A gk R
491,000,000 T (Z T T A F
387,000,000 7T) RIELEHIBEE %
MG EIE A A

At the balance sheet date, the Group has unused tax
losses of HK$499 million (2005: HK$503 million)

available for offset against future profits. A deferred tax

o
o
=
=
=
m
e}
zZ
e
o
zZ
>
—
T
(@]
=
9
=z
(9]
(%]
=
=
=
m
()

asset has been recognised in respect of HK$8 million
(2005: HK$116 million) of such losses. No deferred tax
asset has been recognised in respect of the remaining
HK$491 million (2005: HK$387 million) due to the
unpredictability of future profit streams. Tax losses may be

carried forward.
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33.

34.

PURCHASE OF PROPERTY, PLANT AND 33.
EQUIPMENT

Additions to property, plant and RNEME - WBRRE
equipment (Note 18) (HfsE18)

Decrease in accounts payable for BEWE  HBERREBZ
acquisition of property, plant and JFE T BR X
equipment DR

Decrease in deposits for acquisition BEWME  HEILRBZ
of property, plant and equipment R& R

CASH OUTFLOW FOR PURCHASE OF BEYE - MERSHEZ
PROPERTY, PLANT AND EQUIPMENT HERH

CAPITAL COMMITMENTS 34,

At the balance sheet date, the Group had outstanding

capital commitments as follows:

Capital expenditure in respect of BHEBERITAER
acquisition of property, plant and 4R & TS mE
equipment contracted for but not REREBZME -
provided in the consolidated 128 K %A

financial statements ZEXRRAE

BEYE  HBENRE

2006 2005
—FEXE  —TTOF
HKS'M HK$'M
HEET HEET
15 25

- 12

- M

15 36

NEER  XEBBERETZERAE

B REIE
™~
2006
—EEXREF
HK8'M
BEEET
2

2005
—ETRHF
HKS'M
&
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For the year ended 30th April, 2006 « BiZ —EEFHNA=1+HILFE

35.

36.

LEASE COMMITMENTS 35. A ERE
At the balance sheet date, the Group had commitments in REER  NEBRBEIAIHEZ EEHEY
respect of premises for future minimum lease payments EEAREFIN 2B RFEBES 25
under non-cancellable operating leases, which fall due as BHEmT
follows:
2006 2005
—EEXRE —EZREF
HK3'M HKE'M
BEET BE¥T
Within one year —FRN 11 11
In the second to fifth year inclusive E_ZFELF (BHEEEREF) 37 36
Over five years BB hF 96 105
144 152
Leases are negotiated for a term of twenty years for BPEETEERENS - HOK_TFHE
certain production facilities in the PRC and terms of one to HEr - mMEMEFENR -—ERFHE
five years for other premises with fixed monthly rentals. R TETEHAEEHES -
CONTINGENT LIABILITIES 36. HAEE

During the year ended 30th April, 2005, an employee
initiated a lawsuit against a subsidiary of the Company in
the High Court in Hong Kong for claiming damages of
approximately of HK$3 million arising from alleged injuries
in relation to an alleged industrial accident in the work
place. In February 2006, the court made a judgment that
the subsidiary is liable to pay a sum of approximately
HK$1 million to the employee. The Company has taken
out employees compensation policy to cover the alleged
industrial accident and the insurers have taken over
conduct of the proceedings on behalf of the Company on
a without prejudice basis. Accordingly, no provision for
compensation has been made in the consolidated

financial statements.

REBEE_ZTAFMNA=THILEFE  BF—
(EEREBREERAARRRENE AR
REHFD BRI A ERIEER
Hh 2 BB 1R 15 R EVIE 5B &% (8 493,000,000
T RZIZEERNE_F  ERAEHBAR
A& B X 4 471,000,0008 7T - KAAQAEE
KABIRBEERRREZEEBIEER
SN2 BEIE - TR A TMZEIBER) 2 E &N
RADEETERRER - At - WERELES
B ISR A BB EVE L B -
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37.

RETIREMENT AND PENSION SCHEMES

The subsidiaries of the Company operating in Hong Kong
have established a defined contribution retirement
scheme for their employees. The assets of this scheme are
held in a separate trustee administered fund. All full time
employees are eligible to join the defined contribution
retirement scheme, as a top-up benefit to the mandatory
provident scheme as described below. Employees can
elect to contribute a fixed percentage of 3% or 5% of the
monthly basic salary or opt not to join the defined
contribution retirement scheme. The Group’s contributions
to the scheme are the same as contributions made by
individual employees. The employees are entitled to the
whole of the employer's contributions and accrued interest
thereon after completion of 10 years of service, or at a
sliding scale after completion of 3 to 9 years’ service. The
Group's contributions made to employees who have left
the Group prior to being fully vested with such
contributions are refunded to the Group. With effect from
1st December, 2000, all employees are required to join
the new mandatory provident fund scheme set up in
accordance with the Mandatory Provident Fund Schemes
Ordinance. The defined contribution retirement scheme is
used as a top-up-benefit for employees. The Group's total
contributions to both schemes are the higher of (i) 3% or
5% of the employee’s monthly basic salary or (ii) the
contributions required by the mandatory provident fund
scheme which is currently calculated at 5% of the
employee's monthly relevant income but limited to the
mandatory cap of HK$20,000. The total contributions
which exceed the contributions required by the mandatory
provident fund scheme are paid to the Group's defined

contribution retirement scheme as voluntary contributions.

The PRC employees of the Group are members of a state-
managed retirement benefit scheme operated by the PRC
government. The Group is required to contribute certain
percentage of payroll costs to the retirement benefit
scheme to fund the benefits. The only obligation of the
Group with respect to the retirement benefit scheme is to

make the specified contributions.

37.

BRBEANERAKEEE

EEBCEEB 2 A RARAMB AR BRER
SERRHTGRNETE c ZETEICEER B
UETEBRESRE  TERBEENEE
B2 MFEEETORIRET S - ER T s $l %
NIEBELFTEZHERET - BB AEEEER
A#HZEE B D (3%85%) 3R iR 12N
SNt EBE TR 8 - NEBMZEE
ZHREERES 2R - RBMI0
FrIEB BRI EIBEE R EETF
B MRBM3EIF 2 1E 8 Al a] WEUR
B R 2 BUEE o fiflE B 5 AT R A & E 4 3K
RIBERE - AIAS B iE B FTiE 2 KR
BEAEE g2 TF+-A—HRE - fT
B IEBAZMBER I AR EGGIF
Sz AR E o EREMRFURIRE
EIDEREBZHERN - AEEHEWE
Bz BEFREANREEALRRH Z23%
5%k (i) i 58 Hl 1M TR S 5 2R E 2 K
BWEREEEEGABEAKAZS% - ER
720,000 70) - MEZ&=mE © kR bl
MABEFERERR ZBERE - DA
FTAEEZ BREMHICGERETE - (ERAEREMR

o
A °

AEEZzTEESHE2 NP EBRFERZ
B ZRINERIET S - AEBARRKRENG
ELFERAETAEDL ZHK - UER
BRER o REBEBLRKAERET 8 2 & FEE
REHEEHRR -
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37. RETIREMENT AND PENSION SCHEMES

(Continued)

Contributions to the above schemes for the year ended
30th April, 2006 made by the Group amounted to
approximately HK$2 million (2005: HK$2 million).

38. PLEDGED ASSETS

(@

(®)

At 30th April, 2006, plant and equipment with a
carrying value of HK$67 million (2005: HK$74
million) were pledged to secure certain banking

facilities and other loans granted to the Group.

In connection with the disposal of a 50% interest
in ASAT during the year ended 30th April, 2000,
the Group indemnified the acquiring investor group
for various tax liabilities of the ASAT group by
pledging its shares in ASAT to the investor group.
The pledge initially applies to 70% of the Group's
interest in ASAT and decreases in stages to 0%
over six years (subject to any tax indemnification
amounts arising prior to the expiration of the six
year period and remaining outstanding upon
expiration of this period). At 30th April, 2005,
approximately 11% interest in ASAT was pledged to
the investor group. During the year, all pledged

shares have been released.

39. NON-CASH TRANSACTIONS

(a

)

The consideration for the acquisition of investment
in convertible preferred shares of ASAT amounting
to US$7.5 million (equivalent to approximately
HK$58 million) as described in Note 21 was set off
by the trade receivable due from ASAT.

Approximately HK$60 million out of the total
proceeds of approximately HK$79 million of the
Rights Issue as described in Note 29 was set off by
the loan capitalisation with Mr. Li Tung Lok, a
director and a substantial shareholder of the

Company.

NFOA=+HILFE

37. BARBBANRERKEIE @

ﬁﬁ:%%ﬁimﬂ:+atiﬁ'$%l
) it 5T &I 3k 4 A2,000,000%8 7T (=
FAE 1 2,000,000/ 7T) °

38. BEEIKH
(a) RZTEEAFEA=+H FHEE
67,000,0008 T (ZE T A F
74,000,000/8 70) < # 28 R EFEEE
R AREETAEE 25 THE
TREMEMER -

by HEBEE-ZZTZTZFNA=THIF
EREELEX 2500 E=EE
AEER-—RWERLEEESEER
HA#HE TEERG - ¥R
SEZEHEBEAEMAKREES
EELEERE LK R R G
SEMBEALK X 270%EE - K
BARFELSREON(RTANFHE
AT IR 2 AR IB R ERE
HEERE ZBRAME) - RZTT
FENA=+H AEEDHEE
EEEEREE XA 11%Z R o
FA - 2HEMZ2BROEERR -

39. kBRERF
(@) MR 1R REREER
Al AR 48 5 iR 2 {8 % 7,500,0003
7T (48 & 5 4958,000,000/8 7T) * Uit
Th LA FE M 24k S 2 B 5 FE B IR

(b) BN FE29FTHL - FEMEBRFTIS FRIE
4 %8 47 79,000,0008 T R 4
60,000,000 L h AR A B E £ ¥
FTERRFRLEEZERER
FiT#E 85 o

900Z/S00T 130d3¥ TYNNNV

o
o
=
=
=
m
e}
zZ
e
o
zZ
>
—
T
(@]
=
9
=z
(9]
(%]
=
=
=
m
()




é 900Z/S00T 130d3¥ TYNNNV

A3LIWIT SONIATOH T¥YNOILYNYILNI 1dO

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS « 4= & Bf %5 R 3k Mi =t

For the year ended 30th April, 2006 « B8Z —EEFHNA=1+HILFE

40. RELATED PARTY TRANSACTIONS

In the ordinary course of its business, the Group entered

into the following related party transactions:

(@

(®)

©

ASAT group

Sales of integrated circuit
leadframes, heatsinks and
stiffeners

Acquisition of convertible
preference shares
(see Note 21)

Rental income

HESKERSIRIE -

=N
hnagig
B A AT IRR
Bk
(RK1aE21)
AEBA

Interest-free loans are obtained from a director, as

disclosed in Note 31.

The remuneration of directors and senior

management mainly relating to the short-term
benefits during the year was HK$28 million (2005:

HK$28 million).

BEALRS
RNEEXRBGT  AKEGETTIEEAL
5

b

N
vl

X

(@) HEXEKHE

2006 2005
—2¥AF  -TTHF
HK§'M HK3'M
CEp2 BT
178 195

58 -

- 20

b)) FEEBR-UEFEDBREENR
FHBERMEITRE -

0 HRN ESRafEBREZHS
* B A5 H4E F J528,000,000/% 7T
(ZZEZ R4 : 28,000,000 7T) °
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41. PARTICULARS OF SUBSIDIARIES 41. MIERARFE

The following are the particulars regarding the Company’s

subsidiaries as at 30th April, 2006 which principally affect

the results, assets or liabilities of the Group as the

directors are of the opinion that a full list of all the

subsidiaries will be of excessive length. These subsidiaries

operate principally in the place of incorporation unless

otherwise indicated.

Name of subsidiary incorporation Principal activities Issued share capital Company subsidiary
BETRRE,
B/ BRERKRE BRITRAZHEELLS
WEARERE 5 TEXER BRTRA LN W2 F
% %
8
The Industrial Cayman Investment holding 2,050 ordinary shares 244 97.56 =
Investment Islands of HK$1 each g
Company Limited HAEHE REER 2,050 B EE )g
BTz ERER =
S
QPL (Holdings) Hong Kong Investment holding 408,000,772 ordinary 100 - =
Limited shares of HK$0.04 each 2
SECLEBAA B BB 408,000,772 5 K =
EB0.04ET ¥R °
QPL Limited (Note a) Hong Kong Manufacture and sale of 2 ordinary shares of - 100
integrated circuit HK$1 each and
leadframes, heatsinks 1,000 non-voting
and stiffeners deferred shares of
HK$1 each (Note b)
mEERAR (Hita) BB HERHEEKER BEREEIETLZ
SIRIE - BEER LR 21,0008 & i
PIEEE HEVETZERER
BRERD (W)
Talent Focus Hong Kong Manufacture and sale of 2 ordinary shares of 50 50
Industries Limited stamped leadframes HK$1 each
(Note a) and moulds
SRREXARAF (Wita) B HiERHEBE|RIE 2REREEIETLZ

Place of
establishment/

RIE

NTRARRR _TERFOA=THEEE
TEAKRBEZRE EELABZHMBERR
HIF BEFERAR NLMBEMBARIZEE
KBRILE - BRIER B ZEWB AT
TEREFMAZMEELSE -

Proportion of
nominal value of
Paid up registered capital/

registered capital/ issued share capital held by

Rl

>
z
z
c
>
-
=
m
bl
o
x
4
N
°
S
w
~N
N
°
=)
)
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41.

PARTICULARS OF SUBSIDIARIES 41.

(Continued)

Name of subsidiary

WEARAE

QPL (US) Inc.

REETIE R
BRAT
(Notefff&t d)

Notes:

Place of
establishment/

incorporation

KL/ =M
i %

United States of

America

*8

PRC

hE

(a) Operating principally in the PRC.

Principal activities

TERH

Distribution of integrated
circuit leadframes
and investment holding
DHEERERIIRER
REER

Distribution of stamped
leadframes and moulds
DEBHES|FERTE

(b) The deferred shares, which are held by the Group, are

practically of no economic value.

(© None of the subsidiaries had issued any debt securities at

the end of the year.

(d) A foreign wholly-owned corporate.

NG RE )

Proportion of

nominal value of

Paid up registered capital/
registered capital/ issued share capital held by
Issued share capital Company subsidiary
BEEMRE/
BEAEmEBEA BRTRAZEELH
ERITRA NN Ll NG|
% %

150,603 ordinary shares 66.4 336

of no par value, paid

up to US$4,071,281
150,603 EE{E & B -

BHRAR4,071281% T

US$3,000,000 - 100

3,000,000 7T

[t

(a) FERPELE -

(b) HASEFFZRERD B LW E

i -

© UEMBAANFRETEMNEEE

(d) RINEREHEALK -




