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The Directors present their annual report and the audited financial

statements of the Company and its subsidiaries (hereinafter

collectively referred to as the “Group”) for the year ended

31 December 2003.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Its principal

subsidiaries are engaged in the design, manufacture and marketing

of machines, tools and materials used in the semiconductor

industry.

RESULTS AND APPROPRIATIONS

The Directors recommend the payment of a final dividend of

HK$0.84 (2002: HK$0.64) per share, which together with the interim

dividend of HK$0.36 (2002: HK$0.36) per share paid during the

year, makes a total dividend for the year of HK$1.20 (2002:

HK$1.00) per share.

Details of the results of the Group and appropriations of the

Company are set out in the consolidated income statement on

page 23 and the accompanying notes to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group continued to expand its manufacturing

facilities.  The Group acquired plant and machinery for

approximately HK$101 million and invested approximately

HK$59 million on upgrading the manufacturing, support and

other facilities.

Details of these and other movements in the property, plant and

equipment of the Group during the year are set out in note 16 to the

financial statements.

SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 December

2003 are set out in note 17 to the financial statements.

ISSUE OF SHARES

On 15 December 2003, 1,686,500 shares were issued for cash at

par to certain employees pursuant to their entitlements under the

Company’s Employee Share Incentive Scheme.
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Directors’ Report (continued)
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DIRECTORS

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

this report were:

Executive Directors:

Arthur H. del Prado, Chairman

Lam See Pong, Patrick, Managing Director

Fung Shu Kan, Alan

Independent non-executive Directors:

Orasa Livasiri

Paulus Cornelis van den Hoek

In accordance with Article 113 of the Company’s Articles of

Association, Orasa Livasiri retires and, being eligible, offer herself

for re-election.

The term of office for each non-executive Director is the period up to

retirement by rotation in accordance with the Company’s Articles of

Association.

Biographical details of Directors as at the date of this report are:

Arthur H. del Prado is the Chairman of the Company and President,

Chief Executive Officer and founder of ASM International N.V. (“ASM

International”) the holding company of the Company.  He is also a

director of certain subsidiaries of ASM International.  Mr. del Prado

currently serves on the Board of several companies, civic and non

profit organizations, among which the MEDEA+ Board, the “Micro

Electronics Development for European Applications” project.  Arthur

H. del Prado was formerly a member of the Board of Directors of:

Océ van der Grinten Nederland N.V., Manufacturer of Copiers and

Printers; G.T.I. Holding N.V., an Electronic Equipment and

Installations company; Delft Instruments N.V., a Manufacturer of

High-Technology Industrial and Defence Products; Breevast N.V.,

Project Development and Management; Dujat, Dutch & Japanese

Trade Federation and ABN-AMRO Bank, Advisory Counsel.

Lam See Pong, Patrick, Executive Director, aged 55, is the Managing

Director of the Company.  Mr. Lam is also the Vice President of Asian

Operations of ASM International and director of certain subsidiaries

of ASM International.  He has a Bachelor of Science degree in

Electrical Engineering from the University of Manitoba, Canada, a

Diploma in Management Studies from the University of Hong Kong,

and a Master degree in Business Administration from the Chinese

University of Hong Kong.  He has over 30 years of experience in

computer and semiconductor industry.  He joined the Group in 1975

and was responsible for founding ASM’s operation in Hong Kong.
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DIRECTORS (CONTINUED)

Fung Shu Kan, Alan, Executive Director, aged 53, is the Financial

Director of the Group in charge of financial planning and control.  He

obtained his Diploma and Master degree in Business Administration

from Hong Kong Polytechnic and the University of East Asia

respectively.  He joined the Group in 1978 and before that he had

worked for two multinational semiconductor companies for over

10 years.

Orasa Livasiri, Independent Non-executive Director, aged 48, was

appointed to the Board as an Independent non-executive Director in

1994.  She is a solicitor in private practice and is a partner of

Messrs. Ng, Lie, Lai & Chan.

Paulus Cornelis van den Hoek, Independent non-executive Director,

aged 65, was appointed to the Board as an Independent non-

executive Director in 1994.  He had been a partner in the law firm of

Stibbe in Amsterdam since 1969.  He has also been a part-time

professor of corporate law at the Free University of Amsterdam since

1991 until September 1999.  He is a member of the Committee for

Company Law of the Dutch Ministry of Justice.  From 1981 to 1984

he was President of the Netherlands Bar Association.  He serves

amongst other on the supervisory boards of ASM International,

Ballast Nedam N.V., Buhrmann N.V., the Robeco group of companies

and Euronext N.V., as an independent non-executive member.

EMPLOYEE SHARE INCENTIVE SCHEME

The Group has an Employee Share Incentive Scheme (the “Scheme”)

which is for the benefit of the Group’s employees and members of

management and has a life of 10 years starting from December

1989.  On 25 June 1999, at an extraordinary general meeting of the

Company, the shareholders approved to extend the period of the

Scheme for a further term of 10 years up to 23 March 2010 and

allow up to 5% of the issued share capital of the Company from time

to time, excluding any shares of the Company subscribed for or

purchased pursuant to the Scheme since 23 March 1990, to be

subscribed for or purchased pursuant to the Scheme during the

extended period.

On 18 February 2003, the Directors resolved to contribute

HK$180,000 to the Scheme, enabling the trustees of the Scheme to

subscribe for a total of 1,800,000 shares in the Company for the

benefit of employees and members of the management of the Group

in respect of their services for the year ended 31 December 2002

upon expiration of the defined qualification period.  205,000 of

these shares entitlements were allocated to certain Directors.

On 24 February 2004, the Directors resolved to contribute

HK$180,000 to the Scheme enabling the trustees of the Scheme to

subscribe for a total of 1,800,000 shares in the Company for the

benefit of employees and members of the management of the Group

in respect of their services for the year ended 31 December 2003

upon the expiration of a defined qualification period.  205,000 of

the share entitlements have been allocated to certain Directors.
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