QPL INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

1.

Basis of preparation and principal accounting
policies

The condensed interim financial statements have been
prepared in accordance with the applicable disclosure
requirements set out in Appendix 16 of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and Statement of
Standard Accounting Practice (“SSAP”) No. 25
“Interim Financial Reporting” issued by the Hong Kong
Society of Accountants (the “HKSA”).

The condensed financial statements have been
prepared under the historical cost convention, as
moadified for the revaluation of certain properties and
investments in securities. The accounting policies are
consistent with those followed in the preparation of
the Group’s annual financial statements for the year
ended 30 April, 2003, except as described below.

In the current interim period, the Group has adopted
SSAP 12 (Revised) “Income Taxes”. The principal
effect of the implementation of SSAP 12 (Revised) is
in relation to deferred tax. In previous years, partial
provision was made for deferred tax using the income
statement liability method, i.e. a liability was
recognised in respect of timing differences arising,
except where those timing differences were not
expected to reverse in the foreseeable future. SSAP
12 (Revised) requires the adoption of a balance sheet
liability method, whereby deferred tax is recognised
in respect of all temporary differences between the
carrying amount of assets and liabilities in the financial
statements and the corresponding tax basis used in
the computation of taxable profit, with limited
exceptions. The adoption of this revised SSAP has
been applied retrospectively. Comparative amounts
for the prior periods have been restated accordingly.
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NOTES TO THE CONDENSED {583 i 53 &5 i
FINANCIAL STATEMENTS
1. Basis of preparation and principal accounting 1. RIEEERTEFHBR (#)

policies (Continued)

The financial effect of the adoption of SSAP 12 NS ST RIS 125 (185T) WAL
(Revised) is summarized below: EERRMT
Other
properties
revaluation Accumulated Deferred
reserve losses taxation
Hiti %
BEhGkR REER BERIE
HKS’'M HKS’'M HKS’'M
BEAT BEAT BEAET
Balance at 1 May, 2003 R-EZ=
BA—Bz&H
- as previously reported - BEMEA 25 72 (1,205) 1
- prior period adjustment in - EHRELEREZ
respect of deferred taxation BIEAFARE (6) 4 2
- as restated —WE| 66 (1,201) 3
Balance at 1 May, 2002 R-BEZ
BA—-Bz&H
- as previously reported — MERB 25 73 (727) 1
- prior period adjustment in - BRELEHE
respect of deferred taxation Z B Hi (6) 3 3
- as restated o ER]] 67 (724) 4
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NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

2. Turnover and segment information 2. EXURoBEH
Turnover represents the net amounts received and EXBEEAEBPARMAEFHE
receivable for goods sold and services provided by EmRREMRYE 2 WKk ERFRIEF
the Group to outside customers and rental income BHoURBEESHRA - AEEXERS
during the period. The Group is principally engaged RERHEER SR SIRIE - BLESE
in the manufacture and sale of integrated circuit K nigig o

leadframes, heatsinks and stiffeners.

fa) Geographical segments (a) HWERZ

The customers of the Group are currently AEBZEFREEDMRE
located in the United States of America, Hong B - EFE BN KRPEHE
Kong, Europe, Greater China (comprising the (BREREARLNE ([
People’'s Republic of China other than Hong Bl (BRI REE) - 3E
Kong (the “PRC") and Taiwan), Philippines and FERHMEMNER - AEEH
other Asian countries. The geographical BEFZAEMAEREBERE
locations of the Group’s customers are the ERHERZEE o

basis on which the Group reports its primary
segment information.

Turnover Segment Results
BERE SWER
(Unaudited) (Unaudited)
(REER) (REER)
Six months ended 31 October, Six months ended 31 October,
BE+A=+—HLREAR BE+A=+—HLREAR
2003 2002 2003 2002
—ET=F C—EECF —EE=-F C—EZECF
HKS'M HK$'M HKS'M HK$'M
HEREET HEBT HEET BEET
United States of America X 29 70 (3) (8)
Hong Kong BB 134 97 2 (7)
Europe B 2 5 - (1
Greater China GRS 23 36 (2 (6)
Philippines FERE 4 B M (1
Other Asian countries HTMNER 23 13 m (2)
o Segment revenue SHBBAR
§ and results E 4 215 227 (5) (25)
3
g Unallocated corporate AOE
Q expenses TEAX (14) (5]
%
o Loss from operations REFE (19) (30)
2
[FN)
z
3




NOTES TO THE CONDENSED fSHMEHREME

FINANCIAL STATEMENTS
2. Turnover and segment information (Continued) 2. BEEXWERSBEH ()

(b) Business segment (b) EHEHE
Turnover Segment Results
- 4] SEER
(Unaudited) (Unaudited)
(REER) (REER)
Six months ended 31 October, Six months ended 31 October,
BE+H=+—HILAEAR 8E+HA=+—HILARMEA
2003 2002 2003 2002
—ZE= —TECH —ZE= —TECE
HKS’'M HKS$'M HKS'M HK$'M
BEET BEEAT HEET BEAT
Manufacture and sale of  HERHEEE
integrated circuit B~ B4
leadframes, heatsinks TERZSE
and stiffeners R 203 215 (16) (37)
Property investment MERE 12 12 12 12
Others Hith - - (1 -
Segment revenue SHBAR
and results E 4 215 227 (5) (25)
Unallocated corporate APE
expenses bEREE (14) (9)
Loss from operations ReFE (19) (30)
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NOTES TO THE CONDENSED fSHMEREME

FINANCIAL STATEMENTS

3. Other operating income 3. HthiEE A

(Unaudited)
(RIEER)
Six months ended 31 October,
#EFZ+RA=+—HLKEAR

2003 2002
—B2=F —2T-F
HKS’'M HK$S'M
BEER BEET

Scrap sales BEEI$H & 5
Sundry income MEWA - 1
5 3

q. Finance costs q. MERE

(Unaudited)
(RiEEX)
Six months ended 31 October,
B8E+HA=1+—HILXx{EAR

2003 2002
—EEB=F —EECF
HKS'M HKS'M
BERET BEEET
Interest on: FME

bank borrowings RITE K 3 2

crystallisation of obligations BTRREEZHEA
under guarantees 2 2
5 4
Bank charges RITEA - 1
5 5

5. Exchange losses from obligations crystallised 5. BiTESREEZEREGE
under guarantees

The balance represents the exchange losses arising LB REURFEREN 2 BT
from the translation of the obligations crystallised EREERMEBERSTANEFREE ZE
under guarantees and corresponding unpaid interest HEE BRFELBT2EENENE
which are denominated in Pounds Sterling and BAEME -

appreciated against the Hong Kong dollar at the

period end.

QPL INTERNATIONAL HOLDINGS LIMITED




NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

6. Share of results of an associate 6. DERBELAFEE

(Unaudited)
(RiEER)
Six months ended 31 October,
#EZ+RAR=+—HLKEAR

2003 2002
—22=F —EECF
HKS'M HK$'M
BRET BESBT
Share of results of an associate AEBEDIEHE QR
attributable to the Group Ed
Loss from ordinary activities RETHELEEBATZ
before non-recurring item BEX£KEIER (17) (58)
Impairment loss arising on W - WERRE
property, plant and equipment ZREEE - (198)
(17) (256)
7. Taxation 7. W@
(Unaudited)
(REF)
Six months ended 31 October,
BE+A=+—HIK{ER
2003 2002
—EZT=HF —EE=
HKS'M HK$'M
BRET BEBRT
The charge (credit) comprises: HIEXH (ER) B
Hong Kong Profits Tax EBREHR - 1
Deferred tax IEIER IR 1 1
1 2
Share of taxation attributable DL E N T
to an associate FE (L i 18 - (40)
1 (38)
No provision for Hong Kong Profits Tax has been R 7S &2 [ A 74 B R 3F 4 £k 5 PE SR B
made as the Group has no estimated assessable i I i = S R ST (s
profits for the period. & o
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NOTES TO THE CONDENSED fSHEMEREM:E
FINANCIAL STATEMENTS

8. Dividend BR
The directors do not recommend the payment of an ESTERREFHRE (ZZZEZ
interim dividend (2002: Nil). F | o

9. Loss per share BREBR

The calculation of basic and diluted loss per share is
based on the loss attributable to shareholders of
HK$48 million (2002: HK$272 million) and
639,367,505 (2002: 533,367,505) ordinary shares
in issue during the period.

Additional basic and diluted loss per share figures
have also been presented, based on the loss excluding
certain non-recurring items as follows:

BRERRBEERRERREMS
E1848,000,000 B (ZEZF=
fF : 272,000,000 ) RHAE
BTE\BR 639,367,505k ( =&
Z_”%F :533,367,505K) 5T & °

HEINTREARBHERIE 25
TR T 51 T3S %E B B 2 A58
e

(Unaudited)
(RIEES)

Six months ended 31 October,

B8E+RA=+—HILANER

2003 2002
—22=F —
HKS'M HK$'M
BEERT BEBT
Loss for the period AEEEE (48) (272)
Adjustments: S
Exchange losses from obligations BITEREEZ
crystallised under guarantees [ 5 s 18 7 11
Distributions from liquidation of — R At B 1 BB BB P
a former subsidiary BBzaK - (3)
Costs relating to relocation BREKZ
of operations AR - 11
Share of results of an associate DILEE R REE
Impairment loss arising on W - HERRE
property, plant and equipment ZREEE - 198
Tax effect of above items FHEEZBEEE - (32)
Adjusted loss KAREE 41 (87)

QPL INTERNATIONAL HOLDINGS LIMITED




NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

10.

11.

Loss per share (Continued)

The denominators used are the same as those
detailed above for both basic and diluted loss per
share.

The computation of diluted loss per share and
additional loss per share for both periods does not
assume the exercise of the outstanding share options
and warrants of the Company because the exercise
prices of share options and warrants were higher
than the average market price of the Company’s
shares.

Investment properties

The directors consider that there were no material
changes in the market value of the investment
properties since 30 April, 2003.

Property, plant and equipment

Net book value at beginning B FHz
of period/year RENVEE

Additions nE

Impairment loss REEE

Depreciation e

Net book value at end of HKFR2
period/year RENEE

10.

11.

BREIR (#)
REFTE 22 BE ENGEERER
MEEBEME -2 -

HRAR B2 BRERZRER 21T
EEEARARD2FITERS
ML E LW 2 5 R EE
BRENMREFEHRFTERR
NRAIZERERARERSBEIT
1 o

RRME
ESAAREVEZTEBE-FTE=
FHA=THURIEERES -

ME BIERRME

(Unaudited) (Audited)
(RiEER) (BEZ)
Six months ended Year ended
31 October, 30 April,
2003 2003

BE_ST=F HE_TT=
+A=+—H mWA=+H
IER{EA LHEE
HKS'M HK$' M
BHEAT BERBT
339 351
42 36
- (3]
(26) (43)
355 339
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QPL INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE CONDENSED fSHEMEREM:E
FINANCIAL STATEMENTS

12.

Interest in an associate

Share of net assets
Negative goodwill arising from
deemed acquisitions

Net book value at end of
period/year

Market value of shares held by
the Group

TIEEEFRE
REEWBMESE
ZEEE

LIRS 3 v
IREFE

REBARE R G
m{E

Interest in an associate represents the Group’s
interest in 43.05% (30 April, 2003: 43.05%]) of the
issued ordinary share capital of ASAT Holdings Limited
(*ASAT"), a limited company incorporated in the
Cayman Islands 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.

BREAFESR
(Unaudited) (Audited)
(REBEER) (£ER)
31 October, 30 April,
2003 2003
—EZT= —EE=F
+A=+—H MA=+H
HKS'M HK$'M
BEET BHEEBT
212 229
(3) (4]
209 225
1,200 207

Bt N B R IS A S B AT ASAT
Holdings Limited ([#4k32]) 2 21T
EEBRAZ43.05%(ZEF =N
B=+4H :43.05%) - kX AR
FRERSIMUIZBRAT  ER
NEXEZERSHAHREHS R
#(NASDAQ) LT o 8k X R H KB
DNAETERBHBERAAER B E
7& o



NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

12. Interest in an associate [Continued) 12. BiEQATIES (#)
The following details have been extracted from the LUTER B SEMUREEES
condensed consolidated financial statements of ASAT ERMzETERGRR ZEHEEEH
prepared in accordance with accounting principles BH|E

generally accepted in Hong Kong:

Results for the period MR EE

(Unaudited)
(REER)
Six months ended 31 October,
B8E+HA=1+—HIX{EAR

2003 2002
—ET=HE —EECHF
HKS'M HK$'M
BRET BEBT
Turnover =] 718 591
Loss from ordinary activities PRFLAT AR EK
before taxation B
Loss before non-recurring items KT FLEMBEE A ZEE (38) (134)
Impairment loss arising on M WBERRBZ
property, plant and equipment WIEEE - (462)
(38) (596)
Financial position BB ikR
(Unaudited) (Audited)
(REE) (REZ)
31 October, 30 April,
2003 2003
—g2= —EE=HF
+A=+—H mWA=+H
HKS'M HK$'M
BEET BEBT
Non-current assets FRBEE 2984 877 | 4
Current assets RBEE 537 478 g
Current liabilities RBEE (246) (143) | &
Non-current liabilities FERBEME (772) (770]) §
[se]
g
Net assets EEFE 503 542 |
Q
Net assets attributable to AEE DI E
the Group BEEFE 212 229 | &
Z




QPL INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE CONDENSED fSHEMEREM:E
FINANCIAL STATEMENTS

13.

14.

Trade and other receivables

The Group allows a credit period ranging from 30 to
60 days to its trade customers. The following is an
aged analysis of trade receivables at the reporting
date:

Trade receivables B 5 EWMIEA
Within 30 days 30HA
Between 31 and 60 days 312608
Between 61 and S0 days 61290H
Over 90 days c[a)=R>\a

Other receivables H fth FE U FR 18

Trade receivables due from an associate

The Group allows a credit period of 30 to 60 days to
its associate. The following is an aged analysis at the
reporting date:

Within 30 days 30HA
Between 31 and 60 days 312608

13.

14.

WHRHMEKREA
FEERTESEFZ2EESENT
30£60H - @5 BYHIBEBRARE

HEAZBREEDMMAT :

(Unaudited) (Audited)
(RIBE) (R#EZ)
31 October, 30 April,
2003 2003
—®P=F —TT=F
+A=+—H mBE=+H
HKS'M HK$'M
BEAEAT BEAT
15 15
9 8
q 3
9 8
37 34
q 5
41 39

BEBELSZEHRE

AEBHRTHEARNZEEHNAI0
Z60H - REABEAB 2 RE DN
mE

(Unaudited) (Audited)
€35 19 (#EZ)
31 October, 30 April,
2003 2003
—EE2=F —EE=HF
+B=+—H mB=+H
HKS'M HK$'M
BHEAT BERT

22 15

7 8

29 23




NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

15. Trade and other payables 15. BHARHEMBEMRIE
The following is an aged analysis of trade payables at ESRNREBERTIRE A 2R
the reporting date: AT :
(Unaudited) (Audited)
(RBER) (REX)
31 October, 30 April,
2003 2003
—EBB=F —
+A=+—H MA=+H
HKS’'M HK$S'M
BEREERT BEETT
Trade payables B 5 EMANIEA
Within 30 days 30HA 11 12
Between 31 and 60 days 312608 7 9
Between 61 and S0 days 61290H 3 4
Over 90 days S0R K £ 9 14
30 39
Other payables H fth fE 4 5018 34 25
64 64
16. Obligations crystallised under guarantees 16. BiTIRERERE
(Unaudited) (Audited)
(RBER) (REX)
31 October, 30 April,
2003 2003
—BB=F e
+A=+—H mMA=+H
HKS'M HK$S'M
BEREERT BEETT
Payable within one year AR—FRNER
in respect of Z TR
operating lease obligation EERNERE a1 38
industrial grants obligation TRMBAE 68 64
109 102

INTERIM REPORT 2003/04 # B 3R &5




QPL INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE CONDENSED fSHEMEREM:E
FINANCIAL STATEMENTS

16.

17.

Obligations crystallised under guarantees
(Continued)

They represent 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.

The obligations crystallised in respect of operating
leases are interest free and those in respect of
industrial grants bear interest at UK base rate plus
1.5% per annum which are included under the
deposits and accrued expenses amounting to HK$19
million as at 31 October, 2003 (30 April, 2003:
HK$18 million). Both are payable on demand.

Share capital

Authorised: EERAE :
Ordinary shares of HRHEEO0.08E T
HK$0.08 each ZEBR

Redeemable preference share
of HK$0.02 each AR E B R

Issued and fully paid:

Ordinary shares of HK$0.08
each at 1 May and

31 October, 2003 E+A=+—AH

BRE{EOC.02BTZ

EBTRHERK :
SREEO.OBEBTZEER -
R-ZZBE=FHAHF—AH

16.

17.

BiTRERE (#)

1k T3 78 7 T 35 EL 5 B o 1 B AL 2 A
BRAIMESZEEMYIRTXME
Mz ERAEITZEE -

EEMNZERARE  MIXMHER
ZERUREREAN RN 5%z
FRNRFERNE  ZEFNERN=ZZF
=f+HA=+-—H%19,000,000
BRT(ZZEE=ZFNA=1+H:
18,000,000% ) @ Y EFFAEE
REFTEARA o LWMEERFRIGAR
EEBHGEE -

B*x
Nominal
Number of shares Value
B8 H m{E
HKS'M
BEET
1,500,000,000 120
500,000,000 10
639,367,505 51




NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

18. Share premium and reserves 18. K RERGEE
Other
Capital properties Investment  Gooduwill
Share Contributed redemption Capital revaluation revaluation on Accumulated
premium surplus reserve reserve reserve reserve consolidation losses Total
#x RthR  RRES  RoER

kiR  REER @ RMOER  WRER  EfRR ERE  BeHE  RitER L1
HKS'M HKS'M HKSM  HKS'M HKS'M HKS'M HKS'M HKS'M HKS'M
BEET  ERET 2 EHET 0 EAET 2 EEET 0 EAET BRI HEER EEET

Balance at 1 May, 2002 W-ZR-FRA-AZER

- as previously reported  — 1R 25 1,416 40 12 9 73 - 45) (727) 778
- prior period adjustment - BEELHE
in respect of deferred pAIE]
taxation (Note 1) BE (W) - - - - 6) - - 3 3

- as restated -MEJ 1,416 40 12 9 67 - (45) (724) 775
Deficit on revaluation EftHE - - - - - 13) - - 13)
Loss for the period BREE - - - - - - - (272) (272)
Balance at 31 October, ~ WZ=ER=%+H=1-A

2002, as restated 28 WES 1,416 40 12 9 67 (13) (45) (996) 430
Loss for the period BREE - - - - - - - (205) (205)
Shares issued at a premium WEERTZRH 152 - - - - - - - 152
Share issue expenses BRHE (10 - - - - - - - (10
Deficit on revaluation EffHE - - - - - (1 - - (1
Impairment loss on 1#EEFZ

land and buildings HEFE - - - - ] - - - 0
Balance at 30 April, 2003, W=ZE=§MB=1A

as restated 2G4 ME) 1,558 40 1?2 9 66 (14] (45)  (1,201) 425
Loss for the period BrER - - - - - - - (48) (48)
Balance at RZSBZE+AZ+-A

31 Octoher, 2003 k41 1,558 40 12 9 66 (14) (45) (1,249) 377
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QPL INTERNATIONAL HOLDINGS LIMITED

Borrowings

Secured long term bank REEFERRD
loans repayable RITER
within one year —FR
between two and five years —EEEFER
Other unsecured long term loans  ZE{&E H K 3§
repayable (Note) REBER (M)
within one year —FR
between two and five years —ERFR

Less: Amount due within one year & - B—FREHFIE

shown under current REEEZ
liabilities FRIE

During the current period, the Group raised new
borrowings of HK$72 million and repaid bank loans
of HK$16 million.

Note: These other loans, for which the Company provided
corporate guarantees, are unsecured, denominated
in Renminbi and carry interest at commercial
rates. One of the loans of Renminbi 25 million
(approximately HK$24 million) was originally
repayable by Renminbi 2 million in May 2004
and Renminbi 23 million in June 2004 and was
re-scheduled in January 2004 to be due in January
2005. The rest are repayable by instalments up
to 3 years.

NOTES TO THE CONDENSED fSHEMEREM:E
FINANCIAL STATEMENTS

-0
(Unaudited) (Audited)
(REBEER) (FER)
31 October, 30 April,
2003 2003
—EZT= —EE=F
+A=+—H MA=+H
HKS'M HK$'M
BEET BHEEBT
59 44
91 112
150 156
31 -
31 -
62 -
212 156
(90) (44)
122 112

rHE O AEBEEHEE
72,000,000% 7t » ZEERIITE
#16,000,000#% 7t °

MizE : WEHRMBERRBEADTRALD
AERIN - TR - LARY
REURRBERFZAE - A
—% AR#%25,000,0007t 2
B (#24,000,000% ) 7
ER-ZZZNFAAEEAR
#:2,000,000t KA =ZE M
FRAEEARE23,000,000
T EER-ZEZRNE-RE
FZHREZE_ZSTHE—A
- HBRAN=ZF RN HE
= o



NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

20. Capital commitments 20. B/XRiE
At the balance sheet date, the Group had outstanding REER  REBEREBITZEREIE
capital commitments as follows: wr
(Unaudited) (Audited)
(RIBER) (RER)
31 October, 30 April,
2003 2003
—E®= —EEZ=HF
+A=+—H mMA=+H
HKS'M HK$'M
BEERT BEAETT
Capital expenditure in respect of HEEBECRERIINZ
acquisition of property, plant and  #% - #28K
equipment authorised and BB ZERREX
contracted for 40 5
21. Pledge of assets 21. EEEW

At the balance sheet date, REEH

(a) In connection with the disposal of a 50% (a) REBZE-—=SZTEEWA=+H
interest in ASAT during the year ended 30 April, LFERNHERK T 250%
2000, the Group indemnified the acquiring BREH  AKED—RUE
investor group for various tax liabilities of the BREEEBEIRIPEMES T4
ASAT group by pledging its shares in ASAT to WX R CEE S
the investor group. The pledge initially applies BEREBEEEMOREEEBE
to 70% of the Group’s interest in ASAT and HEEERRE o EIRHREGA
decreases in stages to 0% over six years SEEREMKR 270%E
(subject to any tax indemnification amounts #w HBS RNEBDSHEO%
arising prior to the expiration of the six year (RFAFHERATHIR ZE
period and remaining outstanding upon 1] %5 78 BE (B R 3% N AN HA R FEom
expiration of this period). Approximately a 14% BFZBRFME) o 8914% (=
(30 April, 2003: 14%) interest in ASAT was FEE=ZFMA=+H : 14%)
pledged to the investor group. ZERIERCIRFTRES

£H -

(b)  All the Group’s properties in Hong Kong, (b) FBEAKEZEBYE - L
approximately a 9% (30 April, 2003: 9%) % (ZEE=FNA=1+H: :j;
interest in ASAT, a bank balance of HK$18 9%) 2 MR~ RITHESR | R
million (30 April, 2003: HK$18 million), trade 18,000,000 T (ZE&= E
receivables of HK$19 million (30 April, 2003: FWMA=+A : 18,000,000 §
HK$21 million), a floating charge on rental Br) c BEFEWRMIE §
income of the Group and certain plant and 19,000,000 T (=2Z= | &
machinery at a net book value of HK$15 million FWA=+H : 21,000,000 ﬁ%
(30 April, 2003: nil) were pledged to secure BT AEBEEWRAFE ;
the bank loans granted to the Group. ZEBALTRERFE E

15,000,000 7T (=22= | £
FWNA=+H:B) 2B TH

RREWICER - ERAE
EERRITERZER -



QPL INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

21. Pledge of assets [(Continued)

At 31 October, 2003, certain securities
including the first legal charge of the Group’s
properties in Hong Kong and a floating charge
on the Group’s rental income charged under a
standby letter of credit issued by a bank to
certain bankers and finance lease companies
for banking and credit facilities granted to a
former subsidiary, which was reduced to nil at
30 April, 2003, are still in the process of
being released by the bank.

22. Contingent liabilities

At the balance sheet date, the Group has the following
contingent liabilities:

(a)

(b)

Cheques discounted with (a)
a bank 3=
In June 2001, the French tax authorities, after
carrying out a tax examination of ASAT S.A.
for the accounting period from 1 May, 1996
to 13 April, 2000, claimed and challenged the
validity of the Group’s inter-company debt
transfers and the deductibility of stock
allowances made in previous years. The Group
undertook to indemnify all tax liabilities that will
be charged to ASAT S.A. before the disposal
to ASAT. The Company has received legal advice
that ASAT S.A. has sufficient unutilised tax
losses to offset any potential tax liability arising
from the non-deductibility of stock allowances
and it has a good defence to the former claim
by obtaining the certified documentation from
the relevant tax authority. Accordingly, based
on independent legal advice, the directors are
of the opinion that no provision for loss is
required to be made in the financial statements

at this stage.
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NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

22.

Contingent liabilities (Continued)

(c)

On 9 April, 2003, ASAT initiated a lawsuit
against Motorola, Inc. (“Motorola”) in the United
States District Court for the Northern District
of California by filing a complaint for Declaratory
Relief in a contract dispute arising out of the
interpretation of certain defined terms in a
patent cross license entered into between
Motorola and the Company on 1 October, 1993
(the “Immunity Agreement”). The dispute relates
to the understanding of the parties regarding
the scope and range of royalty bearing
assembled products covered in the Immunity
Agreement. On 10 April, 2003, Motorola filed
an essentially identical complaint naming the
Company and ASAT as co-defendants in the
United States District Court for the Northern
District of lllinais. In its lawsuit in the Northern
District of lllinois, Motorola is alleging that the
Company and ASAT owe approximately US$8
million in back due royalties and that Motorola
is entitled to receive additional interest at the
rate of one percent per month on the alleged
unpaid royalties. The Company and ASAT deny
the allegations that they owe Motorola additional
royalties in any amount beyond those already
paid under the Immunity Agreement and the
Company and ASAT intend to vigorously defend
the litigation in the Northern District of
California and to seek to have the litigation
stayed in the Northern District of lllinois.

ASAT has succeeded in its motion to dismiss
Motorola’s suit in Northern District of lllinois
as a result of which Motorola has to properly
state a claim against ASAT and the Company
in California. On 24 September, 2003, pursuant
to a Motion to Dismiss filed by ASAT, the
Magistrate Judge dismissed Motorola's First
Amended Crossclaim but allowed Motorola to
file a further amended claim. On 30 October,
2003, Motorola filed a Second Amended
Crossclaim again naming the Company and
ASAT as cross-defendants. The allegations in
the Second Amended Crossclaim against the
Company are essentially unchanged, Motorola
has not yet served the Company. On 26
November, 2003, ASAT filed a Motion to
Dismiss Motorola’'s Second Amended
Crossclaim. A hearing on that motion was heard
on 7 January, 2004 the outcome of which is
still pending.
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QPL INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE CONDENSED fEHMEREM:E
FINANCIAL STATEMENTS

22.

23.

Contingent liabilities (Continued)

(c) (Continued)

The Group believes that it is too early to assess
the range of possible liability at this stage, if
any, and no amount has been provided for such
matters in the condensed consolidated financial

statements.

Related party transactions

In the ordinary course of business, the Group entered
into the following related party transactions.

ASAT group (Note)

SR EE (AfaE)

Sales of integrated circuit HEEREK
leadframes, heatsinks SI4R1E - AR
and stiffeners B2 hnoR AR R iR i
and provision of assembly 2% Fig BRI 5,
and testing services PR %

Rental income in respect of HEYEZES
lease of properties A

Reimbursement of chemical HWELBEREE
waste disposal costs B R R

Note:

Sales of integrated circuit leadframes, heatsinks and
stiffeners and provision of assembly and testing services
were carried out at market prices plus a premium of
not less than 5%.

Rental income is determined based on prevailing
market rent when the tenancy agreement was agreed
between the parties.

Reimbursement of chemical waste disposal costs
represented an allocation of the cost of the relevant
departments.

23.
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