CHAIRMAN'S STATEMENT
Financial Results

The Group’s unaudited consolidated turnover has shown
a 64% increase from approximately HK$210.5 million
for the six months ended 30 September 2003 (“the
Previous Period”) to approximately HK$345.2 million for
the six months ended 30 June 2004 (“the Period Under
Review”). The net profit for the Period Under Review was
HK$43.4 million compared to a loss of HK$38.0 million
for the Previous Period, a record improvement.

The basic earnings per share for the Period Under Review
was HK15.7 cents (the Previous Period: basic loss per
share HK13.7 cents). The diluted earnings per share for
the Period Under Review was HK14.0 cents (the Previous
Period: N/A).

Interim Dividend

The Directors do not recommend the payment of an
interim dividend for the six months ended 30 June 2004
(the Previous Period: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

PAL Group (electroplating equipment and surface
finishing equipment)

The turnover for the Period Under Review was HK$264.6
million representing a record growth of 142% compared
to the Previous Period. The operating net profit was
HK$40.8 million for the Period Under Review compared
to HK$2.2 million for the Pervious Period. The turnaround
is greatly attributable by the regain of consumer
confidence since quarter three of 2003.

The shift to high density interconnect (HDI) in Asian-
pacific region has forced the customers to replace their
machinery. Our newly launched machine MCP-PAL
provides a cost effective solution to our customers. As
the MCP-PAL is a continuous in-line processing machine,
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every panel is subject to the same plating conditions,
giving greater consistency than in the traditional plating
equipment. This machine type is so successful that it
alone represents close to 50% of our electroplating sales.
Since its launch in March 2003, we have added various
new features to it. All these innovative ideas came not
just from our New Technologies (“NT”) and New Product
Development (“NPD”) teams but also from our life-long
customers. Since we are able to deliver advanced
solutions and technology, our customer list includes most
of the top market players in their respective fields.

In 2003, we reported that a Surface Finishing Group was
established to concentrate exclusively on the marketing
and project engineering for this market sector. This move
was made when the Company was facing a quiet season.
However, with the mighty drive of the team, the business
ramps up so quickly that the business revenue generated
from this team represents close to 20% of the
electroplating sales. Our customers are now giving great
pressure to our sales team for quotes and for finalizing
technical specification. The busy period is brought by
the trend that major automotive makers are setting up
plants in India, China and South-East-Asia countries.
They want to be close to their potential customer groups
as they believe the increasing general income level in
these countries means purchasing force in buying new
motor-cycles and cars. By the time this report reaches
you, we will be shipping a machine which is worth US$3
millions to a Japanese customer who sets up a car
factory in Wuxi. While business pace in US and Europe
remain slow in printed circuit boards, it is not so in the
surface finishing industries where a number of major
projects are coming to fruition.

As reported in the announcement dated 2 February 2004,
we have rented a new factory building for local sales in
the PRC market. A company is formed named Process
Automation (China) Ltd. This new factory is only 10
minutes drive from the existing one. The total floor area
is approximately 4,900 sg.m.
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Our long-term commitment to investing into new
technologies continues. We have increased the
workforce by 50% in our NT and NPD departments when
our overall workforce is increased by 30%.

The general problem of electricity shortage in Mainland
China does not affect us much. Our factory was set up
in Longhua Industrial Zone, which is a well planned and
well established industrial area. Even though our factory
is subject to one day shut down, with the back up
generator, our factory is still operating full week. The
increase in oil price does have an effect on our material
cost but through effort of our purchasing team, the effect
is controlled to a minimal.

We believe that the demand of printed circuit board has
gradually stabilized. We shall continue our strategy to
broaden PAL's product range by seeking opportunities
to produce equipment under license or joint venture
agreements. It is our long term drive to stay ahead in the
industry and to provide excellent services to our
customers.

Other Businesses

IML Group (wet processing equipment for PCB and
FPD markets)

Although IML ceases to be the subsidiary for the Group
during the Period Under Review, its turnover still represent
approximately 15.6% of the Group turnover upto the date
of disposal. Incorporated in the Group net profit for the
period was approximately HK$6 million attributable to
IML. Our market shares in the FPD equipment is growing
and we will remain as the biggest handling equipment
provider in Taiwan.
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Timber Trading

The Timber trading business continues as normal and is
bringing in positive cashflow to the Group.

Outlook

With the return of consumer confidence in spending, the
demand in consumer and telecommunication products
will drive the demand of PCB upwards and our
downstream customers would require new electroplating
equipment to meet its increased productions
requirement. In addition, with the strong Euro and high
manufacturing cost in Japan, a lot of companies decide
to relocate their manufacturing bases in Europe and
Japan to developing countries such as China, India and
Vietnam. This will bring enormous opportunities to our
electroplating and plating equipment business. Although
the general interest level in most of the countries is
expected to increase, the increased percentage will be
moderate. As such, there should not be any material
negative effect on the investment sentiment of our
customers. We are fairly optimistic that the Group will
continue to generate steady profit for the rest of the year.

Material disposal of subsidiaries and associates

On 27 January 2004, the Group entered into a sale
agreement to dispose 8.6 million shares in Intech
Machines Company Limited (the “IML”) at NT$8.5
(equivalent to about HK$2.024) per share. IML is
incorporated in Taiwan with limited liability and the shares
of which are listed on the Stock Exchange of Taiwan. It
is principally engaged in the design, manufacture, and
sale of custom built horizontal wet processing equipment
and other automation machinery. Before the disposal,
the Group held approximately 50.02% interest in IML
and accounted for the interest in IML as subsidiary in its

Interim Report 2004

KHES
AMESEBEBIERLE - WRANER
mRR U o

RZ

BEEHBEEREBREL  HEMEAE
i 2 F S B DRI AR 2 Sk 7T
N EPEEENERREATAEE
B3R o S BUTHRB R AREER RS
5 BAEAR A FIATE HERBUN R AR
ZHEEMEERTE - EREEEE
RAPBIR o IS A B ERRE
BRI « 3R - KEDBIRZE
RERREEASEEN  HERADL
RHERRA » Bt - YARKERF 2RE
REETGEEMERNTHMEE - NEE
HRNFARTRESEEELRTEZF
B RRR%E -

HBAGANBE NG ZEAHE

RoZTFE—H-++H  REEZES
— RS - WEIRITA 8.5 (B4
FEE2.02470) HERERHE RN EIR AR
([E8B])z8.6EEMK - HEREAEK
YHBERAR - ERMDREEBESZSAT
b EFENERELE KM
BUERHE 2K F BRI AT
B8k - REERT - AEERBERED
50.02% 4% @ sxiES I B REATIE
MB AR - EHERETNK - BI=F
TZNEMNA—H  AEBHEEH



financial statements. Upon completion of the sale
agreement, which was 1 April 2004, the Group held
approximately 30.8% interest in IML and as such IML
ceases to be a subsidiary of the Group and its results
will cease to be consolidated in the accounts of the Group
immediately following the completion of the transaction.

In May and June 2004, the Group had further disposed
995,000 shares in IML in the open market. The Group
currently holds approximately 28.6% interest in IML and
accounts for the interest in IML as an associate in its
financial statements using equity method.

On 19 January 2004, the Group entered into an
agreement to dispose 40 shares in Asia Vigour (Holdings)
Limited (the “AVPH") for a consideration of HK$2.5
million. The 40 shares in question represent 40% interest
in AVPH. AVPH is an investment holding company and
its only asset is a wholly owned subsidiary named Vigour
Entertainment Company Limited (the “VEC”). VEC is
principally engaged in the business of promoting and
organizing live concert shows. According to the
agreement, the Group was required to dispose 18 shares
in AVPH to one of the key management members in VEC
before the completion (the “Management Sale Shares”).
The Management Sale Shares represent 18% interest in
AVPH and was disposed on 17 February 2004. On 5
March 2004, the Group completed the disposal of 40
shares in accordance with the terms of the agreement.
Before the disposals, the Group held 100% interest in
AVPH and accounted for the interest in AVPH as
subsidiary in its financial statements. After the disposals,
AVPH ceases to be a subsidiary of the Group and its
results will cease to be consolidated in the accounts of
the Group immediately following the completion of the
transactions.

The Group currently holds approximately 42% interest
in AVPH and accounts for the interest in AVPH as an
associate in its financial statements using equity method.
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Financial Review
Capital Structure, Liquidity and Financial Resources

As at 30 June 2004, the Group had net assets of
approximately HK$183.2 million. The gearing ratio was
57.4% (31 December 2003: 60.6%). This gearing ratio
is calculated by dividing total liabilities of HK$262.1 million
(31 December 2003: HK$275.1 million) over total assets
of HK$456.3 million (31 December 2003: HK$454.0
million).

As at 30 June 2004, the Group had approximately $78.9
million of cash on hand, net current assets value being
approximately HK$101.8 million, short-term bank loan
amounted to HK$16.2 million, convertible note amounted
to HK$30 million and obligations under finance leases
approximately HK$0.6 million. The total borrowing was
therefore HK$46.8 million, a decrease from 31 December
2003 of $86.6 million.

As at 30 June 2004, the Group has pledged its land and
buildings in PRC with an aggregate net book value of
approximately HK$44.3 million (31 December 2003:
HK$44.8 million) and bank deposits of approximately
HK$4.5 million (31 December 2003: HK$3.6 million) to
secure banking facilities of approximately Hk$26.5 million
(31 December 2003: HK$26.5 million) to the Group. Out
of the facilities available, the Group has utilised
approximately HK$11.8 million as at 30 June 2004.

Most of the bank borrowing is charged at prevailing prime
rate in the countries where the Company’s subsidiaries
are operating in.

Most of the assets and liabilities in the Group were mainly
dominated in US dollars and HK dollars. Since HK dollars
are packed against US dollars, the Group is subject to
low risk of foreign exchange exposure.
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Contingent Liabilities

As at 30 June 2004, the Company had guarantee of
approximately HK$19.0 million (31 December 2003:
HK$19.5 million) to a bank in respect of banking facilities
granted to a subsidiary of the Company. The amount
utilised by the subsidiary was approximately HK$0.3
million (31 December 2003: HK$9.6 million).

Employees and Remuneration Policies

As at 30 June 2004, the Group had approximately 710
employees. Employees are remunerated based on
performance, experience and industry practice.
Performance related bonuses are granted on
discretionary basis. Other employee benefits included
pension fund, insurance and medical coverage.

Appreciation

On behalf of the Board, | would like to thank our
customers, bankers, suppliers and friends for their kind
support and to thank especially our staff at all levels for
their contribution and commitment over the period.

By order of the Board
Lam Kwok Yan

Chairman

Hong Kong, 6 September 2004
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