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ASM PACIFIC TECHNOLOGY LIMITED 
(Incorporated in the Cayman Islands with limited liability) 
ANNOUNCEMENT OF 2001 AUDITED RESULTS YEAR ENDED 31ST DECEMBER 2001
The Directors of ASM Pacific Technology Limited are pleased to make the following announcement.

RESULTS

We are pleased to report that ASM Pacific Technology Limited and its subsidiaries (the “Group” or “ASM”) achieved turnover amounting to HK$1,560,227,000 in the fiscal year ended 31st December 2001, representing a decrease of 60.9% as compared with HK$3,989,130,000 for the previous year. The Group's consolidated net profit after tax for the year is HK$231,246,000, which is also 78.6% less than the previous year's net profit of HK$1,080,183,000. Basic earnings per share for the year amounted to HK$0.61 (2000: HK$2.86).

DIVIDEND

An interim dividend of HK$0.36 (2000: HK$0.30) per share was paid in August 2001. Having established a solid foundation in the microelectronics market, the Group intends to further its organic growth path in the near term. With no short term need for major cash outlay and in view of our strong liquidity and rising equity base, the Board of Directors have decided to recommend a final dividend of HK$0.64 (2000: HK$0.85) per share payable on or around 23rd April 2002, making a total payment of HK$1.00 (2000: HK$1.15) per share for the year ended 31st December 2001. This translates into a 62.3% dividend payout ratio for the combined 2000–2001 periods, and represents a prudent decision to return current excessive cash holdings to our shareholders while continuing to operate the Group with the optimum shareholder fund.

FINANCIAL HIGHLIGHTS


Year ended 31st December


2001
2000


HK$'000
HK$'000





Turnover
1,560,227
3,989,130 

Cost of sales
(930,038)
(2,171,732)





Gross profit
630,189
1,817,398 

Other revenue
28,156
32,519 

Selling expenses
(138,720)
(281,564)

General and administrative expenses
(103,944)
(170,520)

Research and development expenses, net 
(166,400)
(219,486)





Profit from operations
249,281
1,178,347

Finance costs
(155)
(3,132)





Profit before taxation
249,126
1,175,215

Taxation
(17,880)
(95,032)





Net profit for the year
231,246
1,080,183





Dividends
380,926
436,509





Earnings per share







— Basic
HK$0.61
HK$2.86





— Diluted
HK$0.61
HK$2.85

NOTES:

1. 
Segment information

Segment turnover and results

By business segments


Year ended 31st December


2001
2000


HK$'000
HK$'000





Revenue



Equipment
1,241,926
3,404,859

Leadframe
318,301
584,271






1,560,227
3,989,130





Result



Equipment
224,082
1,096,867

Leadframe
2,987
56,305






227,069
1,153,172

Unallocated corporate income
22,212
25,175





Profit from operations
249,281
1,178,347

Finance costs
(155)
(3,132)





Profit before taxation
249,126
1,175,215

Taxation
(17,880)
(95,032)





Net profit for the year
231,246
1,080,183

By geographical segments



Turnover
Profit from operations



Year ended 31st December
Year ended 31st December



2001 
2000 
2001 
2000



HK$'000
HK$'000
HK$'000
HK$'000








a.
Location of operation













People's Republic 
of China (“PRC”)
1,036,803
1,858,058 
186,859
502,308 


Singapore and Malaysia
523,424
2,131,072 
40,210
650,864 










1,560,227
3,989,130 
227,069
1,153,172 









Unallocated corporate income


22,212
25,175









Profit from operations


249,281
1,178,347

















Turnover
Year ended 31st December



2001
2000



HK$'000
HK$'000











b.
Location of market









Taiwan
260,120
714,731


Malaysia
232,727
919,582


Mainland China
206,116
269,109


Singapore
157,529
294,391


Philippines
140,076
456,767


Hong Kong
117,745
183,317


Thailand
106,455
384,025


Japan
96,934
65,931


Europe
79,592
161,453


Korea
79,395
367,709


United States
58,018
122,236


Others
25,520
49,879








1,560,227
3,989,130

Contribution to profit by geographical market has not been presented as the contribution to profit from each market is substantially in line with the overall Group ratio of profit to turnover.

2. 
Depreciation

During the year, depreciation of HK$151.8 million (2000: HK$180.9 million) was charged in respect of the Group's property, plant and equipment.

3. 
Taxation


Year ended 31st December


2001
2000


HK$'000
HK$'000





The charge comprises:







Hong Kong:



Profits Tax calculated at 16% of the estimated assessable 
profit for the year
15,220
80,324

Overprovision in prior years
(380)
(118)






14,840
80,206

Taxation in other jurisdictions
4,251
7,931






19,091
88,137

Deferred taxation (credit) charge
(1,211)
6,895






17,880
95,032

Taxation in other jurisdictions is calculated at the rates prevailing in the respective jurisdictions, including other parts of the PRC excluding Hong Kong and overseas.

The Group's profit arising from the manufacture of semiconductor equipment and materials in Singapore is non-taxable under a tax incentive scheme granted by the Singapore tax authority. The original tax exemption applies to profits arising for a period of 10 years from 1st January 1992 and expired on 31st December 2001. During the year, the Group's Singapore operation has obtained tax incentive covering certain new products under the Manufacturing Headquarters status for a term of 10 years, subject to the fulfillment of certain criteria during such period, from 1st January 2001.

Deferred taxation is provided on timing differences that, in the opinion of the Directors, are expected to crystallize in the foreseeable future, after taking into consideration the medium term financial plans and projections.

The amount of deferred taxation (credit) charge for the year is as follows:


Year ended 31st December


2001
2000


HK$'000
HK$'000





Tax effect of timing differences attributable to:



Difference between depreciation allowances for tax purposes and depreciation charged in the financial statements
(2,040)
19,820

Taxation losses
(1,164)
(7,671)

Other timing differences
1,993
(5,254)






(1,211)
6,895

4. 
Earnings per share

The calculation of the basic and diluted earnings per share is based on the following data:


Year ended 31st December


2001
2000


HK$'000
HK$'000





Earnings for the purpose of basic and diluted earnings per share
231,246
1,080,183






Number of shares 
(in thousand)





Weighted average number of ordinary shares for the purpose of basic earnings per share
379,868
377,858





Effect of dilutive potential ordinary shares from Employee Share Incentive Scheme
1,509
1,538





Weighted average number of ordinary shares for the purpose of diluted earnings per share
381,377
379,396

REVIEW

In spite of the ongoing harsh business environment in the semiconductor industry, ASM, alone among the leading players in its space, remained profitable in 2001 although with a reduced turnover of US$200 million. Return on capital employed and on sales were 13.5% and 14.6% respectively. This was largely due to the solid foundation laid over the years by the diversification of our product and application markets, an efficient cost structure and successful introductions of new product lines. In 2001 sales attributable to our five largest customers combined were less than 30% of our total, evidence of our successful “diversified market” strategy.

Still, 2001 was a difficult year for the electronics industry. Every sector of its supply chain was deeply affected. Started by the correction of excessive inventories amassed in year 2000, accelerated by the slowing world economy and the events on 11th September, the slowdown has become the fastest and steepest downturn in the history of the semiconductor industry. Analysts estimate there was a 20% decline in IC unit volume and around 32% drop in revenue (SIA, IC Insights, VLSI Research and WSTS). Capital investment, especially for IC assembly equipment, came to a screeching halt in the first quarter. According to data published by our leading bonder competitors and SEAJ, their assembly equipment turnover dropped by more than 70% as compared with the previous year.

Naturally ASM was not immune to such a major industry fluctuation. In 2001 we outperformed the assembly equipment industry leader in revenue change and surpassed their sales during the first quarter, but our equipment revenue which ranks 2nd in the world was still down by 63.5% as compared with the previous year. On hand order backlog, which stood at US$120 million at the beginning of the year, was reduced to just over US$20 million as of 31st December 2001, due to weak inflows and some cancellations during the year.

However, an industry slowdown represents the best window of opportunity to broaden our customer base and expand sales to existing customers with our new products. As happened during the 1998 slowdown, the soft period is giving ASM the chance to cultivate new customers and gain market share. After many months of extensive field evaluations based on our AB339 Eagle demonstration machines, we received initial orders from four new customers during the 4th quarter, based in Taiwan, Singapore and Indonesia. The machines' superior process capabilities, throughput and stability, as well as ASM's technical support, enabled us to capture these customers who use the AB339 Eagle wire bonders for state-of-the-art 50-60 microns pad pitch bonding.

Indeed, reflecting customer satisfaction and market acceptance, our AB339 Eagle gold wire bonder received the Semiconductor International Editors' Choice Best Products Award in 2001 for the second time in its successive generation. We also received plaudits from other sources in addition to recognition by our industry and customers: the Singapore Government acknowledged ASM's past achievements and long term commitment to Singapore by awarding us the prestigious Manufacturing Headquarters (MHQ) status and its associated incentives.

During the last year new products and new generation machines were launched according to schedule. We have delivered a number of machines to customers for performance evaluations, including the high speed, innovative IC die bonders capable of handling 300 mm. and 200 mm. wafers and the high precision, eutectic solder process bonders for `flip chip in package' applications. Our unique small footprint integrated ball placement, reflow and cleaning system and a multi-site test handler were also shipped for customer benchmarking. Furthermore, the new generation IDEALine, based on the twin Eagle and some advanced concepts, was sent for beta site testing. These exciting new products are expected to start generating revenue in 2002.

While we made every effort to cut our operating costs last year — including fixed costs like salary, fringes, rental and production headcount — we made no compromise on our technology and product developments or our efforts at market penetration. R&D expenses, net of a HK$3.5 million Singapore Government research grant subsidy, amounted to HK$166.4 million, representing 13.4% of our equipment sales. Capital investments, which cover R&D analytical tools and equipment, information systems and some prudent machinery purchases to enhance production capabilities, amounted to HK$153 million (20% below our previous plan). Capital investment planned for 2002 is HK$150 million.

With the major change in our gold wire bonder production run rate from late year 2000 and for most of 2001, inventory turnover based on current year sales was less than desirable. Fortunately this abrupt schedule change coincided with our transition to the new Eagle wire bonder planned for the 4th quarter of 2000. With no obsolescence risk, these Eagle related raw materials and work-in-process are expected to clear during 2002. Even though we had to prepare materials for the pilot production of our new flip chip bonder, 300 mm IC die bonder and our integrated ball placement, reflow and cleaning system during the latter part of the year, our total inventory was reduced by 12% to HK$607 million at year-end. The enterprise resource planning (ERP) software, which has been widely implemented within ASM worldwide, has proved a valuable tool in streamlining our logistics and management information systems.

LIQUIDITY AND FINANCIAL RESOURCES

The Group's shareholders' funds decreased to HK$1,829,047,000 as at 31st December 2001 (2000: HK$2,093,600,000). As there were no long term borrowing, gearing of the Group was zero, the same as the past year.

Although HK$459.5 million was paid as dividend and HK$153 million spent in capital investment during the twelve-month period, due to strong positive cash flow, cash on hand at 31st December 2001 was slightly reduced to HK$478,487,000 (2000: HK$648,804,000). In fact, the majority of capital investments were funded by the current year depreciation of HK$151.8 million.

Except for a JPY479 million loan raised in July 2001 to hedge against our yen-based assets' exposure to currency fluctuation, with no other bank borrowing, this resulted in an all bank debt to equity ratio of only 1.6%. Current ratio significantly improved to 4.39. Receivables were tightly monitored during the year, resulting in 65 days sales outstanding (2000: 65 days).

The Group has minimal currency exposure as the majority of all sales were denominated in US dollars. On the other hand, its disbursements were mainly in US dollar, Hong Kong dollar, Singapore dollar and Renminbi. The limited yen-based receivables were covered by some accounts payables in yen to Japanese vendors and the hedging loan as stated above.

HUMAN RESOURCES

The Group adopts a competitive remuneration package for its employees. Aside from salary payments, other benefits include contributions to provident fund schemes and medical subsidies. In addition, based on the Group's financial results and individual performance, discretionary bonus and incentive shares may be granted to eligible staff. In general, salary review is conducted annually. The Group is committed to continue its rigorous staff development and training programs.

As at 31st December 2001, the total headcount of the Group worldwide was approximately 5,000 people.

PROSPECTS

As reflected by several companies' recently reported figures, rising utilisation of wafer foundries and sales of consumables, semiconductor assembly factories passed through their trough during the 4th quarter. Although overshadowed by the weak world economy, SIA predicts the semiconductor industry will rebound slightly by 6% in 2002, followed by strong double-digit growth in the subsequent two years. Electronic Trend Publication (ETP) has projected integrated circuits (IC) output to rise by 10% in 2002, while packaging material revenue is expected to increase by 11% according to SEMI.

The assembly equipment market usually lags behind customers' activities but leads the other semiconductor equipment sectors like wafer processing equipment by a few months. VLSI Research forecasts it will experience a marginal gain of 1% in 2002, followed by a strong year in 2003 with 50% growth. Most industry participants expect a slow first half and an increased uptake in business activities starting mid-2002.

Although we began the year with an eroded order backlog, ASM's management believes industry will continue to make investments related to enhanced technology such as finer pad pitch wire bonders to meet ever increasing die shrink requirements. In addition to technology buys, customers also need to invest in equipment to cope with new package types like QFN and flip chip. While the first few months should prove challenging times, with our diversified products, improved market position and a strong balance sheet, we believe ASM will weather the long winter and come out of the slowdown better than our competitors.

In addition to having our customers testing our completely rejuvenated product portfolio, to maintain our leadership in fine pitch wire bonders we will introduce our enhanced version of the Eagle wire bonder — the Eagle 60 — by the end of the first quarter. Featuring 15-20% productivity gain over current generation machine, the Eagle 60 is expected to further ease looping control, off-line programming and portability demands. Further development to achieve even better output per given floor space is in our roadmap, to ensure ASM is well-positioned for the market upturn.

Having participated in the photonics industry during the last three years with our laser diode die and wire bonders, ASM has also made a commitment to develop an optical fibre alignment and welding machine capable of sub-micron accuracy. We anticipate the first prototype to be ready by end of this year, to further our penetration and support of this rising optical communication component industry.

Our strategy of providing packaging development support to customers has produced dividends in the chip scale package area. Apart from becoming the customers' QFN leadframe supplier, this value-added service has enabled ASM to open some doors for our other assembly equipment. We intend to capitalize on this strategy and beef up our packaging development team, providing further solutions to customers in the flip chip arena.

Similarly, our factory automation solution helps to cement ASM's working relationship with customers. Our closely integrated new product introductions also aid the forging of closer ties to strategic clients. To help customers make the best use of their capital investments, ASM has committed R&D resources to develop equipment management software — the IDEALnet — as a management tool for customers to track equipment performance, gain remote access to information and diagnostic, as well as providing them with a vehicle to improve their machine Overall Equipment Effectiveness (OEE).

With additional R&D projects like equipment management software, flip chip packaging development and the optical fibre alignment machine, our R&D spending is expected to rise moderately. Aside from leading edge products, ASM can truly differentiate itself from its competitors in its total solution approach to customers' business needs, a strategy that rivals cannot imitate easily.

PURCHASE, SALE OR REDEMPTION OF SHARES

There has been no purchase, sale or redemption of shares of the Company by the Company or any of its subsidiaries during the year.

PUBLICATION OF DETAILED RESULTS ANNOUNCEMENT ON THE EXCHANGE'S WEBSITE

A detailed results announcement containing all the information required by paragraphs 45(1) to 45(3) of Appendix 16 of the Rules Governing The Listing of Securities on The Stock Exchange of Hong Kong Limited (“the Exchange”) will be subsequently published on the Exchange's website in due course.

ANNUAL GENERAL MEETING

An annual general meeting of the Company will be convened on 22nd April 2002. An annual report of the Company containing a notice of the meeting will be despatched to the shareholders.


On behalf of the Board 
Patrick Lam See Pong 
Director

Hong Kong, 7th February 2002

NOTICE OF ANNUAL GENERAL MEETING
NOTICE IS HEREBY GIVEN that the annual general meeting of ASM Pacific Technology Limited (the “Company”) will be held at Salon 3 (Level 3), JW Marriott Hotel, Pacific Place, 88 Queensway, Hong Kong on Monday, 22nd April 2002 at 3:30 p.m. for the following purposes:

1. 
To receive, consider and adopt the audited Financial Statements and the Reports of the Directors and Auditors for the year ended 31st December 2001.
2. 
To declare a final dividend of HK$0.64 per share for the year ended 31st December 2001.
3. 
To elect director and authorise the board of directors to fix the directors' remuneration.
4. 
To re-appoint the auditors and to authorise the board of directors to fix their remuneration.

5. 
As special business, to consider and, if thought fit, pass the following resolutions as ordinary resolutions:
A. 
“That: 

(a) 
subject to paragraph (c) of this resolution and without prejudice to resolution 5C set out in the Notice of this meeting, the exercise by the directors of the Company during the Relevant Period (as defined in paragraph (d) of this resolution) of all the powers of the Company to allot, issue and deal with additional shares in the capital of the Company and to make or grant offers, agreements and options and issue other securities convertible into shares which might require the exercise of such power be and is hereby generally and unconditionally approved;
(b) 
the approval in paragraph (a) of this resolution shall authorise the directors of the Company during the Relevant Period to make or grant offers, agreements and options and issue other securities convertible into shares which might require the exercise of such power after the end of the Relevant Period;
(c) 
the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to an option or otherwise) by the directors of the Company pursuant to the approval in paragraph (a) of this resolution, otherwise than pursuant to a Rights Issue shall not exceed 20 per cent of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of this resolution and the said approval shall be limited accordingly; and
(d) 
for the purposes of this resolution: 
“Relevant Period” means the period from the passing of this resolution until whichever is the earlier of:

(i) 
the conclusion of the next annual general meeting of the Company; or
(ii) 
the expiration of the period within which the next annual general meeting of the Company is required by the articles of association of the Company or any applicable law of the Cayman Islands to be held; and
(iii) 
the date on which the authority set out in this resolution is revoked or varied by way of ordinary resolution of the Company in general meeting.

“Rights Issue” means an offer of shares open for a period fixed by the directors of the Company to holders of shares on the register on a fixed record date in proportion to their then holdings of such shares (subject to such exclusions or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the laws of, or the requirements of any recognised regulatory body or any stock exchange in any territory outside Hong Kong).”

B. 
“That:

(a) 
subject to paragraph (b) of this resolution, the exercise by the directors of the Company during the Relevant Period of all powers of the Company to repurchase issued shares in the capital of the Company, subject to and in accordance with applicable laws, be and is hereby generally and unconditionally approved;
(b) 
the aggregate nominal amount of shares of the Company to be repurchased or agreed conditionally or unconditionally to be repurchased by the Company pursuant to the approval in paragraph (a) of this resolution during the Relevant Period shall not exceed 10 per cent of the aggregate nominal amount of the share capital of the Company in issue at the date of the passing of this resolution and the said approval shall be limited accordingly; and
(c) 
for the purposes of this resolution: 

“Relevant Period” means the period from the passing of this resolution until whichever is the earlier of:

(i) 
the conclusion of the next annual general meeting of the company;
(ii) 
the expiration of the period within which the next annual general meeting of the Company is required by the articles of association of the Company or any applicable law to be held; and
(iii) 
the revocation or variation of this resolution by an ordinary resolution of the shareholders of the Company in general meeting.”

C. 
“That conditional upon resolutions 5A and 5B set out in the Notice of this Meeting of which this resolution forms part being passed, the aggregate nominal amount of share capital of the Company repurchased by the Company under the authority granted to the directors as mentioned in the aforementioned resolution 5B shall be added to the aggregate nominal amount of share capital that may be allotted or agreed conditionally or unconditionally to be allotted by the directors of the Company pursuant to resolution 5A set out in the Notice of Meeting of which this resolution forms part.”

By order of the Board
Patrick Lam See Pong 
Director

Hong Kong, 7th February 2002

Notes:
1. 
A member entitled to attend and vote at the meeting convened by the above notice is entitled to appoint a proxy to attend and, in the event of a poll, vote in his stead. A proxy need not be a member of the Company.
2. 
In order to be valid, the form of proxy must be deposited at the Company's principal office in Hong Kong at 12/F., Watson Centre, 16–22 Kung Yip Street, Kwai Chung, Hong Kong together with a power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or authority, not less than 48 hours before the time for holding the meeting or adjourned meeting.
3. 
Concerning item 5 above, approval is being sought from members as a general mandate to authorize allotment of shares. Save for the allotment of shares to the Trustees of the Company's Employee Share Incentive Scheme dated 23rd March 1990, which was approved by shareholders of the Company at an Extraordinary General Meeting held on 21st December 1989, the directors have no immediate plans to issue any new shares of the Company pursuant to such approval.
4. 
The register of members of the Company will be closed from 15th April 2002 to 22nd April 2002, both days inclusive during which period no transfer of shares will be effected. In order to qualify for the proposed final dividend all transfers accompanied by the relevant share certificates must be lodged with the Company's share registrars in Hong Kong, Secretaries Limited, at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong not later than 4:00 p.m. on 14th April 2002.
Please also refer to the published version of this announcement in the (South China Morning Post)
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