Notes to the Financial Statements

B 7% & MR

31 December 2001 —ZEZE—F+-A=+—H
(Amounts expressed in Hong Kong dollars unless otherwise stated)

1. ORGANISATION AND OPERATIONS

Raymond Industrial Limited (the “Company”) is incorporated
in Hong Kong and listed on the Stock Exchange of Hong
Kong Limited (“Hong Kong Stock Exchange”). The principal
activities of the Company are investment holding,
manufacturing and sale of electrical home appliances in North
America, Australia, Europe and the People’s Republic of China.
The principal activities of the Company’s subsidiaries are stated

in Note 13(b) to the financial statements.
2. PRINCIPAL ACCOUNTING POLICIES
(a) Basis of presentation

The financial statements are prepared under the historical
cost convention, and in accordance with Statements of
Standard Accounting Practice issued by the Hong Kong Society
of Accountants and accounting principles generally accepted

in Hong Kong.

(b) Adoption of Statements of Standard Accounting

Practice and comparative figures

(i) Adoption of Statements of Standard Accounting
Practice

In the current year, the Group has adopted, for the first time,
the following Statements of Standard Accounting Practice
("SSAPs"”) issued by the Hong Kong Society of Accountants:

SSAP 9 (revised) Events after the balance sheet date

SSAP 26 Segment reporting

SSAP 28 Provisions, contingent liabilities and
contingent assets

SSAP 30 Business combinations

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements and

accounting for investments in subsidiaries
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2, PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Adoption of Statements of Standard Accounting

Practice and comparative figures (Continued)

(i) Adoption of Statements of Standard Accounting
Practice (Continued)

The Group has adopted the revised SSAP 9 “Events after the
balance sheet date” in the current year, which does not allow
the recognition of dividends proposed or declared after the
balance sheet date as a liability at the balance sheet date.
Therefore, the comparative figures presented herein have
incorporated the effect of adjustments, where applicable,
resulting from the adoption of this revised accounting standard
by the Group.

SSAP 30 prescribes the accounting treatment for business
combinations. In addition, it requires goodwill arising from
an acquisition to be capitalised and amortised over its
estimated useful life. As a result, the Group has chosen to
restate goodwill in the current year that was eliminated against

reserves previously.

The transitional provisions of the standard do not require
SSAP 30 to be applied retrospectively if the goodwill was
written off against reserves before this Statement became
effective (or before the date of adoption of this Statement if
earlier) and the goodwill is restated after the adoption of this
Statement. Therefore, the Group has chosen not to apply this
Statement retrospectively.

Other than those disclosed in the respective notes to the
financial statements, the Group and the Company consider
that the changes made to the above SSAPs will not have a
material impact on the financial statements of the Group and
the Company.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. EEFEBE (&)

(b) Adoption of Statements of Standard Accounting (b) eTEINRARLLEBREF (B)
Practice and comparative figures (Continued)

(i) Adoption of Statements of Standard Accounting (i) DA ERIBIFRA (58)
Practice (Continued)

The effects on the financial statements from the adoption of A EF| S EREEEHRE ZFE R

the above accounting standards are tabulated below: T
2001 2000
—EE-F —EERETF
Closing
Profit from Profit Profit from balance of
operations appropriations operations  retained profits
mERA RERADE REREN  RERMARE
HK$ HK$ HK$ HK$
BT B BT BT
SSAP9 (revised) SSAPY ({£7])

(see Note 23) (RIfit23) - (18,858,048) - 18,858,048
SSAP30 (see Note 15) SSAP30 (B Hfat15) (1,035,084) - - -
Total &5 (1,035,084) (18,858,048) - 18,858,048

B

Unless otherwise stated, the 2000 comparative figures BKBIREHA —TETFNHERBFETCAE L
presented herein have incorporated the effect of adjustments, Wi & B ERIELFHE-
where applicable, resulting from the adoption of the new

accounting standards above.

(if) Comparative figures (ii) B

kv

hul

Certain of the 2000 comparative figures have been reclassified #D —TTTFILHRBTFTEEFT D BUF
to conform to the current year’s presentation. ERFERBEZ2MA N

b))

AREBEBERAT ¢« —TLT—FFH 29



30 Raymond Industrial Limited o

Notes to the Financial Statements

B 7% & MR

31 December 2001 —ZEZE—F+-A=+—H
(Amounts expressed in Hong Kong dollars unless otherwise stated)

2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(o) Basis of consolidation

The consolidated financial statements of the Group include
the accounts of the Company and the enterprises that it
controls. This control is normally evidenced when the Group
has the power to govern the financial and operating policies
of an enterprise so as to benefit from its activities. In addition,
the Group holds, either directly or indirectly, more than 50%
of the issued share capital or controls more than half of the
voting power or the composition of the board of directors of
the subsidiaries. The results of subsidiaries acquired or
disposed of during the year are consolidated from or to their
effective dates of acquisition or disposal. The equity and net
income attributable to minority shareholders’ interests are
shown separately in the balance sheet and income statement,

respectively.

Intragroup balances and transactions and resulting unrealised
profits are eliminated in full. Unrealised losses resulting from
intragroup transactions are eliminated unless cost cannot be
recovered. Consolidated financial statements are prepared
using uniform accounting policies for like transactions and
other events in similar circumstances.

In the Company'’s financial statements, interests in subsidiaries
are carried at cost less any accumulated impairment losses.
The results of the subsidiaries are included in the income

statement to the extent of dividends received and receivable.
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2, PRINCIPAL ACCOUNTING POLICIES (Continued)

(d) Goodwill

The excess of the cost of an acquisition over the Group's
interest in the fair value of the net identifiable assets and
liabilities acquired as at the date of the acquisition is recorded
as goodwill and recognised as an asset in the balance sheet.
Goodwill is carried at cost less accumulated amortisation and
accumulated impairment losses. Goodwill is amortised on a
straight-line basis over its useful life of 10 years.

(e) Turnover

Turnover represents the gross invoiced sales by the Group to

outside customers during the year, net of discounts and

returns.

(f) Revenue recognition

Provided it is probable that the economic benefits associated
with a transaction will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, turnover
and other revenue are recognised on the following bases:

(i) Sale of goods

Revenue is recognised when the significant risks and rewards

of ownership of the goods have been transferred to customers.
(i) Interest income
Interest income from bank deposits are recognised on a time

proportion basis that takes into account the effective yield on
the assets.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(9) Deferred taxation

Deferred taxation is provided under the liability method, in
respect of timing differences between profit as computed for
taxation purposes and profit as stated in the financial
statements to the extent that it is probable that a liability or

an asset will crystallise.
(h) Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation
and accumulated impairment losses. The cost of an asset
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location
for its intended use. Expenditure incurred after the fixed assets
have been put into operation, such as repairs and maintenance
and overhaul costs, is normally charged to the consolidated
income statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future economic
benefits expected to be obtained from the use of a fixed
asset beyond its originally assessed standard of performance,
the expenditure is capitalised as an additional cost of the

fixed asset.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(h) Fixed assets and depreciation (Continued)

Leasehold properties are depreciated over the remaining period
of the lease. Depreciation of other assets is calculated on the
straight-line basis or reducing balance basis at annual rates
estimated to write off the cost of each asset less estimated
residual value, if any, over its estimated useful life. The annual

rates of depreciation are as follows:

Properties 2.5% - 4%

LJES BFEHZ=--AEN
Plant and machinery 3% - 15%

B 5 K i 2% BFEHOHZ=ZZ21TH
Furniture and fixtures 10% - 18%

R EE BFEHOHZTETN
Moulds 10%

T BFAEHZT

Motor vehicles 25%

RE BFAEMHZ=-TH
The useful lives of assets and the depreciation methods are

reviewed periodically.

When assets are sold or retired, their cost and accumulated
depreciation are eliminated from the accounts and any gain
or loss resulting from their disposal is included in the

consolidated income statement.

(i) Properties under construction

Properties under construction are stated at cost less
accumulated impairment losses. They include cost of
construction, plant and equipment and other direct costs plus
borrowing costs which include interest charges and exchange
differences arising from foreign currency borrowings used to
finance these projects during the construction period, to the

extent these are regarded as an adjustment to interest costs.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(i) Properties under construction (Continued)

Properties under construction is not depreciated until such
time as the assets are completed and ready for their intended

use.
(4) Borrowing costs

Borrowing costs include interest charges and other costs

incurred in connection with the borrowing of funds.

Borrowing costs are expensed as incurred, except when they
are directly attributable to the construction of the properties
under development that necessarily take a substantial period
of time to prepare for their intended use in which case they
are capitalised as part of the cost of the properties.
Capitalisation of borrowing costs commences when
expenditures for the properties and borrowing costs are being
incurred and the activities to prepare the properties for their
intended use are in progress. Borrowing costs are capitalised
at the weighted average cost of the related borrowings until
the properties are ready for their intended use. If the resulting
carrying amount of the property exceeds its recoverable

amount, an impairment loss is recorded.
(k) Interests in associates

Interests in associates where significant influence is exercised
by the Group are accounted for using the equity method in
the consolidated financial statements, whereby the investment
is initially recorded at cost and adjusted thereafter to recognise
the Group’s share of the post-acquisition profits or losses of
the associates, distributions received from the associates and
other necessary alterations in the Group’s proportionate
interest in the associates arising from changes in the equity
of the associates that have not been included in the income
statement and less any accumulated impairment losses. The
Group’'s share of post-acquisition results of associates is
included in the consolidated income statement.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(k) Interests in associates (Continued)

Goodwill arising on the acquisition of an associate, being the
excess of the cost of an acquisition over the fair value of the
Group’s share of net identifiable assets and liabilities acquired
as at the date of the acquisition, is recognised as an asset in
the balance sheet. Goodwill is carried at cost less accumulated
amortisation and accumulated impairment losses. Goodwill is
amortised on a straight-line basis over its useful life of 10
years. Where, in the opinion of the directors, there is an
impairment in value of an associate, or the market value has
fallen below the carrying value over a sustained period, a
provision is made for such impairment in value.

In the Company’s financial statements, investment in an
associate is carried at cost less any accumulated impairment
losses. The results of the associate is included in the income
statement to the extent of dividends received and receivable.

(1 Inventories

Inventories are carried at the lower of cost and net realisable
value.

Cost is based on the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present
location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the
sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories, arising from an increase in net
realisable value, is recognised as a reduction in the amount
of inventories recognised as an expense in the period in which
the reversal occurs.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(m) Cash and cash equivalents

Cash represents cash on hand and deposits with banks which

are repayable on demand.

Cash equivalents represent short-term, highly liquid
investments which are readily convertible into known amounts
of cash which are within three months of maturity when
acquired and that are subject to an insignificant risk of change

in value.
(n) Provisions

A provision is recognised when an enterprise has a present
obligation (legal or constructive) as a result of a past event
and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation,
and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed at each balance sheet date
and adjusted to reflect the current best estimate. Where the
effect of the time value of money is material, the amount of
a provision is the present value of the expenditures expected
to be required to settle the obligation.

(o) Foreign currency
(i) Foreign currency transactions

The Company and its subsidiaries maintain their books and
records in Hong Kong dollars, United States dollars or Chinese
Renminbi (the “respective reporting currencies”). Transactions
in other currencies are translated into the respective reporting
currencies at exchange rates prevailing at the time of the
transactions. Monetary assets and liabilities denominated in
other currencies at the balance sheet date are re-translated
at exchange rates prevailing at that date. All exchange
differences are recognised in the income statement in the
period in which they arise.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(o) Foreign currency (Continued)
(i) Foreign entities

The majority of foreign consolidated subsidiaries are regarded
as foreign entities since they are financially, economically and
organisationally autonomous. Their reporting currencies are
the respective local currencies. Financial statements of foreign
consolidated subsidiaries are translated at year-end exchange
rates with respect to the balance sheet, and at an average
rate for the year with respect to the income statement. All
resulting translation differences are included in the translation
reserve included in equity.

On the disposal of a foreign entity, the cumulative exchange
rate differences that relate to the foreign entity, are recognised
as income or as expense in the same period in which the gain

or loss on disposal is recognised.
(p) Employee benefits
(i) Defined contribution plan

The Group provides defined contribution plans to the Hong
Kong employees based on local laws and regulations. The
plans cover full-time employees and provide for contributions
ranging from 5% to 10% of salary. The Group’s contributions
to defined contribution plans are charged to income in the
year to which they relate.

(if) PRC pension scheme

Pursuant to PRC laws and regulations, contributions to the
defined contribution retirement scheme for the Group’s local
staff are made to the relevant government authorities in the
PRC, of which approximately 20.6% is borne by the Group
and 4% is borne by the staff. The Group accounts for these

contributions on an accrual basis.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(q) Impairment of assets

Fixed assets, goodwill and interests in associates and
subsidiaries are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
of an asset may not be recoverable. Whenever the carrying
amount of an asset exceeds its recoverable amount, an
impairment loss is recognised in income for items of fixed
assets, goodwill and interests in associates and subsidiaries
carried at cost. The recoverable amount is the higher of an
asset’s net selling price and value in use. The net selling price
is the amount obtainable from the sale of the asset in an
arm’s length transaction while value in use is the present
value of estimated future cash flows expected to arise from
the continuing use of the asset and from its disposal at the
end of its useful life. Recoverable amounts are estimated for
individual assets or, if it is not possible, for the cash-generating

unit.
(r) Segments

The Group is engaged in the manufacturing and sale of
electrical home appliances in North America, Australia, Europe
and the PRC where its head office is in Hong Kong and all of
its products are manufactured in the PRC. Location of
customer is the basis upon which the Group reports its primary
segment information. Financial information on geographical

and business segments is presented in Note 3.

Intersegment transactions: segment revenue, segment
expenses and segment performance include transfers between
geographical segments. Such transfers are accounted for using
a markup on cost between geographical segments. Those

transfers are eliminated on consolidation.
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2, PRINCIPAL ACCOUNTING POLICIES (Continued)
(s) Contingencies

Contingent liabilities are not recognised in the financial
statements. They are disclosed unless the possibility of an

outflow of resources embodying economic benefits is remote.

A contingent asset is not recognised in the financial statements

but disclosed when an inflow of economic benefits is probable.
(t) Subsequent events

Post-year-end events that provide additional information about
the Company’s position at the balance sheet date or adjusting
events are reflected in the financial statements. Post-year-end
events that are not adjusting events are disclosed in the notes

when material.
(u) Use of estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in Hong Kong
requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly,

actual results could differ from those estimates.
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