NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

1 GENERAL
The Company is an exempted company incorporated in the Cayman
Islands and its shares are listed on The Stock Exchange of Hong Kong
Limited. Its ultimate holding company is ASM International N.V.

(“ASM International”), a company incorporated in the Netherlands.

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 semiconductor industry.

2 ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE/
CHANGES IN ACCOUNTING POLICIES

In the current year, the Group has adopted for the first time a number
of new and revised Statements of Standard Accounting Practice
(“SSAP”s) issued by the Hong Kong Society of Accountants.

Adoption of these SSAPs has led to a number of changes in the
Group’s accounting policies. The revised accounting policies are set
out in note 3. In addition, the new and revised SSAPs have
introduced additional and revised disclosure requirements which
have been adopted in these financial statements. Comparative
amounts for the prior year have been restated in order to achieve a

consistent presentation.

The adoption of these new and revised SSAPs has resulted in the
following changes to the Group’s accounting policies that have
affected the amounts reported for the current or prior periods.

Dividends proposed or declared after the balance sheet date

In accordance with SSAP No. 9 (Revised) “Events after the balance
sheet date”, dividends proposed or declared after the balance sheet
date are not recognised as a liability at the balance sheet date, but
are disclosed as a separate component of equity on the face of the
balance sheet. This change in accounting policy has been applied
retrospectively.

Segment reporting

In the current year, the Group has followed the basis of identification
of reportable segments to that required by SSAP No. 26 “Segment
reporting”. Segment disclosures for the year ended 31 December
2000 have been amended so that they are presented on a

consistent basis.

Goodwill

In the current year, the Group has adopted SSAP No. 30 “Business
combinations” and has elected not to restate negative goodwill
previously credited to reserves. Negative goodwill arising on
acquisitions prior to 1 January 2001 will be credited to income at the
time of disposal of the relevant subsidiary. Negative goodwill arising
on acquisitions after 1 January 2001 is presented as a deduction
from assets and will be released to income based on an analysis of
the circumstances from which the balance resulted.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention and have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

The principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) made up to 31 December
each year. All significant inter-company transactions and balances

within the Group have been eliminated on consolidation.

The results of subsidiaries acquired and disposed of during the year
are included in the consolidated income statement from and up to

their effective dates of acquisition and disposal respectively.

Goodwill

Goodwill arising on consolidation represents the excess of the cost
of acquisition over the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary at the date of
acquisition. Goodwill is recognised as an asset and amortised on a
straight line basis over its useful economic life.

Negative goodwill represents the excess of the Group’s interest in
the fair value of the identifiable assets and liabilities of a subsidiary
at the date of acquisition over the cost of acquisition. Negative
goodwill arising on acquisitions prior to 1 January 2001 will be
credited to income at the time of disposal of the relevant subsidiary.
Negative goodwill arising on acquisitions after 1 January 2001 is
presented as a deduction from assets and will be released to income
based on an analysis of the circumstances from which the balance
resulted.

Revenue recognition

Sales of goods are recognised when goods are delivered and when
title has passed.

Income from investments, which represents principally interest
received and receivable, is accounted for on an accrual basis by
reference to the principal outstanding and at the interest rates
applicable.

Interest income from bank deposits is accounted for on an accrual
basis by reference to the principal outstanding and at the interest
rates applicable.
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