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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 (the “Stock Exchange”). 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.

Potential impact arising from the recently issued
accounting standards

In 2004, the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) issued a number of new or
revised Hong Kong Accounting Standards (“HKASs™) and
Hong Kong Financial Reporting Standards (“HKFRSs”)
(hereinafter collectively referred to as “new HKFRSs”) which
are effective for accounting periods beginning on or after

1 January 2005. The Group has not early adopted these new
HKFRSs in the financial statements for the year ended

31 December 2004.

In April 2004, the HKICPA issued HKFRS 2 “Share-based
Payment” which requires an expense to be recognised where
the Group buys goods or obtains services in exchange for
shares or rights over shares, or in exchange for other assets
equivalent in value to a given number of shares or rights
over shares. The principal impact of HKFRS 2 on the Group is
in relation to the expensing of directors’ and employees’
shares of the Company granted under Employee Share
Incentive Scheme (“Scheme”- see note 22 for details),
which are calculated with reference to the market value of
shares at the date of grant. Currently, the costs on the
Scheme are recognised as expenses in the period in which
the relevant employees’ services are rendered and are
calculated with reference to the nominal value of shares
expected to be issued under the Scheme.

The Group intends to follow the transitional provisions set
out in HKFRS 2. In relation to shares granted on or before

7 November 2002 and shares granted after 7 November
2002 and vested before 1 January 2005, the Group does not
intend to recognise and expense those shares with reference
to the market value of shares at the date of grant. However,
in relation to shares granted after 7 November 2002 and
vested on or after 1 January 2005, such shares should be
accounted forin accordance with HKFRS 2.
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m= NOTES TO THE FINANCIAL STATEMENTS continued

Potential impact arising from the recently issued
accounting standards continued

The adoption of HKFRS 2 would have a significant impact on
the results of operations and financial position of the Group
for accounting periods beginning on or after 1 January 2005.
However, it has no significant effect on the results for the year
ended 31 December 2004 or prior accounting periods.

In relation to other new HKFRSs, the Group does not expect
that their issuance will have a material effect on how the
results of operations and financial position of the Group are
prepared and presented.

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
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.

Revenue recognition

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

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

Property, plant and equipment

Property, plant and equipment are stated at cost less
depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of property,
plant and equipment over their estimated useful lives, using
the straight line method, at the following rates per annum:

Leasehold land Over the term of the lease
Buildings 4%

Leasehold improvements 33',%

Plant and machinery 10% to 331/,%

Furniture, fixtures and equipment  10% to 20%

The gain or loss arising from disposal or retirement of an
asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is
recognised in the income statement.

MR RME &

= 30 7 i B9 = 51 2 Bl B i 2R B9
BEMNEE

RABEVBREER - *H‘”“TZIKEI\
ThFE-A-BRZEKABETFENES \&97}
BARRABEERZTE - ’\Eﬁt/’%ﬁuﬂﬁ‘ilﬂﬁzi
—EEMFET A=t BUERZANEFFE
MEETESENTE -

AEERAREMFABRMEANETEMF RS E

" EHAEENPERREVEAR 2 HE N
ENTABREANTE -

ETEFITBR
MBEMEDEBELR AR ERKEEALBRA
SEHREFEE - RARMKAZEZEGFEBR

wmR

FEEE
ReMBEBREREESF T _A=1T—H81L
ZAYN E&ﬁﬁﬁ%"ﬂzﬁﬂxiﬁi\% cFIBESHERA

PRI ZERR G REBHRLR AR -
AFEEBANHENBARZES  »3lHEA
AEEREEZLEERAHLEIRAGEE WE
b

W N\ TR

EMHEERTEEMRNER T EREER -
RITE A B A TR 517 A& LA B A R IR
STEEAR -

V¥ - BERRE

ME - BEREBEDEEABRITE R R RES
B3R

ME BMEMESBZITELREGTIRES

BEBEA T F A H KA -

it ol 1R M8 4 F B 0E
gF 4%
RHmEEE 33"%%

25 22 1 10% Z 33',%
Hh - RERRE 10% %= 20%

BEHEXRBREMELNEE  BARXEE
HEMSEEMEEZZHERE - LI AWRE
RN o



== NOTES TO THE FINANCIAL STATEMENTS continued

3

Significant accounting policies continued
Investments in subsidiaries

Investments in subsidiaries are included in the Company’s
balance sheet at cost or directors’ valuation less any
identified impairment loss.

Income from investments in subsidiaries is accounted for
when the Company’s right to receive the dividend payment
has been established.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costis calculated using the standard cost method,
which closely approximate the actual cost calculated using
the first-in, first-out method.

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which itis incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is amortised on a
straight line basis over its useful life.

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised as an
expense in the period in which it is incurred.

Government grants received as subsidy for the Group’s
research and development activities are recognised in the
same period as those expenses are charged in the income
statement.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any
indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately.
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Significant accounting policies continued
Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or
expense that are taxable or deductible in other years, and it
further excludes income statement items that are never
taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from
goodwill (or negative goodwill) or from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary differences and it is probable that the temporary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited to the
income statement, except when it relates to items charged
or credited directly to equity, in which case the deferred tax
is also dealt with in equity.

Leases

Leases are classified as finance leases when the terms of
the lease transfer substantially all the risks and rewards of
ownership of the assets concerned to the Group. All other
leases are classified as operating leases and the annual
rentals are charged to the income statement on a straight
line basis over the term of the relevant leases.
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Significant accounting policies continued

Foreign currencies

Transactions in foreign currencies are translated at the
approximate rates ruling on the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies, except funds advanced to subsidiaries which are
regarded as permanent equity funding, are re-translated at
the rates ruling on the balance sheet date. Gains and losses
arising on exchange are dealt with in the income statement.
Funds advanced to subsidiaries which, although not
designated as capital, are regarded as permanent equity
funding, are stated at historical rates.

On consolidation, the assets and liabilities of subsidiaries
outside Hong Kong are translated at the exchange rates at
the balance sheet date and the results of subsidiaries
outside Hong Kong are translated at the average exchange
rate for the year. All exchange differences arising on
consolidation are dealt with in the exchange reserve.

Employee Share Incentive Scheme

The costs on the Employee Share Incentive Scheme are
recognised as expenses in the period in which the relevant
employees’ services are rendered and are calculated with
reference to the nominal value of shares expected to be
issued under the scheme.

Retirement benefit schemes

The retirement benefit costs charged to the income
statement represent the contribution payable in respect of
the current year to the Group’s defined contribution
retirement schemes, state-managed retirement benefit
schemes and Mandatory Provident Fund Scheme.

Turnover

Turnover represents the amounts received and receivable for
goods sold to customers during the year, less returns and
allowance.
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