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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment
Property, plant and equipment are stated at cost less 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 present working condition and location for its intended
use. Expenditure incurred after the property, plant and equipment
have been put into operation, such as repairs and maintenance and
overhaul costs, is normally charged to the 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
the property, plant and equipment, the expenditure is capitalised as
an additional cost of the property, plant and equipment.

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

Building 4%
Leasehold improvements 33Y/,%

Plant and machinery 10% to 33'/;%

Furniture, fixtures and equipment 10% to 20%

Property, plant and equipment held under finance leases are
depreciated over their expected useful lives on the same basis as

owned assets, or where shorter, the terms of the leases.

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.

Investments in subsidiaries

A subsidiary is an enterprise controlled by the Company. Control is
achieved where the Company has the power to govern the financial
and operating policies of an investee enterprise so as to obtain

benefits from its activities.

Investments in subsidiaries are included in the Company’s balance
sheet at cost 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.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Inventories
Inventories are stated at the lower of cost and net realisable value.
Cost, which comprises all costs of purchase and, where applicable,
costs of conversion and other costs that have been incurred in
bringing the inventories to their present location and condition, is
calculated using the standard cost method, which closely
approximates the actual cost calculated using the first-in, first-out
method. Net realisable value represents 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.

Leases

Leases are classified as finance leases when the terms of the leases
transfer substantially all the risks and rewards of ownership of the
assets to the Group. Assets held under finance leases are
capitalised at their fair value at the date of acquisition. The principal
portion of the corresponding leasing commitments is shown as an
obligation of the Group. The finance costs, which represent the
difference between the total leasing commitments and the fair value
of the assets, are charged to the income statement as finance
charges over the period of the leases so as to produce a constant
periodic rate of charge on the remaining balance of the obligations

for each accounting period.

All other leases are classified as operating leases and their rentals
are charged to the income statement on a straight line basis over the
term of the relevant leases.

Capitalisation of borrowing costs
Borrowing costs directly attributable to the acquisition, construction

or production of assets that necessarily take a substantial period of

time to get ready for their intended use or sale are capitalised as part

of the cost of those assets. Capitalisation of such borrowing costs
ceases when the qualifying assets are substantially ready for their
intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on

qualifying assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as an expense in the period

in which they are incurred.
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