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Notes To The Accounts

NOTES TO THE ACCOUNTS

1 PRINCIPAL ACCOUNTING POLICIES
The principal accounting policies adopted in the preparation of these accounts are set out below:

(a) Basis of preparation

The accounts have been prepared in accordance with accounting principles generally accepted in Hong Kong and comply

with accounting standards issued by the Hong Kong Society of Accountants (“HKSA”). They have been prepared under

the historical cost convention.

In the current year, the group adopted the following Statements of Standard Accounting Practice (“SSAPs”) issued by

the HKSA which are effective for accounting periods commencing on or after 1 January 2002:

SSAP 1 (revised) : Presentation of financial statements

SSAP 11 (revised) : Foreign currency translation

SSAP 15 (revised) : Cash flow statements

SSAP 33 : Discontinuing operations

SSAP 34 (revised) : Employee benefits

Certain presentational changes have been made within the accounts upon the adoption of SSAP 1 (revised) and SSAP 15

(revised).

The changes to the group’s accounting policies and the effect of adopting these new policies are set out below:

(b) Group accounting

(i) Consolidation

The consolidated accounts include the accounts of the company and its subsidiaries made up to 31 December.

Subsidiaries are those entities in which the company, directly or indirectly, controls the composition of the board

of directors, controls more than half the voting power or holds more than half of the issued share capital.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated profit and loss

account from the effective date of acquisition or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within the group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the sale and the

group’s share of its net assets together with any unamortised goodwill or negative goodwill or goodwill/negative

goodwill taken to reserves and which was not previously charged or recognised in the consolidated profit and loss

account.

Minority interests represent the interests of outside shareholders in the operating results and net asset value of

subsidiaries.

In the company’s balance sheet the investments in subsidiaries are stated at cost less provision for impairment losses.

The results of subsidiaries are accounted for by the company on the basis of dividends received and receivable.

(ii) Jointly controlled entities

A jointly controlled entity is under a contractual arrangement whereby the group and other parties undertake an

economic activity which is subject to joint control and none of the participating parties has unilateral control over

the economic activity.
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The consolidated profit and loss account includes the group’s share of the results of jointly controlled entities for

the year, and the consolidated balance sheet includes the group’s share of the net assets of the jointly controlled

entities and goodwill/negative goodwill (net of accumulated amortisation) on acquisition.

(iii) Associated companies

An associated company is a company, not being a subsidiary or a jointly controlled entity, in which an equity interest

is held for the long term and significant influence is exercised in its management.

The consolidated profit and loss account includes the group’s share of the results of associated companies for the

year, and the consolidated balance sheet includes the group’s share of the net assets of the associated companies and

goodwill/negative goodwill (net of accumulated amortisation) on acquisition.

Equity accounting is discontinued when the carrying amount of the investment in an associated company reaches

zero, unless the group has incurred obligations or guaranteed obligations in respect of the associated company.

(iv) Translation of foreign currencies

Transactions in foreign currencies are translated at exchange rates ruling at the transaction dates. Monetary assets

and liabilities expressed in foreign currencies at the balance sheet date are translated at rates of exchange ruling at

the balance sheet date. Exchange differences arising in these cases are dealt with in the profit and loss account.

The balance sheet of subsidiaries, jointly controlled entities and associated companies expressed in foreign

currencies are translated at the rates of exchange ruling at the balance sheet date whilst the profit and loss is translated

at an average rate. Exchange differences arising from the translation of the net investment in subsidiaries, jointly

controlled entities and associated companies and of intra-group balances of equity nature are dealt with as a

movement in reserves.

In prior years, the profit and loss of foreign enterprises was translated at closing rate. This is a change in accounting

policy, however, the translation of the profit and loss of foreign enterprises in prior years has not been restated as

the effect of this change is not material to the current and prior years.

(c) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the net assets of the

acquired subsidiary, jointly controlled entity and associated company at the date of acquisition.

Goodwill on acquisitions occurring on or after 1 January 2001 is included in intangible assets and is amortised using the

straight-line method over its estimated useful life.

Goodwill on acquisitions that occurred prior to 1 January 2001 was written off against reserves. Any impairment arising

on such goodwill is accounted for in the profit and loss account.

(d) Fixed assets

(i) Construction in progress

Construction in progress is carried at cost, which includes development and construction expenditure incurred and

interest and other direct costs attributable to the development less any accumulated impairment losses as considered

necessary by the directors. No depreciation is provided for construction in progress.
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(ii) Other fixed assets

Other fixed assets, comprising buildings, leasehold improvements, studio, broadcasting and transmitting equipment,

furniture and fixtures and motor vehicles are stated at cost less accumulated depreciation and accumulated

impairment losses.

Freehold land is not depreciated. Other fixed assets are depreciated at rates sufficient to write off their costs less

accumulated impairment losses over their estimated useful lives on a straight-line basis. The principal annual rates

are as follows:

Buildings 2.5% - 5%

Leasehold improvements Over the unexpired term of the lease

Studio, broadcasting and transmitting equipment    7% - 20%

Furniture, fixtures and equipment  10% - 33.3%

Motor vehicles  10% - 25 %

Improvements are capitalised and depreciated over their expected useful lives to the group.

(iii) Impairment and gain or loss on sale

At each balance sheet date, both internal and external sources of information are considered to assess whether there

is any indication that assets included in construction in progress and other fixed assets are impaired. If any such

indication exists, the recoverable amount of the asset is estimated and where relevant, an impairment loss is

recognised to reduce the asset to its recoverable amount. Such impairment losses are recognised in the profit and

loss account.

The gain or loss on disposal of a fixed asset other than construction in progress is the difference between the net sales

proceeds and the carrying amount of the relevant asset, and is recognised in the profit and loss account.

(iv) Assets under finance leases

Leases that substantially transfer to the group all the risks and rewards of ownership of assets are accounted for as

finance leases. Finance leases are capitalised at the inception of the leases at the lower of the fair value of the leased

assets or the present value of the minimum lease payments. Each lease payment is allocated between the capital and

finance charges so as to achieve a constant rate on the capital balances outstanding. The corresponding rental

obligations, net of finance charges, are included in long term liabilities. The finance charges are charged to the profit

and loss account over the lease periods.

Assets held under finance leases are depreciated over the shorter of their estimated useful lives or the lease periods.

(e) Investments in securities

(i) Held-to-maturity securities

Held-to-maturity securities are stated in the balance sheet at cost plus/less any discount/premium amortised to date.

The discount or premium is amortised over the period to maturity and included as interest income/expense in the

profit and loss account. Provision is made when there is a diminution in value other than temporary.

The carrying amounts of individual held-to-maturity securities are reviewed at the balance sheet date in order to

assess the credit risk and whether the carrying amounts are expected to be recovered. Provisions are made when

carrying amounts are not expected to be recovered and are recognised in the profit and loss account as an expense.
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