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(ii) Depreciation

Except for land use rights which have no estimated residual value,
depreciation is provided on a straight-line basis to write off the cost or valuation
of the fixed assets less accumulated impairment losses over their estimated
useful lives, after taking into account their estimated residual value of 3% of
cost. The estimated useful lives of fixed assets are as follows:

Land use rights Terms of the rights

Buildings 20 - 40 years
Plant and machinery 10 - 14 years
Motor vehicles 5-12 years
Other equipment 5-10 years

The useful lives of fixed assets and depreciation method are reviewed

periodically.

The plant components are depreciated over the period to overhaul. Major
costs incurred in restoring the plant components to their normal working
conditions to allow continual use of the overall asset are capitalised and

depreciated over the period to the next overhaul.

(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 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 accounts.

The gain or loss on disposal of a fixed asset 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.
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(e) Construction-in-progress

Construction-in-progress represents plant and properties under construction
and machinery and equipment under installation and testing, and is stated at
cost less accumulated impairment losses. The cost includes cost of
construction, machinery and equipment and other direct costs plus borrowing
costs used to finance these projects during the construction period.
Construction-in-progress is not depreciated until such time when the assets

are completed and ready for their intended use.

(f) Long-term investments

(i) Held-to-maturity securities

Held-to-maturity securities are bond investments which the Group and the
Company have the expressed intention and ability to hold to maturity. They
are carried at amortised cost less any provision for impairment in value other
than temporary. The discount or premium is amoritsed over the period to
maturity and included as interest income/expense in the profit and loss

account.

The carrying amounts of held-to-maturity securities are reviewed at each
balance sheet date to assess the credit risk and whether the carrying amounts
are expected to be recovered. Provisions are made when the carrying
amounts are not expected to be recovered and are recognised immediately

as an expense in the profit and loss account.

Upon disposal or transfer of held-to-maturity securities, any gain or loss

thereon is accounted for in the profit and loss account.
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(i) Investment securities

Investments in debt (other than held-to-maturity securities) and equity
securities which are intended to be held for an identified long-term purpose
on a continuing basis, are classified as investment securities and are included

in the balance sheet at cost less any provision for impairment in value.

The carrying amounts of investment securities are reviewed at each balance
sheet date to assess whether the fair values have declined below the carrying
amounts. When a decline other than temporary has occurred, the carrying
amounts of such securities are reduced to their fair values. The impairment
losses are recognised as expenses in the profit and loss account. These
impairment losses are written back to the profit and loss account when the
circumstances and events that led to the write-downs or write-offs cease to
exist and there is persuasive evidence that the new circumstances and events

will persist for the foreseeable future.

Upon disposal or transfer of the investment securities, any gain or loss thereon

is accounted for in the profit and loss account.

(iii) Other investments

Securities other than investment securities or held-to-maturity securities are
classified as other investments and are carried at fair value in the balance
sheet. Any unrealised holding gain or loss on other investments is recognised

in the profit and loss account in the period when it arises.

Upon disposal or transfer of other investments, any gain or loss thereon is

accounted for in the profit and loss account.
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