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depreciation and provision for impairment losses. The cost of a fixed asset
comprises its purchase price plus relevant taxes and any directly attributable
costs of bringing the asset to its working condition for its intended use. The
revaluation amount determined based on the asset valuation undertaken
upon the Company's reorganisation to a Joint-Stock Company. Daily
maintenance, repairs and overhaul expenditures incurred after the fixed
assets have been put into operation is charged to the profit and loss account
in the period in which they are incurred. Costs incurred for significant
improvement and renewals, which have resulted in an increase in future

economic benefits, are capitalised as additional costs of the fixed asset.

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

assets are as follows:

BEL 2R (RIS LB RE)
Buildings (including land use rights)
HesE

Plant and machinery

B

Motor vehicles

HEHE

Other equipment

OETERER FHER
Estimated useful lives Yearly depreciation rate
20-50 4 2% - 5%

20-50 years 2% - 5%

10-14 7.1% - 10%

10-14 years 7.1% - 10%

5-12F 8.3% - 20%

5-12 years 8.3% - 20%

5-10 ¢ 10% - 20%

5-10 years 10% - 20%
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The estimated residual value of land use rights mainly represents costs arising
from the excess estimated useful lives of land use right over buildings. This
estimated residual value of land use rights is transferred into the costs of
buildings subsequently erected on the land. In the case if no buildings were
subsequently erected on the land, the estimated residual value is transferred
into intangible asset and amortised accordingly. When the fixed asset is
disposed of, the difference between the carrying amount and proceeds from

disposal is recognised in the profit and loss account in current period.
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At each balance sheet date, the Group reviews each of fixed asset items.
Provision for impairment losses is made for the excess of the carrying amount
of an asset over its recoverable amount, which is caused by continuously
decline in market value, obsolete technology, damage, or idle usage, etc.
When economic benefits can no longer be derived from the fixed assets,
these assets are provided at full cost. Provision for impairment losses is
charged into the profit and loss account in current period. Provision for

impairment is made on an individual item basis.

(k) Construction-in-progress

Construction-in-progress represents buildings under construction and
machinery and equipment under installation and testing, and is stated at
cost. The costs include cost of construction, direct constrution costs and the
eligible capitalised borrowing costs from specific loans during the period of
construction, installation and testing. Construction-in-progress is transferred
to fixed assets when it is ready for its intended use. No depreciation is

provided for construction-in-progress.

At each balance sheet date, the Group conducts full-scale review of their
respective construction-in-progress. Provision for impairment losses is made
and charged into the profit and loss account in current period for those
construction-in-progress which construction is suspended and is not expected
to resume in coming 3 years, the specification and technology are obsolete
and the economic benefits of which are uncertain, or items which show other

evidence for impairment losses.

() Borrowing costs

Borrowing costs represent interest expenses, amortisation of discount or
premium and auxiliary charges, and expenses incurred in connection with
the borrowings of funds and foreign exchange differences arising from foreign
currency loans. They are normally directly charged to the profit and loss

account when incur.
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Specific loans are loans borrowed specifically for the construction of fixed
assets. The related interest expenses, amortisation of discount or premium
and exchange differences arising from specific loans are capitalised when:
1) expenditures for the specified construction are incurred; 2) the borrowing
costs have incurred; and 3) upon the commencement of activities that are
necessary for the asset to be ready for its intended use. Capitalisation of
borrowing costs ceases upon the completion of activities that are necessary

for the asset to be ready for its intended use.

The interest expenses arising from specific loans are capitalised based on
the weighted average of construction costs incurred and the weighted average
of respective loans interest for the period subject to the actual interest
expenses incurred. The interests capitalised should not exceed the actual

interest from specific loans expenses incur for the period .

(m) Intangible assets and amortisation

Intangible assets represent land use rights, trademark and technology know-

how.

The costs of land use rights purchased or obtained by way of payments of
land use fee are stated at the purchase price and recognised as intangible
assets upon the commencement of self-use projects. The costs of land use
rights are amortised on a straight-line basis over their estimated useful lives.
From 1st January 2001 onwards, the carrying values of land use rights are
transferred to construction-in-progress when the lands are developed for

self-use projects.

Internally generated technology know-how are recognised at cost when they
are properly registered and approved by authorised legal bureau. The costs
include registration fee, legal consultancy fee and other expenses incurred.
All research and development fees incur before the registration and approval
of internally generated intangible assets are charged into the profit and loss
account as an expense when incur. The Group's technology know-how was
injected by a minority shareholder of a subsidiary during the reorganisation
of that subsidiary and was recorded at a value agreed among all shareholders
of the subsidiary and is amortised on a straight-line basis over an expected

period of inflow of economic benefits of 10 years.
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