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Significant accounting policies (continued)

Investments in subsidiaries

A subsidiary is an enterprise in which the Company, directly or
indirectly, holds more than half of the issued share capital, or
controls more than half of the voting power, or where the

Company controls the composition of its board of directors.

Investments in subsidiaries are included in the Company’s
balance sheet at cost/carrying value less provision, if

necessary, for permanent diminution in value.

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. 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.

Marketable securities

Investments in marketable securities are carried at fair value.
The unrealised gains or losses arising from valuation are dealt
with in the income statement.

Leases

Leases are classified as finance leases whenever the terms of
the leases transfer substantially all the risks and rewards of
ownership of the leased 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
commitmentsis 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.
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Significant accounting policies (continued)

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. Investmentincome earned on the temporary invest-
ment 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.

Research and development costs

Research costs are charged to the income statementin the year
in which they are incurred. Development costs are charged to
the income statementin the year in which they are incurred
except where a major project is undertaken and it is reasonably
anticipated that development costs will be recovered through
future commercial activity. Such development costs are deferred
and written off over the life of the project from the date of
commencement of commercial operation. Government grants
received as subsidy for the Group’s research and development
activities are credited to the related project costsin the yearin
which the Group is entitled to such grant.

Taxation

The charge for taxation is based on the results for the year after
adjusting for items which are non-assessable or disallowed.
Certain items of income and expense are recognised for tax
purposesin a different accounting period from that in which
they are recognised in the financial statements. The tax effect of
the resulting timing differences, computed under the liability
method, isrecognised as deferred taxation in the financial
statements to the extent that it is probable that a liability or an
asset will crystallise in the foreseeable future.
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