NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Research and development expenditure
Expenditure on research activities is recognised as an expense in the

period in which it is incurred.

An internally-generated intangible asset arising from development
expenditure is recognised only if it is anticipated that the
development costs incurred on a clearly-defined project will be
recovered through future commercial activity. The resultant asset is

amortised on a straight line basis over its useful life.

Where no internally-generated intangible asset can be recognised,
development expenditure is recognised as an expense in the period

in which it is incurred.

Government grants received as subsidy for the Group’s research and
development activities are credited to the related project costs in the

year in which the Group is entitled to such grant.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount.
Impairment losses are recognised as an expense immediately,
unless the relevant asset is carried at a revalued amount, in which

case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated
as a revaluation increase.

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 purposes in a
different accounting period from that in which they are recognised in
the financial statements. The tax effect of the resulting timing
differences, computed using the liability method, is recognised 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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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencies

Transactions in foreign currencies are translated at the approximate
rates ruling on the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies, except funds advanced
to subsidiaries which are regarded as permanent equity funding, are
re-translated at the rates ruling on the balance sheet date. Gains
and losses arising on exchange are dealt with in the income
statement. Funds advanced to subsidiaries which, although not
designated as capital, are regarded as permanent equity funding,

are stated at historical rates.

On consolidation, the assets and liabilities of overseas subsidiaries
are translated at the market rates at the balance sheet date and the

results of overseas subsidiaries are translated at the average market
rate during the year. All exchange differences arising on

consolidation are dealt with in the exchange reserve.

Employee Share Incentive Scheme

The costs on Employee Share Incentive Scheme are recognised as an
expense in the period in which the relevant employees’ services are
rendered and are calculated with reference to the nominal value of
shares expected to be issued under the scheme.

Retirement benefit schemes

The retirement benefit costs charged to the income statement
represent the contribution payable in respect of the current year to
the Group’s defined contribution retirement schemes and Mandatory

Provident Fund Scheme.

Cash equivalents

Cash equivalents represent short term highly liquid investments
which are readily convertible into known amounts of cash and which
were within three months of maturity when acquired; less advances
from banks repayable within three months from the date of the

advances.

TURNOVER

Turnover represents the amounts received and receivable for goods
sold to customers during the year, less returns and allowance.
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