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Significant accounting policies (Continued)
(i) Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated
selling price in the ordinary course of business, less the estimated cost of completion and selling expenses.
Cost is determined using weighted average cost.

The cost includes expenditures incurred in acquiring the inventories and bringing them to their
existing location and condition. In the case of work in progress and finished goods, cost includes direct
material and production cost, as well as an appropriate share of overheads based on normal operating
capacity.

Allowance for slow moving, excess and obsolete, and otherwise unsaleable inventory is recorded
based primarily on either the Company's estimated forecast of product demand and production requirement
for the next twelve months or historical trailing twelve month usage. When there has been no usage of an
inventory item during a period of twelve months, the Company writes down such inventories based on
previous experience.

Inventories

2009 2008

(in EUR thousands)
Raw materials and supplies 29,504 26,406
Work in process 56,781 36,911
Finished goods and services completed 86 89
Inventories at customers' locations 3,181 13,680

89,552 77,086

2009 2008
(in EUR
thousands)

Write-down of inventories during the year 5,890 4,587
Inventories measured at net realisable value 6,877 9,378
Inventories recognised as an expense during the period 121,296 128,075

Reversals of write-downs recognised during the year 2,081 872



ARCELORMITTAL AND SUBSIDIARIES
NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Provisions and accruals

ArcelorMittal recognizes provisions for liabilities and probable losses that have been incurred when it
has a present legal or constructive obligation as a result of past events and it is probable that the Company
will be required to settle the obligation and a reliable estimate of the amount of the obligation can be made.
If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the increase in
the provision due to the passage of time is recognized as a financing cost. Provisions for onerous contracts
are recorded in the statement of operations when it becomes known that the unavoidable costs of meeting
the obligations under the contract exceed the economic benefits expected to be received.

Provisions for restructuring relate to the estimated costs of initiated reorganizations that have been
approved by the Group Management Board, and which involve the realignment of certain parts of the
industrial and commercial organization. When such reorganizations require discontinuance and/or closure
of lines or activities, the anticipated costs of closure or discontinuance are included in restructuring
provisions. A liability is recognized for those costs only when the Company has a detailed formal plan for
the restructuring and has raised a valid expectation with those affected that it will carry out the restructuring
by starting to implement that plan or announcing its main features to those affected by it.

Income taxes

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the consolidated statement of operations because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible. The
Company’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the statement of financial position date.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax basis used in the computation of taxable profit, and is
accounted for using the statement of financial position liability method. Deferred tax liabilities are
generally recognized for all taxable temporary differences, and deferred tax assets are generally recognized
for all deductible temporary differences to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilized. Such assets and liabilities are not
recognized if the taxable temporary difference arises from the initial recognition of goodwill or if the
differences arise from the initial recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, and interests in joint ventures, except where the Company is able to control
the reversal of the temporary difference and it is probable that the temporary difference will not reverse in
the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with
such investments and interests are only recognized to the extent that it is probable that there will be
sufficient taxable profits against which to utilize the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted
or substantively enacted by the statement of financial position date. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the
Company expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.
The carrying amount of deferred tax assets is reviewed at each statement of financial position date and



reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Company intends to settle its current tax assets and liabilities on a net basis.

CHINA TELECOM CORPORATION LIMITED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(g) Property, plant and equipment

Property, plant and equipment are initially recorded at cost, less subsequent accumulated depreciation
and impairment losses (Note 2(n)). The cost of an asset comprises its purchase price, any directly
attributable costs of bringing the asset to working condition and location for its intended use and the cost of
borrowed funds used during the periods of construction. Expenditure incurred after the asset has been put
into operation, including cost of replacing part of such an item, is capitalized only when it increases the
future economic benefits embodied in the item of property, plant and equipment and the cost can be
measured reliably. All other expenditure, including the cost of repairs and maintenance which is
substantially included in network operations and support expenses, is expensed as it is incurred.

Subsequent to the revaluation as described in Note 7, property, plant and equipment are carried at
revalued amount, being the fair value at the date of the revaluation, less subsequent accumulated
depreciation and impairment losses. When an item of property, plant and equipment is revalued, any
accumulated depreciation at the date of the revaluation is restated proportionately with the change in the
gross carrying amount of the asset so that the carrying amount of the asset after revaluation equals its
revalued amount. The separate classes into which the Company groups assets for the revaluation are
buildings and improvements; telecommunications network plant and transmission and switching
equipment; and furniture, fixture, motor vehicles and other equipment. When an item of property, plant and
equipment is revalued, the entire class of property, plant and equipment to which that asset belongs is
revalued simultaneously. When an asset’s carrying amount is increased as a result of a revaluation, the
increase is credited directly to equity under the component of revaluation reserve. However, a revaluation
increase is recognized as income to the extent that it reverses a revaluation decrease of the same asset
previously recognized as an expense. When an asset’s carrying amount is decreased as a result of a
revaluation, the decrease is recognized as an expense in the consolidated statements of income. However, a
revaluation decrease is charged directly against any related revaluation surplus to the extent that the
decrease does not exceed the amount held in the revaluation reserve in respect of that same asset.
Revaluations are performed with sufficient regularity such that the carrying amount does not differ
materially from that which would be determined using fair value at the balance sheet date. Revaluations are
performed annually on items which experience significant and volatile movements in fair value while items
which experience insignificant movements in fair value are revalued every three years.

Assets acquired under leasing agreements which effectively transfer substantially all the risks and
benefits incidental to ownership from the lessor to the lessee are classified as assets under finance leases.
Assets held under finance leases are initially recorded at amounts equivalent to the present value of the
minimum lease payments (computed using the rate of interest implicit in the lease) which approximate the
fair value at the inception of the lease. The net present value of the future minimum lease payments is
recorded correspondingly as a finance lease obligation. Assets held under finance leases are amortized over
their estimated useful lives on a straight-line basis. The carrying amount of assets held under finance leases
as of December 31, 2007 and 2008 were RMB32 and RMB93 respectively.

Gains or losses arising from retirement or disposal of property, plant and equipment are determined
as the difference between the net disposal proceeds and the carrying amount of the asset and are recognized



as income or expense in the consolidated statements of income on the date of disposal. On disposal of a
revalued asset, the related revaluation surplus is transferred from the revaluation reserve to retained
earnings.

Depreciation is provided to write off the cost/revalued amount of each asset over its estimated useful
life on a straight-line basis, after taking into account its estimated residual value, as follows:

Depreciable lives
primarily range from

Buildings and improvements 8 to 30 years
Telecommunications network plant, transmission and switching equipment 6 to 10 years
Furniture, fixture, motor vehicles and other equipment 5 to 10 years

Where parts of an item of property, plant and equipment have different useful lives, the cost or
valuation of the item is allocated on a reasonable basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual value are reviewed annually.

(n) Impairment

(ii) Impairment of long-lived assets

The carrying amounts of the Group’s long-lived assets, including property, plant and equipment,
intangible assets, construction in progress and investments are reviewed periodically to determine whether
there is any indication of impairment. These assets are tested for impairment whenever events or changes in
circumstances indicate that their recorded carrying amounts may not be recoverable. For goodwill, the
impairment testing is performed annually at the end of each year balance sheet date.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and the
net selling price. When an asset does not generate cash flows largely independent of those from other assets,
the recoverable amount is determined for the smallest group of assets that generates cash inflows
independently (i.e. a cash-generating unit). In determining the value in use, expected future cash flows
generated by the assets are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of time value of money and the risks specific to the asset. The goodwill
acquired in a business combination, for the purpose of impairment testing, is allocated to cash-generating
units that are expected to benefit from the synergies of the combination.

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment loss is recognized as an expense in the consolidated
statements of income. Impairment loss recognized in respect of cash-generating units is allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying amounts
of the other assets in the unit (group of units) on a pro rata basis.

The Group assesses at each balance sheet date whether there is any indication that an impairment loss
recognized for an asset in prior years may no longer exist. An impairment loss is reversed if there has been
a favorable change in the estimates used to determine the recoverable amount. A subsequent increase in the
recoverable amount of an asset, when the circumstances and events that led to the write-down or write-off
cease to exist, is recognized as an income in the consolidated statements of income. The reversal is reduced
by the amount that would have been recognized as depreciation had the write-down or write-off not
occurred. For the years presented, no reversal of impairment loss was recognized in the consolidated
statements of income. An impairment loss in respect of goodwill is not reversed.



Sanofi-Aventis

Summary of Significant Accounting Policies

B.4.1. Research and development not acquired in a business combination

» Internally generated research and development

In accordance with 1AS 38 (Intangible Assets), internally generated research expenditure is
expensed as incurred under Research and development expenses.

Under IAS 38, internally generated development expenses are recognized as an intangible asset
if, and only if, all the following six criteria can be demonstrated: (a) the technical feasibility of
completing the development project; (b) the Group’s intention to complete the project; (¢) the
Group’s ability to use the project; (d) the probability that the project will generate future
economic benefits; (e) the availability of adequate technical, financial and other resources to
complete the project; and (f) the ability to measure the development expenditure reliably.

Due to the risks and uncertainties relating to regulatory approval and to the research and
development process, the six criteria for capitalization are considered not to have been met
until marketing approval has been obtained from the regulatory authorities. Consequently,
internally generated development expenses arising before marketing approval has been
obtained, mainly the cost of clinical trials, are expensed as incurred under Research and
development expenses.

Chemical industrial development expenses incurred to develop a second-generation process are
incurred after initial regulatory approval has been obtained, in order to improve the industrial
process for an active ingredient. To the extent that the six IAS 38 criteria are considered as
being met, these expenses are capitalized under Intangible assets as incurred.

Helical Bar plc
March 2009

Investment properties (in part)

Investment properties are properties owned or leased by the Group which are held for
long-term rental income and for capital appreciation. Investment properties are initially
recognized at cost, including associated transaction costs, and revalued at the balance
sheet date to fair value. These fair values are based on market values as determined by
professionally qualified external valuers. In accordance with IAS 40, investment
properties held under leases are stated gross of the recognized finance lease liability.

Gains or losses arising from changes in the fair value of investment properties are
included as gains or losses on revaluation in the Income Statement of the period in which
they arise.

In accordance with IAS 40, as the Group uses the fair value model, no depreciation is
provided in respect of the investment properties including integral plant.






