Accounting policies

Basis of accounting

The financial statements are prepared under the historical cost
convention as modified by the revaluation of certain fixed assets.

Basis of consolidation

The financial statements consolidate the financial statements of
CRH plc and its subsidiary undertakings. Turnover and results of
subsidiary undertakings are consolidated in the Group profit and
loss account from the dates on which control over the operating
and financial decisions is obtained. The Group’s share of turnover
and results of joint ventures, which are entities in which the Group
holds an interest on a long-term basis and which are jointly
controlled by the Group and one or more other venturers under a
contractual arrangement, are accounted for from the dates on
which the joint venture agreements are finalised.

Accounting periods

The consolidated financial statements include the financial
statements of the Company and all subsidiary and joint venture
undertakings made up to 31st December.

Turnover

Turnover represents the value of goods and services supplied to
external customers and excludes intercompany sales and value
added tax.

Goodwill

With effect from 1st January 1998, goodwill, being the excess

of the consideration over the fair value of net assets at the date

of acquisition of subsidiary and joint venture undertakings, is
capitalised, and related amortisation based on its estimated useful
life of 20 years is charged against profit before interest. Goodwill
arising prior to that date was written-off immediately against
reserves. On disposal of an undertaking acquired prior to 1st
January 1998, goodwill eliminated against reserves in respect of
that undertaking is included in the determination of the profit or
loss on disposal.

Taxation

Current tax represents the amount expected to be paid or
recovered in respect of taxable profit for the year and is calculated
using the tax rates and laws that have been enacted or
substantially enacted at the balance sheet date.

Deferred taxation, the estimated future tax consequences of
transactions and events recognised in the financial statements of
the current and previous years, is provided on all material timing
differences using the average tax rates which are expected to
apply in the periods in which the timing differences are expected
to reverse. Timing differences between the Group’s taxable profits
and its results as stated in the financial statements arise from the
inclusion of gains and losses in tax assessments in periods different
from those in which they are recognised in the financial
statements. Deferred tax liabilities are not discounted.
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Translation of foreign currencies

These financial statements are presented in euro. Results and cash
flows of subsidiary and joint venture undertakings based

in non-euro countries have been translated into euro at average
exchange rates for the year, and the related balance sheets have
been translated at the rates of exchange ruling at the balance sheet
date. Adjustments arising on translation of the results of non-euro
subsidiary and joint venture undertakings at average rates, and on
restatement of the opening net assets at closing rates, are dealt
with in retained profits, net of differences on related currency
borrowings. All other translation differences are included in
arriving at operating profit.

Averagerates Year-endrates
eurol= 2002 2001 2002 2001
US Dollar 0.9456 0.8956 1.0487 0.8901
Pound Sterling 0.6288 0.6218 0.6505 0.6120
Polish Zloty 3.8574 3.6721 4.0210 3.4953
Swiss Franc 1.4670 15104 1.4524 14774
Argentine Peso 2.9514 0.8956 3.5289 14019

Capital grants

Capital grants received in respect of the purchase of tangible fixed
assets are treated as a deferred credit, a portion of which is
released to the profit and loss account annually over the useful
economic life of the asset to which it relates.

Pensions and other post-retirement obligations

Costs and liabilities in respect of pensions and other post-
retirement obligations are measured in accordance with the
provisions of Statement of Standard Accounting Practice (SSAP) 24
and are independently assessed in accordance with the advice of
professionally qualified actuaries.

The regular cost of pensions and other post-retirement obligations
is charged to operating profit over the employees’ service lives on
the basis of a constant percentage of earnings. Variations from
regular cost, arising from periodic actuarial valuations, are charged
to operating profit over the expected remaining service lives of
current employees.

Tangible fixed assets

Depreciation and amortisation

Depreciation is calculated to write-off the book value of each
tangible fixed asset during its useful economic life on a straight
line basis at the following rates:

Land and buildings: The book value of mineral-bearing land, less
an estimate of its residual value, is amortised over the period of the
mineral extraction in the proportion which production for the
year bears to the latest estimates of mineral reserves. In general,
buildings are depreciated at 25% p.a.

Plant and machinery: These are depreciated at rates ranging
from 3.3% p.a. to 20% p.a. depending on the type of asset.



Transport: In general, transport equipment is depreciated
at 20% p.a.

Impairment of fixed assets

The carrying value of tangible assets is reviewed for impairment if
events or changes in circumstances indicate that the carrying
value may not be recoverable. Under Irish GAAP, impairment is
assessed by comparing the carrying value of an asset with its
recoverable amount (being the higher of net realisable value and
value in use). Net realisable value is defined as the amount at
which an asset could be disposed of net of any direct selling costs.
Value in use is defined as the present value of the future cash flows
obtainable through continued use of an asset including those
anticipated to be realised on its eventual disposal.

Leasing

Assets held under leasing arrangements that transfer substantially
all the risks and rewards of ownership to the Group are
capitalised. The capital element of the related rental obligations is
included in bank loans and overdrafts. The interest element of the
rental obligations is charged to the profit and loss account so as to
produce a constant rate of charge. Operating lease rentals are
charged to the profit and loss account.

Stocks

Stocks are stated at the lower of cost, mainly average cost, and net
realisable value. In the case of finished goods and work-in-
progress, cost includes direct materials, direct labour and
attributable overheads. Net realisable value is the estimated
proceeds of sale less all further costs to completion, and less all
costs to be incurred in marketing, selling and distribution.

Long-term contracts

Amounts recoverable on long-term contracts, which are included
in debtors, are stated at the net sales value of the work done less
amounts received as progress payments on account. Cumulative
costs incurred, net of amounts transferred to cost of sales, after
deducting foreseeable losses, provision for contingencies and
payments on account not matched with turnover, are included as
long-term contract balances in stocks.

Liquid resources

Liquid resources are current asset investments which are held as
readily disposable stores of value. Liquid resources include
investments in government gilts and commercial paper and
deposits of less than one year.

Financial instruments

Financial instruments include (i) borrowings, (ii) cash, deposits and
liquid resources and (iii) interest and currency swaps, forward
contracts and other derivatives.

It is the Group’s policy to partially hedge its investment in foreign
currencies by maintaining a net debt position in all foreign
currencies, and to maintain within net debt a mix of fixed and
floating interest rates.

Derivatives, principally interest and currency swaps and forward
foreign exchange contracts, are used to manage interest rate risks
and to achieve the desired currency profile of borrowings. Interest
differentials arising on these derivatives are recognised in net
interest expense over the period of the related contract.

Where derivatives are used to hedge cross-currency cash flows
arising from trading activities, the underlying transaction is
recorded at the contract rate.

Where operations use derivatives to manage the cost of future
expected energy usage, gains and losses arising thereon are
deferred until maturity.
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