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As a result of this change in accounting policy, the Company's net profits for

the year ended 31st December, 2000 reduced by approximately RMB858,

000.  The Company's net profits for 1999 and prior years and the beginning

unappropriated profits for the year 2000 decreased by approximately RMB3,

956,000.  For the year ended 31st December, 2001, the Company's net

profit increased by approximately RMB923,000 and the beginning net assets

were reduced by approximately RMB4,814,000, of which the beginning

unappropriated profits accounted for a decrease of prof i ts by

approximately RMB4,643,000.

b. Housing fund

Prior to 1st January, 2001, pursuant to the relevant PRC accounting

standards, all repair and maintenance expenses of staff quarters, staff housing

allowances and subsidies and loss on disposal of staff quarters for the Group

and the Company were charged to the staff housing fund.  Rental income

from staff housing rentals, rental deposits, capital transfer from reserves,

interest income earned on the staff housing fund were all credited to the staff

housing fund.  The Group's and the Company's housing fund balances as at 31st

December, 2000 were debit balances of RMB22,194,515 and RMB22,856,589,

respectively.

According to Caiqi [2000] No.295, the "Notice for the Accounting Treatment

related to Housing Reform" and Caikuai [2001] No. 5, the "Regulations for

the Accounting Treatment of Housing Reform" issued by the Ministry of

Finance of the PRC, the housing fund balance had to be eliminated against

the beginning unappropriated profits as at 1st January 2001.  All related

expenses and income incurred by the Group and the Company for the current

and future periods are charged to the income statement as incurred.
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This change in accounting policy has been applied retrospectively and the

comparative figure is also adjusted accordingly.  The change leads to a

decrease of the Group's net profit for the year ended 31st December, 2000

of approximately RMB2,646,000.  The Group's net profits in 1999 and prior

years and the beginning unappropriate profits of 2000 also decreased by

approximately RMB17,477,000. The Group's net profits for the year ended

31st December, 2001 has decreased by approximately RMB15,784,000 and

the net assets as at 31st December, 2001 decreased by approximately

RMB20,123,000 of which the beginning unappropriated profits accounted

for a decrease of by approximately RMB19,638,000.

This change in accounting policy has resulted in a decrease of the

Company's net profits for the year ended 31st December, 2000 of

approximately RMB2,646,000, and the Company's net profits in 1999 and

prior years and the beginning unappropriated profits of 2000 decreased by

approximately RMB17,681,000.  The Company's net profit for the year ended

31st December, 2001 was  reduced by approximately RMB11,104,000 and

the net assets were reduced by approximately RMB20,327,000, of which

the beginning unappropriated profits has decreased by approximately RMB19,

798,000.

4.TAXATION

a. Profits tax

�� ��

Group Company

2001 2000 2001 2000

�� !"#$(i) PRC Enterprise Income Tax(i) 64,427,066 52,234,117 25,121,532 33,736,322

�� !"(ii) Hong Kong profits tax(ii) 851,495 686,482 - -

�� !"#(� Deferred tax crystallised

�)(iii)  (recognised) (iii) (2,386,271) (6,009,744) (2,386,271) (6,009,744)

�� Total 62,892,290 46,910,855 22,735,261 27,726,578
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(i)PRC Enterprise Income Tax

PRC Enterprise Income Tax ("EIT") is provided on the assessable income

for the year calculated in accordance with the relevant regulations of the

PRC after considering all the available tax benefits from refunds and

allowances.

In accordance with an approval document dated 18th April, 1994 issued by

the State Administration for Taxation ("SAT") of the PRC, net profits earned

by the Company is subject to profits tax at 15% effective from the date of

establishment of the Company.  This rate will remain effective until and unless

the enterprise income tax law and regulations change otherwise.  The

Company received confirmation from the Qingdao Ministry of Finance on

23rd March, 1997 that this preferential tax treatment would not be terminated

until further notice.

According to an approval received from Xian Municipal People's Government

at the time of its acquisition, Tsingtao Brewery Xian Company Limited ("Xian

Company") is subject to EIT at a rate of 15%.  Pursuant to Shi Cai Fa [2000]

No. 1282 document issued by Xian Municipal Ministry Finance Department,

the tax benefit will be terminated at the year end 2002 and Xian Company

will then be subject to EIT at a rate of 33%.

Tsingtao Brewery (Sanshui) Company Limited, Tsingtao Brewery (Chenzhou)

Company Limited and Shenzhen Tsingtao Beer Asahi Company Limited were

approved as foreign invested enterprises and therefore, they are exempt

from EIT for two years starting from the first year of profitable operations

after offsetting prior year tax losses, followed by a 50% reduction for the next

three years.

Tsingtao Brewery (Zhuhai) Company Limited was established and operated

in the Zhuhai Special Economic Zone, accordingly, it is subject to EIT at a

rate of 15%.

Other subsidiaries of the Group which are established and operating in the

PRC are subject to EIT at a rate of 33% based on their respective assessable

income for the year.
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(ii)Hong Kong profit tax

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on

the estimated assessable profit for the year.

(iii)Deferred tax crystallised (recognised)

Deferred tax crystallised (recognised) mainly comprise the following two items:

- According to current PRC enterprise income tax regulations ("EIT

Regulations"), advertising expenses are deductible for EIT assessment

purposes at a maximum amount of 2% of the turnover of a company in one

fiscal year. Any undeducted portion can be carried forward indefinitely for

deduction in future years. For the year ended 31st December, 2001, the

Group and the Company realised approximately RMB589, 000 deferred

tax assets that were recognised in prior years relating to this arrangement.

- According to the EIT Regulations, taxpayers can apply to the relevant

tax bureaus to claim deduction of bad debt expense for EIT assessment

when certain criteria are fulfilled. As at 31st December, 2001, the Group

and the Company had applied to the relevant tax bureau to claim a

deduction of bad debt expenses of approximately RMB19, 830,000 from

their assessable income for the year ended 31st December, 2001.

Approximately RMB2, 975,000 of the related tax effect was recognised as

a deferred tax asset in the current year.

b. Value-added tax

According to the PRC value-added tax temporary regulations ("VAT

Regulations"), the Group is subject to output value-added tax ("VAT") ("output

VAT") which is calculated at 17% of the sales of tangible goods.  The Group

pays VAT on its purchases of raw material and auxiliary materials ("input

VAT") which is deducted against output VAT in arriving at the net VAT amount

payable to the PRC Government. In addition, the Group accrues and pays

city construction tax ("CCT") and educational surcharge ("ES") based on 7%

and 3% of net VAT amount payable, respectively.
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c. Consumption tax

Prior to May 2001, pursuant to the SAT’s regulations, consumption tax of

RMB220 per ton is charged on the sale of beer.  In May, 2001, the Ministry of

Finance of the PRC and the SAT issued the “Notice for changes in

consumption tax for alcoholic products”(Caishui [2001] No.84), which states

that for beer with an ex-factory price (including packaging material and its

deposits) above RMB3,000 per ton, the consumption tax is RMB250 per ton.

For all the other beers sold below that price, the consumption tax remains at

RMB220 per ton.

5. INFORMATION ON SUBSIDIARIES AND ASSOCIATED

COMPANIES

a.  As at 31st December, 2001, particulars of the principal subsidiaries

of the Company are as follows:

(i)Subsidiaries established/acquired before 2001.

�� !" �� 

�� !"# �� ! �� ! ���� !�� �� !

�� ! �� !

Place of

establishment and Equity interest held

Name of subsidiaries principal operation Registered capital by the Company�� Principal activities

Directly Indirectly

 held  held

�� !�� !�� ! �� ! �� 60,000,000 - 72.83% �� !"#$%&

Tsingtao Brewery (Zhuhai) Zhuhai, RMB 60,000,000 - 72.83% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 41,335,505 - 71.25% �� !"#$%&

Tsingtao Brewery (Sanshui) Sanshui, RMB 41,335,505 - 71.25% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 70,003,056 - 84.36% �� !"#$%&

Tsingtao Brewery (Chenzhou) Chenzhou, RMB 70,003,056 - 84.36% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

166-188 7/4/02, 9:04 AM171



172

�� !"#$��� !==(Prepared in accordance with PRC accounting standards)
E�� !"#$�� !"#$%&'()*+==(Amounts expressed in RMB unless otherwise stated)

�� !"#�� Notes to the Financial Statements (Cont’d)

�� !" �� 

�� !"# �� ! �� ! ���� !�� �� !

�� ! �� !

Place of

establishment and Equity interest held

Name of subsidiaries principal operation Registered capital by the Company�� Principal activities

Directly Indirectly

 held  held

�� !�� !�� ! �� ! �� 5,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Huangshi) Huangshi, RMB 5,000,000 - 90.25% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 5,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Yingcheng) Yingcheng, RMB 5,000,000 - 90.25% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !"#$%&'() �� ! �� 30,000,000 51% - �� !"#$

Shenzhen Tsingtao Beer Asahi Shenzhen, USD 30,000,000 51% - Manufacturing and trading of beer

  Company Limited   the PRC

�� !"#$%&'()* �� ! �� 20,000,000 95% - �� !"#

Shenzhen Tsingtao Brewery Shenzhen, RMB 20,000,000 95% - Domestic trading of beer

  Sales Company Limited   the PRC

�� !"#$%&'() �� ! �� 100,000,000 95% - �� !

Tsingtao Brewery Huadong Shanghai, RMB 100,000,000 95% - Investment holding

  Holding Company Limited   the PRC

�� !"#$%&'()*+ �� ! �� 3,000,000 - 94.53% �� !"#

Tsingtao Brewery Huadong Shanghai, RMB 3,000,000 - 94.53% Domestic trading of beer

  Shanghai Sales Company   the PRC

  Limited

�� !"#$%&'()*+ �� ! �� 1,000,000 - 93.88% �� !"#

Tsingtao Brewery Huadong Nanjing Nanjing, RMB 1,000,000 - 93.88% Domestic trading of beer

  Sales Company Limited   the PRC

�� !"#$%&' �� ! �� 50,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Shanghai) Shanghai, RMB 50,000,000 - 90.25% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 20,000,000 - 85.50% �� !"#$%&

Tsingtao Brewery (Wuhu) Wuhu, RMB 20,000,000 - 85.50% Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !"�� ! �� !" �� 5,000,000 - 91.25% �� !"#$%&

Tsingtao Brewery (Maanshan) Maanshan, RMB 5,000,000 - 91.25% Manufacturing and domestic

  Company Limited   the PRC   trading of beer
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Place of

establishment and Equity interest held

Name of subsidiaries principal operation Registered capital by the Company�� Principal activities

Directly Indirectly

 held  held

�� !"#$%&'() �� ! �� 1,000,000 35% - �� !"#

Shanghai Tsingtao Brewery Sales Shanghai, RMB 1,000,000 35% - Domestic trading of beer

  Company Limited   the PRC

�� !"#��� !" �� ! �� 36,640,000 75% - �� !"#$%&

Tsingtao Brewery Shanghai Shanghai, USD 36,640,000 75% - Manufacturing and domestic

  Songjiang Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 60,606,060 99% - �� !"#$%&

Tsingtao Brewery (Shouguang) Shouguang, RMB 60,606,060 99% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 5,000,000 70% - �� !"#$%&

Tsingtao Brewery (Weifang) Weifang, RMB 5,000,000 70% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 5,000,000 95% - �� !"#$%&

Tsingtao Brewery (Anqiu) Anqiu, RMB 5,000,000 95% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !"#$%&' �� ! �� 10,000,000 95% - �� !"#$%&

Tsingtao Brewery No. 3 Pingdu, RMB 10,000,000 95% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 10,000,000 60% - �� !"#$%&

Tsingtao Brewery (Xuzhou) Peixian, RMB 10,000,000 60% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !"#�� ! �� ! �� 5,000,000 90% - �� !"#$%&

Tsingtao Brewery (Xuzhou Pengcheng, RMB 5,000,000 90% - Manufacturing and domestic

  Pengcheng) Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 10,000,000 70% - �� !"#$%&

Tsingtao Brewery (Xuecheng) Xuecheng, RMB 10,000,000 70% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer

�� !�� !�� ! �� ! �� 15,000,000 95% - �� !"#$%&

Tsingtao Brewery (Tengzhou) Tengzhou, RMB 15,000,000 95% - Manufacturing and domestic

  Company Limited   the PRC   trading of beer
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