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The Ministry of Finance issued Document Caiqi [2000] No. 295 on 6th
September, 2000 which became effective on the same date, announcing the
accounting treatment in relation to such housing reform. The Company's
board of directors has evaluated the policies referred to in the document and
believes that except for the impact of the above mentioned monetary housing
subsidies, which could not be reascnably estimated, other related policies

will not have a material impact on the Group and the Company.

b. In November 2001, a distributor of the products of the Company (the
"Claimant") filed a lawsuit with the Shandong Municipal Higher People's Court
(the "Court")against the Company. The Claimant sued the Company for
breach of a sales and distribution contract (the "contract") and claimed for
damages of approximately RMB 134,870,000. The Company denied the claim
and has filed a counter claim against the Claimant for delay of settlement of
the receivable balance arising from sales of goods to the Claimant. In addition,
the Company also demanded for the termination of the contract, repayment
of the outstanding receivable balance, as well as the return of certain motor
vehicles and beer-selling machinery provided to the Claimant by the
Company. As of the date of approval of these financial statements by the
board of directors, no judgement has yet been made by the Court. After
consultation with the Company's legal advisor, the directors are of the opinion
that such proceedings will not have a material negative impact on the
operating results of the Group and the company. Accordingly, no provision
for losses in relation to the legal proceeding was considered necessary.
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41. COMMITMENTS

Saved as disclosed in other notes to the financial statements, the Group's
and the Company's capital commitments which are authorised but not

contracted and provided for are as follows:

£ ng
Group Company

2001 2000 2001 2000

BETIE

Construction projects

93,295,000 68,000,000 42,190,000 -

AEELANTGRAFESETHBRER
BN BEEBCERNLBE RS
ar:

The Group's and the Company's capital and rental commitments which were

contracted but not provided for are as follows:

£8 yN=]
Group Company
2001 2000 2001 2000

BAREEE Capital commitments
-BRIRE -Construction projects 244,275,000 160,191,500 50,381,000 17,136,000
- IBBLINEETRE  -Investments and acquisitions 262,030,000 316,610,000 262,030,000 316,610,000

506,305,000 476,801,500 312,411,000 333,746,000
HAEEGE Rental commitments 1,953,000 936,000 1,953,000 836,000
&st Total 508,258,000 477,737,500 314,364,000 334,582,000
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42. SUBSEQUENT EVENT

Saved as disclosed in other notes to the financial statements, in March 2002,
the Company appointed an independent third party to participate in an open
auction held by the Xiamen Municipal Court Pursuant to the arrangement,
the Company acquired all the assets (including fixed assets, intangible assets
and inventories) of Xiamen Yincheng Company Limited at a total cash
consideration of approximately RMB166,030,000. The Company will establish
Tsingtao Brewery (Xiamen) Co. Ltd. ("Xiamen Company") and inject all of

the acquired assets into Xiamen Company.
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43. COMPARATIVE FIGURES

The Group has prepared the accounts in accordance with the "Notice for the
Transitional Arrangement for the Implementation of the Accounting Regulation
for Business Enterprise" (Caikuai [2001]No. 17) and the "Notice for the
Promulgation of Accounting Standards for Business Enterprise" and other
standards (Caikuai [2001]No. 7) (the "Notices") issued by the Ministry of
Finance of the PRC. The Notices stipulate certain accounting requirements
for business enterprises to retrospectively adjust fixed assets, intangible
assets, construction-in-progress and designated deposits for impairment
losses. The Notices also require business enterprises to apply certain new
accounting policies to debt restructuring transactions, non-monetary
transactions and finance lease receivables retrospectively. The above
requiements are considered to be changes in accounting policies and related

comparative information has been restated accordingly.

44. RECONCILIATION OF DIFFERENCES BETWEEN PRC GAAP
AND HK GAAP

The Group has prepared a separate set of statutory financial statements for
the year ended 31st December, 2001 in accordance with PRC accounting
standards and regulations ("PRC GAAP") for shareholders of "A" shares of

the Company.
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BROESs RSB \RetEg) Differences between PRC GAAP and HK GAAP give rise to differences in
BRE, B AEEERNESE a5 the reported balances of assets, liabilities and net profit of the Group. The
R GAEEMER . BEFrskgyxa  financial effect of the material differences between PRC GAAP and HK GAAP

= EEEMERNT : are summarised and explained in the following table:
HRSHEEaBRTSE Impact on the consolidated balance sheet:
2001 2000
ARBTT AREBTT
RMB'000 RMB'000
BOBEST RSB RPEER: 2,964,915 2,204,838

Net assets per financial statements prepared under PRC GAAP:
LEBNRESTRBIPTEZEE -
HK GAAP adjustments:

R—NN=F CHEERZHT DIVER ZHE() 361,173 361,173
Swap rate adjustment on IPO proceeds in 1993 (a)
(R BB 2T 8, T R A 2 R AIE B 2 8 7 (a) (182,042) (182,042)

Amortisation of exchange gain resulting from adoption of the unification

of exchange rates (a)

BEBNREIRAFZIRNEEEEHITE(D) (78,444) (66,964)
Additional depreciation charges under HK GAAP (b)
BEBARESTRAAMHESTB LBAE(C) (15,185) (14,881)
Additional staff welfare expenses under HK GAAP (c)
ROBESTARREZF-HEO() (33,710) (15,821)
Amortisation of investment differences under PRC GAAP (d)
BEBREEEBRIRRR(E) 110,000 100,000
Dividend declared after the balance sheet date (e)
R—NN=FZRH DV ER ZHERE®) (37,878) (37,878)
Other swap rate adjustments in 1993 (f)
BEBNBETRASHEEREEORNIREE) N (6,796)
Research and development expense incurred under HK GAAP (g)
HE (16,278) (10,340)
Others

BEBNARSTRAGTECRPERE 3,072,551 2,331,289

Net assets as per financial statements prepared under HK GAAP

234



WA HRRHTE (4) Notes to the Financial Statements (Cont'd)

el B € e 46 ih])  (Prepared in accordance with PRC accounting standards)
(B s Bah, i £E A REETCEBEI)  (Amounts expressed in RMB unless otherwise stated)
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Impact on the consolidated income statements:

2001 2000
AREETTT ARBETTT
RMB'000 RMB'000
BOBSHEAISTE 2 RREIGERT 102,888 91,697
Profit attributable to shareholders under PRC GAAP
BEBNRBESSIRAIPIEZHE
HK GAAP adjustments:
BREBNARETRAFBZRNEEEEHITE(D) (11,480) (11,480)
Additional depreciation charges under HK GAAP (b)
LEBARBGSTRAFHESUE T ENE(C) (304) (2,041)
Additional staff welfare expenses under HK GAAP (c)
ROBESTARKREZTEE R O(d) (17,889) (9,452)

Amortisation of investment differences under PRC GAAP (d)
BEBNBESTRAGHEEREERNREE(9) ¥ (6,796)

Research and development expense incurred in current year

under HK GAAP (g)

FTRIEHBRIEEN(N) 9,439 -
Forfeited payable balances of subsidiaries (h)
HE 858 1,946
Others

BEBARERASTEZRRELRT 83,512 63,874

Profit attributable to shareholders under HK GAAP

() . ARAR-NN=FESBHT
“H iR, WERLUZREBNRESTRA
IRHIEIBIS - MAFRENZINERZ
SIIURZE 2 HNEBBE DI (“35H)
Pily) ERBLERARE. £PEST
EQ TR ERBREREBERINER
BITEARBLRR - AN BFHEHR
MER BB AIIZREE PIL 2R A
RIS, MERIELERBROARE
361,173,000 7T -

(a). Due to issuance of "H" shares in 1993, the Company had to report under
HK GAAP for the first time since its establishment. For "H" share reporting,
Foreign Exchange Swap Center (“Swap Center”) rates were used for
translation of transactions denominated in foreign currencies instead of the
official exchange rate adopted under the PRC accounting rules and
regulations. The proceeds from the issuance of "H" shares that the Company
collected in Hong Kong dollars from investors was translated at the historical
Swap Center rate applicable at the time of the transaction. This led to

approximately RMB361,173,000 exchange differences.
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As a result of the unification of exchange rates in the PRC effective on
1st January, 1994, monetary assets and liabilities of the Company as at
1st January, 1994 denominated in foreign currencies were translated into
RMB using the unified rate. The unified rate as at 1st January, 1994 was
effectively determined based on the Swap Center rate. An exchange gain
of RMB182,042,000 arising from the retranslation of the foreign currencies
monetary assets and liabilities as at 1st January, 1994 was deferred and
amortised into income over 5 years in the financial statements prepared in
accordance with PRC GAAP. Since the Swap Center rates had already
been used in preparing the financial statements under HK GAAP as of and
for the year ended 31st December, 1993, the above noted exchange gain
had already been reflected in the HK GAAP financial statements as of and

for the year ended 31st December, 1993.

(b). As a result of the different foreign exchange rates adopted in preparing
the financial statements of 1993 under HK GAAP and PRC GAAP, the cost
of fixed assets denominated in foreign currency acquired up to 31st December,
1993 was different between the two sets of financial statements. This has
resulted in an additional depreciation charge of RMB11,480,000
(2000 : RMB11,480,000) in the current year financial statements prepared
in accordance with HK GAAP.

(c). Pursuant to the regulations of the Ministry of Finance and PRC GAAP,
provision for staff welfare fund was calculated at 14% of staff payroll, any
excess payments were captured as a debit balance of the provision balance.
Under HK GAAP, actual welfare expenses are charged to the income
statement as incurred. This resulted in an additional charge of RMB304,000
(2000 : RMB2,041,000) in current year.
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(d). Under PRC GAAP, negative goodwill arising from the excess of the
Group's share of the net assets of the subsidiaries acquired over the
acquisition cost is amortised into the income statement over 10 years.
Under HK GAAP, the difference between the cost of investment and the
share of the fair value of the net assets of the investee company is recognised
as goodwill or negative goodwill. The amount recognised is amortised on a
straight-line basis in accordance with the relevant regulation. As a result of
the difference in accounting treatment, net income was reduced by
approximately RMB17,889,000 (2000 : RMB9,452,000) under HK GAAP.

(e). As noted in note 2, the Company adopted HK SSAP 9 (revised), “Events
after balance sheet date”, effective from 1st January, 2001. As a result,
dividends proposed or declared after year end are not recognised as liabilities
at the balance sheet date. This change resulted in a prior year adjustment
for HK GAAP. Under PRC accounting standards, the aforesaid dividends

are recognised in the accounting period affected.

(f). During 1993, under PRC GAAP foreign currency transactions were
translated into RMB at the average official exchange rate prevailing on the
dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies were translated into RMB at the average official exchange
rate ruling at the end of each month. The exchange differences were dealt
with in the income statement of the year. However, under HK GAAP, foreign
currencies transactions were translated into RMB at the applicable Swap
Center exchange rate prevailing on the day of the transaction. Monetary
assets and liabilities denominated in other currencies were translated into
RMB at the applicable rates of exchange prevailing on the balance sheet
date as quoted by the Swap Center. As a result of the different exchange
rates used under the two GAAPs, there was an exchange difference of
approximately RMB37,878,000 in 1993.
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(9) RIBEEBMISE T 1997(83]15%
X, ANTHR1997 FRENT —IERI
FISE B4V 19.879,0007T, ZETRIEE
FAREFIREA . EEBLARSR
BN, ZBTRRBARKERLSIA—
NNECFENERP -

R-NANCEEZE2EFE, FQT
BERSENRNHEEBEEPEESTE
Blim BRI PR R A SN EIB BRI
RIRER -EEBABESIRRAIT, ZF
MR BEREREERRITAETE
giEnd. #E_FSSF+_/="
—BBERIRRES =8 -

M .RTEBE—F, ANTNFLTE
BEABRERRNRS 9,439,000 7T
(CE=22F 8) - HRPASIERE
KRt M BMERP, ZFHBRAFR
BANTECHR - BIEEBARBBEIRAY
T, HEBRIENRIERETIA -

(9). Pursuant to Qing Cai Gong [1997] document 83 issued by Qingdao
Ministry of Finance, the Company recorded an accrual for research and
development expense of approximately RMB19,879,000 in 1997 which
remained unused as at 31st December, 1997. Under HK GAAP, the accrual
was not recognised and recorded as an expense in 1997.

During 1997 to 2000, the actual research and development expenses were
offset against the accrual made under PRC GAAP, while the actual research
and development expenses incurred were included in the income statement
prepared under HK GAAP. The accrual under PRC GAAP was fully utilised
as of 31st December, 2000.

(h). During 2001, the subsidiaries of the Company obtained waivers from
creditors on certain payable balances of approximately RMB9,439,000
(2000 : Nil). Pursuant to the requirements under PRC GAAP, such amount
was credited directly to reserves while under HK GAAP, the amount waived

was recognised as other income.



