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Opinion

In our opinion the accounts give a true and fair view of the state of affairs of

the Company and of the Group as at 31st December 2002 and of the Group’s

profit and cash flows for the year then ended and have been properly prepared

in accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 2nd April, 2003

AUDITORS’ REPORT TO THE SHAREHOLDERS OF TSINGTAO

BREWERY COMPANY LIMITED

(A Sino-foreign Joint Stock Company established in the People’s Republic

of China with limited liability)

We have audited the accounts on pages 56  to 137 which have been prepared

in accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation of accounts

which give a true and fair view.  In preparing accounts which give a true and

fair view it is fundamental that appropriate accounting policies are selected

and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on

those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards

issued by the Hong Kong Society of Accountants.  An audit includes

examination, on a test basis, of evidence relevant to the amounts and

disclosures in the accounts.  It also includes an assessment of the significant

estimates and judgements made by the directors in the preparation of the

accounts, and of whether the accounting policies are appropriate to the

circumstances of the Company and the Group, consistently applied and

adequately disclosed.

We planned and performed our audit so as to obtain all the information and

explanations which we considered necessary in order to provide us with

sufficient evidence to give reasonable assurance as to whether the accounts

are free from material misstatement.  In forming our opinion we also evaluated

the overall adequacy of the presentation of information in the accounts.  We

believe that our audit provides a reasonable basis for our opinion.
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Group Company

�� 2002 2001 2002 2001

Note(s) �� !" �� !" �� !" �� !"

RMB'000 RMB'000 RMB'000 RMB'000

(��35) (��35)

(Note 35) (Note 35)

�� Assets

�� !" Non-current assets

�� !�� Fixed assets, net 14 5,571,972 5,550,989 1,140,504 1,195,785

�� ! Construction-in-progress 15 208,575 206,976 70,009 90,797

�� !�� Intangible assets, net 16 107,778 112,445 80,796 81,828

�� !�� Long-term investments, net 17 55,163 57,081 54,209 55,306

����� !" Investments in subsidiaries 18 - - 1,611,622 1,588,222

����� ! Investments in associated companies 19 28,448 33,743 6,265 6,496

�� Goodwill 20 131,381 77,427 - -

�� Negative goodwill 21 (102,012) (111,975) - -

�� !"# Deferred tax assets 9, 26 5,101 8,396 5,101 8,396

�� !"# Other long-term assets 22 69,396 80,816 66,789 76,633

6,075,802 6,015,898 3,035,295 3,103,463

�� ! Current assets

���� Inventories, net 23 1,223,807 1,044,571 269,435 267,459

�� ! Short-term investment 150 - - -

�� ! Dividends receivable - - 10,675 14,370

�� !" Subsidies receivable 4,266 1,097 - -

�� ! Bills receivable 65,899 25,853 71,100 4,318

�� !�� Accounts receivable, net 13, 22 167,722 151,648 175,697 170,753

�� !"#$ Amounts due from subsidiaries 13 - - 494,185 866,058

�� !�� ! Deposits, prepayments and other 13 491,121 403,220 442,009 235,600

�� !"# receivables

�� !"# Short-term bank deposits 29,000 47,284 29,000 47,284

�� !"#$% Pledged bank deposits 25 63,205 20,932 - -

�� ��!"# Cash and cash equivalents 762,166 502,110 250,656 115,022

2,807,336 2,196,715 1,742,757 1,720,864

�� 2002 2001

Note(s) �� !" �� !"

RMB'000 RMB'000

(�� 35)

(Note 35)

�� Turnover  4, 13 6,195,197 4,692,616

�� !"# Cost of sales 13 (4,031,922) (3,131,562)

�� !"# Gross profit 2,163,275 1,561,054

�� !�� Other revenues, net 4 97,510 117,386

�� ! Distribution and selling expenses (1,129,830) (895,715)

�� ! General and administrative expenses (609,881) (483,008)

�� ! Profit from operations 5 521,074 299,717

�� ! Finance costs 8 (146,661) (136,189)

���� ! Share of (losses) profits of associated

��(��)�� companies (5,059) 217

�� !" Profit before taxation 369,354 163,745

�� Taxation 9 (109,917) (62,892)

�� !" Profit after taxation 259,437 100,853

�� !"# Minority interests (36,892) (17,341)

�� ��� Profit attributable to shareholders 10 222,545 83,512

�� Dividends 11 110,000 100,000

�� !"# Basic earnings per share 12 �� 0.2225 �� 0.0850

RMB0.2225  RMB0.0850

�� !"# Fully diluted earnings per share 12 �� �� 

n/a n/a

�� !"
Balance Sheets

�� !"
Consolidated Profit And Loss Account

�� !"#$%&'()*+==(Prepared in accordance with Generally Accepted Accounting Principles in Hong Kong)
�� !! "# $%#&'(") For the year ended 31st December, 2002

�� !"#$%&'()*+==(Prepared in accordance with Generally Accepted Accounting Principles in Hong Kong)

��  �!"�#$"%& As at 31st December, 2002
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Group
�� 2002 2001
Note �� !" �� !"

RMB'000 RMB'000
(��35)
(Note 35)

�� ! Operating activities
�� !"��� ! Net cash inflow generated from operations 29a 1,241,310 477,409
�� !" Income tax paid (130,578) (61,548)
�� ! Interest received 10,661 16,518

�� !"��� ! Net cash inflow from operating activities 1,121,393 432,379

�� ! Investing activities
�� !"#$%�&' Additions to fixed assets and construction- (513,615) (774,974)

in-progress
�� !"#$%&' Proceeds from disposal of fixed assets 53,429 186,334
�� !"#$% Additions to other long-term assets (2,644) (2,748)
�� !"#$%&' Interest received from long-term debt 2,799 2,799

investments
���� !"#$%&� Net cash outflow from acquisitions of 29b (162,713) (320,564)
� subsidiaries

�� !"#$%&'( Net cash outflow from acquisitions of (7,480) (65,716)

�� �� additional interests in subsidiaries
�� !"#$%&'�� Net cash outflow from investments in (109) (10,101)
�� !�� associated companies and other

investments
(��)��� !"#$% (Increase) decrease in short-term bank (23,989) 48,731
�� !"#$ deposits and pledged bank deposits

�� !"��� ! Net cash outflow from investing activities (654,322) (936,239)

�� !��� !(��) Net cash inflow (outflow) before financing activities 467,071 (503,860)

�� ! Financing activities
�� ! New loans borrowed 29c 4,136,926 3,790,906
�� ! Repayment of loans 29c (4,075,545) (3,992,519)
�� !"#$%&�� Net proceeds from issuance of shares 29c - 757,729
�� !"#$�%&' Cash capital contributions from minority 29c 9,442 27,739
�� shareholders of subsidiaries

�� ! Interest paid (147,479) (140,036)
�� ! Dividends paid (110,000) (100,000)
�� !"#$%&!' Dividends paid to minority shareholders of 29c (20,676) (10,118)
�� subsidiaries

�� !"���(��)�� Net cash (outflow)inflow from financing activities (207,332) 333,701

�� ��!"#$%&'  Increase (decrease) in cash and cash 259,739 (170,159)
(��) equivalents

�� !"#$ Effect of translation differences 317 21
�� !" !#$%& Cash and cash equivalents, beginning of year 502,110 672,248

�� !" !#$%& Cash and cash equivalents, end of year 762,166 502,110

�� ��

Group Company

�� 2002 2001 2002 2001

Note(s) �� !" �� !" �� !" �� !"

RMB'000 RMB'000 RMB'000 RMB'000

(��35) (��35)

(Note 35) (Note 35)

�� ! Current liabilities

�� ! Accounts payable 13, 25 651,513 583,679 97,175 112,726

 �� !" Other payables 13 749,383 629,716 91,386 80,819

 �� ! Short-term loans 24 2,669,481 2,496,233 946,000 1,085,500

 �� !"#"$% Current portion of long-term loans 24 110,054 119,834 35,516 35,938

 �� ! Bills payable 25 435,628 167,278 124,376 109,810

 �� ! Advances from customers 13 147,983 91,204 42,702 42,215

 �� ! Accruals 46,193 40,321 10,384 5,791

 �� ! Taxes payable 119,488 121,726 (3,181) 6,623

4,929,723 4,249,991 1,344,358 1,479,422

���(��)�� Net current (liabilities) assets 24 (2,122,387) (2,053,276) 398,399 241,442

�� ��� ! Total assets less current liabilities 3,953,415 3,962,622 3,433,694 3,344,905

�� ! Long-term liabilities

 �� !"# Long-term bank loans 24 90,644 203,349 48,219 66,620

 �� !"# Other long-term liabilities - 55,951 - 117

90,644 259,300 48,219 66,737

�� !"# Minority interests 677,348 630,771 - -

��� Net assets 3,185,423 3,072,551 3,385,475 3,278,168

�� ! Shareholders' equity

 �� Share capital 27 1,000,000 1,000,000 1,000,000 1,000,000

 �� Reserves 28 1,965,423 1,962,551 2,165,475 2,168,168

 �� !"#$ Proposed dividend 11, 28 220,000 110,000 220,000 110,000

3,185,423 3,072,551 3,385,475 3,278,168

�� Li Gui Rong �� Jin Zhi Guo

�� Director �� Director

�� !"E�F
Balance Sheets (Cont’d)

�� !"#$%&'()*+==(Prepared in accordance with Generally Accepted Accounting Principles in Hong Kong)

��  �!"�#$"%& As at 31st December, 2002

�� !"#$
Consolidated Cash Flow Statement

�� !"#$%&'()*+==(Prepared in accordance with Generally Accepted Accounting Principles in Hong Kong)
�� !! "# $%#&'(") For the year ended 31st December, 2002


