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(g) Intangible assets

(i) Trademarks and technology know-how

Trademarks and technology know-how are measured initially at cost, and

are recognised if it is probable that the future economic benefits that are

attributable to the asset will flow to the Group, and the cost of the asset can

be measured reliably.  After initial recognition, trademark and technology

know-how are recorded at cost less accumulated amortisation and any

accumulated impairment losses.

Subsequent expenditure on trademark and technology know-how after their

purchase or their completion is recognised as an expense when it is incurred

unless it is probable that this expenditure will enable the trademark and

technology know-how to generate future economic benefits in excess of its

originally assessed standard of performance and can be measured and

attributed to the trademark and technology know-how reliably in which case

it will be added to their cost.

Trademarks and technology know-how are amortised on a straight-line basis

over their estimated useful lives.  The amortisation period and the amortisation

method are reviewed annually at each financial year end.  The estimated

useful lives are as follows:

Trademarks:

Trademarks - Tsingtao Beer 40 years

Other trademarks 5 -10 years

Technology know - how 10 years

Trademarks mainly include the “TSINGTAO BEER” trademark which was

injected by the founding shareholders into the Company on 16th June 1993

as their capital contributions.  The recorded value of the trademark was

assessed based on the results of a valuation approved by the State-Owned

Assets Administration Bureau of the PRC.  Since then, amortisation of the

trademark is provided on a straight-line basis to write off the revalued amount

of the trademark over its estimated useful live of 40 years.
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(ii) Investment securities

Investments in debt (other than held-to-maturity securities) and equity

securities which are intended to be held for an identified long-term purpose

on a continuing basis, are classified as investment securities and are included

in the balance sheet at cost less any provision for impairment in value.

The carrying amounts of investment securities are reviewed at each balance

sheet date to assess whether the fair values have declined below the carrying

amounts.  When a decline other than temporary has occurred, the carrying

amounts of such securities are reduced to their fair values.  The impairment

losses are recognised as expenses in the profit and loss account.  These

impairment losses are written back to the profit and loss account when the

circumstances and events that led to the write-downs or write-offs cease to

exist and there is persuasive evidence that the new circumstances and events

will persist for the foreseeable future.

Upon disposal or transfer of the investment securities, any gain or loss thereon

is accounted for in the profit and loss account.

(iii) Other investments

Securities other than investment securities or held-to-maturity securities are

classified as other investments and are carried at fair value in the balance

sheet.  Any unrealised holding gain or loss on other investments is recognised

in the profit and loss account in the period when it arises.

Upon disposal or transfer of other investments, any gain or loss thereon is

accounted for in the profit and loss account.
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(h) Goodwill

The excess of the cost of an acquisition over the Group’s interest in the fair

value of the net identifiable assets and liabilities of the acquired subsidiary

and associated company at the date of the acquisition is recorded as goodwill

and recognised as an asset in the balance sheet.  With respect to investments

in associated companies accounted for under the equity method of

accounting, goodwill is included in the carrying amount of the investments.

Goodwill is carried at cost less accumulated amortisation and accumulated

impairment losses.  Goodwill is amortised on a straight-line basis over its

estimated life of 10 years.

(i) Negative goodwill

Any excess, as at the date of the transaction, of the Group’s interest in the

fair values of the identifiable assets and liabilities of the acquired subsidiary

over the cost of the acquisition, is recognised as negative goodwill and is

presented as a deduction from assets separately on the balance sheet as

negative goodwill.

Negative goodwill is recognised in the profit and loss account as follows:

J=to the extent that negative goodwill relates to expected future losses and

expenses that are identified in the Group’s plan for the acquisition and can

be measured reliably, but which do not represent identifiable liabilities at the

date of acquisition, that portion of negative goodwill is recognised as income

when the future losses and expenses are recognised.

J=the amount of negative goodwill not exceeding the fair values of acquired

identifiable non-monetary assets is recognised as income on a systematic

basis over the remaining weighted average useful life of the identifiable

acquired depreciable/amortisable assets; and

J=the amount of negative goodwill in excess of the fair values of acquired

identifiable non-monetary assets is recognised as income immediately.
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In the opinion of the Company’s directors, since the above trademark is

essential to the operations of the Company and it is expected to bring enduring

economic benefits to the Group and the Company continuously, it is amortised

over a period of 40 years, which is longer than the presumed period of 20

years prescribed by SSAP 29.

Other trademarks were acquired as a result of the acquisitions of certain

subsidiaries.  They are amortised over their estimated useful lives ranging

from 5 to 10 years. The costs of these intangible assets were determined

based on their fair value at the respective dates of acquisition.

(ii) Research and development costs

Research costs are expensed as incurred. Costs incurred on development

projects relating to the design and testing of new or improved products are

recognised as an intangible asset where the technical feasibility and intention

of completing the product under development has been demonstrated and

the resources are available to do so, costs are identifiable and there is an

ability to sell or use the asset that will generate probable future economic

benefits. Such development costs are recognised as an asset and amortised

on a straight-line basis over a period to reflect the pattern in which the related

economic benefits are recognised. Development costs that do not meet the

above criteria are expensed as incurred. Development costs previously

recognised as an expense are not recognised as an asset in a subsequent

period.  No development costs were capitalised during the year.

(iii) Impairment of intangible assets

Where an indication of impairment exists, the carrying amount of any

intangible asset, including goodwill previously written off against reserves, is

assessed and written down immediately to its recoverable amount.
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(h) Goodwill

The excess of the cost of an acquisition over the Group’s interest in the fair

value of the net identifiable assets and liabilities of the acquired subsidiary

and associated company at the date of the acquisition is recorded as goodwill

and recognised as an asset in the balance sheet.  With respect to investments

in associated companies accounted for under the equity method of

accounting, goodwill is included in the carrying amount of the investments.

Goodwill is carried at cost less accumulated amortisation and accumulated

impairment losses.  Goodwill is amortised on a straight-line basis over its

estimated life of 10 years.

(i) Negative goodwill

Any excess, as at the date of the transaction, of the Group’s interest in the

fair values of the identifiable assets and liabilities of the acquired subsidiary

over the cost of the acquisition, is recognised as negative goodwill and is

presented as a deduction from assets separately on the balance sheet as

negative goodwill.

Negative goodwill is recognised in the profit and loss account as follows:

J=to the extent that negative goodwill relates to expected future losses and

expenses that are identified in the Group’s plan for the acquisition and can

be measured reliably, but which do not represent identifiable liabilities at the

date of acquisition, that portion of negative goodwill is recognised as income

when the future losses and expenses are recognised.

J=the amount of negative goodwill not exceeding the fair values of acquired

identifiable non-monetary assets is recognised as income on a systematic

basis over the remaining weighted average useful life of the identifiable

acquired depreciable/amortisable assets; and

J=the amount of negative goodwill in excess of the fair values of acquired

identifiable non-monetary assets is recognised as income immediately.
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In the opinion of the Company’s directors, since the above trademark is

essential to the operations of the Company and it is expected to bring enduring

economic benefits to the Group and the Company continuously, it is amortised

over a period of 40 years, which is longer than the presumed period of 20

years prescribed by SSAP 29.

Other trademarks were acquired as a result of the acquisitions of certain

subsidiaries.  They are amortised over their estimated useful lives ranging

from 5 to 10 years. The costs of these intangible assets were determined

based on their fair value at the respective dates of acquisition.

(ii) Research and development costs

Research costs are expensed as incurred. Costs incurred on development

projects relating to the design and testing of new or improved products are

recognised as an intangible asset where the technical feasibility and intention

of completing the product under development has been demonstrated and

the resources are available to do so, costs are identifiable and there is an

ability to sell or use the asset that will generate probable future economic

benefits. Such development costs are recognised as an asset and amortised

on a straight-line basis over a period to reflect the pattern in which the related

economic benefits are recognised. Development costs that do not meet the

above criteria are expensed as incurred. Development costs previously

recognised as an expense are not recognised as an asset in a subsequent

period.  No development costs were capitalised during the year.

(iii) Impairment of intangible assets

Where an indication of impairment exists, the carrying amount of any

intangible asset, including goodwill previously written off against reserves, is

assessed and written down immediately to its recoverable amount.




