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A deferred tax asset is recognised as permanent difference and not recognised

unless the related benefits are expected to crystallise in the foreseeable

future.

According to the current 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.  For the year ended 31st December 2001,

the Group had applied to the relevant tax bureaus to claim a deduction of

bad debt expenses of approximately RMB19,830,000 against their assessable

income, and approximately RMB2,975,000 of the related tax effect was

recognised as a deferred tax asset.  As at 31st December 2002, the claim

had not yet been approved by the relevant tax bureaus and management

considered the related deferred tax asset would not be likely to crystallise in

the foreseeable future, accordingly, the associated deferred tax asset was

reversed in 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 (“output VAT”)

which is calculated at 17% of the sales of tangible goods.  The Group pays

VAT on its purchases of raw materials 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.

(c) Consumption tax

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 beers with an factory price (including packaging materials and

related deposits) of RMB3,000 or above per ton, the consumption tax is

RMB250 per ton.  For all other beers sold below that price, the consumption

tax is RMB220 per ton.
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Tsingtao Brewery (Sanshui) Company Limited (“Sanshui Company”), Tsingtao

Brewery (Chenzhou) Company Limited (“Chenzhou Company”) and

Shenzhen Tsingtao Beer Asahi Company Limited (“Shenzhen Company”)

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.  The current year was the second profitable year for Shenzhen

Company and the third profitable year for Sanshui Company, after offsetting

prior years’ tax losses.  Chenzhou Company was still in a loss position, after

offsetting prior years’ tax losses.

Shenzhen Tsngtao Brewery Sales Company Limited (“Shenzhen Sales

“Company”) is exempted from EIT for the first year starting from the first year

of proftable operations after offsetting prior year tax losses, followed by a

50% reduction for the next two years. Current year was the second profitable

year for Shenzhen Sales Company.

Tsingtao Brewery (Zhuhai) Company Limited and Tsingtao Brewery (Xiamen)

Co., Ltd. were established in the Zhuhai and Xiamen Special Economic Zones,

respectively where they conduct their operations.  Accordingly, they are

subject to EIT at a reduced rate of 15%.

Sanshui Company, which was approved as a foreign invested enterprise

and it operates in Sanshui, is subject to EIT at a rate of 24%.

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.

(iii) Deferred tax assets

Deferred taxation is provided under the liability method at the current taxation

rate in respect of timing differences between profit as computed for taxation

purposes and profit as stated in the accounts to the extent that it is probable

that a liability or asset will crystallise in the foreseeable future.
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Diluted earnings per share have not been presented as there were no dilutive

potential ordinary shares outstanding.

13. Related party transactions

Parties are considered to be related if one company has the ability, directly

or indirectly, to control the other company or exercise significant influence

over the other party in making financial and operating decisions.  Parties are

also considered to be related if they are subject to common control or common

significant influence.

(a) For the year ended 31st December 2002, the Group had the following

material transactions with related parties:

2002 2001

�� !" �� !"

RMB'000 RMB'000

�� !"#$ Sales to associated companies - 5,593

�� !"#$ Purchases from an associated company - 743

�� !"(�� !"# Purchases from related companies (minority 28,199 3,819

�� !)�� shareholders or companies with the same

ultimate shareholder)

�� !"(�� !") Advertising services provided by a related company 36,078 8,893

�� !"# (company with the same ultimate shareholder)

�� !"(�� !") Equipment installation services provided by a related - 323

�� !"#$%&' company (company with the same ultimate shareholder)
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The directors of the Company considered that all transactions with related

parties were made during the ordinary course of business and they were

transacted based on terms agreed by both parties.
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10. Profit attributable to shareholders

The consolidated profit attributable to shareholders includes profit of

approximately RMB217,307,000 (2001 : RMB200,490,000) which has been

dealt with in the accounts of the Company.

11. Dividends

2002 2001

�� !" �� !"

RMB'000 RMB'000

�� !" Dividends paid:

�� !"#$% RMB0.11 per share (2001 : RMB0.10 per share) 110,000 100,000

(��� !�

�� !"#$)

�� !"#$ Dividends proposed:

���� !"#$%# Final dividends for year 2002 of RMB0.22 per share 220,000 110,000

�� !"!# (2001 final dividend : RMB0.11 per share)
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At a shareholders’ meeting held on 2nd April 2003, the directors proposed a

final dividend of RMB0.22 per share.  This proposed dividends have not

been reflected as dividends payable in the financial statements for the year

ended 31 December 2002, but will be reflected as an appropriation of retained

earnings for the year ending 31st December 2003.

12. Earnings per share

The calculation of earnings per share for the year ended 31st December

2002 is based on the consolidated profit attributable to shareholders of

approximately RMB222,545,000 (2001 : RMB83,512,000), divided by the

1,000,000,000 number of shares outstanding during the current year (2001 :

weighted average number of shares is 982,192,000).



90

�� !E�F
Notes To The Accounts (Cont’d)

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

�� !E�F
Notes To The Accounts (Cont’d)

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

91

�� !"��� ��� !"#�

���� !"#$%&'()

NPK�� !"#$%

�� !"#$%#&'()� *+

�� !��� !"#$%&'(�

�� !"#$%&� '�� !"

�� !"#$%&�'()*+,-

�� �� !"#$%&' !(

E~F�� !! "# $%#&'("

���� !"#$%&'(&)*+

��

Diluted earnings per share have not been presented as there were no dilutive

potential ordinary shares outstanding.

13. Related party transactions

Parties are considered to be related if one company has the ability, directly

or indirectly, to control the other company or exercise significant influence

over the other party in making financial and operating decisions.  Parties are

also considered to be related if they are subject to common control or common

significant influence.

(a) For the year ended 31st December 2002, the Group had the following

material transactions with related parties:

2002 2001

�� !" �� !"

RMB'000 RMB'000

�� !"#$ Sales to associated companies - 5,593

�� !"#$ Purchases from an associated company - 743

�� !"(�� !"# Purchases from related companies (minority 28,199 3,819

�� !)�� shareholders or companies with the same

ultimate shareholder)

�� !"(�� !") Advertising services provided by a related company 36,078 8,893

�� !"# (company with the same ultimate shareholder)

�� !"(�� !") Equipment installation services provided by a related - 323

�� !"#$%&' company (company with the same ultimate shareholder)

�� !"#$%&'()*+,-.

�� !"#$%��� !"#$%

�� !"#$%&'(

The directors of the Company considered that all transactions with related

parties were made during the ordinary course of business and they were

transacted based on terms agreed by both parties.

NMK�� ���

�� !"#$%&'(��� !"#

�� !" #$%&'()ONTIPMTIMMM

�E��� !�OMMIQVMIMMM�F�

NNK��

10. Profit attributable to shareholders

The consolidated profit attributable to shareholders includes profit of

approximately RMB217,307,000 (2001 : RMB200,490,000) which has been

dealt with in the accounts of the Company.

11. Dividends

2002 2001

�� !" �� !"

RMB'000 RMB'000

�� !" Dividends paid:

�� !"#$% RMB0.11 per share (2001 : RMB0.10 per share) 110,000 100,000

(��� !�

�� !"#$)

�� !"#$ Dividends proposed:

���� !"#$%# Final dividends for year 2002 of RMB0.22 per share 220,000 110,000

�� !"!# (2001 final dividend : RMB0.11 per share)

(��� !"#$%�

�� !"#$%)

��  !"#$�%&'()*��

�� !"#$%&'%()(*=��

�� !��� !"#$%&'��

��  !"#$%&'()*+,

NOK�� !

�� !! "# $%#&'("

�� !"#$%&'()*"#+

OOOIRQRIMMM�E��� !�UPIRNOIMMM

�F�� !"#$%&'()!"*+

�� !"#$�� !! "# $

�� !"#$%&'(NIMMMIMMMIMMM

�E��� !��� !"#VUOINVOIMMM

�F�

At a shareholders’ meeting held on 2nd April 2003, the directors proposed a

final dividend of RMB0.22 per share.  This proposed dividends have not
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12. Earnings per share
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Except for those mentioned in (f), the Group’s and the Company’s balances

with related parties are all unsecured, non-interest bearing and have no fixed

repayment terms.

Tsingtao Brewery Group Company Limited (“TB Group Company”) is a related

party of the Company with certain common directors and the same

shareholder.

(c) Loans of the Group and the Company amounting to approximately

RMB875,006,000 (2001 : RMB1,355,006,000) and RMB355,516,500 (2001:

RMB637,080,000), respectively, are guaranteed by TB Group Company.

(d) Loans of the Group amounting to RMB125,000,000 (2001 : RMB

125,000,000) are guaranteed by the minority shareholders of a subsidiary.

(e) The Group and the Company reached an agreement with a customer

and a related company in connection with an aggregate outstanding

receivable balance aged between two to five years due from them, totalling

RMB105,000,000 as at 31st December 2001.  Pursuant to the agreement,

the entire outstanding balances will be repayable in eight annual

instalments, starting from 1st January 2002.  During the year, first

instalment of RMB10,000,000 was repaid according to the respective

agreement.  In addition, Tsingtao Brewery Group Company Limited also

undertook to guarantee the repayment of the balance.  As at 31 December

2002, amounts of approximately RMB10,000,000 and RMB85,000,000 were

recorded as accounts receivable and long-term receivables on the

consolidated balance sheets, respectively (see also Note 23).

�� ��

Group  Company

2002�� !"# 2002��� 2001 ��� 2002�� !"# 2002��� 2001���

Maximum balance End of End of Maximum balance  End of End of

outstanding during year 2002 year 2001 outstanding during year 2002 year 2001

the year of  2002 the year of 2002

�� !" �� !" �� !" �� !" �� !" �� !"

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

�� � Included in:

�� !"#$%&' Accounts receivable and other

��(e) long-term assets accounts(e)

- �� !" - Subsidiaries of the Group - - - 96,231 96,231 78,484

- �� !"# - Other related parties 115,103 105,050 113,925 115,103 105,050 113,925

�� !"#$% Deposits and Prepayments

- �� !"# - Other related parties 211 - 211 - - -

�� !"# Other receivables

- �� !"#$%&' - Tsingtao Brewery Group Company

Limited 22,138 - 22,138 22,138 - 22,138

- �� !"#$%&' - Subsidiaries held by Tsingtao Brewery

�� !" Group Company Limited 80,869 40,038 44,368 80,869 40,038 44,022

- �� !" - Subsidiaries of the Group - - - 866,058 494,185 866,058

- �� !"# - Other related parties 248,201 77,247 79,566 303,028 303,028 73,232

�� � Included in:

�� !" Advances from customers

- �� !" - Subsidiaries of the Group - - 2,460 -

�� !"# Other payables

- �� !"#$%&' - Tsingtao Brewery Group Company Limited 2,580 - 2,580 -

- �� !"#$%&' - Subsidiaries held by Tsingtao Brewery

�� !" Company Limited 976 1,816 9 520

- �� !" - Subsidiaries of the Group - - 21,726 17,932

- �� !"# - Other related parties 27,500 33,073 - -

�� !" Accounts payable

- �� !"#$%&' Subsidiaries held by Tsingtao Brewery

�� !" Company Limited 953 4,573 632 1,900

- �� !" - Subsidiaries of the Group - - 6,108 -

- �� !"# - Other related parties 283 4,633 - -
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(b) As at 31st December 2002, the Group and the Company had the following

significant current account balances with related parties:


