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Xian Company and Baoji Brewery Company Limited (“Baoji Company”)
entered into a lease agreement in January 2003, pursuant to which Baoji
Company leases all its operating fixed assets to Tsingtao Baoji Company at
nil lease rentals. Tsingtao Baoji Company is a subsidiary jointly established
by the Company and Xian Company for manufacturing of beers. During the
lease term, Tsingtao Baoji Company will bear all the operating costs of Baoji

Company.

(i) In January 2003, the Company and a related company entered into a
“Business Management Agreement” under which the Company has
undertaken to manage the operations of Tsingtao Brewery (Yangzhou)
Company Limited, which is 80% owned by the related company and 20%

owned by the Company.

(iii) In January 2003, the Company entered into an agreement with Fujian
Brewery (Singapore) Pte Limited for acquiring an additional 24% equity
interest in Tsingtao Brewery (Fuzhou) Company (“Fuzhou Company”) Limited
at a consideration of RMB40,000,000. After the transaction, the effective
ownership percentage held by the Company in Fuzhou Company increased
from 51% to 75%.

(iv) By a special resolution passed on 23rd January 2003, the authorised
ordinary share capital was increased from RMB1,000,000,000 to RMB1,308,
219,178 by the creation of 308,219,178 H Shares of RMB 1 each.

35.Prior year comparative figures

The Group has adopted the following new accounting standards: SSAP 1
(revised) “Presentation of financial statements”, SSAP 11 (revised) : Foreign
currency translation” and SSAP 15 (revised) “Cash flow statements” recently
issued by the HKSA. These have resulted in changes to the presentation of
various items and comparative financial information has been restated

accordingly.

In addition, certain comparable figures have been reclassified to conform

with the current year’s presentation.
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36.BRE <z HLAE 36.Approval of accounts

ABRBR_EE=FMNHE_B&EEE The accounts were approved and authorised for issue by the Board of
HEEETL I E1T - Directors on 2nd April 2003.
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REFEGENREEARESTER  Comparison of PRC GAAP and HK GAAP
HILL &

AEBRBDOE (=t ER) - ((E%¥  The Group has prepared a separate set of statutory accounts for the year
StHE) LBEER (“DEZ:st#¥E  ended 31st December 2002 in accordance with PRC accounting standards
8)”) , BRPOESZTARKSE TS andregulations (‘PRC GAAP”) for shareholders of “A” shares of the Company.
—E8E_EE_S+HA=+—8It

FEEAETFBRK -

BROE 2R ESEBNRE:TERE] Differences between PRC GAAP and HK GAAP give rise to differences in
R E, ERNAEBERNEE - B1EL  the reported balances of assets, liabilities and net profit of the Group. The
FREEREBTZER - HFAFERHEE  financial effect of the material differences between PRC GAAP and HK GAAP

ZRBERMTLT - are summarised and explained in the following table:
HRSHEEEBRIFE ! Impact on the consolidated balance sheet:
2002 2001
AREFTT ANRETTT
RMB'000 RMB'000
BROESTERSIECRIFEER - 2,977,354 2,964,915

Net assets per accounts prepared under PRC GAAP
LEBABESTRAPTIEEEE

HK GAAP adjustments:
R—NN=F LHEERHZEL DI ER (@) 361,173 361,173
Swap rate adjustment on IPO proceeds in 1993 (a)
B B 2R 8, 1 22 A 2 MR A B 52 187 (@) (182,042) (182,042)

Amortisation of exchange gain resulting from adoption of the

unification of exchange rates (a)

BEBNRBESIRUFTZRENETEEITE(D) (89,924) (78,444)
Additional depreciation charges under HK GAAP (b)
HIEDESTERFTENBE B BZE#HREE(C) (46,153) (33,710)
Amortisation of goodwill/negative goodwill under PRC GAAP(c)
R—NN=FZBEI PIVEREIFEE (e) (37,878) (37,878)
Other swap rate adjustments in 1993 (e)
BEBRRRERAEIKRR(d) 220,000 110,000
Dividends declared after the balance sheet date (d)
HE (17,107) (31,463)
Others

BEBNABESTRASTERFERE 3,185,423 3,072,551

Net assets per accounts prepared under HK GAAP
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HRESHImR L Impact on the consolidated profit and loss account:
2002 2001
ARBETTT ABBTIT
RMB'000 RMB'000
BOEGTERIETE 2R REISRT] 230,657 102,888
Profit attributable to shareholders under PRC GAAP
BEBNBESTRBIPTIEZIHE -
HK GAAP adjustments:
EEBARES RS ENETEEITE(D) (11,480) (11,480)
Additional depreciation charges under HK GAAP (b)
HIEPEGTENSIERE  ERZ#HEE%EE(C) (12,443) (17,889)
Amortisation of goodwill/negative goodwill under PRC GAAP (c)
BRI ATEBREZNF(T 1,464 9,439
Forfeiture of payable balances of subsidiaries (f)
HE 14,347 554
Others
BEBNARSSTRASTE 2 RRESLERF 222,545 83,512

Profit attributable to shareholders under HKGAAP

@ANTR—NN=FEESEZTH’  (a) Due to issuance of H shares in 1993, the Company had to report under HK
B IaXUgREBNRDTEREI4R  GAAP for the first time since its establishment. For “H” share reporting, the
HIBAFRIRS - MEZFRSANLIMERZE  Foreign Currency Exchange Swap Centre (“Swap Centre”) rates were used
WU ZERF 2 INEFRDEZ D) (<D for translation of transactions denominated in foreign currencies instead of the
H) [EXBRER AR . AMOESst#¥E  official exchange rate adopted under the PRC GAAP. The proceeds from
BITNBPIRERSEIFEQBRXINERRE  issuance of “H” shares that the Company collected in Hong Kong Dollar from
TS AREECE. ANTIREREH  investors were translated at the historical swap rate applicable at the time of
MR 2 BT AIIZART DI A the transaction. This has resulted in approximately RMB 361,173,000 exchange

R, WMEILEFEIBHA AR differences.
361,173,000 7% -
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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 on 1st January 1994 was effectively
determined based on the Swap Centre rate. An exchange gain of RMB
182,042,000 arising from the retranslation of the foreign currency monetary
assets and liabilities on 1st January 1994 was deferred and amortised into
income over 5 years in the accounts prepared in accordance with PRC GAAP.
Since the Swap Centre rates had already been used in preparing the accounts
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

accounts as of and for the year ended 31st December 1993.

(b) As a result of the different foreign exchange rates adopted in preparing
the accounts of 1993 under HK GAAP and PRC GAAP, the cost of fixed
assets denominated in foreign currencies acquired up to 31st December
1993 was different between the two sets of accounts. This has resulted in
additional depreciation charge of approximately RMB11,480,000 in the
accounts prepared in accordance with HK GAAP in the current year (2001:
RMB11,480,000).

(c) 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 costs is amortised into the profit and loss account over 10 years.
Under HK GAAP, the negative goodwill recognised is amortised on a
straight-line basis over the weighted average remaining useful lives of the
identifiable depreciable assets acquired. As a result of the difference in
accounting treatments, net income was reduced by approximately RMB
12,443,000 (2001: RMB17,889,000) under HK GAAP.



