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(o) Contingent liabilities

An obligation arising from contingency is recognised as a liability when it is

probable that an outflow of resources embodying economic benefits will be

required to settle the obligation and the amount of obligation can be measure

reliably.

The amounts of the contingent liabilities are recognised based on the best

estimate of the required payment.  When all or part of the obligation is

reimbursed by the third parties or other parties, this reimbursement is

recognised as an asset when it is probable of receipt to the extent of the

related liability recognised.

(p) Revenue recognition

Revenue is recognised on the following bases:

(1) Turnover

Turnover represents revenue from sale of goods.

Provided it is probable that the economic benefits associated with a

transaction will flow to the Group and the revenue and costs, if applicable,

can be measured reliably, sale of goods is recognised when the significant

risks and rewards of ownership of goods have been transferred to the

customers and when the Group does not exert rights of management and

control over the goods.

Sales discounts are set off against revenue in the current period.

(2) Interest income

Interest income from bank deposits and other financial institutions is

recognised on a time proportion basis on the principal outstanding and at the

rate applicable.
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Trademarks mainly represent the "TSINGTAO BEER" trademark injected by

the founding shareholder into the Company on 16th June 1993 as capital

injection.  The recorded value of the trademark was determined based on a

valuation amount approved by the State-Owned Assets Administration Bureau

of the PRC.  Amortisation of the trademark is provided for on a straight-line

basis to write off the revalued amount of the trademark over its estimated

useful live of 40 years.

Other trademarks were acquired during acquisitions of certain subsidiaries

and are amortised over their estimated useful lives ranging from 5-10 years.

The Group regularly reviews the estimated future economic benefits of each

intangible asset items.  When evidence indicates that the value of any

intangible asset has been impaired, a provision for impairment losses is made

for the excess of carrying amount over its recoverable amount.

(n) Long-term deferred expenses

Long-term deferred expenses represent improvement and maintenance

expenditures on fixed assets and upgrading expenditures on leased fixed

assets, and other deferred expenses with amortisation period of over 1 year

(not including 1 year), and are recognised when incur.

Expenditures on improvement of fixed assets under operating leases are

actual repair expenditure incurred and evenly amortised over the shorter of

the lease period and the remaining useful lives of the leased assets; other

long-term deferred expenses are evenly amortised over the estimated

beneficial period using straight-line method.

Expenses incurred during the period of plant construction and planning are

charged as expenses in the month of production commenced.

When long-term deferred expenses cannot generate probable future

economic benefits, the unamortised portion is charged into the profit and

loss account as an expense in current period.
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(o) Contingent liabilities

An obligation arising from contingency is recognised as a liability when it is

probable that an outflow of resources embodying economic benefits will be

required to settle the obligation and the amount of obligation can be measure

reliably.

The amounts of the contingent liabilities are recognised based on the best

estimate of the required payment.  When all or part of the obligation is

reimbursed by the third parties or other parties, this reimbursement is

recognised as an asset when it is probable of receipt to the extent of the

related liability recognised.

(p) Revenue recognition

Revenue is recognised on the following bases:

(1) Turnover

Turnover represents revenue from sale of goods.

Provided it is probable that the economic benefits associated with a

transaction will flow to the Group and the revenue and costs, if applicable,

can be measured reliably, sale of goods is recognised when the significant

risks and rewards of ownership of goods have been transferred to the

customers and when the Group does not exert rights of management and

control over the goods.

Sales discounts are set off against revenue in the current period.

(2) Interest income

Interest income from bank deposits and other financial institutions is

recognised on a time proportion basis on the principal outstanding and at the

rate applicable.
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Trademarks mainly represent the "TSINGTAO BEER" trademark injected by

the founding shareholder into the Company on 16th June 1993 as capital

injection.  The recorded value of the trademark was determined based on a

valuation amount approved by the State-Owned Assets Administration Bureau

of the PRC.  Amortisation of the trademark is provided for on a straight-line

basis to write off the revalued amount of the trademark over its estimated

useful live of 40 years.

Other trademarks were acquired during acquisitions of certain subsidiaries

and are amortised over their estimated useful lives ranging from 5-10 years.

The Group regularly reviews the estimated future economic benefits of each

intangible asset items.  When evidence indicates that the value of any

intangible asset has been impaired, a provision for impairment losses is made

for the excess of carrying amount over its recoverable amount.

(n) Long-term deferred expenses

Long-term deferred expenses represent improvement and maintenance

expenditures on fixed assets and upgrading expenditures on leased fixed

assets, and other deferred expenses with amortisation period of over 1 year

(not including 1 year), and are recognised when incur.

Expenditures on improvement of fixed assets under operating leases are

actual repair expenditure incurred and evenly amortised over the shorter of

the lease period and the remaining useful lives of the leased assets; other

long-term deferred expenses are evenly amortised over the estimated

beneficial period using straight-line method.

Expenses incurred during the period of plant construction and planning are

charged as expenses in the month of production commenced.

When long-term deferred expenses cannot generate probable future

economic benefits, the unamortised portion is charged into the profit and

loss account as an expense in current period.
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In accordance with the Company's articles of association and Document Cai

Kuai Zi 1995 [31] issued by the State Ministry of Finance, appropriation to

statutory surplus reserves, public welfare fund and discretionary surplus

reserves should be based on the accounts prepared in accordance with the

PRC accounting standards and regulations.  In accordance with the

Company's Articles of Association, profit distribution to shareholders should

be made on the lesser of the distributable profit calculated in accordance

with the PRC accounting standards and regulations and that calculated in

accordance with the accounting principles generally accepted in Hong Kong.

(s) Change of principal accounting policies and accounting estimates

The accounting policies should be changed when required by provisions of

relevant laws or accounting standards, or when the change of accounting

policies can provide more reliable and relevant accounting information for

the Group's and the Company's financial positions, results of operations and

cash flows.

Changes in accounting policies should be applied retrospectively unless the

cumulative impact arising from the change in accounting policies that relates

to prior years cannot be reasonably estimated, in which the changes should

be applied prospectively.

When there are uncertainties in operating activities which cannot be accurately

and properly measured but can only be estimated or when there are changes

in the basis of accounting estimates. As a result of new information obtained,

more experiences accumulated, or any other subsequent changes or

developments, the accounting estimates may need to be revised.

When the accounting estimates are revised, the revised accounting estimates

are used in the accounting for transactions or events incurred in current

period and future periods.

During the year, the Company and the Group had the following change in

the accounting estimate:
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(q) Taxation

The Group provides for enterprise income tax on the basis of its profit before

tax for financial reporting purposes, adjusted for income and expenses items

which are not assessable or deductible and all the available tax benefits, at

the applicable tax rates.

Enterprise income tax are accounted for using the tax liability method .

Deferred taxation is computed based on the timing differences between the

profit as computed for taxation purposes and profit as stated in the accounts

in the current period using the current taxation rate.  Deferred taxation is

provided for using the liability method.  Temporary timing difference is provided

at the prevailing tax rates and adjusted.

A deferred tax asset is not recognised unless the related benefits are expected

to crystallise in the foreseeable future.  Others are treated as permanent

timing differences during the period incurred.

(r) Profit appropriations

The Company's profit appropriations and dividend distribution schemes are

proposed by the board of directors and are submitted to the shareholders'

general meeting for approval.

Net profit of the Company is to be appropriated in the following sequence:

(1) set off against prior years' losses;

(2) transfer to statutory surplus reserves at 10% of current year net profit;

(3) transfer to public welfare fund at 10% of current year net profit;

(4) transfer to discretionary surplus reserves; and

(5) distribution of dividends.


