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(ii) Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on

the estimated assessable profit for the year.

(iii) Deferred tax assets written-back

Deferred tax is provided for using the liability method.  The temporary timing

difference is provided at the prevailing tax rate and adjusted to accumulated

EIT.

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

unless the related benefits are expected to crystallize in the foreseeable

future.

According to the current EIT Regulations, taxpayers can apply to the relevant

tax bureaus to claim deduction of bad debt expenses for EIT assessment

when certain criteria are fulfiled.  For the year ended 31st December 2001,

the Group had applied to relevant tax bureau to claim a deduction of bad

debt expenses of approximately RMB19,830,000 from 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.  Management

considered the related deferred tax assets would not be likely to crysallise in

the foreseeable future and it was reversed in the current year based on the

prudent accounting principle.

(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 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.  Besides, the Group accrues and pays city construction

tax ("CCT") and educational surcharge ("ES") based on 7% and 3% of net

VAT amount payable, respectively.
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In accordance with an approval document dated 18th April 1994 issued by

the State Administration for Taxation, net profit earned by the Company is

subject to profits tax at 15% effective from the date of establishment of the

Company.  This rate will remain effective until and unless the enterprise

income tax law and regulations change otherwise.  The Company received a

confirmation from the Qingdao Ministry of Finance on 23rd March 1997 stating

that this preferential tax treatment would not be terminated until further notice.

Tsingtao Brewery (Sanshui) Company Limited ("Sanshui Company"), Tsingtao

Brewery (Chenzhou) Company Limited ("Chenzhou Company") and

Shenzhen Tsingtao Beer Asahi Company Limited ("Shenzhen Company")

are 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 year tax losses.  Chenzhou Company was still in a loss position, after

offsetting prior year tax losses.

Shenzhen Tsingtao Brewery Sales Company Limited ("Shenzhen Sales

Company") is exempted from EIT starting from the first year of profitable

operations after offsetting prior year tax losses, followed by a 50% reduction

for the next two years. The current year was the second profitable year for

Shenzhen Sales Company after offsetting prior year tax losses.

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

Company Limited are established and operated in the Zhuhai and Xiamen

Special Economic Zones, respectively. Accordingly, they are subject to EIT

at a rate of 15% based on their respective assessable income for the year.

Sanshui Company, which is approved as foreign invested enterprise and

operated in Sanshui, is subject to EIT at a rate of 24%  based on their

respective assessable income for the year.

Other subsidiaries of the Group which are established and operated in the

PRC are subject to EIT at a rate of 33% based on their respective assessable

income for the year.
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(ii) Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on

the estimated assessable profit for the year.

(iii) Deferred tax assets written-back

Deferred tax is provided for using the liability method.  The temporary timing

difference is provided at the prevailing tax rate and adjusted to accumulated

EIT.

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

unless the related benefits are expected to crystallize in the foreseeable

future.

According to the current EIT Regulations, taxpayers can apply to the relevant

tax bureaus to claim deduction of bad debt expenses for EIT assessment

when certain criteria are fulfiled.  For the year ended 31st December 2001,

the Group had applied to relevant tax bureau to claim a deduction of bad

debt expenses of approximately RMB19,830,000 from 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.  Management

considered the related deferred tax assets would not be likely to crysallise in

the foreseeable future and it was reversed in the current year based on the

prudent accounting principle.

(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 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.  Besides, the Group accrues and pays city construction

tax ("CCT") and educational surcharge ("ES") based on 7% and 3% of net

VAT amount payable, respectively.
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In accordance with an approval document dated 18th April 1994 issued by

the State Administration for Taxation, net profit earned by the Company is

subject to profits tax at 15% effective from the date of establishment of the

Company.  This rate will remain effective until and unless the enterprise

income tax law and regulations change otherwise.  The Company received a

confirmation from the Qingdao Ministry of Finance on 23rd March 1997 stating

that this preferential tax treatment would not be terminated until further notice.

Tsingtao Brewery (Sanshui) Company Limited ("Sanshui Company"), Tsingtao

Brewery (Chenzhou) Company Limited ("Chenzhou Company") and

Shenzhen Tsingtao Beer Asahi Company Limited ("Shenzhen Company")

are 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 year tax losses.  Chenzhou Company was still in a loss position, after

offsetting prior year tax losses.

Shenzhen Tsingtao Brewery Sales Company Limited ("Shenzhen Sales

Company") is exempted from EIT starting from the first year of profitable

operations after offsetting prior year tax losses, followed by a 50% reduction

for the next two years. The current year was the second profitable year for

Shenzhen Sales Company after offsetting prior year tax losses.

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

Company Limited are established and operated in the Zhuhai and Xiamen

Special Economic Zones, respectively. Accordingly, they are subject to EIT

at a rate of 15% based on their respective assessable income for the year.

Sanshui Company, which is approved as foreign invested enterprise and

operated in Sanshui, is subject to EIT at a rate of 24%  based on their

respective assessable income for the year.

Other subsidiaries of the Group which are established and operated in the

PRC are subject to EIT at a rate of 33% based on their respective assessable

income for the year.
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Name of subsidiaries Place of establishment and Registered Equity interest held Principal activities

principal operation capital by the Company

�� ! �� !

Directly Indirectly

held  held

�� !�� !�� ! �� ! �� 5,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Yingcheng) Yingcheng, the PRC RMB 5,000,000 - 90.25% Manufacturing and

Company Limited domestic trading of beer

�� !"#$%&'() �� ! �� 30,000,000 51% - �� !"#$

Shenzhen Tsingtao Beer Asahi Shenzhen, the PRC USD 30,000,000 51% - Manufacturing and trading

Company Limited of beer

�� !"#$%&'()* �� ! �� 20,000,000 95% - �� !"#

Shenzhen Tsingtao Brewery Shenzhen, the PRC RMB 20,000,000 95% - Domestic trading of beer

Sales Company Limited

�� !"#$%&'() �� ! �� 100,000,000 95% - �� !

Tsingtao Brewery Huadong Holding Shanghai, the PRC RMB 100,000,000 95% - Investment holding

Company Limited

�� !"#$%&'()*+ �� ! �� 3,000,000 - 94.53% �� !"#

Tsingtao Brewery Huadong Shanghai Shanghai, the PRC RMB 3,000,000 - 94.53% Domestic trading of beer

Sales Company Limited

�� !"#$%&'()*+ �� ! �� 1,000,000 - 93.88% �� !"#

Tsingtao Brewery Huadong Nanjing Nanjing, the PRC RMB 1,000,000 - 93.88% Domestic trading of beer

Sales Company Limited

�� !"#$%&' �� ! �� 50,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Shanghai) Shanghai, the PRC RMB 50,000,000 - 90.25% Manufacturing and

Company Limited domestic trading of beer

�� !(��)�� ! �� ! �� 20,000,000 - 85.50% �� !"#$%&

Tsingtao Brewery (Wuhu) Wuhu, the PRC RMB 20,000,000 - 85.50% Manufacturing and

Company Limite domestic trading of beer

�� !(�� )�� ! �� !" �� 5,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Maanshan) Maanshan, the PRC RMB 5,000,000 - 90.25% Manufacturing and

Company Limited domestic trading of beer

�� !"#��� !" �� ! �� 36,640,000 75% - �� !"#$%&

Tsingtao Brewery Shanghai Shanghai, the PRC USD 36,640,000 75% - Manufacturing and

Songjiang Company Limited domestic trading of beer

�� !�� !�� ! �� ! �� 60,606,060 99% - �� !"#$%&

Tsingtao Brewery (Shouguang) Shouguang, the PRC RMB 60,606,060 99% - Manufacturing and

Company Limited domestic trading of beer
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(c) Consumption tax

Pursuant to the Notice for the changes of consumption tax (Cai Shui [2001]

No.84) issued by the Ministry of Finance of the PRC and the SAT, for beer with

factory price (including packaging material and its deposits) of RMB3,000 or

above per ton, the consumption tax is RMB250 per ton.  For the other beer

sales, the consumption tax is at RMB220 per ton.

4. Information on subsidiaries and associated companies

(a) As at 31st December 2002, particulars of the principal subsidiaries of the

Company are as follows:

(i) Subsidiaries established/acquired before 31st December 2001 are as

follows:
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Name of subsidiaries Place of establishment and Registered Equity interest held Principal activities

principal operation capital by the Company
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Directly Indirectly

held  held

�� !"#$%&'()*+, �� ! �� 200,000,000 95% - �� !

Tsingtao Brewery Huanan Holding Shenzhen, the PRC RMB 200,000,000 95% - Investment holding

Company Limited

�� !(��)�� ! �� ! �� 60,000,000 - 72.83% �� !"#$%&

Tsingtao Brewery (Zhuhai) Zhuhai, the PRC RMB 60,000,000 - 72.83% Manufacturing and

Company Limited domestic trading of beer

�� !(��)�� ! �� ! �� 41,335,505 - 71.25% �� !"#$%&

Tsingtao Brewery (Sanshui) Sanshui, the PRC  RMB 41,335,505 - 71.25% Manufacturing and

Company Limited domestic trading of beer

�� !(��)�� ! �� ! �� 70,000,000 - 84.36% �� !"#$%&

Tsingtao Brewery (Chenzhou) Chenzhou, the PRC RMB 70,000,000 - 84.36% Manufacturing and

Company Limited domestic trading of beer

�� !(��)�� ! �� ! �� 5,000,000 - 90.25% �� !"#$%&

Tsingtao Brewery (Huangshi) Huangshi, the PRC RMB 5,000,000 - 90.25% Manufacturing and

Company Limited domestic trading of beer


