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(iii) In October 2002, Tsingtao Brewery (Xuecheng) Company Limited

("Xuecheng Company"), Tsingtao Brewery (Tengzhou) Company Limited

("Tengzhou Company"), Tsingtao Brewery (Xuzhou) Company Limited

("Xuzhou Company"), Tsingtao Brewery (Xuzhou Pengcheng) Company

Limited ("Xuzhou Pencheng") and Tsingtao Brewery (Suqian) Company

Limited ("Suqian Company") entered into an agreement that the share capital

of Tsingtao Brewery (Taierzhuang) Company Limited ("Taierzhuang

Company") was increased from RMB500,000 to RMB5,000,000.  Cash

contributions of RMB850,000 and RMB650,000 were received from Xuecheng

Company and Tengzhou Company respectively.  Xuzhou Company, Xuzhou

Pengcheng and Suqian Company each contributed RMB1,000,000. After

the transaction, each of these subsidiaries held 20% of the equity interest in

Taierzhuang Company.  The effective ownership percentage held by the

Company in Taierzhuang Company decreased from 87.50% to 86.20%

(c) In September 2002, the Company had disposed its equity interest in

Shanghai Tsingtao Brewery Sales Company Limited and Jiangsu Tsingtao

Brewery Sales Company Limited. Upon cessation of their business operations,

losses incurred from these disposal of investments amounted to approximately

RMB85,000 and approximately RMB161,000, respectively.

(d) For changes of equity of subsidiaries in current year as a result of debt

restructuring, please see note 42.

(e) In November 2001, the Company entered into an equity transfer agreement

with Canada EVG Enterprises Inc ("EVG"), pursuant to which EVG will pay a

cash consideration of US$5,787,000 to acquire a 25% equity interest in Beijing

Three Ring owned by the Company.  The Company will continue to own the

remaining 29% equity interest in Beijing Three Ring.  During the year, EVG

renegotiated with the Company for delaying the payment of the consideration

for the equity transfer.  Both parties then agreed that the rights and obligations

of EVG's 25% equity ownership in Beijing Three Ring will be borne by the

Company before the full settlement of the consideration.  Up to 31st December

2002, the consideration had not been settled and the Company continued to

consolidate Beijing Three Ring in its consolidated accounts based on its

54% equity interest held in the Company.
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(b) In current year, there were changes in equity interests of the following

subsidiaries:

(i) In January 2002, the Company entered into an agreement with Zaozhuang

City, XueCheng District State-owned Operations Centre (XueCheng Centre")

, the minority shareholder of Tsingtao Brewery (XueCheng) Company Limited

("XueCheng Company").  In accordance with the agreement, the registered

capital of XueCheng Company was increased from RMB10,000,000 to

RMB45,000,000.  The increase was fulfilled by converting RMB24,500,000

and RMB10,500,000 of the share of the reserves in XueCheng Company by

both of the Company and XueCheng Centre as capital.  After the transaction,

there is no change in the percentage of equity interest held by the Company.

In June 2002, the Company entered into another agreement with Xuecheng

Centre for acquiring an additional 15% equity interest in Xuecheng Company

at a cash consideration of approximately RMB6,480,000.  After the transaction,

the Company has increased the registered capital of Xuecheng Company

from 70% to 85%.

(ii) In January 2002, the Company entered into an agreement with Peixian

State-owned Operations Centre ("Peixian Centre"), the minority shareholder

of Tsingtao Brewery (Xuzhou) Company Limited ("Xuzhou Company").  In

accordance with the agreement, the registered capital of Xuzhou Company

was increased from RMB10,000,000 to approximately RMB39,337,000.  The

Company contributed RMB5,000,000 cash and converted approximately

RMB14,962,000 of its share of the reserves in Xuzhou Company into paid-in

capital.  Penixian Centre transferred RMB9,375,000 of its share of reserves

as the consideration of its respective capital contribution.  After the transaction,

the registered capital of Xuzhou Company held by the Company increased

from 60% to 66%.
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5. Turnover and cost of sales

(a) Business segments

The sole principal activity of the Group and the Company is production and

distribution of beer products and the profit from other operations attributed to

less than 10% of the consolidated net profit of the Group.  Accordingly, no

analysis of business segment information is provided.

(b) Geographical segment

��

Group

2002 2001

�� !"# Turnover

�� ! Qingdao region 1,946,814,810 1,754,547,548

�� !"# Other region in Shangdong 986,660,305 917,817,679

�� ! Huabei region 1,459,874,656 1,113,614,921

�� ! Huanan region 2,511,429,345 1,548,606,864

�� ! Overseas 332,299,105 159,428,700

�� Sub-total 7,237,078,221 5,494,015,712

�� !"#$%&' Inter-segment elimination (300,344,095) (217,291,166)

�� Total 6,936,734,126 5,276,724,546

��

Group

2002 2001

�� !"# Cost of sales

�� ! Qingdao region 1,061,090,151 973,728,092

�� !"# Other region in Shangdong 668,377,784 652,351,020

�� ! Huabei region 933,119,317 735,270,338

�� ! Huanan region 1,495,854,483 906,416,834

�� ! Overseas 199,900,413 101,457,327

�� Sub-total 4,358,342,148 3,369,223,611

�� !"#$%&' Inter-segment elimination (300,344,095) (217,291,166)

 �� Total 4,057,998,053 3,151,932,445
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(f) As at 31st December 2002, particulars of the principal associated

companies of the Group are as follows:
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�� ! �� !(%) �� !

Name of associated Place of Registered Equity Interest Principal 2002 Net

 companies  establishment Capital  held By activities Investment

 and principal the Group Cost

 operation

�� ! �� !

Directly Indirectly

held  held

�� !(��)�� ! �� ! �� 5,000,000 20% - �� !"#$%&              -

Tsingtao Brewery (Yangzhou) Yangzhou,  RMB 5,000,000 20% - Manufacturing and domestic              -

Company Limited the PRC  trading of beer

�� !"#$%&'() �� ! �� 70,000,000 - 37.52% �� !"#$%&' �� 23,131,428

Tsingtao Beverage Company Qingdao, RMB 70,000,000 - 37.52% Manufacturing and domestic RMB 23,131,428

Limited  the PRC trading  of beverages

������ !"#$%&' ���� �� 2,000,000 30% - �� !"# �� 581,821

Liaoling shenqingTsingtao Shenyang, RMB 2,000,000 30% - Domestic trading of beer RMB 581,821

Brewery Sales Company  the PRC

Limited

�� !"#�$%&'()*+( 

�� !"#$%&'()*+,��

�� !"�#$%&'()*+,-

�� !"

EÖF��  !"#!$%�� !"#$

�� !"#E�� !"#$% !F�

�� !E�� !F�� !"#$%&

�� !�� !"#VSIMMMIMMM�� 

�� !"#$%&'() *+,PMB

�� !��� !"#$E��F��

��E�� !"#F��� !! "#

�� !"#$�� !"#$%&'

�� !�� !"#$%&'()*

��

The operating results of the above associated companies have been included

in the consolidated and company financial statements using the equity method

if they are material to the operating results or financial position of the Group

or the Company.

(g) In November 2001, Tsingtao Brewery Huanan Holding Company Limited

(a subsidiary of the Group) and Tailian Brewery (Cayman Islands) Company

Limited signed an equity transfer agreement, pursuant to which the Company

will purchase Tailian's 30% equity interest in Guangxi Nanning Wan Tai Brewery

Company Limited from Tailian Brewery at a consideration of RMB96,000,000.

The name of Nanning Brewery will also be changed to Tsingtao Beer

(Nanning) Company Limited ("Nanning Company") afterwards.  As the equity

transferal process had not yet been completed as at 31st December 2002,

the Group and the Company did not account for this potential investment

accordingly.
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The operating results of the above associated companies have been included

in the consolidated and company financial statements using the equity method

if they are material to the operating results or financial position of the Group

or the Company.
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