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SIMPLIFIED CORPORATE STRUCTURE CHART

Guangdong Brewery Holdings Limited

Shenzhen Kingway
Brewery Co., Ltd.
(Kingway Plant No.1)

Guangdong
Kingway Sales
Limited

Shenzhen Kingway
Brewing Co., Ltd.
(Kingway Plant No.2)

Shenzhen Kingway
Packaging Co., Ltd.
(Kingway Plant No.2)

Shenzhen Kingway
Utility Co., Ltd.
(Kingway Plant No.2)

Shandong
Huazhong Amber
Brewery Co., Lid.

Notes:

The percentages shown

represent the attributable interest of the Company or its subsidiaries as of 12 April 2002.

Guangdong Brewery Holdings Limited

3



THE YEAR’S HIGHLIGHTS

OPERATIONS

Beer sales volume, in tons

Debtors average collection period, in days

Creditors average payment period, in days

Stock Turnover, in days

Year-end number of staff

FINANCIAL RESULTS

Turnover, in thousand dollars

Earning before finance costs, tax, depreciation

and amortisation (EBITDA), in thousand dollars

Net profit attributable to shareholders,

in thousand dollars

Earnings per share, in cents

Current ratio, times

Gearing ratio, %

SHAREHOLDERS’ WEALTH

Issued shares, in thousand shares

Shareholders’ equity, in thousand dollars

Shareholders’ equity per share, in cents

4 Guangdong Brewery Holdings Limited

2001

161,000

25

54

925

543,922

180,326

34,434

2.8

1.5

8.0%

1,250,000

1,109,050

89

2000

171,000

21

36

934

613,892

186,252

10,242

0.8

33.2%

1,250,000

1,087,455

87

Change(%)

-5.8%

+19.0%

+50.0%

-1.0%

-11.4%

-3.2%

+236.2%

+250.0%

+25.0%

-75.9%

+2.0%

+2.3%



CHAIRMAN'’S STATEMENT

BUSINESS REVIEW

The sales volume of Kingway beer in 2001 was 161 thousand tons, representing a decrease of
10 thousand tons as compared to year 2000. The turnover of the Group decreased accordingly. With
a higher degree of reduction in cost of sales, the gross profit margin increased over last year. On the
expenditure side, with the exception of selling and distribution expenses, all other expenses dropped
considerably when comparing to year 2000. These are the results of the effective implementation of a
comprehensive management policy throughout the Group. Net profit from ordinary activities attributable
to shareholders was HK$34.43 million, increased by more than double over last year. The increase

was mainly due to the reduction in the impairment loss of the investment in Amber Brewery.

The Group put a great effort in its treasury function during the year. We fully repaid all the loans due
to the immediate holding company and banks by utilising the Group’s strong net cash inflow generated
from operating activities. The overall gearing level and interest expenses have been reduced. At the
end of year 2001, the gearing ratio was only 8.0%, which dropped substantially from 33.2% at the
end of year 2000. The low gearing level laid the foundation for the Group to further expand its

business.

ASSOCIATE - AMBER BREWERY

The sales volume of Amber Brewery for the year amounted to 190 thousand tons, representing an
increase of 22 thousand tons compared to year 2000. Owing to the low beer price in northern China
and the increase in depreciation of the new production equipment, Amber Brewery recorded an
operating loss of HK$26.85 million for the year, reduced by 7.4% as compared to last year. The
Group had made a further impairment of HK$5.6 million this year for this project, after taking into
consideration the estimated recoverable amount of the investment. The carrying value of Amber Brewery,
after the impairment, represented only 3.9% of the Group’s net asset value and would not affect the
Group significantly in all material aspects. The Group is under discussion with a potential buyer
regarding the disposal of Amber Brewery. Additional information will be disclosed according to the

Listing Rules as and when appropriate.

BUSINESS PROSPECT

The Group will focus on the marketing and set the appropriate sale strategy in 2002. In the Pearl River
Delta region, the consuming power of the average citizen is high. It is a market where many breweries
aim to capture a great market share. The Group is going to establish an extensive distribution network
within the region, aiming to have Kingway beer be sold in most of the major retail outlets. The Hong
Kong market is another focal point for further development. Kingway beer has already entered into all
major supermarket chains. The degree of brand recognition increases continuously. Though the economy
of Hong Kong is not fully recovered, | am confident that the turnover and profit attributable from Hong

Kong region will record a growth in the coming year.

Guangdong Brewery Holdings Limited
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CHAIRMAN'’S STATEMENT (cont’d)

BUSINESS PROSPECT (cont’d)

The Group recognises that after sales services are important. At the beginning of 2002, we have
already fine-tuned and streamlined the selling and distribution processes to meet the needs and demands
of our customers. The measures increase the customer satisfaction and demonstrate our promises to our

invaluable customers.
Our Group is gradually transforming into a market-oriented business. With the China National Football

Team having got a ticket to the 2002 FIFA World Cup Finals, we will take this opportunity to further

promote Kingway beer. Our mission is to maximise the shareholders’ wealth and return on investment.

Ye Xuquan

Chairman

Hong Kong, 12 April 2002

Guangdong Brewery Holdings Limited



MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating Results

In 2001, the production and sale of Kingway beer continued to be the Group’s main business. The
Group’s sales are principally conducted in Guangdong Province, Mainland China. The total sales
volume of Kingway beer in 2001 amounted to 161,000 tons, representing a decrease of 5.8% over
year 2000. This could be attributable to the wet weather within the Guangdong Province during the

first half of the year and the intense competition coming from other branded beer.

The consolidated turnover was HK$544 million, representing a decrease of 11.4% over year 2000.
The sales in Mainland China contributed to 93.4% of the Group’s turnover. The remaining 6.6%
represented sales in Hong Kong, which had almost been doubled from last year. The product mix of the
Group remained similar to last year, except that bottled draft beer was well received in both Shenzhen

and Hong Kong. The sales volume of which had increased by 189% over year 2000.

Notwithstanding the decrease in turnover, the gross profit margin increased to 38.8% which is the
highest since the listing of the Group in 1997. The management will strive to improve the gross profit

margin by adopting various effective cost control measures.

Sales Volume - Kingway Beer Turnover - Kingway Beer
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200,000 800,000
182,000
171,000
180,000 100,000 671,264
161,000 161,000 g
160,000 e 608,783 603,278
137,000 600,000 536,603

140,000 — E— E— ———— ——— 515,991 -
120,000 — 500,000 —] — — — —
100,000 — E— E— E— ———— ——— 400,000 — F— F——— — F———— —
80,000 — —— —— —— F—— F—

300,000 — —— ————— — F———— F———
6000 — #0—m— —— —————

200,000 — E— —— ——— ——— ——
40,00 — f#—m-+ —— - -
20,000 — 100,000 — —— ————— E— F———— F———

0 — 0—
1997 1998 1999 2000 2001 Yeors 1997 1998 1999 2000 2001 Years

Operating Expenses and Finance Costs

In order to further promote the Kingway brand, the Group increased the advertising and related
spending. Selling and distribution expenses for 2001 increased by 36.1% as compared to last year.
Administrative expenses decreased by 33.8% as compared to last year, resulting from the strict cost
reduction programs and controls. As the Group continuously reduced the debt during the year, finance

costs had dropped by approximately HK$23 million or 74.2% as compared to that of year 2000.

Guangdong Brewery Holdings Limited
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont’d)

Taxes

During the year, the beer consumption tax had increased from RMB220 per ton to RMB250 per ton in
Mainland China whilst the beer ad valorem duty had increased from 30% to 40% in Hong Kong. Both

changes had affected the Group’s gross profit margin negatively.
Assets and Cash Position

The Group had a total asset of HK$1.36 billion at the balance sheet date. The current assets were
amounted to approximately HK$190 million. The current ratio was 1.5 times and is considered healthy.
None of the fixed assets of the Group were pledged to creditors and there were no contingent

liabilities recorded at the balance sheet date.

At 31 December 2001, the Group had cash and bank balances of HK$75 million, of which 4.1% was
in USD, 15.3% was in HKD and 80.6% was in RMB. The net cash inflow from operating activities in
2001 amounted to approximately HK$210 million.

Debt Position

The Group's total bank loans and the export credit bank loans arranged by the immediate holding
company and on-lent to the Company (the “Bank Loans”) aggregated to HK$257 million were fully
repaid during 2001. The interest savings were phenomenal and the corresponding exchange rate risk
has been eliminated. The only debts of the Group outstanding at the moment are the amounts due to
the minority shareholders of the subsidiaries totalled to HK$88 million, which are interest-free and have

no fixed terms of repayment.

Bank Loans Analysis by Currency
HK$ million
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MANAGEMENT’S DISCUSSION AND ANALYSIS (cont’d)

Furthermore, the ratio of total liabilities and minority interests to total assets has decreased from 32.3%
at the end of 2000 to 18.5% at the end of 2001, thus strengthening the financial position of the
Group.

Total Liabilities and Minority
Interests/Total Assets

HK$ million
2,000 60.0%
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HUMAN RESOURCES

The Group has employed 925 staff with a total remuneration of HK$45.6 million during the year. The
Group places strong emphasis on raising the quality of its staff and their productivity. The Group
organises regular internal training programs to its staff and also encourages them to attend training
programs organised by external professional bodies. The Group provides all the basic benefits to its

staff and their year-end bonus scheme is directly linked to the Group’s results.

Guangdong Brewery Holdings Limited
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that an Annual General Meeting of Guangdong Brewery Holdings Limited
(the “Company”) will be held at The Boardroom, Basement Il, The Wharney Hotel Hong Kong, No. 57-
73 Lockhart Road, Wanchai, Hong Kong on 31 May 2002 (Friday) at 2:30 p.m. for the following

purposes:

1. To receive and consider the audited Consolidated Financial Statements and the Reports of the

Directors and the Auditors for the year ended 31 December 2001.

2. To declare a final dividend for the year ended 31 December 2001.

3. To re-elect retiring Directors and to authorise the Board of Directors to fix the remuneration of the
Directors.

4. To determine the maximum number of Directors and to authorise the appointment of additional
Directors.

5. To re-appoint Auditors and to authorise the Board of Directors to fix their remuneration.

6. As Special Business, to consider and, if thought fit, pass with or without amendments, the

following resolution as an Ordinary Resolution:

(A)  “THAT:-

(i) subject to sub-paragraph (ii) of this resolution, the exercise by the Directors of the
Company during the Relevant Period (as hereinafter defined) of all the powers of
the Company to allot and issue additional shares in the capital of the Company
and to make or grant offers, agreements and options which might require the
exercise of such powers either during or after the Relevant Period, be and is hereby

generally and unconditionally approved;

Guangdong Brewery Holdings Limited



NOTICE OF ANNUAL GENERAL MEETING (cont’d)

(ii)

(iii)

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) by the
Directors of the Company pursuant to the approval in sub-paragraph (i) of this
resolution, other than pursuant to a Rights Issue (as hereinafter defined) or the
exercise of subscription or conversion rights under any warrants, convertible bonds
or other securities issued by the Company or any securities which are convertible
into shares of the Company or any share option scheme or similar arrangement for
the time being adopted for the grant or issue of officers and/or employees of the
Company and/or any of its subsidiaries and other eligible persons (if any) of
shares or rights to acquire shares in the capital of the Company or any scrip
dividend or similar arrangement providing for the allotment of shares in lieu of the
whole or part of a dividend on shares of the Company in accordance with the Bye-
laws of the Company, shall not exceed 20% of the aggregate nominal amount of
the issued share capital of the Company on the date of this resolution and this

approval shall be limited accordingly; and

for the purposes of this resolution:-

“Relevant Period” means the period from the passing of this resolution until whichever

is the earliest of:—

(a)  the conclusion of the next annual general meeting of the Company;

(b)  the expiration of the period within which the next annual general meeting of
the Company is required by the Bye-laws of the Company or any applicable

law to be held; or

(c)  the date on which the authority set out in this resolution is revoked or varied

by an ordinary resolution in general meeting.

“Rights Issue” means an offer of shares open for a period fixed by the Directors of
the Company to holders of shares whose names appear on the register of members
of the Company on a fixed record date in proportion to their then holdings of such
shares (subject to such exclusions or other arrangements as the Directors may deem
necessary or expedient in relation to fractional entitlements or having regard to
any restriction or obligations under the laws of, or the requirements of, any
recognised regulatory body or any stock exchange in any territory outside Hong

Kong).”

Guangdong Brewery Holdings Limited
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NOTICE OF ANNUAL GENERAL MEETING (cont’d)

(B)

(C)

“THAT:-

(i)

(ii)

(iii)

subject to sub-paragraph (ii) below, the exercise by the Directors of the Company
during the Relevant Period (as hereinafter defined) of all the powers of the Company
to repurchase issued shares in the capital of the Company (“Shares”) subject to
and in accordance with all applicable laws and the Bye-laws of the Company, be

and is hereby generally and unconditionally approved;

the aggregate nominal amount of Shares which the Company is authorised to
repurchase pursuant to the approval in sub-paragraph (i) of this resolution shall not
exceed 10% of the aggregate nominal amount of the Shares in issue as at the date
of the passing of this resolution and the authority pursuant to sub-paragraph (i) of

this resolution shall be limited accordingly; and

for the purposes of this resolution:-

“Relevant Period” means the period from the passing of this resolution until whichever

is the earliest of:—

(a)  the conclusion of the next annual general meeting of the Company;

(b)  the expiration of the period within which the next annual general meeting of
the Company is required by the Bye-laws of the Company or any applicable

law to be held; or

(c) the date on which the authority set out in this resolution is revoked or varied

by an ordinary resolution of the Company in general meeting.”

“THAT conditional upon resolution no. 6(B) above being passed, the aggregate nominal
amount of the number of Shares in the capital of the Company which are repurchased by
the Company under the authority granted to the Directors of the Company as mentioned
in resolution no. 6(B) above shall be added to the aggregate nominal amount of share
capital that may be allotted or agreed conditionally or unconditionally to be allotted by

the Directors of the Company pursuant to resolution no. 6(A) above.”

By order of the Board
Lam Yee Mei, Katherine

Company Secretary

HONG KONG, 12 April 2002

12 Guangdong Brewery Holdings Limited



NOTICE OF ANNUAL GENERAL MEETING (cont’d)

Registered Office:

Clarendon House
2 Church Street
Hamilton HM11

Bermuda

Notes:—

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

A member of the Company entitled to attend and vote at the meeting is entitled to appoint another person as
his proxy to attend and vote instead of him. A member who is the holder of two or more shares may appoint
more than one proxy to attend and vote instead of him. A proxy need not be a member of the Company.

In order to be valid, the instrument appointing a proxy and the power of attorney or other authority, if any,
under which it is signed or a notarially certified copy of that power or authority, must be lodged with the
Company’s Branch Share Registrars in Hong Kong, Tengis Limited of 4th Floor, Hutchison House, 10
Harcourt Road, Central, Hong Kong not less than 48 hours before the time appointed for the holding of the
meeting (or the adjourned meeting as the case may be).

The Register of Members will be closed from Tuesday, 28 May 2002 to Friday, 31 May 2002, both days
inclusive, during such period no transfers of shares will be effected. In order to qualify for the proposed
final dividend and be eligible to attend and vote at the Annual General Meeting, all transfers, accompanied
by the relevant share certificates, must be lodged with the Company’s Branch Share Registrars in Hong
Kong, Tengis Limited, of 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong not later than
4:00 p.m. on Monday, 27 May 2002.

A form of proxy for use at the meeting and an explanatory statement containing further details regarding
resolution no. é above are enclosed in the 2001 Annual Report.

In relation to resolution no. 6(A), approval is being sought from members of the Company for a general
mandate to authorise the allotment of shares in the share capital of the Company. The Directors of the
Company currently have no immediate plans to issue any new shares in the share capital of the Company
pursuant to such general mandate.

In relation to resolution no. 6(B), the Directors wish to state that they will exercise the powers conferred
thereby to repurchase shares in circumstances which they deem appropriate.

In relation to resolution no. 6(C), approval is being sought from members to extend the general mandate to
allot shares by adding the repurchased shares to the 20 percent general mandate.

Guangdong Brewery Holdings Limited
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REPORT OF THE DIRECTORS

The Directors have pleasure in presenting their report and the audited financial statements of the

Company and its subsidiaries (together the “Group”) for the year ended 31 December 2001.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The subsidiaries are principally engaged

in investment holding and in the production, distribution and sale of beer.

There were no significant changes in the nature of the Group’s principal activities during the year.

SEGMENT INFORMATION

An analysis of the Group’s turnover and contribution to operating profit by principal activity and
geographical location for the year ended 31 December 2001 are set out in note 4 to the financial

statements.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2001 and the state of affairs of the Company and

the Group at that date are set out in the financial statements on pages 35 to 78.

The Directors recommend the payment of a final dividend of 1.0 HK cent per share for the year ended
31 December 2001, to shareholders on the register of members on 31 May 2002. This recommendation
has been incorporated in the financial statements as an allocation of retained earnings within capital
and reserves in the balance sheet. Further details of this accounting treatment are set out in note 12 to

the financial statements.

FINANCIAL SUMMARY

The Company was incorporated in Bermuda on 21 March 1997 and became the ultimate holding
company of the companies now comprising the Group as a result of the reorganisation which became
effective on 22 July 1997. To ensure consistency of presentation and for comparison purposes, the
proforma combined results for the year ended 31 December 1997 are presented below on the basis

that the current Group structure had been in existence throughout that year.

A summary of the results and of the assets and liabilities of the Group for the last five financial years,
as extracted from the published audited financial statements and reclassified as appropriate, is set out
below. The amount for each year have been adjusted for the effects of the retrospective changes in

accounting policy affecting dividends as detailed in notes 2 and 12 to the financial statements.

Guangdong Brewery Holdings Limited



REPORT OF THE DIRECTORS (cont’d)

FINANCIAL SUMMARY (cont’d)

Results

Turnover

Cost of sales

Gross profit

Other revenue and gains
Selling and distribution expenses
Administrative expenses
Impairment of investment
in an associate
Impairment of goodwill arising
from an acquisition of an
associate previously dealt

with in reserves
Profit from operating activities
Finance costs
Share of results of an associate
Profit before tax
Tax
Profit before minority interests

Minority interests

Net profit from ordinary activities

attributable to shareholders

Proforma

Consolidated combined

Year Ended 31 December

2001 2000 1999 1998 1997
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated) (Restated)

543,922 613,892 682,454 618,641 525,069
(332,691)  (386,172)  (456,477)  (380,537)  (345,817]
211,231 227,720 225,977 238,104 179,252
43,880 53,872 71,707 65,477 74,025
(133,586) (98,151)  (108,932) (79,802) (48,430)
(45,537) (68,774) (73,114) (98,488) (63,651)
(5,600) (32,367) - - -

- (9,135) - - -

70,388 73,165 115,638 125,291 141,196
(7,857) (30,483) (45,250) (30,275) (22,829)
(13,424) (14,496) (8,401) 1,398 -
49,107 28,186 61,987 96,414 118,367
(12,067) (19,042) (9,991) (12,772) (10,217)
37,040 9,144 51,996 83,642 108,150
(2,606) 1,098 716 610 (24,025)
34,434 10,242 52,712 84,252 84,125

Guangdong Brewery Holdings Limited
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REPORT OF THE DIRECTORS (cont’d)

FINANCIAL SUMMARY (cont’d)
Assets and Liabilities

Consolidated

As at 31 December
2001 2000 1999 1998 1997
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
[Restated) [Restated) (Restated) (Restated)

Total assets 1,360,661 1,605,929 1,844,575 1,915,603 1,876,435
Total liabilities (217,115)  (486,608)  (728,485)  (852,410)  (884,454)
Minority interests (34,496) (31,866) (37,849) (39,778) (46,863)
Net assets 1,109,050 1,087,455 1,078,241 1,023,415 945,118

FIXED ASSETS

Movements in fixed assets of the Company and the Group during the year are set out in note 14 to the

financial statements.
SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the authorised and issued shares and share options of the Company during the

year are set out in note 25 to the financial statements.
SHARE PREMIUM ACCOUNT AND RESERVES

Details of movements in the share premium account and reserves of the Company and the Group

during the year are set out in note 26 to the financial statements.
DISTRIBUTABLE RESERVES

At 31 December 2001, the Company’s reserves available for distribution as calculated in accordance

with the Companies Act 1981 of Bermuda amounted to HK$77,148,000.
In addition, the Company’s share premium may be distributed in the form of fully paid bonus shares.
CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions totalling HK$ 1,400 (2000: HK$41,000).

16  Guangdong Brewery Holdings Limited



REPORT OF THE DIRECTORS (cont’d)

DIRECTORS
The Directors of the Company during the year and up to date of this report are:

YE Xuquan (Appointed on 14 January 2002)
JIANG Guogiang (Appointed on 9 March 2001)
CHENG Mo Chi, Moses*

Alan Howard SMITH*

V-nee YEH*

ZHANG Yaping

WANG Man Kwan, Paul

HO LAM Lai Ping, Theresa

Michael WU (resigned on 9 March 2001)
CHAU Kam Wing, Donald (resigned on 5 April 2001)
ZHOU Dongxiang (resigned on 14 January 2002)

* Independent Non-Executive Director

In accordance with bye-law 87 of the Company’s Bye-laws, Messrs. Cheng Mo Chi, Moses and V-nee

Yeh will retire by rotation and, being eligible, offer themselves for re-election at the forthcoming Annual

General Meeting.

The Non-Executive Directors have not been appointed for a specific term, but are subject to retirement

by rotation pursuant to the Company’s Bye-laws.

Guangdong Brewery Holdings Limited 17



REPORT OF THE DIRECTORS (cont’d)

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

The Directors of the Company as at the date of this report are as follows:
Directors

Mr. Ye Xuquan, aged 46, was appointed a director and the Chairman of the Company in January
2002. Mr. Ye graduated from the Department of Chinese Language and Literature and the Institute of
Economy Research, South China Normal University and obtained a Master’s degree of Economics from
South China Normal University. Mr. Ye joined the Dongshen Water Bureau (the “Bureau”) in 1978 and
has 23 years’ experience in the management and operation of water supply. Mr. Ye was a section
chief of the Bureau in 1984, promoted as vice director of the Bureau in 1987, acted as deputy director
of the Bureau in 1995 and acted as director of the Bureau from 1997 to 2000. He was Chairman of
Guangnan (Holdings) Limited from November 2000 to January 2002. He is director and Deputy
General Manager of both i # & £ & £ ik 7 BR 2 7] (Guangdong Yue Gang Investment Holdings
Company Limited), GDH Limited and director of Guangdong Investment Limited (“GDI”), Chairman of
J&E B Uk Al K A7 BR 22 W] (Guangdong Yue Gang Water Supply Company Limited) and Chairman of ¥ 3l
R EE R’ A 2 A (Shenzhen Dongshen Investment Holding Co., Ltd.). He is also a member of
Guangdong Political Consultative Conference and Vice President of both Entrepreneur Association for

Water Consultative Conference of China and Shenzhen Chinese and Foreign Entrepreneur Association.

Mr. Jiang Guogqiang, aged 49, was appointed the Managing Director of the Company in January
2002 and previously was appointed a Director and the Chairman of the Company in March 2001. He
is a deputy general manager of GDI. Mr. Jiang graduated from Shanghai Metallurgical Machinery
School where he majored in metallurgical machinery. He is an engineer. In 1976 to 1988, Mr. Jiang
worked for First Metallurgy Construction Company of the Ministry of Metallurgy. In 1988, he joined
Zhongshan Zhongyue Tin-Plate Industrial Company Limited and Shanghai Industrial Co., Ltd. and he
became a director and deputy general manager of both companies in 1991. Mr. Jiang was a director
and the general manager of both companies from 1995 to March 2001. He was a deputy general
manager of the strategic development department of GDH Limited from April 2000 to January 2001.

Mr. Cheng Mo Chi, Moses, Jr aged 52, was appointed an Independent Non-Executive Director of
the Company in July 1997. He is also an independent non-executive director of GDI. Mr. Cheng is a
senior partner of Messrs. P.C. Woo & Co., a firm of solicitors and notaries in Hong Kong. Mr. Cheng
was a member of the Legislative Council of Hong Kong between 1991 and 1995. He is currently the
chairman of the Hong Kong Institute of Directors, the Board of Education and the Committee on the
Promotion of Civic Education. He also serves on the boards of many other listed companies as

independent non-executive director.

Guangdong Brewery Holdings Limited



REPORT OF THE DIRECTORS (cont’d)

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (cont’d)
Directors (cont’d)

Mr. Alan Howard Smith, aged 58, was appointed an Independent Non-Executive Director of the
Company in January 1999. Mr. Smith was vice chairman, Pacific Region, of Credit Suisse First Boston
“CSFB”), a leading global investment bank from 1997 to 2001. Prior to joining CSFB, he was the chief
executive of the Jardine Fleming Group from 1983 to 1994 and was chairman of the Jardine Fleming
Group from 1994 to 1996. Mr. Smith has over twenty-five years investment banking experience in
Asia. He was elected a council member of the Hong Kong Stock Exchange on two occasions. He was a
member of the Hong Kong Special Administrative Region Government’s Economic Advisory Committee
from 1994 to 2001, and was for 10 years a member of the Hong Kong Government’s Standing

Committee on Company Law Reform.

Mr. V-nee Yeh, aged 43, was appointed an Independent Non-Executive Director of the Company in
January 1999. He is deputy chairman of Hsin Chong Construction Group Ltd.; co-founder of Value
Partners Limited and VP Private Equity Limited. Mr. Yeh is also a council member of the Hong Kong
Stock Exchange until its merger into the Hong Kong Exchanges and Clearing Ltd. as well as a member
of the Listing Committee. He also sits on the Takeovers and Mergers Panel and the Takeovers Appeals

Committee of the Securities and Futures Commission.

Mr. Zhang Yaping, aged 49, was appointed a director of the Company in August 2000. Mr. Zhang
was appointed a director of GDH Limited since September 2000. He was appointed Deputy General
Manager and Managing Director of GDI in June 2000 and March 2001 respectively. Mr. Zhang
graduated from the Professional Finance Program in Jilin College of Finance and Trading and the
Senior Management Program in the Economic Management College of Tianjin Nankai University. He
has more than 20 years working experience in the banking and securities industries. Between 1990
and 1997, he had worked in the Bank of China Group. Prior to joining GDI, he was Deputy Commissioner
in the Shenzhen Regulatory Commissioner’s Office of the China Securities Regulatory Commission. He

is now a Senior Economist in the PRC.

Mr. Wang Man Kwan, Paul, aged 45, was appointed a director of the Company in August 2000.
He is a director of GDI (GDI, together with its subsidiaries, the “GDI Group”) and the Chief Financial
Officer of the GDI Group. Mr. Wang is a Certified Public Accountant in Hong Kong, a fellow of The
Association of Chartered Certified Accountants and Hong Kong Society of Accountants. He is also an
associate of Certified General Accountants of Canada, The Institute of Chartered Secretaries and
Administrators, The Hong Kong Institute of Company Secretaries and the Hong Kong Institute of

Taxation.
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REPORT OF THE DIRECTORS (cont’d)

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (cont’d)
Directors (cont’d)

Mrs. Ho Lam Lai Ping, Theresa, aged 46, was appointed a director of the Company in August
2000. She is also a director of Guangdong Tannery Limited. She has been the Company Secretary of
GDI since December 1992. She graduated from The Hong Kong Polytechnic and is an associate of
both The Institute of Chartered Secretaries and Administrators and The Hong Kong Institute of Company

Secretaries.

Mr. Zhou Dongxiang, aged 49, was appointed a Director of the Company from June 1997 to
January 2002. He graduated from Qi Qi Haer Light Industry College in the PRC. Mr. Zhou has been in
charge of the development of Kingway Plant No. 2 since 1995. He was the general manager of
Shenzhen Kingway Brewing Co., Ltd. from August 1997 to October 1998. He was the first deputy
general manager of Shenzhen Kingway Brewery Co., Ltd. and Shenzhen Kingway Brewing Co., Ltd
from 1998 to 2000. He has been the general manager of Shenzhen Kingway Brewery Co., Ltd. and
Shenzhen Kingway Brewing Co., Ltd. since April 2000. He was the deputy factory director of Jiamusi
Winery, Heilongjiang Province and the factory director of Winery from 1976 to 1983. From 1985 to
1990, he was the deputy plant manager of Jiamusi Brewery and was the factory director of that

brewery from 1990 to 1995. Mr. Zhou has over 17 years of experience in brewery industry.
Senior Management

During the year, Messrs. Jiang Guogiang and Zhou Dongxiang were members of the Company’s senior

executives.
DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming annual general meeting has a service
contract with the Company which is not determinable by the Company within one year without payment

of compensation other than statutory compensation.
DIRECTORS’ INTERESTS IN CONTRACTS
None of the Directors had a beneficial interest in any contract of significance to the business of the

Group, whether directly or indirectly, to which the Company, any of its holding companies, or any of

its subsidiaries or fellow subsidiaries was a party during the year.
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REPORT OF THE DIRECTORS (cont’d)

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Mr. Zhang Yaping, a Director of the Company, is also a director of GDH Limited (“GDH") as at the
balance sheet date. GDH engages in a wide range of business including brewing. However the
Directors do not believe that the brewing business of GDH competes either directly or indirectly in any

material respect with those of the Group.
DIRECTORS’ INTERESTS IN SECURITIES

As at 31 December 2001, the interests of the Directors in the share capital of the Company or its
associated corporations, as recorded in the register maintained by the Company pursuant to Section
29 of The Hong Kong Securities (Disclosure of Interests) Ordinance (the “SDI Ordinance”) or as
otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (“Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Director of Listed Companies under The Rules

Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) were as follows:
I Shares

(i) The Company

Type Number of
Name of Director of interest ordinary shares held
Ho Lam Lai Ping, Theresa Personal 80,000

(il Guangdong Investment Limited

Number of

Name of Director Type of interest ordinary shares held
Ho Lam Lai Ping, Theresa Personal 250,000
Zhou Dongxiang Personal 40,000

As at 31 December 2001, Mr. V-nee Yeh, a Director of the Company, held US$450,000
in principal amount of the Guaranteed Floating Rate Bonds due 2005 (the “2005
Guaranteed Bonds”), issued by Guangdong Investment Finance (Cayman) Limited and
guaranteed by Guangdong Investment Limited. The 2005 Guaranteed Bonds are listed on
the Luxembourg Stock Exchange and would be due in 2005.
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22

DIRECTORS’ INTERESTS IN SECURITIES (cont’d)

Il.  Options

(i) The Company

Number of

options

Name of held on
Director 01/01/2001
Jiang Guogiang -
Zhou Dongxiang 1,200,000

*

Options granted
during the year
Date  Number

granted  granted

10/10/2001 10,000,000

10/10/2001 7,000,000

Period
during
which
option is

exercisable

11/04/2002-
10/04/2007

20/02/1998-
19/02/2003
11/04/2002-
10/04/2007

Price per
share
to be

paid on

exercise
of option
[HKS)

0.383

210

0.383

Number
of options
exercised

during
the year

expires at 5:01 p.m. on the business day preceding that day (Hong Kong time).

Number of
options
held on

31/12/2001

10,000,000

1,200,000

7,000,000

If the last day of the option period is not a business day in Hong Kong, the option period

No consideration has been paid by the Directors for the options granted by the Company.
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REPORT OF THE DIRECTORS (cont’d)

DIRECTORS’ INTERESTS IN SECURITIES (cont’d)
Il. Options (cont’d)

(il Guangdong Investment Limited

Price per
Period share Number

Number of Options granted during tobe  of options  Number of

options during the year which paidon  exercised options

Name of held on Date  Number option is exercise during held on

Director 01/01/2001 granted  granted exercisable”  of option the year  31/12/2001

[HKS)

Jiang Guogiang - 10/08/2001 1,500,000 11/02/2002- 0.5312 - 1,500,000
10/02/2007

Cheng Mo Chi, - 01/11/2001 1,000,000 02/05/2002- 0.74 - 1,000,000
Moses 01/05/2007

Zhang Yaping - 10/08/2001 12,000,000 11/02/2002- 0.5312 - 12,000,000
10/02/2007

Wang Man Kwan, - 10/08/2001 1,500,000 11/02/2002- 0.5312 - 1,500,000
Paul 10/02/2007

Ho Lam Lai Ping, 200,000 - - 10/06/1997- 4,536 - 200,000
Theresa 09/06/2002

500,000 - - 19/08/1998- 2.892 - 500,000
18/08/2003

- 10/08/2001 1,200,000 11/02/2002- 0.5312 - 1,200,000
10/02/2007

Zhou Dongxiang 150,000 - - 17/09/1998- 3.024 - 150,000
16/09/2003

*

If the last day of the option period is not a business day in Hong Kong, the option period
expires at 5:01 p.m. on the business day preceding that day (Hong Kong time).

No consideration has been paid by the Directors for the options granted by Guangdong

Investment Limited.
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REPORT OF THE DIRECTORS (cont’d)

DIRECTORS’ INTERESTS IN SECURITIES (cont’d)

Il. Options (cont’d)

(iii)  Guangnan (Holdings) Limited

Price per
Period share Number
Number of Options granted during tobe  of options  Number of
options during the year which paid on  exercised options
Name of held on Date  Number option is exercise during held on
Director 01/01/2001 granted  granted exercisable of option the year  31/12/2001
[HKS)
Jiang Guogiang 300,000 - - 12/02/1999- 0.4295# - 2,850,0004*
10/02/2002
# The exercise price and the number of outstanding share options which were granted prior to

16 January 2001 were adjusted as a result of completion of the open offer of Guangnan

(Holdings) Limited.

* Expired and lapsed at 5:00 p.m. (Hong Kong time) on 10 February 2002.

No consideration has been paid by the Directors for the options granted by Guangnan

(Holdings) Limited.

Save as disclosed above, as at 31 December 2001, none of the Directors or their associates

had any personal, family, corporate or other interests in the equity or debt securities of the

Company or any of its associated corporations which were required to be notified to the

Company and the Stock Exchange pursuant to Section 28 of the SDI Ordinance, including

interests which they were deemed or taken to have under Section 31 or Part | of the Schedule to

the SDI Ordinance, or which were required, pursuant to Section 29 of the SDI Ordinance, to be

entered in the register referred to therein or as otherwise notified to the Company and the Stock

Exchange pursuant to the Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Other than “Directors’ Interests in Securities” above and “Share Options of the Company, its Subsidiaries

and Associated Corporation” below, at no time during the year was the Company, its holding companies

or any of its subsidiaries or associated corporation a party to any arrangements to enable the Directors

of the Company or their spouse or children under 18 years of age to acquire benefits by means of the

acquisition of shares in or debentures of the Company or any other body corporate.
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION

(i)

The Company

The Company operates a share option scheme (the “Share Option Scheme”) for the purpose of
providing incentives and rewards to eligible participants who contribute to the success of the
Group's operations. Pursuant to the Share Option Scheme adopted on 22 July 1997, the Board
of Directors may at their discretion offer to any executive and/or employee of the Group options
to subscribe for Ordinary Shares of the Company. The Share Option Scheme will remain in force

for a period of 10 years from 22 July 1997.

The maximum number of shares in respect of which options may be granted (including shares
issued pursuant to options exercised and shares in respect of which any option remains outstanding)
when aggregated with any shares subject to any other share option schemes under the Share
Option Scheme may not exceed 10% of the issued shares (excluding any shares issued pursuant
to the Share Option Scheme) at the time of grant of the option. As at 31 December 2001, the
total number of shares issuable for option granted under the Share Option Scheme was

26,250,000, which represented approximately 2.1% of the Company’s share in issue.

No option may be granted to any one person which, if exercised in full, would result in the total
number of shares already issued and issuable to him under the Share Option Scheme exceeding
25% of the aggregate number of shares of the time being issued and issuable under the Share

Option Scheme.

The offer of a grant of share options may be accepted within the date specified in the offer with
no consideration being payable by the grantee. An option may be exercised in accordance with
the terms of the Share Option Scheme at any time during the period commencing on the first
business day after six months from the date of grant of the option and expiring at the close of

business day preceding the fifth anniversary thereof.

The price per ordinary share payable on the exercise of an option under the Share Option
Scheme as determined by the Directors will be a price being equal to the higher of the nominal
value of the ordinary shares and an amount not less than 80% of the average of the closing
prices of the ordinary shares as stated in the daily quotation sheets of the Stock Exchange for

the five business days immediately preceding the date of grant of the option.
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION
(cont’d)

(i) The Company (cont’d)

With effect from 1 September 2001, the Stock Exchange requires that the exercise price of
options to be at least the higher of the closing price of the shares on the Stock Exchange on the
date of grant and the average closing prices of the shares on the Stock Exchange for the five
trading days immediately preceding the date of grant. Up to the date of this report, certain
options were granted to the directors and employees of the Group pursuant to the new requirements
after 1 September 2001.

The directors do not consider it appropriate to disclose a theoretical value of the share options
granted during the year to the directors and employees, because in the absence of a readily
market value of the share options on the ordinary shares of the Company, the directors were

unable to arrive at an assessment of the value of these share options.
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION
(cont’d)

(i) The Company (cont’d)

The following share options were outstanding under the Share Option Scheme during the year:

Price of
Number of share options Company’s
Date of  Exercise  Exercise shares
Name or At1  Granted Cancelled At 31  grant of period price  at grant
category of January during during December share  of share  of share date of
participant 2001  the year  the year 2001 options*  options#  options**  options***
HK$ HK$
Directors
Jiang Guogiang - 10,000,000 - 10,000,000 10-10-2001 11-04-2002 0.383 0.38
to
10-04-2007
Zhou Dongxiang 1,200,000 - - 1,200,000 20-08-1997 20-02-1998 2.10 2.725
to
19-02-2003
- 7,000,000 - 7,000,000 10-10-2001 11-04-2002 0.383 0.38
to
10-04-2007
1,200,000 17,000,000 - 18,200,000
Other employees
In aggregate 8,250,000 - (5,600,000) 2,650,000 20-08-1997 20-02-1998 2.10 2.725
to
19-02-2003
- 5,400,000 - 5,400,000 10-10-2001 11-04-2002 0.383 0.38
to
10-04-2007

8,250,000 5,400,000 (5,600,000) 8,050,000

9,450,000 22,400,000 (5,600,000) 26,250,000

The vesting period of the share options is from the date of the grant until the commencement of the
exercise period.

* The exercise price of the share options is subject to adjustment in the case of rights or bonus issues,

or other similar changes in the Company’s share capital.

The price of the Company’s shares disclosed as at the date of the grant of the share options is the
closing price on the Stock Exchange on the trading day on which the options were granted.

# If the last day of the option period is not a business day in Hong Kong, the option period expires at
5:01 p.m. on the business day preceding that day (Hong Kong time).
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION
(cont’d)

(ii)

Guangdong Investment Limited (“GDI”)

GDI, the Company’s immediate holding company, operates a share option scheme (the “GDI
Scheme”) for the purpose of providing incentives and rewards to eligible participants who
contribute to the success of its operations. Pursuant to the GDI Scheme adopted on 2 February
1994 and amended on 29 December 1997, and which will expire on 1 February 2004, the
board of directors of GDI may at their discretion offer to any director and/or employee of GDI
and its subsidiaries options to subscribe for ordinary shares of GDI. The GDI Scheme will remain

in force for a period of ten years from 2 February 1994.

The maximum number of GDl's ordinary shares in respect of which options may be granted
(including shares issued pursuant to options exercised and shares in respect of which any option
remains outstanding) when aggregated with any shares subject to any other share option schemes
under the GDI Scheme may not exceed 10% of the issued ordinary shares (excluding any shares

issued pursuant to the GDI Scheme) at the time of grant of the option.

No option may be granted to any one person which, if exercised in full, would result in the total
number of GDI's ordinary shares already issued and issuable to him under the GDI Scheme
exceeding 25% of the aggregate number of ordinary shares of the time being issued and
issuable under the GDI Scheme. As at 31 December 2001, the total number of ordinary shares
issuable for options granted under the GDI Scheme was 199,345,000 which represented
approximately 3.88% of the GDI's ordinary shares in issue.

The offer of a grant of share options may be accepted within the date specified in the offer with
no consideration being payable by the grantee. An option may be exercised in accordance with
the terms of the GDI Scheme at any time during the period commencing on the first business day
after six months from the date of grant of the option and expiring at the close of business day

preceding the fifth anniversary thereof.

The price per ordinary share payable on the exercise of an option under the GDI Scheme as
determined by the directors of GDI will be a price being equal to the higher of the nominal value
of the ordinary shares and an amount not less than 80% of the average of the closing prices of
the ordinary shares as stated in the daily quotation sheets of Stock Exchange for the five

business days immediately preceding the date of grant of the option.

With effect from 1 September 2001, the Stock Exchange requires that the exercise price of
options to be at least the higher of the closing price of the shares on the Stock Exchange on the
date of grant and the average closing prices of the shares of GDI on the Stock Exchange for the
five trading days immediately preceding the date of grant. Up to the date of this report, certain
options were granted to the directors of GDI pursuant to the new requirements after 1 September
2001.
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION
(cont’d)

(iii)

Guangdong Tannery Limited (“GD Tannery”)

GD Tannery, a fellow subsidiary of the Company, operates a share option scheme (the “GD
Tannery Scheme”) for the purposes of providing incentives to participants to contribute to the GD
Tannery and its subsidiaries (“GD Tannery Group”), to enable the GD Tannery Group to recruit
and retain quality employees to serve the GD Tannery Group on a long-term basis. Pursuant to
the GD Tannery Scheme adopted on 26 November 1996 which will expire on 25 November
2006, the board of directors of GD Tannery may at their discretion offer to any executive and/
or employee of the GD Tannery Group options to subscribe for ordinary shares of GD Tannery.

The GD Tannery Scheme will remain in force for a period of ten years from 26 November 1996.

The maximum number of shares in respect of which options may be granted (including shares
issued pursuant to options exercised and shares in respect of which any option remains outstanding)
when aggregated with any shares subject to any other share option schemes under the GD
Tannery Scheme may not exceed 10% of the issued shares (excluding any shares issued pursuant
to the GD Tannery Scheme) at the time of grant of the option. As at 31 December 2001, the
total number of shares issuable for options granted under the GD Tannery Scheme was 6,400,000,

which represented approximately 1.22% of the GD Tannery’s ordinary shares in issue.

No option may be granted to any one person which, if exercised in full, would result in the total
number of shares already issued and issuable to him under the GD Tannery Scheme exceeding
25% of the aggregate number of shares of the time being issued and issuable under the GD

Tannery Scheme.

The offer of a grant of share options may be accepted within the date specified in the offer with
no consideration being payable by the grantee. An option may be exercised in accordance with
the terms of the GD Tannery Scheme at any time during the period commencing on the first
business day after six months from the date of grant of the option and expiring at the close of

business day preceding the fifth anniversary thereof.

The price per ordinary share payable on the exercise of an option under the GD Tannery
Scheme as determined by the directors will be a price being equal to the higher of the nominal
value of the ordinary shares and an amount not less than 80% of the average of the closing
prices of the ordinary shares as stated in the daily quotation sheets of the Stock Exchange for

the five business days immediately preceding the date of offer of the option.

With effect from 1 September 2001, the Stock Exchange requires that the exercise price of
options to be at least the higher of the closing price of the shares on the Stock Exchange on the
date of grant and the average closing prices of the shares of GD Tannery on the Stock Exchange
for the five trading days immediately preceding the date of grant. Up to the date of this report,
GD Tannery has not granted any options on or after 1 September 2001.
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION
(cont’d)

(iv)

Guangnan (Holdings) Limited (“Guangnan”)

On 21 November 1994, in order to align the interests of directors and employees with those of
the shareholders of Guangnan, an associated corporation of the Company, adopted a share
option scheme (the “1994 Share Option Scheme”) pursuant to which the directors of Guangnan
are authorized, at their discretion, to invite directors or employees of Guangnan and its subsidiaries
to take up options to subscribe for shares of Guangnan. Offers of options under the 1994 Share
Option Scheme may be accepted in writing within 21 days from the date of making such offer.
Options granted under the 1994 Share Option Scheme is exercisable within a period commencing
twelve months after the date of acceptance of options and expiring on the last day of a four year
period from such acceptance date or 20 November 2004, whichever is earlier. The 1994 Share
Option Scheme shall expire on 20 November 2004.

On 24 August 2001, for the purpose of having a new share option scheme with terms compatible
with modern practice and providing greater flexibility to the directors, Guangnan adopted a
new share option scheme (the “2001 Share Options Scheme”). Pursuant to the 2001 Share
Option Scheme, the directors of Guangnan are authorized, at their discretion, to invite full-time
employees of Guangnan and its subsidiaries, including executive directors but excluding non-
executive directors to take up options to subscribe for shares of Guangnan. A grant of options
under the 2001 Share Option Scheme may be accepted in writing and upon payment of a
consideration of HK$10 in total by the grantee to Guangnan within 21 days from the date of
grant. Options granted under the 2001 Share Option Scheme is exercisable within a period of
five years commencing on the business day immediately following the expiry of three months
after the date of grant and expiring at the close of business on the last business day of such five

year period. The 2001 Share Option Scheme shall expire on 23 August 2011.

The total number of shares in respect of which options may be granted under the 1994 Share
Option Scheme and the 2001 Share Option Scheme (collectively the “Schemes”) may not
exceed 10% of the issued share capital of Guangnan at the time of grant of options (excluding
any shares issued upon exercise of options granted under the Schemes). As at 31 December
2001, the number of shares issuable for options granted under the Schemes was 302,200,000

which represented approximately 3.38% of Guangnan's share in issue.

The maximum entitlement of each participant under the Schemes will not exceed 25% of the
aggregate number of shares of Guangnan for the time being issued and issuable under the

Schemes.
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REPORT OF THE DIRECTORS (cont’d)

SHARE OPTIONS OF THE COMPANY, ITS SUBSIDIARIES AND ASSOCIATED CORPORATION
(cont’d)

(iv) Guangnan (Holdings) Limited (cont’d)

The exercise price of the options under the Schemes is determinable by the directors of Guangnan
in their discretion, but may not be less than the higher of (i) the nominal value of the shares of
Guangnan; and (ii) 80% of the average of the closing prices per share of Guangnan as state in
the Stock Exchange’s quotation sheets for the five trading days immediately preceding the date

of grant of an option.

Details of the options of the Company, GDI and Guangnan held by the Directors of the Company are

set out in the section headed “Directors’ Interests in Securities” of this report.
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2001, the following interests of 10% or more of the issued share capital of the

Company were recorded in the register of interests required to be kept by the Company pursuant to

Section 16(1) of the SDI Ordinance:

Name of shareholder Number of Shares Held Percentage Holding
JB TR B PR R 900,000,000 72%

(Guangdong Yue Gang Investment
Holdings Company Limited)

GDH Limited (“GDH") 900,000,000 72%
Guangdong Investment Limited (“GDI") 900,000,000 72%
Notes:

1. The attributable interest which & 4 % ik 4 % # I 47 B 22 ] (Guangdong Yue Gang Investment Holdings

Company Limited) has in the Company is held through its 100% direct interests in GDH.

2. The attributable interest which GDH has in the Company is held through its subsidiary, GDI.
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REPORT OF THE DIRECTORS (cont’d)

CONNECTED TRANSACTIONS

Details of the connected transactions for the year are set out in note 31 to the financial statements. The
Independent Non-Executive Directors of the Company had reviewed the connected transaction set out in
note 31(i) for which the Stock Exchange has granted a waiver from the relevant requirements of the

Listing Rules and confirmed that:
(a)  the transaction was entered into by the Group in the ordinary and usual course of its business;

(b)  the transaction was entered into on terms that are fair and reasonable so far as the shareholders

of the Company are concerned;

(c) the transaction was entered into either (i) in accordance with terms of the agreements governing
such transaction, or (ii) on terms no less favourable than terms available to or from independent

third parties; and

(d)  the aggregate value of the malt purchased by the Group during the year from Guangzhou
Malting Co., Ltd. in which Guangdong Investment Limited, the Company’s immediate holding
company, has an approximately 51.6% interest, does not exceed 30% of the total cost of

production of the Group.
PURCHASE, SALE AND REDEMPTION OF LISTED SECURITIES

Neither the Company, nor any of its subsidiaries purchased, sold or redeemed any of its listed

securities during the year.
PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s Bye-laws and there are no restrictions

against such rights under the law of Bermuda, being the jurisdiction in which the Company is

incorporated.
MAJOR CUSTOMERS AND SUPPLIERS

Purchases from the largest supplier and the five largest suppliers represent 19.6% and 36.4% of the

Group's total purchases for the year, respectively.

Sales attributable to the largest customer and the five largest customers represent 13.4% and 54.3% of

the Group's total sales for the year, respectively.
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REPORT OF THE DIRECTORS (cont’d)

MAJOR CUSTOMERS AND SUPPLIERS (cont’d)

None of the Directors, their respective associates or shareholders (which to the knowledge of the
Directors) owning more than 5% of the issued share capital of the Company, have any interests in the

five largest customers of the Group.

Apart from Guangzhou Malting Co., Ltd., none of the Directors, their respective associates or shareholders
(which to the knowledge of the Directors) owning more than 5% of the issued share capital of the

Company, have any interests in the five largest suppliers of the Group.
COMPLIANCE WITH THE CODE OF BEST PRACTICE

During the year, the Company has complied with the Code of Best Practice as set out in Appendix 14
of the Listing Rules of the Stock Exchange except that the Non-Executive Directors are not appointed for
a specific term as they are subject to retirement by rotation in accordance with the Company’s Bye-

laws.
AUDIT COMMITTEE

The Company has an audit committee which was established in accordance with the Code of Best
Practice. The Audit Committee comprises the three independent non-executive directors and a non-
executive director of the Company. The Audit Committee meets every six months mainly to consider the
nature and scope of audit reviews, the effectiveness of the internal control systems and compliance with

the relevant rules and regulations.
AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be

proposed at the forthcoming annual general meeting.

On behalf of the Board
Ye Xuquan

Chairman

Hong Kong, 12 April 2002
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REPORT OF THE AUDITORS

Ell ERNST & YOUNG

£ A & wF KN

To the members
Guangdong Brewery Holdings Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 35 to 78 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation of financial statements which give a true
and fair view. In preparing financial statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently. It is our responsibility to form an
independent opinion, based on our audit, on those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes an examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Company’s and the Group’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements. We
believe that our audit provides a reasonable basis for our opinion.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2001 and of the profit and cash flows of the Group for the year

then ended and have been properly prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong
12 April 2002
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CONSOLIDATED PROFIT AND LOSS ACCOUNT

Year ended 31 December 2001

TURNOVER

Cost of sales

Gross profit

Other revenue and gains

Selling and distribution expenses
Administrative expenses

Impairment of investment in an associate
Impairment of goodwill arising from an

acquisition of an associate previously

dealt with in reserves

PROFIT FROM OPERATING ACTIVITIES

Finance costs

Share of loss of an associate

PROFIT BEFORE TAX

Tax

PROFIT BEFORE MINORITY INTERESTS

Minority interests

NET PROFIT FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS

DIVIDEND - Proposed final

EARNINGS PER SHARE
- BASIC

- DILUTED

Notes

10

12

13

2001 2000
HK$’000 HK$'000
543,922 613,892
(332,691) (386,172)
211,231 227,720

43,880 53,872
(133,586) (98,151)
(45,537) (68,774)
(5,600) (32,367)

- (9,135)

70,388 73,165
(7,857) (30,483)
(13,424) (14,496)
49,107 28,186
(12,067) (19,042)
37,040 9,144
(2,606) 1,098
34,434 10,242
(12,500) (12,500)
2.8 cents 0.8 cents
N/A N/A
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CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES

Year ended 31 December 2001

Exchange differences on translation of the financial
statements of subsidiaries and an associate in

Mainland China

Net profit from ordinary activities attributable to

shareholders

Total recognised gains and losses

Guangdong Brewery Holdings Limited

2001 2000

Notes HK$’000 HK$'000
26 (339) 2,337
26 34,434 10,242
34,095 12,579




CONSOLIDATED BALANCE SHEET

31 December 2001

NON-CURRENT ASSETS

Fixed assets

Interest in an associate
Investment securities
Loan to a director

Reusable packaging materials

CURRENT ASSETS

Inventories

Trade receivables

Prepayments, deposits and other receivables
Loan to a director

Cash and bank balances

CURRENT LIABILITIES

Interest-bearing bank loans, unsecured
Trade payables

Tax payable

VAT payable

Other payables and accruals

Due to immediate holding company

Due to a fellow subsidiary

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

Notes

14
16
17
18

19
20

18

21
22

23
31(i)

2001 2000
HK$’000 HK$°000
(Restated)

1,112,710 1,221,788
42,997 62,079
4,611 4,611

- 1,649

5,975 12,025
1,166,293 1,302,152
76,852 79,212
37,327 37,689
5,610 10,766

- 51

74,579 176,059
194,368 303,777
- (94,277)
(35,955) (36,526)
(7,026) (4,360)
(7,138) (19,142)
(70,203) (61,469)

- (25,325)

(8,612) (3,649)
(128,934) (244,748)
65,434 59,029
1,231,727 1,361,181
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CONSOLIDATED BALANCE SHEET (cont’d)
31 December 2001

2001 2000
Notes HK$’000 HK$’000
(Restated)

NON-CURRENT LIABILITIES
Interest-bearing bank loans, unsecured 21 - (65,994)
Due to immediate holding company 23 - (72,531)
Due to minority equityholders of subsidiaries 24 (88,181) (103,335)
1,143,546 1,119,321
MINORITY INTERESTS (34,496) (31,869)
1,109,050 1,087,455

CAPITAL AND RESERVES
Issued capital 25 125,000 125,000
Reserves 26 971,550 949,955
Proposed final dividend 12 12,500 12,500
1,109,050 1,087,455
Ye Xuquan Jiang Guoqiang
Director Director
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December 2001

NET CASH INFLOW FROM OPERATING
ACTIVITIES

RETURNS ON INVESTMENTS AND SERVICING

OF FINANCE
Interest received
Interest paid
Dividend paid

Dividend paid to minority equityholder of a

subsidiary

Net cash outflow from returns on investments and

servicing of finance

TAX
Hong Kong profits tax paid
Mainland China profits tax paid

Taxes paid

INVESTING ACTIVITIES
Proceeds from disposal of fixed assets
Purchases of fixed assets
Purchases of reusable packaging materials

Net cash outflow from investing activities

NET CASH INFLOW BEFORE FINANCING
ACTIVITIES

FINANCING ACTIVITIES
New interest-bearing bank loans
Repayment of interest-bearing bank loans
Repayment to immediate holding company
Repayment to minority equityholder of
a subsidiary

Net cash outflow from financing activities

DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at beginning of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

Notes

27(a)

27(b)

2001 2000
HK$’000 HK$'000
208,727 255,048

1,600 3,698
(9,936) (26,350)
(12,500) (12,500)
(4,304) (5,185)
(25,140) (40,337)
(399) -
(9,002) (18,451)
(9,401) (18,451)
953 2,848
(4,320) (23,747)
(5,480) (3,892)
(8,847) (24,791)
165,339 171,469
91,393 141,416
(251,567) (249,871)
(97,856) (124,178)
(8,707) (4,714)

(266,737) (237,347)

(101,398) (65,878)
176,059 241,106

(82) 831
74,579 176,059
74,579 176,059
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BALANCE SHEET
31 December 2001

2001 2000
Notes HKS$’000 HK$000
(Restated)
NON-CURRENT ASSETS
Fixed assets 14 528 736
Interests in subsidiaries 15 986,839 1,099,056
Investment securities 17 4,611 4,611
991,978 1,104,403
CURRENT ASSETS
Prepayments, deposits and other receivables 536 1,609
Due from subsidiaries 89,076 92,497
Cash and bank balances 8,544 40,213
98,156 134,319
CURRENT LIABILITIES
Other payables and accruals (5,806) (7,108)
Due to subsidiaries (2,363) (1,698)
Due to immediate holding company 23 - (25,325)
(8,169) (34,131)
NET CURRENT ASSETS 89,987 100,188
TOTAL ASSETS LESS CURRENT LIABILITIES 1,081,965 1,204,591
NON-CURRENT LIABILITIES
Due to immediate holding company 23 - (72,531)
1,081,965 1,132,060
CAPITAL AND RESERVES
Issued capital 25 125,000 125,000
Reserves 26 944,465 994,560
Proposed final dividend 12 12,500 12,500
1,081,965 1,132,060
Ye Xuquan Jiang Guoqiang
Director Director
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NOTES TO FINANCIAL STATEMENTS
31 December 2001

CORPORATE INFORMATION

During the year, the Group was principally engaged in investment holding, the production,

distribution and sale of beer, and the operation of restaurants, pubs and other related services.

There were no changes in the nature of the Group's activities during the year.

The Company is a 72% owned subsidiary of Guangdong Investment Limited (“GDI”), a company

incorporated and publicly listed in Hong Kong. In the opinion of the directors, the ultimate
holding company of the Company as at 31 December 2001 was J& ¥ % i 4 & #5 1 A BR A A
(Guangdong Yue Gang Investment Holdings Company Limited), a company established in the

People’s Republic of China.

IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE

(“SSAPs”)

The following recently-issued and revised SSAPs and related Interpretations are effective for the

first time for the current year's financial statements:

o SSAP 9 (Revised):

o SSAP 14 (Revised):
o SSAP 18 (Revised):

o SSAP 26:
o SSAP 28:
J SSAP 29:
o SSAP 30:
o SSAP 31:
o SSAP 32:
o Interpretation 12:
o Interpretation 13:

“Events after the balance sheet date”

“Leases”

“Revenue”

“Segment reporting”

“Provisions, contingent liabilities and contingent assets”

“Intangible assets”

“Business combinations”

“Impairment of assets”

“Consolidated financial statements and accounting for
investments in subsidiaries”

“Business combinations — subsequent adjustment of fair values
and goodwill initially reported”

“Goodwill - continuing requirements for goodwill and negative

goodwill previously eliminated against/credited to reserves”
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE
(“SSAPs”) (cont’d)

These SSAPs prescribe new accounting measurement and disclosure practices. The major effects
on the Group’s accounting policies and on the amounts disclosed in these financial statements of

adopting these SSAPs and Interpretations are summarised as follows:

SSAP 9 (Revised) prescribes which type of events occurring after the balance sheet date require
adjustment to the financial statements, and which require disclosure, but no adjustment. Its
principal impact on these financial statements is that the proposed final dividend which is not
declared and approved until after the balance sheet date, is no longer recognised as a liability
at the balance sheet date, but is disclosed as an allocation of retained earnings on a separate
line within the capital and reserves section of the balance sheet. The prior year adjustment

arising from the adoption of this new SSAP is detailed in note 12 to the financial statements.

SSAP 14 (Revised) prescribes the basis for lessor and lessee accounting for finance and operating
leases, and the required disclosures in respect thereof. Certain amendments have been made to
the previous accounting measurement treatments, which may be accounted for retrospectively or
prospectively, in accordance with the requirements of the SSAP. This revised SSAP has been
applied prospectively and its requirements have not had a material effect on the amounts
previously recorded in the financial statements, therefore no prior year adjustment has been
required. The disclosure changes under this SSAP have resulted in changes to the detailed
information disclosed for operating leases, which are further detailed in note 28 to the financial

statements.

SSAP 18 (Revised) prescribes the recognition of revenue and was revised as a consequence of
the revision to SSAP 9 described above. Proposed final dividends from subsidiaries that are
declared and approved by the subsidiaries after the balance sheet date are no longer recognised
in the Company’s own financial statements for the year. This has had no significant impact on

these financial statements.

SSAP 26 prescribes the principles to be applied for reporting financial information by segment.
It requires that management assesses whether the Group’s predominant risks or returns are
based on business segments or geographical segments and determines one of these bases to be
the primary segment information reporting format, with the other as the secondary segment
information reporting format. The impact of this SSAP is the inclusion of significant additional

segment reporting disclosures which are set out in note 4 to the financial statements.

SSAP 28 prescribes the recognition criteria and measurement bases to apply to provisions,
contingent liabilities and contingent assets, together with the required disclosures in respect

thereof. This has had no significant impact on these financial statements.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE
(“SSAPs”) (cont’d)

SSAP 29 prescribes the recognition and measurement criteria for intangible assets, together with

the disclosure requirements. This has had no significant impact on these financial statements.

SSAP 30 prescribes the accounting treatment for business combinations, including the determination
of the date of acquisition, the method for determining the fair values of the assets and liabilities
acquired, and the treatment of goodwill or negative goodwill arising on acquisition. The SSAP
requires the disclosure of goodwill and negative goodwill in the non-current assets section of the
balance sheet. It requires that goodwill is amortised to the consolidated profit and loss account
over its estimated useful life. Negative goodwill is recognised in the consolidated profit and loss
account depending on the circumstances from which it arose, as further described in the accounting
policy for negative goodwill disclosed in note 3 to the financial statements. Interpretation 13
prescribes the application of SSAP 30 to goodwill arising from acquisitions in previous years
which remains eliminated against consolidated reserves. The adoption of the SSAP and
Interpretation has not resulted in a prior year adjustment, for the reasons detailed in note 3 to
the financial statements. The required new additional disclosures are included in notes 15 and

16 to the financial statements.

SSAP 31 prescribes the recognition and measurement criteria for impairments of assets. The
SSAP is required to be applied prospectively and therefore, has had no effect on amounts

previously reported in prior year financial statements.

SSAP 32 prescribes the accounting treatment and disclosures for the preparation and presentation
of consolidated financial statements, and has had no impact on the preparation of these financial
statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance with Hong Kong Statements of
Standard Accounting Practice, accounting principles generally accepted in Hong Kong and the

disclosure requirements of the Hong Kong Companies Ordinance. They have been prepared

under the historical cost convention.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries for the year ended 31 December 2001. The results of subsidiaries and associate
acquired or disposed of during the year are consolidated from or to their effective dates of
acquisition or disposal, respectively. All significant intra-group transactions and balances within

the Group are eliminated on consolidation.
Subsidiaries

A subsidiary is a company in which the Company, directly or indirectly, controls more than half
of its voting power or issued share/registered capital or controls the composition of its board of

directors.
The Company’s interests in subsidiaries are stated at cost less any impairment losses.
Associate

An associate is a company, not being a subsidiary or a jointly controlled entity, in which the
Group has a long term interest of generally not less than 20% of the equity voting rights and

over which it is in a position to exercise significant influence.

The Group’s share of the post-acquisition results and reserves of the associate is included in the
consolidated profit and loss account and consolidated reserves, respectively. The Group's interest
in the associate is stated in the consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting less any impairment losses. Goodwill arising from the
acquisition of associate, which was not previously eliminated in consolidated reserves, is included

as part of the Group's interest in associate.

Joint venture companies established in the mainland of the People’s Republic of
China (“Mainland China”)

A joint venture company is a company set up by contractual arrangement, whereby the Group
and other parties undertake an economic activity. The joint venture company operates as a

separate entity in which the Group and the other parties have an interest.

The joint venture agreement with the venturers stipulates the capital contributions of the joint
venture parties, the duration of the joint venture and the basis on which assets are to be realised
upon its dissolution. The profits and losses from the joint venture company’s operations and any
distribution of surplus assets are shared by the venturers, either in proportion to their respective

capital contributions, or in accordance with the terms of the joint venture agreement.

Guangdong Brewery Holdings Limited



NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Joint venture companies established in the mainland of the People’s Republic of
China (“Mainland China”) (cont’d)

A joint venture company is accounted for as:

(a)  a subsidiary, if the Group has unilateral control over the joint venture company;

(b)  a jointly controlled entity, if the Group does not have unilateral control, but has joint

control over the joint venture company;

(c)  an associate, if the Group does not have unilateral or joint control, but holds generally
not less than 20% of the joint venture company’s registered capital and is in a position to

exercise significant influence over the joint venture company; or

(d)  an investment security, if the Group holds less than 20% of the joint venture company’s
registered capital and has neither joint control of, nor is in a position to exercise significant

influence over, the joint venture company.

Goodwill

Goodwill arising on acquisition of subsidiaries and associates represents the excess of the cost
of the acquisition over the Group’s share of the fair values of the identifiable assets and

liabilities acquired at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance sheet as an asset and
amortised on the straight-line basis over its estimated useful life. In the case of associates, any
unamortised goodwill is included in the carrying amount thereof, rather than as a separately

identified asset on the consolidated balance sheet.

In prior years, goodwill arising on acquisitions was eliminated against consolidated reserves in
the year of acquisition. The Group has adopted the transitional provision of SSAP 30 that
permits goodwill on acquisitions which occurred prior to 1 January 2001 to remain eliminated
against consolidated reserves. Goodwill on subsequent acquisitions is treated according to the

new accounting policy above.

On disposal of subsidiaries or associates, the gain or loss on disposal is calculated by reference
to the net assets at the date of disposal, including the attributable amount of goodwill which
remains unamortised and any relevant reserves, as appropriate. Any attributable goodwill
previously eliminated against consolidated reserves at the time of acquisition is written back and

included in the calculation of the gain or loss on disposal.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Goodwill (cont’d)

The carrying amount of goodwill, including goodwill remaining eliminated against consolidated
reserves, is reviewed annually and written down for impairment when it is considered necessary.
A previously recognised impairment loss for goodwill is not reversed unless the impairment loss
was caused by a specific external event of an exceptional nature that was not expected to recur,

and subsequent external events have occurred which have reversed the effect of that event.
Negative goodwill

Negative goodwill arising on the acquisition of subsidiaries and associates represents the excess
of the Group’s share of the fair values of the identifiable assets and liabilities acquired as at the

date of acquisition, over the cost of the acquisition.

To the extent that negative goodwill relates to expectations of future losses and expenses that are
identified in the acquisition plan and that can be measured reliably, but which do not represent
identifiable liabilities as at the date of acquisition, that portion of negative goodwill is recognised
as income in the consolidated profit and loss account when the future losses and expenses are

recognised.

To the extent that negative goodwill does not relate to identifiable expected future losses and
expenses as at the date of acquisition, negative goodwill is recognised in the consolidated profit
and loss account on a systematic basis over the remaining average useful life of the acquired
depreciable/amortisable assets. The amount of any negative goodwill in excess of the fair

values of the acquired non-monetary assets is recognised as income immediately.

In the case of associates, any negative goodwill not yet recognised in the consolidated profit
and loss account is included in the carrying amount thereof, rather than as a separately identified

item on the consolidated balance sheet.

In prior years, negative goodwill arising on acquisitions was credited to the capital reserve in
the year of acquisition. The Group has adopted the transitional provision of SSAP 30 that
permits negative goodwill on acquisitions which occurred prior to 1 January 2001, to remain
credited to the capital reserve. Negative goodwill on subsequent acquisitions is treated according

to the new accounting policy above.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Negative goodwill (cont’d)

On disposal of subsidiaries or associates, the gain or loss on disposal is calculated by reference
to the net assets at the date of disposal, including the attributable amount of negative goodwill
which has not been recognised in the consolidated profit and loss account and any relevant
reserves as appropriate. Any attributable negative goodwill previously credited to the capital
reserve at the time of acquisition is written back and included in the calculation of the gain or

loss on disposal.

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control
the other party, 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. Related parties may be individuals or corporate entities.

Impairment of assets

An assessment is made at each balance sheet date of whether there is any indication of
impairment of any asset, or whether there is any indication that an impairment loss previously
recognised for an asset in prior years may no longer exist or may have decreased. If any such
indication exists, the asset’s recoverable amount is estimated. An asset’s recoverable amount is

calculated as the higher of the asset’s value in use or its net selling price.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. An impairment loss is charged to the profit and loss account in the period in which it

arises.

A previously recognised impairment loss is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset, however not to an amount
higher than the carrying amount that would have been determined (net of any depreciation/

amortisation), had no impairment loss been recognised for the asset in prior years.

A reversal of an impairment loss is credited to the profit and loss account in the period in which

it arises.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Reusable packaging materials

Reusable packaging materials currently in use are stated at cost less accumulated amortisation
and any impairment losses. Amortisation is charged to the profit and loss account on the

straight-line basis over a period of three years.

Fixed assets and depreciation

Fixed assets, other than construction in progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditure incurred after fixed assets have been put into operation, such as repairs and
maintenance and overhaul costs, is normally charged to the profit and loss account in the period
in which it is incurred. In situations where it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic benefits expected to be obtained from the use

of the fixed asset, the expenditure is capitalised as an additional cost of that asset.

Depreciation is calculated on the straight-line basis to write off the cost of each asset over its
estimated useful life, after taking into account its estimated residual value. The principal annual

rates used for this purpose are as follows:

Leasehold land in Mainland China Over the shorter of the lease terms or the life of the

joint ventures

Buildings 4.5% - 20%
Plant, machinery and equipment 4.5% - 20%
Furniture and fixtures 18% - 20%
Motor vehicles 18% — 20%

The gain or loss on disposal or retirement of a fixed asset recognised in the profit and loss
account, is the difference between the net sales proceeds and the carrying amount of the

relevant asset.

Construction in progress represents buildings, machinery and equipment under construction and
is stated at cost less any impairment losses, and is not depreciated. Cost comprises direct costs
of construction and capitalised borrowing costs on related borrowed funds during the period of
construction, installation and testing. Construction in progress is reclassified to the appropriate

category of fixed assets when completed and ready for use.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Investment securities

Investment securities are non-trading investments in unlisted equity securities intended to be held
on a long term basis, which are stated at cost less any impairment losses on an individual

investment basis.

When impairments in values have occurred, the carrying amounts of the securities are reduced
to their fair values, as estimated by the directors, and the amounts of the impairments are
charged to the profit and loss account for the period in which they arise. When the circumstances
and events which led to the impairments in values cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the foreseeable future, the
amounts of the impairments previously charged are credited to the profit and loss account to the

extent of the amounts previously charged.

Inventories

Inventories are stated at the lower of cost and net realisable value after making due allowance
for obsolete or slow-moving items. Cost is determined on the weighted average basis and, in the
case of work in progress and finished goods, comprises direct materials, direct labour and an

appropriate proportion of production overheads.

Net realisable value is based on estimated selling prices less any estimated costs to be incurred

to completion and disposal.

Deferred tax

Deferred tax is provided, using the liability method, on all significant timing differences to the
extent it is probable that the liability will crystallise in the foreseeable future. A deferred tax
asset is not recognised until its realisation is assured beyond reasonable doubt.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and

when the revenue can be measured reliably, on the following bases:

(a)  from the sale of goods, when the significant risks and rewards of ownership have been
transferred to the buyer, provided that the Group maintains neither managerial involvement
to the degree usually associated with ownership, nor effective control over the goods

sold;
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Revenue recognition (cont’d)

(b)  income from the operation of restaurants, pubs and other related services, based on the

period in which such services are rendered;

(c)  interest income, on a time proportion basis taking into account the principal outstanding

and the effective interest rate applicable;

(d)  value-added tax refund, when the right to receive the refund has been established; and
(e)  dividends and investment income, when the right to receive payment has been established.
Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained
earnings within capital and reserves in the balance sheet, until they have been approved by the
shareholders in a general meeting. When these dividends have been approved by the shareholders

and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared, because the Company’s memorandum
and articles of association grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a liability when they are proposed

and declared.

In previous years, the Company recognised its proposed final dividend to shareholders, which
was declared and approved after the balance sheet date, as a liability in its balance sheet. The
revised accounting treatments for dividends resulting from the adoption of SSAP 9 (Revised) have
given rise to prior year adjustments in both the Group’s and the Company’s financial statements,

further details of which are included in note 12 to the financial statements.
Foreign currencies

Foreign currency transactions are recorded at the applicable rates of exchange ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are translated at the applicable rates of exchange ruling at that date.

Exchange differences are dealt with in the profit and loss account.

On consolidation, the financial statements of subsidiaries and the associate operating in Mainland
China are translated into Hong Kong dollars at the applicable rates of exchange ruling at the
balance sheet date. All translation differences arising on consolidation are included in the

exchange fluctuation reserve.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor
are accounted for as operating leases. Where the Group is the lessor, assets leased by the
Group under operating leases are included in non-current assets and rentals receivable under
the operating leases are credited to the profit and loss account on the straight-line basis over the
lease terms. Where the Group is the lessee, rentals payable under the operating leases are

charged to the profit and loss account on the straight-line basis over the lease terms.
Retirement benefits scheme

The Company and certain of its subsidiaries operate a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to participate in the MPF Scheme. The MPF
Scheme has operated since 1 December 2000. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to the profit and loss account as they become
payable in accordance with the rules of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an independently administered fund. The Group’s
employer contributions vest fully with the employees when contributed into the MPF Scheme
except for the Group’s employer voluntary contributions, which are refunded to the Group when
the employee leaves employment prior to the contributions vesting fully, in accordance with the
rules of the MPF Scheme.

Prior to the MPF Scheme being effective, the Company and certain of its subsidiaries operated a
defined contribution retirement benefits scheme (the “Prior Scheme”) for those employees who
were eligible to participate in this scheme. This Prior Scheme operated in a similar way to the
MPF Scheme, except that when an employee left the Prior Scheme before his/her interest in the
Group's employer contributions vested fully, the contributions payable by the Group were reduced
by the relevant amount of forfeited employer’s contributions. With effect from 1 December 2000,
the Group froze the Prior Scheme and ceased to make contributions to it. The Group’s employer
voluntary contributions are refunded to the Group when the employee leaves employment prior

to the contributions vesting fully in accordance with the rules for the Prior Scheme.

The employees of the Group’s certain subsidiaries which operate in Mainland China are mandatory
to participate in local pension scheme (“LPS”) operated by the local municipal government.
These subsidiaries are required to contribute 8% of their payroll costs to the LPS. Contributions
under the LPS are charged to the profit and loss account as they become payable in accordance
with the rules of the LPS.

Guangdong Brewery Holdings Limited

51



52

NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Cash equivalents

Cash equivalents represent short term highly liquid investments which are readily convertible into
known amounts of cash and which were within three months of maturity when acquired, less

advances from banks repayable within three months from the date of the advance.

SEGMENT INFORMATION

SSAP 26 was adopted during the year, as detailed in note 2 to the financial statements.
Segment information is presented by way of two segment formats: (i) on a primary segment
reporting basis, by geographical segment; and (ii) on a secondary segment reporting basis, by

business segment.

The Group’s operating businesses are structured and managed separately, according to the
location of customers. Each of the Group’s geographical segments represents a strategic
geographical unit that offers products and services which are subject to risks and returns that
are different from those of other geographical segments. Summary details of the geographical

segments are as follows:

(a)  The Hong Kong segment engages in distribution and sale of beer;

(b)  The Mainland China segment engages in production, distribution and sale of beer, and

operation of restaurants, pubs and other related services; and

(c) The corporate segment engages in providing corporate services to the Hong Kong segment

and the Mainland China segment in Hong Kong.

In determining the Group's business segments, revenues and results are attributed to the segments

based on the nature of their operations and the products and services they provide.

Intersegment transactions mainly represent sale of beer by the Mainland China segment which

was made on the bases determined within the Group.
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NOTES TO FINANCIAL STATEMENTS (cont’d)

31 December 2001

(a)

SEGMENT INFORMATION (cont’d)

Geographical segments

The following tables present revenue, profit and certain asset, liability and expenditure information

for the Group’s geographical segments.

Group

Segment revenue:
Sales fo external
customers
Infersegment sales
Other revenue

Mainland China

2000
HK$'000

995,802
5,041
50,174

(10,262)

Eliminations
2001 2000 2001
HK$’000 HK$'000  HK$’000

- 543,922
(5,041 -
- 42,280

Consolidated

2000

HK$'000

613,892

50,174

Total

651,017

(10,262)

(5,041) 586,202

664,066

Segment results

90,301

- 68,788

Interest income
Unallocated expense

Profit from
operating activities

Finance costs

Share of loss of an
associate

Profit before tax

Tax

Profit before
minority inferests
Minority interests

Net profit from
ordinary acivities
attributable fo
shareholders

(14,496

1,600

70,388

(7,857)

- (13,420)

49,107

(12,067)

37,040

(2,606)

79,602

3,698
(10,135)

73,165

(30,483

(14,49

28,186

(19,042

9,144
1,098
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NOTES TO FINANCIAL STATEMENTS (cont’d)

31 December 2001

4. SEGMENT INFORMATION (cont’d)

(a) Geographical segments (cont’d)

Group (cont’d)

Mainland China
2001 2000
HK$’000  HK$'000
Segment assets 1,294,429 1,490,891
Inferest in an
associate 42,997 62,079
Investment securities
Unallocated assefs
Total assefs
Segment liabilities 199,855 154,455
Unallocated liabilities
Total liabilities
Other segment
information:
Depreciation and
amortisation 123,144 126,764
Impairment losses
recognised in the
profit and loss
account 5,600 32,367
Unallocated amounts
Other non-cash
expenses 1,659 10,283
Capital expenditure 9,746 27,014

Hong Kong
2001 2000
HKS’000  HK$'000
10,709 5,188
2117 1,615
= 15
1,014 -

Corporate
2001 2000
HK$'000  HK$'000
8,792 42,703
8,994 9,710
218 804
54 625

Eliminations
2001 2000
HK$’000  HK$'000
877)  [1243)
(877)  [1,243)

Consolidated

2001
HK$7000

1,313,053

42,997
4,611

1,360,661

123,362

5,600

5,600

2,673
9,800

2000
HK$'000

1,937,539
62,079

4611
1,700

1,605,929

164,537
322,071

486,608

127,583

32,367
10,135

42,502

10,283
27,639

(b) Business segments

During the year, the Group was engaged in the production, distribution and sale of beer, and

the operation of restaurants, pubs and other related services. As the operation of restaurants,

pubs and other related services contributed for less than 10% of the total revenue, the segment

results and the total assets of all segments, the business segment information is not presented.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

5. TURNOVER AND REVENUE
Turnover represents the invoiced value of goods sold, net of discounts, returns, value-added tax
and consumption tax; and income earned from the operation of restaurants, pubs and other

related services, net of business tax, after elimination of all significant intra-group transactions.

Revenue from the following activities has been included in turnover:

Group
2001 2000
HK$’000 HK$°000
Sale of goods 536,603 603,278
Operation of restaurants, pubs and other
related services 7,319 10,614
543,922 613,892

6. PROFIT FROM OPERATING ACTIVITIES

The Group's profit from operating activities is arrived at after charging/(crediting):

2001 2000
HK$’000 HK$°000
Cost of inventories sold 332,691 386,172
Depreciation 111,839 112,361
Minimum lease payments under operating leases
in respect of land and buildings 875 1,992
Staff costs (excluding directors’ remuneration — note 8):
Woages and salaries 40,593 49,517
Pension conftributions 4,994 3,723
Less: forfeited contributions* - -
Net pension contributions 4,994 3,723
45,587 53,240
Impairment of investment securities - 1,000
Amortisation of reusable packaging materials 11,523 15,222
Auditors’ remuneration 937 1,062
Losses/(gains) on disposal of fixed assets, net (136) 112
Exchange losses/(gains), net** 217 (12,234)
Interest income (1,600) (3,698)
Value-added tax exemption** * (37,670) (38,489)
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

6. PROFIT FROM OPERATING ACTIVITIES (cont’d)

* At 31 December 2001, the Group had no forfeited contributions available to reduce contributions to
the pension scheme in future years (2000: Nil).

*x Included in exchange gains for the year ended 31 December 2000 was an amount of HK$10,937,000
arising from the closing rate translation of DEM loans due to GDI, which were fully repaid during the
year.

***  The amount represents the exemption of net output value-added tax on those beer products that are
both produced and sold in Shenzhen entitled by Shenzhen Kingway Brewery Co., Ltd.

7. FINANCE COSTS

Group
2001 2000
HK$’000 HK$'000
Interest on:
Bank loans 6,120 14,754
Other loans wholly repayable within five years 1,737 15,729
7,857 30,483

8. DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to the Listing Rules and Section 161 of the Hong

Kong Companies Ordinance is as follows:

Group
2001 2000
HK$’000 HK$’000
Fees:

Non-executive 90 90
Executive 28 11

Other emoluments:
Salaries, allowances and benefits in kind 512 1,499
Bonuses paid and payable 271 32
Pension scheme contributions 27 49
Less: forfeited contributions - =
928 1,681
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

DIRECTORS’ REMUNERATION (cont’d)

Fees include HK$90,000 (2000: HK$90,000) payable to the independent non-executive directors.
There were no other emoluments payable to the independent non-executive directors during the
year (2000: Nil).

The remuneration of all ten (2000: all sixteen) directors fell within the band of “Not more than
HK$1,000,000” for the year ended 31 December 2001.

There was no arrangement under which a director waived or agreed to waive any remuneration

during the year.

During the year, 17,000,000 options to acquire ordinary shares in the Company were granted
to certain directors. 17,000,000 options shall be exercised from 11 April 2002 to 10 April
2007 (both dates inclusive) to subscribe for 17,000,000 ordinary shares at a price of HK$0.383

per ordinary share.

Further details of the share option scheme are set out under the heading “Share Options of the
Company, its Subsidiaries and Associated Corporation” in the Report of the Directors on pages
25 to 31. No value in respect of the above share options granted has been charged to the profit

and loss account for the year ended 31 December 2001.
FIVE HIGHEST PAID INDIVIDUALS
The five highest paid individuals of the Group included two (2000: two) directors, details of

whose remuneration are set out in note 8 to the financial statements. Details of the remuneration

of the remaining three (2000: three) non-director, highest paid employees are as follows:

Group
2001 2000
HK$’000 HK$’000
Salaries, allowances and benefits in kind 962 1,113
Bonuses paid and payable 124 82
Pension scheme contributions 52 44
1,138 1,239

The remuneration of the above three (2000: three) non-director, highest paid employees all fell

within the band of “Not more than HK$1,000,000” for the year ended 31 December 2001.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

10.

FIVE HIGHEST PAID INDIVIDUALS (cont’d)

During the year, 400,000 options to acquire ordinary shares in the Company were granted to
two of the above three non-director, highest paid employees in respect of their services to the
Group. 400,000 options shall be exercised from 11 April 2002 to 10 April 2007 (both dates
inclusive) to subscribe for 400,000 ordinary shares at a price of HK$0.383 per ordinary share.

Further details of the share option scheme are included in the disclosures set out under the
heading “Share Options of the Company, its Subsidiaries and Associated Corporation” in the
Report of the Directors on pages 25 to 31. No value in respect of the above share options

granted has been charged to the profit and loss account for the year ended 31 December 2001.

TAX
2001 2000
HK$’000 HK$°000
Company and subsidiaries:
Hong Kong 1,301 198
Mainland China 10,766 18,844
12,067 19,042
Associate:
Mainland China - -
Tax charge for the year 12,067 19,042

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated

assessable profits arising in Hong Kong during the year.

Tax on assessable profits of subsidiaries of the Company in Mainland China has been calculated
at the rates of tax applicable to those subsidiaries based on existing legislation, interpretations

and practices in respect thereof.

At the balance sheet date, the Group and the Company had no material unprovided deferred
tax liabilities (2000: Nil).
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

12.

NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS

The net loss from ordinary activities attributable to shareholders for the year ended 31 December
2001 dealt with in the financial statements of the Company is HK$37,595,000 (2000:
HK$25,123,000).

2001 2000
HK$’000 HK$°000
Profit/(loss) for the year attributable to:
Company and subsidiaries 47,858 24,738
Associate (13,424) (14,496)
34,434 10,242
DIVIDEND
2001 2000
HK$’000 HK$°000
Proposed final dividend
- 1.0 (2000: 1.0) HK cent per share 12,500 12,500

The proposed final dividend for the year is subject to the approval of the Company’s shareholders

at the forthcoming annual general meeting.

During the year, the Group adopted the revised SSAP 9 “Events after the balance sheet date”,
as detailed in note 2 to the financial statements. To comply with this revised SSAP, a prior year
adjustment has been made to reclassify the proposed final dividend for the year ended 31
December 2000 of HK$12,500,000, which was recognised as a current liability at the prior
year end, to the proposed final dividend reserve account within the capital and reserves section
of the balance sheet. The result of this has been to reduce both the Group’s and the Company’s
current liabilities and increase the reserves previously reported as at 31 December 2000, by
HK$12,500,000.

The effect of this change in accounting policy as at 31 December 2001 is that the current year’s
proposed final dividend of HK$12,500,000 has been included in the proposed final dividend
reserve account within the capital and reserves section of the balance sheet at that date,
whereas in previous years it would have been recognised as a current liability at the balance

sheet date.
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NOTES TO FINANCIAL STATEMENTS (cont’d)

31 December 2001

13. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the net profit attributable to
shareholders for the year of HK$34,434,000 (2000: HK$10,242,000) and on the weighted
average number of 1,250,000,000 (2000: 1,250,000,000) shares in issue during the year.

Diluted earnings per share for the two years ended 31 December 2001 and 2000 reflecting the

exercise of all outstanding share options is not presented because the impact is anti-dilutive.

14. FIXED ASSETS

Group

Cost:
At beginning of year
Additions
Disposals
Reclassifications

Exchange adjustments

At 31 December 2001

Accumulated depreciation:
At beginning of year
Provided during the year
Disposals

Exchange adjustments

At 31 December 2001

Net book value:

At 31 December 2001

At 31 December 2000

Plant,
machinery Furniture
Land and and and Motor Construction
buildings  equipment fixtures vehicles in progress Total
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
439,575 1,206,761 6,716 43,474 19,499 1,716,025
- 1,038 54 1,161 2,067 4,320
(406) - (1,236) (1,480) - (3,122)
- 5,871 - - (5,871 -
(264) 737) (3) (26) (12) (1,042)
438,905 1,212,933 5,531 43,129 15,683 1,716,181
72,418 398,350 3,412 20,057 - 494,237
19,621 84,764 399 7,055 - 111,839
- - (1,136) (1,169 - (2,305)
(43) (243) 2) (12) - (300)
91,996 482,871 2,673 25,931 - 603,471
346,909 730,062 2,858 17,198 15,683 1,112,710
367,157 808,411 3,304 23,417 19,499 1,221,788
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

14. FIXED ASSETS (cont’d)

Company

Cost:
At beginning of year
Additions

Disposals
At 31 December 2001

Accumulated depreciation:
At beginning of year
Provided during the year

Disposals
At 31 December 2001

Net book value:
At 31 December 2001

At 31 December 2000

Furniture
and fixtures
HK$'000

983
54
(121)

916

247
218
(77)

388

528

736

As at 31 December 2001, the net book value of the Group’s leasehold land and buildings is

analysed as follows:

2001 2000

HK$’000 HK$’000

Long term leases in Mainland China 32,990 33,228
Medium term leases in Mainland China 313,919 333,929
346,909 367,157
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

15.

INTERESTS IN SUBSIDIARIES

Company
2001 2000
HK$’000 HK$'000
Unlisted shares/investments, at cost 261,816 261,816
Due from subsidiaries 857,896 874,515
Due to subsidiaries (52,573) -
1,067,139 1,136,331
Provision for amounts due from subsidiaries (80,300) (37,275)
986,839 1,099,056

The balances with subsidiaries are unsecured and not repayable within one year from the
balance sheet date. Except for the amounts due from Shenzhen Kingway Brewery Co. Ltd.
(“Shenzhen Brewery”) and Shenzhen Kingway Brewing Co. Ltd. (“Shenzhen Brewing”) which
are interest-bearing, the details of which are set out in notes 31(v) and 31(vi) to the financial
statements; and the amount due from Morefit Limited, a wholly-owned subsidiary, of
HK$272,779,000 which bears interest at 6 months’ London InterBank Offered Rate (“LIBOR”)
plus 0.75% per annum (2000: HK$273,669,000 which bears interest ranging from é months’
Frankfurt Interbank Offered Rate (“FIBOR”) plus 0.65% to 6 months’ LIBOR plus 0.65% per

annum), the remaining balances are interest-free.

As detailed in note 3 to the financial statements, the Group has adopted the transitional provision
of SSAP 30 which permits goodwill of HK$131,099,000 and negative goodwill of
HK$41,969,000 in respect of acquisitions which occurred prior to 1 January 2001, to remain

eliminated against reserves or credited to the capital reserve, respectively.

During the year, the Group had no goodwill or negative goodwill arising from the acquisition of

subsidiaries.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

15. INTERESTS IN SUBSIDIARIES (cont’d)
Particulars of the subsidiaries at the balance sheet date were as follows:

Percentage of

Place of Issued and attributable
incorporation/ fully paid equity interest
registration share capital/ held by
Company and operations registered capital Company  Group  Principal activities
Baligold Developments British Ordinary 100% 100%  Investment holding
Limited Virgin Islands Us$1
Central China (Asia) Hong Kong Ordinary - 100%  Investment holding
Investment Limited HK$10,000
Crown Right Development Hong Kong Ordinary 100% 100%  Investment holding
Limited HK$2
Ease Court Investment Hong Kong Ordinary - 100%  Investment holding
Limited HK$100
Non-voting

deferred HK$2

Guangdong Brewery Hong Kong Ordinary 100% 100%  Nominee services
[Nominees) Limited HK$2
Guangdong Kingway Hong Kong Ordinary 100% 100%  Sale and marketing
Sales Limited HK$2 of beer
Harbour Bright Hong Kong Ordinary - 100%  Investment holding
Enferprises Limited HK$100
Non-voting

deferred HK$2

Helmuth Enterprises Brifish Ordinary - 100%  Investment holding
Limited Virgin Islands Us$1

Morefit Limited British Ordinary - 100%  Investment holding
Virgin Islands Us$1
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

15.

16.

INTERESTS IN SUBSIDIARIES (cont’d)

Percentage of

Place of Issued and attributable
incorporation/ fully paid equity interest
registration share capital/ held by
Company and operations registered capital Company  Group  Principal activities
Mountain View British Ordinary 100% 100%  Investment holding
Developments Virgin Islands Us$1
Limited
Shenzhen Kingway Mainland US$50,000,000 = 95% Production, distribution
Brewery Co., Ltd.* China and sale of beer and
investment holding
Shenzhen Kingway Mainland US$12,000,000 = 87% Production, distribution
Brewing Co., ltd.* China and sale of beer
Shenzhen Kingway Mainland US$12,000,000 - 87% Provision of bottling and
Packaging Co., Ltd.* China packaging services
Shenzhen Kingway Mainland US$12,000,000 = 87% Provision of utilities
Utility Co., Ltd.* China services
* These subsidiaries are established as Sino-foreign equity joint venture companies.

INTEREST IN AN ASSOCIATE

Group
2001 2000
HK$’000 HK$°000
Share of net assets 80,964 94,446
Provision for impairment (37,967) (32,367)
42,997 62,079

The Group’s share of the post-acquisition accumulated deficits, other than the exchange fluctuation

reserve, of the associate at 31 December 2001 was HK$34,923,000 (2000: HK$21,499,000).
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

16.

17.

INTEREST IN AN ASSOCIATE (cont’d)

The Group's share of the post-acquisition exchange fluctuation reserve surplus of the associate at

31 December 2001 was HK$948,000 (2000: HK$1,006,000).

As detailed in note 3 to the financial statements, the Group has adopted the transitional provision
of SSAP 30 which permits goodwill and negative goodwill in respect of acquisitions which
occurred prior to 1 January 2001, to remain eliminated against reserves or credited to the

capital reserve, respectively.

In prior year, impairment of goodwill arising from acquisition of the associate previously dealt

with in reserves amounting to HK$9,135,000 was charged to the profit and loss account.

During the year, the Group had no goodwill or negative goodwill arising from the acquisition of

associate.

Particulars of the associate are as follows:

Percentage of

Place of ownership interest

Business registration attributable
Company structure  and operation to the Group Principal activities
2001 2000
Shandong Huazhong Corporate Mainland 50% 50% Production, distribution and
Amber Brewery Co., Lid. China sale of beer

INVESTMENT SECURITIES

Group and Company

2001 2000
HK$’000 HK$'000
Unlisted equity investment, at cost 5,611 5,611
Provision for impairment (1,000) (1,000)
4,611 4,611

The balance represents investment in a company which was established in Mainland China and

is engaged in the distribution and sale of wine and beer in Mainland China.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

18.

19.

LOAN TO A DIRECTOR

A loan to a director, the particulars of which disclosed pursuant to Section 161B of the Hong

Kong Companies Ordinance are as follows:

Group

Maximum

outstanding
31 December during 1 January
Name of Director 2001 the year 2001
HK$’000 HK$'000 HK$°000
Chau Kam Wing, Donald - 1,700 1,700
Portion classified as current assets - (571)
Long term portion - 1,649

The loan granted to the director was secured by a residential property situated in Hong Kong,
bore interest at Hong Kong best lending rate less 3% per annum and was fully repaid during the

year.

The purpose of the advance was to facilitate the purchase of the residential premises for Mr.

Chau Kam Wing, Donald’s main residence.

INVENTORIES
Group

2001 2000
HK$’000 HK$°000
Raw materials 13,611 6,140
Spare parts and consumables 28,874 32,093
Packaging materials 17,946 14,926
Work in progress 10,625 12,610
Finished goods 5,796 13,443
76,852 79,212

At 31 December 2001 and 2000, all of the inventories were carried at cost.
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NOTES TO FINANCIAL STATEMENTS (cont’d)

31 December 2001

20.

21.

TRADE RECEIVABLES

The Group’s trading terms with customers are either on cash basis or on credit. For those

customers who trade on credit, invoices are normally payable within 30-180 days of issuance.

Credit limits are set for customers. The Group seeks to maintain tight control over its outstanding

receivables in order to minimise credit risk. Overdue balances are regularly reviewed by senior

management.

The ageing analysis of trade receivables based on payment due date, net of provisions, is as

follows:

Within 3 months
More than 3 months and less than 6 months
More than é months and less than 1 year

More than 1 year

INTEREST-BEARING BANK LOANS, UNSECURED

The maturities of the bank loans are as follows:

Repayable:
Within one year or on demand

In the second year

Portion classified as current liabilities

Long term portion

Group
2001 2000
HK$’000 HK$'000
34,564 16,851
705 18,574
2,045 2,057
13 207
37,327 37,689
Group
2001 2000
HK$’000 HK$'000
- 94,277
- 65,994
- 160,271
- (94,277)
- 65,994
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

22. TRADE PAYABLES

The ageing analysis of trade payables based on invoice date is as follows:

Group
2001 2000
HKS$’000 HK$’000
Within 3 months 29,814 30,012
More than 3 months and less than 6 months 1,324 2,237
More than 6 months and less than 1 year 245 4,219
More than 1 year 4,572 58
35,955 36,526

23. DUE TO IMMEDIATE HOLDING COMPANY

The maturities of the amounts due to immediate holding company are as follows:

Group and Company

2001 2000
HK$’000 HK$°000

Repayable:
Within one year or with no fixed terms of repayment - 25,325
In the second to fifth years, inclusive - 72,531
- 97,856
Portion classified as current liabilities - (25,325)
Long term portion - 72,531

The amounts due to immediate holding company were unsecured and fully repaid during the

year. Of the total amounts at 31 December 2000, HK$67,434,000 and HK$29,274,000 bore
interest at 6 months’ LIBOR plus 0.65% per annum and é months’ FIBOR plus 0.65% per annum,

respectively. The remaining balance was interest-free.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

24,

25.

DUE TO MINORITY EQUITYHOLDERS OF SUBSIDIARIES

The amounts due to the minority equityholders of subsidiaries are unsecured, interest-free and
not repayable within one year. As at 31 December 2000, HK$60,732,000 of the total amounts
bore interest at long term lending rate per annum announced by People’s Bank of China and

were repaid or became interest-free during the year.

ISSUED CAPITAL

Company
2001 2000
HKS$’000 HK$’000
Authorised:
2,000,000,000 shares of HK$0.10 each 200,000 200,000
Issued and fully paid:
1,250,000,000 shares of HK$0.10 each 125,000 125,000

There were no changes in the carrying amount or the number of ordinary shares of the Company

for the two years ended 31 December 2000 and 2001.
Share options

The Company operates a share option scheme (the “Scheme”), further details of which are set
out under the heading “Share Options of the Company, its Subsidiaries and Associated
Corporation” in the Report of the Directors on pages 25 to 31.

At the beginning of the year, there were 9,450,000 options outstanding under the Scheme,
which entitled the holders to subscribe for shares of the Company at any time during periods
ranging from 20 February 1998 to 19 February 2003. The subscription price payable upon the

exercise of these options was HK$2.1 per share, subject to adjustment.

During the year, the Company granted a total of 22,400,000 share options under the Scheme at
nil consideration. The share options granted entitle the holders to subscribe for shares of the
Company at any time during periods ranging from 11 April 2002 to 10 April 2007. The
subscription price per share payable upon the exercise of these options was HK$0.383, subject

to adjustment.
During the year, 5,600,000 options were cancelled upon the resignation of certain directors

and employees and no option is exercised by the directors and/or employees of the Company

and its subsidiaries.
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NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

25.

26.

ISSUED CAPITAL (cont’d)

Share options (cont’d)

At the balance sheet date, the Company had 26,250,000 share options outstanding under the

Scheme, with exercise periods ranging from 20 February 1998 to 10 April 2007 and exercise

prices ranging from HK$0.383 to HK$2.1 per share. The exercise in full of the remaining share

options would, under the present capital structure of the Company, result in the issue of
26,250,000 additional shares of HK$0.1 each and proceeds, before the related issue expenses,
of approximately HK$16,664,000.

RESERVES
Group
Exchange  Enterprise
Share Capital  fluctuation development Reserve Retained
premium reserve*  reserve fund# fund# profits Total
HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
[Note)
At T January 2000 739,583 41,969 2,409 216 15,246 141,318 940,741
Net profit for the year - - - - - 10,242 10,242
Proposed final 2000 dividend - - - - - (12,500) (12,500)
Impairment of goodwill arising
from acquisition of associate = 9,135 = = = = 9,135
Exchange adjustments - - 2,337 - - - 2,337
At 31 December 2000 and
1 January 2001 739,583 51,104 4,746 216 15,246 139,060 949,955

Net profit for the year - - - - - 34,434 34,434
Proposed final 2001 dividend - - - - - (12,500) (12,500)
Exchange adjustments - - (339) - - - (339)
At 31 December 2001 739,583 51,104 4,407 216 15,246 160,994 971,550
# Pursuant to the relevant laws and regulations for Sino-foreign joint venture enterprises, a portion of

the profits of a Company’s subsidiary operating in Mainland China has been transferred to the
reserve fund and the enterprise development fund which are restricted as to use. The amounts
transferred from the retained profits are determined by the board of directors of that subsidiary.
These funds are not available for distribution.

The amounts of goodwill and negative goodwill remaining in reserves, arising from the acquisitions

of subsidiaries and an associate, are HK$131,099,000 and HK$41,969,000, respectively, as at 1
January and 31 December 2001. The amount of goodwill is stated at the cost of HK$ 140,234,000
less impairment of HK$9, 135,000 which arose in prior years.

Guangdong Brewery Holdings Limited



NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

26. RESERVES (cont’d)

Company
Share Capital Retained
premium reserve profits Total
HK$'000 HK$'000 HK$’000 HK$’000
(Note)

At 1 January 2000 739,583 140,234 152,366 1,032,183
Net loss for the year = = (25,123) (25,123)
Proposed final 2000 dividend - - (12,500) (12,500)

At 31 December 2000
and 1 January 2001 739,583 140,234 114,743 994,560
Net loss for the year = = (37,595) (37,595)
Proposed final 2001 dividend - - (12,500) (12,500)
At 31 December 2001 739,583 140,234 64,648 944,465

Note: On 23 April 1998, a special resolution was passed in a special general meeting of the Company for
a reduction of its share premium account in the amount of HK$140,234,000 for the purpose of
transferring such amount to the credit of the capital reserve account against goodwill arising on the
acquisitions of subsidiaries and an associate.

Guangdong Brewery Holdings Limited

71



NOTES TO FINANCIAL STATEMENTS (cont’d)
31 December 2001

27.

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(a)

(b)

Reconciliation of profit from operating activities to net cash inflow from

operating activities

2001 2000
HK$’000 HK$'000
Profit from operating activities 70,388 73,165
Interest income (1,600) (3,698)
Depreciation 111,839 112,361
Amortisation of reusable packaging materials 11,523 15,222
Losses/(gains) on disposal of fixed assets, net (136) 112
Impairment of investment securities - 1,000
Impairment investment in an associate 5,600 32,367
Impairment of goodwill arising from an acquisition
of an associate - 9,135
Decrease/(increase) in trade receivables 343 (4,647)
Decrease in prepayments, deposits and other
receivables 5,156 4,102
Decrease in inventories 2,360 19,172
Decrease in loan to a director 1,700 51
Increase/(decrease) in trade payables (549) 19,459
Increase/(decrease) in other payables and accruals 9,131 (29,183)
Increase/(decrease) in VAT payable (11,991) 5,460
Increase in amount due to a fellow subsidiary 4,963 970
Net cash inflow from operating activities 208,727 255,048

Analysis of changes in financing activities during the year

Minority interests

2001 2000

HK$’000 HK$'000

At 1 January 31,866 37,849
Share of profit/(loss) for the year 2,606 (1,098)
Dividend payable to minority equityholder - (4,714)
Exchange adjustments 24 (177)
At 31 December 34,496 31,866
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27.

NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (cont’d)
(b) Analysis of changes in financing activities during the year (cont’d)

Interest-bearing
bank loans

2001 2000

HK$’000 HK$°000

At 1 January 160,271 277,074

Net cash outflow from financing activities (160,174) (108,455)
Repayment of interest-bearing bank loans with
maturity less than three months from the date

of the advance - (9,392)

Exchange adjustments (97) 1,044

At 31 December - 160,271

Due to the immediate
holding company

2001 2000

HKS$’000 HK$'000

At 1 January 97,856 221,303
Net cash outflow from financing activities (97,856) (124,178)
Interest payable - 731
At 31 December - 97,856

Due to minority
equityholders of

subsidiaries

2001 2000

HK$’000 HK$'000

At 1 January 103,335 103,995
Net cash outflow from financing activities (8,707) (4,714)
Interest charged during the year 391 4,133
Dividend paid to minority equityholder (4,304) (5,185)
Dividend payable to minority equityholder - 4,714
Interest paid to minority equityholder (2,470) -
Exchange adjustments (64) 392
At 31 December 88,181 103,335
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28.

OPERATING LEASE ARRANGEMENTS

SSAP 14 (Revised) requires lessees under operating leases to disclose the total future minimum
operating lease payments, rather than only the payments to be made during the next year as
was previously required. Since the Group has applied this SSAP prospectively, accordingly, the
prior year comparative amounts for operating leases have not been restated to accord with the

current year’s presentation.

The Group leases certain of its office properties under operating lease arrangements. Leases for

properties are negotiated for terms ranging from one to two years.

At 31 December 2001, the total future minimum lease payments under non-cancellable operating

leases, in respect of land and buildings, falling due were as follow:

Group Company
HK$°000 HK$°000
Within one year 596 355

As at 31 December 2000, the annual commitments payable in the following year under non-

cancellable operating leases in respect of land and buildings expiring:

Group Company

HK$°000 HK$'000

Within one year 456 -
In the second to fifth years, inclusive 532 532
988 532
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29.

30.

31.

COMMITMENTS

In addition to the operating lease commitments detailed in note 28 to the financial statements,

the Group and the Company had the following commitments at the balance sheet date:

Group Company
2001 2000 2001 2000
HK$’000 HK$'000 HK$’000 HK$'000
Capital commitments in respect
of property, plant and
equipment:
Contracted for 1,112 1,480 - -

CONTINGENT LIABILITIES

As at 31 December 2001, neither the Group, nor the Company had significant contingent
liabilities. As at 31 December 2000, contingent liabilities of the Company in respect of guarantees

given to banks to secure banking facilities granted and utilised by the Group’s non-wholly-owned
subsidiaries amounted to HK$28,283,000.

CONNECTED AND RELATED PARTY TRANSACTIONS

Listed below are connected transactions disclosed in accordance with the Listing Rules and

related party transactions disclosed in accordance with SSAP 20 “Related Party Disclosures”.

The transactions referred to in items (i), (ii), (iii) and (viii) below constitute related party transactions
and those referred to in items (i) to (vii) below constitute connected transactions disclosed under

the Listing Rules.

(i) During the year, the Group purchased malt from Guangzhou Malting Co., Ltd (“GMCL")
which is a 51.6% owned subsidiary of GDI, on what the directors believe to be terms
similar to those offered to other customers unrelated to GDI. For the year ended 31
December 2001, the aggregate amount of malt purchased by the Group was
RMB58,674,000 (2000: RMB37,609,000). The balance due to GMCL is unsecured,

interest-free and has no fixed terms of repayment.
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31.

CONNECTED AND RELATED PARTY TRANSACTIONS (cont’d)

(ii)

(iii)

(iv)

The Company entered into a tenancy agreement on 2 February 2001 with Bateson
Developments Limited (“BDT”), a wholly-owned subsidiary of GDI, whereby the Company
agreed to lease a leasehold property (the “Property”) owned by BDT as office premises at
a monthly rental of HK$44,370 for a term of two years commencing from 1 September
2000 and expiring on 31 August 2002, with an option on the Company’s part to renew
for a further two years at the then prevailing open market rent to be agreed between the

two parties.

As at 31 December 2000, there were loan advances made by GDI in the aggregate
amount of HK$96,708,000. The loans were used to finance the construction of a plant
and purchases of machinery and equipment for the Group’s operations. The balances
were unsecured, bore interest ranging from 6 months’ FIBOR plus 0.65% to é months’
LIBOR plus 0.65% per annum. During the year, the loan advances were fully repaid. The
interest expenses arising during the year on the aforementioned loans were HK$ 1,346,000
(2000: HK$11,596,000).

As at 31 December 2001, there were advances made by the Group’s wholly-owned
subsidiary, Morefit Limited, to the Group’s non-wholly-owned subsidiary, Shenzhen Brewing,
in which the Group holds 87% equity interest, in the aggregate amount of HK$274,195,000
(2000: HK$193,373,000). The loans were used to finance the construction and operation
of the plant in Bao An, Mainland China.

Included in the total amount, HK$193,636,000 (2000: HK$193,373,000) are unsecured,
bear interest at 6 months’ LIBOR plus 0.75% per annum (2000: LIBOR plus 2% per
annum) and of which HK$50,136,000 (2000: HK$50,136,000) is repayable within one
year and the remaining balance of HK$143,500,000 (2000: HK$143,237,000) is
repayable within five years from the balance sheet date. The remaining balance of
HK$80,559,000 (2000: Nil) is unsecured, interest-free and is not repayable within one

year.
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31.

CONNECTED AND RELATED PARTY TRANSACTIONS (cont’d)

(v)

(vi)

(vii)

(viii)

As at 31 December 2001, there were advances made by the Company to the Group’s
non-wholly-owned subsidiary, Shenzhen Brewery, in which the Group has a 95% equity
interest, in the aggregate amount of HK$212,570,000 (2000: HK$232,747,000). The
loans were used to finance its expansion plan and the construction of the plant in Bao An,

Mainland China.

Out of the total balance, the outstanding loan balance of HK$89,860,000 (2000:
HK$123,645,000) is unsecured, bears interest at 6 months’ LIBOR plus 0.75% per annum
and is repayable within five years from the balance sheet date. The remaining outstanding
loan balance of HK$122,710,000 is unsecured, interest-free and is not repayable within
one year (2000: HK$109,102,000 bore interest at long term lending rate per annum
announced by the People’s Bank of China).

As at 31 December 2001, there were advances made by the Company to Shenzhen
Brewing in the aggregate amount of HK$66,166,000 (2000: Nil). The loans were used

to finance its operation.

The advances are unsecured, interest-free and are not repayable within one year.

As at 31 December 2000, the Company executed a guarantee for banking facilities
granted and utilised by the Group’s non-wholly-owned subsidiary, Shenzhen Brewery, for
its operations amounted to HK$28,283,000. The loan utilised by Shenzhen Brewery was
fully repaid during the year.

During the year, an interest expense was incurred on funds advanced by minority
equityholders of the Company’s subsidiaries aggregating HK$391,000 (2000:
HK$4,133,000), further details of which, including the terms, are disclosed in note 24 to

the financial statements.
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32. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the Board of Directors on

12 April 2002.
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