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General Information

Directors

Registered Office

34/F, West Tower, Shun Tak Centre,
168-200 Connaught Road Central,

Hong Kong

Tel: (852) 2915 2898

Fax: (852) 2857 5084
Internet Address
http.//www.behl.com.hk
Company Secretary

Mr. Tam Chun Fai CFA AHKSA
Share Registrars

Tengis Limited

28/F, BEA Harbour View Centre,
56 Gloucester Road,

Wanchai, Hong Kong

Executive Directors

Mr. Hu Zhao Guang {Chairman)

Mr. Yi Xi Qun (Vice Chairman)

Mr. Xiong Da Xin
(Executive Vice Chairman and President)

Mr. Bai Jin Reng (Executive Vice President)
(Resigned on 23 December 2002)

Mr. Guo Ying Ming

Mr. Liu Kai (Vice President)

Mr. Xing Chun Hua

Mr. Zheng Wan He

Mr. Wei En Hong

Mr. Li Fu Cheng

Mr. Bi Yu Xi

Mr. Li Man

Mr. Li Zhong Gen

Non-executive Director

Mr. Fang Fang

Independent Non-executive Directors
Mr. Lau Hon Chuen, Ambrose

Mr. Lee Tung Hai, Leo
Mr. Wang Xian Zhang



CORPORATE iNFORMATION

Professionals

Principal Bankers

Auditors

Ernst & Young

Legal Advisers

as to Hong Kong law:

Johnson Stokes & Master

as to PRC law:

Haiwen & Partners

as to US law:

Sullivan & Crommell

In Hong Kong:

Bank of China, {Hong Kong) Limited

Bank of Communications, Hong Kong Branch

BNP Paribas, Hong Kong Branch

China Construction Bank, Hong Kong Branch
Credit Lyonnais, Hong Kong Branch

industrial and Commercial Bank of China {Asia) Ltd.
Rabobank, Hong Kong Branch

Standard Chartered Bank

in Mainland China:

Agricultural Bank of China

Bank of China

Beijing City Commercial Bank

China Construction Bank

China Merchants Bank

China Minsheng Banking Corp., Ltd.
Guangdong Development Bank

The Industrial and Commercial Bank of China
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The Group is currently engaged in four major sectors of business: infrastructure, consumer products, tourism and
retail services and technology.

Infrastructure sector includes management and operation of the Capital Airport Expressway, the operation
concession of the Shenzhen Shiguan Road and a water treatment plant.

Consumer products sector includes manufacture, distribution and sale of beer, wine, dairy products and
processed meat and seafood products.

Tourism and retail services sector includes provision of tourism, retail and hotel services.

Technology sector is mainly represented by the Group’s 53.93% interest in Beijing Development (Hong Kong)
Limited (“Beijing Development”), 80% interest in Beijing Enterprises Holdings High-Tech Development Co., Ltd.

and 40% interest in Beijing International Switching System Ltd ("BISC") which is a joint venture with Siemens AG
producing switching system. The Group has also started several technology related projects such as Smart-card,
GPS, magnetic suspension train, biotech engineering and geothermal energy system etc.
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Achievements

With the establishment of a sponsored level one American Depositary Receipts [ADR) program in May 2002, the

Company can broaden its investor base, particularly among institutional investors in the U.S. in future,

In October 2002, the Group's successful reorganisation of tourism segment enhances its continued growth in
tourism business.

In October 2002, Beijing Yanjing Brewery Company Limited successfully issued the 5-year convertible bonds in an
aggregate principal amount of RMB700 million with a face value of RMB100 each in the PRC securities market.

The passing of CSRC listing hearing is a milestone for San Yuan’s A share listing.

Financial position

2002 year end 2001 year end

HK$m HKSm

Cash 3,673 4,072
Short-term loans 1,780 2,856
Long-term loans 3,128 1,837
Net debt ' {1,235) (621)
Net debt equity ratio 16.8% 8.8%
Minority interests 3,148 3174
Net Assets 7,343 7,105

Net Assets (HK$'000)




HIGHLIGHTS

Earnings

Turnover for the year amounted to HKS$7.01 billion, representing an increase of 13% over last year.

Turnover (HKS'C00)

Net Profit Attributable to Shareholders (HKS'000) P

* Net profit attributable to shareholders excluded interest earned on subscription monies, gain on deemed disposed of a
subsidiary and refunds of value-added tax and business tax of an associate.

Earnings per share amounted to HKS0.66.

Proposed final dividend of HKS0.18 per share, giving total annual dividend of HKS0.28 per share.
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Hu Zhao Guang
Chairman

I am pleased to announce the final results of Beijing Enterprises
Holdings Limited (the “Ccmpany”) and its subsidiaries (the “Group”)
for the year ended 31 December 2002. Consolidated turnover rose
to HKS7.01 billion, representing an increase of 13% over previous
year. Net profit attributable to shareholders amounted to HKS410

million. Earnings per share amounted to HKS0.66.

The Board of the Company (the “Board”) recommended the
payment of a final dividend of HK$0.18 per share, making a total
dividend of HKS0.28 per share for the year.

Although most of our business strived to maintain growth in 2002,
however, owing to the sluggish market performance of some
business sectors and the realignments of state policy, the Group’s

overall profit recorded a substantial decline.

For 2002, responding to the tough environment, the Board and the
management of the Company undertook both substantial and
effective work in solidifying the risk warning system, conducting a
serious assessment and monitoring of the possible risks and its
respective durations instantly. While striving to raise profitability,
the Group continued to drive the triple development strategies of
expansion, technology and reorganisation. During the year, the
Group not only made remarkable progress in capital and financial
market but also in formation and implementation of the planning

for the Olympics.




CHAIRMAN'S STATEMENT

In respect of the implementation of the expansion strategy, most of the Group companies saw steady growth in
profitability with incessant strength in corporate prowess. Profit after tax of Sanyuan Foods, Badaling Tourism,
Longgingxia Tourism and Beijing Peking University UBL Biotech Co., Ltd showed steady growth together with the

Water Treatment Plant providing stable cash inflows for the Group.

Important progress has been made according to schedule in the reorganisation strategy: With the incorporation
of Beijing Tourism Development Company Limited in October 2002, the offshore reorganisation of the Group's
tourism resources was subsequently completed in Hong Kong. Sanyuan Foods has accelerated its implementation
of low-cost expansion to overseas with its first equity joint venture being set-up and operated in Western
Australia in April 2003. Take the advantages on both domestic and foreign in term of its resources and markets,
Sanyuan foods intends to build an international brand name and enhance the international competitiveness of

the company itself and its products.

Proactive implementation of the Group’s technology strategy has shown healthy development in Beijing
Development, which is the Group’s information technology (“IT”) flagship. The IT business was initially set-up by
injecting telecommunication project into Beijing Development in 2002 which has become an important pillar of

the new profit platform of the Group.

Despite the significant uncertainties prevailing in the global economy in 2003, the trends of economic
development in the PRC and Beijing City reveals that they will be able to maintain their sustainable, speedy and
healthy development. We believe that the Group’s principal business segments will achieve better development

opportunities in 2003 and in the coming few years.

Consumer segment: Subsequent to China's accession to WTO, the production and sales of the Group’s food
related industry had become highly localised. The revocation of trade protection measures, such as customs
duties, has minimal effects to our food products in terms of economic fluctuations. Hence with the pulling

effects of the Olympic economy, market demands will continue to expand.

infrastructure and high technology segments: In recent years, as the host to the 2008 Olympic Games, Beijing City
has been increasing their investments in infrastructure and information technology which will push Beijing City to
an unprecedented level of economic growth. The Group is actively pursuing the Olympics development

opportunity relating to the construction of “Digital Beijing” and “Technology Olympics”.
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CHAIRMAN'S STATEMENT

Tourism and retail service segments: With economic development in recent year and the proximity of the
Olympics, the domestic tourism had heated up with enormous market opportunities for businesses like Jianguo
Hotel, Badaling Great Wall, Longgingxia Tourism and Hot Spring Holiday Resort. At the same time, the
Government has continued to implement the policy of expanding domestic demands to stimulate consumption

which will lead to a stable growth of trend for the domestic retailing market.

In 2003, the Group will actively strive in the investments of Olympics project to secure breakthroughs by seeking

Olympics related infrastructure projects and learning the best way to gain entry points for participating in the
Olympics construction projects. The Group companies are also gearing up their efforts in capitalising commercial
opportunities which were initiated by the Olympics. Apart from the Group companies actively campaigning for
franchising concessions to become the official distributors of designated Olympics products, the Group will also
leverage on the Olympic concept by actively expanding the recognition of the Group’s brand name through
organising, sponsoring and participating in various activities such as promotional, tourism and industrial

development of the Olympics.

As a red chip company with government background, we will capitalise on the opportunities presented by the
economic key strategy of Beijing, and will continue to adhere to our objective in creating the highest benefits to
shareholders and insisting on our active and solid development directions, creating new performance

continuously as well as repaying the supports and well wishes of our shareholders and friends.

In the meantime, | would like to take this opportunity to express my appreciation to the diligence and dedication

of fellow directors and the Group’s employees.

I e A

Chajrman

Hong Kong
15 April 2003




e NG DISCUSSION AND ANALYSIS

Business Overview

Despite a very difficult market condition in the PRC, the Group managed to grow its market share and revenue in
most business sectors in year 2002. However, the net profit attributable to the shareholders was dragged down
significantly by the sharp downturn in the business of our major associate, BISC. The telephone switching industry
in China encountered the most severe challenge in 2002 mainly due to restructure of the fixed line divisions of
the China Telecommunication Bureau and slow down in order as a result of over capacity in the fixed line market.
The consolidated turnover of the Company was HK$7.01 billion for the year ended 31 December 2002, increased
by approximately 13% comparing to last year. Net profit attributable to shareholders was HKS410 million, down
29% comparing to last year.

Infrastructure

Capital Airport Expressway

Traffic volume increased by 15% to 33.9 million vehicles
for the year mainly driven by prosperous air traffic
volume of Beijing Capital International Airport. The net
turnover and profit after tax of Capital Airport
Expressway amounted to HKS$331 million and HK$172

million respectively, representing 5% and 1% growth
respectively over last year. The new toll scheme has become effective from 1
September 2002. Revenue derived from small vehicles was negatively affected.
However, traffic volume was further stimulated by lower toll charge and reduction
in revenue has been moderated by stronger traffic volume growth in the last
quarter.

Water Treatment Concession
Net profit after amortisation on cost of the Concession was HK$140 million (2001
HKS$145 million) for year 2002. This project continued to provide steady cash flow

to the Group.

Consumer products

Beer

Sales volume reached 2,080,000 tons in year 2002, almost 26% higher than last year.
Net turnover increased by 20% to HKS$2.42 billion mainly due to acquisition of
Yanjing Brewery (Liquan) Company Limited during the year. The net profit after tax
was down by 14% to HKS$163 million mainly due to higher advertisement and

marketing expenses in a very competitive market as well as certain one off

provisions in two brewery factories in Shangdong.




MANACEMENT DISCUSSION AND ANALYSIS

Company Limited.

Dairy products and fast food

2002. Net turnover increased by 11% to HKS$1.05 billion

disposal of investment.

The total number of outlets operated under the franchises of Beijing McDonalds’

and Guangdong McDonalds' increased to 88 and 61 respectively at the end of 2002.

Optimal economy of scale is being achieved through

outlets at different locations.

Yanjing Brewery, our A share listed subsidiary, completed the issue of RMB700
million convertible bonds in the mainland market. The proceeds from the issue are
being used to upgrade existing facilities and to acquire more regional breweries like

Yanjing Brewery (Liquan} Company Limited in Gui Lin and Fujian Yanjing Brewery

The sales volume of Sanyuan Food grew healthily in year

Net profit after tax jumped 40% to HK$94 million when
compared to 2001. The profit growth was mainly
enhanced by significant margin improvement as a result

of lower raw milk price and certain profit realized from

expanding the number of

Services

Tourism services

in 2002, the number of

respectively. The basis of r

visitors to Badaling Great Wall totalled 4.06 million,

increased by 10% compared to last year. The net turnover and profit after tax of

Badaling Tourism amounted to approximately HK$S1 million and HKS$16.3 million

evenue recognition for Badaling Tourism was changed to
record only the 40% share of entrance fees, reducing the
revenue and the associated cost correspondingly. The
net profit for year 2002 was affected by the change in

income tax rate to 33%.

In 2002, the number of visiters to Longgingxia tourism
site increased by 15% to 746,000, the net turnover
increased 18% while net profit after tax jumped 156% to

HK$6.6 million when compared to last year.




MANAGEMENT DISCUSSION AND ANALYSIS

Hotel services
The average occupancy rate of Jianguo Hotel improved by 4% to 79% in the year
2002 . Net turnover was flat at HKS108 million. Net profit after tax declined slightly

to HKS8.1 million. Room rates were still under pressure due to abundant supply of

up market hotels in Beijing.

Retail services

The net turnover of Wangfujing Department Store
Group (“Wangfujing Group”) grew moderately by 1% to
HK$2.03 billion. The net profit after tax of Wangfujing
Group was HKS$4.1 million for the year ended 31
December 2002 mainly due to lower investment income
and realised loss from the property development

division. Wangfujing Group is actively disposing some of

its non-core assets of which the proceeds are intended
to use for debt reduction and expansion of its

nationwide chain department stores.

Technology

BISC (an associate)

During the year, BISC suffered a 62% decline in net turnover. Net profit after tax
declined by 78% to HKS89 million. The industrial downturn was mainly caused by
restructure of fixed line division of China Telecommunication Bureau. The slow

down in order was also attributed to the over capacity in the fixed line markets in

mainland China. Despite the slowing down of the business, the accounts receivable

of BISC was reduced by almost 50%, relieving its capital pressure and exposure of
bad and doubtful debt.

Other technology businesses

Beijing Development (Hong Kong} Limited (“Beijing

AN
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Development”), the information technology flagship of ]
the Group, recorded a substantial growth in revenue in @ Beijing Development (Hong Kong) Limited

2002, especially in the segment of information
technology business. It has built a strong market position in the educational information technology sector in
Beijing and will continue to focus on the provision of information technology systems to primary and secondary

schools in Beijing and the provision of internet and communication services to enterprises in Beijing.
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MANAGEMENT DISCUSSION AND ANA_YS.S

The Group has increased its investments in Beijing Ever Source Technology Development Limited, a joint venture
company with unique patent technology to utilise geothermal energy as a source of energy for domestic
consumption purpose. Many buildings in Beijing have now equipped with this geothermal energy system for

maintaining a steady room temperature within the buildings.

Capitalisation and Financial Position

Shareholders’ equity increased to approximately HK$7.3 bitlion while minority interests amounted to
approximately HKS$3.15 billion as at 31 December 2002. Net borrowings (total borrowings minus cash and bank
balances) was HKS1,235 million at year end date representing 17% net debt to equity ratio. Bank borrowings were

predominately in Renminbi with remaining 35% in US Dollar.




oo AND SENIOR MANAGEMENT

Executive Directors

HU Zhao Guang, aged 64, is the chairman of the Company and Beijing Holdings Limited (“BHL"), the parent
company of the Company. He graduated from Tsinghua University in the PRC in 1964 and completed a
management course in Sweden. He is also an adjunct professor of the Tsinghua University. From February 1993 to
January 1998, he served as a Vice Mayor of the Beijing Municipal Government, responsible for new science and
technology development and education. From 1988 to 1993, he served as the director of Beijing New Technology
Development Zone and chief executive of Beijing Haidian District Government. Mr. Hu has over 32 years'

experience in economics, finance and management. Mr. Hu joined the Group in April 1997.

Y! Xi Qun, aged 56, is the vice chairman of the Company and vice chairman and general manager of BHL. He
graduated from Beijing Chemical Institute in 1975 and later obtained a postgraduate degree in economics and
management engineering at Tsinghua University. From 1986 to 1987, Mr. Yi was in charge of the Beijing Municipal
Government Economic Structure Reform Committee and from 1987 to 1991, he served as the chief executive
officer of Xicheng District of Beijing. Since 1991, Mr. Yi has been an assistant to the Mayor of Beijing as well as
Director of the Economic and Foreign Trade Commission of Beijing Municipality and the Management Committee
of the Beijing Economic and Technology Development Zone. Mr. Yi has in-depth knowledge and wealth of

experience in macroeconomic and microeconomic management. He joined the Group in December 1999.

XIONG Da Xin, aged.53, is the executive vice chairman and president of the Company. He graduated from the
Economics Faculty of Capital Trade and Economics University in 1982, and was awarded with the honor of Senior
Economist. From May 1994 to February 2000, he served as a deputy secretary general of the Beijing Municipal
Government, responsible for coordinating the financial and comprehensive economic affairs of Beijing.
Meanwhile, from 1994 to 1998, he served as the director of the Legal System Office of the Beijing Municipality,
and from 1998 to February 2000, he also served as the director of the General Office of the Beijing Municipal
Government. From 1989 to 1992, Mr. Xiong served as the deputy executive officer of the Shijing Shan District of
Beijing; from 1992 to 1994, he served as the deputy director of the Commercial Commission of the Beijing
Municipality. Mr. Xiong has over 21 years’ experience in economics and management. Mr. Xiong joined the Group
in February 2000.

GUO Ying Ming, aged 59, is the executive director of the Company. He graduated from Beijing Foreign Trade
Institute in 1967. Since February 1989, he has served as general manager, vice chairman and chairman of BHL. Prior
to that, from 1985 to 1988, he held the post of chairman and general manager of China Resource Products (U.S.A.)
Limited, the window company of the Beijing Municipal Government in the US. He has over 28 years’ experience in
international economics, foreign trade and enterprise management. From April 1957 to February 2000, Mr. Guo

was the vice chairman and president of the Company. He rejoined the Group in December 2002.
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DIRECTCRS AND SENIOR MANAGEMENT

BA! Jin Rong, aged 53, is the executive director and executive vice president of the Company and BHL. He
graduated from Beijing Normal University in 1985. from 1992 to 1997, he served as a Deputy Director of Beijing
Economic Structure Reforms Committee. From 1983 to 1992, he held the posts of deputy director and director of
the Policy Research Office of Beijing Chemical Industry Group. Mr. Bai has over 28 years’ experience in economics,

finance and enterprise management. Mr. Bai joined the Group in April 1997.

LIYU Kai, aged 49, is the executive director and vice president of the Company. Mr. Liu is responsible for the
general management of Beijing Enterprises Holdings Investment Management Co., Ltd. He graduated from
Tsinghua University with a bachelor degree in mechanical engineering in 1979, and later obtained a postgraduate
degree in domestic economics and management at State Administration Institute. Prior to joining the Company,
Mr. Liu has served as a senior executive of Beijing Transportation Bereau and Beijing Transportation Corporation.

Mr. Liu has over 23 years’ experience in economics and management. Mr. Liu joined the Group in January 2001.

XING Chun Hua, aged 68, is the executive director of the Company. He graduated from the People’ University of
China in 1964. Since 1984, he has served as deputy general manager and then general manager of San Yuan Group
Company. From 1982 to 1984, he held the post of chief executive of Fangshan County. Since 13 March 1997, he has
been the chairman of Sanyuan Food. He has over 43 years’ experience in economics, agriculture and enterprise

management. Mr. Xing joined the Group in April 1997,

ZHENG Wan He, aged 51, is the executive director of the Company. He graduated from Beijing Economic Institute
in 1983. Since November 1984, he has held the posts of deputy general manager of Beijing Wangfujing Department
Store and later vice chairman and general manager of Wanfujing Group. He has over 13 years’ experience in
economics, retail business and enterprise management. Mr. Zheng is presently the vice chairman of China Youth’
Entrepreneurs Association and a committee member of China United Commerce Association. Mr. Zheng joined
the Group in April 1997. '

WEl En Hong, aged 66, is the executive director of the Compary. He graduated from Beijing Posts and
Telecommunications Institute in 1959. Since 1996, he has served as chairman of Beijing International Switching
System Co. Ltd. From 1983 to 1996, he served as deputy executive of the Posts and Telecommunications
Administrative Bureau in Heilongjiang Province in the PRC, and then as the chief executive of the Posts and
Telecommunications Administrative Bureau in Hebei Province in the PRC. He has over 38 years' experience in the

posts and telecommunications industry and in management. Mr. Wei joined the Group in April 1997.

Lt Fu Cheng, aged 48, is the executive director of the Company. Since 1983, he has held the posts of deputy
secretary and secretary of Yanjing Brewing Factory, and then the chairman and general manager of Yanjing Group.

Mr. Li has over 23 years’ experience in the brewing industry. Mr. Li jcined the Group in April 1997.




DIRECTORS AND SENIOR MANAGEMENT

Bl Yu Xi, aged 54, is the executive director of the Company. Mr. Bi graduated from Beijing Agricultural University
with a bachelor degree in Economics and Management, and was awarded with the honor of Senior Economist.
Prior to joining the Company, Mr. Bi served as the deputy chief executive of Beijing Transportation Bureau. He is
currently the president of Beijing Capital Expressway Development Co., Ltd. Mr. Bi has over 35 years’ experience in

highway construction and management. Mr. Bi joined the Group in August 2000.

LI Man, aged 45, is the executive director of the Company. Mr. Li obtained his bachelor degrees of Philosophy and
Economics from Beijing Normal University and Beijing Polytechnic University respectively. Mr. Li served as Deputy
Chief Executive of Beijing Yanqing County Administration Academy and Executive Deputy Principal of Beijing
Science and Technology University, Yanging County Branch since 1996. Mr. Li is presently the director of BTZA,
the General Manager of Badaling Tourism Company and the General Manager of Badaling Tourism Development
Company. He h‘as indepth-knowledge and experience in hotel management and tourism business. Mr. Li joined the

Group in August 2001

Ll Zhong Gen, aged 51, is the executive director of the Company. He graduated from Beijing No. 2 Foreign
Language Institute in 1977. Since October 1994, he served as the director and deputy general manager of Beijing
Tourism Company Limited. Prior to that, from April 1987 to October 1994, he held the posts of general manager of
Jianguo Hotel, director of State Asset Administration and deputy vice general manager of the Beijing Tourism
Bureau, and general manager of Beijing Tourism Corporation and Beijing Hotel Management Company. Mr. Li has
over 23 years’ experience in finance, tourism development and hotel management. Mr. Li joined the Group in April
1997.
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DIRECTCRS AND SENIOR MANACGZV.INT

Incependent Non-executive Directors

LAU Hon Chuen, Ambrose, aged 55, holds a Bachelor of Laws degree from the University of London and is a
Solicitor of the Supreme Court of Hong Kong, a China-Appointed Attesting Officer and a Notary Public. Mr. Lau is
also a member of the Legislative Council, the National Committee of the Chinese People’s Political Consultative
Conference and the Selection Committee For the First Government of the Hong Kong Special Administrative
Region (“HKSAR”) and a Nonofficial Justice of the Peace. He was the President of the Law Society of Hong Kong
from 1992 to 1993. Mr. Lau was a member of the Preparatory Committee for the HKSAR and the Provisional
Legislature of Hong Kong. Mr. Lau joined the Group in April 1997.

Ber Lec Tung-Hai LEE, GBS, LLD, JP, aged 81, is the Chairman of Tung Tai Group of Companies and the director or
non-executive director of several public listed companies in Hong Kong. He is a member of a number of public
services committees and heads many social service organisations, including as an Adviser of the Advisory Board of
the Tung Wah Group of Hospitals, Chairman of the Association of Chairmen of the Tung Wah Group of Hospitals,
Chairman of Friends of Hong Kong Asscciation and Vice President of the China Overseas Friendship Association.
Dr. Lee is a member of the Standing Committee of the National Committee of The Chinese People’s Political
Consultative Conference. He served as an Adviser on Hong Kong Affairs to Hong Kong & Macau Affairs Office of
the State Council and Xinhua News Agency, Hong Kong Branch; a mernber of the Preparatory Committee for the
Hong Kong Special Administrative Region; and a member of the Hong Kong Special Administrative Region
Selection Committee. He has been honoured with awards by different governments, which include Cavaliere di
Gran Croce of Italy, O.B.E. of Great Britain, Chevalier Legion d'Honneur of France, Commandeur de ['Ordre de
Leopold Il of Belgium and, in 1999, Gold Bauhinia Star of the Hong Kong Special Administrative Region
Government of the People’s Republic of China. Dr. Lee has over 43 years of experience in business management.

WANG Xian Zhang, aged 61, graduated from the Northeast Finance & Economics University, China in 1965. He has
been engaged in the insurance industry since 1970, and was Deputy General Manager of the People’ Insurance
Company of China (“PICC”), Dalian Branch and then General Manager of PICC, Liaoning Branch. From 1986 to 1995,
he was Vice Chairman and Vice President of PICC. Since 1996, he has been Vice Chairman and Vice President of the
People’s Insurance Company of China (Group). In 1993, he set up China Insurance Group in Hong Kong. Since then
he has been Vice Chairman and President of China Insurance H.K. (Holdings) Co. Ltd. Mr. Wang is also Chairman of
the Ming An Insurance Co. (HK.) Ltd., China Reinsurance Co. (HK} Ltd. and CIG-WH International (Holdings) Ltd.
and Director of several financial institutions such as The Bank of China, The Ka Wah Bank Ltd. and Top Glory
Insurance Co. {Bermuda) Ltd. Mr. Wang joined the Group in April 1997.

Non-executive Director

FANG Fang, aged 37, is now the director of J.P. Morgan Securities Pte. Limited. Mr. Fang was previously the vice
president of the Company, responsible for corporate finance, legal and corporate communications. He holds a
bachelor’'s degree in management information system from Tsinghua University in the PRC and a MBA degree from
Vanderbilt University in the U.S. Prior to joining the Company, he was an investment banker with Merrill Lynch &
Co. and Seapower Financial Services Group in New York and Hong Kong, specialising in corporate finance and
advisory services, where he gained extensive experience in restructuring and financing Chinese companies. Mr.
Fang remained as a consultant to the Chairman of the Company.

7

3 S

4 4
it
— / ’. ‘o, -
Gl ,\ o,
Sod SRSl



DIRECTORS AND SENIOR MANAGEMENT

Senior Management

DENG Qi, Charles, aged 49, is the vice president of the Company, responsible for corporate finance, legal and
corporate communications. He graduated from Beijing Institute of Foreign Languages in 1977 and obtained a post
graduated degree in management from University of Lausanne, Switzerland in 1983. He has over 18 years of
experiences in banking, corporate finance, securities and business management. Prior to joining the Company, he
was working with China International Trust and Investment Corporation, Indosuez Asia Limited, ING Bank, China

Securities etc. Mr. Deng joined the Group in January 2001

E Meng, aged 45, is a vice president of the Company. Mr. E graduated from China Science and Technology
University with a master’s degree in engineering. He is a PRC senior accountant with the qualifications of PRC
certified accountant, asset appraiser, certified real estate appraiser and tax appraiser. From 1988 to 1998, Mr. E was
the deputy director of Beijing New Technology Development Zone (the “BNTDZ"), the director for BNTDZ
department of finance auditing and state asset management, the manager of BNTDZ Investment Operation
Company, director of Beijing Tianping Accounting Firm and the deputy director of the State Asset Management
Office of Beijing Haidian district. Mr. E has over 18 year's experience in economics, finance and enterprise

management. Mr. E joined the Group in November 1997

LIU Zhi Ming, aged 43, is a vice president of the Company. Mr. Liu graduated from Beijing University in 1983 with a
bachelor’s degree in economic studies. Mr. Liu had previously been the deputy manager and manager of the
investment development group of BHL between 1987 and 1996 and manager of the foreign economy department
of Beijing International Construction Group between june 1996 and January 1997. Mr. Liu has over 18 years’

experience in economics, finance and enterprise management. Mr. Liu joined the Group in April 1997.

TAM Chun Fai, Jimmy, aged 41, is the financial controller and the company secretary of the Company. Mr. Tam
graduated from the Hong Kong Polytechnic University with a bachelor of arts degree in accountancy and is a
regular member of Chartered Financial Analyst (“CFA”) and a member of Hong Kong Society of Accountants. Mr.
Tam has over 13 years' experience in auditing and corporate advisory services with major international accounting
firms. He was involved in floatation and audit work of a wide variety of businesses, including electronics,
electrical appliances, athletic shoes manufacturing, banking, insurance, securities and property development. Mr.

Tam joined the Group in April 1997.

MAO Xiang Dong, Peter, aged 35, is the chief technology officer of the Company. He is responsible for
formulating corporate development strategies and assessing investments in high-technology sector. Dr. Mao
completed his postdoctoral program of computer science and technology in Tsinghua University in the PRC after
obtaining his doctoral degree in 1998. Dr. Mao has extensive experience in high-tech investments. He was in
charge of a top government R&D project namely 863 National High-tech Research and Development Project for
two years. During such period, he got involved in the research and development of digital information technology

products, He is also a fellow member of IEEE. Dr. Mao j’oined the Group in january 2001.



The directors present their report and the audited financial statements of the Company and the Group for the
year ended 31 December 2002.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the principal activities of the principal

subsidiaries are set out in note 17 to the financial statements. Other than the transfer of substantially all of the
Group's hotel and tourism operations to a jointly-controlled entity, further details of which are included in note
45(w) to the financial statements, there were no significant changes in the nature of the Group's principal

activities during the year.

RESULTS AND DIVIDENDS
The Group’s profit for the year ended 31 December 2002 and the state of affairs of the Company and the Group

at that date are set out in the financial statements on pages 27 to Til.

An interim dividend of HKS$0.10 per ordinary share was paid on 21 October 2002. The directors recommend the
payment of a final dividend of HKS$0.18 per ordinary share in respect of the year, to shareholders on the register
of members on 20 June 2003. This recommendation has been incorporated in the financial statements as an

allocation of retained profits within the capital and reserves section of the balance sheet.

SUMMARY FINANCIAL INFORMATIONMN
A summary of the published results and of the assets and liabilities of the Group for the last five financial years,
as extracted from the Company’s annual report and the audited financial statements, is set out on page 112. This

summary does not form part of the audited financial statements.

FIXED ASSETS AND INVESTMENT AND HOTEL PROPERTIES
Details of movements in the fixed assets and investment and hotel properties of the Company and the Group
during the year are set out in note 14 to the financial statements. Further details of the Group's investment and

hotel properties are set out on page 113.

SHARE OPTIONS
Details of movements in the Company’s share options during the year, together with the reasons therefor, are set

out in note 38 to the financial statements.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY
Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's listed

securities during the year.

RESERVES
Details of movements in the reserves of the Company and the Group during the year are set out in note 39(b) to

the financial statements and in the consolidated statement of changes in equity, respectively.




DISTRIBUTABLE RESERVES

At 31 December 2002, the Company's reserves available for distribution, calculated in accordance with the
provisions of Section 79B of the Companies Ordinance, amounted to HK$557,369,000, of which HKS$112,050,000
has been proposed as a final dividend for the year. In addition, the Company’s share premium account, in the
amount of HKS$4,839,497,000, may be distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND MAJOR SUPPLIERS
In the year under review, sales to the Group's five largest customers and purchases from the Group's five largest

suppliers accounted for less than 30% of the Group's turnover and total purchases, respectively.

DIRECTORS

The directors of the Company during the year were:

Executive directors:

Mr. Hu Zhao Guang (Chairman)

Mr. Yi Xi Qun (Vice Chairman)

Mr. Xiong Da Xin (Executive Vice Chairman and President)

Mr. Bai Jin Rong (Executive Vice President) (resigned on 23 December 2002)
Mr. Guo Ying Ming (appointed on 23 December 2002)
Mr. Liu Kai (Vice President)

Mr. Xing Chun Hua

Mr. Zheng Wan He

Mr. Wei En Hong

Mr. Li Fu Cheng

Mr. Bi Yu Xi

Mr. Li Man

Mr. Li Zhong Gen

Mon-executive director:

Mr. Fang Fang

independent non-executive directors:
Mr. Lau Hon Chuen, Ambrose

Mr. Lee Tung Hai, Leo

Mr. Wang Xian Zhang

In accordance with articles 96 and 105(A) of the Company’s articles of associaticn, Messrs. Yi Xi Qun, Xiong Da
Xin, Guo Ying Ming, Lau Hon Chuen, Ambrose, Lee Tung Hai, Leo and Wang Xian Zhang will retire and, being

eligible, will offer themseives for re-election at the forthcoming annual general meeting.



DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

Biographical details of the directors of the Company and the senior management of the Group are set out on

pages 15 to 19 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Except for Messrs. Liu Kai and Guo Ying Ming, all the remaining executive directors proposed for re-election at
the forthcoming annual general meeting have service contracts with the Company, each with an unexpired period
of 5 months as of 31 December 2002. Mr. Liu Kai has entered into a service contract with the Company for a
period of three years commencing on 15 January 2001 while no service contract has been entered into between

Mr. Guo Ying Ming and the Company in respect of his office as a director of the Company.

Save as disclosed above, no director 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
No director had a beneficial interest in any material contract to which the Company, or any of its holding

companies, subsidiaries or fellow subsidiaries was a party during the year.

DIRECTORS’ INTERESTS IN SHARES
At 31 December 2002, the interests of the directors and their asscciates in the issued share capital of the
Company and its associated corporations, as recorded in the register maintained by the Company pursuant to

Section 29 of the Securities (Disclosure of Interests) Ordinance (the “SDI Ordinance”), were as follows:

Nature of Number of
Name of director Name of associated corporation interest shares held
Zheng Wan He Beijing Wangfujing Department Store (Group) Co., Ltd. Personal 45,738
Li Fu Cheng Beijing Yanjing Brewery Company Limited Personal 18,720

Save as disclosed above, none of the directors or their associates had any personal, family, corporate or other
interests in the securities of the Company or any of its associated corporations, as defined in the SDI Ordinance,
as recorded in the register required to be kept under Section 29 of the SDI Ordinance or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code

for Securities Transactions by Directors of Listed Companies.




DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from as disclosed in the share option scheme disclosures in note 38 to the financial statements, at no time

during the year were rights to acquire benefits by means of the acquisition of shares in or debentures of the
Company granted to any director or their respective spouse or children under 18 years of age, or were any such
rights exercised by them; or was the Company, or any of its holding companies, subsidiaries or fellow subsidiaries

a party to any arrangement to enable the directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEME
Owing to the adoption of Statement of Standard Accounting Practice No. 34 “Employee benefits” during the year,
most of the detailed disclosures relating to the Company’s share option scheme have been moved to note 38 to

the financial statements.

Concerning the share options of Beijing Development (Hong Kong) Limited, a subsidiary of the Company, granted
during the year to the directors of the Company as detailed in note 38 to the financial statements, the directors

do not consider it appropriate to disclose a theoretical value of the options granted.

SUBSTANTIAL SHAREHOLDERS
At 31 December 2002, the following interests of 10% or more of the 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:

Percentage of

Number of the Company’s

Name shares held issued capital

Modern Orient Limited 90,050,000 14.47

Beijing Enterprises Investments Limited (Note g) 384,000,000 61.69

Beijing Holdings Limited (Note b) 391,577,000 62.90

Notes:

(a) The interest disclosed includes the shares owned by Modern Orient Limited. Modern Qrient Limited is held directly as to 100% by
Beijing Enterprises Investments Limited. Accordingly, Beijing Enterprises Investments Limited is deemed to be interested in the shares
owned by Modern Orient Limited.

b) The interest disclosed includes the shares owned by Beijing Enterprises Investments Limited and Modern Orient Limited. Beijing

Enterprises Investments Limited, the holding company of Modern Orient Limited, is held indirectly as to 50.37% by Beijing Holdings
Limited. Accordingly, Beijing Holdings Limited is deemed to be interested in the shares owned by Beijing Enterprises Investments Limited
and Modern Orient Limited.

Save as disclosed above, no person had registered an interest in the share capital of the Company that was
required to be recorded pursuant to Section 16(1) of the SDI Ordinance.




CONNECTED TRANSACTIONS
In 2001, the Company and Beijing Enterprises (Dairy) Limited together made various advances of RMB215,946,000

in aggregate to Beijing San Yuan Foods Co,, Ltd. (“San Yuan”), a non-wholly owned subsidiary of the Company, as
San Yuan's general working capital. The advances bore interest at 5.85% per annum and were fully repaid during
the year. Total interest received by the Group from San Yuan in relation to such advances for the year amounted

to RMB5,868,000 {2001: RMB10,204,000).

Other connected transactions undertaken by the Group during the year are set out in notes 34, 41 and 45 to the

financial statements.

The independent non-executive directors of the Company have reviewed and confirmed that these connected
transactions entered into by the Group were (i) in the ordinary course of the Group's business either on normal
commercial terms, or on terms that are fair and reasonable so far as the Company's shareholders are concerned;
(i) in accordance with the terms of the agreements governing the transactions; and (iii) within the prescribed

limits as set out in the waiver letter in respect of connected transactions granted by the Stock Exchange.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the Group are set out in note 44 to the financial

statements.

LOAN AGREEMENT WITH COVENANTS RELATING TO SPECIFIC PERFORMANCE OF THE CONTROLLING
SHAREHOLDERS

In accordance with the disclosure requirements of Paragraph 3.7.) of Practice Note 19 of The Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”}, the following disclosures are included in respect
of the Company's syndicated loan facility, which contains covenants requiring performance obligations of the

Company’s holding companies.

In 2001, the Company obtained a five-year US$180 million syndicated loan facility. The loan agreement includes
certain conditions imposing specific performance obligations on the Company’s holding companies, among which

are the following events which would constitute an event of default on the loan facility:

1. If the beneficial interest in more than 50% of the entire issued capital of the Company ceases to be owned

by persons or entities controlled by the Beijing Municipal People’s Government of China; or

2. If any of the Company’s holding companies stops or suspends payments to its creditors generally, or is

unable to or admits its inability to pay its debts as they fall due, or is declared or becomes bankrupt or

insolvent.
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REPORT OF 7= DIRECTORS

CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied with the Code of Best Practice {the “Code”) as set out in
Appendix 14 of the Listing Rules throughout the accounting period covered by the annual report except that the
independent non-executive directors of the Company are not appointed for specific terms as required by
Paragraph 7 of the Code, but are subject to retirement by rotation in accordance with the Company’s articles of

association.

AUDIT COMMITTEE
The Company has an audit committee which was established in accordance with the requirements of the Code,
for the purposes of reviewing and providing supervision over the Group’s financial reporting process and internal

controls. The audit committee comprises two independent non-executive directors of the Company.

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

2 % &

Chairman

Hong Kong
15 April 2003
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To the members
Beijing Enterprises Holdings Limited
{Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 27 to 11 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS
The Companies Ordinance requires the directors to prepare 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 2002 and of the profit and cash flows of the Group for the year then ended and have
been properly prepared in accordance with the Companies Ordinance.

Certified Public Accountants

Hong Kong

15 Aprit 2003
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Year ended 31 December 2002

2002 2001
Notes HKS$'000 HKS'000
TURNOVER 5 7,011,698 6,227,282
Cost of sales (4,936,713} {4,416,035)
Gross profit 2,074,985 1,811,247
Interest income 73,908 140,606
Other revenue and gains, net 5 256,220 242,972
Selling and distribution costs (643,061) (486,602)
Administrative expenses (732,940) (651,469)
Other operating expenses, net (122,236) (113,661)
Revaluation surplus/{deficit) on investment and
hotel properties, net {2,070} 764
PROFIT FROM OPERATING ACTIVITIES 6 904,806 943,857
Finance costs 7 (219,898) (251,416)
Share of profits and losses of:
Jointly-controlled entities 15,557 7,980
Associates : 50,674 201,47
Amortisation of goodwill arising on acquisition of
jointly-controlled entities 18 (4,699) (681)
PROFIT BEFORE TAX 746,440 901,21
Tax 10 (227,049} (167,736}
PROFIT BEFORE MINORITY INTERESTS 519,391 733,475
Minority interests (109,153) (155,947)
NET PROFIT FROM ORDINARY ACTIVITIES ATTRIBUTABLE
TO SHAREHOLDERS 11 410,238 577,528
DIVIDENDS 12
Interim 62,250 62,250
Proposed final 112,050 112,050
174,300 174,300

EARNINGS PER SHARE — Basic 13 HKS0.66 HKS$0.93
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31 December 2002

2002 2001
Notes HKS$'000 HK$'000
NON-CURRENT ASSETS
Fixed assets 14 7,000,646 6,981,751
Intangible assets 15 1,754,583 1,271,756
Goodwill: 16
Goodwill 155,299 126,488
Negative goodwill {14,894) (46,348)
Interests in jointly-controlled entities 18 1,047,996 595,452
Interests in associates 19 403,356 592,841
Properties under development 24 121,802 141,303
Long term other receivables 27 —_— 6,998
Long term prepayments and deposits 6,607 9,290
Pledged bank balances and time deposits ’ 20 9,901 10,852
Long term investments 21 350,129 304,486
10,835,425 9,594,869
CURRENT ASSETS
Short term investments 22 47,282 44,820
Properties held for sale 23 410,169 596,219
Properties under development 24 174,735 —
Inventories 25 971,808 342,968
Trade receivables 26 571,839 492,980
Taxes recoverable 16,394 38,140
Other receivables 27 673,705 482,402
Pledged bank balances and time deposits 20 62,854 29,7119
Cash and cash equivalents 29 3,600,283 4,031,709
6,529,069 6,658,957
CURRENT LIABILITIES
Trade payables 30 632,852 405,360
Taxes payable 3 241,419 194,615
Other payables and accruals 32 1,606,930 1,034,416
Bank and other borrowings 33 1,779,889 2,856,435
3,661,090 4,450,826
NET CURRENT ASSETS 2,867,979 2,168,131

TOTAL ASSETS LESS CURRENT LIABILITIES 13,703,404 12,163,000




CONSCLUDATED BALANCE SHEET

/continued)

31 December 2002

2002 2001
Notes HKS$'000 HKS'Q00
NON-CURRENT LIABILITIES
Convertible bonds 34 659,444 —
Bank and other borrowings 33 2,468,450 1,837,413
Other long term liabilities 35 63,296 28,004
Deferred tax 36 21,507 18,558
3,212,697 1,883,975
MINORITY INTERESTS 3,147,707 3,174,397
7,343,000 7,104,628
CAPITAL AND RESERVES
Issued capital 37 62,250 62,250
Reserves 39(a) 7,168,700 6,930,328
Proposed final dividend 12 112,050 112,050
7,343,000 7,104,628
Hu Zhao Guang Xiong Da Xin
Director Director
Ty AT R
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Year ended 31 December 2002

Hotel
Issued Share property  Exchange PRC Proposed
share premium  Capital revaluation fluctuation reserve Retained final
capital account reserve reserve reserve funds profits dividend Total

Notes HK$'000  HKS'000  HKS'000 HK$'000 HKS'000  HK$'000 HKS$'000  HKS'000  HKS'000

At 1 January 2001 62,250 4,839,497 195,779 — 35,583 272,702 101,802 93375 6,600,988

Revaluation surplus, net - — — — 2,051 — — - - 2,051

Exchange realignment — — - — (276) - - — (276)

Net gains and losses not

recognised in the profit
and loss account — — — 2,051 (276) — — — 1775

Goodwill realised upon partial
disposal of a subsidiary and a

jointly-controlled entity - - 79,962 — - - — - 79.962
Deemed disposal of subsidiaries — - — — (28) — 28 — —
Partial disposal of a subsidiary - - 7.622 — (616) - (7.006) - —
Disposal of subsidiaries — - - - — (445} 445 - -
Net profit for the year — — — — - — 577528 — 577528
Final 2000 dividend declared - - - - — — — (93,375} (93,375)
interim 2001 dividend 12 - - - — — — (62.250) - (62,250)
Proposed final 2001 dividend 12 — — — — - — (112,050} 12,050 —
Transfer to reserves 39(a)(iii) — - 2,876 — - 141,702 (144,578) - —
Capitalisation of reserves of a

subsidiary — — 16,912 - — {13,184) (3,728} - —

At 31 December 2001 and

1 January 2002 62,250 4,839,497 303,151 2,09 34,663 400,775 1350191 12,050 704,628
Revaluation surplus, net — — — 2,513 - - — - 2,513
Exchange realignment — — — — (79) — — — (79)

Net gains and losses not
recognised in the profit

and loss account - - - 2,513 (79) — - - 2,434
Net profit for the year — — - - — - 410,238 — 410,238
Final 2001 dividend declared — — — — - — — M2,050)  (112,050)
interim 2002 dividend 12 — — — — — — (62,250) — {62,250)
Proposed final 2002 dividend 12 — — — — — —  (112,050) 112,050 —
Transfer to reserves 39(a)(iii) - - 1,338 — - 94,917 (96,255) - —
Capitalisation of reserves of a

subsidiary - - 2,484 - — 10953 8469 - -
At 31 December 2002 62,250 4,839,497* 306,973 4,564* 34584  484,739* 1498343* 112,050 7,343,000

* These reserves accounts comprise the consolidated reserves of HKS$7,168,700,000 (2001: HK$6,930,328,000) in the consolidated balance
sheet.
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Year ended 31 December 2002

Hotel

Issued Share property  Exchange PRC Proposed

share premium Capital revaluation fluctuation reserve Retained final

capital account  reserve reserve reserve funds profits dividend

HKS'000  HKS'000  HK$'000 HK$'000 HK$'000  HKS'000  HKS000  HKS'000
Reserves retained by:

Company and subsidiaries 62,250 4,839,497 42514 — 27,836 394,988 1,415,045 12,050

Jointly-controlled entities — - (118,168) 4,564 4,138 2,925 (39.513) -

Associates — — — — 2,610 86,826 122,81 -

At 31 December 2002 62,250 4,839,497 306,973 4,564 34584 484,739  1,498343 112,050
Reserves retained by:

Company and subsidiaries 62,250 4,839,497 303151 2,051 30,450 344538 1,328,274 112,050

jointly-controlled entities - - - - 1,595 - 60,781 -

Associates - — — - 2,618 56,237 82,698 —

At 31 December 2001 62,250 4,839,497 303151 2.051 34,663 400775 1,350,191 12,050
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Year ended 31 December 2002

v S o

2002 2001
Notes HK$'000 HKS'000
{Restated)
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 746,440 901,211
Adjustments for:
Finance costs 7 279,898 251,416
Share of profits and losses of jointly-controlled
entities and associates {66,231) (209,451}
Revaluation (surplus)/deficit on investment and
hotel properties, net 2,070 {764)
Depreciation 6 462,791 429,471
Amortisation of operating concessions 6 89,982 72,055
Amortisation of management information systems 6 1,887 315
Amortisation of goodwill 6,18 18,144 3,662
Negative goodwill recognised as income 6 {37,318} (35118)
Unrealised (gain)/loss on revaluation of short term
investments, net 6 10,100 (6,203)
(Gain)/loss on disposal of fixed assets, net 6 {2,182} 2,295
iImpairment of fixed assets 6 5,078 9,275
Impairment of long term investments 6 45,712 5,000
Interest income {73,908} (140,606)
Investment income 5 6 {34,782} (12,139)
Gain on disposal of subsidiaries 5 (2,567) (35,504)
Gain on deemed disposal of interests in subsidiaries 5 -— (1,510
Gain on partial disposal of interest in a subsidiary 5 -_ (3,271
Gain on disposal of long term investments 5 {8,092} (5,764)
Gain on disposal of short term investments 5 (2,509) (46,478)
Operating profit before working capital changes 1,374,519 1177892
Proceeds from disposal of short term investments 21,933 386,223
Purchases of short term investments {31,985} {51,578)
Decrease in long term prepayments and deposits 2,683 13,902
Decrease/(increase) in properties held for sale 186,150 (2,857)
Decrease/(increase) in properties under development {155,210} 63,573
Increase in inventories {41,757} (168,780}
Increase in trade receivables {67,771} (80,999)
Decrease/(increase) in taxes recoverable 21,752 {13,275)
Increase in other receivables (191,927} (8,065)
Increase in trade payables 163,560 44,989
Increase/(decrease) in other taxes payable 11,830 (45,572)
Increase/(decrease) in other payables and accruals 3,506 (25,875)
Increase/(decrease) in other long term liabilities 15,215 (11,983)
Cash generated from operations 1,312,498 1,277,595
Dividends received from associates 151,365 164,448
Hong Kong profits tax paid {1,251} {1,201)
Mainland China income tax paid {193,480} (94,218)
Overseas income tax paid {240} (1,687)
Net cash inflow from operating activities 1,268,892 1,344,937
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Year ended 31 December 2002

2002 2001
Notes HKS$'000 HKS'000
(Restated)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of fixed assets (776,510) (575,392}
Proceeds from disposal of fixed assets 80,129 28,414
Purchases of intangible assets {11,130) —
Acquisition of subsidiaries 40(b) (394,717) (13,720)
Acquisition of minority interests - (101,506)
Acquisition of and increases in investments in jointly-controlled
entities and associates (103,651) (200,708)
Net decrease/(increase} in amounts due from/to and loans to
jointly-controlled entities and associates 145,753 (160,625)
Increase in time deposits with a maturity of more than three
months when acquired {528,729} (210,530}
Decrease/(increase) in pledged bank balances and time deposits (32,178) 28,923
Proceeds from disposal of long term investments 36,240 47,427
Purchases of long term investments (98,530) (45,765)
Disposal of subsidiaries 40(c) (126,107) {31,265}
Proceeds from partial disposal of a subsidiary - 89,739
Disposal of a jointly-controlled entity - 92,780
Interest received 73,908 140,606
Investment income received 34,782 12,139
Net cash outflow from investing activities (1,700,734) (899,483)
CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions by minority shareholders 61,402 47,693
New convertible bonds 659,444 —
New loans 3,060,937 4,503,929
Repayment of loans {3,813,245) (4,385,797)
Interest paid (219,898} (251,821)
Dividends paid to minority shareholders {91,456} (80,447)
Dividends paid (174,300) (155,625)
Net cash outflow from financing activities (517,116) {322,056)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (948,958) 123,398
Cash and cash equivalents at beginning of year 3,709,437 3,586,219
Effect of foreign exchange rate changes, net 287 (180)
CASH AND CASH EQUIVALENTS AT END OF YEAR 2,760,766 3,709,437
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 20, 29 1,985,030 1,858,537
Non-pledged time deposits with original maturity of less than
three months when acquired 20, 29 775,736 1,862,384
Bank overdrafts 33 - (11,484)
2,760,766 3,709,437
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31 December 2002

2002 2001
HKS'000 HKS'000

NON-CURRENT ASSETS

Fixed assets 174,306 185,437
Interests in subsidiaries ' 5,690,321 5,818,455
Interests in jointly-controlled entities 28,286 —
Interests in associates 141,742 256,536
Long term prepayments and deposits 6,607 9,290
Long term investments 84,676 87,176

6,125,938 6,356,894

CURRENT ASSETS

Short term investments 22 38,855 29,645
Trade receivables 26 1,872 17,598
Taxes recoverable - 3,289
Other receivables 27 45422 13,020
Cash and cash equivalents 29 71,764 775,325

797,913 838,877

CURRENT LIABILITIES

Taxes payable 31 8,083 9,357
Other payables and accruals 32 55,802 58,022

63,885 67,379
NET CURRENT ASSETS 734,028 771,498
TOTAL ASSETS LESS CURRENT LIABILITIES 6,859,966 728,392

NON-CURRENT LIABILITIES
Bank and other borrowings 33 1,400,850 1,401,840

5,459,116 5,726,552
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31 December 200'2
2002 2001
Notes HK$'000 HKS'000
CAPITAL AND RESERVES
Issued capital 37 62,250 62,250
Reserves 39(b) 5,284,816 5,552,252
Proposed final dividend 12 112,050 112,050
5,459,116 5,726,552
Hu Zhao Guang Xiong Da Xin
Director Director
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31 December 2002

1. CORPORATE INFORMATION

During the year, the Group was involved in the following principal activities:

e production, distribution and sale of consumer products including beer, dairy products and processed

food products in Beijing and the surrounding region

) investment in transportation infrastructure, the Capital Airport Expressway, which connects the

Capital Airport and the city centre of Beijing, and the Shenzhen Shiguan Road and Bridge, which is

located in Shenzhen Municipality

© provision of tourism services in Badaling Great Wall and LLongqingxia

@ provision of hotel services in Beijing and Wuxian, Jiangsu Province

© provision of retail services in Beijing and certain other cities in the People’s Republic of China (the
“PRC"}

® investment in commercial and residential properties in Beijing and Hong Kong

e operation of a water purificaticn and treatment plant in Beijing
e property construction and development
© provision of telecommunications and information technology (“IT") related services and products

During the year, substantially all of the Group’s tourism and hotel operations were disposed of to a jointly-

controlled entity, further details of which are set out in note 45(w) to the financial statements.

In the opinion of the directors, the ultimate holding company is Beijing Holdings Limited, which is

incorporated in Hong Kong.

2, IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE (“SSAPs”)
The following new and revised SSAPs and Interpretation are effective for the first time for the current

year’s financial statements:

©  SSAP 1 (Revised)

e  SSAP 11 (Revised)
e  SSAP 15 (Revised)
e SSAP 34

6 Interpretation 16

“Presentation of financial statements”
“Foreign currency translation”

“Cash flow statements”

“Employee benefits”

“Disclosure — Service concession arrangements”




NCTES 7O SINANCIAL STATEMENTS

31 December 2002

IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE {“SSAPs”)
(continued)

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

adopting these SSAPs and Interpretation are summarised as follows:

SSAP 1 (Revised) prescribes the basis of the presentation of financial statements and sets out guidelines for
their structure and minimum requirements for the content thereof. The principal impact of the revision to
this SSAP is that a consolidated statement of changes in equity is now presented on pages 30 to 31 of the
financial statements in place of the consclidated statement of recognised gains and losses that was

previously required and in place of the Group reserves note.

SSAP 11 {Revised) prescribes the basis for the translation of foreign currency transactions and financial
statements. The principal impact of the revision of this SSAP on the consolidated financial statements is
that the profit and loss accounts of overseas subsidiaries, jointly-controlled entities and associates are now
translated into Hong Kong dollars at the weighted average exchange rates for the year, whereas previously
they were translated at the exchange rates ruling at the balance sheet date. The adoption of the revised
SSAP 11 has had no material effect on the financial statements. Further details of this change are included in

the accounting policy for “Foreign currencies” in note 3 to the financial statements.

SSAP 15 (Revised) prescribes the revised format for the cash flow statement. The principal impact of the
revision of this SSAP is that the consolidated cash flow statement now presents cash flows under three
headings, cash flows from operating, investing and financing activities, rather than the five headings
previously required. In addition, cash flows from overseas subsidiaries arising during the year are now
translated into Hong Kong dollars at the exchange rates ruling at the dates of the transactions, or at an
approximation thereto, whereas previously they were translated at the exchange rates ruling at the balance
sheet date, and the definition of cash equivalents for the purpose of the consolidated cash flow statement
has been revised. Further details of these changes are included in the accounting policies for “Cash and cash

equivalents” and “Foreign currencies” in note 3 and in note 40(a) to the financial statements.

SSAP 34 prescribes the recognition and measurement criteria to apply to employee benefits, together with
the required disclosures in respect thereof. The adoption of this SSAP has resulted in no change to the
previously adopted accounting treatments for employee benefits. In addition, disclosures are now required
in respect of the Company's share option scheme, as detailed in note 38 to the financial statements. These
share option scheme disclosures are similar to the disclosures previously included in the Report of the
Directors in accordance with The Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”), which are now required to be included in the notes

to the financial statements as a consequence of the SSAP.
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IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE (“SSAPs”)

{continued)

Interpretation 16 prescribes the disclosure requirements on service concession arrangements entered into
by concession operator and concession provider in the financial statements. The principal impact of this
Interpretation on the financial statements is the inclusion of additional operating concession disclosures

which are set out in note 15 to the financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance with SSAPs, accounting principles generally
accepted in Hong Kong and the disclosure requirements of the Companies Ordinance. They have been
prepared under the historical cost convention, except for the periodic remeasurement of investment and

hotel properties, and equity investments, as further explained below.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
for the year ended 31 December 2002. The results of subsidiaries acquired or disposed of during the year are
consolidated from or to their effective dates of acquisition or dispesal, respectively. All significant

intercompany transactions and balances within the Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders in the results and net assets of the

Company’s subsidiaries.

Subsidiaries
A subsidiary is a company, other than a jointly-controlled entity, in which the Company, directly or
indirectly, controls more than half of its voting power or issued share capital or controls the composition

of its board of directors.

The results of subsidiaries are included in the Company's profit and loss account to the extent of dividend
received and receivable. The Company’s interests in subsidiaries are stated at cost less any impairment

losses.

Joint venture companies
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.
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31 December 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

joint venture companies (continued)

The joint venture agreement between the venturers stipulates the capital contributions of the joint venture
parties, the duration of the joint venture and the basis on which the assets are to be realised upon its
dissolution. The profits and losses from the joint venture company's operations and any distributions 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.
A joint venture company is treated as:

(a)  a subsidiary, if the Company has unilateral control, directly or indirectly, over the joint venture

company;

(b}  a jointly-controlled entity, if the Company does not have unilateral control, but has joint control,

directly or indirectly, over the joint venture company;

{c)  an associate, if the Company does not have unilateral or joint control, but holds, directly or
indirectly, 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) a long term investment, if the Company holds, directly or indirectly, 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.

Jointly-controlied entities
A jointly-controlled entity is a joint venture company which is subject to joint control, resulting in none of
the participating parties having unilateral control over the economic activity of the jointly-controlled

entity.

The Group’s share of the post-acquisition results and reserves of jointly-controlled entities is included in
the consolidated profit and loss account and consolidated reserves, respectively. Where the profit sharing
ratic is different to the Group's equity interest, the share of post-acquisition results of the jointly-
controlled entities is determined based on the agreed profit sharing ratio. The Group's interests in jointly-
controlled entities are stated in the consolidated balance sheet at the Group's share of net assets under the
equity method of accounting, less any impairment tosses. Goodwill or negative goodwill arising on the
acquisition of jointly-controlled entities, which was not previously eliminated or recognised in the

consolidated reserves, is included as part of the Group's interests in jointly-controlled entities.

The results of jointly-controlled entities are included in the Company's profit and loss account to the
extent of dividends received and receivable. The Company's interests in jointly-controlled entities are

treated as non-current assets and are stated at cost less any impairment losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Asscciates
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 associates is included in the consclidated
profit and loss account and consolidated reserves, respectively. Where the profit sharing ratio is different
to the Group’s equity interest, the share of post-acquisition results of the associates is determined based
on the agreed profit sharing ratio. The Group’s interests in associates are 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 or negative goodwill arising on the acquisition of associates, which was not previously eliminated

or recognised in the consolidated reserves, is included as part of the Group’s interests in associates.

The results of associates are included in the Company’s profit and loss account to the extent of dividends
received and receivable. The Company’s interests in associates are treated as non-current assets and are

stated at cost less any impairment losses.

Goodwill
Goodwill arising on the acquisition of subsidiaries, jointly-controlled entities 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 as 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, subject to a maximum of 20 years. In the case of
jointly-controlled entities and associates, any unamortised goodwill is included in the carrying amount

thereof, rather than as a separately identified asset on the consolidated balance sheet.

SSAP 30 "Business combinations” was adopted as at 1 january 2001. Prior to that date, goodwill arising on
acquisitions was eliminated against the consclidated capital reserve in the year of acquisition. On the
adoption of SSAP 30, the Group applied the transitional provision of SSAP 30 that permitted such goodwill
to remain eliminated against the consolidated capital reserve. Goodwill on acquisitions subsequent

to 1 January 2001 is treated according to the SSAP 30 geoodwill accounting policy above.

On disposal of subsidiaries, jointly-controlled entities 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 the consolidated capital reserve at the time of acquisition is written back and

included in the calculation of the gain or loss on disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwill (continued)

The carrying amount of goodwill, including goodwill remaining eliminated against the consolidated capital
reserve, 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, jointly-controlled entities 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 jointly-controlled entities and 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.

SSAP 30 "Business combinations” was adopted as at 1 January 2007, Prior to that date, negative goodwill
arising on acquisitions was credited to the consotidated capital reserve in the year of acquisition. On the
adoption of SSAP 30, the Group applied the transitional provision of SSAP 30 that permitted such negative
goodwill to remain credited to the consolidated capital reserve. Negative goodwill on acquisitions
subsequent to 1 January 2001 is treated according to the SSAP 30 negative goodwill accounting policy

above.

On disposal of subsidiaries, jointly-controlled entities 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
consolidated capital reserve at the time of acquisition is written back and included in the calculation of

the gain or loss on disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuved)

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, unless the asset
is carried at a revalued amount, when the impairment loss is accounted for in accordance with the relevant

accounting policy for that revalued asset.

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, unless the asset is carried at a revalued amount, when the reversal
of the impairment loss is accounted for in accordance with the relevant accounting policy for that revalued

asset.
Fixed assets and depreciation

(i) Investment properties
Investment properties are interests in land and buildings in respect of which construction work and
development have been completed and which are intended to be held on a long term basis for their
investment potential, any rental income being negotiated at arm’s length. Such properties are not
depreciated, except where the unexpired term of the lease is 20 years or less, in which case
depreciation is provided on the then carrying amount over the remaining term of the lease, and are
stated at their open market values on the basis of annual professional valuations performed at the

end of each financial year.

Changes in the values of investment properties are dealt with as movements in the investment
property revaluation reserve. If the total of this reserve is insufficient to cover a deficit, on a
portfolic basis, the excess of the deficit is charged to the profit and loss account. Any subsequent
revaluation surplus is credited to the profit and loss account to the extent of the deficit previously

charged.

On disposal of an investment property, the relevant portion of the investment property revaluation

reserve realised in respect of previous valuations is released to the profit and loss account.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fixed assets and depreciation (continued)

(i)

(iii)

Hotel properties

Hotel properties are interests in hotel buildings and their integral fixed plants which are collectively
used in the operation of the hotels. Such properties are not depreciated, except where the unexpired
term of the lease is 20 years or less, in which case depreciation is provided on the then carrying
amount over the remaining term of the lease, and are stated at their open market values on the basis

of annual professional valuations performed at the end of each financial year.

Changes in the value of hotel properties are dealt with as movements in the hotel property
revaluation reserve. If this reserve is insufficient to cover a deficit, on an individual basis, the excess
of the deficit is charged to the profit and loss account. Any subsequent revaluation surplus is credited

to the profit and loss account to the extent of the deficit previously charged.

On disposal of a hotel property, the relevant portion of the hotel property revaluation reserve

realised in respect of previous valuations is transferred to retained profits as a movement in reserves.

Construction in progress

Construction in progress represents buildings, structures, plant and machinery and other fixed assets
under construction or installation and is stated at cost less any impairment losses. Cost comprises
direct costs of construction, installation and testing as well as capitalised borrowing costs on related
borrowed funds during the period of construction or installation. Construction in progress is

reclassified to the appropriate category of fixed assets when completed and ready for use.

Other fixed assets

Other fixed assets 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, 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.

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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fixed assets and depreciation (continued)

(iv)  Other fixed assets (continued)
Depreciation of the expressway and related structures is calculated on the unit of usage basis
whereby the annual depreciation amount is determined based on the actual traffic volume for the
year to the projected total traffic volume of the expressway over the remaining unexpired lease

terms.

Depreciation of other fixed assets is calculated on the straight-line basis to write off the cost of each
asset, less its estimated residual value, over its estimated useful life. The principal annual rates used

for this purpose are as follows:

Leasehold land/land use rights Over the lease terms

Buildings 2% to 10%

Leasehold improvements Over the lease terms or 5-10 years, whichever is shorter
Plant and machinery 5% to 20%

Furniture, fixtures and office equipment ~ 10% to 20%
Motor vehicles 10% to 20%

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, i.e,
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the

borrowing costs capitalised.

Properties under development

Properties under development represent properties developed for sale and are stated at cost less any
impairment losses. Properties under development which have been pre-sold are stated at cost plus
estimated attributable profits less foreseeable losses and sales deposits received. Cost comprises the cost
of land/land use rights together with any other direct costs attributable to the development of the
properties, borrowing costs and professional fees capitalised during the development period plus, in the
case of pre-sold properties or portions thereof, any estimated attributable profits received on contracted

sales.
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31 December 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Properties under development (continued)

The estimated profit on pre-sold properties under development is recognised over the course of
development of the properties after execution of the formal sale and purchase agreement. The amount of
estimated profit is calculated based on the proportion of construction costs incurred over the total
estimated construction costs to completion, after making due allowances for contingencies, and limited to

non-refundable cash deposits received.

Properties under development which are expected to be completed within 12 months from the balance

sheet date are classified as current assets.

Properties held for sale

Properties held for sale are stated at the lower of cost and net realisable value. Cost includes all
development expenditure, applicable borrowing costs and other direct costs attributable to such
properties. Net realisable value is determined by reference to prevailing market prices on an individual

property basis.
Intangible assets

Operating concessions

Operating concessions represent the rights to operate a water treatment plant, a toll road and sell entrance
tickets in a scenic area, and are stated at cost less accumulated amortisation and any impairment losses.
Amortisation is provided on the straight-line basis over the period of the operating concessions granted to

the Group.

Management information systems
Management information systems are stated at cost less accumulated amortisation and any impairment

losses. Amortisation is provided on the straight-line basis over their estimated useful lives of 10 years.

Research and development costs

All research costs are charged to the profit and loss account as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the
projects are clearly defined; the expenditure is separately identifiable and can be measured reliably; there is
reasonable certainty that the projects are technically feasible; and the products have commercial value.

Product development expenditure which does not meet this criteria is expensed when incurred.

Deferred development costs are amortised using the straight-line basis over the commercial lives of the
underlying products, subject to a maximum of 20 years, commencing from the date when the products are

put into commercial production.



N S S TP

NN

e s

31 December 2002

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Long term investments
Long term investments are non-trading investments in listed and unlisted equity securities intended to be

held on a long term basis and held for an identified long term purpose.
The securities 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 tc 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.

Short term investments

Short term investments are investments in listed and unlisted equity securities held for trading purposes.

Listed securities are stated at their fair values on the basis of their quoted market prices at the balance
sheet date, on an individual investment basis. Unlisted securities are stated at their estimated fair values, on

an individual investment basis, as estimated by the directors.

The gains or losses arising from changes in the fair values of such securities are credited or charged to the

profit and loss account in the period in which they arise.

Inventories

Inventories are stated at the lower of cost (using the retail method for the inventories of certain
department stores) and net realisable value. Cost is determined on the first-in, first-out basis or weighted
average basis, and in the case of work in progress and finished goods, comprises direct materials, direct
labour and an appropriate proportion of overheads. Net realisable value is based on the estimated selling

prices less any estimated costs to be incurred to completion and disposal.

Construction contracts
Contract revenue comprises the agreed contract amount and appropriate amounts from variation orders,
claims and incentive payments. Contract costs incurred comprise direct materials, the costs of

subcontracting, direct labour and an appropriate proportion of variable and fixed construction overheads.

Revenue from fixed price construction contracts is recognised on the percentage of completion method,
measured by reference to the proportion of costs incurred to date to the estimated total cost of the

relevant contract.

Provision is made for foreseeable losses as soon as they are anticipated by management.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Construction contracts (continued)
Where contract costs incurred to date plus recognised profits less recognised losses exceed progress

bitlings, the surplus is treated as an amount due from contract customers.

Where progress billings exceed contract costs incurred to date plus recognised profits less recognised

losses, the surplus is treated as an amount due to contract customers.

Government grants and subsidies

Grants and subsidies from the government are recognised at their fair values when received or there is
reasonable assurance that they will be received, and all attached conditions are complied with. When the
grant or subsidy relates to an expense item, it is recognised as income over the periods necessary to match
the grant or subsidy, on a systematic basis, with the costs which it is intended to compensate. Where the
grant or subsidy relates to an asset, including non-monetary grants at fair value, the fair value of the grant
or subsidy is deducted in arriving at the carrying amount of the related asset, or, as appropriate, is initially
recorded as deferred income in the balance sheet, and thereafter will be recognised as income over the

useful life of the relevant asset.

Provisions
A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of resources will be required to settle the obligation,

provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at
the balance sheet date of the future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage of time is included in finance

costs in the profit and loss account.

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

unless its realisation is assured beyond reasonable doubt.

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 rental receivables 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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.

Foreign currencies

Foreign currency transactions are recorded at the applicable exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated at
the applicable exchange rates ruling at that date. Exchange differences are dealt with in the profit and loss

account.

On consolidation, the financial statements of overseas subsidiaries, jointly-controlled entities and
associates are translated into Hong Kong dollars using the net investment method. The profit and loss
accounts of overseas subsidiaries, jointly-controlled entities and associates are translated into Hong Kong
dollars at the weighted average exchange rates for the year, and their balance sheets are translated into
Hong Kong dollars at the exchange rates ruling at the balance sheet date. The resulting translation

differences are included in the exchange fluctuation reserve.

For the purpose of the consolidated cash flow statement, the cashflows of overseas subsidiaries are
translated irto Hong Kong dollars at the exchange rates ruling at the dates of the cash flows, Frequently
recurring cash flows of overseas subsidiaries which arise throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the year.

Prior to the adoption of the revised SSAPs 11 and 15 during the year, as explained in note 2 to the financial
statements, the profit and loss accounts of overseas subsidiaries, jointly-controlled entities and associates
and the cash flows of overseas subsidiaries were translated intc Hong Kong dollars at the exchange rates
ruling at the balance sheet date. The adoption of the revised SSAP 11 has had no material effect on the
financial statements, while the adoption of the revised SSAP 15 has resulted in changes to the layout of the
consolidated cash flow statement, further details of which are included in note 40(a} to the financial

statements.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments which are readily convertible into known
amounts of cash without notice and which are subject to an insignificant risk of changes in value, and have
a short maturity of generally within three months when acquired, less bank overdrafts which are repayable

on demand and form an integral part of the Group’s cash management.

For the purpose of the balance sheet, cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which are not restricted as to use.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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:

(@)  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;
{b)  toll revenue and entrance fee income, on a receipt basis;
{c) from the sale of completed properties, upon execution of the sale agreements;
(d)  rental and hotel income, on an accrual basis;

(e)  from construction contracts, on the percentage of completion basis, as further explained in the

accounting policy for “Construction contracts” above;
{fy  from the rendering of services, when the services are rendered;

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

effective interest rate applicable;
(h)  from the trading of listed or unlisted investments, on the transaction dates; and
(i)  other 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 profits within
the capital and reserves section of 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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Employee benefits

Employment Ordinance long service payments

Certain of the Group's employees have completed-the required number of years of service to the Group in
order to be eligible for long service payments under the Employment Ordinance in the event of the
termination. of their employment. The Group is liable to make such payments in the event that such a
termination of employment meets the circumstances specified in the Employment Ordinance.

A provision is recognised in respect of the probable future long service payments expected to be made. The

provision is based on the best estimate of the probable future payments which have been earned by the
employees from their service to the Group to the balance sheet date.

Pension costs

The Group has joined a number of defined contribution pension schemes organised by certain PRC
provincial or municipal governments for certain of its employees, the assets of which are held separately
from those of the Group. Contributions made are based on a percentage of the eligible employees’ salaries
and are charged to the profit and loss account as they become payable, in accordance with the rules of the

pension schemes. The employer contributions vest fully once made.

For those employees that have not yet joined a pension scheme, the Group has accrued for the estimated
future pension costs based on a percentage of their salaries. The related assets for the purpose of
discharging such liabilities are not separately held from those of the Group.

The Group also operates a defined contribution Mandatory Provident Fund retirement benefits scheme in
Hong Kong (the “MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the MPF Scheme. 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.

Share options scheme

The Company operates a share option scheme for the purpose of providing incentives and rewards to
eligibte participants who contribute to the success of the Group’s operations. The financial impact of share
options granted under the share option scheme is not recorded in the Company’s or the Group’s balance
sheet until such time as the options are exercised, and no charge is recorded in the profit and loss account
or balance sheet for their cost. Upon the exercise of share options, the resulting shares issued are recorded
by the Company as additional share capital at the nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the shares is recorded by the Company in the share
premium account. Options which are cancelled prior to their exercise date, or which lapse, are deleted

from the register of outstanding options.
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SEGMENT INFORMATION
Segment information is presented by way of two segment formats: (i) on a primary segment reporting basis,

by business segment; and (i) on a secondary segment reporting basis, by geographical segment.

The Group's operating businesses are structured and managed separately, according to the nature of their
operations and the products and services they provide. Each of the Group's business segments represents a
strategic business unit that offers products and services which are subject to risks and returns that are
different from those of the other business segments. Particulars of the business segments are summarised as
follows:

{a)  the brewery operations segment produces, distributes and sells brewery products;

(b}  the retail operations segment operates department stores in Beijing and certain other cities in the
PRC,

(c)  the dairy operations segment produces, distributes and sells dairy products;

{(d)  the expressway and toll road operations segment engages in the operations of the Capital Airport
Expressway, which connects the Capital Airport and the city centre of Beijing, and the Shenzhen
Shiguan Road and Bridge, which is located at Shenzhen Municipality;

(e)  the water treatment operations segment operates a water treatment plant in Beijing and sells purified
water;

(f)  the hotel operations segment engages in the operations of hotels in Beijing and Wuxian, Jiangsu
Province, to provide hotel services;

(g)  the tourism operations segment engages in the provision of tourism services in Badaling Great Wall
and Longqingxia;

(h)  the property construction and development segment constructs and develops properties for sale;

(i)  the telecommunications and IT related services and products segment comprises the production and
sale of telecommunication products through an associate, Beijing International Switching System Co.,
Ltd., and other IT projects inctuding the construction of broadband infrastructure, the provision of
Internet services and IT technical support and consultation services; and

(). the corporate and others segment comprises production, distribution and sales of wine and
processed food products, restaurant operations, property investments and corporate income and
expense items.

In determining the Group's geographical segments, revenues and results are attributed to the segments
based on the location of the customers, and assets are attributed to the segments based on the location of

the assets.
:‘\\ o ‘/\PL
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4.

SEGMENT INFORMATION (continued)

{a

Business segments

The following tables present revenue, profit/(loss) and certain asset, liability and expenditure

information for the Group's business segments for 2002:

Group
Telecom-
munications
Property and IT
Expressway Water construction related
Brewery Retail Dairy and toll road  treatment Hotel Tourism and services and Corporate
operations operations operations  operations operations operati p d p products and others Eliminations Consofidated
HX§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
Segment revenue:
Sales to external customers 2,422,130 1,928,209 1,048,148 378,226 372,951 140,956 102,582 97,491 222,187 298,848 - 7,011,698
Intersegment sales 142 - - - - 182 - - - 2,992 (3.316} -
Other revenue 54,842 44,012 57,558 1,631 - 4,524 23,055 - 18 32,413 - 218,053
Total 2477114 1,972,221 105,706 379,857 172,951 145,662 125,637 97,491 222,175 334,253 (3.316) 7,229,751
Segment results 227,374 116,524 130,859 241,595 156,095 12,941 55,423 {67,105) 44,708 (74,897) 843,521
Interest inccme 73,908
Unallocated revenue and gains 38,167
Unallocated expenses {50,790)
Profit from operating activities 904,806
Finance costs (219,898)
Share of profits and losses of:
Jointly-controlled entities {610) 9245 7,813 ~ - - - - 223 nng) - 15,557
Assaciates {122) (1.220) - ~ - 922 - - 43,960 7034 - 50,674
Amortisation of goodwill arising on
acquisition of jointly-
controtled entities {678) (342) -~ -~ - - - - - {3.679) - {4,699)
Profit before tax 746,440
Tax {227,049)
Profit before minority interests 519,391
Minority interests (109,153)
Net profit from crdinary activities
atzributatle to shareholders 410,238
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4. SEGMENT INFORMATION (continued)
{a} Business segments (continued)
2002 (continued)
Group
Tetecom-
munications
Propesty and (T
Expressway Water construction related
Brewery Retail Dairy and toll road  treatment Hotel Tourism and services and  Corporate
peratit operations operati P i p perations op p products  and others Eliminations Consolidated
HKS'000  HK$'000  MK5'000 HKS$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HK$'000 HKXS$'000 HK$'000 HK$'000
Segment assets 5372974 1262,581 1108137 2,091,066 1254171 12,968 - 295,052 459,813 6,163,099 {3.590,704) 15,449,157
Share of net assets of:
Jointly-controlled entities 89,816 362,550 126,879 - - 148,448 109,946 - - 29,813 - 1,067,492
Associates 10,73 16,28 - - - - - - 159,859 153,062 - 339,865
5473521 2,641,384 1,235,016 2,091,066 1,254,171 181,416 309,946 295,052 619,672 6,345,974 (3,590,704) 16,856,514
Unallocated assets 560,197
Total assets 17,416,711
Segment liabilities 1,295,686 223,620 216,085 482,786 404,370 37,3%0 - 414,800 95,807 2,438,381 (3.590,704) 2,018
Unaltocated labilities 4,307,783
Total liabilities 6,926,004
Other segment information:
Depreciation 247,138 49,296 56,977 44757 85 14,391 9,465 10,101 1,285 29,296 - 462,791
Amortisation:
Goodwill /(negative goodwill), net 3 42 pe,78) 687 - - - - 10,630 5,650 - 119,174)
Intangible assets - - - 17.915 70,654 - 1,413 - 1887 - - 91,869
tmpairment lasses - 4518 - - - - 5078 - - 41,174 - 50,790
Capital expenditure 485,022 24151 143,119 3,491 - 2,539 UALL 10,860 10,903 86,366 — 787,640
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4. SEGMENT INFORMATION (continued)

(2) Business segments (continued)

The following tables present revenue, profit/(loss) and certain asset, liability and expenditure

information for the Group's business segments for 2001:
2001

Group

Telecom-
munications
Property and IT
Exoressway Water construction related
Brewery Retail Dairy and toll road  treatrnent Hotel Tourism and  services anc  Corporate
operations  operations  operations  operations  operations  operations  operations  development products  and others  Eliminations Consolidated
HKS'000 HKS'000 HKS'000 HKS'000 HKS'C00 HKS'C00 HKS'000 HKS'000 HKS'CO0 HK$'000 HK$'000 HKS'000

Segment revenue:

Sales to external customers 2,020,167 1916.821 947.230 314354 3275 136.676 160770 79363 135.886 194,264 - 6,227.282

intersegment sales - - - - - - - - - 2993 (2.993) -

Other revenue 23627 33700 48,750 6351 - 3.882 1458 3705 28 10,600 - 132101

Total 2.043.794 1650,521 595.980 320.70% sl 140,553 162,228 83068 135.914 207.857 (2.993) 6,359,383
Segment results 209,461 61.984 88,647 22230 158,680 14.293 23337 12168) 17.608 {86.573) 697,380
Interest income 140,606
Unallocated revenue and gains 10.871
Unallocated expenses (5.000)
Profit from operating activities 943.857
Finance costs {251.416)
Share of profits anc losses of:

Jaintly-controlled entities {9.058) (943) 17.978 - - - - - - - - 7.980

Associates - 22 - - - - - - 195,054 6293 - 201474

smortisation of goodwill arising on

acquisition of jointly-

controllec entities (339) (342} - -~ - - - - - - - {681)
Profit before tax 90121
Tax (167.736]
Profit before mincrity interests 733475
Minority interests (195.947)

Net profit from ordinary activities

attributable to shareholders 577528
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4. SEGMENT INFORMATION (continued)
{a) Business segments (continued)

2001 (continued)

31 December 2002

Group
Telecom-
munications
Property and T
Expressway Water construction related
Brewery Rezail Dairy and toll road  treatment Hotel Tourism and services and  Corporate
operations operations operations  operations  operations  operations  operations  devetopment products  and others  Eliminations  Consolidated
HKS'DOO  HKS'000  HK$0GO HKS'000 HK$'000 HK$'000 HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
Segment assets 420128 2,209,671 1,095.451 1497880 1331656 569128 363918 190,084 23,25 7.374.406 (3.810,054) 15,245,480
Share of net assets of:
Jointly-controlled entities 90,412 352,254 125,408 - — - - - an 2,440 - 570.985
Associates 1085 18.410 - - - 235 - - 273,045 76,057 - 38078
Bank overdrafts included in
segment assets - - - - - - - - - n.484 - 1,484
43N391 2580335 1220859 1.497.880 1331656 571,483 363.915 150,084 486731 7464387 {3.810.054) 16,208 667
Unallocated assets 445163
Toral assets 16,657,830
Segment liabilities 1,056,986 304.714 4an27s 107,546 13.720 62.758 40327 166,274 52552 3167372 (3.810.054) 1673473
8ank overdrafts included in
segment assets - - - - - - - - - N484 - 1.484
1056986 304714 411,278 107.546 H3.720 62.758 40.327 166,274 52552 3,178,856 {3.810.054) 1.6B4.957
Unaliocated liabilities 4,693.848
Total liabilities 6,378,805
Other segment information:
Depreciation 208,713 54,934 56389 39.547 63 19,724 8932 19,418 283 21,458 - 429,471
Amortisation:
Goodwill/[negative goodwill), net (29} 0 (36.748) - - - - - 2679 - - {31.456)
Intangible assets - - ~- - 70,642 - 1413 - 35 - - 72370
Impairment losses 9.275 - - - - - - - - 5.000 ~ 14,275
Capital expenditure 279.947 11533 121809 36,744 470 11,997 90.387 9597 22,694 35479 — 620,657
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4. SEGMENT INFORMATION (continued)

{b) Geographical segments

The fcllowing table presents revenue and certain asset and expenditure information for the Group's

geographical segments:

Group
Hong Kong Mainland China Overseas Eliminations Consolidated
2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
HK$'000  HKS'000 HK§'000  HKS'000  HKS$'000 HKS'000  HKS'000 HKS'000  HK$'000 HKS'000
Segment revenue:
Sales to external customers 23,169 13708 6,847,209 6,151,320 141,320 62.254 - — 7,011,698 6,227,282
Intersegment sales - - 2,992 2993 - - (2,992) (2,993) - -
Other revenue 16,092 17,935 201,961 14.048 - ng - - 218,053 132,101
Total 39,261 31643 7,052,162 6268361 141,320 62372 (2,992) (2,993} 7,219,751 6,359.383
Other segment information:
Segment assets 4,853,074 5648011 14,124,577 13370.505 62,210 37018 (3,590,704} (3.810.054) 15,449,157 15245480
Share of net assets of:
Jointly-controtled entities - 4n 1,067,492 570,514 - - - —  1,067.492 570,985
Associates 4,942 2177 134,923 378,541 - - - - 339,865 380,718
Bank overdrafts included in
segment assets - 7453 - - - 4,031 - - - 11484
4,858,018 565812 15,526,992  14,319.560 62,210 41,049 {3,590,704) (3,810.054) 16,856,514 16,208,667
Unallocated assets 560,197 449183
Total assets 17,416,711 16,657.830
Capital expenditure 488 1577 771,894 611.291 15,258 7.789 - — 787,640 620,657
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TURNOVER, OTHER REVENUE AND GAINS, NET

31 Decemnber 2002

Turnover represents: (1) the aggregate of the invoiced value of goods sold, net of value-added tax,

consumption tax and government surcharges, and after allowances for goods returned and trade discounts;

(2) the aggregate of revenue from hotel operations, toll revenue, entrance and management service fees and

telecommunications and IT related services, net of business and consumption taxes and government

surcharges; and (3) rental income.

An analysis of the Group's turnover, other revenue and gains, net is as follows:

2002 2001
Notes HK$'00C HKS'000
Turnover

Brewery operations 2,422,130 2,020,167
Retail operations 1,928,209 1,916,821
Dairy operations 1,048,148 947,230
Expressway and toll road operations 378,226 314,354
Water treatment operations 372,951 321,751
Hotel operations 140,958 136,676
Tourism operations 102,582 160,770
Property construction and development 97,491 79,363
Telecommunications and IT related services and products 222,157 135,886
Corporate and others 298,848 194,264
7,011,698 6,227,282

Cther revenue
Negative goodwill recognised as income 37,318 35118
Rental income 42,220 17,549
Service income 14,712 —
Investment income 34,782 12,139
Exchange gains, net - 700
Government subsidies 1,244 7,535
Corporate income tax and value-added tax refund 29,148 27,828
Sales of raw materials 18,477 9,161
Indemnification from a related company recognised 45 25,071 —
Operating concession fees waived by a related party 45(q) 9,544 —
Others 28,360 34,212
240,876 144,242
R
et o /\j:::
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5. TURNOVER, OTHER REVENUE AND GAINS, NET (continued)

2002 2001
Notes HK$'000 HKS$'000

Gains, net

Gain on disposal of subsidiaries 40(c) 2,561 35,504
Gain on deemed disposal of interests in subsidiaries - 1,510
Gain on partial disposal of interest in a subsidiary - 3271
Gain on disposal of long term investments 8,092 5,764
Gain on disposal of short term investments 2,509 46,478
Unrealised gain on revaluation of short term investments, net — 6,203
Gain on disposal of fixed assets, net 2,182 —

15,344 98,730

Other revenue and gains, net 256,220 242,972
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6. PROFIT FROM OPERATING ACTIVITIES

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

31 December 2002

operating expenses, net” on the face of the consolidated profit and loss account.

Y
el
K,
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2002 2001
Notes HK$’000 HKS'000
Depreciation 14 462,791 429,471
Amortisation of operating concessions* 15 89,982 72,055
Amortisation of management information systems® 15 1,887 315
Amortisation of goodwill** 16 13,445 2,981
Negative goodwill recognised as income*** 16 {37,318} (35118)
Minimum lease payments under operating leases:
Land and buildings 70,983 75,369
Leased lines - 5463
Auditors’ remuneration 7,352 7,07
Staff costs (excluding directors’ remuneration — note 8}
Wages, salaries and staff welfare 626,464 478,612
Net pension contributions 73,468 45,873
699,932 524,485
Impairment of fixed assets** 14 5,078 9,275
(Gain)/loss on disposal of fixed assets, net {2,182) 2,295
Research and development expenditure 18,678 3,180
Less: Capitalised in deferred development costs {15,840} —
2,838 3,180
Impairment of long term investments** 45,712 5,000
Unrealised (gain)/loss on revaluation of short term
investments, net 10,100 {6,203)
Exchange {gains)/losses, net 532 (700)
Net rental income (41,370} (38,052)
Investment income:
Listed {737) (2,345)
Unlisted (34,045) (9,794)
* The amortisations of operating concessions and management information systems for the year are included in “Cost of sales” on
the face of the consolidated profit and loss account.
* The amortisation of goodwill for the year. and the impairment of long term investments and fixed assets are included in “Other

***  The negative goodwill recognised in the consolidated profit and loss account for the year is included in “Other revenue and
gains, net” on the face of the consolidated profit and loss account.
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31 December 2002

7. FINANCE COSTS

Group
2002 2001
HK$'000 HK$'000
Interest on convertible bonds 1,628 —
Interest on bank loans and other loans wholly repayable within five years 206,273 235774
Interest on other loans 11,997 16,047
Total finance costs 219,898 251,821
Less: Interest capitalised - (405)
219,898 251,416

8. DIRECTORS' REMUNERATION
Directors’ remuneration disclosed pursuant to the Listing Rules and Section 161 of the Companies

Ordinance, is as follows:

Group
2002 2001
HKS$'000 HKS'000
Fees:

Executive directors - —
Non-executive director 40 40
Independent non-executive directors 180 140
220 180

Other emoluments for executive directors:
Salaries, allowances and benefits in kind 10,067 9,472
Performance related bonuses 850 1,229
Pension scheme contributions 279 257
10,896 10,958
11,116 11,138

o, U pns,
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31 December 2002

DIRECTORS’ REMUNERATION (continued)

The number of directors whose remuneration fell within the following bands is as follows:

2002 2001

Number of Number of

directors directors

Nil-HKS$1,000,000 13 13
HKS$1,000,001-HKS$1,500,000 9 1
HKS$1,500,001-HKS$2,000,000 —_ —
HKS$2,000,001-HKS$2,500,000 2 2
HKS2,500,001-HKS$3,000,000 1 ]
17 17

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

year.

During the year, a total of 2,400,000 share options of Beijing Development (Hong Kong) Limited (“Beijing
Development”), an indirectly owned subsidiary of the Company, were granted to two directors in respect of
their services to Beijing Development Group, further details of which are set out in note 38 to the financial
statements. No value in respect of the share options granted during the year has been charged to the profit

and loss account, or is otherwise included in the above directors' remuneration disclosures.

FIVE HIGHEST PAID EMPLOYEES
The five highest paid employees during the year included four (2001: four) directors. Details of the
remuneration of the five highest paid employees are set out below:

2002 2001

HK$'000 HKS'000

Salaries, allowances and benefits in kind 9,229 8,620
Performance related bonuses 340 1,029
Pension scheme contributions 291 278
9,860 9,927
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9. FIVE HIGHEST PAID EMPLOYEES (continued)

The number of the five highest paid employees whose remuneration fell within the following bands is as

follows:

2002 2001
Number of Number of
employees employees
HKS$1,000,001-HKS1,500,000 1 1
HKS$1,500,001-HKS2,000,000 1 1
HK$2,000,001-HKS$2,500,000 2 2
HK$2,500,001-HKS$3,000,000 1 1
5 5
10. TAX
2002 2001
HiK$’000 HKS$'000
Group:
The PRC
— Hong Kong 710 515
— Mainland China 203,141 115,865
QOverseas 1,062 225
Overprovision in prior years {4,093} —
Deferred — note 36 2,946 12,098
203,766 128,703
Jointly-controlled entities:
Mainland China 12,722 5,897
Associates:
Mainland China 10,561 33,136
Tax charge for the year 227,049 167,736

Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on the estimated assessable profits
arising in Hong Kong during the year. The income tax provision in respect of operations in Mainland China
and overseas is calculated at the applicable tax rates on the estimated assessable profits for the year based

on existing legislation, interpretations and practices in respect thereof.
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31 December 2002

NET PROFIT FROM ORDIMARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS
The net loss from ordinary activities attributable to shareholders dealt with in the financial statements of
the Company is approximately HKS$93,136,000 (2001: net profit of HK$352,318,000).

DIVIDENDS
2002 2001
HK$'000 HK$'000
Interim — HKS0.70 (2001: HK$0.10} per ordinary share 62,250 62,250
Proposed final — HKS0.18 (2001: HKS$0.18) per ordinary share 112,050 112,050
174,300 174,300

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

forthcoming annual general meeting.

EARNINGS PER SHARE

The calculation of earnings per share is based on the net profit from ordinary activities attributable to
shareholders for the year of HK$410,238,000 (2001: HKS$577,528,000) and the weighted average of
622,500,000 {2001: 622,500,000) ordinary shares in issue during the year.

Diluted earnings per share for the years ended 31 December 2002 and 2001 have not been shown because
the exercise of the outstanding share options of the Company during these years would not have a diluting

effect on the earnings per share.

The convertible bonds of the Group were issued by Beijing Yanjing Brewery Company Limited (“Yanjing
Brewery”), a subsidiary of the Company, which are convertible into ordinary shares of Yanjing Brewery, and

hence, would not have a diluting effect on the earnings per share.
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Group
Furniture,
Expressway fixtures Investment
and related Land and Leasehold Plant and and office Motor Construction and hotel
structures buildi impr hinery quip vehictes in progress properties Total
HKS'000 HKS'000 HKS'000 HKS'000 HKS'G00 HKS'000 HKS'000 HK$'000 HK$'000
(Nore f) (Note b} {Note ¢}
Cost or valuation;
At 1January 2002 1,195,358 3.023.032 284,336 2,879.741 339877 222,032 377.86%9 757,082 9.079.327
Acquisition of subsidiaries — 169.247 36,242 489189 5.767 15,569 3127 - HANREY
Additions - 62,225 13,402 151393 55.283 39,303 442,766 12138 776,510
Transfer from construction in progress 9.376 71374 102 $1.900 2.810 1.681 (177.243) — -
Disposals - (34.234) (2,608} (55.272) 7412y (6.786) (37,066 (1.436) (154,814)
Disposal of subsidiaries - {108 689} (12,080} (123.190) 181.220) (19.697) (16,19 (465763 (826.758)
Revaluation surplus, net - - - - - - - 2907 2907
Reclassifications - (17,473) - 29,580 02107 - - - -
Exchange realignment 203 454 42 491 55 37 64 92 1438
At 31 December 2002 1204937 3165936 319436 3463812 303.053 252139 593398 295,020 9.597.751
Comprising:
At cost 1,204.937 3,185,936 319,438 3,463,832 303,083 252,139 593,398 — 5.302.731
At 2002 valuation - - - - - - - 295,020 295,020
1204.937 3165936 319.436 3463832 303.053 252,139 593.398 295,020 9,597,751
Accumulated depreciation and impairment:
At 1 January 2002 88,148 472,823 179,618 1na,0n 146,971 96.005 - — 2097576
Acquisition of subsidiaries — 57.935 26642 156.444 2,87 9,100 - - 252.308
Depreciation provided for the year 23,808 83717 44,607 258367 45343 26949 - - 462791
Provision for impairment - - - — - - 5.078 — 5078
Disposals - 128.552) (12¢) (36,653 (6,146} (4.392) — - {76.867)
Disposal of subsidiaries - (13.285) (1,689) (72.100) (42,242) (9.709) (5.078) - (144,103
Reclassifications - Q7.052) — 21,597 (4.545) - — - -
Exchange realignment 14 56 24 190 23 15 - - 322
At 31 Decenber 2002 me7o 535.642 248,078 1,441.856 141591 n7,968 - - 259705
Net book value:
At 31 December 2001 1,092,967 2,630,294 71358 2021976 161462 134,171 593398 295,020 7.000.646

At 31 December 2001 1107.210 2,550,209 104,718 1765730 192,906 126,027 377.869 757.082 6,981,751




e e
NOTEE T

S NANT AL S

SO AEENTS

14. FIXED ASSETS (continued)

{a)

(e}

31 December 2002

The land and buildings, investment properties, hotel properties and expressway and related structures
included above are held under the following lease terms:

Group
Hong Kong Elsewhere Tetal
HKS'000 HKS$'000 HKS$'000
Long term leases 145,905 - 145,805
Medium term leases 56,840 4463148 4,519,988
202,745 4,463,148 4,665,893

Construction in progress

Construction in progress represents the following major projects which remained incomplete as

at 31 December 2002:

Group

Expected year

MName of project of completion HKS'000
Wangfujing Beixia 2003 186,750
Brewery production plants 2003-2004 331,461
Other projects Various 75187
593,398
Investment and hotel properties
Group
Investment Hotel
properties properties Total
HKS'000 HKS$'000 HK$'000
At 1 january 2002 273,738 483,344 757,082
Additions 12,138 — 12,138
Disposals (2,965) (8,471) (11,436)
Disposal of subsidiaries - (465,763) (465,763)
Revaluation surplus/(deficit), net (5,661 8,568 2,907
Exchange reatignment 7 81 92
At 31 December 2002 277,261 17,759 295,020
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31 December 2002

14.

FIXED ASSETS (continued)

(d)

(e}

Certain of the above land and buildings, plant and machinery, investment and hotel properties with
an aggregate net book value at the balance sheet date of H<$512,629,000 (2001: HKS$501,996,000) were

pledged to secure certain bank and other loans granted to the Group {note 33).

At 31 December 2002, the investment and hotel properties were revalued by DTZ Debenham Tie
Leung Limited, CB Richard Ellis Limited and American Appraisal Hongkong Limited, independent
professionally qualified valuers. The investment properties were revalued on an open market income
capitalisation basis or an open market value basis using the Direct Comparison Method or the
Depreciated Replacement Cost Approach. The hotel properties were revalued on an open or a fair

market income capitalisation basis.

Certain land and buildings of the Group and the Company were reclassified from investment
properties during the year ended 31 December 2000 at the then carrying amount of HK$41,000,000, as
valued on 31 December 1999 by DTZ Debenham Tie Leung Limited, an independent professionally

qualified valuer, on an open market value basis.

Had the carrying values of the Group's revalued hotel properties and land and buildings been carried
at historical cost less accumulated depreciation, their carrying values would have been HK$21,506,000
(2001: HK$350,239,000) and HK$37,152,000 (2001: HKS$38,053,000), respectively.

The investment properties are leased to third parties under operating leases, further summary details
of which are included in note 42(a) to the financial statements. The gross rental income received and
receivable by the Group in respect of these investment properties amounted to HK$20,598,000 (2001:
HK$20,291,000) for the year.
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31 December 2002

14. FIXED ASSETS (continued)

Company
Furniture,
fixtures
Land and Leasehold and office Motor Investment
buildings improvements equipment vehicles properties Total
HKS'000 HKS'000 HKS'000  HKS'000 HK$'000  HKS'000
Cost or valuation:
At 1 January 2002 41,000 9,239 4,386 940 142,000 197,565
Additions — — 247 — — 247
Disposals — — (25) — — (25)
Revaluation deficit — — — — (8,000) (8,000)
At 31 December 2002 41,000 9,239 4,608 940 134,000 189,787
Comprising:
At cost 41,000 9,239 4,608 940 — 55,787
At 2002 valuation — — - — 134,000 134,000
41,000 9,239 4,608 940 134,000 189,787
Accumulated depreciation:
At 1 January 2002 660 7,500 3,244 724 — 12,128
Provided for the year 932 1,510 784 151 - 3377
Disposals — — (24) — — (24)
At 31 December 2002 1,592 9,010 4,004 875 — 15,481
Net book value:
At 31 December 2002 35,408 229 604 65 134.000 174,306
At 31 December 2001 40,340 1,739 1,142 216 142,000 185,437

‘The Company’s land and buildings and investment properties are all situated in Mainland China and held

under medium term leases.
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31 December 2002

15. INTANGIBLE ASSETS

Group

Management Deferred
Operating " information development
concessions systems costs Total
HKS'000 FKS$'000 HKS'000 HKS'000
{Note a) (Note b)
Cost:
At 1 January 2002 1,469,369 18,868 — 1,488,237
Acquisition of a subsidiary 614,313 - - 614,313
Additions - — 1,130 11,130
Disposal of a subsidiary {56,523) — — (56,523)
Exchange realignment 162 - - 162
At 31 December 2002 2,027 321 18,868 1,130 2,057,319
Accumulated amortisation:
At 1 )anuary 2002 216,166 315 — 216,481
Provided for the year 89,982 1,887 - 91,869
Disposal of a subsidiary (5.652) - - {5,652)
Exchange realignment 38 — — 38
At 31 December 2002 300,534 2,202 — 302,736
Net book value:
At 31 December 2002 1,726,787 16,666 11,130 1,754,583
At 31 December 2001 1,253,203 18,553 — 1,271,756




NOTES TO ENANTIAL STAT-MENTS

15.

31 December 2002

INTANGIBLE ASSETS (continued)

(@)

Operating concessions

(i)

i)

Pursuant to a concession agreement dated 17 June 1998 entered into between Beijing Long Qing
Xia Tourism Development Co., Ltd. {"LQX Tourism"} and T 58 8 # & 12 & ("LQX Management”),
LQX Tourism acquired at a consideration of RMB60 millicn an operating right from LQX
Management to sell entrance tickets and provide tourism services in Longqingxia, a scenic area
in Beijing, for a period of 40 years commencing on 19 August 1998. An additional concession fee
is payable as determined by reference to the turnover of LQX Tourism for an accounting year
based on the following progressive rates:

Concession
Turnover fee rate
The portion exceeds RMB35 million but less than RMB70 million, inclusive 20%
The portion exceeds RMB70 million but less than RMB100 million, inclusive 30%
The portion exceeds RMBI0O million 40%

LQX Tourism was a 75% indirectly owned subsidiary of the Company and whole of the
Company’s equity interest in LQX Tourism was transferred, as part of the Group’s capital
contribution, to Beijing Tourism Development Company Limited (“B] Tourism Development”), a
jointly-controlled entity, in November 2002, further details of which are set out in note 45(w)
to the financial statements. Accordingly, the operation concession was transferred to B)
Tourism Devetlopment Group thereafter.

Pursuant to a concession agreement dated 13 July 1998 entered into between the Company and
1L R 8wk 2 7 (“Beijing Water”), the Company acquired at a consideration of RMB1.5 bitlion
an operating right from Beljing Water to operate a water purification and treatment plant No. 9
Phase | in Beijing and sell purified water, for a period of 20 years commencing on 24 November
1998. Beijing Water has guaranteed the Company a net cash inflow of RMB210 million from the
water purification and treatment business for each of the year in the concession period. The
concession right so granted was subsequently transferred by the Company to Beijing Bei Kong
Water Production Co., Ltd,, a wholly owned subsidiary set up by the Company for the purpose
of holding this concession right and engaging the water purification and treatment business.

Pursuant to a cooperative joint venture agreement dated 18 July 2001 entered into between
Hong Kong Zhong Ji Facility Investment Co. Ltd. {("Zhong Ji"), a 96.5% indirectly owned subsidiary
of the Company acquired during the year, and £ 5 & 2 & 5K 2 & ("Shiguan Road Limited”)
for the establishment of Shenzhen Guanshun Road & Bridge Co., Ltd. (“Shenzhen Guanshun”), a
53.08% indirectly owned subsidiary of the Company, and as approved by relevant government
authorities, Shiguan Road Limited transferred to Shenzhen Guanshun at a total consideration of
RMB6&52 mitlion a right to operate the Shenzhen Shiguan Road and Bridge, which is located in
Shenzhen Municipality, the PRC, for a period of 20 years commencing on 12 April 2002.
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T =
RS ey T
T A R




o < A}

31 December 2002

15. INTANGIBLE ASSETS (continued)

(b) Deferred development costs
A government assistance of HK$4,710,000 was received from a PRC government authority during the
year in relation to a technology development project undertaken by the Group and was accounted

for as a deduction in arriving at the carrying value of deferred development costs.

16. GOODWILL AND NEGATIVE GOODWILL
The amounts of the goodwill and negative goodwill capitalised as an asset or recognised in the

consolidated balance sheet, arising from the acquisition of subsidiaries and minority interests, are as

follows:
Group
Negative
Goodwill goodwill
HK$'000 HKS'000
Cost:
At 1 January 2002 129,469 (81,466)
Acauisition of subsidiaries (note 40(b)) 42,256 (5,445)
Acquisition of minority interests — (412)
Exchange realignment - (14)
At 31 December 2002 171,725 (87,337)
Accumulated amortisation/(recognition as income):
At 1 January 2002 ' 2,981 (35,118)
Amortisation provided/(recognised as incomej for the year 13,445 (37,318)
Exchange realignment — (7)
At 31 December 2002 16,426 (72,443)
Net book value:
At 31 December 2002 155,299 (14,894}
At 31 December 2001 126,488 (46,348)
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16. GOODWILL AND NEGATIVE GOODWILL (continued)

31 December 2002

As detailed in note 3 to the financial statements, on the adoption of SSAP 30, the Group applied the

transitional provision of SSAP 30 which permitted goodwill and negative goodwill in respect of acquisitions,

which occurred prior to 1January 2001, to remain eliminated against or credited to the consolidated capital

reserve, respectively.

The amounts of the goodwill and negative goodwill remaining in the consclidated capital reserve as

at 31 December 2002, arising from the acquisition of subsidiaries prior to 1 january 2001, are as follows:

Group
Goodwill Megative goodwill
eliminated against credited to
consclidated consolidated
capital reserve capital reserve
HK$'000 HKS$'000
Cost:
At 1 January 2002 551,873 (756,635)
Reclassification to interests in jointly-controlled
entities upon disposal of subsidiaries — note 18 (121,850) —
At 31 December 2002 430,023 (756,635)
Accumulated impairment:
At 1 January and 31 December 2002 — -
Net amount:
At 31 December 2002 430,023 {756,635)
At 31 December 2001 551,873 (756,635}
P
v



31 December 2002

17. INTERESTS IN SUBSIDIARIES

Company

2002 2001

HK$'000 HKS'000

Unlisted shares, at cost 3,970,343 3,764,724
Due from subsidiaries 2,182,269 2,291,313
Loans to a subsidiary 20,255 200,226
Due to subsidiaries (390,511) (382,808)
5,782,356 5,873,455

Less: Provision for impairment {92,033} (55,000}
5,690,321 5,818,455

The amounts due from/to subsidiaries are unsecured, interest-free and have no fixed terms of repayment.

The loan to a subsidiary as at 31 December 2002 is unsecured, bears interest at prevailing market rate of

bank loans with similar tenure and is repayable in 2003.

Particulars of the principal subsidiaries are as follows:

Place of
incorpeoration/
registration

Issued and
paid-up capital/

Percentage of
attributable equity
interest held by

Company name and operations registered capital Company Group Principal activities
Beijing Yanjing Brewery The PRC/ Ordinary — 55.45 Production and
Company Limited” Mainland China RMB667,424,500 sale of beer
BREH(RESE) The PRC/ RMB128,543,384 — 286 Production and
B BRA A Mainland China sale of beer
(Baotou Yanjing Brewery
Company Limited)

IRBER(EMRER) The PRC/ RMB99,000,000 — 37757 Production and
eg Rl NE] Mainland China sale of beer
(Beijing Yanjing (Guilin
Liquan) Company Limited)®

FEFIEHE(FE)EREFERQS The PRC/ RMB83,070,200 — 48157 Production and

(Yanjing Brewery (Chifeng)
Company Limited)

Mainland China

sale of beer
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INTERESTS IN SUBSIDIARIES (continued)

Place of
incorporation/
registration

Issued and
paid-up capital/

Percentage of
attributable equity
interest held by

31 December 2002

Company name and operations registered capital Company Group Principal activities

EEBH(BMAERITLT The PRC/ RMB86,880,000 — 3357 Production and
(Yanjing Brewery (Ganzhou) Maintand China sale of beer
Company Limited)

AT E (G ERE LA T The PRC/  RMBI80,660.000 - 51.99 Production and
(Yanjing Brewery (Hengyang)  Mainland China sale of beer
Company Limited)

HEEREELSRAR The PRC/ RMB95,000,000 — 49.62" Production and
{Hunan Yanjing Brewery Mainland China sale of beer
Company Limited)

AR BEERETAF The PRC/ RMB129,511,385 - 421 Production and
(Jiangxi Yanjing Brewery Mainland China sale of beer
Company Limited)

FeREHE (EN)GR D F) The PRC/ RMB187,053,800 — 69 Production and
(Yanjing Brewery (Laizhou) Mainland China sale of beer
Company Limited)

MEEE(LEES) The PRC/ RMB83,499,643 — 30.91" Production and
A% 15 B R A 5] Mainland China sale of beer
(Yanjing Brewery {Shandong
Wuming) Company Limited)

FREH(EH)BHRARDD) The PRC/ RMB80,700,000 - 52.71 Production and
(Yanjing Brewery (Xiangfan) Mainland China sale of beer
Company Limited)

EREAEEAR AT The PRC/ RMB50,000,000 - 49.91" Production and
(Fujian Yanjing Brewery Mainland China sale of beer
Company Limited)®

Beijing Wangfujing Department The PRC/ Ordinary — 50.1 Department store
Store {(Group) Co., Ltd. Mainland China RMB392,973,026 operations
(“wangfujing"}’

KT+ EEERAT The PRC/ RMBS50,000,000 — 35.07 Department store

(Chengdu Wang Fu Jing
Department Store Co., Ltd.)

Mainland China

operations
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31 December 2002

INTERESTS IN SUBSIDIARIES (continued)

Company name

Place of

incorporation/

registration

and operations

Percentage of

Issued and attributable equity

paid-up capital/
registered capital

Company

interest held by
Group

Principal activities

ENERFEERE
EREMEAT
(Guangzhou Wangfujing
Department Store Company
Limited)

REIRAEEERAEEIRAG
(Wuhan Wangfujing
Department Store Company
Limited)®

REIMFEEEREELA
(Baotou Wangfujing
Department Store Co., Ltd.)?

Beijing San Yuan Foods Co., Ltd.
(“San Yuan")

HiAB=TAXEREELA
{Hu Lun Bei Er San Yuan Dairy
Company Limited)

Beijing Capital Expressway
Development Co., Ltd.

Shenzhen Guanshun Road &
Bridge Co., Ltd.®

Beijing Bei Kong Water
Production Co., Ltd.

EREXEFEHEME QA
(Beijing Hongye Real Estate
Development Co.)

tR=TR#EFHE
MEBERT
(Beijing San Yuan Jia Ming
Property Development
Company Limited)

The PRC/
Mainland China

The PRC/
Mainland China

The PRC/
Mainland China

The PRC/

Mainland China

The PRC/

Mainland China

The PRC/

Mainland China

The PRC/
Mainland China

The PRC/
Mainland China

The PRC/

Mainland China

The PRC/
Mainland China

RMB10,000,000

RMB10,000,000

RMB10,000,000

RMB485,000,000

RMB41,249,861

.USS64,053,7OO

RMB217,500,000

US$1,000,000

RMB30,000,000

RMB30,000,000

100

49.60"

30.06°

50.08

7477

48.60°

96

53.08

100

Sl

56.08

Department store
operations

Department store

operations

Department store
operations

Production and sale
of dairy products
Production and sale
of dairy products
Operation of an

expressway

Operation of
a toll road

Operation of a water
treatment plant

Property investment

and development

Property
development
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17. INTERESTS IN SUBSIDIARIES (continued)

31 December 2002

Place of Percentage of
incorporation/ issued and attributable equity
registration paid-up capital/ interest heid by
Company name and operations registered capital Company Group Principal activities
Beijing Maglev Technology The PRC/  RMB80,000,000/ 51 59.7 Research and
Development Co., Ltd Mainland China ~ RMB100,000,000 development of
magnetic levitation
technology and
provision of
related services
Beijing Development (Hong Hong Kong HKS446,258,750 - 53.93 Investment holding
Kong) Limited”
Becom Software Co., Ltd. The PRC/ RMB50,000,000 — 32367 Provision of
Mainland China management
information system
services
Beijing Enterprises Teletron The PRC/ RMB65,000,000 — 53,93 Construction of
Information Technology Mainland China information
Co., Ltd. networks, provision
of IT technical
support and
consultation
services, and trading
of IT products
Human Education Information The PRC/ RMB10,000,000 — 32367 Construction of
Service Co., Ltd.® Mainland China information
networks, provision
of IT technical
support
Beijing Enterprises Holdings The PRC/ Us$30,000,000 80 80 Investment holding
High-Tech Development Mainland China
Co., Ltd.
Beijing Enterprises Holdings The PRC/ HK$61,100,000 100 100 Provision of

investment Management
Co., Ltd.

Mainland China

management and

consultancy services

PR Q)
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17. INTERESTS IN SUBSIDIARIES (continued)

Place of Percentage of

incorporation/ Issued and attributable equity

registration  paid-up capital/  interest held by

Company name and operations registered capital Company Group Principal activities

ItREWREHESHED A The PRC/ US$2.700,000 51 51 Production and
(Beijing Feng Shou Winery Mainland China sale of wine
Co., Ltd)

GhRIERESBEER AT The PRC/ RMB11,880,000 51 51 Production and
(Beijing Shun Xing Wine Mainland China sale of wine
Co., Ltd.)

Beijing Western-Style Food The PRC/ RMB15,750,000 — g5 Processing and sale
Co., Ltd. Mainfand China of food products

GTEERYPEREETESR LR The PRC/ US$4,000,000 — 4611 Property investment
(Beijing Development Mainland China

Property Investment and
Management Co., Ltd)

Beijing Enterprises (Properties) British Virgin Ordinary 100 100 Property investment

Limited Islands/ us$160
Hong Kong

Helken Industries Limited Hong Kong Ordinary 100 100 Property investment
HKS2

IR RPBEEYFEITER DB The PRC/ RMB40,000,000 - 4436" Production and

(Beijing Yanjing Zhong Fa Maintand China sale of biochemical

Biochemical Technology products

Company Limited)
These entities are accounted for as subsidiaries by virtue of control over the entities.

Shares of Yanjing Brewery are listed on the Shenzhen Stock Exchange. The shares in Yanjing Brewery held by the Group are legal
person shares and cannot be traded on any stock exchange.

Shares of Wangfujing are listed on the Shanghai Stock Exchange, Approximately 194,594,400 shares (or 49.52% interest) in Wangfujing
held by the Group are legal person shares and cannot be traded on any stock exchange.

Shares of Beijing Development are listed on the Stock Exchange.
Acquired/incorporated during the year.
The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally

affected the results for the year or formed a substantial portion of the net assets of the Group. To give

details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive length.
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31 December 2002

18. INTERESTS IN JOINTLY-CONTROLLED ENTITIES

Group Company

2002 2001 2002 2001

HK$’000 HKS'000 HK$'000 HK$'000

Unlisted shares, at cost - — 28,286 -
Share of net assets 1,067,492 570,985 — —
Geodwill on acquisition 22,381 19,717 - —
Due from jointly-controlled entities 10,023 8,754 - —
Due to jointly-controlled entities {51,900) (4,004) - —
1,047,996 595,452 28,286 —

The amount of the goodwill capitalised as an asset in the consolidated balance sheet, arising from the

acquisition of jointly-controlled entities, is as follows:

Group
Goodwil
HKS$'000
Cost:
At 1 January 2002 20,398
Acquisition of jointly-controlled entities 7358
Exchange realignment 5
At 31 December 2002 27,761
Accumulated amortisation:
At 1 January 2002 681
Amortisation provided for the year 4,699
At 31 December 2002 5,380
Net book value:
At 31 December 2002 22,381
At 31 December 2001 19,717
N D
N ”{‘7:: (E\ ‘ C’—(f\:s
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31 December 2002

18. [INTERESTS IN JOINTLY-CONTROLLED ENTITIES (continued)
As detailed in note 3 to the financial statements, on the adoption of SSAP 30, the Group applied the
transitional provision of SSAP 30 which permitted goodwill in respect of acquisitions, which occurred prior

to 1 January 2001, to remain eliminated against the consclidated capital reserve.

The amount of the goodwill remaining in the consolidated capital reserve, arising from the acquisition of

jointly-controlled entities prior to 1 January 2001, is as follows:

Group
Goodwill
eliminated against
consolidated
capital reserve
HKS$'000
Cost:
At 1 January 2002 -
Reclassification from goodwill and negative goodwill upon disposal
of subsidiaries — note 16 121,850
At 31 December 2002 121,850
Accumulated impairment:
At 1 January and 31 December 2002 —
Net amount:
At 31 December 2002 121,850

At 31 December 2001 _

The amounts due from/to jointly-controlled entities are unsecured, interest-free and have no fixed terms

of repayment.

The Group's trade receivable balances due from the jointly-controlled entities are disclosed in note 26 to

the financial statements.
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INTERESTS IN JOINTLY-CONTROLLED ENTITIES (continued)

Particulars of the principal jointly-controlled entities are as follows:

Percentage of

31 December 2002

Ownership
Place of interest
incorporation/ Issued and attributable
Business registration  paid-up capital/ to the Voting Profit

Company name structure and operations registered capital Group power sharing Principal activities

EREE(dE=F) Corporate The PRC/ RMB230,769,200 46.6 57.1 52 Production and
BREFERT Mainland China sale of beer
(Yanjing Beer (Qu Fu
Sankong) Co., Ltd)

Beijing McDonald's Food  Corporate The PRC/ US$$20,800,000 37.39 50 50 Provision of fast
Co., Ltd. Mainfand China food services
(“Beijing McDonald's")

Beijing Tourism Corporate  Cayman Islands HK$10,000 40 44.4 40 Investment holding
Development
Company Limited®

Jian Guo Hotel Joint Corporate The PRC/ US523,000,000 20.2 50.5 50.5 Hotel operations
Venture of Beijing Mainland China
{*Jian Guo Hotel")

Beijing Badaling Tourism Corporate The PRC/  RMB286,000,000 30 75 75 Operation of tourism
Co, Ltd. Mainland China businesses and
(“Badaling Tourism") hotel operations

Beijing Long Qing Xia Corporate The PRC/ RMB120,000,000 30 75 75 Operation of
Tourism Development Mainland China tourism businesses
Co.. Ltd”

TRIAHEREY Corporate The PRC/ US$59,600,000 25.05 50 50 Provision of retail
MEERFRAT Mainland China management
(Beijing Wang Fu Jing services
Retail Management
Company Limited)

TFEEEBEREADID Corporate The PRC/  RMB280,000,000 25.05 42.9 50 Department store
{Shuang An Mainland China operations
Department Store
Company Limited)

TN ERER Corporate The PRC/  RMBI100,000,000 26.05 50 52 Property development
ERERQA Mainland China
(zhong Guan Cun
Universal Mall
Department)

tFREEFEBEERLT Corporate The PRC/ RMB100,000,000 30 286 30 Production and
{Beijing Qin Chang Mainland China sale of flat glasses
Glass Company
Limited)™?
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31 December 2002

18. [INTERESTS IN JOINTLY-CONTROLLED ENTITIES (continued)
¥ These companies are accounted for as jointly-controlled entities of the Company instead of subsidiaries as previously did after the
Group has disposed substantially all of its hotel and tourism operations to BJ Tourism Development, a jointly-controlled entity of the
Company, during the year, further details of which are set out in note 45(w) to the financial statements.
¥ Except for this directly held jointly-controlled entity, all of the other jointly-controlled entities are indirectly held by the Company.
8 Acquired/incorporated during the year.
The above table lists the jointly-controlled entities of the Group which, in the opinion of the directors,
principally affected the results for the year or formed a substantial portion of the net assets of the Group.
To give details of other jointly-controlled entities would, in the opinion of the directors, result in
particulars of excessive length,
The following is a condensed summary of additional financial information of Jian Guo Hotel, Badaling
Tourism and LQX Tourism, which became jointly-controlled entities of the Group during the year as
mentioned above:
Jian Guo Hotel Badaling Tourism LQX Tourism
2002 2001 2002 2001 2002 2001
HK$'000 HKS'000 HX$'000 HKS'000  HK$'000 HKS$'000
RESULTS
Turnover 107,967 107,712 91,047 154,058 42,257 35,676
Profit before tax 12,828 14,547 34,807 16,662 10,640 4,441
Profit after tax 8,121 11,296 16,605 16,662 6,572 2,567
Share of profit after tax
attributable to the Group* 4,101 5,704 12,454 12,497 4,929 1,925
* Operating results of Jian Guo Hotel, Badaling Tourism and LQX Tourism were consolidated to the financial statements of the Group
for the years ended 31 December 2002 and 2001 until they became jointly-controlled entities of the Group in December 2002.
2
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9.

INTERESTS IN JOINTLY-CONTROLLED ENTITIES (continued)

31 December 2002

Jian Guo Hotel Badaling Tourism LQX Tourism
2002 2001 2002 2001 2002 2001
HK$’000 HKS'000 HX$'000 HKS'000 HKS$'000 HKS$'000
ASSETS AND LIABILITIES
Fixed assets 272,084 272,749 360,023 379,376 39,615 37,961
Operating concession - — -_ - 50,871 52,276
Other non-current assets 2,561 2,355 29,821 2,594 - —
Current assets 80,351 39,369 90,724 112,688 37,936 38,624
Current liabilities {26,063) (21,484) {160,133}  (171245) {9,940} (4,910)
Non-current liabilities - — {20,725} (39,560) - —
Net assets 298,933 292,989 299,650 283,853 118,482 123,951
Share of net assets attributable
to the Group 150,961 147,959 224,767 212,890 88,862 92,963
INTERESTS IN ASSOCIATES
Group Company
2002 2001 2002 2001
HKS$'000 HKS' 000 HX$'000 HKS'000
Unlisted shares, at cost - — 141,742 N3,473
Share of net assets 339,865 380,718 - —
Due from associates 63,808 36,053 - 1,778
Loans to associates - 176,070 - 141,285
Due to an associate {317} — - —
403,356 592,841 141,742 256,536

As detailed in note 3 to the financial statements, on the adoption of SSAP 30, the Group applied the

transitional provision of SSAP 30 which permitted goodwill in respect of acquisitions, which occurred prior

to 1 January 2001, to remain eliminated against the consolidated capital reserve.

The amount of goodwill remaining in the consolidated capital reserve, arising on the acquisition of

associates prior to 1January 2001, was HK$224,569,000 as at 1January and 31 December 2002. The amount of

goodwill is stated at cost.
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31 December 2002

INTERESTS IN ASSOCIATES (continued)

The loans to associates in the prior year were unsecured and included an interest-free loan of

HKS$34,785,000 and a loan of HKS$141,285,000, which bore interest at 5.85% per annum. The amounts due

from/to associates are unsecured, interest-free and have no fixed terms of repayment.

Particulars of the principal associates are as follows:

Company name

Business
structure

Place of
incorporation/
registration
and operations

Issued and
paid-up capital/
registered capital

Percentage of

Cwnership
interest

attributable

to the
Group

Voting  Profit
power sharing

Principal activities

Beijing International

Switching System

Co., Ltd.

Corporate

The PRC/
Mainland China

U5545,520,000

40

333 40

Production and
sale of telecom-
munications
products

Beijing Peking University Corporate The PRC/ RMB80,000,000 26.55 222 26.55 Production and
WBL Biotech Co., Ltd." Maintand China sale of healthcare
products

RAELLEEYEE Corporate The PRC/ RMB70,017,528 28 333 35 Production and
BB AERZE Mainland China sale of
(Zhongsheng Beikong pharmaceutical
Bio-Technology products
Company Limited)

EETREE—FE Corporate The PRC/ RMB50,000,000 38 22.2 38 Development and
BRRA Mainland China operation of smart
(Beijing Municipal card system
Administration &

Communications Card
Co., Ltd)
1t T B R & BT Corporate The PRC/ RMB130,000,000 40 36.4 40 Production and

BEBBLF
[BMEI Co., Ltd)?

Mainland China

T Except for this directly held associate, all of the other associates are indirectly held by the Company.

3

Incorporated during the year.

sale of mechanical
and electrical
equipment

The above table lists the associates of the Group which, in the opinion of the directors, principally affected

the results for the year or formed a substantial portion of the net assets of the Group. To give details of

other associates would, in the opinion of the directors, result in particulars of excessive length.
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INTERESTS IN ASSOCIATES (continued)

31 December 2002

The following is a condensed summary of additional financial information of a major associate, Beijing

International Switching System Co., Ltd.

Year ended 31 December

2002 2001
HK$'000 HK$'000

RESULTS
Turnover 1,438,277 3,828,029
Profit before tax 109,900 487,634
Profit after tax 88,520 407,725
Share of profit after tax attributable to the Group 35,408 163,090

31 December

2002 2001
HK$'000 HKS'000

ASSETS AND LIABILITIES
Fixed assets 228,965 213,700
Other non-current assets 375,064 464,714
Current assets 1,516,514 2,679,144
Current liabilities {1,71,187) (2,652,129)
Non-current liabilities {9,710) (22,816)
Net assets 399,646 682,613
Share of net assets attributable to the Group 159,858 273,045




31 December 2002

PLEDGED BANK BALANCES AND TIME DEPOSITS
Group
2002 2001
HK$'000 HKS'000

Pledged bank balances 27,673 15,937
Pledged time deposits 45,082 24,634

72,755 40,571
Less: Portion classified as current assets {62,854) (29,719)

Long term portion 9,901 10,852

Short term pledged time deposits of HKS44,116,000 (2001: HK$24,634,000) and a short term pledged
balance of HK$5,085,000 in the prior year were pledged to banks to secure certain short term bank

loans granted to the Group.

(i} A long term pledged bank balance of HK$9,901,000 (2001: HK$10,852,000) and short term pledged
bank balances of HKS$17,772,000 (2001: Nil) were pledged to banks as securities for mortgage loans
granted to certain purchasers of the Group’s properties held for sale.

(it} Short term pledged time deposits of HK$966,000 (2001: Nil) were pledged as guarantees for tenders
and contracts.

2]. LONG TERM INVESTMENTS

Group Company

2002 2001 2002 2000
HK$ 000 HKS$ 000 HKS$'000 HK$'000

Listed equity investments in Hong Kong,
at cost 52,100 20,100 28,100 20,100
Unlisted equity investments, at cost 376,045 316,690 82,176 82,176
428,145 336,790 102,276 102,276
Less: Provision for impairment (78,016} (32.304) {17,600) (15,100)
350,129 304,486 84,676 87,176
Market value of listed investments 18,100 1,480 650 1,480

The market values of the Group’s and the Company’s long term listed equity investments at the date of
approval of these financial statements were HKS3,050,000 and HKS$650,000, respectively.
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22,

23,

24,

SHORT TERM INVESTMENTS

31 December 2002

Group Company

2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HKS'000

Listed equity investments, at market value:
Hong Kong 11,815 30,629 11,616 29,645
Elsewhere 7,154 14,191 — —
18,969 44,820 11,616 29,645

Unlisted equity investments in

Mainland China, at fair value 1,074 — - -
Unlisted fund in elsewhere, at fair value 27,239 — 27,239 —
47,282 44,820 38,855 29,645

The market values of the Group's and the Company’s short term listed equity investments at the date of
approval of these financial statements were HKS15,595,000 and HK$15,360,000, respectively.

PROPERTIES HELD FOR SALE

The carrying amount of the Group's properties held for sale that are carried at net realisable value was
HKS$94,459,000 (2001: HKS46,000,000) as at the balance sheet date.

Certain of the Group's properties held for sale with an aggregate carrying amount at the balance sheet date
of HKS1,527,000 (2001: HKS$11,587,000) were pledged to secure certain bank and other loans granted to the

Group (note 33).

PROPERTIES UNDER DEVELOPMENT

Group

2002 2001
HK$'000 HKS' 000
At cost 296,537 141,303
Less: Portion classified as current assets (174,735) —
Long term portion 121,802 141,303
s W (/..A)
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31 December 2002
25. INVENTORIES
Group
2002 2001
HK$'000 HKS$'000
Raw materials 741,820 697,564
Work in progress 65,826 60,875
Finished goods 110,025 117,586
Trading stocks 54,137 66,543
971,808 942,968

At 31 December 2002, none of the inventories was carried at net realisable value (2001: HKS23,874,000).

26. TRADE RECEIVABLES
The various group companies have different credit policies, depending on the requirements of their markets
and the businesses which they operate. Aged analyses of trade receivables are prepared and closely

monitored in order to minimise any credit risk associated with receivables.

An aged analysis of the trade receivables as at the balance sheet date is as follows:

Group Company
2002 2007 2002 2001
HK$'000 HKS' 000 HK$'000 HK$'000
Within one year 499,457 458,626 1,872 8,500
One to twe years 66,518 32,367 — 9,098
Two to three years 5,754 1,987 —_ —
Over three years 110 — — —
571,839 492,980 1,872 17,598

Included in the Group’s trade receivables as at the balance sheet date are amounts of HK$23,722,000 (2001:
HKS$2,096,000) due from jointly-controlled entities arising from transactions carried out in the ordinary
course of business of the Group. The balance with jointly-controlled entities are unsecured, interest-free

and are repayable within similar credit periods offered by the Group to its major customers.
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27.

28.

31 December 2002

OTHER RECEIVABLES

Group Company
2002 2001 2002 2001
Note HKS$'000 HK$'000 HK$'000 HK$'000
Prepayments 36,304 31,086 3,506 3,332
Deposits and other debtors 512,440 415,607 26,632 9,688
Due from related companies 28 118,565 38,444 15,284 —
Due from holding companies 28 6,396 4,263 - —
673,705 489,400 45,422 13,020
Less: Portion classified as current assets {673,705} (482,402) {45,422) (13,020)
Long term portion —_ 6,998 — —

The long term portion of other receivables in the prior year represented an amount due from
Jb F R M &£ 8 2 /) (Beijing Yanjing Beer Group Company) (“Yanjing Beer Group”), a related company
which has beneficial interests in Yanjing Brewery, in respect of a certain refund of marketing subsidies to

the Group, which is receivable on 31 December 2003.

Included in the Group's deposits and other debtors as at the balance sheet date is an amount of
HKS$28,752,000 (2001: Nil) paid in advance to a related company arising from purchases of raw materials
carried out in the ordinary course of business of the Group. The balance with the related company is

unsecured and interest-free,

DUE FROM/TO RELATED COMPANIES AND HOLDING COMPANIES
The amounts due from/to related companies represent amounts due from/to certain joint venture

partners of the Group. The balances are unsecured, interest-free and have no fixed terms of repayment.

The amounts due from/to holding companies are unsecured, interest-free and have no fixed terms of

repayment.



31 December 2002

CASH AND CASH EQUIVALENTS

Group Company

2002 2001 2002 2001
HK$'000 HKS'000 HK$'000 HKS'000
Cash and bank balances 2,012,703 1,874,474 8,092 7,757
Time deposits 1,660,335 2,197,806 703,672 767,568
3,673,038 4,072,280 711,764 775325

Less: Pledged bank balances and
time deposits — note 20 {72,755) (40,571) - -

3,600,283 4,031,709 711,764 775325

30. TRADE PAYABLES

An aged analysis of the Group's trade payables as at the balance sheet date is as follows:

Group
2002 2001
HK$'000 HKS'000
Within one year 561,721 381,294
One to two years 52,186 3,057
Two to three years 4,786 2,930
Over three years 14,159 18,079
632,832 405,360

Included in the Group’s trade payables are amounts of HK$92,410,000 (2001: HKS18,764,000) due to related
companies arising from transactions carried out in the ordinary course of business of the Group. The
balances are unsecured, interest-free and are repayable within similar credit periods offered by the related

companies to their major customers.
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3. TAXES PAYABLE

31 December 2002

Group Company
2002 2001 2002 2001
HKS$'000 HKS'000 HK$'000 HKS'000
Income/ profits tax 71,296 36,322 — -
Consumption tax 52,210 47,398 - -
Value-added tax 90,347 72,738 - -
Business tax 18,041 15,076 —_ 1,275
Others 9,525 23,081 8,083 8,082
241,419 194,615 8,083 9,357
32. OTHER PAYABLES AND ACCRUALS
Group Company
2002 2001 2002 2007
Note HMK$'000 HKS'000 HK$'000 HKS'000
Accruals 164,953 137,350 - 25,921
Other liabilities 600,108 666,048 24,023 —
Due to related companies 28 233,273 205,940 23,183 7,023
Due to holding companies 28 8,596 25,078 8,596 25,078
1,006,330 1,034,416 55,802 58,022
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31 December 2002

33. BANK AND OTHER BORROWINGS

Group Company
2002 2001 2002 2001
HX$'000 HKS 000 HMK$'000 HKS'000
Bank overdrafts, secured — 11,484 - —
Bank loans:
Secured 507,630 260,413 - —
Unsecured 3,309,677 4,137,399 1,400,850 1,401,840
3,817,307 4,397,812 1,400,850 1,401,840
Other loans, unsecured 431,032 284,552 - —
Total bank and other loans 4,248,339 4,693,848 1,400,850 1,401,840
Bank overdrafts repayable within
one year or on demand — 11,484 - -
Bank loans repayable:
Within one year 1,659,030 2,750,160 - -
In the second year 694,190 127,857 — —
In the third to fifth years, inclusive 1,451,010 1,488,405 1,400,850 1,401,840
Beyond five years 13,077 31,390 — —
3,817,307 4397812 1,400,850 1,401,840
Other loans repayable:
Within one year 120,859 94,791 - —
In the second year 45,835 31,867 - —
In the third to fifth years, inclusive 109,319 95,729 — -
Beyond five years 155,219 62,165 — —
431,032 284,552 - —
Total bank and other loans 4,248,339 4,693,848 1,400,850 1,401,840
Less: Portion classified as current liabilities {1,779,889) (2,856,435) — —

Long term portion 2,468,450 1,837,413 1,400,850 1,401,840
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33.

34.

3} December 2002

BANK AND OTHER BORROWINGS (continued)

(@)  The other loans include interest-free loans of HKS$223,371,000 (2001: Nil) and HKS$3,961,000 (2001:
HKS4,047,000) from related companies and a third party, respectively. The remaining other loans of
HK$203,700,000 (2001: HKS280,505,000) bear interest at rates ranging from 5% to 7% (2001: 6% to 7%)

per annum.

(b)  HKS$349,985,000 (2001: HKS208,206,000) of the Group's unsecured bank loans at the balance sheet
date were guaranteed by a Beijing Municipal Government department, the joint venture partners of

certain of the Group’s PRC subsidiaries or their associates and two independent third parties.
{c)  Certain of the Greoup’s bank and other loans are secured by the following:

(i) Mortgages over the Group's land and buildings, plant and machinery, investment and hotel
properties with an aggregate carrying amount at the balance sheet date of HK$512,629,000
{2001: HKS$501,996,000).

(i)  Mortgages over certain of the Group's properties held for sale with an aggregate carrying
amount at the balance sheet date of HK$11,527,000 (2001: HKS11,587,000).

(iii)  Mortgages over certain of the Group’s bank balances and time deposits at the balance sheet
date of HKS44,116,000 in aggregate (2001: HK$29,719,000).

CONVERTIBLE BONDS

On 16 October 2002, Yanjing Brewery, a subsidiary held indirectly as to 55.45% by the Company, issued at
face value 5-year 1.2% convertible bonds (the “Convertible Bonds”) in an aggregate principal amount of
RMB700,000,000 with a face value of RMBI00 each.

The Convertible Bonds are convertible, at the option of the bondholders, into fully-paid ordinary shares of
Yanjing Brewery at a conversion price of RMB10.49 per share, subject to adjustments in certain events. The
conversion period for the Convertible Bonds is from 16 October 2003 to 16 October 2007 (the “Conversion
Period”), both days inclusive. Unless previously redeemed, converted or purchased and cancelled, the
Convertible Bonds are redeemable at face value at the end of the Conversion Period, together with any

accrued interest.

oY

IR >

S S

S AR



A

NG ES T ENANC A STATIVEINTS

34,

35.

36.

31 December 2002

CONVERTIBLE BONDS (continued)
Yanjing Brewery has the right to redeem the Convertible Bonds, in whole or in part, during the Conversion
Period, at a redemption price of RMBI02 each, subject to adjustments in certain events, when the closing
price of ordinary shares of Yanjing Brewery is higher than the then conversion price of the Convertible
Bonds by more than 30% in 20 consecutive days. On the other hand, the bondholders have the right to have
Yanjing Brewery to redeem the Convertible Bonds at redemption price, subject to adjustments in certain
events, when the closing price of ordinary shares of Yanjing Brewery is lower than the then conversion

price of the Convertible Bonds by more than 30% in 20 consecutive days.

The Convertible Bonds are guaranteed by the Company, which has been approved by shareholders of the

Company in an extraordinary general meeting held on 11 April 2002. Yanjing Beer Group, which has
beneficial interests in Yanjing Brewery, has undertaken to counter indemnify the Company in respect of any
contingencies arising from the portion of the guarantee exceeding the Company’s effective proportional

equity interest of 55.45% in Yanjing Brewery.

OTHER LONG TERM LIABILITIES

Group
2002 2001
HK$'000 HKS'000
Pension and related liabilities 14,731 18,838
Others 49,183 9,166
63,296 28,004

DEFERRED TAX

Group
2002 2001
HK$'000 HKS$'000
At 1 january 18,558 6,461
Charge for the year — note 10 2,946 12,098
Exchange realignment . 3 (1)
At 31 December 21,507 18,558
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36.

37.

31 Decemnber 2002

DEFERRED TAX (continued)
The principal components of the Group’s provision for deferred tax and the deferred tax asset position not

recognised in the financial statements are as follows:

Provided Not provided
2002 2001 2002 2001
HK$'000 HKS' 000 HK$’000 HKS'000
Accelerated depreciation allowances 21,507 18,558 - —
Tax losses - — {15,581) (14,748)
21,507 18,558 {15,581} (14,748)

The deferred tax asset arising from tax losses has not been recognised in the financial statements as its

realisation in the foreseeable future is not assured.

The revaluation of the Group’s land and buildings, investment and hotel properties does not constitute a

timing difference and, consequently, the amount of potential deferred tax thereon has not been quantified.

The Company has no significant potential deferred tax liabilities for which provision has not been made.

SHARE CAPITAL

Company
2002 2001
HK$'000 HKS'000
Authorised:
2,000,000,000 ordinary shares of HKS0.10 each 200,000 200,000
Issued and fully paid:
622,500,000 ordinary shares of HK$0.10 each 62,250 62,250

Share options
Details of the Company’s share option scheme and the share options issued under the scheme are included

in note 38 to the financial statements. No share options were granted or exercised during the year.
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31 December 2002

38. SHARE OPTION SCHEME
SSAP 34 was adopted during the year, as explained in note 2 and under the heading “Employee benefits” in
note 3 to the financial statements. As a result, these detailed disclosures relating to the Company’s share
option scheme are now included in the notes to the financial statements. In the prior year, these
disclosures were included in the Report of the Directors, as their disclosure is also a requirement of the

Listing Rules.

The Company

The Company operates a share option scheme (the “Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success cf the Group’s operations. The directors of
the Compary may, at their discretion, invite employees, including executive directors, of the Company and
any of its subsidiaries, to take up options to subscribe for ordinary shares of the Company at HKS1 per grant
of options. The Scheme became effective on 16 May 1997 and, unless otherwise cancelled or amended, will

remain in force for 10 years from that date.

The maximum number of unexercised share options currently permitted to be granted under the Scheme
(the “Maximum Number”) is an amount equivalent, upon their exercise, to 10% of the shares of the Company
in issue at any time. No option may be granted to any one person which if exercised in full would result in
the total number of ordinary shares of the Company issued and issuable to him/her under all the options
previously granted to him/her and the said option exceeding 25% of the Maximum Number.
At 31 December 2002, the number of shares issuable under share options granted under the Scheme was

17,550,000, which represented approximately 2.8% of the Company’s shares in issue as at that date.

An option may not be transferred and is personal to the grantee and may be exercised or treated as

exercised, as the case may be, in whole or in part.

The period during which an option may be exercised will be determined by the directors at their discretion,
save that no option may be exercised later than 10 years after it has been granted. No option may be

granted more than 10 years after the date of approval of the Scheme.

The exercise price of the share options is determinable by the directors, but may not be less than the higher
of (i} the nominal value of an ordinary share; and (ii) 80% of the average of the closing prices of the
Company'’s ordinary shares on the Stock Exchange on the five trading days immediately preceding the date

of grant of the option.
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31 December 2002

38. SHARE OPTION SCHEME (continued)

The Company (continued)

The following share options were outstanding under the Scheme as at 31 December 2002:

Number of options held

Note (a) Note (b)
2002 2001 2002 2001
Directors:
Mr. Hu Zhao Guang 400,000 400,000 3,600,000 3,600,000
Mr. Bai Jin Rong Note (c) — 240,000 - 2,160,000
Mr. Xing Chun Hua 240,000 240,000 2,160,000 2,160,000
Mr. Zheng Wan He 200,000 200,000 1,800,000 1,800,000
Mr. Wei En Hong 200,000 200,000 1,800,000 1,800,000
Mr. Li Fu Cheng 200,000 200,000 1,800,000 1,800,000
Mr. Li Zhong Gen 200,000 200,000 1,800,000 1,800,000
1,440,000 1,680,000 12,960,000 15,120,000
Employees in aggregate 320,000 320,000 2,830,000 2,830,000
1,760,000 2,000,000 15,790,000 17,950,000
Notes:
(a) These options were granted on 3 March 1998, at an exercise price per share of HKS$17.03. The cash consideration paid by each

director and employee for the options granted was HKS1 per grant of options. The options may be exercised at any time in the
next 10 years commencing on 1 September 1998. No such options were exercised during the year.

(b) These options were granted on 23 June 1998 at an exercise price per share of HK$17.03. The consideration paid by each director
and employee for the options granted was HKS1 per grant of options. The options may be exercised in 9 equal portions. The first
portion is exercisable at any time commencing on 1 January 1999, and one additional portion becomes exercisable on 1 January in
each of the following years. All of the options (to the extent not exercised) will become exercisable on 1 January 2007, and if not
otherwise exercised, will lapse on 1 January 2009. No portion of these share options was exercised during the year.

{c) Owing to the resignation of Mr. Bai Jin Rong on 23 December 2002, a total of 2,400,000 share options granted to him on 3 March
1998 (240,000 share options) and 23 June 1998 (2,160,000 share options) lapsed on 23 December 2002
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SHARE OPTION SCHEME (continued)

Beijing Development

At 31 December 2002, the interests of the directors of the Company in options to subscribe for shares of
Beijing Development, an indirectly owned subsidiary of the Company listed on the Stock Exchange, under

the share option scheme of Beijing Development, were as follows:

Number of options held
Note (a) Note (b)
2002 2001 2002 2001

Directors:
Mr. Xiong Da Xin 2,800,000 2,800,000 1,200,000 —
Mr. Bai Jin Rong 2,600,000 2,600,000 1,200,000 —

5,400,000 5,400,000 2,400,000 —

Notes:

(a) These options were granted on 19 June 2001 at an exercise price of HKS$1.13 per option. The options may be exercised in 2 or 3
equal portions. The first portion is exercisable at any time commencing on 1 January 2002, and each further portion becomes
exercisable on 1January in each of the following years. All of the options, if not otherwise exercised, will lapse on 26 June 2006.
No portion of these share options was exercised during the year.

(b) These options were granted on 18 January 2002 at an exercise price of HK$1.00 per option. The closing price of shares of Beijing
Development on the Stock Exchange on the trading day immediately prior to the date of the grant of the share options was
HKS$0.98. The options can be exercised in 3 equal portions. The first portion is exercisable at any time commencing on 18 January
2002, and each further portion becomes exercisable on 1 January in each of the following years. All of the options, if not
otherwise exercised, will lapse on 17 january 2007. No portion of these share options was exercised during the year.

The financial impact of share options granted is not recorded in the Company’s or the Group's balance
sheet until such time as the options are exercised, and no charge is recorded in the profit and loss account
or the balance sheet for their cost. Upon the exercise of the share options, the resulting shares issued are
recorded by the Company as additional share capital at the nominal value of the shares, and the excess of
the exercise price per share over the nominal value of the shares is recorded by the Company in the share
premium account. Options which lapse or are cancelled prior to their exercise date are deleted from the

register of cutstanding options.

The directors do not consider it appropriate to disclose a theoretical value of the share options of Beijing
Development granted during the year to the directors because a number of factors crucial for the valuation
are subjective and uncertain. Accordingly, any valuation of the options based on various speculative

assumptions would not be meaningful, and would be misleading.
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39. RESERVES

{a)

31 December 2002

Group

(iii)

The amounts of the Group’s reserves and the movements therein for the current and prior year
are presented in the consolidated statement of changes in equity on pages 30 to 31 of the
financial statements.

The revised SSAP 11 was adopted during the year, as explained in note 2 and under the heading
“Foreign currencies” in note 3 to the financial statements. As a result, the profit and loss
accounts of overseas subsidiaries, jointly-controlled entities and associates are now translated
into Hong Kong dollars at the weighted average exchange rates for the year, rather than at the
exchange rates ruling at the balance sheet date, as was previously the case. This change in
accounting policy, however, has had no material effect on the financial statements and has not
resulted in a prior year adjustment.

PRC reserve funds are reserves set aside in accordance with the PRC Companies Law or the Law
of the PRC ¢n Joint Ventures Using Chinese and Foreign Investment as applicable to the Group's
PRC subsidiaries, jointly-controlled entities and associates. None of the Group’s PRC reserve
funds as of 31 December 2002 was distributable in the form of cash dividends.

Certain amounts of goodwill and negative goodwill arising on the acquisition of subsidiaries,
jointly-controlled entities and associates in prior years remain eliminated against/credited to
the consolidated capital reserve as further explained in notes 16, 18 and 19 to the financial

statements.
Company
Share

premium Retained
account profits Total
HKS'0C0 HKS$'000 HK$'000
At 1 January 2001 : 4,839,497 534,737 5,374,234
Net profit for the year — 352,318 352,318
Interim 2001 dividend - (62,250) (62,250)
Proposed final 2001 dividend — (112,050) {(112,050)
At 31 December 2001 and 1 January 2002 4,839,497 712,755 5,552,252
Net loss for the year - (93,136) (93136}
Interim 2002 dividend — (62,250) (62,250)
Proposed final 2002 dividend — (112,050} (112,050}
At 31 December 2002 4,839,497 445,319 5,284,816
50~y
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31 December 2002

40. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

Prior year adjustments
SSAP 15 (Revised) was adopted during the current year, as detailed in note 2 to the financial
statements, which has resulted in a change to the layout of the consolidated cash flow statement.
The consolidated cash flow statement is now presented under three headings: cash flows from
operating activities, investing activities and financing activities. Previously five headings were used,
comprising the three headings listed above, together with cash flows from returns on investments
and servicing of finance and from taxes paid. The significant reclassifications resulting from the
change in presentation are that taxes paid are now included in cash flows from operating activities,
interest and dividends received are now included in cash flows from investing activities, and
dividends paid are now included in cash flows from financing activities. The presentation of the 2001

comparative consolidated cash flow statement has been changed to accord with the new layout.

The method of calculation of certain items in the consolidated cash flow statement has changed
under the revised SSAP 15, as explained under the heading “Foreign currencies” in note 3 to the
financial statements. Cash flows of overseas subsidiaries are now translated into Hong Kong dollars at
the exchange rates ruling at the dates of the cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated into Hong Kong dollars at the weighted
average exchange rates for the year. Previously, the cash flows of overseas subsidiaries were
translated into Hong Kong dollars at the exchange rates ruling at the balance sheet date. This change

has, however, had no material impact on the 2001 comparative cash flows.
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40. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (continued)

(b) Acquisition of subsidiaries

2002 2001
HK$'000 HK$'000

Net assets acquired:
Fixed assets 466,833 599,339
Operating concession 614,313 —
Interest in a jointly-controlled entity 14,255 472
Interests in associates - 3,348
Long term investments 23,924 -
Properties held for sale - 13,856
Inventories 12,146 78,920
Trade receivables 17,998 45,141
Prepayments, deposits and other debtors 21,556 46,321
Due from associates - 65,240
Due from related companies - 17,531
Cash and bank balances 93,431 492,787
Trade payables {76,813) (41,624)
Taxes payable (38,057) (76,783}
Accruals and other liabilities {67,270} {137,023)
Due to jointly-controlled entities {22,433) {7,944)
Due to related companies - {2,588}
Bank and other borrowings {426,518) {352,456)
Other long term liabilities {20,074} (12,337
Minority interests {161,960} (237.349)
Net assets 457,331 494 851
Goodwill arising on acquisition (note 16} 42,256 69,425
Negative goodwill arising on acquisition (note 16) {5,445) (78,812}
488,142 485,464

Satisfied by:

Cash 488,142 485,464
S o
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40. MNOTES TO THE CONSOLIDATED CASH FLOW STATEMENT (continued)
{6}

Acquisition of subsidiaries (continued)

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of
subsidiaries is as follows:

2002 2001
HK$'000 HKS$'000
Cash and bank balances acquired 93,431 492,787
Bank overdrafts acquired - (21,043)
Cash consideration paid {488,142} (485,464)
Net outflow of cash and cash equivalents in respect of the
acquisition of subsidiaries

{394,711}

(13,720)
The subsidiaries acquired during the year contributed HK$409,738,000 to the Group's consolidated

turnover, and had a net profit after tax and before minority interests of HK$40,314,000 for the year.

The subsidiaries acquired in the prior year contributed HK$598,011,000 to the Group's consolidated
turnover, but had incurred a net loss after tax and before minority interests of HKS$3,246,000 for that
year.
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Disposal of subsidiaries

NOTES TC THE CONSOLIDATED CASH FLOW STATEMENT (continued)

31 December 2002

2002 2007
HK$’000 HKS'000
Net assets disposed of:
Fixed assets 682,655 266,561
Operating concession 50,871 -
Long term investments 2,493 -
Interests in associates 3,315 -
Due from a jointly-controlled entity 26,353 -
Due from an associate 1,154 -
Due to an associate (368) -
Inventories 25,216 1,436
Trade receivables 6,982 4,099
Prepayments, deposits and other debtors 27,541 904
Cash and bank balances 127,700 30,199
Trade payables (12,944) (384)
Taxes payable (8,961) {19,570)
Accruals and other liabilities (98,411) (104,581)
Bank and other borrowings (107,395) (134,363)
Minority interests {268,775) {45,471)
Net assets 457,426 (1,170)
Gain on disposal of subsidiaries (note 5) 2,561 35,504
459,987 34,334
Satisfied by:
Reclassification to interests in jointly-controlled entities and an
associate from interests in subsidiaries 458,394 10,851
Interest in a jointly-controlled entity - 141,212
Fixed assets disposed of - (37,273
Deposits and other debtors disposed of — (79.390)
Cash 1,593 (1,066)
459,987 34,334
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40. NOTES TO THE CONSOLIDATED CASK FLOW STATEMENT (continued)

{c) Disposal of subsidiaries (continued)
An analysis of the net outflow of cash and cash equivalents in respect of the disposal of subsidiaries

is as follows:

2002 2001

HK$'000 HKS$'000

Cash and bank balances disposed of {127,700) (30,199)

Cash consideration received/(paid) 1,593 (1,066)
Net outflow of cash and cash equivalents

in respect of the disposal of subsidiaries {126,107) {31,265)

The results of the subsidiaries disposed of during the year contributed HK$245,880,000 to the
Group’s consolidated turnover, and had a net profit after tax and before minority interests of
HKS36,167,000 for the year.

The results of the subsidiaries disposed of in the prior year had no significant impact on the Group's

consclidated turnover and profit after tax and before minority interests for that year.

(d) Major non-cash transactions
in the prior year, the capital contribution made by the minority shareholders of certain subsidiaries of
the Group were in the form of non-current assets valued at HKS29,675,000, non-cash current assets
valued at HK$7,933,000.

{e) Restricted cash and cash equivalent balances
Certain of the Group's bank balances and time deposits with aggregate amount of HKS$44,116,000
{2001: HK$29,719,000) are pledged to banks to secure certain bank loans granted to the Group, as

further explained in notes 20 and 33 to the financial statements.

A long term pledged bank balance of HK$9,901,000 (2001: HKS$10,852,000) and short term pledged
bank balances of HK$17,772,000 (2001: Nil) were pledged to banks as securities for mortgage loans
granted to certain purchasers of the Group’s properties held for sale, as further explained in note 20

to the financial statements.

Short term pledged bank balances of HK$966,000 (2001: Nil) were pledged as guarantees for tenders

and contracts, as further explained in note 20 to the financial statements.
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31 December 2002

CONTINGENT LIABILITIES

Group Company
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HKS$'000
Guarantees given in respect of mortgage
loans granted by banks to the Group's
purchasers of properties held for sale 56,820 10,852 - —
Guarantees given for banking facilities
granted and utilised by a non-wholly
owned subsidiary — — 174,282 —
Guarantee given for the Convertible Bonds
issued by Yanjing Brewery — note 34 — — 659,444 —
56,820 10,852 833,726 —

OPERATING LEASE ARRANGEMENTS

{a) As lessor
The Group leases its investment properties (as included in note 14 to the financial statements) under
operating lease arrangements, with leases negotiated for original terms ranging from 1to 24 years. The

terms of the leases generally require the tenants to pay security deposits.

At 31 December 2002, the Group had total future minimum lease receivables under non-cancellable

operating leases with its tenants falling due as follows:

Group Company
2002 2001 2002 2001
HK$'000 HKS'000 HK$’000 HKS'000
Within one year 19,536 27,206 8,500 8,500
In the second to fifth years, inclusive 79,633 48,606 - 8,500
After five years 59,814 46,339 — —
158,983 122,151 8,500 17,000
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42.

OPERATING LEASE ARRANGEMENTS (continued)

(b}

As lessee
The Group leases certain of its office properties, restaurant premises and staff quarters under

operating lease arrangements, with leases negotiated with original terms ranging from 1 to 50 years.

At 31 December 2002, the Group and the Company had total future minimum lease payments under

non-cancellable cperating leases falling due as follows:

Group Company
2002 2001 2002 2001
HK$'000 HK$'000 HK$’000 HK$'000
Within one year 80,145 64,105 - 1,200
In the second to fifth years, inclusive 272,027 219,472 - —
After five years 818,413 705,477 - —
1,170,585 985,054 — 1,200

During the year, the Group charged contingent rent payments of HKS$3,407,000 (2001: HKS3,400,000)
in the profit and loss account in respect of the land use fee paid for the operations of a hotel in
Beijing. The basis for the determination of the contingent rent payments is set out in note 45(s) to the

financial statements.
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CAPITAL COMMITMENTS

31 December 2002

In addition to the operating lease commitments detailed in note 42(b) above, the Group and the Company

had the following capital commitments at the balance sheet date:

Group Company
2002 2001 2002 2001
HK$'000 HKS'000 HKS'00¢C HKS'000
Land and buildings:
Authorised, but not contracted for 144,742 109,580 - —
Contracted, but not provided for 143,390 99,990 - —
288,132 209,570 - —
Plant and machinery:
Authorised, but not contracted for —_ 45,322 - —
Contracted, but not provided for 122,142 42,555 - —
122,142 87,877 - —
Capital contributions to subsidiaries and
associates:
Authorised, but not contracted for - 72,197 - —
Contracted, but not provided for — 94,315 - 76,294
- 166,512 - 76,294
Total capital commitments 410,274 463,959 - 76,294
P S I o
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44. POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date, the following significant events occurred:

(i)  On 6 January 2003, Beijing Development acquired 60% interest in Beijing Enterprises VST Software
Engineering Technology Co. Ltd. (“Beijing VST"} from independent third parties for a total
consideration of HK$21,204,090 satisfied as to HKS$8,481,690 in cash and HKS$12,722,400 by way of
the allotment of 12,722,400 ordinary shares of Beijing Deve.opment. Beijing VST is principally engaged
in the development and sale of social security information management and tax information
management system in the PRC. Upon the completion of the transaction, the Company's shareholding
in Beijing Development was diluted from 53.93% as at 31 December 2002 to 52.44%.

(i)  On 17 January 2003, Yanjing Brewery, together with a wholly owned subsidiary of Yanjing Beer Group,
set up Beijing Yanjing Beverage Company Limited (“Yanjing Beverage”}, a Sino-foreign equity joint
venture company, with a registered capital of USS10 million. Pursuant to the joint venture agreement,
Yanjing Brewery owns 75% equity interest in Yanjing Beverage and shall pay capital contribution
according to its equity interest which is US$7.5 million. The principal activity of Yanjing Beverage is
the production and sale of healthy beverage products and the provision of subsequent sales services

in the PRC.

(iii)  On 14 April 2003, the Cempany entered into a conditional sale and purchase agreement with Beijing
Development for the acquisition by Beijing Development of the Company’s entire equity interest in
Business Net Limited, a wholly owned subsidiary of the Company, and a shareholder loan of
RMB19,000,000 at a total consideration to HK$40,000,000 satisfied as to HKS5,000,000 in cash and
HK$35,000,000 by way of the allotment of 35,000,000 ordinary shares of Beijing Development. The
sole asset of Business Net Limited is a 38% interest in the registered capital of Beijing Municipal
Administration & Communications Card Co. Ltd, a Sino-foreign equity joint venture company
established by the Company in 2000 and engaged in the production and issuance of contactless
multipurpose electronic payment cards and the investment, operation and management of the
automated fee collection system and related facilities in Beijing. Upon the completion of the

transaction, the Company’s shareholding in Beijing Develcpment will be increased from 52.44% to

55.81%.
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NOTIE TO TNANT AL STATINENTS

31 December 2002

45, RELATED PARTY TRANSACTIONS
Save as the transactions and balances detailed elsewhere in these financial statements, the Group entered

into the following material transactions with related parties during the year:

Less: 20% refund for advertising subsidies (g {3,235} (3,047

2002 2001
Name of company Nature of transaction Notes HK$'000  HKS'000
Ultimate holding company
Beijing Holdings Limited Rental income (a) 2,809 3170
and its associates Rental and related expenses (a} 4,492 4,459
Joint venture partners
of subsidiaries and
their associates
Yanjing Beer Group and Purchase of bottle labels {b) 49,615 38,577
its associates Purchase of bottle caps (b) 48,569 46,059
Sale of beer {c) — 1,417
Canning service fees paid (d) 21,495 18,052
Comprehensive support service fees paid (e) 14,644 14,656
Land rent expenses (f) 1,643 1,643
Trademark licensing fees paid (g) 16,174 15,236
)
Interest expenses on advances made (h) 1,413 942
tR=nE@MAERETAA  Purchase of raw milk (i) 189,288 198,009
(Beijing San Yuan Group Purchases of packaging materials (i) 18,806 15,580
(i)

- 4,629
Land use fee paid (k) 2,515 2,261
Sales of land and buildings (1) 3,451 -
Sales of properties held for sale (c) 1,206 -

Company) (“San Yuan Interest income on advances made

Group”) and its associates

Rental income and property

management fee {m) 1,761 -
Acquisition of equity interest in San Yuan

Hua Guan Food Company Limited ("San

Yuan Hua Guan”) (n) - 21,225
Acquisition of a dairy product production

factory and related assets and liabilities {n) - 6,266
Establishment of a jointly-controlled entity (o} — 1,500
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45. RELATED PARTY TRANSACTIONS (continued)

2002 2000
Name of company Nature of tramsaction Notes HK$'800 HKS'000
Joint venture partners
of subsidiaries and
their associates
(continued)
ITEGN\EZEEERER Management fee income (p) 46,386 —
(Badaling Tourism Zones Waive of operating concession fees
Special Administration) payable (q) 9,544 -
(“BTZA") and its associates  Establishment of a subsidiary {r} 80,000 —
R EEREEESR AT Land use fees paid (s) 3,407 3,400
{Beijing Capital Tourism
Group Company Limited)
(“Capital Tourism”) and its
associates
Beijing Jia Ming Property Acquisition of a land (t) 21,432 -
Development Company
Limited
Jointly-controlled entities
Beijing McDonald's Sale of equity interest in Guangdong San
Yuan McDonald’s Food Company Limited
(“Guangdong McDonald’s”) () — 92,780
Sale of dairy products (c) 28,722 25,728
Associates
Beijing International Interest income (v) 3,782 9,623
Switching System Co., Ltd.
BEEYEETEER AT Rental income (a) 9,421 2,166

(Wanbo Property
Management Company
Limited)

In the opinion of the directors, the above transactions were entered into by the Group in the normal course

of its business.
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45.

31 December 2002

RELATED PARTY TRANSACTIONS (continued)

Notes:

(a)

(b)

(e)

The rentals were determined by reference to the prevailing open market rentals at the time when the lease agreements were
entered into.

The purchase prices for bottle labels and bottle caps were determined by reference to the agreed prices for the preceding year
and an annual adjustment determined by reference to the price index in Beijing for the preceding year.

The selling prices of the beer. properties held for sale and dairy products were determined by reference to the prevailing market
rates.

Canning service fees were charged at a rate equal to the costs of the canning services incurred by Yanjing Beer Group plus a pre-
agreed profit margin.

Comprehensive support service fees paid included the following:

— a security and canteen services fee which was determined based an the annual cost of labour, depreciation and maintenance
for the preceding year and an annual adjustment by reference to the price index in Beijing; and

— rental expenses, related to the premises occupied and used by Yanjing Brewery as its office. canteen and staff dormitories,
were determined by reference to the prevailing market rentals at the time when the relevant agreements were entered into.

Land rent expenses were charged at a mutually-agreed amount of RMB1.744,000 per annum.

Trademark licensing fees paid were for the use of the “Yanjing" trademark and were determined based on 1% of the annual sales
of beer and mineral water products made by Yanjing Brewery. Yanjing Beer Group would refund 20% of the trademark licensing
fees received from Yanjing Brewery to be used by Yanjing Brewery to develop and promote the “Yanjing” trademark.

Interest expenses pald to Yanjing Beer Group arose from advances made to Yanjing Brewery, which bore interest at the
prevailing market rates at the time the advances were made.

The purchase prices of the raw milk and the packaging materials were determined by reference to the prevailing market rates.

Interest income from San Yuan Group arose from advances made to San Yuan Group, which bore interest at the prevailing
market rates at the time the advances were made.

Land use fee was charged at a mutually-agreed amount of RMB2,670,000 (2001: RMB2,400,000) for the year ended 31 December
2002.

The consideration received was based on a mutually-agreed amount of RMB3,663,000.

The rental income and property management fee were based on mutually-agreed rates of RMB1,460,000 and RMB410,000.,
respectively.

The considerations were determined on the basis of the fair values of San Yuan Hua Guan and the dairy product production
factory and related assets and liabilities with reference to the appraisal reports prepared by an independent PRC qualified valuer.

The capital contribution to the jointly-controlled entity made by the Group is in accordance with the joint venture agreement
entered into between the Group, San Yuan Group and other third parties.

The management fee income was determined based on 40% of gross entrance fee to the Badaling Great Wall received, subject to
adjustment by reference to the quality of the services rendered by the Group as assessed by BTZA.
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45. RELATED PARTY TRANSACTIONS (continued)

Notes: (continued)

(q) During the year, an associate of BTZA waived the operating concession fees payable by Badaling Tourism of RMB10,130,000 in
relation to the operation of the Group's tourism business at the Badaling Great Wall.

{r) The capital contribution to the subsidiary made by the Group is in accordance with the joint venture agreement entered into
between the Company, Badaling Tourism and an associate of BTZA.

(s) Land use fees were determined based on 3% of the annual gross turnovar of Jian Guo Hotel.

(t) The consideration paid for the acquisition is determined by reference to the value of the land of RMB23,030,000 as
at 8 February 2002 as assessed by an independent PRC qualified valuer.

{u) The equity interest in Guangdong McDonald's was sold at cost.
{v) Detailed terms of the loan are disclosed in note 19 to the financial statements.

(w) On 10 July 2002, Magic Metody Limited, a wholly owned subsidiary of the Company, entered into a shareholders’ agreement (the
“Shareholders’ Agreement”) with two subsidiaries of Capital Tourism ("Capital Tourism Associates”) and a third party for the
establishment of a joint venture company to be principally engaged in hotel services and tourism services in the PRC and the
United States of America.

Pursuant to the Shareholders’ Agreement, each of Magic Melody Limited. Capital Tourism Associates and the third party
(collectively “)V Shareholders”) injected its assets into the joint venture company as capital contributions. The values of the
assets as contributed by each of the JV Shareholders are based on the valuation carried out by an independent qualified valuer
using an open market value basis as at 31 December 200). According to the values of the assets contributed by each Jv
Shareholder, the joint venture company was owned as to 40%. 32.5% and 27.5% by Magic Melody Limited, Capital Tourism
Associates and the third party, respectively.

The joint venture company, B) Tourism Development, was thereafter incorporated in the Cayman Islands with limited liability on
9 September 2002 and the injections of the assets by each of the JV Shareholders were completed in December 2002.

For the purpose of the aforesaid assets injection, the Group disposed substantially all of its hotel and tourism operations
including its 50.5%, 75% and 75% equity interests in Jian Guo Hotel, Badaling Tourism and LQX Tourism, respectively, during the
year to BJ Tourism Development, a jointly-controlled entity, as the Group’s capital contributions. Thereafter, Jian Guo Hotel,
Badaling Tourism and LQX Tourism are no longer subsidiaries but jointly-controlled entities of the Group.

In addition to the above material transactions entered into during the year, the Yanjing Beer Group has
undertaken to indemnify the Group on an amount of HKS$25,071,000 which is equivalent to the net impact
to the Group's net profit as a result of the corporate income tax of Yanjing Brewery being in excess of 15%
for the year ended 31 December 2002. The indemnification, which would be executed when the relevant tax
payment is made by Yanjing Brewery, was recognised by the Group in the current year to match with the

corporate income tax charge of Yanjing Brewery accrued by the Group.
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NOTIS TO TNANCAL STATIVENTS

46.

47.

31 December 2002

COMPARATIVE AMOUNTS

As further explained in note 2 to the financial statements, due to the adoption of certain new and revised
SSAPs during the current year, the accounting treatment and presentation of certain items and balances in
the financial statements have been revised to comply with the new requirements. Accordingly, certain

comparative amounts have been reclassified to conform to the current year's presentation.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 15 April 2003.
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A summary of the published results and of the assets, liabilities and minority interests of the Group for the last

five financial years, as extracted from the Company's annual report and the audited financial statements, is set
out below:

RESULTS
Year ended 31 December
1998 1999 2000 2001 2002
HKS$'000 HKS$'000 HKS'000 HKS'000 HK$'000

TURNOVER 3,396,578 3,823,713 5,212,882 6,227,282 7,011,698

Operating profit 446,499 488,489 534,651 692,441 684,908

Share of profits and losses of:
Jointly-controlled entities (17,324) (34,279) 7,330 7,980 15,557
Associates 242,607 202,957 192,052 201,47 50,674
Amortisation of goodwill arising on
acquisition of jointly-controlled

entities — — — (681) {4,699)
Profit before tax 671,782 657,167 734,033 201,21 746,440
Tax (107.931) (104,653) (146,191) (167.736) (227,049}
Profit before mincrity interests 563,851 552,514 587,842 733,475 519,391
Minority interests (89,349) (68,231) (62.847) (155,947) {109,153}
Net profit attributable to shareholders 474,502 484,283 524,595 577,528 410,238

ASSETS, LIABILITIES AND MINORITY INTERESTS
31 December
1998 1999 2000 2001 2002
HKS$'000 HKS'000 HKS' 000 HKS$'000 HK$'000

TOTAL ASSETS 1,888739 14161957 15302836 16653826 17,364,494
TOTAL LIABILITIES (3,819,820)  (5,682.952)  (5918,598)  (6.374,801) {6,873,787)
MINORITY INTERESTS (2037817)  (2185103)  (2,783.250)  (3.74397)  {3,147,707)

6,031,102 6,293,902 6,600,988 7,104,628 7,343,000




Details of the Group’s major investment and hotel properties, properties under development and properties held

for sale are as follows:

investment and hotel properties
Percentage of interest
in property attributable
Location to the Group

Use

Lease terms

Level 6, Levels 8 to 12 100
and Levels 17 and 18

Scriven Tower Phase Il

24 Jian Guo Men Wai Avenue

Dongcheng District

Beijing

The PRC

Flat A, 23/F, Tower 2 100
The Floridian,

No. 18 Sai Wan Terrace

Quarry Bay

Hong Kong

The PRC

Jianguo Hotel ® 202
Jian Guo Men Wai Avenue

Chaoyang District

Beijing

The PRC

Phases |, Il and Il 30
of Badaling Hot Spring Resort®

35 Guishui North Street

Yanging County

Beijing

The PRC

Beijing Sanyuan Guangan Guesthouse 7477
4 East Lane, Guangwai Xinju

Xuanwu District

Beijing

The PRC

Part of the second floor and 4611
the whole of the third floor

A No. 1Jian Guo Men Wai Avenue

Chaoyang District

Beijing

The PRC

Units 1103, 1701, 1704 and 1903, 53.93
Hong Kong Worsted Mills industrial Building

31-39 Wo Tong Tsui Street

Kwai Chung

New Territories

Hong Kong

The PRC

® These two hotel properties are held by the Group’s jointly-controlled entities.

Commercial

Residential

Hotel
operations

Hotel
operations

Hotel
operations

Office
building

Industrial

Medium term lease
28/12/2043

Medium term lease
18/12/2033

Medium term lease
6/4/2037

Medium term lease
29/9/2036 to
30/12/2038

Medium term lease
277672018

Medium term lease
1571272043

Medium term lease
30/6/2047




Properties under development

Location Expected use

Gross floor Expected

Site area area sq. Percentage of date of

sq. metre metre completion completion

Percentage
of interest
attributable
to the Group

Block 7, Wan Bo Yuen Residential
Small District

72 You An Men Nei
Avenue

Xuanwu District
Beijing

The PRC

Yuan Jia International  Residential
Apartment

40 Xinzhong Street

Dongcheng District

Beijing

The PRC

3,008 32,670 10 12/2003

2,500 35,000 80 6/2003

50

56.08



Properties held for sale

Percentage
of interest
in property
Gross floor area attributable
Location Use sg. metre to the Group
Block A of Chengdu Wangfujing Plaza Hotel 74,600 35.07
13 Zhongfu Road operations
Jinjiang District
Chengdu
Sichuan Province
The PRC
Wan Bo Yuen Small District Residential 148,000 50
72 You An Men Nei Avenue
Xuanwu District
Beijing
The PRC
Chaofeng Villas Residential 19,100 50
South of Shisanling Reservoir
Changping County
Beijing
The PRC
14 Zaojun Temple Residential 7,000 74.77
Xueyuan South Road
Haidian District
Beijing
The PRC
Units 101-103, 107, 1501, 1503, 2001, Industrial 4,143 53.93
2101 and 2103-2104; private car park nos. 4, 6, 8,
10-13, 16, 19-21 on the upper ground floor;
lorry car park nos. 2-8, 12-14, 16-25, 27, 29
and container space no. 30 on the ground floor,
roof and external wall; Hong Kong Worsted Mills
Industrial Building, 31-39 Wo Tong Tsui Street, Kwai
Chung, New Territories, Hong Kong, The PRC
RPN




MNOTICE 1S HEREBY GIVEN that the Annual General Meeting of Shareholders of Beijing Enterprises Holdings
Limited will be held at Ballroom C, Level 5, The Island Shangri-La Hong Kong, Pacific Place, Supreme Court Road,
Central, Hong Kong on Friday, 20 June 2003 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 of the Auditors for the year ended 31 December 2002;

2. To declare a final dividend;

3. To elect Directors and to authorize the Board of Directors to fix Directors’ remuneration;

4. To appoint Auditors and to authorize the Board of Directors to fix their remuneration;

5. To consider as special business and, if thought fit, pass with or without amendments, the following

resolution as an ordinary resolution:
“THAT

{a)  the exercise by the Directors during the Relevant Period {as defined below) of all the powers of the
Company to purchase its shares, subject to and in accordance with the applicable laws, be and is

hereby generally and uncenditionally approved;

(b)  the total nominal amount of shares of the Company to be purchased pursuant to the approval in
paragraph (a) above shall not exceed 10% of the total nominal amount of the share capital of the
Company in issue on the date of passing of this resolution and the said approval shall be limited

accordingly; and

(¢} for the purpose of this resolution, “Relevant Period” means the period from the passing of this

resolution until whichever is the earliest of:
(i)  the conclusion of the next annual general meeting of the Company;

(i) the revocation or variation of the authority given under this resolution by ordinary resolution

passed by the Company’s shareholders in general meetings; and

(i) the expiration of the period within which the next annual general meeting of the Company is

required by the Articles of the Company or any applicable laws to be held.”;
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To consider as special business and, if thought fit, pass with or without amendments, the following

resolution as an ordinary resolution:

“THAT

(a)

the exercise by the Directors during the Relevant Period (as defined below) of all the powers of the
Company to issue, allot and deal with additional shares of the Company and to make or grant offers,
agreements and options which would or might require shares to be allotted, issued or dealt with
during or after the end of the Relevant Period (as defined below), be and is hereby generally and
unconditionally approved, provided that, otherwise than pursuant to (i) a rights issue where shares
are offered to shareholders on a fixed record date in proportion to their then holdings of 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 restrictions or obligations under the
laws of, or the requirements of any recognised regulatory body or any stock exchange in any territory
applicable to the Company) or (ii) any option scheme or similar arrangement for the time being
adopted for the grant or issue to officers and/or employees of the Company and/or any of its
subsidiaries of shares or rights to acquire shares of the Company, or (iii) any scrip dividend scheme or
similar arrangement providing for the allotment of shares in lieu of the whole or part of a dividend or
shares of the Company in accordance with the Articles of the Company, the total nominal amount of
additional shares to be issued, allotted, dealt with or agreed conditionally or unconditionally to be
issued, allotted or dealt with shall not in total exceed 20% of the total nominal amount of the share
capital of the Company in issue on the date of passing of this Resolution and the said approval shall

be limited accordingly; and

for the purpose of this resolution, “Relevant Period” means the period from the passing of this

resolution until whichever is the earliest of:
(i) the conclusion of the next annual general meeting of the Company;

(i) the revocation or variation of the authority given under this resolution by ordinary resolution

passed by the Company's shareholders in general meetings; and

(it} the expiration of the pericd within which the next annual general meeting of the Company is

required by the Articles of the Company or any applicable laws to be held.”; and

To consider as special business and, if thought fit, pass with or without amendments, the following

resolution as an ordinary resolution:

“THAT the general mandate granted to the Directors of the Company pursuant to resolution 6 above and

for the time being in force to exercise the powers of the Company to allot shares and to make or grant

offers, agreements and options which might require the exercise of such powers be and is hereby extended




by the total nominal amount of shares in the capital of the Company repurchased by the Company pursuant
to the exercise by the Directors of the Company of the powers of the Company to purchase such shares
since the granting of such general mandate referred to the above resolution 5, provided that such amount
shall not exceed 10% of the total nominal amount of the share capital of the Company in issue on the date

of passing of this resolution”.

By order of the Board
Tam Chun Fai

Company Secretary

Hong Kong, 15 April 2003

Notes:

The Register of Members will be closed from Monday, 16 June 2003 to Friday, 20 june 2003 (both days
inclusive), during which period no transfer of shares of the Company will be registered. In order to qualify
for entitlement to the proposed final dividend for the year ended 31 December 2002 and for attending the
Annual General Meeting, all transfers of shares of the Company accompanied by the relevant share
certificates and the appropriate transfer forms must be lodged with the Company's Share Registrar, Tengis
Limited, G/F., Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong for
registration not later than 4:30 p.m. on Friday, 13 June 2003.

2. A Member entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend
and, on a poll, vote on his behalf. A proxy need not be a Member of the Company. If more than one proxy is
so appointed, the appointment shall specify the number and class of shares in respect of which each such
proxy is so appointed.

3. To be valid, a form of proxy and the power of attorney or other authority, if any, under which it is signed,
or a notarially certified copy of such power of attorney or authority, must be lodged with the Company’s
Share Registrar, Tengis Limited, G/F., Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong not less than 48 hours before the time fixed for holding the Meeting.

4. An explanatory statement containing further details regarding resolutions 5 to 7 above will be sent to
shareholders shortly together with the 2002 Annual Report.
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