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THE YEAR'S HIGHLIGHTS IRFEMRE
C o Hongomgdolas ocat e of e e, Sachddes ndpersome)  (RE(IRE - BRBERETABSENELAT)

2007 2006
Turnover ($'000) BER (T 754,833 826,817
Loss for the year ($'000) FEEE () (260,294) (106,322)
Loss per share - Basic (cents) BREE —E7 (L) (70) (19)
Taxes paid, including beer tax ($'000) T IR E R (Foo) 140,831 127,007
Taxes paid per share (cents) R IE (L) 38 34
Fixed assets ($'000) ElE&E (T 1,496,910 1,769,377
Net worth ($'000) FE (T 7T) 1,754,463 1,974,097
Salaries, wages and other benefits ($'000) Fe IERHMEFR (T 105,510 118,836
Number of shares issued BITIRER 373,570,560 373,570,560
Number of shareholders PR 2 A 2,290 2,358
Number of personnel BT AZ 838 768
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n August 2007, the Company

launched a new marketing
campaign "Come Together" for
brand San Miguel. The new
campaign was launched with San
Miguel's new celebrity endorser
Mr. Jet Li in the television
commercial "Hero".




CHAIRMAN'S STATEMENT
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To Our Shareholders,

Financial Results

For fiscal year 2007, San Miguel Brewery Hong Kong Limited’s
(the "Company”) financial results reflect the Company's strategy
of focusing on more effectively managing its asset base to
maximize profitability and volume growth. Our South China
operations continued to grow in terms of both revenue and profit
contribution benefiting greatly from efforts to streamline
production capacities. In Hong Kong, we took decisive steps to
strengthen overall competitiveness by reinforcing our brand,
sales and distribution networks alongside restructuring
initiatives.

Though consolidated turnover declined by 8.7% compared to
last year, gross profit was 4.8% above last year. Gross profit
margin increased to 53.1% in 2007 from 46.3% in 2006 .

Consolidated loss attributable to equity shareholders increased
from HK$70.1 million to HK$262.4 million. In 2006, this included
one-time restructuring costs of our South China operations after
minority interests of HK$60.6 million while this year included
impairment loss and one-time restructuring costs of Hong Kong
operations, net of tax effect, of HK$238.8 million and HK$20.8
million respectively. Without the impairment loss and
restructuring costs, the Company’s consolidated loss attributable
to equity shareholders for 2007 would have been HK$2.8 million
compared to HK$9.5 million in 2006.
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CHAIRMAN'S STATEMENT

The impairment loss and restructuring costs resulted from having
ceased production at our brewery in Yuen Long, a move that is
in line with larger restructuring efforts with a view to improving
the long term profitability of the Group. However, given strong
demand in South China, we anticipate that capacity at our San
Miguel Guangdong Brewery will be insufficient even for South
China requirements alone. Growing inflation on the mainland,
the appreciation of Renminbi, and the abolition of excise duties
are changing the operating environment and we are anticipating
the need to change our sourcing strategy once again and resume
brewing operations in Hong Kong by next year.

The Company continued to be cash positive in 2007. Net cash
balances at 31 December 2007 amounted to HK$271.1 million
(2006: HK$240.9 million). Total net assets maintained at
HK$1,754.5 million (2006: HK$1,974.1 million) together with a low
debt to equity ratio of 0.11 (2006: 0.09) and current ratio of 1.6
times (2006: 2.2 times).

Dividends

Directors have resolved that no dividend will be declared for
2007.

Business Review

Hong Kong Operations

2007 saw the further recovery of Hong Kong's economy and the
reduction of excise duty rate of both beer and wine. While excise
duty rates for beer were halved from 40% to 20%, excise duties
on wine were equally favourable, further encouraging the
growing preference for wine and challenging our share of the
alcoholic beverage market.

With this, total duty-paid volume for beer in 2007 registered only
2.3% higher than the previous year. Even the 2.3% growth is likely
to be a result of the change in duty payments system brought
about by our Company’s new sourcing strategy as we shifted
production away from our Yuen Long brewery.
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Our Company welcomes government's move to reduce beer duty
rates. As part of our on-going commitment to passing on savings
to consumers, the Company has done its part in transferring
the savings directly and in full to wholesalers and retailers.
Though the Company did not benefit from this reduction directly,
we hope to see positive effects on the total industry in the near
future.

Reflecting industry conditions, the Company’s Hong Kong sales
volume increased by 2.5% over the previous year. Most
importantly, we saw a significant growth rate in our higher-priced
brands as the consumer preferences have slightly shifted out of
economy brands.

The Company continued to be the No. 1 beer company in Hong
Kong with our flagship brand San Miguel at the forefront. To
sustain San Miguel’s popularity and meet the challenges posed
by competing brands, the Company has organized a range of
strategic programs to reinforce and build San Miguel’s brand
equity and to strengthen its connection with customers and
consumers.

As the No. 1 beer company in Hong Kong, we are focused on
making our beer brands more appealing, available, and relevant
for our many consumers. To this end we have, in the past year,
created a good number of local promotions, events and
sponsorship schemes to fortify and grow our brand in an
enduring and meaningful way.

In August 2007, the Company launched a new marketing
campaign “Come Together” for brand San Miguel. The new
campaign was launched with San Miguel's new celebrity
endorser Mr. Jet Li in the television commercial “Hero”. The
centrepiece of a wider marketing program aimed at brand
activation and product availability, the Come Together campaign
included a point-of-sales visibility blitz, on-line communications,
movie sponsorships and public relation programs.

Building on the enormous success of the “San Miguel
WildDayOut” programs in the last four years, the Company
continued to implement the series of bar shows and promotion
programs to strengthen the brand San Miguel communication
platform to young consumers.
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December 2007 witnessed the introduction of the new San
Miguel Draught Beer imported from the Philippines. This new
offering was San Miguel's new initiative to further fortify the
brand’s presence in higher-end bars, pubs and restaurants.

All these initiatives, over and above our unwavering commitment
to improve excellence in execution and cost management, will
provide our Company the foundation to maintain market
leadership in Hong Kong.

SOUTH CHINA OPERATIONS

The Company’s performance in South China has improved
significantly. After turning over factory and production assets to
Guangzhou Brewery in 2006, Guangzhou San Miguel Brewery
Company Limited ("GSMB") has shown strong resurgence and
development in 2007. This was the concerted effort from the
people in the organization to improve sales and contain cost.

GSMB's total sales amount of San Mig Light has gone up by 9%
over last year through continuous effort to reinforce the brand
value. Core markets like Guangzhou and Dongguan continued
to see the airing of the very successful San Mig Light television
commercial, “Projector”. As part of the regional campaign, Jet
Li's new television commercial for San Miguel “Hero” was also
launched in key cities in Guangdong. Like Hong Kong, the launch
was supported with programs like movie sponsorships and
market-wide consumer promotions.

Domestic sales volume of San Miguel (Guangdong) Brewery
Company Limited ("SMGB") grew by 6% over the previous year,
mainly on the strength of the Dragon brands. Steady volume
growth, meanwhile, significantly contributed to the improvement
of SMGB'’s operating income over 2006 levels.

The continued airing of the "Refreshing to Fly” television
commercial and presence of effective brand signage in outlets
in Shunde and nearby counties have further improved the brand
equity of Dragon and reinforced its market leadership in Shunde.

In response to the growing business in South China, SMGB has
completed Phase 1 of the expansion project and is now working
on Phase 2. Upon completion of Phase 2, the plant’s capacity
will be increased to 2.3 million hectoliter per annum.
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CHAIRMAN'S STATEMENT

Community Relations and Social
Responsibility

At SMBHK, we strive to be commercially successful and at the
same time socially responsible in the way we achieve that
success. We believe we have an important role to play in terms
of providing economic opportunity in both our home base of
Hong Kong and South China and, as such, have worked hard to
foster goodwill in our communities through locally relevant
initiatives such as generating employment where we can, paying
the proper taxes to government and investing in the future. We
continue to sponsor and participate in various local community
events and have made regular donations to charities and non-
profit organizations.

The Company is also committed to protecting the environment
where it operates and ensuring that various environmental
standards set by government are met or exceeded.

Human Resources

We continue to invest in our people and ensure that they receive
appropriate training and support from the Company and from
external training and development organizations.

As a people-intensive business, SMBHK puts great emphasis on
the skills and motivation of all its employees in order to ensure
that they are well trained and challenged on a daily basis.
Strategies designed to attract, develop and retain the best people
will build a robust organisation which can help the business meet
the challenges ahead.

The Company offers competitive remuneration packages
commensurate with market standards and provides attractive
fringe benefits, including medical and insurance coverage and
retirement packages to all employees.

Corporate Governance

The Company continued to apply the principles of the Code
Provisions under the Code on Corporate Governance Practices
contained in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“The

FTREHRE
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Listing Rules”) throughout the year 2007 except (i) all of the non-
executive directors are not appointed for a specific term but
are subject to retirement and rotation and re-election at the
Company'’s Annual General Meeting; and (i) there were only two
independent non-executive directors in the board of directors
and audit committee and majority of the remuneration
committee were not independent non-executive directors for a
certain period in 2007. Details of compliances are set out in the
Company’s Annual Report’s Corporate Governance section.

Directors

Mr. Chong Yoon Fatt resigned from the Board since we published
our interim report on 4 September 2007. We thank Mr. Chong
for his contributions to the Group over the past years.

With the departure of Mr. Chong Yoon Fatt, Mr. Peter K.Y. Tam
was appointed as Managing Director on 31 December 2007.

Future Direction and Challenges

The objectives of the Company for the year 2008 are:

. In Hong Kong, to continue to improve profitability,
increase our market share and reinforce the
market leadership of San Miguel brand.

. In South China, to continue to strengthen San
Miguel brand equity and consolidate the growth
of Dragon brand.

We remain committed to maximising shareholder value and
continue to strengthen our brands. We will also maintain
disciplined cost control by achieving higher cost-efficiencies
across the board, particularly in the areas of production and
distribution.

In closing, we wish to thank the Board of Directors for their
continued guidance and support. Thanks also go to our
shareholders and customers for their trust and loyalty and the
employees for their dedication and hard work.

L

Ramon S. Ang
Chairman

22 April 2008
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REPORT OF THE DIRECTORS

To be presented at the Forty-fifth Annual General Meeting of
shareholders to be held at JW Marriott Ballroom, Level 3, JW
Marriott Hotel Hong Kong, Pacific Place, 88 Queensway, Hong
Kong on Tuesday, 10 June 2008 at 3:00 p.m.

The directors submit herewith their Annual Report together with
the audited financial statements for the year ended 31 December
2007.

Principal place of business

San Miguel Brewery Hong Kong Limited (the “Company”) is a
company incorporated and domiciled in Hong Kong and has its
registered office and principal place of business at 9/F, Citimark
Building, 28 Yuen Shun Circuit, Siu Lek Yuen, Shatin, New
Territories, Hong Kong.

Principal activities

The principal activities of the Company are the manufacture and
distribution of bottled, canned and draught beers. The principal
activities and other particulars of the Company's subsidiaries
are set out in note 16 to the financial statements.

The segment analysis of the Company and its subsidiaries (the
"Group”) for the financial year is set out in note 12 to the financial
statements.
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Major customers and suppliers

The information in respect of the Group's sales and purchases
attributable to the major customers and suppliers, respectively,
during the year is as follows:

FEREFRHEESR
UTHBARFEEERS REEED A AEE
WERRBBE AR -

Percentage of
the Group’s total

sales Purchases
HAEE
HEAETIE KRBELEISL
The largest customer BARFP 49.0%
Five largest customers in aggregate BEAAEF A 14.6%
The largest supplier BRASERS 6.8%
Five largest suppliers in aggregate BEAANHERSE 17.5%

The largest supplier was San Miguel Corporation (“SMC"), the
ultimate holding company of the Company, and its associates
(collectively the “San Miguel Group”) in which Mr. Ramon S. Ang,
Mr. Faustino F. Galang, Mr. Ferdinand K. Constantino, Mr. Francis
H. Jardeleza, Mr. Carlos Antonio M. Berba, Ms. Minerva Lourdes
B. Bibonia and Mr. Peter K. Y. Tam have beneficial interests to
the extent that they either have equity interests in or are directors
of SMC or its associates.

Save as disclosed above, none of the directors, their associates,
or any shareholder of the Company (which to the knowledge of
the directors owns more than 5% of the Company'’s share capital)
had any interest in these major customers or suppliers.

Financial statements

The loss of the Group for the year ended 31 December 2007 and
the state of the Company’s and the Group's affairs as at that
date are set out on pages 68 to 137 of the financial statements.

Transfer to reserves
Loss for the year of HK$260,294,000 (2006: HK$106,322,000) has

been transferred to reserves. Other movements in reserves are
set out in note 27 to the financial statements.

BA }E?ﬁEZJSZ\\TZH’ZQT AT - ENERF]
(TENB AR REBE AT (REIELER]D) -
He - %—%E&Xﬁ‘ai BEELE  EERKEE
E A~ glBEB LA - Minerva Lourdes B. Bibonia
T RERRALEABRBENB AT ZRES AE
EEMEST=E -

BREXHBEEESIN  REF REZBMEALRE
MBEEEMAREARBARAEBANZIAZAR
ARRRAFEAMEREZSEIRZETP LHER
ZAE s o

R TR

AEBHE_TTLF T _A=T—"HILFEZE
BREARAREREENZBZMBAR - EIIRA
FIRFEOBE17E 2 WK ©

ERARE

KEEEIE260,294,0008 T (ZEZ X ¢
106,322,000/ 7T) B B A - FfE 2 it ‘QEJJ%E
RS REME27 ©

ERENBERERAF

—ETLEFR O



REPORT OF THE DIRECTORS

Dividends

The directors have resolved that no final dividend be declared
for the year ended 31 December 2007.

Charitable and other donations

Charitable and other donations made by the Group during the
year amounted to HK$416,000 (2006: HK$8,000).

Fixed assets

The Group spent HK$60,313,000 (2006: HK$55,124,000) on fixed
assets during the year. Details of these acquisitions and other
movements in fixed assets are set out in note 13 to the financial
statements.

Share capital

Details of the share capital of the Company are set out in note

27 to the financial statements. There were no movements during
the year.
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REPORT OF THE DIRECTORS

Directors

The directors of the Company as at the date of this Annual Report
are set out on page 3 of the Annual Report.

With the exception of Mr. Carlos Antonio M. Berba, Mr. lwan David
Nevyn Evans, Mr. Francis H. Jardeleza, Mr. Carmelo L. Santiago
and Mr. Peter K. Y. Tam, who were appointed as directors during
the year, all of the directors served as such for the full year.

Mr. lan F. Wade, Ms. Ma. Belen C. Buensuceso, Mr. Roberto N.
Huang and Mr. Chong Yoon Fatt resigned as director during 2007.

Dr. The Hon. Sir David K. P. Li, Mr. Ng Wai Sun and Ms. Minerva
Lourdes B. Bibonia retire by rotation in accordance with Article
105 of the Company’s Articles of Association at the forthcoming
Annual General Meeting and, being eligible, offer themselves for
re-election.

Mr. Iwan David Nevyn Evans, Mr. Carmelo L. Santiago and Mr.
Peter K. Y. Tam who were appointed as directors since the last
Annual General Meeting, retire from the office of director in
accordance with Article 96 of the Company’s Article of
Association, and Mr. Carmelo L. Santiago and Mr. Peter K. Y. Tam
offer themselves for re-election at the forthcoming Annual
General Meeting.

None of the directors proposed for re-election at the forthcoming
Annual General Meeting has an unexpired service contract which
is not determinable by the Company or any of its subsidiaries
within one year without payment of compensation, other than
normal statutory obligations.
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REPORT OF THE DIRECTORS
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Directors’ interests

The directors of the Company as of 31 December 2007 had the
following personal interests in the shares of the Company, its
holding companies, subsidiaries and other associated
corporations (within the meaning of the Securities and Futures
Ordinance ("SFQ")) at that date as recorded in the register of
directors’ interests required to be kept under Section 352 of the
SFO:

(i) Interests in issued shares

EEzED

R(EF L ABIGRPDEI2MGERERTFILEFTERE
AMmEmE  R-FETLF+_A=+T—H2Z~K
RAEENEARAARA - HERAT - HELA
AIREMBEAR (EXREFRPEKERD) BT
ARz BEFR ST -

(i) eBTREAZER
Number of ordinary shares of
HK$0.50 each in the Company

AATREBREE
BEOSOT 2 EBR ZBAEBE

Number of % of total

Director shares held issued shares

HERTRA

EEHA EREE HEoHDL

David K. P. Li THE 300,000 0.08%

Number of common shares in

San Miguel Corporation
ENBATREBERZBRHEE

Number of % of total

Director shares held issued shares

HERTRA

EEHA EREE HHEoHDL
Class A (par value of 5 pesos each): HFE (EREESHER) :

Ramon S. Ang 2RI 6,050 0.000192%

Faustino F. Galang L= 83,800 0.002656%

Carlos Antonio M. Berba BB 1,045 0.000033%

Minerva Lourdes B. Bibonia Minerva Lourdes B. Bibonia 30,000 0.000951%

Ferdinand K. Constantino BER 123,800 0.003924%

Francis H. Jardeleza 21E 70,001 0.002219%
Class B (par value of 5 pesos each): ZE (EREESHER) :

Faustino F. Galang Bl 60,000 0.001902%

Minerva Lourdes B. Bibonia Minerva Lourdes B. Bibonia 30,000 0.000951%

Francis H. Jardeleza g1E 50,000 0.001585%
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REPORT OF THE DIRECTORS EE&8#WE

Directors’ interests (continued) EEvER®

(ii) Interests in underlying shares (i) REERGOz2ER
Certain directors of the Company have been granted ARNBETESREA DB RF 2 BIRER
stock options to subscribe for common shares in SMC ZERBEREAREE N BRG] 2 E B
under SMC's stock option scheme. Particulars of stock B RFARR_ZEZLF+_A=1+—H
options in SMC held by directors during the year and as BRESRELENB AR ZEREFBOT

at 31 December 2007 are as follows:

Stock options in San Miguel Corporation

EHBNFZERE
No. of options No. of No. of No. of
outstanding options options options
Exercise Exercise at the granted  exercised  outstanding
period price per  beginning during during  atthe end
Dirgctors Date granted up to option of the year the year the year  of the year
3 Egh
WAEZ  ERMREZ  EAAFz  HAGEZ
3] RiAH HIfGRY  SKOFE  BREEE  BREHE  EREZE  BREXE
(nesos)
(#2)
Class A (par value RE(ER

of 5 pesos each): ElER )
Ramon S. Ang =608 26/06/2003 26/06/2011 5450 259422 - - 259422
01/10/2004 01/10/2012 57.50 266,354 - - 266,854
1011172005 101172013 65.00 204,654 - - 204,654
01/03/2007 01/03/2015 63.50 - 993,386 - 993,386
Fauistino F. Galang EIE 26/06/2003 26/06/2011 5450 2843 - (28435) -
01/10/2004 0171072012 57.50 87,751 — (87.751) —
10/11/2005 1011172013 65.00 67,090 = (67,090) =
Carlos Antonio JER 26/06/2003 26/06/2011 94.50 3975 = (3979) =
M. Berba 01/10/2004 01/10/2012 57.50 12,268 = (4,100) 8,168
10/11/2005 101172013 65.00 20,566 = = 20,566
01/03/2007 01/03/2015 63.50 - 127,058 - 127,058
Mingrva Lourdes B. Mingrva Lourdes B. 26/06/2003 26/06/2011 5450 11928 - - 11928
Bibonia Bibonia 01/10/2004 01/10/2012 57.50 26,750 - - 26,750
10/11/2005 10/11/2013 65.00 33824 — — 33,324
01/03/2007 01/03/2015 6350 = 180,898 = 180,898
Ferdinand K. % 26/06/2003 26/06/2011 94.50 16,838 = (16,838) =
Constantino 01/10/2004 01/10/2012 57.50 96,643 = (37.762) 18,881
10/11/2005 101172013 65.00 43,391 = (16,131) 32,200
01/03/2007 01/03/2015 63.50 - 260,533 - 260,533
Francis H. EEY 26/06/2003 26/06/2011 54.50 17512 = (17512 -
lardeleza 01/10/2004 01/10/2012 57.50 %,476 = (37,651) 18,825
10/11/2005 10/11/2013 65.00 45,086 — (15,030) 30,056
01/03/2007 01/03/2015 6350 = 204,268 = 204,268
Peter K. Y. Tam EEY 26/06/2003 26/06/2011 5450 17452 - - 17,452
01/10/2004 0171072012 57.50 17,039 = = 17039
10/11/2005 101172013 65.00 909 = = 909

SAN MIGUEL BREWERY HONG KONG LTD.
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REPORT OF THE DIRECTORS EE&8#WE

Directors’ interests (continued) EECERZ®

(ii) Interests in underlying shares (continued) (i) REBRH 2EE @

Stock options in San Miguel Corporation

£NE0RzERE
No. of
options
outstanding No. of No. of No. of No. of
Exercise at the options options options options
Exercise price  beginning granted  exercised lapsed outstanding
period per of the during during during at the
Directors Date granted up to option year the year the year the year year end
E8 FER
Wiz  EREEZ  ERffz  FARMZz  HATREZ
EEftE RHAH BLABRE SHROEE  BREHE  BREHE  BREER  BREHA  BREHE
(pesos)
(&%)

ClassB (parvalle  ZE(BR
of5pesoseach)  EESRR)

Ramon S. Ang ZHX 26/06/2003 26/06/2011 6250 111,181 - - - 111,181
01/10/2004 01/10/2012 7050 114,366 = = = 114,366

10/11/2005 10/11/2013 89.50 13643 - - - 136,43

01/03/2007 01/03/2015 7550 = 862,058 = = 462,058

FaustinoF. Galang 5% 26/06/2003 26/06/2011 6250 12,186 - (12189 - -
01/10/2004 01/10/2012 7050 37,607 = (37,607) = =

10/11/2005 101172013 89.50 i = = (44.727) =

Carlos Antonio JEE 26/06/2003 26/06/2011 6250 1,703 = (1,703 = =
M. Berba 01/10/2004 01/10/2012 7050 5,58 = (1750 - 3,508
10/11/2005 101112013 89.50 13710 = - - 13710

01/03/2007 01/03/2015 75.50 = 84,706 = = 84,706

Minerva Lourdes B.  Minerva Lourdes 26/06/2003 26/06/2011 6250 5,112 - - - 5112
Bbonia B. Bibonia 01/10/2004 01/10/2012 7050 11,464 = = = 11,464
10/11/2005 101172013 89.50 2550 = = = 2550

01/03/2007 01/03/2015 75.50 = 120,598 = = 120,598

Ferdinand K. RER 26/06/2003 26/06/2011 62.50 7216 = [7.216) = =
Constantino 01/10/2004 011102012 7050 2,275 - (16,18) - 8,091
10/11/2005 101172013 89.50 32,260 = = = 32,260

01/03/2007 01/03/2015 7550 = 173689 = = 173689

FrancisH. Jardeleza B 26/06/2003 26/06/2011 6250 7,505 - (7.50) — —
01/10/2004 01/10/2012 7050 21,204 = (16,13 = 8,068

10/11/2005 10/11/2013 89.50 30,057 - - = 30,057

01/03/2007 01/03/2015 7550 = 162846 = = 162,846

Peter K. Y. Tam Ry 26/06/2003 26/06/2011 6250 7480 = - - 7,480
01/10/2004 01/10/2012 7050 7.303 = = = 7303

10/11/2005 101172013 89.50 406 = = = 806
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Directors’ interests (continued) EEEFZ®

(ii) Interests in underlying shares (Continued) (i) RiEERKRGD 2= @)
Notes: The stock options exercised by directors during the year e SEFRFATE2BERED R LR

were disclosed above. All interests in the shares and
underlying shares of the Company, its holding
companies, subsidiaries and other associated
corporations are long positions.

Apart from the foregoing, at no time during the year was
the Company, any of its holding companies, subsidiaries
or associated corporations, a party to any arrangement
that will enable the directors of the Company to acquire
benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate.

Apart from the foregoing, none of the directors of the
Company or any of their spouses or children under
eighteen years of age has interests or short positions in
the shares, underlying shares or debentures of the
company, or any of its holding companies, subsidiaries
or other associated corporations, as recorded in the
register required to be kept under section 352 of the
SFO or as otherwise notified to the Company pursuant
to the Model Code for Securities Transactions by
Directors of Listed Issuers as adopted by the Company.
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A t SMBHK, we strive to be

commercially successful and
at the same time socially
responsible in the way we achieve

that success.

29th Hong Kong Rowing Championships
"San Miguel Cup"

Women's 1x
Sf'\@i CHAMPION
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1 7-18 November 2007
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Substantial shareholders’ interests in FERRNBRORERBRG 2

shares and underlying shares

The Company has been notified of the following interests in the RZZEE+F+_A=+T—0  ARREETIE
Company’s issued shares at 31 December 2007 amounting to ARABETEBRR Z5% A EMARRAT B EITR
5% or more of the ordinary shares in issue: Mk
Ordinary shares of
HK$0.50 each
EREEBE050T 2EBERK MG
Number of ordinary % of total
Substantial shareholders shares held issued shares
HERTRA
FERR FEEBEREA BECEDL
San Miguel Corporation (note 1) EhiEnaE (faE) 245,720,800 65.78%
San Miguel International Limited & A EBERER A 7 (A1)
(note 1) 245,720,800 65.78%
San Miguel Holdings Limited EhERBRAR (Hat1)
(note 1) 245,720,800 65.78%
San Miguel Brewing International 4 HEEBEE AR A F (K1)
Limited (note 1) 245,720,800 65.78%
Neptunia Corporation Limited SimFBR AR (KaET)
(note 1) 245,720,800 65.78%
Cheung Kong (Holdings) Limited RIBEXE(RE) BRAR (Ka32)
(note 2) 23,703,000 6.34%
Li Ka-Shing Unity Trustee Li Ka-Shing Unity Trustee
Company Limited (note 2) Ccompany Limited (K #£2)
(as trustee of The Li Ka-Shing (fEA&The Li Ka-Shing Unity Trust
Unity Trust) ZAEFEAN) 23,703,000 6.34%
Li Ka-Shing Unity Trustcorp Limited Li Ka-Shing Unity Trustcorp
(note 2) (as trustee of another Limited (f/z#2) {EB S —
discretionary trust) EHRRBERZETA) 23,703,000 6.34%
Li Ka-Shing Unity Trustee Li Ka-Shing Unity Trustee
Corporation Limited (note 2) Corporation Limited (K/2#2)
(as trustee of The Li Ka-Shing (fE&The Li Ka-Shing Unity
Unity Discretionary Trust) Discretionary TrustZ {5 A) 23,703,000 6.34%
Li Ka-Shing (note 2) T (MiE2) 23,703,000 6.34%
Conroy Assets Limited (note 2) Conroy Assets Limited (#/7£2) 13,624,600 3.65%
Hamstar Profits Limited (note 2) Hamstar Profits Limited (f72#2) 10,078,400 2.70%

SAN MIGUEL BREWERY HONG KONG LTD.
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Substantial shareholders’ interests in
shares and underlying shares (continued)

Notes:

(1) SMC, San Miguel International Limited (“SMIL"), San Miguel
Holdings Limited ("SMHL") and San Miguel Brewing International
Limited ("SMBIL") are all deemed to hold the above disclosed
interest of Neptunia Corporation Limited (“Neptunia”) in the
Company because SMC has a controlling interest in SMIL, SMIL
has a controlling interest in SMHL, SMHL has a controlling interest
in SMBIL and SMBIL has a controlling interest in Neptunia.

2) Mr. Li Ka-Shing is the settler of each of The Li Ka-Shing Unity
Discretionary Trust (“DT1") and another discretionary trust
("DT2"). Each of Li Ka-Shing Unity Trustee Corporation Limited
("TDT1", which is the trustee of DT1) and Li Ka-Shing Unity
Trustcorp Limited (“TDT2", which is the trustee of DT2) holds
units in The Li Ka-Shing Unity Trust ("UT1") but is not entitled to
any interest or share in any particular property comprising the
trust assets of the said units trusts. The discretionary
beneficiaries of each of DT1 and DT2 are, inter alia, Mr. Li Tzar
Kuoi, Victor, his wife and children and Mr. Li Tzar Kai, Richard. Li
Ka-Shing Unity Trustee Company Limited (“TUT1") as trustee of
UT1, together with certain companies which TUT1 as trustee of
UT1 is entitled to exercise or control the exercise of one-third
or more of the voting power at their general meetings, hold more
than one-third of the issued share capital of Cheung Kong
(Holdings) Limited (“CKH"). CKH is entitled to exercise or control
the exercise of one-third or more of the voting power at the
general meetings of Conroy Assets Limited and Hamstar Profits
Limited.

The entire issued share capital of each of TUT1, TDT1 and TDT2
are owned by Li Ka-Shing Unity Holdings Limited (“Unity Holdco").
Each of Mr. Li Ka-Shing, Mr. Li Tzar Kuoi, Victor and Mr. Li Tzar
Kai, Richard is interested in one-third of the entire issued share
capital of Unity Holdco. TUT1 is interested in the shares of CKH
by reason only of its obligation and power to hold interests in
those shares in its ordinary course of business as trustee and,
when performing its function as trustee, exercises its power to
hold interests in the shares of CKH independently without any
reference to Unity Holdco or any of Mr. Li Ka-Shing, Mr. Li Tzar
Kuoi, Victor and Mr. Li Tzar Kai, Richard as a holder of the shares
of Unity Holdco as aforesaid.

By virtue of the SFO, each Mr. Li Ka-Shing (considering that he is
the settler and may be regarded as a founder of each of DT1
and DT2 for the purpose of the SFO), TUT1, TDT1, TDT2 and CKH
is deemed to be interested in the 23,703,000 shares of the
Company of which 13,624,600 shares are held by Conroy Assets
Limited and 10,078,400 shares are held by Hamstar Profits
Limited.
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Substantial shareh_olders’ interests in
shares and underlying shares (continued)

All interests in the shares and underlying shares of the Company
stated are long positions.

Apart from the foregoing, no other interests required to be
recorded in the register kept under Section 336 of the SFO have
been notified to the Company.

Sufficiency of public float

Based on the information that is publicly available to the
Company and within the knowledge of the directors of the
Company as at the date of this Annual Report, the Company has
maintained the prescribed public float under the Listing Rules.

Directors’ interests in contracts

Pursuant to an agreement dated 12 June 1963, Neptunia
Corporation Limited provides technical and advisory services to
the Company and may be paid a General Managers Commission.
Mr. Ramon S. Ang, Mr. Faustino F. Galang, Mr. Ferdinand K.
Constantino, Mr. Francis H. Jardeleza, Mr. Peter K. Y. Tam, Mr.
Carlos Antonio M. Berba and Ms. Minerva Lourdes B. Bibonia
are interested parties to this contract to the extent that they
either have equity interests in or are directors of San Miguel
Corporation, the ultimate holding company of Neptunia
Corporation Limited. General Managers’ Commission has not
been paid by the Company or charged by Neptunia Corporation
Limited since the 1995 financial year.

Save as disclosed above, no contract of significance to which
the Company, or any of its holding companies, subsidiaries or
associated corporations was a party and in which a director of
the Company had a material interest, subsisted at the end of
the year or at any time during the year.

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007
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he Company continued to be

the No. 1 beer company in
Hong Kong with our flagship
brand San Miguel at the forefront.
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Connected transactions BER S
(i) continuing connected transactions (i) HE4EHBQARAREBEHATZEE
made with SMC and its associates BERXS
In order to comply with the Listing Rules, the Company REEE ETRA - RABERRD T 2 L%
entered into an agreement (the “Agreement”) with SMC, BRAR - ENBRF] RZETRF=A+
the ultimate holding company of the Company, on 11 ARl —HhinsSE s BIEEERE
March 2005 to govern the terms upon which the trade- SEBRNFERERS  BEREHEEE
related continuing connected transactions which consist BEREMEREBEERE -
of, among others, purchase of packaging materials and
alcoholic beverages from the San Miguel Group, will be
carried out between members of the Group and members
of the San Miguel Group.
Under the Agreement, the Group entered into the REFERN - NEBERBELHEEETAT
following trade-related continuing connected HESEANBERERS - BEPBERE
transactions during the year. Each of the continuing REEHRTGBB T LR - ZH@mENZ
connected transactions is not expected to exceed the EERNFNALERITZRREI AT E
cap set for each transaction under the Agreement and in BT IR AL o
the announcement dated 7 April 2005.
2007 2007
Continuing Actual Cap
connected transactions BERERS BE ER
HK$'000 HK$'000
BT T BT T
Purchase of packaging materials ~ A&EBE R A HEE
(comprising cans, bottles, crown B E & 25
seals and crates) by the (B IEHE - B -
Group from the San Miguel Group £ K& B#8) 34,813 105,700
Purchase of packaged beer by the ZA&EBERAENEE
Group from the San Miguel Group B E 2 B 1EA 2,836 5,000
Sales of packaged beer by the AEBRENEE
Group to the San Miguel Group HEE BEER 4,346 60,700
Payment of commission by the AEEEERE TER
Group to the San Miguel Group (B4 - BFI KA BIBRIN
in respect of sales of packaged ZEFHEEBEERR
beer by the Group directly to A mEE N EE
customers in certain countries XA
(other than Hong Kong, Macau
and the PRC) — 1,600
28 SAN MIGUEL BREWERY HONG KONG LTD.
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Connected transactions (continued)

)

Continuing connected transactions
made with SMC and its associates
(Continued)

The on-going trade-related continuing connected
transactions had been reviewed by the independent non-
executive directors of the Company who had confirmed
that the said transactions were entered into:

(1

in the ordinary and usual course of business of
the Group;

on normal commercial terms and on terms in
accordance with the Agreement that were fair and
reasonable so far as the shareholders of the
Company were concerned; and

the aggregate amount of the on-going transactions
did not exceed the relevant caps as set out in the
announcement dated 11 March 2005.

The Company has received from the auditors a letter
reporting that the on-going trade-related continuing
connected transactions:

(1

have received the approval of the Board of
Directors of the Company;

were entered into in accordance with the pricing
policies of the Group for those transactions involve
provision of goods by the Group;

have been entered into in accordance with the
Agreement dated 11 March 2005; and

have not exceeded the relevant caps as set out in
the announcement dated 11 March 2005.

SEEBHRSE
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Connected transactions (continued)

()

Continuing connected transactions
made with SMC and its associates
(Continued)

In anticipation of the expiration of the Agreement on 31
December 2007, the Company and SMC entered into a
new agreement (“New Agreement”) on 6 December 2007
with a view to renewing the Agreement to continue to
carry out the trade-related continuing connected
transactions from 1 January 2008 to 31 December 2010
on substantially the same terms as those under the
Agreement.

The board of directors, the independent financial advisor
and independent board committee reviewed the terms
of the New Agreement (including the caps) and the
transactions contemplated therein and considered that
they:

(@) are entered into in the ordinary and usual course
of business of the Group;

(b) are on normal commercial terms and are fair and
reasonable; and

(C) are in the interests of the Company and the
shareholders as a whole.

The New Agreement, including the trade-related
continuing connected transactions and the caps set for
such transactions as set out below, was approved by
independent shareholders at the Extraordinary General
Meeting of the Company on 4 January 2008.
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Continuing Cap Cap Cap
connected transactions BEBERS ER LR LR
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BT  A¥Tr BB TT
Purchase of packaging materials by the ~ A&EBRAEHEE
Group from the San Miguel Group BEBRME 42,100 52,000 60,000
Purchase of alcoholic and non-alcoholic ~ AR&EBE R4 H 5
beverage products by the Group from BEERENIERE
the San Miguel Group FH R on EE 7,500 8,200 9,200
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Connected transactions (continued)

(ii)

Connected Transaction made with a
subsidiary of SMC

On 25 July 2007, San Miguel (Guangdong) Brewery
Company Limited ("SMGB"), a 92% indirectly-owned
subsidiary of the Company, and Archkn Technologies, Inc.
("ArchEn”), entered into the Engineering Design Services
Agreement, pursuant to which ArchEn provided process
and engineering design services to SMGB in respect of
the first phase of SMGB’s proposed expansion of its
brewery facilities in Shunde District, Foshan City,
Guangdong Province, the People’s Republic of China.
ArchEn is a wholly-owned subsidiary of SMC and is thus
a connected person of the Company. As such, the
Engineering Design Services Agreement constituted a
connected transaction for the Company.

The total fees payable by SMGB to ArchEn was
US$220,000 (equivalent to approximately HK$1,720,000).
Based on the transaction amounts of the Engineering
Design Services Agreement and the technical support
services provided by SMC in respect of the first phase of
the brewery expansion project of SMGB, which
transactions were aggregated as a single transaction as
they are similar in nature and relate to the SMGB brewery
expansion, the connected transactions are only subject
to the reporting and announcement requirements under
Chapter 14A of the Listing Rules but are exempted from
the independent shareholders’ approval requirement.

The directors (including the independent non-executive
directors) considered that the terms of the Engineering
Design Services Agreement were fair and reasonable and
in the best interests of the Company and the shareholders
of the Company as a whole and the Engineering Design
Services Agreement was entered into on normal
commercial terms.

An announcement was made by the Company on 26 July
2007 in this respect.
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HEMNSBERRE HEEZEER

Connected transactions (continued)

(ifi) Continuing connected transactions (iii)

made with Guangzhou Brewery and San
Miguel Group

Guangzhou San Miguel Brewery Company Limited
("GSMB") is an equity joint venture formed between San
Miguel (Guangdong) Limited (“SMG") and Guangzhou
Brewery (“GB") and is held as to 70% by SMG and as to
30% by GB. SMG is a 92.989% owned subsidiary of the
Company and GB is a connected person of the Company
by virtue of its substantial shareholding in GSMB. To
facilitate the business operations of GSMB, San Miguel
International Limited ("SMIL") (@ member of the San Miguel
Group) and GB have respectively granted GSMB a licence
to use their respective trademarks upon establishment
of GSMB pursuant to the SMIL Trademark Licensing
Agreement and the GB Trademark Licensing Agreement

Apart from the SMIL Trademark Licensing Agreement, the
Group has also entered into other licence agreements
with certain other members of the San Miguel Group: (i)
the Neptunia Sub-licence Agreement entered into
between the Company and Neptunia Corporation Limited
(a wholly owned subsidiary of SMC) and (i) the San Miguel
Brewing International Limited (“SMBIL") Sub-licence
Agreement entered into between SMGB and SMBIL (a
wholly owned subsidiary of SMC).

The directors (including the non-executive directors)
considered that the terms of the SMIL Trademark
Licensing Agreement, the Neptunia Sub-license
Agreement, the SMBIL Sub-license Agreement
(collectively, the “San Miguel Group Licensing
Agreements”) and the GB Trademark Licensing
Agreement, including their respective tenures which are
for more than three years, are on normal commercial
terms, fair and reasonable, and that the transactions
contemplated under such agreements are in the interests
of the Company and the shareholders as a whole.
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Connected transactions (continued) BER S (@)
(iiiy continuing connected transactions (i) Ff)l\lﬁ@ﬁ&iﬂ%liﬁma
made with Guangzhou Brewery and San EXS @

Miguel Group (Continued)

The transactions under the San Miguel Group Licensing
Agreements (which have been aggregated as a single
transaction for purposes of the Listing Rules) and the GB
Trademark Licensing Agreement constituted continuing
connected transactions under Rule 14A.34(1) of the
Listing Rules. The annual royalties payable by the Group
under each of (i) the San Miguel Group Licensing
Arrangements and (ii) the GB Trademark Licensing
Agreement shall be less than HK$10 million for the year
ending 31 December 2007 and each of the financial years
during the remaining term of the relevant licence / sub-
licence agreements. Based on this proposed cap, the
transactions under each of the (i) San Miguel Group
Licensing Agreements and (ii) the GB Trademark Licensing
Agreement are only subject to the reporting and
announcement requirements and are exempt from the
independent shareholders’ approval requirement. An
announcement was made by the Company on 19
September 2007 in this respect.

In relation to the SMIL Trademark Licensing Agreement
and the Neptunia Sub-Licence Agreement, as per the
payment instructions from SMC on 18 December 2000,
all royalties receivable from GSMB and SMBHK have been
assigned and transferred to SMBIL effective 1 January
2000 until further notice.

The amount of royalties paid to Guangzhou Brewery and
San Miguel Group for the year ended 31 December 2007
were HK$1,743,000 and HK$4,421,000 respectively (2006:
HK$1,656,000 and HK$4,262,000).

The on-going continuing connected transactions had
been reviewed by the independent non-executive
directors of the Company who had confirmed that the
said transactions were entered into:

(1) in the ordinary and usual course of business;

(2) on normal commercial terms in accordance with
the relevant agreements governing the
transactions that were fair and reasonable so far
as the shareholders of the Company were
concerned; and
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Connected transactions (continued)

(iii) Continuing connected transactions
made with Guangzhou Brewery and San
Miguel Group (Continued)

3) the aggregate amount of the on-going transactions
did not exceed the cap disclosed in the
announcement dated 19 September 2007.

The Company has received from the auditors a letter
reporting that the continuing connected transactions:

(1) have received the approval of the Company’s
board of directors,

(2) were entered into in accordance with the relevant
agreements governing the transactions; and

(3) the consideration of the transactions has not
exceeded the cap disclosed in the announcement
dated 19 September 2007.

Retirement and pension plans,
personnel and payroll

The Company and its subsidiaries have sponsored a non-
contributory defined benefit scheme, The San Miguel Brewery
Hong Kong Limited Retirement Fund (the “Fund”), which covers
local permanent employees and was registered in September
1995 under the Occupational Retirement Schemes Ordinance.
The Fund’s assets are held in trust and administered by a trustee.
The members' benefits are determined based on the employees’
final remuneration and length of service. Contributions to the
Fund are made in accordance with the recommendations of
independent actuaries who value the retirement scheme at
regular intervals, usually triennially.

The Fund was granted exemption from the Mandatory Provident
Fund (“MPF") regulations by the MPF Scheme Authority on 24
July 2000, following modifications to the Fund benefits which
comply with MPF regulations.

SAN MIGUEL BREWERY HONG KONG LTD.
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Retirement and pension plans,
personnel and payroll continued)

A formal actuarial assessment of the Fund with
recommendations on the level of contributions to the Fund for
the next three years was carried out as at 31 December 2007
and the results were as follows:

M

The actuary of the Fund is Mr. A. Wong, Fellow of the
Canadian Institute of Actuaries and Fellow of the Society
of Actuaries. In the actuarial valuation, the attained age
method was used. Other major assumptions used in the
valuation were: investment return of 6.5% per annum;
long-term salary escalation of 3% per annum; mortality
rates under the 2001 Hong Kong Life Tables; normal
retirement age of 60 years; and early retirement rates
allowed between the ages 55 to 60 years.

The unaudited market value of the Fund assets was
HK$54,106,000 as at 31 December 2007.

The minimum level of funding as recommended by the
Fund actuary was 6.5% of salary for 2008, 2009 and 2010.

The solvency deficit was HK$2,500,000, i.e. the obligation
under the Fund was 96% covered by the Fund’s assets,
at 31 December 2007.

For the purposes of preparing the financial statements, an
independent actuarial valuation was also carried at 31 December
2007 following the methodology set out in Hong Kong Accounting
Standard 19, Employee Benefits. Details of this valuation are set
out in note 25 to the financial statements.
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Retirement and pension plans,
personnel and payroll continued)

Pursuant to Government legislation, Allianz Global Investors Hong
Kong Limited was selected by the Company as an alternative
MPF service provider for employees of the Company who do
not wish to remain in or join the Fund. The MPF scheme is a
defined contribution retirement scheme administered by
independent trustees. Under the MPF scheme, the employer and
its employees are each required to make contributions to the
scheme at 5% of the employees’ relevant income, subject to a
cap of monthly relevant income of HK$20,000. Contributions to
the MPF scheme vest in employee members immediately.

On the other hand, employees in the subsidiaries of the Company
in the People’s Republic of China are members of the Central
Pension Scheme operated by the Chinese government. Such
subsidiaries are required to contribute a certain percentage of
their covered payroll to the Central Pension Scheme to fund the
benefits. Contributions to the Central Pension Scheme vest in
employee members immediately. The only obligation for the
subsidiaries with respect to the Central Pension Scheme is the
associated required contribution under the Central Pension
Scheme.

Particulars of the number of personnel and payroll expenses of
the Group are set out on page 5 of this Annual Report.
Liquidity and financial resources

Working capital at the end of the year was HK$232,287,000
compared with HK$328,637,000 in 2006.

Cash and bank deposits at year end were HK$446,168,000 (2006:
HK$416,335,000) and are sufficient to fund working capital
requirements and capital expenditure in 2008.
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Bank loans

The Group has short term credit facilities of HK$193,780,000
(2006: HK$207,400,000) of which HK$193,780,000 (2006:
HK$80,374,000) had been utilised as at 31 December 2007.

Long term loans at year end amounted to HK$Nil (2006:
HK$95,000,000).

Total borrowing at the year end for the Company were
HK$95,000,000 (2006: HK$95,000,000) and for the Group of
HK$193,780,000 (2006: HK$175,374,000).

Particulars of bank loans of the Company and the Group as at
31 December 2007 are set out in note 22 to the financial
statements.

Five year summary

A summary of the results of operations and of the assets and
liabilities of the Group for the last five financial years is set out
on page 141 of the Annual Report.

Purchase, sale or redemption of the
Company'’s listed shares

During the year ended 31 December 2007, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of
its listed shares.

Code of best practice

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance section on
pages 41 to 54 of the Annual Report.
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confirmation of independence BREILM

The Company has received from each of the independent non- RIE ERANEIIMEMEIES| - FREIEH
executive directors an annual confirmation of independence TEFERARRBRAFRE 2B M - ARAR
pursuant to Rule 3.13 of the Listing Rules and considers all the RITEBIIERTESHEREIAL -
independent non-executive directors to be independent.

Auditors B R Em

KPMG retire and, being eligible, offer themselves for re- ESHSHEEMET  FAER BEESE
appointment. A resolution for the re-appointment of KPMG as o ANAMTAIERITZRRBFRE LBIRER
auditors of the Company is to be proposed at the forthcoming EREEESHRSEMELRAKRRRIZEED

Annual General Meeting.

By order of the board FREEZW

L L

Ramon S. Ang TE
Chairman BRI
Hong Kong, 22 April 2008 aA ZEEN\FOA=-+=H
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Commitment to Corporate Governance

The Company is committed to maintaining statutory and
regulatory standards and adherence to the principles of
corporate governance emphasising transparency, independence,
accountability, responsibility and fairness. The board and the
senior management of the Company ensure that effective self-
regulatory practices exist to protect the interests of the
shareholders of the Company. These include a board comprising
high calibre members, board committees and effective internal
systems and controls.

The Company has applied the principles of the Code Provisions
under the Code on Corporate Governance Practices (the “Code”)
contained in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) throughout the year ended 31 December 2007
(the “year under review”), save for the deviations discussed
below:

1. All of the non-executive directors are not appointed for
a specific term (Code Provision A.4.1) but are subject to
retirement by rotation once every three years and re-
election at the annual general meeting under the
Company's Articles of Association.

2. Rule 3.10(1) of the Listing Rules requires that every board
of directors of a listed issuer must include at least three
independent non-executive directors; and Rule 3.21 of
the Listing Rules requires that the audit committee of
every listed issuer must comprise a minimum of three
independent non-executive directors and at least one of
whom is an independent non-executive director with
appropriate professional qualifications or accounting or
related financial management expertise. Section B.1.1 of
the Code also requires that the majority of the members
of a listed issuer’'s remuneration committee be
independent non-executive directors. Subsequent to the
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resignation of Mr. lan F. Wade on 15 June 2007, the board
and the audit committee of the Company included only
two independent non-executive directors (including one
with appropriate professional qualifications). In addition,
the majority of the Company’s remuneration committee,
which was composed of four directors, were not
independent non-executive directors, there being only
two independent non-executive directors as members.
For the purpose of bringing the Company into compliance
with Rules 3.10(1) and 3.21 of the Listing Rules and Section
B.1.1 of the Code, Mr. Carmelo L. Santiago was appointed
as an independent non-executive director, a member of
the audit committee and a member of the remuneration
committee of the Company on 4 September 2007.

The following sections set out the principles in the Code as they
have been applied by the Company, including any deviation
therefrom, for the year under review.

The Board

The management and control of the business of the Company
is vested in its board. It is the duty of the board to create value
to the shareholders of the Company, establish the Company’s
strategic direction, set the Company’s objectives and plan in
accordance therewith, and provide leadership and ensure
availability of resources in the attainment of such objectives.
The board is bound to manage the Company in a responsible
and effective manner, and therefore every director ensures that
he carries out his duty in good faith and in compliance with the
standards of applicable laws and regulations, and acts in the
best interests of the Company and its shareholders at all times.

The board and the executive management have clearly defined
responsibilities under various internal control and checks-and-
balance mechanisms. The board has delegated a schedule of
responsibilities to the executive management of the Company.
These responsibilities include: implementation of the decisions
of the board and organisation and direction of the day-to-day
operation and management of the Company in accordance with
the management strategies and plans approved by the board;
preparation and monitoring of annual production plans and
operating budget; and control, supervision and monitoring of
capital, technical and human resources.

SAN MIGUEL BREWERY HONG KONG LTD.
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The board held more than four meetings during the year under
review. The chief finance officer and company secretary attended
all the scheduled board meetings to report matters arising from
corporate governance, risk management, statutory compliance,
accounting and finance, and kept detailed minutes of each
meeting, which are available for all directors. At the meeting,
the directors discussed and formulated overall strategies for the
Company, monitor financial performance and discussed the
annual and interim results, as well as other significant matters.
Daily operational matters are delegated to management.

At least 14 days of notice of all board meetings was given to all
directors, and all directors were given the opportunity to include
matters for discussion in the agenda. An agenda and
accompanying board papers are sent in full to all directors at
least 3 days before every board meeting.

The number of full board meetings and committee meetings
attended by each director during the year under review is set
out in the following table. Figure in brackets indicates maximum
number of meetings in the period in which the individual was a
board member or board committee member (as the case may
be).
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Scheduled Audit Remuneration
board  committee  committee  Nomination
meetings meetings meetings meetings

Note BTESTE EBREEE FHzEg
Pt = 23 L f REER

Independent non-executive BYFHTES

directors
David K.P. Li/ FEE/

Alternate, Adrian M.K. Li BEESZRRB 4/(4) 2/(2) 2/(2) 2/(2)
Ng Wai Sun R 3/(4) 2/Q2) 2/2) 1/(2)
lan F. Wade EUE (i) 0/(1) 0/(1) 0/(1) n/a
Carmelo L. Santingo i 2 (i 2/(2) n/a n/a n/a
Executive directors HTES
Chong Yoon Fatt ok E (il 4/(4) n/a n/a 2/(2)
Peter K. Y. Tam BRI (iv) n/a n/a n/a n/a
Non-executive directors ERITES
Ramon S. Ang, Chairman BN (EFE) 3/(4) n/a n/a 1/(2)
Faustino F. Galang, Deputy DRE (FLR)

Chairman 4/(4) n/a 1/(2) 2/(2)
Minerva Lourdes Minerva Lourdes

B. Bibonia B. Bibonia 4/(4) n/a n/a 2/(2)
Ma. Belen C. Ma. Belen C.

Buensuceso Buensuceso (V) n/a n/a n/a n/a
Ferdinand K. Constantino RER 4/(4) n/a 1/(2) 2/(2)
Roberto N. Huang 2R (v) n/a n/a n/a n/a
Francis H. Jardeleza L v (vi) 3/(3) n/a n/a 2/(2)
Carlos Antonio M. Berba SER (vi) 3/(3) n/a n/a 2/(2)
Iwan David Nevyn Evans L= (vii) 1/(3) n/a n/a 1/(2)

Notes: B 5

(i) Resigned as independent non-executive director on 15 June 0} RZBE+LFNA+REAHEABUIENTESR
2007. % o

(ii) Appointed as independent non-executive director on (ii) RZZET+FNANBEZEABILIENTES -
4 September 2007.

(iii) Resigned as executive director on 31 December 2007. (iii) REZBZLF+ A=+ —HFERTEERE -

(iv) Appointed as executive director on 31 December 2007. (iv) RIZBZLE+ A=+ -RAEZERNITES -

(v) Resigned as non-executive director on 6 March 2007. (v) MRIZEZAFE=ARNAFEFRTEENEE -

(vi) Appointed as non-executive director on 16 April 2007. (Vi) R-ZEZELFNA+ A NBEZTAEIHNITES -

(viiy  Appointed as non-executive director on 15 June 2007. Vi) RZZEZEEFANATHEREZTARIENTES -
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The Chairman and the Chief Executive
Officer

The chairman of the board is Mr. Ramon S. Ang, and the chief
executive officer (or managing director, in the case of the
Ccompany) is Mr. Peter K. Y. Tam. The chairman’s and the managing
director’s roles are clearly defined to ensure their independence,
accountability and responsibility.

The chairman takes the lead in formulating overall strategies
and policies of the Company; ensures the effective performance
by the board of its functions, including compliance with good
corporate governance practices; and encourages and facilitates
active contribution of directors in board activities and
constructive relations between executive and non-executive
directors. The chairman also ensures effective communication
with shareholders of the Company and receipt by the directors
of adequate and complete information. The role of deputy
chairman is carried out by Mr. Faustino F. Galang.

The managing director, supported by other board members and
the senior management, is responsible for managing the day-
to-day business of the Company. He is also accountable to the
board for the implementation of the Company’s overall
strategies, and coordination of overall business operations.

Directors and Directors’ Independence

The board currently consists of ten non-executive directors and
one executive director. Three of the non-executive directors are
independent. Further details of the composition of the board
can be found in the section entitled “The Board” of this report.

All of the non-executive directors are not appointed for a specific
term, but are subject to retirement and rotation and re-election
at the Company” annual general meetings. Under the Company’s
Articles of Association, one-third of the directors, including the
non-executive directors, are subject to retirement, rotation and
re-election at each annual general meeting.
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Non-Executive Directors

Non-executive directors are expected to participate in the
activities of the board, particularly in the establishment of a
selection process to ensure a mix of competent directors and
officers; adoption of a system of internal checks and balances;
scrutiny of the Company’s performance in achieving agreed
corporate goals and objectives; and ensuring that the exercise
of board authority is within the powers conferred to the board
under its Articles of Association, by-laws and applicable laws,
rules and regulations.

Independent Non-Executive Directors

The independent non-executive directors of the Company are
highly skilled professionals with a broad range of expertise and
experience in the fields of accounting, finance and business.
Their skills, expertise and number in the board ensure that strong
independent views and judgement are brought in the board’s
deliberations and that such views and judgement carry weight
in the board’s decision-making process. Their presence and
participation also enable the board to maintain high standards
of compliance in financial and other mandatory reporting
requirements, and provide adequate checks and balances to
safeguard the interests of shareholders of the Company and the
Company.

Each independent non-executive director gives the Company
an annual confirmation of his independence. The Company
considers such directors to be independent under the guidelines
set out in Rule 3.13 of the Listing Rules.

Each director, upon reasonable request, is given access to
independent professional advice in circumstances he may deem
appropriate and necessary for the discharge of his duties to the
Company, at the expense of the Company.

SAN MIGUEL BREWERY HONG KONG LTD.
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Directors’ Responsibility for the
Financial Statements

The directors acknowledge their responsibility for preparing all
information and representations contained in the financial
statements of the Company for the year under review. The
directors consider that the financial statements have been
prepared in conformity with the generally accepted accounting
standards in Hong Kong, and reflect amounts that are based on
the best estimates and reasonable, informed and prudent
judgment of the board and management with an appropriate
consideration to materiality. As at 31 December 2007, the
directors, having made appropriate enquiries, are not aware of
any material uncertainties relating to events or conditions which
may cast significant doubt upon the Company’s ability to
continue as a going concern. Accordingly, the directors have
prepared the financial statements of the Company on a going
concern basis.

The responsibilities of the external auditors with respect to
financial reporting are set out in the section of “Independent
Auditor’s Report” on pages 138 to 139.

Internal Control

The board has overall responsibility for maintaining sound and
effective internal control systems to safeguard the Company'’s
assets and shareholders’ interests, as well as for reviewing the
effectiveness of these systems.

During the year under review, with the assistance of an external
advisor, the Company had conducted a high-level risk
assessment and found that the Company has established high
level controls of the strategic management, core business and
resource management processes and risk management function
that addressed those identified risk parameters. Based on the
results, the external advisor noted no materials or significant
control design gaps. The external advisor had also conducted a
Committee of Sponsoring Organizations (“COSO") entity-level
control gap analysis to ascertain if the Company has established
entity-level controls that are consistent with the key concepts
of the control framework recommended by the COSO - Treadway
commission - “Integrated Control Framework”.
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In addition, the Systems and Business Control team of San Miguel
Beer Division from San Miguel Corporation has also performed
an audit on the effectiveness of the Company and its
subsidiaries’ high-level and entity-level controls in November
2007. Their findings and recommendations for control
improvement were presented to the board, audit committee and
executive management.

The board has thus conducted a review of the Company's internal
control systems for the year ended 31 December 2007, including
financial, operational and compliance control and risk
management functions and assessed the effectiveness of
internal control by considering reviews performed by the audit
committee, executive management, external advisor and internal
auditors.

Support for Directors

To assist the directors in the discharge of their duties, the
Company provides every newly appointed director with a
comprehensive induction program on the first occasion of his
appointment, where such directors are provided with information
on the Company'’s organization and business, the membership,
duties and responsibilities of the board, board committees and
senior management; corporate governance practices and
procedures; and latest financial information on the operations
of the Company. Such information shall be supplemented with
visits to the Company'’s key plant sites and meetings with key
senior executives.

Throughout their tenure, the directors shall be provided with
updates on the business of the Company, latest developments
of the Listing Rules and other applicable legal and regulatory
requirements, corporate social responsibility matters and other
changes affecting the Company.
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The Board Committees

Audit Committee

For the year under review, subject to the deviation mentioned
in the section entitled “Commitment to Corporate Governance”,
the audit committee is composed of three independent non-
executive directors: Mr. Ng Wai Sun, Mr. Carmelo L. Santiago and
Dr. The Hon. Sir David K. P. Li, who acts as chairman of the
committee. The audit committee met twice in 2007 with full
minutes kept by the company secretary. Individual attendance
of each committee member at these meetings is shown in the
table presented above.

Under its terms of reference, the audit committee shall assist
the board in fulfilling its corporate governance and oversight
responsibilities in relation to financial reporting, internal control
structure, risk management systems and internal and external
audit functions. The audit committee is further authorised by
the board to investigate any activity within its terms of reference,
and is tasked with recommending to the board appropriate
actions emanating from such investigations. The audit committee
has unrestricted access to personnel, records, internal and
external auditors, risk assessment and assurance and senior
management, as may be appropriate in the discharge of its
functions.

In 2007, the audit committee discharged its responsibilities by:

(@ making recommendations to the board on the
reappointment of the external auditor and approval of
the remuneration and terms of engagement of the
external auditor;

(b) monitoring the external auditor’s independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standard, and discussing with
the external auditor the nature and scope of the audit
and reporting obligations;

(C) implementing the Company'’s policy on the engagement
of an external auditor to supply non-audit services;
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(d) reviewing, and monitoring the integrity of, the financial
statements of the Company and the Company’s annual
and interim reports and the auditors’ report to ensure
that the information presents a true and balanced
assessment of the Company's financial position;

(e) reviewing the Company’s financial controls, internal
control and risk management systems to ensure that
management has discharged its duty to have an effective
internal control system,

) coordinating with the internal auditors from San Miguel
Corporation to ensure that the internal audit function is
adequately resourced and has appropriate standing
within the Company;

) reviewing the Company’s financial and accounting
policies and practices;

(h) reviewing the external auditor’'s management letter,
material queries raised by the external auditor to the
management in respect of the accounting records,
financial accounts or systems of control and the
management’s response to such queries; and

(i) reporting to the board on the matters set out in the Code
on Corporate Governance Practices on the audit
committee.

The audit committee is authorised by the board to obtain external
legal or other independent professional advice and to secure
the attendance of outsiders with relevant experience and
expertise if it considers necessary in the performance of its
functions. The audit committee is provided with sufficient
resources by the Company to discharge its duties. The audit
committee’s specific terms of reference are available on request
to any shareholders of the Company and are posted on the
Company's website, info.sanmiguel.com.hk.

During the year under review, the total fee in respect of audit
and non-audit services (mainly tax review and corporate
governance review) provided to the Company and its subsidiaries
by external auditors amounted to HK$2,725,000 (2006:
HK$2,592,000) and HK$300,000 (2006: HK$400,000), respectively.
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Remuneration Committee

For the year under review, subject to the deviation mentioned
in the section entitled “Commitment to Corporate Governance”,
the remuneration committee is composed of three independent
non-executive directors, namely: Dr. The Hon. Sir David K. P. Li,
Mr. Ng Wai Sun and Mr. Carmelo L. Santiago, and two non-
executive directors, namely: Mr. Ferdinand K. Constantino and
Mr. Faustino F. Galang. The remuneration committee is chaired
by an independent non-executive director, Mr. Ng Wai Sun. The
remuneration committee met twice in 2007 with full minutes
kept by the company secretary. Individual attendance of each
committee member at these meetings is shown in the table
presented above.

The primary role of the remuneration committee under its terms
of reference is to support and advise the board in fulfilling the
board'’s responsibility to the shareholders of the Company to:

(@) establish coherent remuneration policies and practices
that will be observed and enable the Company to attract
and retain top calibre executives and directors;

(b) fairly and responsibly reward executives based on their
performance and the performance of the Company, and
the general pay environment; and

(c) comply with the Code Provisions on remuneration of
directors, mainly by:

° determining executive and director remuneration
policy;
. determining the remuneration of executive

directors upon consultation with the chairman or
managing director regarding their proposals for
such remuneration;

. reviewing and approving the remuneration of the
executives who directly report to the managing
director, and as appropriate, other senior
management; and

. reviewing and approving all equity based plans.
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The remuneration committee has the right to seek any
information it considers necessary to fulfil its duties, which
includes the right to obtain appropriate external advice at the
Company'’s expense, and is provided with sufficient resources
by the Company to discharge its duties. The remuneration
committee’s specific terms of reference are available on request
to any shareholders of the Company and are posted on the
Company's website, info.sanmiguel.com.hk.

During the year under review, the committee discussed the
remuneration related matters in the scheduled meetings, and
set the policy on the remuneration of its members and key senior
executives in accordance with the Company’s Articles of
Association. As recommended, no director fee would be paid
for the year 2007.

The committee also determined the policy for the reimbursement
of expenses which were properly incurred by the directors in
the performance of their duties in accordance with the
Company's Articles of Association. Details of the remuneration
of directors and senior management for the year ended 31
December 2007 are set out in notes 8, 9 and 30(c) to the financial
Statements.

Nomination of Directors

The Company has not established a nomination committee.
Directors of the Company are responsible for making
recommendations to the board for consideration and approval
on nominations, appointment of directors and board succession,
with a view to appoint to the board individuals with the relevant
experience and capabilities to maintain and improve the
competitiveness of the Company. The board formulates the
policy, reviews the size, structure and composition of the board,
and assesses the independence of its independent non-
executive directors in accordance with the criteria prescribed
under the Listing Rules and the Code.
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Code of Conduct on Directors’ Securities
Transactions

The Company has adopted a code of conduct for securities
transactions and dealings (the “Code of Conduct”) based on the
Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 of the Listing Rules. The terms of
the Code of Conduct are no less exacting than the standards in
the Model Code, and the Code of Conduct applies to all the
relevant persons as defined in the Code, including the directors
of the Company, any employee of the Company, or a director or
employee of a subsidiary or holding company of the Company
who, because of such office or employment, are likely to be in
possession of unpublished price sensitive information in relation
to the Company or its securities.

Specific enquiry has been made of all the directors of the
Company who have confirmed in writing their compliance with
the required standards set out in the Code of Conduct during
the year under review.

communication with Shareholders

The Company attaches great priority to establishing effective
communications with its shareholders and investors. In an effort
to enhance such communications, the Company provides
information relating to the Company and its business in its annual
report and also disseminates such information electronically
through its website, info.sanmiguel.com.hk.

The Company regards the annual general meeting as an
important event as it provides an opportunity for direct
communications between the board and its shareholders. All
directors and senior management make an effort to attend the
annual general meeting of the Company to address shareholders’
queries. All the shareholders of the Company are given a
minimum of 21 days’ notice of the date and venue of the annual
general meeting of the Company. The Company supports the
Code’s principle to encourage shareholders’ participation.
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DIRECTORS AND
MANAGEMENT EXECUTIVES

Directors

Ramon S. Ang, Chairman
Faustino F. Galang, Deputy Chairman
Peter K.Y. Tam, Managing Director

Non-Executive Director

Carlos Antonio M. Berba
Minerva Lourdes B. Bibonia
Ferdinand K. Constantino
Iwan David Nevyn Evans
Francis H. Jardeleza

Independent Non-Executive Director

David K.P. Li, gam, Jp

Ng Wai Sun

Carmelo L. Santiago

Adrian M.K. Li, Alternate to David K.P. Li, 6am, Jp

The details of the directors as at the date of this report are as
follows:

Mr. Ramon S. ANG, ssmE, aged 54, appointed on 27 November
1998, is Chairman of the Company. Mr. Ang is also Vice Chairman,
President and Chief Operating Officer of San Miguel Corporation
(SMC). Mr. Ang is also Chairman and director of various
subsidiaries of San Miguel Corporation.

Mr. Faustino F. GALANG, ssc, BA, MBE, aged 61, appointed on 22
March 1991, is Deputy Chairman and a member of the
Remuneration Committee of the Company. He is also a director
of Neptunia Corporation Limited, a controlling shareholder of
the Company. Mr. Galang also served as Division President of
the San Miguel Beer Division of San Miguel Corporation until
November 2006.

Mr. Peter K.Y. TAM, B84, mBA, aged 49, appointed on 31
December 2007, is Managing Director of San Miguel Brewery
Hong Kong Limited. Mr. Tam joined the Company in 1993. He has
more than 21 years of experience in the selling and marketing
of consumer products in Hong Kong and Mainland China.

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007
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DIRECTORS AND
MANAGEMENT EXECUTIVES

SERITHEEAE

Mr. Carlos Antonio M. BERBA, Bsc, MBA, Msc, aged 43, is the
Chairman and General Manager of San Miguel Brewing
International Limited ("SMBIL"), controlling shareholder of the
Company and a Director of various subsidiaries of SMBIL. He
has also served as Division President of the San Miguel Beer
Division of San Miguel Corporation until October 2007. Mr. Berba
has 22 years of experience in strategic planning, financial
analysis and corporate structuring initiatives.

Ms. Minerva Lourdes B. BIBONIA, ssc, aged 49, appointed on
24 February 2006, is the Head of Marketing of San Miguel Brewery
Inc. She also served as Senior Vice President for Corporate
Marketing of San Miguel Corporation and is also a director of
San Miguel Brewing International Limited. Ms. Bibonia has 26
years of combined local and international marketing and sales
experience.

Mr. Ferdinand K. CONSTANTINO, 54 Econ, aged 56, appointed
on 24 February 2005, is a member of the Remuneration
Committee of the Company. He is Senior Vice President, Chief
Finance Officer & Treasurer of San Miguel Corporation and a
director of San Miguel Holdings Limited and San Miguel Brewing
International Limited. He also holds directorships in various
subsidiaries of San Miguel Corporation. Mr. Constantino has over
35 years experience in financial management, financial planning
and analysis, financial systems, comptrollership, economic
analysis, and strategic planning.

Mr. lwan David Nevyn EVANS, aged 51, has worked for the
A.S. Watson Group for the past 17 years, holding various
directorate positions in Asia. Prior to joining A.S. Watson Group,
Mr. Evans gained his retail experience as senior management
positions at Woolworths plc, and ASDA Superstores plc in the
UK.

Mr. Francis H. JARDELEZA, BA(UP), LLB (UP), LLM (Harvard), aged 58,
is the Senior Vice President, Corporate Secretary and General
Counsel and Compliance Officer of San Miguel Corporation. He
is also the Chairman of SMC Stock Transfer Service Corporation,
and a director, corporate secretary, assistant corporate secretary
and/or compliance officer of various subsidiaries of San Miguel
Corporation. He was a Director of the Company from 24 February
2005 to 24 February 2006.
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DIRECTORS AND
MANAGEMENT EXECUTIVES

SERITHEEAE

Dr. The Hon. Sir David LI Kwok-po, Gam, GBS, OBE, MA Cantab
(Economics & Law), Hom DSc. (Imperial), Hon. DBA (Napier), Hon. D.Hum.Litt. (Trinity,
USA), Hon. DSocSc (Lingnan), Hon. LLD (Hong Kong), Hon. LLD (Warwick), Hon. LLD
(Cantab), FCA, FCPA, FCPA (Aust.), FCIB, FHKIB, FBCS, CITP, FCIArd, JP, Officier de
L'Ordre de la Couronne, Grand Officer of the Order of the Star of Italian Solidarity,
The Order of the Rising Sun, Gold Rays with Neck Ribbon, Officier de la Legion
d’Honneur, aged 69, appointed on 22 March 1991, is an
Independent Non-Executive Director, Chairman of the Audit
Ccommittee and a member of the Remuneration Committee of
the Company. Sir David is Chairman and Chief Executive of The
Bank of East Asia, Limited and a director of numerous other
companies in Hong Kong and overseas. Sir David is a member
of the Legislative Council of Hong Kong. He is Chairman of The
Chinese Banks' Association, Limited and the Hong Kong
Management Association. He is also a member of the Banking
Advisory Committee and the Treasury Markets Association.

Mr. NG Wai Sun, aged 65, appointed on 1 April 2001, is an
Independent Non-Executive Director, Chairman of the
Remuneration Committee and a member of the Audit Committee
of the Company. Mr. Ng is Chairman of Jibsen Capital (Holdings)
Limited. He is also a director of the Tung Wah Group of Hospitals
(2004-2006) and the China Overseas Friendship Association. Mr.
Ng is the Member of the Standing Committee of the Chinese
People’s Political Consultative Conference of Guangxi Zhuang
Autonomous Region. Mr. Ng is also appointed as the Honorary
Investment and Trade Representative of the Republic of the
Philippines per Executive Order No. 20.

Mr. Carmelo L. SANTIAGO, 884, aged 65, is the founder and
owner of several branches of Melo’s restaurant in the Philippines
and a director of Terbo Concept, Inc., a Philippine company
engaged in retail and food business. He was a director of the
Company from 27 February 2003 to 23 February 2005. Having
over 32 years of directorate positions in various companies in
the Philippines and Hong Kong, Mr. Santiago has extensive
experience in foods, beverages, publication, properties, power
and banking industries.
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DIRECTORS AND
MANAGEMENT EXECUTIVES

Mr Adrian M. K. LI, mA, MBA, LPc, aged 34, appointed Alternate
Director to Dr The Hon. Sir David K.P. Li on 1 August 2002, is
General Manager and Head of Corporate Banking Division of The
Bank of East Asia, Limited since 2000. Mr. Li is @ member of the
Ninth and Tenth Guangdong Provincial Committee and formerly
the Ninth & Tenth Guangzhou Committee of the Chinese People’s
Political Consultative Conference, PR.C. He is also a committee
member of the Ninth & Tenth All-China Youth Federation, Deputy
Chairman of the Ninth Beijing Municipality Youth Federation and
Vice Chairman of the Fifteenth Session of Hong Kong United
Youth Association Limited. In addition, Mr. Li is the Council
Member of the Vocational Training Council, a member of the
Advisory Board and Chairman of the Investment Committee of
the Hong Kong Export Credit Insurance Corporation and a
member of the MPFA Industry Schemes Committee of the
Mandatory Provident Fund Schemes Authority. He sits on the
Board of Ocean Park Corporation and is an Independent Non-
Executive Director of Sino Land Company Limited, Tsim Sha Tsui
Properties Limited, Sino Hotel (Holdings) Limited and China State
Construction International Holdings Limited. Mr. Li is also a
member of The Law Society of England and Wales and The Law
Society of Hong Kong. He is the eldest son of Dr. The Hon. Sir
David K.P. Li.
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he Company continued to
implement the series of bar
shows and promotion programs to
strengthen the brand San Miguel
communication platform to young
consumers.
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DIRECTORS AND . R _
MANAGEMENT EXECUTIVES EZESNITHEIRAS

Management Executives THREEAER
Peter K.Y. Tam ERR
Managing Director HITEE
John K.L. Cheung oR 5% Bk
Chief Finance Officer & Company Secretary AR RN AE
Samson C.W. Wong EHHE
General Sales Manager (until 29 February 2008) ERBEEEBE_EZENF_A=TNA)
Andes PH. Leung RATT
General Sales Manager 22 A T
Frederick K.Y. Chan TR
Marketing Manager T AEHE
Terence TA. Tan PR Ik 2=
General Manager — Logistics A
C.K.Ho A 558
Senior Manager — Operations EEERIEEE
Steven Co FFEE
Senior Manager — Corporate Development DRBRE R
Edith Y.M. Ng h A%
Senior Manager — Human Resources & Administration AT &R R AT B = AR A HE
Herbert W.M. Chu KIERR
Managing Director, BEMNENRBBRAR EFLLHE

Guangzhou San Miguel Brewery Company Limited

Elisito A. Locaylocay Elisito A. Locaylocay
Plant Manager, ENER)EEERRF LBEE
San Miguel (Guangdong) Brewery Company Limited
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DIRECTORS AND
MANAGEMENT EXECUTIVES

SERITHEEAE

The details of the management executives as at the date of this
report are as follows:

Mr. Peter K.Y. TAM, Managing Director. Please refer to the
Directors section on page 56 for details.

Mr. John K.L. CHEUNG, 884, MBA, aged 45, Chief Finance Officer
& Company Secretary, joined the Company in 1997. Mr. Cheung
is a member of the Institute of Management Accountants. He
has over 22-year solid experience in finance and accounting in
various industries.

Mr. Samson C.W. WONG, 854, MBA, aged 36, joined the Company
in 1998. Mr. Wong has gained over 14 years of experience in the
fields of sales and marketing from the sporting goods and retail
industries. Mr. Wong was General Sales Manager until 29 February
2008.

Mr. Andes P.H. LEUNG, 884, MBA, aged 37, joined the Company
in 2001. Mr. Leung succeeded Mr. Samson C.W. Wong as General
Sales Manager on 1 March 2008. He has over 13-year solid
experience in advertising, international marketing and sales in
various industries.

Mr. Frederick K.Y. CHAN, pip. MBA, aged 42, Marketing Manager,
joined the Company in 2001. Mr. Chan has more than 20 years
of service in the advertising and marketing field in various
industries.

Mr. Terence T.A. TAN, oir 8884, aged 50, General Manager -
Logistics, joined the Company in 1998. Mr. Tan has more than
21-year solid experience in the logistics field in various industries.

Mr. C.K. HO, bir. msc, aged 49, Senior Manager - Operations,
joined the Company in 1988. During his over 19 years of service
with the Company, Mr. Ho has gained extensive experience in
the operations of beer production.
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DIRECTORS AND
MANAGEMENT EXECUTIVES

Mr. Steven CO, B4, aged 38, Senior Manager - Corporate
Development, joined the Company in 1994. Mr. Co has gained
over 13 years of experience in business planning, business
research, corporate affairs and quality management in the
Company.

Ms. Edith Y.M. NG, o/, mBA, aged 45, Senior Manager - Human
Resources & Administration, joined the Company in 1989. Ms.
Ng has gained over 18 years of experience in the fields of
marketing, sales and human resources.

Mr. Herbert W.M. CHU, BsA MBA, aged 55, Managing Director
of Guangzhou San Miguel Brewery Company Limited, joined the
Company in 1977. During his over 30 years of service with San
Miguel, Mr. Chu has gained extensive experience in brewery
operations, logistics, sales and marketing as well as public
relations.

Mr. Elisito A. LOCAYLOCAY, ssche, aged 46, Plant Manager of
San Miguel (Guangdong) Brewery Company Limited, appointed
by the Headquarters to take up the post in early 2007. Mr.
Locaylocay is a Brewmaster with more than 20 years working
experience in San Miguel Group and he has gained extensive
experience in brewery operations.
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NOTICE OF
ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the FORTY-FIFTH ANNUAL
GENERAL MEETING of SAN MIGUEL BREWERY HONG KONG
LIMITED will be held at JW Marriott Ballroom, Level 3, JW Marriott
Hotel Hong Kong, Pacific Place, 88 Queensway, Hong Kong on
Tuesday, 10 June 2008 at 3:00pm for the purpose of transacting
the following ordinary business:

1. To receive and consider the audited Financial Statements
and the Report of the Directors and Independent Auditor’s
Report for the year ended 31 December 2007,

2. To re-elect directors; and

3. To appoint auditors and authorise the directors to fix their
remuneration.

By Order of the Board
John K.L. Cheung
Company Secretary

Hong Kong, 30 April 2008

Notes:

1. Shareholders are entitled to appoint one or more proxies to
attend and vote in their stead at the meeting. A proxy needs
not be a shareholder of the Company.

2. To be valid, forms of proxy must be deposited at the registered
office of the Company at 9/F, Citimark Building, 28 Yuen Shun
Circuit, Siu Lek Yuen, Shatin, New Territories, Hong Kong not less
than 48 hours before the meeting.
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STATISTICAL -
ANALYSIS OF OPERATIONS  #&&#st oY

Years ended 31 December, in Hong Kong dollar thousands except per share data and number of personnel HE+ZA=T—HILEE ' RERROBERE TASIMINEE T 1 E

Ten Year Review T HEERE
2007 2006 2005

Turnover (1) R (1) 754,833 826,817 806,909
Profit/(loss) from operations KEERF|(E5E) 4,326 (11,607) 11,165
Profit/(loss) for the year before ATEARASTZ

restructuring costs aF (EBE) 49,926 (13,163) 2,111)
Restructuring costs (2) BHMEZ Q) (310,220) (93,159) (63,295)
(Loss)/profit for the year FE (E18) B (260,294) (106,322) (65,406)
Taxes paid, including beer tax TR T R B 140,831 127,007 141,219
Cash dividends attributable to the year FEEMRASRKRE — — 3,736
Cash dividends per share (cents) FRRIE RS (L) — — 1
Fixed assets and projects EEBEEK

under development ERPIEAE 1,496,910 1,769,377 1,838,164
Net worth (3), (4), (5) F1E (3), (4), (5) 1,754,463 1,974,097 2,062,073
Salaries, wages and He IER

Other benefits (6) H At tgF] (6) 105,510 118,836 128,539
Number of personnel (7) BT AZ (7) 838 768 1,151

(1) Turnover has been adjusted where discounts and beer duty and taxes have been set-off with the gross turnover.
Restructuring costs arose from restructuring activities on the Company and Guangzhou San Miguel Brewery
Company Limited.

Net worth for the years 1998 to 2000 have been adjusted for change in accounting policy of dividend recognition.
Net worth for the years 2001 to 2004 have been adjusted for change in accounting policy of minority interests.
Net worth for the years 2002 to 2005 have been adjusted for change in accounting policy of defined benefit
retirement plan.

Payroll has been corrected for inconsistent reporting in prior years for the year 1998.

Number of personnel represents actual headcount as of the last working day of the year.
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STATISTICAL N
ANALYSIS OF OPERATIONS Syl i

2004 2003 2002 2001 2000 1999 1998
777,830 684,866 804,749 939,702 992,531 1,024,015 1,057,289
19,754 (29,950) 38,942 101,787 100,723 83,737 39,409
12,504 (35,848) 27,355 90,403 87,657 60,100 17,051
12,504 (35,848) 27,355 90,403 87,657 60,100 17,051
135,185 134,986 164,268 170,830 160,745 156,038 170,576
3,736 = 37,356 160,636 52,300 41,093 11,207

1 = 1 43 14 i 3
1,939,135 2,016,646 2,083,863 2,156,190 2,214,254 2,276,150 2,347,937
2,117,652 2,120,679 2,147,315 2,268,190 2,233,837 2,193,847 2,170,495
122,149 124,480 131,168 126,053 127,094 144,121 155,400
1,145 1,168 1,214 1,268 1,276 1,345 1,601
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CONSOLIDATED
INCOME STATEMENT

Turnover EER 3,12 754,833 826,817

Cost of sales SHEE P AR (353,959) (444,311)
Gross profit EF 400,874 382,506

Other revenue E b g A 4 19,636 17,455

Other net income/(expenses) Hiblezs / (F) 558 4 1,306 (915)
Selling and distribution expenses HERDHERAX (307,642) (286,873)
Administrative expenses THAX (80,819) (104,343)
Other operating expenses Hth e M= (29,029) (19,437)
Profit/(loss) from operations REBF(EE) 4,326 (11,607)
Finance costs M%ER 5(@a) (9,920) (8,105)
Restructuring costs FHARE 6 (310,220) (93,159)
Loss before taxation MRELAIE B 5 (315,814) (112,871)
Income tax credit FrigBiat A 7 55,520 6,549

Loss for the year FEFE 12 (260,294) (106,322)
Attributable to: BT :

Equity shareholders of the Company AR B#zEFAE A 10, 27(a) (262,376) (70,144)
Minority interests DERR R 27(a) 2,082 (36,178)
Loss for the year FEEE 27(a) (260,294) (106,322)
Loss per share BREE

— Basic (cents) — EA () 11(a) (70) (19)

— Diluted — B8 11(b) N/A 7 N/A 73 F

The notes on pages 76 to 137 form part of these financial statements.
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CONSOLIDATED
BALANCE SHEET i

Spl
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2006
$'000 $'000 $'000
Fx T T
Non-current assets ERBEE
Fixed assets BE&EE 13(a)
— Property, plant and e/ E N T
equipment B 1,328,148 1,578,156
— Investment properties — REME 87,534 89,750
— Interests in leasehold — ELEHETER
land held for own use mFENHEE
under operating leases TR 81,228 101,471
1,496,910 1,769,377
Intangible assets mILEE 14 39,643 39,564
Goodwill EHE 15 5,044 5,044
Other tangible assets HEMBLEE 17 53,164 49,000
1,594,761 1,862,985
Current assets REBEE
Inventories e 18 40,027 50,664
Trade and other receivables EUE 5 Kk E AR 19 96,248 116,050
Amounts due from holding idlezali NEIDSS
companies EESNIEPNG
and fellow subsidiaries BRI18 20 6,893 28,408
Current tax recoverable AT U [B] A B 77 18 26(a) 71 —
Pledged deposits EIRTFR 21(a) 18,696 —
Cash and cash equivalents RERERREIEL 21(b) 446,168 416,335
608,103 611,457
Current liabilities REAE
Bank loans (unsecured) IRITE K () 22 (193,780) (80,374)
Trade and other payables ENESREMEKRE 23 (162,926) (194,780)
Amounts due to holding FERTERR A B
companies EESNI=PNG
and fellow subsidiaries BRIE 20 (19,110) (7,562)
Current tax payable & AR BRI IR 26(a) — (104)
777777777777777777777777777777777 (375,816) (2828200
Net current assets RBEERE 232,287 328,637
Total assets less current HWEER
liabilities carried forward RBEELE 1,827,048 2,191,622
BEBENEHERERA R

—EELETH




CONSOLIDATED L
BALANCE SHEET (CONTINUED) nﬁ/él\:é:@, Jﬁ% (&)

$'000
Fx
Total assets less current HEER
liabilities brought forward H 8 & &&Al 1,827,048 2,191,622
Non-current liabilities kRBERE
Bank loans (unsecured) IRITE R () 22 — (95,000)
Retirement benefit liabilities BRIKEAN AR 25(a) (8,625) (14,870)
Deferred tax liabilities BT IBEEE 26(h) (63,960) (107,655)
(72,585) (217,525)
NET ASSETS EERE 1,754,463 1,974,097
CAPITAL AND RESERVES BARFHE 27(a)
Share capital & A< 186,785 186,785
Reserves {1 1,526,691 1,751,097
Total equity attributable AAT
to equity shareholders EEFEA
of the Company FEfhRER 1,713,476 1,937,882
Minority interests LEBRRER 40,987 36,215
TOTAL EQUITY EREE 1,754,463 1,974,097

Approved and authorised for issue by the Board of Directors on

22 April 2008.

L

Ramon S. Ang
Director

The notes on pages 76 to 137 form part of these financial statements.
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BALANCE SHEET

I

ET;M

$'000
Fx
Non-current assets ERBEE
Fixed assets BEE&E 13(b)
— Property, plant and e/ E N T
equipment B 674,082 978,326
— Interests in leasehold land — FE&LZLHETEH
held for own use under mFEHNHEE
operating leases TR 48,824 70,645
722,906 1,048,971
Intangible assets mILEE 14 38,489 38,489
Investments in subsidiaries Oy NS 16 1,171,201 1,175,161
1,932,596 2,262,621
Current assets REBEE
Inventories FE 18 6,747 24,045
Trade and other receivables EUE 5 Kk E AR 19 50,907 86,504
Amounts due from holding idlezali NEIDSS
companies EESNIEPNG
and fellow subsidiaries BRIE 20 907 17,165
Amount due from a subsidiary  fEU B A A BRIA 24 107,033 32,161
Cash and cash equivalents RekERRLIAR 21(h) 11,988 15,725
177,582 175,600
Current liabilities REAE
Bank loans (unsecured) IRITE K () 22 (95,000) —
Trade and other payables BB S REMIRIE 23 (40,810) (55,062)
Amounts due to holding FERTERR 2 B
companies EESNI=PNG
and fellow subsidiaries BRIE 20 (17,823) (2,398)
Amounts due to subsidiaries  FENEE A T EE 24 (2,491) (2,754)
777777777777777777777777777777777 (156,124) - 0214y
Net current assets REBEEFE 21,458 115,386
Total assets less current HEER
liabilities carried forward RBEELE 1,954,054 2,378,007
BEBENEHERERA R

—EELETH




BALANCE SHEET (CONTINUED) iéq:liﬂ_::, \féailz (&)
 At31December2007 (Bxpressed inHong Kongdollars) K- FFEEF-A=f—AGuEEREH

$'000
T
Total assets less current WEER
liabilities brought forward H 8 & &&Al 1,954,054 2,378,007
Non-current liabilities kRBERE
Bank loans (unsecured) IRITE R () 22 — (95,000)
Amounts due to subsidiaries RN EINGIE 24 (377,747) (377,747)
Retirement benefit liabilities BIKEAN AR 25(a) (8,625) (14,870)
Deferred tax liabilities BEETHIBEEE 26(b) (427) (52,692)
(386,799) (540,309)
NET ASSETS EERE 1,567,255 1,837,698
CAPITAL AND RESERVES BARFHE 27(b)
Share capital f& < 186,785 186,785
Reserves 1 1,380,470 1,650,913
TOTAL EQUITY EREE 1,567,255 1,837,698

Approved and authorised for issue by the Board of Directors on BHEESN _ZZ/\FENA -+ _BHERFET)

22 April 2008. %o
Ll
Ramon S. Ang BRI Peter K. Y. Tam EER
Director = Director BF
The notes on pages 76 to 137 form part of these financial statements. TIRET6E1I7TB 2 SBEM AR IE®RE 2 — 301D -
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CONSOLIDATED STATEMENT OF o
RECOGNISED INCOME AND EXPENSE & EHERINREERR

Exchange differences on translation

BRI IR H SN B A R

of the financial statements of foreign B ¥R & FrE 4

subsidiaries, net of tax ZENZRE 27(a) 37,294 22,713
Actuarial gains and losses of defined B %114 & %8 4@ FI 3R K5+ 2l

benefit retirement plan, net of tax BEER 27(a) 3,366 (4,367)
Income and expense recognised EEBIAAER

directly in equity Pl &3 40,660 18,346
Loss for the year FEEE (260,294) (106,322)
Total recognised income and TEECRRAZ

expense for the year W 458 (219,634) (87,976)
Attributable to: BT
Equity shareholders of the Company AR RIEZREFTA A (224,406) (53,827)
Minority interests D ER R R 4,772 (34,149)
Total recognised income and TEEERRAZ

expense for the year W 3 455 (219,634) (87,976)

The notes on pages 76 to 137 form part of these financial statements.
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CONSOLIDATED

CASH FLOW STATEMENT

Operating activities R
Loss before taxation R B A& 18 (315,814) (112,871)
Adjustments for; BT EIEELFHE
— Amortisation of land lease premium — HE T FRIB 2 HE 2,563 2,517
— Amortisation of other tangible assets ~ — HE A F & E 2 # i 13,076 8,617
— Depreciation of property, plant and —WE - EREH
equipment ZITE 64,744 70,472
— Depreciation of investment properties — & EWEZITE 2,216 2,641
— Impairment loss on fixed assets — ETEEZRAEES 302,750 12,000
— Impairment loss on other tangible — HihBREAE
assets 2 REEE 1,911 —
— Impairment loss on trade and other — EWE 5 REMIRE
receivables 2 REEE 4,926 11,086
— Interest expenses — FEZH 9,702 7,851
— Interest income — FEWA (14,248) (12,403)
— Net (gain)/loss on disposal of property, — HEME - #EX
plant and equipment wigz (BFN) BB (147) 18,808
— Loss on disposal of other tangible —HEHMBRKEE
assets 2B 8,468 7,349
— Equity-settled share-based payment — A A AR
expenses ZEXNER 162 400
— Foreign exchange gains — HNEE S 2 B F (7,181) (1,373)
Operating profit before changes in BEELREEA
working capital ZREEF 73,128 15,094
Decrease in inventories FEZRL 10,637 36
Decrease/(increase) in trade and other FEWE 5 Kk HMARIR
receivables 2w (35 n) 14,974 (17,204)
Decrease in net amounts due from JE Wz iR 2 B
holding companies and fellow R ZME A RRIE
subsidiaries ZFERE R 32,901 7,773
(Decrease)/increase in trade and other ENE 5 R HMRIER
payables 2 G /4 m (31,968) 8,801
Decrease in retirement benefit liabilities  RIKEFI & FEZ R D (2,166) (5,350)
Increase in leased factory maintenance THE R E (ISR
provision 2380 — 3,587
Increase in pledged bank deposits ERTF R 2 (18,696) —
cash generated from operations REEBZRERA 78,810 12,737
Income tax Fris Bt
— Hong Kong Profits Tax (paid)/refunded  — (244) R EIE B TS (266) 763
Net cash generated from operating &£
activities REeERARE 78,544 13,500

SAN MIGUEL BREWERY HONG KONG LTD.

Annual Report 2007




CONSOLIDATED

CASH FLOW STATEMENT

Investing activities REE®
Payment for purchase of property, BAWE @ #25

plant and equipment K& (60,313) (55,124)
Payment for purchase of trademarks BAEE = (2)
Payment for purchase of other A H A

tangible assets EREE (24,311) (21,961)
Proceeds from disposal of property, HEME  HEEk

plant and equipment RABFTIS A 1,264 37,231
Proceeds from redemption of dated fER B HEKES

debt securities FR8RIA — 12,492
Interest received e RSN 14,169 16,89
Net cash used in investing activities REXBzRE&F/HFE 000 (69,191 (10,468)
Financing activities A& SEE
Proceeds from new bank loans FILE R 16,022 29,843
Interest paid =EREES (9,646) (6,671)
Net cash generated from financing MEEE 2

activites 3 ) ﬁjf@ )E)%%ﬁﬁ 77777777777777 6376 23172
Net increase in cash and cash RekEEARLER

equivalents ZREIE N 15,729 26,204
Cash and cash equivalents —A—RAZBEER

at 1 January ZEABRSERER 416,335 383,331
Effect of foreign exchange rates EX#H

changes pa-Z 1 14,104 6,800
Cash and cash equivalents +tZA=+—-AZELER

at 31 December ZEABRSERER 21(b) 446,168 416,335

The notes on pages 76 to 137 form part of these financial statements.
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NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

(a)

(b)

76

Significant accounting policies

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“"HKFRSs"), which collective term includes all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards ("HKASs") and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA"), accounting principles
generally accepted in Hong Kong and the requirements of
the Hong Kong Companies Ordinance. These financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”). A summary of the significant accounting policies
adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the
current accounting period of the Group. Note 2 provides
information on any changes in accounting policies resulting
from initial application of these developments to the extent
that they are relevant to the Group for the current and prior
accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended
31 December 2007 comprise the Company and its
subsidiaries (together referred to as the “Group”).

The measurement basis used in the preparation of the
financial statements is the historical cost basis.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other factors
that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of material
adjustment in next year are discussed in note 34.

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007
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NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

(c)

significant accounting policies (continued)

Subsidiaries and minority interests

Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting rights
that presently are exercisable are taken into account.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances and transactions and any unrealised profits arising
from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated
in the same way as unrealised profits but only to the extent
that there is no evidence of impairment.

Minority interests represent the portion of the net assets of
subsidiaries attributable to interests that are not owned by
the Company, whether directly or indirectly through
subsidiaries, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole having
a contractual obligation in respect of those interests that
meets the definition of a financial liability. Minority interests
are presented in the consolidated balance sheet within
equity, separately from equity attributable to the equity
shareholders of the Company. Minority interests in the results
of the Group are presented on the face of the consolidated
income statement as an allocation of the total profit or loss
for the year between minority interests and the equity
shareholders of the Company.

Where losses applicable to the minority exceed the minority’s
interest in the equity of a subsidiary, the excess, and any
further losses applicable to the minority, are charged against
the Group's interest except to the extent that the minority
has a binding obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary subsequently
reports profits, the Group’s interest is allocated all such
profits until the minority’s share of losses previously
absorbed by the Group has been recovered.

Loans from holders of minority interests and other
contractual obligations towards these holders are presented
as financial liabilities in the consolidated balance sheet in
accordance with notes 1(m) or (n) depending on the nature
of the liability.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses (see note
10)).
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NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

(d)

(e)

78

significant accounting policies (continued)

Goodwill

Goodwill represents the excess of the cost of a business
combination over the Group's interest in the net fair value
of the acquiree’s identifiable assets, liabilities and contingent
liabilities.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units and is
tested annually for impairment (see note 1())).

On disposal of a cash generating unit, any attributable
amount of goodwill is included in the calculation of the profit
or loss on disposal.

Property, plant and equipment

Property, plant and equipment are held for own use and
stated in the balance sheet at cost less accumulated
depreciation and impairment losses (see note 1(j)), with the
exception of construction in progress which is stated at cost
less any impairment losses (see note 1())).

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as
the difference between the net disposal proceeds and the
carrying amount of the item and are recognised in profit or
loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
values, if any, using the straight-line method over their
estimated useful lives as follows:
Land and buildings  The shorter of the unexpired term of
lease and their estimated useful lives,
being no more than 50 years
Machinery, equipment,
furniture and fixtures
Motor vehicles

4 to 50 years
4 t0 7 years

No provision for depreciation is made on construction in
progress until such time when the assets are completed and
ready for use.

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately.

Both the useful life of an asset and its residual value, if any,
are reviewed annually.

SAN MIGUEL BREWERY HONG KONG LTD.
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NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

(f)

(8)

(i)

significant accounting policies (continued)

Investment properties

Investment properties are land and buildings which are
owned or held under a leasehold interest to earn rental
income and/or for capital appreciation.

Investment properties are stated in the balance sheet at cost
less accumulated depreciation and impairment losses (see
note 1(j)). Depreciation is calculated to write off the cost of
investment properties, less their estimated residual values,
if any, using the straight-line method over the shorter of the
unexpired term of lease and their estimated useful lives,
being no more than 50 years.

Rental income from investment properties is accounted for
as described in note 1(s)(iii).

Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and
is regardless of whether the arrangement takes the legal
form of a lease.

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases.

Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as operating
leases.

However, land held for own use under an operating lease,
where the fair value cannot be measured separately from
the fair value of a building situated thereon at the inception
of the lease, is accounted for as being held under a finance
lease, unless the building is also clearly held under an
operating lease. For these purposes, the inception of the
lease is the time that the lease was first entered into by the
Group, or taken over from the previous lessee.

Operating lease charges

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to
profit or loss in equal instalments over the accounting
periods covered by the lease term. Lease incentives received
are recognised in profit or 10ss as an integral part of the
aggregate net lease payments made.

The cost of acquiring land held under an operating lease is
amortised on a straight-line basis over the period of the lease
term. Impairment losses are recognised in accordance with
the accounting policy set out in note 1().
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NOTES TO THE
FINANCIAL STATEMENTS

(h)

0

®

Significant accounting policies (continued)

Intangible assets (other than goodwill)

Intangible assets are trademarks and club debentures
acquired by the Group and stated in the balance sheet at
cost less impairment losses (see note 1())).

These intangible assets are not amortised as their useful
lives are assessed to be indefinite, and are tested annually
for impairment (see note 1()).

The conclusion that the useful life of an intangible asset is
indefinite is reviewed annually to determine whether events
and circumstances continue to support the indefinite useful
life assessment for that asset.

Other tangible assets

Other tangible assets are returnable bottles and crates used
by subsidiaries in the People’s Republic of China ("PRC").

Returnable bottles and crates are stated in the balance sheet
at cost less accumulated amortisation and impairment losses
(see note 1(j)). Amortisation is calculated to write off the cost
of bottles and crates, less their estimated residual values,
using the straight-line method over their estimated useful
lives of two and seven years respectively.

Both the useful lives of bottles and crates and their residual
values are reviewed annually.

Impairment of assets

Impairment of receivables

Receivables that are stated at cost or amortised cost are
reviewed at each balance sheet date to determine whether
there is objective evidence of impairment. Objective evidence
of impairment includes observable data that comes to the
attention of the Group about one or more of the following
loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or delinquency
in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; and

— significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor.
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NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

(i)

significant accounting policies (continued)

Impairment of assets (Continued)

Impairment of receivables (Continued)

If any such evidence exists, the impairment loss is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted
at the financial asset’s original effective interest rate, where
the effect of discounting is material. This assessment is made
collectively where financial assets carried at amortised cost
share similar risk characteristics, such as similar past due
status, and have not been individually assessed as impaired.
Future cash flows for financial assets which are assessed
for impairment collectively are based on historical l0ss
experience for assets with credit risk characteristics similar
to the collective group.

If in a subsequent period the amount of an impairment 10ss
decreases and the decrease can be linked objectively to an
event occurring after the impairment l0oss was recognised,
the impairment loss is reversed through profit or loss. A
reversal of an impairment loss shall not result in the asset’s
carrying amount exceeding that which would have been
determined had no impairment loss been recognised in prior
years.

Impairment losses are written off against the corresponding
assets directly, except for impairment losses recognised in
respect of trade receivable included within trade and other
receivables, whose recovery is considered doubtful but not
remote. In this case, the impairment losses for doubtful debts
are recorded using an allowance account. When the Group
is satisfied that recovery is remote, the amount considered
irrecoverable is written off against trade receivable directly
and any amounts held in the allowance account relating to
that debt are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are reversed
against the allowance account. Other changes in the
allowance account and subsequent recoveries of amounts
previously written off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that the
following assets may be impaired or, except in the case of
goodwill, an impairment loss previously recognised no longer
exists or may have decreased:

— Property, plant and equipment;

— Investment properties;

— Interests in leasehold land held for own use under
operating leases;

— Investments in subsidiaries;
— Goodwill;
— Intangible assets; and

— Other tangible assets.
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(k)

82

significant accounting policies (continued)

Impairment of assets (Continued)

Impairment of other assets (Continued)

If any such indication exists, the asset’s recoverable amount
is estimated. In addition, for goodwill and intangible assets
that have indefinite useful lives, the recoverable amount is
estimated annually whether or not there is any indication of
impairment.

— Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net
selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of time value of money and the risks specific to
the asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-generating
unit).

— Recognition of impairment l0sses

An impairment loss is recognised in profit or loss whenever
the carrying amount of an asset, or the cash-generating unit
to which it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-generating
units are allocated first to reduce the carrying amount of
any goodwill allocated to the cash-generating unit (or group
of units) and then, to reduce the carrying amount of the other
assets in the unit (or group of units) on a pro rata basis,
except that the carrying value of an asset will not be reduced
below its individual fair value less costs to sell, or value in
use, if determinable.

— Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss
is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An
impairment 10ss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset's carrying
amount that would have been determined had no impairment
loss been recognised in prior years. Reversals of impairment losses
are credited to profit or 10ss in the year in which the reversals are
recognised.

Inventories

Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the weighted average cost formula
and comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to their
present location and condition.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(k)

0

(m)

(n)

(0)

significant accounting policies (continued)

Inventories (Continued)

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the
sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any
write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an
expense in the period in which the reversal occurs.

Receivables

Receivables are initially recognised at fair value and
thereafter stated at amortised cost less allowance for
impairment of doubtful debts (see note 1(j)), except where
the receivables are interest-free loans made to related
parties without any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment
of doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at
amortised cost with any difference between the amount
initially recognised and redemption value being recognised
in profit or loss over the period of the borrowings, together
with any interest and fees payable, using the effective
interest method.

Payables

Payables are initially recognised at fair value and thereafter
stated at amortised cost unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value,
having been within three months of maturity at acquisition.
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(iif)

84

significant accounting policies (continued)

Employee benefits

Short term employee benefits and contributions to defined
contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of non-
monetary benefits are accrued in the year in which the
associated services are rendered by employees.

Defined benefit retirement plan obligations

The Group’s net obligation in respect of defined benefit
retirement plan is calculated by estimating the amount of
future benefit that employees have earned in return for their
service in the current and prior periods; that benefit is
discounted to determine the present value, and the fair value
of any plan assets is deducted. The discount rate is the yield
at the balance sheet date on high quality corporate bonds
that have maturity dates approximating the terms of the
Group’s obligations. The calculation is performed by a
qualified actuary using the projected unit credit method.

Actuarial gains and losses in respect of the defined benefit
retirement plan are recognised in full in the period in which
they occur, outside profit or 10ss, in equity.

Share-based payments

The fair value of stock options granted to the employees by
the Company’s ultimate holding company, San Miguel
Corporation (“SMC"), is recognised as an employee cost with
a corresponding increase in capital contribution reserve. The
inter-company charge in relation to these stock options
levied on the Company by SMC is offset against the capital
contribution reserve and with a corresponding adjustment
to liabilities.

The fair value of stock options is measured at grant date
using the Black-Scholes Option Pricing Model, taking into
account the terms and conditions upon which the options
were granted. Where the employees have to meet vesting
conditions before becoming unconditionally entitled to the
stock options, the total estimated fair value of the stock
options is spread over the vesting period, taking into account
the probability that the options will vest.

During the vesting period, the number of stock options that
is expected to vest is reviewed. Any adjustment to the
cumulative fair value recognised in prior years is charged/
credited to profit or loss for the year of the review, unless
the original employee expenses qualify for recognition as
an asset, with a corresponding adjustment to the capital
contribution reserve. On vesting date, the amount recognised
as an expense is adjusted to reflect the actual number of
stock options that vest.

Termination benefits

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is without
realistic possibility of withdrawal.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(i

(ii)

significant accounting policies (continued)

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current tax
and movements in deferred tax assets and liabilities are
recognised in profit or 10ss except to the extent that they
relate to items recognised directly in equity, in which case
they are recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to
tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date.
Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
each balance sheet date and is reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against
deferred tax liabilities, if the Company or the Group has the
legally enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions
are met:

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same
taxation authority on either:

— the same taxable entity; or

— different taxable entities, which, in each
future period in which significant amounts of
deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise
the current tax assets and settle the current
tax liabilities on a net basis or realise and
settle simultaneously.
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(iif)

(t)

86

significant accounting policies (continued)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group or the Company has a legal or
constructive obligation arising as a result of a past event, it
is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can
be made. Where the time value of money is material,
provisions are stated at the present value of the expenditure
expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless
the probability of outflow of economic benefits is remote.
Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.

Revenue recognition

Provided it is probable that the economic benefits will flow
to the Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in profit or loss
as follows:

Sale of goods
Revenue is recognised when the customer has accepted the
goods and the related risks and rewards of ownership.

Interest income
Interest income is recognised as it accrues using the effective
interest method.

Rental income from operating leases

Rental income receivable under operating leases is recognised
in profit or loss in equal instalments over the periods covered
by the lease term. Lease incentives granted are recognised in
profit or loss as an integral part of the aggregate net lease
payments receivable.

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling
at the balance sheet date. Exchange gains and losses are
recognised in profit or 10ss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates.

Foreign exchange gains and losses arising from monetary
items that in substance form part of the net investment in a
foreign operation, together with any related tax, are
reclassified to equity on consolidation.
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(Expressed in Hong Kong dollars unless otherwise indicated)

(t)

(u)

(v)

significant accounting policies (continued)

Translation of foreign currencies (Continued)

The results of foreign operations are translated into Hong
Kong dollars at the foreign exchange rates approximating
the foreign exchange rates ruling at the dates of the
transactions. Balance sheet items are translated into Hong
Kong dollars at the foreign exchange rates ruling at the
balance sheet date. The resulting exchange differences are
recognised directly in a separate component of equity.
Goodwill arising on consolidation of a foreign operation is
translated at the foreign exchange rate that applied at the
date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of
the exchange differences recognised in equity which relate to
that foreign operation is included in the calculation of the profit
or loss on disposal.

Borrowing costs

Borrowing costs are expensed in profit or loss in the period
in which they are incurred.

Related parties

For the purposes of these financial statements, a party is
considered to be related to the Group if:

the party has the ability, directly or indirectly through one or
more intermediaries, to control the Group or exercise
significant influence over the Group in making financial and
operating policy decisions, or has joint control over the
Group;

the Group and the party are subject to common control,

the party is an associate of the Group or a joint venture in
which the Group is a venturer;

the party is a member of key management personnel of the
Group or the Group’s parent, or a close family member of
such an individual, or is an entity under the control, joint
control or significant influence of such individuals;

the party is a close family member of a party referred to in
(i) or is an entity under the control, joint control or significant
influence of such individuals; or

the party is a post-employment benefit plan which is for the
benefit of employees of the Group or of any entity that is a
related party of the Group.

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the entity.
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NOTES TO THE
FINANCIAL STATEMENTS

(w)

Significant accounting policies (continued)

Segment reporting

A segment is a distinguishable component of the Group that
is engaged either in providing products or services (business
segment), or in providing products or services within a
particular economic environment (geographical segment),
which is subject to risks and rewards that are different from
those of other segments.

In accordance with the Group'’s internal financial reporting
system, the Group has chosen geographical segment
information as the primary reporting format for the purposes
of these financial statements.

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis to that
segment. For example, segment assets may include
inventories, trade receivables and property, plant and
equipment. Segment revenue, expenses, assets and liabilities
are determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group balances
and transactions are between group entities within a single
segment.

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one
period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, corporate and
financing expenses.
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Changes in accounting policies

The HKICPA has issued a number of new and revised HKFRSs
and Interpretations that are first effective or available for
early adoption for the current accounting period of the Group
and the Company.

There have been no significant changes to the accounting
policies applied in these financial statements for the years
presented as a result of these developments. However, as a
result of the adoption of HKFRS 7, Financial instruments:
Disclosures, and the amendment to HKAS 1, Presentation of
financial statements. Capital disclosures, there have been
some additional disclosures provided as follows:

As a result of the adoption of HKFRS 7, the financial
statements include expanded disclosure about the
significance of the Group’s financial instruments and the
nature and extent of risks arising from those instruments,
compared with the information previously required to be
disclosed by HKAS 32, Financial instruments: Disclosure and
presentation. These disclosures are provided throughout
these financial statements, in particular in note 28.

The amendment to HKAS 1 introduces additional disclosure
requirements to provide information about the level of capital
and the Group’s and the Company'’s objectives, policies and
processes for managing capital. These new disclosures are
set out in note 27(f).

Both HKFRS 7 and the amendment to HKAS 1 do not have
any material impact on the classification, recognition and
measurement of the amounts recognised in the financial
statements.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period
(see note 36).

Turnover

The principal activities of the Group are the manufacture
and distribution of bottled, canned and draught beers.

AS the Group's turnover is entirely attributable to these
activities, no analysis by activity is provided.

Turnover represents the invoiced value of products sold, net
of discounts, returns, beer duty and consumption tax.

Other revenue and other net income/
(expenses)

B BRNE D
ERGHMAGEAHSERAEERAR A
RR G B B RS R AR T T
RATAEET & BRI R R AR o

RIBEFER 25 MM IR T AT AN G5 K
RIMEA LB MBEBLEEAEE - AT - &
REANEBHBHRERNETRI2MTA - K
BIREBGHERE IR MBERRNEZR - B
AR FEIEETIRS - STENERBELT ¢

BN RAE BT REERNE7RATE - MR
RFTEIANAEBP B TANEEUERZET
AfELRBROEE RBE  DEHREEE
SEERERR A B TA - KERKZHI K
BHNENERHE - AMBHRRINFEZEHE
EACE AN I

BB G EF1RAOERT FUR L BIMNEER
T BARFEREAKFERAKERARNRE
BEAZBR BENEFEFR - ZEHBH
BREN M RE27(f)

EEPBREERNETRRE BT ELE 1R
BT IR XE R AR B REERNTEND
B mANELBEEKTANEARE

AREBRZRE T IR W E RN ER H R EK
BT AERI 2 R (RFTEE36) o

EXHE

REEZ FEEBRARERDBUE  BER
RN

MRS EELT 2 ME LAY RAREEY
I IR G B E RSB DI

LXRBEMHEEMERBEMRIM - R
[ - R R B

Httg AR Bzt~ (FA%) F8

Other revenue Hi g A

Interest income on bank deposits RITIF R Z R BHA 14,248 12,403
Rental income GERSRL PN 5,388 5,052
19,636 17,455

Other net income/(expenses) Hihz  (BAX) B

Net gain/(loss) on disposal of property, HE¥ZE - #2E K &E
plant and equipment ZBF (EiE) 147 (2,044)
Others HAh 1,159 1,129
1,306 (915)

ERENEERERA R
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(a)

(b)

(c)

Loss before taxation

Loss before taxation is arrived at after charging/(crediting):

B} 5 R 2 Bf 51

5 KRBAERE

BRIEATEBEE G GEA) THRA

Finance costs M E H
Interest expenses on bank loans RITERZ B 9,702 7,851
Bank charges RITE R 218 254
9,920 8,105
Staff costs BT %M
Retirement costs RIR B A
— Defined contribution — TEEHFRIK
retirement plans B 6,055 9,647
— Defined benefit retirement — ERREMERNREE
plan (note 25(a)(v)) (B E25(a)(Vv) 7,959 5,440
14,014 15,087
Equity-settled share-based &A1&

payment expenses @A 162 400
Salaries, wages and other e IERAM

benefits @A 105,510 118,836
Severance payments (note 6) EBAE (f3E6) 18,860 49,623

138,546 183,946

Other items HaiE g
Amortisation 55
— Land lease premium — HE T HFIA 2,563 2,517
— Other tangible assets — HibBREE 13,076 8,617
Depreciation e
— Property, plant — % - R

and equipment N 64,744 70,472
— Investment properties — REYE 2,216 2,641
Cost of inventories (note 18) FERA (M3E18) 347,382 437,874
Loss on disposal of other HEEMEREE

tangible assets Z 1R 8,468 7,349
Operating lease charges: CEHEBR

minimum lease payments FEMAEFK
— Land and buildings — THREE 3,341 8,670
— Plant and machinery — B s 419 12,272
Rental receivable from wEYHE BB RA

investment properties less MBREEER

direct outgoings of $2,355,000 2,355,000 (ZZERF -

(2006: $2,621,000) 2,621,0007T) (3,033) (2,431)
Net foreign exchange gain PE W, 0% 4 Al (3,063) (834)
Auditors’ remuneration % B8R B 2,725 2,592
Impairment losses (note) AEEE (M)

— Fixed assets —EEEE 302,750 12,000
— Other tangible assets — HihBREE 1,911 —
— Trade and other receivables — EWE S RHEAMIRIE 4,926 11,086

SAN MIGUEL BREWERY HONG KONG LTD.
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5  Loss before taxation (continued) 5 BRBAEE @
(c) Other items (Continued) (c) HfE\EE (®
Note:  Impairment losses are recognised in the following line items Mzt - RiRE N R ERZREEBERANT -

in the consolidated income statement

2007
Other

Administrative operating Restructuring

expenses expenses costs

TR Fd- EAMX

$'000 $'000

Fr Tr

Impairment losses of RIEEE

— Fixed assets —EEEE - 17,750 285,000 302,750
— Other tangible assets —HEuEREE 1,911 — — 1,911
— Trade and other receivables — JEIE 5 & A b 818 — 4,926 — 4,926

1,911 22,676 285,000 309,587

Other

Administrative operating Restructuring

N expenses costs

THRAX / BRAZ

$000 $'000

T T T

Impairment losses of RIEEE

— Fixed assets —ETEE 12,000 — — 12,000
— Trade and other receivables — FEINE 5 & E b 818 — 11,086 — 11,086
12,000 11,086 — 23,086

BEENERARD D
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B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

(a)

(iif)

92

Restructuring costs

Restructuring costs recognised in the consolidated income
statement relate to the following:

Restructuring activities during the year

On 18 June 2007, the Group announced a preliminary plan
to cease the brewing operations of the Company’s brewery
in Yuen Long, Hong Kong (“Yuen Long plant”) due to its
relatively high production and operating costs as compared
to the brewery of San Miguel (Guangdong) Brewery Company
Limited ("SMGB"), another brewery of the Group, in the PRC.
On 30 September 2007, the brewing operations of the Yuen
Long plant ceased and with effect from that date, beer
products previously produced by this plant are now supplied
by SMGB's brewery. The related fixed assets of the Yuen Long
plant have become idle since the cessation of the brewing
operations.

Based on the business forecasts of the Group, the
management plans to resume the brewing operations of the
Yuen Long plant in 2009 after taking into account the
following:

SMGB has sustained solid growth over the past few years
and Guangzhou San Miguel Brewery Company Limited
("GSMB") has shown strong recovery since the restructuring
of operations in 2006. The management expects that such
growing trend in Southern China will continue and the
production capacity of SMGB's brewery will be substantially
utilised in a few years time. As such, SMGB's brewery may
not have sufficient production capacity to satisfy the demand
of the Hong Kong and overseas markets;

in view of the continued inflation experienced in the PRC
and the appreciation of the Renminbi, the management
expects that the production and operating costs of SMGB's
brewery will not be materially different from those of the
Yuen Long plant in the near future; and

the recent removal of excise duty levied on beer reduces
the cost of beer produced in Hong Kong. In previous years,
beer produced in Hong Kong was subject to a higher excise
duty as compared with imported beer and thus impaired
competitiveness.

Having considered the foregoing, the management believes
that it will be necessary and makes economic sense to
resume the brewing operations of the Yuen Long plant in
2009.

As a result of the above restructuring exercise, the Group
reviewed the recoverable amount of the fixed assets of the
Yuen Long plant and the carrying amount of such assets was
written down by $285,000,000 to the value in use. Value in
use of the assets was calculated using the discounted value
of the projected future cash flows to be generated over the
remaining useful life of the plant. The pre-tax discount rate
applied to the projected future cash flows of the plant was
9.91%.

SAN MIGUEL BREWERY HONG KONG LTD.
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(a)

(b)

Restructuring costs (continued)

Restructuring activities during the year
(Continued)

In addition to the above impairment loss, the Group incurred
other expenses in relation to the restructuring amounting
to $25,220,000. A summary of the restructuring cost is set
out below:

(a)

B 55 ¥l 2= B 5
© (EweseanHongkongdollarsunless otherwise indicated)  (REAmML AmEmEE)

EARZ @
KEEZEHETH (B
BRUA FRE R EAN - AEE SRR EMAE RN

H s H A25,220,0007T © AR AT ¢

Impairment loss on fixed assets AesEORERSR 285,000
Severance payments (note 5(b)) EAE (FF7E5(0b) 18,860

Additional rental charge BINEE
for warehouse e 3,205
Loss on disposal of raw materials R EEE 961
Legal and professional fees FREREEER 557
Others Hil 1,637
%220
310,220

As at 31 December 2007, restructuring cost amounting to
$2,794,000 remained unpaid and was included in “Other
creditors and accrued charges”.

Restructuring activities in prior years

GSMB, a subsidiary of the Company, entered into a factory
lease agreement (the “Lease Agreement”) with Guangzhou
Brewery (“GB”), a substantial shareholder holding 30%
interests of GSMB, upon the establishment of GSMB whereby
GSMB agreed to lease the factory buildings, brewery
equipment and related facilities from GB for production
purposes for a period up to 29 November 2020.

In 2005, management performed a review of GSMB's
operations given that GSMB was facing intense competition
in the PRC. Based on their review, management planned to
cease the production activities of GSMB in 2006 and
terminate the Lease Agreement. On 28 December 2005, a
non-binding memorandum of understanding (“MOU") was
signed between GSMB and GB in this respect.

Further to the signing of the above non-binding MOU, on 29
September 2006, GSMB and GB entered into a Termination
Agreement (the “Termination Agreement”) in respect of the
termination of the Lease Agreement and the sale of certain
production assets owned by GSMB (the “Production Assets”)
to GB. The handover of the leased assets and Production
Assets from GSMB to GB took place on 31 October 2006.
After the cessation of the production activities, GSMB
continues the sale and distribution of beer and sources beer
products from its fellow subsidiary, SMGB and other external
manufacturers under toll-processing arrangements.

(b)

BE_ZTAHF+_A=1+—H HAXNH
B4 L 72,794,0007T - I 2 B A [E M FERER
HIA -

EFEZERAED

BINES » ARRBZHIERE - BE N R
(TEMEER] - REMAEN 2 TERRIIFH
H30%HE ) AL B M A NIRRT LB HE 1
= (MEEWwED - Bt - BNEHRZREMN
R R A R R S KA - BB R 0 AR R AR B AF
TERE MEBRER _FT_TF+—-A=
THHEER

REMENETE-—BEEHHRHF - B2
Eﬁ_yqﬁiﬁrﬂlij}Z%i‘%iﬁﬁﬁ
o REBEEENR  BEEAIN_FT
NERIERMNENNEER LK ILHER
& M-_TEAFT_A—+/\B - BEMNES

S o M SR S R oA L % B AR 0 SR D ) R A T
(THBERE) -

BT L A R D M AR BRSO - N
ERENA—_TAA FMEﬂﬁFH@@f
AR LA ([ L HaR]) - A B AR LEHE
S ippad K A RN BB E BN ENFAER 2
ETEEEE([EEEE])  BMEDEEIN
REmoMEEE REEBERRLZHN_F
ERFTA=ZT—BET - RIEEEXBE
BN E N HEEHE Ko 8 - RARERARE D
TRYMERZMB AR ENERMEAMINT
TERRBWEES
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(b)

B} 5 R 2 Bf 51

Restructuring costs (Continued) 6 EdAAmEX®
Restructuring activities in prior years (Continued) (b) Z=FZEMAEDE)
During the year ended 31 December 2005, impairment losses i?égg%ﬂﬁg%%g;ﬁ%éi{é;%%g@
on the Production Assets and rental deposit for the Lease ﬂi%@ ?95 0005t D-HEJ‘EAEM‘%i&%EP/EE?W i Ekz
Agreement totalling $63,295,000 were recognised in the ’_\%%;i’_f_ _Eﬂ :+\g = iiﬁzgﬁb\ﬁl\—i_
financial statements. An additional one-off charge &%57@%\9315;00& ' ﬁl:)'ﬁEELX"XFXI%ZHEJZU'\
amounting to $93,159,000 was incurred during the year P79, 197, 00070 e '
ended 31 December 2006 which comprised the following:
2006
$°000
Tt
Severance payments (note 5(b)) EEE (FIFE5(0) 49,623
Penalty for early termination of the AR L E =
Lease Agreement Hika 6,176
Compensation for repairs and maintenance X EMEER z A EEE®E
for the leased assets paid to GB RiEERHES 9,150
Additional rental charges paid to GB AT EMNER R 2 BEINEE B A 10,083
Loss on sale of the Production Assets HEEEAEZEE 16,764
Others HAh 1,363
93,159

As at 31 December 2007, there was no restructuring cost
remained unpaid (2006: $37,064,000 remained unpaid and
was included in “Other creditors and accrued charges”).

The signing of the Termination Agreement with GB
constituted a connected transaction under the Listing Rules.

SAN MIGUEL BREWERY HONG KONG LTD.
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7 Income tax in the consolidated income 7 BEWBERZMER
statement

(@) Taxation in the consolidated income statement (a) HEWBRZFEBHUOT :
represents:

Current tax AHTH IR
— Hong Kong Profits Tax — BBREH
Provision for the year EF R 107 194
Over-provision in respect of prior years FFEE (16) (55)
91 139
Deferred tax IEFE B IE
Origination and reversal of TR EEEBER
temporary differences o] B (52,827) 10,169
Effect of decrease in tax rate METRZHIE
on deferred tax T
balance (note (i)) iE0) (2,784) —
Tax effect of recognising tax RERUTARE
losses and deductible Rz ELERIE
temporary differences not (BEABEEE R
previously recognised for AEMEREER) 2
deferred tax purposes (note (ii)) IR Z (M) = (16,857)
(55,611) (6,688)
Income tax credit FRBist A (55,520) (6,549)
The provision for Hong Kong Profits Tax is calculated at 17.5% EBFEGHIIRBAFEZHEF—EEHRBEA
(2006: 17.5%) of the estimated assessable profits of one of AEEHERT BRI ABE17.5% (ZFT<F ¢
the Hong Kong subsidiaries for the year. No provision for 17.5%) 1EFfsfE o AN A RHME BB R RH
Hong Kong Profits Tax has been made for the Company and A AT RET R IE B HE e AN AL ET IR AR I &
certain other Hong Kong subsidiaries either because the PSR BHBEE - MU ERBBFEHIEL
accumulated tax losses brought forward exceed the BB o
estimated assessable profits for the year or the entities
sustained losses for taxation purposes.
No provision for overseas taxation has been made for the BEFIRINMNB AR AR AR RETFIEE BB
foreign subsidiaries because the accumulated tax losses BAFEGEERBAF - I B INGIE
brought forward exceed the estimated assessable profits TELH BB o
for the year.
ERENEERERA R
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7 Income tax in the consolidated income 7 BEWERZAEBH @)

statement (Continued)

(@) Taxation in the consolidated income statement (@) HKEWBRZFAEBHWNOT : (&)

represents: (Continued)

(b)

Notes:

0]

(i)

0On 16 March 2007, the National People’s Congress passed
the Corporate Income Tax Law of the PRC ("new tax law”).
Under the new tax law, the income tax rate applicable to
the Company'’s subsidiaries in the PRC is changed from 27%
to 25% from 1 January 2008. The new tax law has been
applied when measuring the Group's deferred tax liabilities
as at 31 December 2007. The balance of deferred tax
liabilities decreased by $2,784,000 as a result of the change
of tax rate. The enactment of the new tax law has no financial
effect on the amounts accrued in the consolidated balance
sheet in respect of current tax payable.

During the year ended 31 December 2006, SMGB recognised
deferred tax assets in respect of tax losses and deductible
temporary differences brought forward from previous years
since it has started and will continue making profits
according to the 2006 five-year long range plan approved

(in

by management.

Reconciliation between income tax credit and  (b)
accounting loss at applicable tax rates:

R-ZBBLE=ZA+ A FE2BARR
KRG BB(PEARLMBCEMERE)
(TFBED) - BBFBE KRR KRR
RNRIF B A BE A AT S mfy%ﬁ_??
NE—F—BRBTE A25% - AEBFE—
TLF+-_A=Z+— Eﬁkﬁﬁﬁﬁkﬁﬁ
ERTHRENTE R ARBEAT X
{bER ¢%@LLMEQﬁM$EFEMm
2,784,0007T - FBLEH ARG EEEABRS
@Qﬁ@%%@@@ﬁﬁ%%o

R-ZBZREEE - EHERERE AR Z
MU TR S 18 K mIHE A0 B B 1 22 BT 5| BRI FE
IR o W RN E N EREFHIRESAER -
WREEEERAEZ NFEREHS  £EHE
RIGEBEZSAR -

Bt AREFER A :

Loss before taxation B BRI E e (315,814) (112,871)
Notional tax on loss before BEBRIBEAEER 2

taxation calculated at the rates ERABER

applicable to the tax BB RIBIETE

jurisdictions concerned 2 IhEHIA (54,914) (25,230)
Tax effect of non-deductible expenses TTW@%&ZHEWE 11,304 8,073
Tax effect of non-taxable revenue FERBMAZ BB & (3,340) (2,044)
Tax effect of tax losses and RABEEFHIBRERZ

deductible temporary MIEFBE R

differences not recognised for AENEREER

deferred tax purposes ZRIERE 989 29,564
Tax effect of utilisation of tax losses not FRAERZ

previously recognised BIAE R 2 % (6,759) —
Tax effect of recognising tax losses %wMﬁﬁﬁLLMEEm

and deductible temporary R HIEBER

differences not previously AENEREER 2

recognised for deferred tax purposes B — (16,857)
Effect of decrease in tax rate BETRZHE

on deferred tax balance ga (2,784) —
Over-provision in respect of prior years EFE R (16) (55)
Actual tax credit Frigfiat A (55,520) (6,549)
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EEMe

Directors’ remuneration disclosed pursuant to section 161 BREFEQIENE1CIERBEZ2EEH S0
of the Hong Kong Companies Ordinance is as follows: T

8 Directors’ remuneration 8

Salaries,

allowances
and Retirement
benefits Discretionary scheme

Directors’

fees in kind bonuses contributions
we HeRER REBEA BHESHER
$'000 $'000 $'000 $'000
T T T T
Executive directors BTES !
Chong Yoon Fatt ok — 2,094 98 161 2,353
Peter K. Y. Tam (Note) EER () — = = = —
Non-executive directors FHTES:
Ramon S. Ang R = = — — —
Faustino F. Galang LEE — — — _ _
Carlos Antonio M. Berba FER = = — — _
Minerva Lourdes B. Bibonia Minerva Lourdes B. Bibonia — — — — —
Ferdinand K. Constantino RER — — - — =
Iwan David Neryn Evans K- — = = — —
Francis H. Jardeleza BEY — — — _ _
Roberto N. Huang BRR - = — — —
Ma. Belen C. Buensuceso Ma. Belen C. Buensuceso — — — — =
Independent BUFHTES:
non-executive directors
David K.P Li THE — = — — _
Ng Wai Sun RHUER — = = = =
Carmelo L. Santiago 2= — = — — _
lan F Wade ENT — = — — —
— 2,094 98 161 2,353
Note:  Mr Peter K.Y. Tam was appointed on 31 December 2007 and Mz : BRREER-_ZTTELF+-A=1+—H#%

ZERPTES  FRAEBEKRD 2 FbE
HEESHAER  ALEFHITRERER
WEE o AARFAHIA,969,000T + EBIE
FEBIFEOMR o

therefore, none of his emoluments for the year is related to
his directorship and nil balance has been reported in the
above. His emoluments for the year of $1,969,000 have been
included in the “Individuals with highest emoluments” in
note 9.

BN WERARA T
—EELETH




NOTES TO THE

FINANCIAL STATEMENTS 871 ¥ ¥ 2% Bif 5

EEME @

8 Directors’ remuneration (Continued) 8

Salaries,
allowances
and Retirement
Directors’ benefits  Discretionary scheme
fees inkind bonuses  contributions
ok RigREA
$'000 1
T
Executive directors HiTES:
Chong Yoon Fatt ke — 1,839 346 94 2,279
Non-executive directors FHITEE:
Ramon S. Ang BRI — — — — —
Faustino F. Galang BEE — — — — —
Minerva Lourdes B. Bibonia Minerva Lourdes B. Bibonia — — — — —
Ma. Belen C. Buensuceso Ma. Belen C. Buensuceso — — — — —
Ferdinand K. Constantino RER — — — — —
Roberto N. Huang g2RR — — — — —
Independent BYFBITES:
non-executive directors
David K.P. Li FEE — — — — —
Ng Wai Sun RYEF — — — — —
lan F. Wade ENZ — — — — —
— 1,839 346 94 2,279
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9 Individuals with highest emoluments

Of the five individuals with the highest emoluments, two
(2006: one) are directors namely Mr Chong Yoon Fatt (whose
emoluments are disclosed in note 8) and Mr Peter K.Y. Tam
(whose emoluments are included below (also see note 8)).
The aggregate of the emoluments in respect of the four (2006:
four) individuals, including Mr Peter K. Y. Tam, are as follows:

B} 5 R 2 Bf 51

9

HEREZAE

BeFARAEBF  —HR(CETNEFE: —F)
REFE  DRIRINKE S E (EE E RTS8
W) MEmREE (HHeE B8R T (R
Mi5E8)) o HeaME (ZTTRF - NA) FEsk
BmZAE - BEERREE 2HMeBEN
T

Salaries and other emoluments e KoERL 5,706 5,546
Discretionary bonuses BB IEAT 482 244
Share-based payments % 72 45 (& 1 ) 47 287
Retirement scheme contributions RIRE H R 699 664
6,934 6,741
The emoluments of the four (2006: four) individuals with the WM& (ZEZERF  WR)HFEHREZAE ZH
highest emoluments are within the following bands: EAWMET :

2006
Number of Number of
Individuals individuals
ABEE ABHE

$1,000,001 to $1,500,000 1,000,001 £ 1,500,0007T 1
$1,500,001 to $2,000,000 1,500,0017T %2 2,000,0007C 1 1
$2,000,001 to $2,500,000 2,000,0017t £2,500,0007T 2 1

10 Loss attributable to equity shareholders
of the Company

The consolidated loss attributable to equity shareholders of
the Company includes a loss of $273,809,000 (2006:
$55,666,000) which has been dealt with in the financial
statements of the Company (note 27(b)).

11 Loss per share

(@) Basic loss per share

The calculation of basic loss per share is based on the loss
attributable to equity shareholders of the Company of
$262,376,000 (2006: $70,144,000) and on 373,570,560
ordinary shares (2006: 373,570,560 ordinary shares), being
the number of ordinary shares in issue throughout the year.

(b) Diluted loss per share

The diluted loss per share is not presented as the Company
does not have dilutive potential ordinary shares for both
years.

10

11
(a)

(b)

RAREERFEARGER

ARAEERAARGSEABERERER
273,809,0007T (ZZE X4 : 55,666,0007T) B
SEARR BB B @K (FE27(D) °

BRERE
BREXER

BRERNEETREADREZRE G ARGE
18 #£262,376,0007T (= ZZ ;N4 ¢ 70,144,000
TT) M AN E N2 317 2 373,570,560 & 5@ A% (—
TE A ¢ 373,570,560/ L@ 5T E o

BE-BRER

g FREBY R T - BIRE AEE
e EEEBERFE -

BEENERARD D
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NOTES TO THE .
FINANCIAL STATEMENTS 871 ¥ ¥ 2% Bif 5

AEBZMROBENDEER - EREMEZ
DERBEPHAEMESRY

12 Segment reporting 12

Segment information is presented in respect of the Group’s
geographical segments. Information relating to geographical
segments based on the location of customers is chosen.

RRARE EXE REEXEPIT 2R

BEUER DR BERBREE KIS
R{BBAEEZEZBRERI DM

No business segments analysis of the Group is presented
as almost all the Group’s turnover and trading result are
generated from the manufacture and distribution of bottled,
canned, and draught beers.

Hong Kong

B

2007

$'000
T

2006
§000
T

PRC (excluding
Hong Kong)

HE (TEEER)
2007 2006
$'000 $1000

T T

Inter-segment
elimination Consolidated
BHzERH &4

2007 2006 2007 2006

$'000 $'000 $'000 $'000
r n T r

Revenue from external HARP

customers YA 334,367 336,782 401,880 418,153 18,586 71,882 754,833 826,817
Other revenue from HREP

external customers LB 5,388 5,052 - - - - 5,388 5,052
Total revenue BYA 339,755 341834+ 401,880 418,153 18,586 71,882 760,221 831,869
Segment results PERE (27,090)  (30777) 16,404 8,369 764 (1,602) (9,922)  (24,010)
Unallocated operating AAREE

income and expenses WARRX 14,248 12,403
Finance costs B%ER (9.920)  (8105)
Restructuring costs AR (300,913) - - (931%9)  (9,307) - (310,220)  (93,1%9)
Income tax credit FBHEA 55,520 6,549
Loss for the year EEFE (260,294)  (106,322)
Depreciation and £

amortisation for TER

the year gy 50,826 52,316 30,382 26,447 1,391 5484 82,599 84,247
Impairment losses of WEBE
— fixed assets —ETEE 281,360 12,000 12,840 — 8,550 — 302,750 12,000
—other tangible assets  — EfEMEE - - 1,911 - - - 1,911 -
— trade and other —BUBHR

receivables EEE 6,304 11,920 (1,378) (834) - — 4,926 11,086

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007




NOTES TO THE .
FINANCIAL STATEMENTS 871 ¥ ¥ 2% Bif 5

12 Segment reporting (Continued) 12

PRC (excluding
Hong Kong Hong Kong)
& hE (FEEEE)
2007 2006 2007 2006

$'000 $'000 $'000 $1000
r n r r
(note)
(H3t)

THERZER @

Others
2t

2007
$'000
T

Inter-segment
elimination Consolidated
LoRlA b &a
2006 2007 2006 2007 2006
$'000 $'000 $'000 $'000 $'000
n r r r n
(note)
(FirsE)

Segment assets PEBE 1,082,665 1385764 626,113 509,571 33,484 171,274 (5.320) (9.390) 1,736,942 2,057,219
Unallocated assets AABEE 465922 117203
Total assets BEE 2,202,864 2474442
Segment liabilities PEER 79,468 74082~ 112,568 141,991 2,458 9,156 (5.320) (9.390) = 189,174 215,839
Unallocated liabilities rHEER 259,227 284,506
Total liabilities 28k 448,401 500345
Capital expenditure £R

incurred during EX

the year R 17,032 23359 67,560 53517 32 211 84,624 71,087
Additional 5B

information HE

concerning P82

geographical A

segments; g
Segmentassetshythe  BEAEME

location of assets fE7EEHE 960,318 1380015 ~ 781,944 686,594 - — (5,320) (9.390) 1,736,942 2,057,219
Capital expenditure REAEME

incurred during the fiEA%

year by the location LEMEE

of assets LEREY 1,056 1922~ 83,568 75,165 - - 84,624 77,087
Note:  Segment information relating to the geographical segment MisE: BERERHMINSEERNR ST EF2

"Others” which was included in the geographical segment
"Hong Kong" in 2006 has been separately reported.
Comparative figures have been reclassified to conform with
the current year’s presentation.

DEEHERKRTBERERMNEE]IA -
REBRFEZENGR - 20 BEREK
EXaE VLI
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13 Fixed assets 13 EBEEEE
(@) The Group (a) #*£H
Interests in
Property, plant and equipment leasehold
nE - BERRE land held
Land and  Machinery, for own
buildings  equipment, use under
held for ~ furniture Motor Construction Investment  operating Total
own use and fixtures vehicles inprogress  Sub-total  properties leases fixed assets
EREHE
HE TEAM
BRLH #f KENEE @iz
REE HiRERE 1R BE
$'000 §'000 $1000 §'000
T S T S
Cost; A
At 1 January 2006 Z2555-F-H 908,444 1,937,041 29218 1,253 2,475,956 98,489 112,212 2,686,657
Exchange adjustments EiA% 11,304 20,603 783 u 32774 - 1440 34214
Additions AE 851 43838 1 9,724 55,124 - — 55,124
Disposals hE (29,107) (198,187) (8,143) — (235,437) — — (235,437)
Transfer from construction gRate
In progress Ik 270 1581 - (1851) - - - -
Transfer from land and BERER
buildings held for own use THREE (20,457) - - - (20457) 20,457 - -
At 31 December ZEERF
w6 TIAZT-R SIS A& BE9 900 230790 11896 113652 2540558
Accumulated amortisation,  ## &
depreciation and RAE
impairment losses: a5
At 1 January 2006 Z2555-F-H 179,814 622,054 24,902 312 827,082 12,052 9,359 848,493
Exchange adjustments EiA% 3097 10,073 680 11 13,861 - 305 14,166
Charge for the year ERFEX 18,587 50,884 1,001 - 70472 2,601 2517 75,630
Impairment losses HEFE - - - - - 12,000 - 12,000
Written back on disposals k=2 (22,395) (148,892) (7,49) (323) (179,108) — - (179,108)
Transfer from land and EHAER
buildings held for own use THEEE (2,503) - - - (2,503) 2,503 - -
At 31 December ZEER
o TIAZT-R O mes0  sAM9 19085 — 798 909 111 T
Net book valug: BEFE:
At 31 December ZEER
2006 t-A=1-H 694,745 870,757 3,484 9170 1,578,156 89,750 101,471 1,769,377

SAN MIGUEL BREWERY HONG KONG LTD.
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13  Fixed assets (Continued) 13 EBEEEE®
(@  The Group (Continued) (@ ZF&£E @)
Interests in
Property, plant and equipment leasehold
nE BERRE land held
Landand  Machinery, for own
buildings  equipment, use under
held for ~ furniture Motor Construction Investment  operating Total
ownuse and fixtures vehicles inprogress  Sub-total  properties leases fixed assets
EREHE
HE TEAM
BER1# R BENEE &itER
REE HiRERE 1R BE
$'000 $'000 $'000 $'000
T T T T
Cost; A
At 1 January 2007 “25+45-F-H 871,345 1,404,876 22,569 9,170 2,307,960 118,946 113,652 2,540,558
Exchange adjustments EXRE 2,439 210 1231 675 57,067 - 3117 60,184
Additions AE 15493 17,400 933 26,487 60,313 — — 60,313
Disposals hE — (13427) (5,548) - (18,975) - - (18,975)
Transfer from construction gRate
In progress Ik 3,659 2623 - (6282) - - - -
At 31 December I
729077 S T:ﬁgt_@ B 212_,93é N _1,544,_19{ - _19,185_ - gO,(lSO_ N 2,40_6,3_65_ N _11_8,956_ N _11976_9 N _2,_642_,089
Accumulated amortisation,  H# - iTE
depreciation and RAE
impairment losses; ag:
At 1 January 2007 Z25+5-R-H 176,600 534,119 19,085 = 729,304 29,196 12,181 71,181
Exchange adjustments EiRE 5,962 12,236 1,005 — 18,803 — 720 19,523
Charge for the year ERMER 19,276 44,678 790 = 64,744 2216 2,563 69,523
Impairment losses HEEE 96,308 186,266 99 = 282,613 — 20,077 302,750
Written back on disposals HERE — (12,692) (5,115) - (17.807) - - (17.807)
At 31 December I
L e I L . LA 1/ B A LA
Net book value: BEFE:
At 31 December ZE5tR
2007 t-A=1-H 615,190 679,587 3,321 30,050 1,328,148 87,534 81,228 1,496,910

BN WERARA T
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13 Fixed assets (Continued) 13 EBEEEE®
(b) The Company (b) ZA&AF
Interests in
Property, plant and equipment leasehold
n¥ - BERRE land held
Landand  Machinery, for own
buildings  equipment, use under
held for furniture Motor Construction operating Total
own use and fixtures vehicles in progress  Sub-total leases fixed assets
ERERE
BE- TERT
HRLH BTN HENEE @iz
REE BiRERE ERIR 1R &E
$'000 $'000 $'000 $'000 $'000
S S T T i
Cost; A
At 1 January 2006 “5555-F-A 493,057 960,922 7,160 20 1,461,159 74134 1,535,293
Additions AE 473 1,202 — 35 1,710 — 1,710
Disposals HE - (1,406) (1,156) - (2,562) - (2,562)
Transfer from construction afarg
in progress I8 - 10 - (40) - - -
A3 Decemoer2006  ZEEAFToASTOE KBS0 %078 e 5 140307 A1 15
Accumulated amortisation ~ BHRFE
and depreciation; ag:
At 1 January 2006 “Z55F--A 86,025 349,122 5989 — 441,136 1,744 442,830
Charge for the year ERFER 10,152 32,645 605 - 13402 1,745 15,147
Written back on disposals HERR - (1401) (1,15 - (2,557) - (2,557)
M3TDecember200s  ZEEAETSASTE AT B0k AR - —_ M A
Net book value: BEFE:
At 31 December 2006 ZEERETIR=T-H 397,353 580,392 566 15 978,326 70,645 1,048,971

SAN MIGUEL BREWERY HONG KONG LTD.
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13  Fixed assets (Continued) 13 EBEEEE®
(b) The Company (Continued) (b) ZFRATE
Interests in
Property, plant and equipment leasehold
n¥ - BERRE land held
Landand  Machinery, for own
buildings  equipment, use under
held for ~ furniture Motor Construction operating Total
own use and fixtures vehicles in progress  Sub-total leases fixed assets
ERERE
BE TEAM
HRLH BTN KENEE @iz
REE BiRERE REIE TR &E
$'000 §'000 $'000 §1000 §'000
S S Tt T T i
Cost; A
At 1 January 2007 “55+5-F-A 493,530 960,758 6,004 15 1,460,307 74134 1,934,441
Additions AE = 995 61 = 1,056 — 1,056
Disposals e - (1453) (904) = (2,357 = (2,357)
Transfer from construction VR
in progress Tiz — 15 — (15) - — -
MDeenbar A0 SERCESASHOR RS 036 SN - UM T s
Accumulated amortisation,
depreciation and WER
impairment losses; HELE:
At 1 January 2007 “E5+5-5-A 9,177 380,366 5438 = 481,981 3,489 485,470
Charge for the year ERRY 10,173 29,894 M = 40,338 1,744 42,082
Impairment losses HEBE 96,308 168,916 99 = 264,923 20,077 285,000
Written back on disposals HERR - (1415) (903) - (2318) — 2,318)
MDmemter 0 SERCRYSASioR [ MR SIML M - B30 s
Net book valug: BEFE:
At 31 December 2007 S i 290,872 382,954 256 = 674,082 48,824 722,906

BEENERERL D
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13  Fixed assets (Continued) 13 EBEEEE®
(c) Impairment losses (c) WBESE
Apart from the impairment of the fixed assets of the Yuen B T RAB EE6(a) 2 FR B T BB R AR B I 1R AN
Long plant as mentioned in note 6(a), the Group also IRER [E e TE — L BRTEDFE 4917,750,0007T B9 E A
identified certain machinery, equipment, furniture and RS - BB BRIMREE REBFERE
fixtures with an aggregate net book value of $17,750,000 B WEHERREEBE -
that has become obsolete. A full provision for impairment
loss has been recognised during the year.
During the year ended 31 December 2006, the management E_ZEERFT_A=+—RAILFE  EHE
performed a review of the recoverable amount of investment HIEEYEM AT E S ETR - RIEZR
properties. Based on their review, the carrying value of 5 B ERIREERK12,000,0007T © &
investment properties was written down by $12,000,000. The MER T E S R DIREB S MITHGE
recoverable amount of investment properties was TLAEETE
determined with reference to the valuation performed by
an independent firm of surveyors.
(d) The analysis of net book value of properties is (d) THEREFEZDHFWOT :
as follows:
The Group The Company
rEH AT
2007 2006 2007 2006
$'000 $°000 $'000 $°000
Fr Tt Fr T
Medium term leases REIFRE it
— in Hong Kong — &HE 504,052 636,616 339,696 467,998
— outside Hong Kong — BB 279,900 249,350 — —
783,952 885,966 339,696 467,998
Representing: AHTAT
Land and buildings held BALHR
for own use BE 615,190 694,745 290,872 397,353
Investment properties wEYZE 87,534 89,750 — —
Interests in leasehold FREHEETBEA
land held for own use mFENHEE
under operating leases THbREES 81,228 101,471 48,824 70,645
783,952 885,966 339,696 467,998
(e) Fixed assets leased out under operating leases () REHFETZETEEE

The Group leases out investment properties under operating
leases. The leases typically run for an initial period of two to
three years, with an option to renew the lease after that date
at which time all terms are renegotiated. None of the leases
includes contingent rentals.

The Group's total future minimum lease payments under
non-cancellable operating leases are receivable as follows:

AEESREMELE - BOFH KRB _=E
=F > ARERIHBARETRLY  BRNSE
iﬁ%%ﬂ‘ﬁﬁﬁﬂ%%ﬂ - ARMEMNBMTEERAAE

NEBRET A HsE &R E m el R RE
EFENT

Within 1 year —FR 4,180 4,841
After 1 year but within 5 years —FEEAFA 1,492 5,360
5,672 10,201

SAN MIGUEL BREWERY HONG KONG LTD.
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13
()

(8)

14

Fixed assets (continued)

The fair value of the investment properties at 31 December
2007 is $95,590,000 (2006: $90,240,000), which are valued
on an open market basis assuming sale with existing
tenancies by using the investment method and otherwise
with vacant possession by using the sales comparison
approach. The valuation was carried out by an independent
firm of surveyors, LCH (Asia-Pacific) Surveyors Limited, who
have among their staff Members of the Hong Kong Institute
of Surveyors with recent experience in the location and
category of property being valued.

During the year ended 31 December 2006, certain land and
buildings held for own use were leased out to third parties
for rental income. In accordance with HKAS 16 and 40, the
related portion of property was transferred from land and
buildings to investment properties at the carrying amount
on the date of transfer.

Intangible assets

B} 5 R 2 Bf 51

13
(f)

(8)

14

BEIEEE ®
BREMER_TZTLF+_A=+—HZMSH
Ffﬁtﬂs 590,000 (ZZZ 754 : 90,240,000
70 MARMEAEAERTE - WRIBEMH
ﬁoHj%ﬁﬁfﬁlﬁﬁﬁwﬂ&ﬁ/ﬁﬁfﬂaﬁ W,ER
ERHEFBRMRAHES LB RETH
TE HETYHEBLASMITR BT Z/ AR
PNEETT AR EREEBIEMEgNEE
%ﬁéi Eﬁﬁﬁfﬁ%%%iﬂlﬁ&iﬁmﬂmﬁﬁ%«

R-ZZERNFFE  BETAREREEBRNL
WEREEHBEETE=FUKNAR - BRIEE
B ERIE16R 405 - MENFABHIKRE
Eji HOBREERER LM REEEBRERE

BLEE

The Group The Company
rEE b N
Club Club
Trademarks debentures Total Trademarks debentures Total
mE eREESR &t wE eFREESR a3
§000 §'000 §'000 §'000 §000 $000
¥ T T ¥ T ¥
cost: BA
At 1 January 2006 —TTRF-F-H 39,114 6,069 45,183 39,114 5,031 44,145
Exchange adjustments [& &% F8% — 37 37 — — —
Additions NE 2 — 2 2 - 2
At 31 December ZETRE
2006 +-RA=+—H 39,116 6,106 45,222 39,116 5,031 44147
Accumulated BHmsm.
amortisation:
At 1 January and —TERF-A-HK
31 December 2006 +-A=+—H 5,658 — 5,658 5,658 — 5,658
Net book value: FREFE :
At 31 December ZETRE
2006 +-R=+—H 33,458 6,106 39,564 33,458 5,031 38,489
Cost: BA
At 1 January 2007 —“ET+FE—-F—H 39,116 6,106 45,222 39,116 5,031 44147
Exchange adjustments [& % 78% — 79 79 — — —
At 31 December ZTE+EF
2007 +-A=+—H 39,116 6,185 45,301 39,116 5,031 44147
Accumulated gHms.
amortisation:
At 1 January and “EELE-A-AR
31 December 2007 +-A=+—H 5,658 — 5,658 5,658 — 5,658
Net book value: REFE
At 31 December —EEF
2007 +-A=+—H© 33,458 6,185 39,643 33,458 5,031 38,489

Trademarks are regarded as having indefinite useful lives
because the trademarked products are expected to generate
net cash inflows to the Group indefinitely.

Consideration of impairment testing for trademarks is set
out in note 15.

ISR R AL AREEAFY  HRFRER
BHAEREREFRASASEELF RS
WA e

BRI ER S EME15ME A -
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15 Goodwill

B} 5 R 2 Bf 51

The Group
EME

BAREFE :

Cost and carrying amount:

At 1 January and 31 December

—A—BEt+=-A=+—8

5,044 5,044

Impairment test for cash-generating units
containing goodwill and trademarks

Goodwill arose from the acquisition of an additional interest
in SMGB while trademarks relate to products produced by
SMGB. Therefore both the goodwill and trademarks are
allocated to SMGB operations for impairment testing
purposes.

The recoverable amount of SMGB operations has been
determined based on a value-in-use calculation. That
calculation uses cash flow projections based on the five-
year long range plan approved by management, and a pre-
tax discount rate of 9.91% (2006: 7.1%). Cash flows beyond
that five-year period have been extrapolated using zero
growth rate. Management believes that any reasonably
possible change in the key assumptions on which the
recoverable amount is based would not cause carrying
amount to exceed its recoverable amount.

Key assumptions used for value-in-use calculation:

BEHEREENRIR S BN ARER
=

AEDAENBENER 2 BIMESMESE °
BEDEANEREENERAR - Bt - &
BREGADEEERENEHIERERHA -

ENEREBHA D EIREEREES
EMET BHETEFEAREREEERAEDN
AFRBGTEIFAGHNIRESREE R RERELRIR,
HWE 9% (ZZFEZNF : 7.1%) 1T - AFH
MENRERENFEASERERIING - EEE
HE ENWERITBESEMRENEZ®RE
EfiggﬁﬂﬁﬁﬁiﬂW@g%ﬁﬁﬁﬁﬁﬁﬂ
@ MZ AR ©

AEEREERAANEIEMEK

2007 2006

Growth rate R &
Gross contribution rate 48 B
Discount rate 8537 &

Management determined the growth rate and gross
contribution rate based on the past performance and its
expectation for market development. The discount rate used
is pre-tax and reflects specific risks relating to the cash-
generating units.

16 Investments in subsidiaries

16

25% 19%
41% 40%
9.91% 7.1%

EEERBBERRLAHMSERNEYE
ERRERRBERE o prANIE T BTATRE
BE - WRERIIR S ELNBERR

B D B RE R

The Company

KA F]

2007

$'000

T
Unlisted shares, at cost JE MRS (BRRAN) 603,249 603,249
Amounts due from subsidiaries NG 777,930 781,890
1,381,179 1,385,139
Less: Impairment losses B OREEE (209,978) (209,978)
1,171,201 1,175,161
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(Expressed in Hong Kong dollars unless otherwise indicated) (BrEBHERI - 9RBEGTH)
16 Investments in subsidiaries (continued) 16 HEQBIES @

Amounts due from subsidiaries are unsecured, interest-free
and have no fixed repayment terms. The entire balance is
expected to be recovered after more than one year.

The following list contains the particulars of all the
subsidiaries of the Company:

Place of Issued share
incorporation/ capital/registered
Name of company operation capital
HMEL 28T
NAER R A& EMER
Best Investments British Virgin Us$50,000
International Inc. Islands 50,000% 7T
RERZHS
Preference:
Us$60,000,000
BRRA
60,000,0003 7T
Guangzhou San Miguel PRC Registered capital:
Brewery Company Limited + US$36,507,000
(note (i) HMER
M 4 8B A IR A B 36,507,000 7T
(B ()
Hongkong Brewery Limited Hong Kong $100
B 1007T
Ravelin Limited Hong Kong $10,000,000
B 10,000,0007TC
San Miguel Hong Kong A: US$9,000,000
(Guangdong) Limited B A: 9,000,0003 7T
EHE(BER) ERAA B: $1,000
B: 1,0007T
San Miguel (Guangdong) PRC Registered capital:
Brewery Company Limited H US$39,933,000
(note (ii)) HMER
N (BR)EEFRARA 39,933,000 7T
(GEAD)
San Miguel Shunde Hong Kong $2,000,000
Holdings Limited e 2,000,0007T
Notes:
() Guangzhou San Miguel Brewery Company Limited is an

equity joint venture formed between the Company’s
subsidiary, San Miguel (Guangdong) Limited, and Guangzhou
Brewery. According to the shareholders’ agreement, the
Company has an operating period of 30 years expiring on
29 November 2020.

(ii) San Miguel (Guangdong) Brewery Company Limited is a
wholly-foreign owned enterprise with an operating period
of 50 years expiring on 4 August 2042.

FEUPH B A AR IR R IR - % B KRB E
EESRH - Y2 AHRNEB —FRKRE -

TREFIARAR BN EARIER :

Proportion of Principal
ownership activity
interest held by
PR
Bat

Company Subsidiary
NN MEATE TEEK
100% — Investment
®E

100% —
— 70% Distribution
of beer
SHE R
100% — Dormant
Frex
100% — Property
holding
ESERYES
92.989% — Investment
holding
100% — REERK
— 100% Manufacture
and sale of
beer
[ 295
1R T
92% — Investment
holding
HEER

BT

(i) BMAE DB R DB TIARR R ZHER A

£ 71 (R 3R) AR 2 7 SR R 2
SAREDE  RBBEHH - KAT2IE
BWB=+E  R-F-TE+—A-th
A S5 «

(i) EN(ER)EEERATDREINEER D
¥ o BEEKEHDLTE RZTWE_FNA
a A fER o

ERENBERERAF

SETEEFR [
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17 Other tangible assets

Other tangible assets represent returnable bottles and crates

of the PRC subsidiaries.

B} 5 R 2 Bf 51

17 HiBREE

HEWEEORTEMBARMFEENE
fEmERE -

The Group
rEH
2007
$'000
Fr
Cost: R :
At 1 January —H—H 82,116 72,656
Exchange adjustments bE 3 5 & 7,931 2,563
Additions = 24,311 21,961
Disposals HE (24,568) (15,064)
At31December ~  +t=A=t—-H 8,79 82,116
Accumulated amortisation B REESRE
and impairment losses:

At 1 January —H—H 33,116 31,117
Exchange adjustments PE 3 8 4,623 1,097
Charge for the year FRMAX 13,076 8,617
Impairment losses B E 18 1,911 —
Written back on disposals & BBl (16,100) (7,715)
At31December +t=A=+t—-H 36626 33,116
Net book value: BRERE
At 31 December +=—A=+—8 53,164 49,000

Almost all bottled beer sold by the PRC subsidiaries are under
returnable bottles arrangement. The bottles and crates are
expected to have useful lives of two years and seven years
respectively.

18 Inventories

BB A R AT 2 R R & F 8
a‘i cHRBHRZAEREFHSMAS-F Rt

18 FE

The Group The Company
rEE ¥ N

2007 2006 2007 2006
$'000 $'000 $'000 $'000
Fr FT Fr Fit
Products in hand and in process REERRERM 24,000 28,612 6,747 12,869
Materials and supplies YR K i FE 16,027 22,052 — 11,176
40,027 50,664 6,747 24,045

SAN MIGUEL BREWERY HONG KONG LTD.
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18 Inventories (Continued)

The analysis of the amount of inventories recognised as an
expense is as follows:

B} 5 R 2 Bf 51

18 HFE®W
EMRABRI 2 HEELESNOT -

The Group
REE

2007

$'000

Fx

Carrying amount of HEFEREE

inventories sold 347,221 437,874
Write down of inventories 5 & MUk 161 —
347,382 437,874

19 Trade and other receivables

19 EREZREMIKRIA

The Group The Company
REH b/ NN
2007 2006 2007 2006
$'000 ) $'000 $'000
T T Tt
Trade receivables JEUWE BERTE 84,615 116,811 59,321 86,281
Less: Allowance for doubtful B RIBEREE
debts (note 19(b)) (B 5E19(0)) (32,816) (27,495) (23,149) (17,189)
51,799 89,316 36,172 69,092
Other debtors, deposits and Hi R - %&
prepayments SEEREN 44,449 26,734 14,735 17,412
96,248 116,050 50,907 86,504

All of the trade and other receivables are expected to be
recovered within one year.

(@) Ageing analysis

The ageing of trade receivables (net of allowance for doubtful
debts) as of the balance sheet date is as follows:

FERKEZ MNEMEKREBEREFE—FAITK
E
(@) BRERDAHT

FEWE 5 BRTA (FIBR RIRBR BB NG E B 2 Bk
BT

The Group The Company
rEE ¥ N

2007 2006 2007 2006

$'000 $'000 $'000 $'000

Fr Tt Fr Fit

Current A EIHA 37,393 63,779 25,291 46,921

Less than 1 month past due BHEHELR—@EA 722 8,330 — 7,275

1to 3 months past due BEARAE—ZE==1EA 926 9,900 — 8,992
More than 3 months but BHEA=EARZE

less than 12 months past due —FR 521 194 461 64

More than 12 months past due BHBEZR—F 12,237 7,113 10,420 5,840

51,799 89,316 36,172 69,092

The Group's credit policy is set out in note 28(a).

AEE 2 FEEBERE N E28() °
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19 Trade and other receivables (continued) 19 EREZFREMIRE @
(b) Impairment of trade receivables (b) EWRESZREZBEER

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which
case the impairment loss is written off against trade
receivables directly (see note 1())(i)).

The movement in the allowance for doubtful debts during
the year, including both specific and collective 10ss
components, is as follows:

B R UCE 5 B X )R B S 1R B B R AR AT
8 BRIFAEBEERRKREZEEREN - £
WIERT - BEBESERERKESKRAT
gy (FREE10)0) -

4 PRI I A (355 I B 1B AT IR AR 2D
3) E BT -

The Group The Company
AEH EAT

2007 2006 2007 2006

$'000 $'000 $'000 $'000

T Ft Fr T+

At 1 January —H—H 27,495 16,761 17,189 5,864
Exchange adjustments TE TR 703 353 — —
Impairment loss recognised B E 18 4,926 11,086 6,304 11,920
Uncollectible amounts written off & §5 -~ 7] U [2] & 58 (308) (705) (344) (595)
At 31 December +=-—A=+—H 32,816 27,495 23,149 17,189
At 31 December 2007, the Group's and Company'’s trade RZZEZLF+ZA=1T—H AEEEAEXRQ

receivables of $46,648,000 (2006: $50,241,000) and
$34,096,000 (2006: $35,721,000) respectively were

A% FE UL 5 BR I8 E AR 46,648,0007T (T Z N
F 1 50,241,0007T) &34,096,0007T (ZZE X

individually determined to be impaired. The individually
impaired receivables were balances in disputes with
customers or related to customers that were in financial
difficulties and management assessed that only a portion of
the receivables is expected to be recovered. Consequently,
specific allowances for doubtful debts of $32,816,000 (2006:
$27,495,000) and $23,149,000 (2006: $17,189,000) were

4 1 35,721,0007T) 1= 1@ B RE ERE 1B AR
BEEBERARZART R EARE @ MixERE
EBEE - RBE DB AT AYE - B B A
ANA TS BIVEH 32,816,000 (— BEN4F ¢
27,495,0007T) }23,149,0007C (ZZEZ /X -
17,189,0007T) By R AR - AEE KA A
FA LB EREEERROT

recognised by the Group and the Company respectively. The
Group and the Company hold the following collaterals over
these balances:

The Group The Company
rEH AT
2007 2006 2007 2006
$'000 $°000 $'000 $'000
T FT T I
Buildings ES 9,034 8,790 8,660 8,660
Cash deposits RETFER 2,344 2,115 300 —

SAN MIGUEL BREWERY HONG KONG LTD.
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19 Trade and other receivables (continued) 19 ERESZRHEMEKRE @
(c) Trade receivables that are not impaired (c) XREEREEBEBEZENRESIRE
The ageing analysis of trade receivables that are neither REEREEEZERE SRBRENT :
individually nor collectively considered to be impaired are
as follows:
The Group The Company
AEE ¥ NN
2007 2006 2007 2006
$'000 $°000 $'000 $'000
Fr Fi T T
Neither past due nor impaired  AZIMETEEAE - 36,143 58802 25,225 44,183
Less than 1 month past due BHEALIHN—EA 287 898 — 185
1 to 3 months past due BHBER—Z=EA 858 317 — 287
More than 3 months but less than  BHEIR A =1EA
12 months past due E—FR 60 96 — 64
More than 12 months past due BHBREN—F 619 6,457 — 5,841
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1824 7768 - — 6377
37,967 66,570 25,225 50,560
Receivables that were neither past due nor impaired relate REVER R ERE 2 EWE 58RI - 5 RTH]
to a wide range of customers for whom there was no recent BREBREFGRENER - FTATERE -
history of default.
Receivables that were past due but not impaired relate to a WEENMERE EWE FRERZ2E RIf
number of independent customers that have a good track BRRENENEFPEE - BUEER AR
record with the Group. Based on past experience, EEEVESEANNE  EEEREEANE
management believes that no impairment allowance is e RIEE R BE - RN DRABELERRIEAR
necessary in respect of these balances as there has not been ZEUE o REE RAQRFA ERU A
a significant change in credit quality and the balances are FEEHROT :

still considered fully recoverable. The Group and the
Company hold the following collaterals over these balances:

The Group The Company
AEE EAT

2007 2006 2007 2006

$'000 $°000 $'000 $'000

T Tt T Tt

Buildings ES 7,995 7,630 7,680 5,390
Cash deposits REFR 10,892 10,639 1,083 1,182
Bank guarantees |ITHER 1,800 12,000 1,800 12,000

ERENEERERA A

—EELETH
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20 Amounts due from/(to) holding companies 20 EWREFERLTARBRKEBATE

and fellow subsidiaries BRIE

Amounts due from/(to) holding companies and fellow JFE i ok AT 35 Hx’&?&ﬂ%ﬁﬁ%@?ﬁﬁlﬁi’]ﬂ
subsidiaries are unsecured and interest-free. Included in the BEREEE - &HBETINEBESHIE - AiRE
balances are the following amounts which are trade related PHERZA o

and are repayable under normal trade terms:

The Group The Company
rEH AT
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Fr FT T T
Amounts due from holding FEMIE AR A B &
companies and A ?W%
fellow subsidiaries NEIE 3! 26 8,339 26 8,241
Amounts due to holding FET1ERR A B 2
companies and H%Bﬁ%
fellow subsidiaries NAIRRIE (18,282) (4,465) (16,985) (2,398)
The remaining balances do not have fixed repayment terms. HEBFIEHSTRBETERS -
21 Pledged deposits and cash and cash 21 #E#BEXR AEREERELIRHE
equivalents
(a) Pledged deposits (@) EHFER
At 31 December 2007, bank deposits amounting to RZZEEF+_A=+—8 " HBITFRX
$18,696,000 (2006: $Nil) are pledged to secure bank 18,696, 00075(_? TRE - To) RERRIT
guarantees. Subsequent to the balance sheet date, the EETMERTIRT - NEERBDER o
pledged deposits have been released.
(b) cash and cash equivalents (b) BRERERRAELEH
The Group The Company
rEH PN
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Fr T Fr T
Deposits with banks RITIF R 383,155 338,311 — —
Cash at bank and in hand wITHEERIRS 63,013 78,024 11,988 15,725
446,168 416,335 11,988 15,725

SAN MIGUEL BREWERY HONG KONG LTD.
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© (EweseanHongkongdollarsunless otherwise indicated)  (REAmML AmEmEE)

22 Bank loans (unsecured) 22 RITER (EIEKH)
At 31 December 2007, the bank loans were repayable as EA_Tfti-i- A=+—8  BITERER
follows: THIEAR B R
The Group The Company
REE b/ NN
2007 2006 2007 2006
$'000 ) $'000 $'000
T Fr Tt
Within 1 year —F R 193,780 80,374 95,000 —
After 1 year but within 2 years —FRERFA — 95,000 — 95,000
193,780 175,374 95,000 95,000
The Group's banking facilities are not subject to any AEERRITEETBZNEE -
covenants.
23 Trade and other payables 23 ERESRHAMEKRE
The Group The Company
EME NN
2007 2006 2007 2006
$'000 $'000 $'000 $'000
T Tt Fr Tt
Trade payables JERTE 5R1A 52,900 51,236 18,373 29,227
Other creditors and EfhETARIR
accrued charges 110,026 143,544 22,437 25,835
162,926 194,780 40,810 55,062
All of the trade and other payables are expected to be settled FrE EARIERE —F A -

within one year.

The ageing of trade payables as of the balance sheet date is
as follows:

The Group
rEE

2007

$°000
Fr

FET 5 BRIBA 4

BHZREWAT

RAF]
2006 2007
$'000 $'000
TIT Fr

The Company

2006
$'000
T

Due within 1 month or on demand Z/ER >R —1EA
SO HENEH 51,320 48,218 17,318 29,097
Due after 1 month but within A A—@AKE
3 months =@AAR 535 1,991 182 57
Due after 3 months but within ZHHA=EAEE
6 months NE AR 653 551 636 73
Due over 6 months ZHEIR BB NE A 392 476 237 —
52,900 51,236 18,373 29,227
BEBENEHERERA R

—EELETH
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24 Amounts due from/(to) subsidiaries

Amount due from a subsidiary is unsecured, interest-free
and repayable on demand.

Amounts due to subsidiaries are unsecured and interest-
free. The balances included in current liabilities are trade
related and are repayable under normal trade terms. The
balances included in non-current liabilities do not have fixed
repayment terms but are not repayable within one year.

25 Employee retirement benefits

(a) Defined benefit retirement plan

The Group operates a defined benefit retirement plan which
covers 21% of the Group’'s employees. The plan is
administered by an independent trustee, with the assets held
separately from those of the Group. The members’ benefits
are determined based on the employees’ final remuneration
and length of service. Contributions to the plan are made in
accordance with the recommendations of an independent
actuary who values the retirement plan at regular intervals.
The latest actuarial valuation in this respect was carried out
at 31 December 2007 by qualified staff of Watson Wyatt Hong
Kong Limited, who are members of the Society of Actuaries
of Canada, using the attained age method.

For the purposes of preparing these financial statements,
an independent actuarial valuation was also carried out at
31 December 2007 by the above independent actuary
following the methodology set out in HKAS 19, Employee
benefits.

(i) The amounts recognised in the balance sheets are as follows:

B} 5 R 2 Bf 51

24

25
(a)

FE W =% FE A By R 2 R BRIE

EEH&EWE’AETEEIEE?&%&W - BB IR Bk
B e

ENMBARKRAESEBERLLE - RRBE
BEANFIBRSE SR - AREBHIEKIM »
HHNIERB A BEANREAENRE EEEK
H > BRATHEER—FAN -

B ERKER

TE R R ARG &

REMABE21%2 (R BIREEEEFIRIRGTE -
ZETEIV R —RBBUEEAETE  BAKEY
BEESABILRE -KERFNIZEEZ&E
FeRREFRAE - sHE 2 HRDBE—F
BUBEM 2 BREER]  ZAAEME A AR
ETEIEL R o MBa BApt b Ve 2 R B AT
PR-ZEELF+-_A=+—H#T H
Watson Wyatt Hong Kong Limited LA % 2 4F #&
EERAEELRBETE HBEREMEXR
BEMBEENEREEEE -

BESh © HESEEVIR IR B3 H ARV 195 [ 1E
HiEF) 2 AR - SFLE+— A=+ R
TR ABIERER X -

REERBRERZRBENT :

The Group and the Company

REBMRAAT
2007 2006
$'000 $'000
e Tt
Present value of funded obligations BERREMIRE 62,731 103,566
Fair value of plan assets FEBEECARE (54,106) (88,696)
Retirement benefit liabilities RKEFBE 8,625 14,870

A portion of the above liabilities is expected to be settled
after more than one year. However, it is not practicable to
segregate this amount from the amounts payable in the next
twelve months, as future contributions will also relate to
future services rendered and future changes in actuarial
assumptions and market conditions. The Group expects to
pay $3,358,000 in contributions to the defined benefit
retirement plan in 2008.

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007
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25 Employee retirement benefits (continued)

(@) Defined benefit retirement plan (Continued)

(if) Plan assets consist of the following:

B} 5 R 2 Bf 51

25 EERKEFR@®

(@ EEBFRAEE
(i) FEEEBRE:

The Group and the Company
AEEREAT

2007

2006
$'000
TIT

$'000
Fr

Equity securities A& 4 75 16,556 52,863
Capital guarantee instruments BEARERTA 6,385 33,616
Cash He 31,165 2,217

54,106 88,696

(ifi) Movements in the present value of the defined benefit

obligations:

(i) TEEENEENREZD

The Group and the Company

AEERAERD T
2007 2006
$'000 $'000
Frx Fx
At 1 January n—HA—H 103,566 96,361
Benefits paid by the plan eI 2R (53,839) (10,007)
Current service cost IR B AR 75 AR AR 6,440 6,768
Interest cost B AR 3,453 4,209
Loss on curtailments and settlements & &l & B 538 3,462 —
Actuarial (gains)/losses BE (BF) K8 (351) 6,449
Transferred to other schemes @ HAMETE — (214)
At 31 December ®R+=-—A=+—H 62,731 103,566

(iv) Movements in plan assets:

(v HEEAEZED

The Group and the Company
KEEMRAAT

2007 2006

$°000
Tz

$°000
Fr

At 1 January w—A—H 88,696 81,434
Contributions paid to the plan A2

by the employer R 10,125 10,790
Benefits paid by the plan ETEI 2R (53,839) (10,007)
Actuarial expected return FEBEECRE

on plan assets T8 HA [ 5,396 5,537
Actuarial gains BE & 3,728 1,156
Transferred to other schemes EE H A E — (214)
At 31 December Wn+ZA=+—8H 54,106 88,696

ERENEERERA A

—EELETH
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25 Employee retirement benefits (continued) 25 EEERAKEMN®

(a) Defined benefit retirement plan (Continued) (a) EEBAEMKETE (B
) Expense recognised in consolidated profit or loss is as (v) Réream Kk ER A O™ :
follows:

Current service cost IR 07 AR 75 AR AR 6,440 6,768
Interest cost FE LA 3,453 4,209
Actuarial expected return FrEIEE

on plan assets Z B E A R (5,396) (5,537)
Loss on curtailments and settlements &5l GF HAE 18 3,462 —
Expense charged to REERERERZHAX

consolidated profit or loss (note 5(b)) (M4 EE5(b)) 7,959 5,440
The expense is recognised in BERIZ TR TIEGRE

the following line items in the WmEKANZIEE RHER :

consolidated income statement:
— Cost of sales — HEKRAR 1,645 1,741
— Selling and distribution expenses  — #HE ko X 1,539 2,067
— Administrative expenses — 1THAX 1,313 1,632
— Restructuring costs — EHEME 3,462 —

7,959 5,440

Actual return on plan assets SR E 2 B EH
— gain — &F 9,124 6,693

(v The cumulative amount of actuarial gains and losses (vi) EBEERERERAZERERMNENGTEBEEER
recognised directly in equity: FEEER

At 1 January R—A—H (25,907) (20,614)
Amount recognised during FAER

the year ] 4,079 (5,293)
At 31 December ®R+=—A=+—H (21,828) (25,907)

SAN MIGUEL BREWERY HONG KONG LTD.
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25 Employee retirement benefits (continued)

(@) Defined benefit retirement plan (Continued)

(vii)  The principal actuarial assumptions used as at 31 December
2007 are as follows:

B 55 ¥l 2= B 5
© (EweseanHongkongdollarsunless otherwise indicated)  (REAmML AmEmEE)

Discount rate AhIE %

Expected rate of return on FrEIEE 2 TEH
plan assets 5] 3 &

Future salary increases RAEF & 2L

25 EEEAKERN@®

(@) TEEBARMAKGE &)

iy RZZEZLEF+ZA=+—80 FIRAZEE

BERZNAT :
The Group and the Company
AEBREAF

2007 2006
3.40% 3.75%
6.50% 6.50%
3.00% 3.00%

The expected rate of return on plan assets is based on the
portfolio as a whole and not on the sum of the returns on
individual asset categories. The return is based exclusively
on historical returns, without adjustments.

Historical information

AEEE2AHDMETIRMEEAA RER
PR MMt E - WEAEITHE

BEEER

The Group and the Company
AEBRAAT
2006 2005 2004

$'000 $'000 $'000
T T T

Present value of the E B A

defined benefit B&

obligations ZRE 62,731 103,566 96,361 111,997 95,630
Fair value of plan TEEE

assets Z2AhE (54,106) (88,696) (81,434) (92,736) (92,772)
Deficit A 8,625 14,870 14,927 19,261 2,858
Experience NI =

adjustments on: BRI
— Plan liabilities —iEEaE (3,475) (900) (2,679) 442 (2,918)
— Plan assets —iTEIEE (3,728) (1,156) (8,606) 4,953 (3,800)

BEBENEHERERA R

—EELETH
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25
(b)

26
(a)

Employee retirement benefits (continued)

Defined contribution retirement plans

Staff employed by the Group in Hong Kong not joining the
above defined benefit retirement plan are required to join
the Group’s mandatory provident fund plan under the Hong
Kong Mandatory Provident Fund Schemes Ordinance. The
mandatory provident fund plan is a defined contribution
retirement plan administered by an independent corporate
trustee. Under the plan, the Group and its employees are
each required to make contributions to the plan at 5% of
the employees’ relevant income, subject to a cap of monthly
relevant income of $20,000. Contributions to the plan vest
immediately.

Employees of the subsidiaries in the PRC are members of
the central pension scheme operated by the PRC
government. The Group is required to contribute a certain
percentage of employees’ remuneration to the central
pension scheme to fund the benefits. The only obligation for
the Group with respect to the central pension scheme is the
associated required contribution under the central pension
scheme. Contributions to the plan vest immediately.

Income tax in the balance sheet

Current tax recoverable/(payable) in the
consolidated balance sheet represents:

B} 5 R 2 Bf 51

25
(b)

26
(a)

EERAKEFR @

E A RRAKGE

RIBEBCEFIERARESTENER) - AEEE
Z 75 1R FR M 0 4 hn A b 3 E BB AR FRARET B
BE  AMAREERRHMELTESE - 8
FlEATEEE T —ERBLEETTATE
R ERBHITGRNRTE - BRIEEETE - AEE
MEEEZBARMTEELRER  BEAEE
EAABNS%  HBABHEAENGERKES
20,0007 ° ¥ BIEH AR RSB -

h BIPE  BlE B AT Bl BT 2 5E ) h RAR IR
ERIBIMKE - AEBEBH P RBASFIH
RERBRENREHES  BEREEMEN
ETEAL - NEEB BT RRIREFE A
—HBRRIBPRRARSAEAFELOEBH
Koo HEHBEH A HRAE RS

BEERERMIIZHER

REEERERMIZTWRE, " (BM)F
B ELE -

The Group
REE
2007

$'000
FTr

Provision for Hong Kong Profits KFEEHBFEH

Tax for the year B (107) (194)
Provisional Hong Kong Profits Tax paid E T E#EAFEH 178 90
Current tax recoverable/(payable) e (FEAT) AR IE 71 (104)

SAN MIGUEL BREWERY HONG KONG LTD.
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26 Income tax in the balance sheet continued) 26 BEESBXRFVWZFAEHR @

(b) Net deferred tax liabilities recognised: (b) CRRAELCHEEETE

0) The Group (i) REHE
The components of net deferred tax liabilities recognised in RIEGEERBRERCELHEREFEL
the consolidated balance sheet and the movements during KIS R FRZ B iMDT

the year are as follows:

Depreciation  Impairment
allowances losses of
inexcess receivables  Retirement
of related and benefit
depreciation inventories liabilities  Tax losses Others
RERHE B iRE
ekt kEEZ BIRER
TEz8% REEE & REEA Hit
$'000 $'000 $'000 $'000 $'000
Tr Tr Tr Tr Tr
Deferred tax arising from: EERERE -
At 1 January 2006 “TERE-R-B 195,868 (1,780) (3,769) (76,523) (672) 113,124
Exchange adjustments [ 8% 2,195 (26) - - (24) 2,145
(Credited)/charged to REGEEER
consolidated profit or loss GtA) /3% (2,793) 708 1613 (3,754) (2,462) (6,688)
Credited to equity REEHREA — — (926) - - (926)
At 31 December 2006 “TERFTZAZ1-H 195,270 (1,098) (3,082) (80,277) (3,158) 107,655
At 1 January 2007 “TZ+F-R-B 195,270 (1,098) (3,082) (80,277) (3,158) 107,655
Exchange adjustments ERAE 4,924 (69) — (268) (178) 4,409
(Credited)/charged to REGEEER
consolidated profit or loss GIA) /3% (52,613) (2,605) 774 (2,587) 1,420 (55,611)
Charged to equity REEHF — — 713 6,794 = 7,507
At 31 December 2007 “EERLETZA=T-H 147,581 (3,772) (1,595) (76,338) (1,916) 63,960

Deferred tax assets have not been recognised in respect of
the following items:

REBE WA TFZRE ISR ZBLERAE
E M ER

Tax losses HEBE 115,376 131,739
Deductible temporary differences ENEREZE 65,608 57,546
180,984 189,285

Deferred tax assets have not been recognised in respect of

F 5 R BEHETE AR R BE S0 HE 1S T2 4 SR A 22 7] DA

the above items as it is not probable that future taxable EINE Az - WASEBE W ARER _E5IEB Fral
profits against which the above items can be utilised will be B BERHIBEE ©
available in the relevant tax jurisdictions and entities.

ERENEERERA A

—EELETH
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26 Income tax in the balance sheet (continued)

(b) Net deferred tax liabilities recognised: (Continued)

(i) The Group (Continued)
The tax losses can be carried forward up to five years from
the year in which the loss originated, and will expire in the

B} 5 R 2 Bf 51

26 BEEREBRMIZAER @

(b) CERIELEHAKLEFEE

(i) AEE ()
ERNEEEAELRERF ER  BHEEH
FHWT :

following years:

2007 s — 12,628
2008 ZZEEN 4,552 16,731
2010 —E-Z 34,256 31,903
2011 —F— 76,568 70,477
115,376 131,739
(i) The Company (i) iIN/NE]
The components of net deferred tax liabilities recognised in RNEEABRBERZECHREABRIT > EFR
the balance sheet and the movements during the year are ZEHOT
as follows:
Depreciation
allowances
in excess Impairment Retirement
of related  losses of benefit
depreciation receivables liabilities Tax losses
HESHA
BaEHE EwEEz  EBAEAN
nEzHE HEF# 8 HEFA
$'000 $000 $'000 $'000
T T T T
Deferred tax arising from: BERERXS
At 1 January 2006 i = 133,597 (1,026) (3,769) (76,523) 52,279
(Credited)/charged to profit or loss waEFR GrA) /Fl% (3,970) 30 1,613 3,666 1,339
Credited to equity NN — — (926) — (926)
At 31 December 2006 —EERF+-R=1+—H 129,627 (996) (3,082) (72,857) 52,692
At 1 January 2007 —TE+F—-A—H 129,627 (996) (3,082) (72,857) 52,692
(Credited)/charged to profit or loss REEF GIA) /3% (49,615) (1,042) 774 (3,095) (52,978)
Charged to equity RERRE — — 713 — 713
At 31 December 2007 “EE+F+-R=1+-H 80,012 (2,038) (1,595) (75,952) 427

SAN MIGUEL BREWERY HONG KONG LTD.
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27 Capital and reserves 27 BAREE
(@) The Group (a) *Em

Attributable to equity shareholders of the Company
AAAREREAEESS
Exchange  Capital

Share Share  Capital fluctuation contribution Retained Minority Total
capital premium  reserve  reserve profits Total interests equity
Ej L3 |
kx  ROEE ERHE  RBERE : WG 8% HKREE EnAE
$'000 $'000 $'000 $'000 { $/000 $'000 $'000 $'000
Tr T T Tr T T T r
At 1 January 2006 “EE5F-F-A 186,785 65,739 112970 9,441 — 1616774 1,991,709 70,364 2,062,073
Exchange differences RENMHERE
on translation of the financial HBRRMEL
statements of foreign subsidiaries LELER - - - 20,684 - - 20,684 2029 2713
Equity-settled share-based transactions AT (3 AEBA - - - - 400 - 400 - 400
Inter-company charge levied SEERARHR
by the ultimate holding company BREML
for the stock options LER - - - - (400) - (400) - (400)
Actuarial gains and losses of defined  EBRFIEIHE
benefit retirement plan, net of tax RiEREER - - - - — (@36 w3 - (43
Loss for the year TEERE - - - - — (018 (0144)  (36178)  (106,32)
At 31 December ZEERF
2006 T-A=+-H 186,785 65739 112,970 30,125 — 1,542,263 1,937,882 36,215 1,974,097
At 1 January 2007 “5%5+F-f-A 186,785 65,739 112,970 30,125 — 1542263 1937882 36,215 1974097
Exchange differences g
on translation of the financial N P
statements of foreign FEE R
subsiciaries, net of tax EXZR = - - 34,604 - - 34,604 2,690 37,94
Equity-settled share-based transactions AR BEEH 4 - = - - 162 - 162 - 162
Inter-company charge levied SRERATERL
by the ultimate holding company BRES
for the stock options LER - - - - (162) - (162) - (162)
Actuarial gains and losses of defined  F EREHRINGH 2
benefit retirement plan, net of tax BHkREER = - - - - 3,366 3,366 = 3,366
Loss for the year RERRE - - - - — (62376) (62376) 2082 (260.294)
At 31 December ZERtF
2007 t-A=1-H 186,785 65739 112,970 64,729 — 1,283,253 1,713,476 40,987 1,754,463

BEENERERL D
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27 Capital and reserves (Continued) 27 BRAERREE@®
(b) The Company (b) ZAEAF
Capital
Share Share contribution LEENED]
capital premium rese;éf\g profits
B A K12 E S ONA Wz
$'000 $'000 $'000 $'000
T T T Fr
At 1 January 2006 2T F—A—H 186,785 65,739 — 1,645,207 1,897,731
Equity-settled share-based AR BETER
transactions % fy - — — 400 — 400
Inter-company charge levied See Sl UNIESE T
by the ultimate holding FE R B P UK
company for the stock options ZEH — — (400) — (400)
Actuarial gains and losses of SE R AR
defined benefit retirement BELGES
plan, net of tax EEER — — — (4,367) (4,367)
Loss for the year (note 10) AFEEE (F:10) — — — (55,666) (55,666)
At 31 December ZTTRE
2006 +-A=+—H 186,785 65,739 — 1,585,174 1,837,698
At 1 January 2007 R+ EFE—A—H 186,785 65,739 = 1,585,174 1,837,698
Equity-settled share-based PARR (2 BETER
transactions B30 — — 162 — 162
Inter-company charge levied R R B E R
by the ultimate holding BRI
company for the stock options ZEH — — (162) — (162)
Actuarial gains and losses of EREMERAL
defined benefit retirement BELGE
plan, net of tax BE B — — — 3,366 3,366
Loss for the year (note 10) AEEEE (510 — — — (273,809) (273,809)
At 31 December ZTTLEF
2007 +-A=+—H 186,785 65,739 — 1,314,731 1,567,255
(c) Share capital (c) MB’=
The Company
¥ NN
2007
$'000
Fr
Authorised: EERRA
400,000,000 ordinary shares 400,000,000% & f% H &
of $0.50 each 0.507T 2 &A% 200,000 200,000
Issued and fully paid: EETRBRRKRA
373,570,560 ordinary shares 373,570,5600% & I &
of $0.50 each 0.507T 2 & 3m A% 186,785 186,785
The holders of ordinary shares are entitled to receive TEBEAAGERKBTRSTIROKRE - WA

EARARARE LHHE —BRNK—F - 41
ZK’ATE’JTJE‘?—QF AL BRI ZFERER

o

dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary
shares rank equally with regard to the Company’s residual
assets.

BX
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(Expressed in Hong Kong dollars unless otherwise indicated)

(iif)

(iv)

(e)

(f)

Capital and reserves (Continued)

Nature and purpose of reserves

Share premium
The application of the share premium account is governed
by Section 48B of the Hong Kong Companies Ordinance.

Capital reserve
The capital reserve represents the reserve arising from the
capitalisation of retained profits of a PRC subsidiary.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of foreign subsidiaries and the foreign
exchange differences arising from translation of monetary
items that in substance form part of the net investment in
foreign subsidiaries. The reserve is dealt with in accordance
with the accounting policies set out in note 1(t).

Capital contribution reserve

The capital contribution reserve represents the fair value of
the actual or estimated number of unexercised stock options
granted to the Company’s employees by the ultimate holding
company recognised in accordance with the accounting
policy adopted for share-based payments in note 1(p)(iii).

Distributability of reserves

The distributable reserves of the Company as at 31
December 2007 were $1,314,731,000 (2006: $1,585,174,000).

Capital management

The Group's primary objectives when managing capital are
to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders, by pricing
products commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by
a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions.

Consistent with industry practice, the Group monitors its
capital structure on the basis of a debt-to-equity ratio. For
this purpose the Group defines debt as total bank loans.

During 2007, the Group'’s strategy, which was unchanged
from 2006, was to maintain the debt-to-equity ratio at the
lower end of the range 5% to 15%. In order to maintain or
adjust the ratio, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return
capital to shareholders, raise new debt financing or sell
assets to reduce debt.

(BB EERIN - BIRBETE)

27 BRAEAR#E®E

(d) fEEZ%HA

0) B 7% (8
JE R0 i BER DR BB (R FHEDI) B 48BIEFT
B o

(ii) N
EAREE—BPENBARZRERTE
A MEE 2 i o

(i)  ERXEBHEE
TE 508 B 7 18 B 1R R IR & ot B /B A =) B 75 3
RELCZHEELEZBNABRESKIER (B
ERBRINOMB AR ZFRE) ZERERE -
ZREBREBEWNFIOMESRZ ST REMEE -

(iv), BEREAHE
BB R AR IE B SR p i BT EL L AR D &
%%Wiﬁ%ﬁ%%@ﬁﬁ%ﬁ%v%%%%

AEETFARRMEEMHAITENERENE

%Iﬁﬁﬁamﬂﬁﬁﬁ

(e) DIKEFEE
ARARR_EELF+_A=+t—RHzdA#H
m%ﬁ%mmmmmwmmfggxi:
1,585,174,0007T) ©

(f) BERERE

AEFEREANTIZAEREREBEELRN
SERLE - AT AR A S IR M 1 e B S EL A
R EHREE - UARKFEBRERE

B ARERESAEMNRBERR -

AEEBEELERHEARBERARS LE
B DERSBRRERIER T A EHE RS
A B KT B R AT 9 F A AR 7 SR B B 2 AR
Zﬁﬂ T TRERKERFENELCHER
REFEHRAE -

AEBENERNFAGBLL R AEMEILH SRS
B EATEMEA R -BAEEBEN - X
EETHFABABIRITER

R-ZTLF  AEEZKBEEHNERNFER
B ERSBE15%FE A - BHE - TTX
FHER - BT HFFRARZLE £EEREGH
BNTRERZBESE - BITMK  REEXR
fRBCR %ﬁ9gﬁffiﬂjﬁEéiF‘kAJXﬁiL\ﬁi°

%

ERENBERERAF

—ETEEER O
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27 Capital and reserves (Continued) 27 BRAERREE@®
(f)  capital management (Continued) ) EBEXEEHE)
The debt-to-equity ratio at 31 December 2007 and 2006 was RZBERRZEBLFEF_A=+—HZE&
as follows: NFAELERDT
The Group The Company
AEEH EAT
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Fr T Fr T
Current liabilities: mE A&
— Bank loans —RITER
(unsecured) (€:3iigi)) 22 193,780 80,374 95,000 —
Non-current liabilities: FREBEE
— Bank loans —RITER
(unsecured) (€3] 22 — 95,000 — 95,000
Total debt wWeEd 193,780 175,374 95,000 95,000
Equity BAEREEE 27 1,754,463 1,974,097 1,567,255 1,837,698
Debt-to-equity ratio EXFEBHE 11% 9% 6% 5%

Neither the Company nor any of its subsidiaries are subject
to externally imposed capital requirements.

Subsequent to the balance sheet date, the Company repaid
a bank loan of $95,000,000.

AABRERMBRARNLELHIIINEERTE

28 Financial instruments 28 @M TIA
Exposure to credit, liquidity, interest rate and currency risks AEBE—REKBREPFEREFE RBE
arises in the normal course of the Group's business. These & FERERRIVERR - ZFRBZ T XA
risks are limited by the Group’s financial management MR B R BRI R ERTRE o
policies and practices described below.

(@) cCredit risk (a) FERR

The Group's credit risk is primarily attributable to trade and
other receivables. Management has a credit policy in place
and the exposures to these credit risks are monitored on an
ongoing basis.

Credit is offered to customers following financial assessment
and an established payment record. Security in the form of
mortgages or bank guarantees is obtained from certain
customers. Credit limits are set for all customers and these
are exceeded only with the approval of senior company
officers. Customers considered to be a credit risk trade on a
cash basis. Professional staff monitor trade receivables and
follow up collections. General credit terms are payment by
the end of the month following the month in which sales
took place.

The Group's exposure to credit risk is influenced mainly by
the individual characteristics of each customer. At the
balance sheet date, the Group has certain concentration of
credit risk as 52% (2006: 54%) of the total trade and other
receivables was due from the Group's five largest customers.

The maximum exposure to credit risk without taking account
of any collateral held is represented by the carrying amount
of each financial asset in the balance sheet after deducting
any impairment allowance.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from trade and other
receivables are set out in note 19.

SAN MIGUEL BREWERY HONG KONG LTD.
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28 Financial instruments (continued) 28 SEIAw®m

(b)  Liquidity risk (b) RBELEAK
Individual operating entities within the Group are responsible AEERNENEERBEEEERGHNESE
for their own cash management, including the short term B BESReBRIEEHIRE  URBEAE
investment of cash surpluses and the raising of loans to FAMBTERRSHER - ENEERBRESE T
cover expected cash demands, subject to approval by the FEEKYF - AIEESBRARESTSHE - A%
parent company’s board when the borrowings exceed BErBRATHERERBDESTE - UHER
certain predetermined levels of authority. The Group’s policy HEEFamcReHERET ZUBEEARE
is to regularly monitor its liquidity requirements to ensure RIETHELHEE  WRREEBHEREZR
that it maintains sufficient reserves of cash and adequate BESENR -

committed lines of funding from major financial institutions
to meet its liquidity requirements in the short and longer

term.
The following table details the remaining contractual TERRAEBRARRRGEEATKEEZN
maturities at the balance sheet date of the Group'’s and the BRAHEIREST DT - WAFTH RTINS
Company’s financial liabilities, which are based on (BNBIERETN B RHE 2N EX W - EF
contractual undiscounted cash flows (including interest BHR BRAZEREHZEXRHEZNESTH)
payments computed using contractual rates or, if floating, EAREBEAQRRARER 2 ZFERBHE
based on rates current at the balance sheet date) and the o AT B o
earliest date the Group and the Company can be required
to pay:
The Group rEE
2007
Total More than
contractual Within 1 year but
Carrying undiscounted 1 year or less than
amount cash flow on demand 2 years
&N E
AUBHNEE —ERIEE BR—F
REE RELAE BEARIE ELR=F
$'000 $'000 $'000 $'000
Fr Fr Fr Fr
Bank loans (unsecured) RITER (IEA) (193,780) (204,748) (204,748) —
Trade and other payables BRE S REMIRIE (162,926) (162,926) (162,926) —
Amounts due to holding companies  FEfF#ERR A & )
and fellow subsidiaries EEL NG (19,110) (19,110) (19,110) —

(375,816) (386,784) (386,784) =

2006
Tota Vore than
contractual Within 1 year but
Carrying undiscounted 1 year or less than
amount cash flow on demand 2 years
&8 E
AUBWERE —FRIEE Be—F
RHEE ) AR R BAORZEF
$'000 $'000 $'000
FIT T T
Bank loans (unsecured) RITER (RIEHR) (175,374) (188,494) (89,143) (99,351)
Trade and other payables BNE S KEMIRIE (194,780) (194,780) (194,780) —
Amounts due to holding companies  FERTHERE A 8 &
and fellow subsidiaries BEA I =PNCIE S (7,562) (7,562) (7,562) —
(377,716) (390,836) (291,485) (99,351)
BERENEERERA A

—EELETH
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28 Financial instruments (continued) 28 @I A
(b)  Liquidity risk (continued) (b) RBELRMR (B
The Company AAT

2007

Total

contractual

Carrying undiscounted
amount cash flow
=¥ s
RBRENRE
REHALE
$'000

Fr

fREE
$'000
T

Within
1 year or
on demand

—FRNEE

B A 2 5
$'000
Fr

More than
1 year but
less than
2 years

HE—F
BORF
$'000

T

Bank loans (unsecured) RITE R (EIEH) (95,000) (100,187) (100,187) —
Trade and other payables N E 5 Rk HEMIRE (40,810) (40,810) (40,810) —
Amounts due to holding companies  FEfF#ERR A & )
and fellow subsidiaries BEIIPNGIE (17,823) (17,823) (17,823) —
Amounts due to subsidiaries FEIBR B A B BR IR (380,238) (380,238) (2,491) (377,747)
(533,871) (539,058) (161,311) (377,747)
2006

Total More than

contractual Within 1 year but

Carrying undiscounted 1 year or less than

amount cash flow on demand 2 years

BHE

—FREE iR —F

BAEEE  ELRZF

$'000 $'000

FIT FIT
Bank loans (unsecured) RITE R (EIEH) (95,000) (103,702) (4,351) (99,351)
Trade and other payables BB S REMIRIE (55,062) (55,062) (55,062) —

Amounts due to holding companies  FEfFHERR A E )

and fellow subsidiaries EES NG (2,398) (2,398) (2,398) —
Amounts due to subsidiaries PRI A BRE (380,501) (380,501) (2,754) (377,747)
(532,961) (541,663) (64,565) (477,098)
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28
(c)

(M

(ii)

Financial instruments (continued)

Interest rate risk

The Group's interest rate risk arises primarily from bank
loans.

Interest rate profile

The following table details the interest rate profile of the
Group’s and the Company’s bank loans at the balance sheet
date:

Variable rate borrowings: S EFIERER
— Bank loans (unsecured) — $RITE X (mIEM)

B} 5 R 2 Bf 51

28
(c)

(i)

Effective
interest
rate rate

B =

5.66

TRMIA®m

SETE
A2 FIR B B 3RAT RO

MERES
TERBAEERARBRBEER ZRITERZ
RS T

The Group
REM

2006

Effective
interest

B FIE
% %

193,780 5.00 175,374

Variable rate borrowings: ¥ E)FIEE K
— Bank loans (unsecured) — RITER (EEH)

Effective

interest
rate rate

BRI =R

5.46

The Company
|
2006

Effective
interest

BEERA X
% %

95,000 4.58 95,000

Sensitivity analysis

At 31 December 2007, it is estimated that a general increase/
decrease of 100 basis points in interest rates, with all other
variables held constant, would increase/decrease the
Group's loss after tax and decrease/increase retained profits
by approximately $1,046,000 (2006: $790,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred at
the balance sheet date and had been applied to the exposure
to interest rate risk for financial instruments in existence at
that date. The 100 basis point increase or decrease
represents management’'s assessment of a reasonably
possible change in interest rates over the period until the
next annual balance sheet date. The analysis is performed
on the same basis for 2006.

(i)

BUBNE 2 HT

MN-_ZETE+FE+-A=+—8  HFFELH
S THR—AL T EHMAEHREZRFLE
WERT  AEBAFERTEEIE RIS
B 0,8 2 491,046,0007T (ZEENE
790,0007T)

ERGRESMDBRENEZEINGEE R E
£ UERZEHEARZARGZEBITA
ErREEZMERRER TEE - —AMFIHKRA
%%@ETEZEE7F|J$%E%2§T—1ﬁi%ﬁ:ﬁﬁ%ﬁ

#r o

BEENERERL D
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28 Financial instruments (continued) 28 E€mWmIAw®w

(d) currency risk (d)y SMNER
The Group is exposed to currency risks primarily through AEEEmMHEAET - BT REETERNH
sales, purchases and borrowings that are denominated in B BEREFROINERR - BRBITEET
United States dollars (“USD"), Australian dollars (“AUD") and B WASEEBESET BTEERXTEER
Euros (“EUR"). As HKD is pegged to USD, the Group considers REE ENRTEBESEMERE - AR
the risk of movements in exchange rates between the HKD ZEEBFAENRIETEZ  WASEERAEE
and the USD to be insignificant for transactions denominated HEMBBINERBRTK -
in USD which are entered into by entities with a functional
currency of HKD. For other currencies like AUD and EUR, since
the volume of transactions denominated in these currencies
is not significant, the Group considers the exposure to
currency risk to be low.

(i) EXposure to currency risk (i) A ZNERK

The following table details the Group’s and the Company’s
exposure at the balance sheet date to currency risk arising
from recognised assets or liabilities denominated in a
currency other than the functional currency of the entity to
which they relate.

The Group

TERUAEERARRQBNEE
REEMITENEEREER

RBRAE LR DT o

2007

United States
dollars

Ep

‘000

T

# B AR A R
B &S 2 HME

2006
United States
dollarf

I
‘000
T

Trade and other receivables EWE Z R EAMRE 229 1,642
Amounts due from holding companies &Y &2 7] &

and fellow subsidiaries R R M8 ARIBRE 883 3,633
Cash and cash equivalents ReRERRELER 15,353 13,018
Bank loans (unsecured) RITE R (BIEH) (6,500) (6,500)
Trade and other payables BB S R EMIRE (49) (731)
Amounts due to holding companies ERER AR &

and fellow subsidiaries EEL NG (2,098) (682)
Net exposure [B B R F R 7,818 10,380

The Company

2007 2006

United States United States

dollars dollars

EPH e

‘000 ‘000

T Tz

Trade and other receivables U E 5 K EMRIE 211 1,642
Amounts due from holding companies &4 %A 7] &

and fellow subsidiaries GEL =L 9 2,208

Cash and cash equivalents BekERAESEE 292 1,181

Trade and other payables ENE S REMKIE (49) (731)
Amounts due to holding companies ERERAE R

and fellow subsidiaries BES NG (1,992) (284)

Net exposure [ e 7 HE R (1,529) 4,016

SAN MIGUEL BREWERY HONG KONG LTD.
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28 Financial instruments (continued) 28 E€mWmIAw®w
(d) currency risk (Continued) (d) s RE B (58
(i) Sensitivity analysis (ii) B D AT
The following table indicates the approximate change in the TRINTRGEEBHAEBEERTENER
Group's loss after tax and retained profits in response to FralRe IR M B A EERBIEBERRE
reasonably possible changes in the foreign exchange rates parill:o)-2 -
to which the Company’s PRC subsidiaries have significant
exposure at the balance sheet date.
2007 2006
Increase/ Increase/
(decrease)  Increase/  Increase/  (decrease) Increase/ Increase/
in foreign  (decrease) (decrease) inforeign  (decrease)  (decrease)
exchange inloss inretained  exchange inloss  in retained
rates after tax profits rates after tax profits
MEEE REAER W EX RE
R/ (F%) &£/ (BP) 8B/ (6D) i) &
$'000 $'000
T T
United States dollars e 5% 1,509 (1,509) 5% 1,327 (1,327)
(5) % (1,509) 1,509 (5)% (1,327) 1,327
The sensitivity analysis has been determined assuming that BRI HEEM A EBEARRFIENE
the change in foreign exchange rates had occurred at the T - REIMNEEREENEFTARE - W E
balance sheet date and had been applied to each of the BZEHEARAESESEENEARBEEZ
Company’s PRC subsidiaries’ exposure to currency risk for CRMIEMEAZEXRRERMETE ©
financial instruments in existence at that date, and that all
other variables remain constant.
The stated changes represent management’s assessment LR EREEETEINEEREHET —
of reasonably possible changes in foreign exchange rates BRFHEEHHE 2GR EEE) - LR
over the period until the next annual balance sheet date. In DITERTI AR EE B 2 WRBADE N sk &8
this respect, it is assumed that the pegged rate between the i (RERB o ESTE  WNEH
Hong Kong dollar and the United States dollar would be AERER BEEIERS| 2R 285 - =%
materially unaffected by any changes in movement in value TRFINAR—EEEDH
of the United States dollar against other currencies. Results
of the analysis as presented in the above table represent an
aggregation of the effects on each of the Company’s PRC
subsidiaries’ profit or loss after tax measure in the respective
functional currencies, translated into Hong Kong dollars at
the exchange rate ruling at the balance sheet date for
presentation purposes. The analysis is performed on the
same basis for 2006.
(e) Fair value (e) ~REHE

All significant financial assets and liabilities are carried at
amounts not materially different from their fair values as at
31 December 2007 and 2006.

The non-trade balances with holding companies and fellow
subsidiaries are unsecured, interest-free and have no fixed
repayment terms. Given these terms, it is not meaningful to
disclose fair values.

MEEREREERABNREEEGEER
—ETALER_ETERFT AT HHAR
REBEIBERER -

FEYHERR A R R R R B R RIMIEE 5 4821
REERE LS ABEEERY - ERZFK
R HEBEEAARBEZERETK -

BEENERERL D
—EELETH
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29 Commitments

(@) Capital commitments outstanding at 31
December 2007 not provided for in the financial

B} 5 R 2 Bf 51

29 &

(@ R-ZFZBLHF+-A=+—-8 REYK
BRPBBIARNERREFBOT :

statements were as follows:

The Group The Company
REH KA F]

2007 2006 2007 2006
$'000 $'000 $'000 $'000
T T T Tt
Contracted for SEES! 122,684 23,443 413 461
Authorised but not contracted for B #t/EERET4) 2,034 5,078 2,557 22
124,718 28,521 2,970 483

(b) At 31 December 2007, the total future minimum (b)
lease payments under non-cancellable operating

R=-ZZLF+=-A=+—-8  REFH
BECEHEMEN 2R RKERERE

leases were payable as follows:

mE

The Group The Company
AEE ¥ NN

2007 2006 2007 2006
$'000 $'000 $'000 $'000
T T T Tt

Land and buildings TR EE
Within 1 year —F R 1,543 1,467 19 19
After 1 year but within 5 years —FHERFR 118 1,494 = —
1,661 2,961 19 19

Plant and machinery P R #aS
Within 1 year —FNR — 575 — 575
After 1 year but within 5 years —FREAFR — 2,014 = 2,014
— 2,589 — 2,589
1,661 5,550 19 2,608

The Group, as lessee, leases a number of properties and
items of machinery and equipment under operating leases.
The leases typically run for an initial period of two years with
an option to renew the lease when all terms are renegotiated.
None of the leases includes contingent rentals.

SAN MIGUEL BREWERY HONG KONG LTD.
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30 Material related party transactions

(a)

In addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group entered
into the following material related party transactions:

Transactions with group companies

B} 5 R 2 Bf 51

30 EXBEALRE

BAMBRESERBEZIR I REHRIN  AE
BEEAIATERBEALRS :

(@ EKEERTFEFEEXRS

Amounts Balances at year end
R5 FRER
2007 2007 2006
$'000 $'000 $'000
T T T
Purchases from A= (i)
— ultimate holding company — REERAE 2,387 2,450 424 325
— fellow subsidiaries — RAZEHBAR 35,262 33,992 17,858 4,140
Sales to £F: (i)
— intermediate holding company — RN ERAE 4,331 23,028 — 5,610
— fellow subsidiaries e 15 345 26 2,729
Commission fee to intermediate YRS T
holding company AR E (ii) - 1,244 — —
Royalty payments to IHEFIEER (iid
— intermediate holding companies — B ERA R 4,421 4,262 828 3,070
— related party — HEiBEBEAR 1,743 1,656 1,779 567
Notes: fEE -

0]

(i)

(i)

Sales to and purchases from group companies were carried
out at terms mutually agreed by both parties. The terms of
the outstanding balances are set out in note 20.

Commission was paid to the intermediate holding company
for the sales referred to the Group. It was determined by
reference to the profit margin which would have been made
by the intermediate holding company had such sales been
made by the Group to the intermediate holding company
and then on-sold by the intermediate holding company to
the customers.

Royalty is paid to intermediate holding companies and a
related party for the use of certain trademarks pursuant to
relevant licensing agreements.

These transactions also constitute connected transactions
under the Listing Rules.

0] WMERXFHIRETREBZIGRET - BREER
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(b)

(c)

31

Material related party transactions
(Continued)

Other transactions with group companies

B 55 ¥l 2= B 5
© (EweseanHongkongdollarsunless otherwise indicated)  (REAmML AmEmEE)

30 FEBEEXRS ®

(b)

SERNEHBBAERS

Amounts Balances at year end
: FR&ER
2007 2007 2006
$'000 ‘ ' $'000
T Tr FT
Expenses paid by the Group on HAKERYZER
behalf of group companies
— ultimate holding company — SR ERAT 3,386 7,203 42 6,520
— intermediate holding company — EP MEREA A 2,303 17,235 6,825 13,393
— fellow subsidiaries BEIGEPAE 598 120 — 156
Expenses paid by group companies HEERARTER
on the Group's behalf
— ultimate holding company — HERERAT 8,722 — — —
— intermediate holding company — BN ERR AR 1,394 — — —
— fellow subsidiaries — RZREMBAE 190 2,215 — 27
Key management personnel remuneration (c) FEEBEAEMS

Remuneration for key management personnel of the Group,
including amounts paid to the Company’s directors as
disclosed in note 8 and the highest paid employees as
disclosed in note 9, is as follow:

AEEEBEEALZME (RENTSHHE
RARREF L 2 SRR O RERE T
BEFEEXNZRB W

Short-term employee benefits EHEBSEF 15,047 14,547
Post-employment benefits BEER B AR A 1,650 1,488
Equity compensation benefits & 72 485 (& 4@ ) 162 400

16,859 16,435

Total remuneration is included in “staff costs” (see note 5(b)).

Contingent liabilities

As at 31 December 2007, there was a contingent liability in
respect of a guarantee given to a bank by the Company to
secure a banking facility made available to a subsidiary which
expired on 28 February 2008.

As at the balance sheet date, the directors do not consider
it probable that a claim will be made against the Company
under the guarantee. The maximum liability of the Company
at the balance sheet date under the guarantee issued is the
facility drawn down by the subsidiary of $98,780 000 (2006:
$50,531,000).

The Company has not recognised any deferred income in
respect of the guarantee as its fair value cannot be reliably
measured and its transaction price was $Nil (2006: $Nil).

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007

31

BINS B ATEIEHM] A (RHIEES0)) °

FREE

RIZEBLF+-_A=+—H FRAFERA
A — R RITE L ERIA R —FHM B 2 FEIG R
TEEMEEANRABE  ZERENR_ZTZ
NEZRZ+NBEH -

REHH  BEERRMZERMYARRFEL
EENKETA REHEBAQRISIELER
THE=aAE %uzmgﬂﬁmz%%ﬁ%
98,780,0007T (—ZZ ;N4 : 50,531,0007C) °

HAZERORIABEELERGTE BEX5E
RREIL(ZFTTNRF : Tir) - ARAHAKHE
RBRAZERNOEMETRA -



NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

32
(@

(b)

33

34

(a)

Comparative figures

As a result of adopting HKFRS 7, Financial instruments:
Disclosures, and the amendment to HKAS 1, Presentation of
financial statements: Capital disclosures, certain
comparative figures have been adjusted to conform with
changes in disclosures in the current year and to show
separately comparative amounts in respect of items
disclosed for the first time in 2007. Further details of these
developments are disclosed in note 2.

At 31 December 2006, amount due from a subsidiary of
$32,161,000 was, on a net basis, included in “Amounts due
to subsidiaries” under non-current liabilities in the
Company’s 2006 financial statements. As the amount was
repayable on demand, it has been reclassified to current
assets to conform with the current year’s presentation.

Immediate and ultimate controlling party

At 31 December 2007, the directors consider the immediate
parent and ultimate controlling party of the Group to be
Neptunia Corporation Limited and San Miguel Corporation
respectively. Neptunia Corporation Limited is incorporated
in Hong Kong while San Miguel Corporation is incorporated
in the Republic of the Philippines.

Accounting estimates and judgements

Notes 15 and 25 contain information about the assumptions
and their risk factors relating to goodwill and trademarks
impairment and retirement benefit liabilities respectively.
Apart from the above, the Group believes the following
critical accounting policies also involve significant estimates
and judgements used in the preparation of the financial
statements:

Impairment of property, plant and equipment,
interests in leasehold land held for own use
under operating leases and investment
properties

If the circumstances indicate that the carrying values of
property, plant and equipment, interests in leasehold land
held for own use under operating leases and investment
properties may not be recoverable, the assets may be
considered “impaired” and an impairment 10ss may be
recognised in accordance with HKAS 36, Impairment of
assets. Under HKAS 36, these assets are tested for
impairment whenever events or changes in circumstances
indicate that their recorded carrying amounts may not be
recoverable. When such a decline has occurred, the carrying
amount is reduced to recoverable amount. The recoverable
amount is the greater of the net selling price and the value
in use. In determining the value in use, expected cash flows
generated by the asset are discounted to their present value,
which requires significant judgement relating to level of sale
volume, selling price and amount of operating costs. The
Group uses all readily available information in determining
an amount that is a reasonable approximation of recoverable
amount, including estimates based on reasonable and
supportable assumptions and projections of sale volume,
selling price and amount of operating costs. However, actual
sale volume, selling price and operating costs may be
different from assumptions which may require a material
adjustment to the carrying amount of the assets affected.
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(b)

(c)

(d)

(e)

Accounting estimates and judgements
(Continued)

Depreciation of property, plant and equipment
and investment properties

Property, plant and equipment and investment properties
are depreciated on a straight-line basis over their estimated
useful lives, after taking into account the estimated residual
values, if any. The Group reviews the estimated useful lives
and the estimated residual values, if any, of the assets
regularly in order to determine the amount of depreciation
expense to be recorded during any reporting period. The
useful lives and residual values are based on the Group’s
historical experience with similar assets and taking into
account anticipated technological changes. The depreciation
expense for future periods is adjusted if there are significant
changes from previous estimates.

Amortisation of other tangible assets

Other tangible assets are amortised on a straight-line basis
over their estimated useful lives, after taking into account
the estimated residual values. The Group reviews the
estimated useful lives and the estimated residual values of
the assets regularly in order to determine the amount of
amortisation expense to be recorded during any reporting
period. The useful lives and residual values are based on
the Group’s historical experience with similar assets. The
amortisation charge for future periods is adjusted if there
are significant changes from previous estimates.

Impairment loss for doubtful debts

The Group maintains an allowance for doubtful debts for
estimated losses resulting from the inability of the debtors
to make required payments. The Group bases the estimates
of future cash flows on the ageing of the trade receivables
balance, debtors’ credit-worthiness, and historical write-off
experience. If the financial condition of the debtors were to
deteriorate, actual write-offs would be higher than estimated.

Write down of inventories

The Group performs regular review of the carrying amounts
of inventories with reference to aged inventories analysis,
expected future consumption and management judgement.
Based on this review, write down of inventories will be made
when the estimated net realisable value of inventories
decline below the carrying amount. However, actual
consumption may be different from estimation and profit or
loss could be affected by differences in this estimation.

SAN MIGUEL BREWERY HONG KONG LTD.
Annual Report 2007

B} 5 R 2 Bf 51

34

(b)

(c)

(d)

(e)

=r
=

=11/

& & & ¥ i (&)

ME - BERRBURRENEZTE

WE - WE RREBARREYER T REMAE
RrEE(WE) R EEGHTEAFRZE
BORITE - AEBEMBEENGAIERASE
R NG RISREE (WA) (FhR - UEER
BERAMBLENTERZ - Al EAFR K&
MHREBEENREASEHEUEENETLR
NERBIZMOTERESH ML o WEBEM
%ﬁﬁﬁﬂ&@ R TERXATH

Hit B EENHE

Hip G EER MG RBREER - £HMG
AR ERFERZEGLEE -  ARBEHHE
EMEEAERFER G FGEEEDR
A AEEER s BN Pr/B rC sk ) B SR T o
A AEREFSBEEDREARBLEELE
ERBEARMIEL - MEBEMATBERN
B O REHENEHEFAXATRE -

RERBEER

AR5 B LA RS A B R B AT A SR E 3R
R T SRR R RIRARAORERE - AEEIR
RE 5 R IRk - EIBANEE
BEMBRLRERIRSREEL G © HE
ﬁgy@ﬂﬁﬁﬂﬁﬁ%{t - BERMARE R RN
ATELT ©

MmEE

REBAFEZREDHT - AR ARAERE N
ERECHEE2E  EfRAEEZERE
B - RIS  WEFE 2R 2ERFET
BRERREREE - FEIFELRE - A
ERERBRMEAATETR Mt zERY
BERSENTE



NOTES TO THE
FINANCIAL STATEMENTS

B} 5 R 2 Bf 51

(Expressed in Hong Kong dollars unless otherwise indicated)

35

(i)

36

Non-adjusting post balance sheet events

On 27 February 2008, the Financial Secretary of the Hong
Kong SAR Government announced his annual Budget which
proposes a cut in the profits tax rate from 17.5% to 16.5%
with effect from the fiscal year 2008/09 and a one-off
reduction of 75% of the tax payable for the 2007/08
assessment subject to a ceiling of $25,000. In accordance
with the Group’s accounting policy set out in note 1(q), no
adjustments have been made to these financial statements
as a result of this announcement.

The directors estimate that these proposed changes will
result in the opening balances of the Group and the Company
as at 1 January 2008 being remeasured as follows:

current tax recoverable by the Group will increase by
$25,000; and

the Group’s and the Company'’s deferred tax liabilities will
decrease by $346,000 and $24,000 respectively.

These opening balance adjustments to current and deferred
tax balances at 1 January 2008 will be recognised as an
increase in the Group's and the Company's income tax credit
of $371,000 and $24,000 respectively. It is impracticable to
further estimate the impact on future financial statements
of the change in tax rate.

Possible impact of amendments, new
standards and interpretations issued but
not yet effective for the year ended 31
December 2007

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the year
ended 31 December 2007 and which have not been adopted
in these financial statements.

The Group is in the process of making an assessment of
what the impact of these amendments, new standards and
new interpretations is expected to be in the period of initial
application. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the Group’s results
of operations and financial position.

In addition, HKFRS 8, Operating segments, which is effective
for annual periods beginning on or after 1 January 2009, may
result in new or amended disclosures in the financial
statements.
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INDEPENDENT
AUDITOR’S REPORT

B ZEEN RS

Independent auditor’s report to the shareholders of
San Miguel Brewery Hong Kong Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of San
Miguel Brewery Hong Kong Limited (the “Company”) set out on
pages 68 to 137, which comprise the consolidated and company
balance sheets as at 31 December 2007, and the consolidated
income statement, the consolidated statement of recognised
income and expense and the consolidated cash flow statement
for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Directors’ responsibility for the financial
statements

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal
control relevant to the preparation and the true and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies;, and making accounting
estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. This report is made solely to
you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.
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INDEPENDENT
AUDITOR’S REPORT

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and true and
fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial
Statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2007 and of the Group’s loss and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the Hong Kong Companies Ordinance.

K N inte-

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

22 April 2008
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FIVE YEAR SUMMARY

hEFERBREE

Results E
Turnover ] 754,833 826,817 806,909 777,830 684,866
(Loss)/profit before taxation — BxBEAT (B518) /&F (315,814) (112,871) (58,293) 15,536 (26,220)
Income tax credit/(charge) FTB®at A/ (30R) 55,520 6,549 (7,113) (3,032) (9,628)
(Loss)/profit for the year FE (BB /B (260,294) (106,322) (65,406) 12,504 (35,848)
Attributable to: BT
— Equity shareholders of — AR EEE
the Company BEA (262,376) (70,144) (35,010) 11,270 (39,616)

— Minority interests — LER R ER 2,082 (36,178) (30,396) 1,234 3,768
(Loss)/profit for the year FE (B8 /&7 (260,294) (106,322) (65,406) 12,504 (35,848)
(Loss)/earnings per share SR (BE) /&7
— Basic (cents) — EA M) (70) (19) ©9) 3 ©9)
Cash dividends per share (cents) &35 € R & (L) — — 1 1 —
Assets and liabilities EEHEE
Fixed assets BAEEE 1,496,910 1,769,377 1,838,164 1,939,135 2,016,646
Intangible assets BREE 39,643 39,564 39,525 39,481 37,413
Goodwill RS 5,044 5,044 5,044 5,044 5,318
Other financial assets HipMBEE — — — 22,287 21,827
Other tangible assets (Note) —~ HEMBEFEE (K ) 53,164 49,000 41,539 — —
Net current assets TEEEFAE 232,287 328,637 360,852 478,497 380,093
Total assets less current BEERRE

liabilities aE 1,827,048 2,191,622 2,285,124 2,484,444 2,461,297
Long term bank loans REBRITER

(unsecured) (fE3% 1) — (95,000) (95,000) (195,000) (195,000)
Leased factory maintenance  FERE# &

provision BB — — — (47,968) (43,829)
Retirement benefit liabilities  EREFIEE (8,625) (14,870) (14,927) (19,261) (2,858)
Deferred tax liabilities BRI TR (63,960) (107,655) (113,124) (104,563) (98,931)
Net assets BEERME 1,754,463 1,974,097 2,062,073 2,117,652 2,120,679

BEBENEHERERA R
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FIVE YEAR SUMMARY hFERBR[ZE
© eeseamongkongoolars  GoemEm)

Capital and reserves BAR @&
Share capital [N 186,785 186,785 186,785 186,785 186,785
Reserves & 1,526,691 1,751,097 1,804,924 1,832,316 1,836,740
Total equity attributable ZANEIL £
to equity shareholders BAA
of the Company Eh = 1,713,476 1,937,882 1,991,709 2,019,101 2,023,525
Minority interests DEBRRES 40,987 36,215 70,364 98,551 97,154
Total equity EmEE 1,754,463 1,974,097 2,062,073 2,117,652 2,120,679
Note:  Other tangible assets represent bottles and crates of the PRC Mz : HtEAERAEARTBRWBARMBEERBRENE
subsidiaries. In 2003 and 2004, all bottles and crates were included B RZZET=R-TTNF  BERBHENEEHT]
in inventories. RS °
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