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(d) Under PRC GAAP, negative goodwill arising from the excess of the

Group's share of the net assets of the subsidiaries acquired over the

acquisition cost is amortised into the income statement over 10 years.  Under

HK GAAP, the difference between the cost of investment and the share of

the fair value of the net assets of the investee company is recognised as

goodwill or negative goodwill. The amount recognised is amortised on a

straight-line basis in accordance with the relevant regulation. As a result of

the difference in accounting treatments, net income was reduced by

approximately RMB17,889,000 (2000:RMB9,452,000) under HK GAAP.

(e)  As noted in Note 2, the Company adopted HK SSAP 9 (revised), event

after balance sheet date, effective from 1st January, 2001.  As a result,

dividends proposed or declared after year end are not recognised as liabilities

at the balance sheet date.  This change resulted in a prior year adjustment

for HK GAAP.  Under PRC accounting standards, the aforesaid dividends

are recognised as liabilities in the accounting period affected.

(f)  During 1993, under PRC GAAP, foreign currency transactions were

translated into RMB at the average official exchange rate prevailing on the

dates of the transactions.  Monetary assets and liabilities denominated in

foreign currencies were translated into RMB at the average official exchange

rate ruling at the end of each month.  The exchange differences were dealt

with in the income statement of the year.  However, under HK GAAP, foreign

currencies transactions were translated into RMB at the applicable Swap

Center exchange rate prevailing on the day of the transaction.  Monetary

assets and liabilities denominated in other currencies were translated into

RMB at the applicable rates of exchange prevailing on the balance sheet

date as quoted by the Swap Center.  As a result of the different exchange

rates used under the two GAAPs, there was an exchange difference of

approximately RMB37,878,000 in 1993.
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(g) Pursuant to Qing Cai Gong [1997] document 83 issued by Qingdao Ministry

of Finance, the Company recorded an accrual for research and development

expense of approximately RMB19,879,000 in 1997 which remained unused

as at 31st December, 1997.  Under HK GAAP, the accrual was not recognised

and recorded as an expense in 1997.

During 1997 to 2000, the actual research and development expenses were

offset against the accrual made under PRC GAAP, while the actual research

and development expenses incurred were included in the income statement

prepared under HK GAAP.  The accrual under PRC GAAP was fully utilised

as at 31st December, 2000.

(h) During 2001, the subsidiaries of the Company obtained waivers from

creditors on certain payable balances of approximately RMB9,439,000 (2000

: Nil).  Pursuant to the requirements under PRC GAAP, such amount was

credited directly to reserves while under HK GAAP, the amount waived was

recognised as other income.

35.PRIOR YEAR COMPARATIVE FIGURES

The Group has adopted the following new accounting standards: SSAP 9

(revised) "Events after the balance sheet date", SSAP 14 (revised) "Leases",

SSAP 26 "Segmental reporting", SSAP 28 "Provisions, contingent liabilities

and contingent assets", SSAP 29 "Intangible assets", SSAP 30 "Business

combination", SSAP 31 "Impairment of assets" and SSAP 32 "Consolidated

financial statements and accounting for investments in subsidiaries" recently

issued by the Hong Kong Society of Accountants.  This has resulted in

changes to the presentation of various items and comparative financial

information has been restated accordingly.

36.APPROVAL OF FINANCIAL STATEMENTS

The financial statements (set out on pages 52 to 138) were approved and

authorised for issue by the Board of Directors on 3rd April, 2002.
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TO THE SHAREHOLDERS OF TSINGTAO BREWERY COMPANY

LIMITED

Arthur Andersen�Hua Qiang Certified Public Accountants (hereinafter

referred to as "We") have audited the consolidated balance sheet of Tsingtao

Brewery Company Limited (referred to as the "Company") and its subsidiaries

(collectively referred to as the "Group") as at 31st December, 2001 and the

consolidated statement of income and profit appropriation and consolidated

cash flow statement for the year then ended, and the balance sheet of the

Company as at 31st December, 2001 and the statement of income and profit

appropriation and cash flow statement for the year then ended.  These

statements are the responsibility of the Company's management.  Our

responsibility is to express an opinion on these statements based on our

audit.  We conducted our audit in accordance with "The Independent Auditing

Guidelines for Certified Public Accountants" of the People's Republic of China

(the "PRC").  Our audit included such tests of the accounting records and

such other auditing procedures as we considered necessary and appropriate

to the Company's and the Group's circumstances.

In our opinion, the statements referred to above comply with the requirements

of "Accounting Standards for Business Enterprises" and "Accounting

Regulations for Business Enterprise" of the PRC, and present fairly, in all

material respects, the financial position of the Company and the Group as at

31st December, 2001 and the results of its operations and cash flows for the

year then ended, and the accounting policies have been consistently applied.

ARTHUR ANDERSEN �HUA QIANG

Certified Public Accountants

Zhang Xiang Ji

Luo Zhan En

Beijing, the PRC

3rd April, 2002
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1118 China World Tower 1
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