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TSINGTAO BREWERY COMPANY LIMITED

(A sino-foreign joint stock limited company established in the People's Republic of China)

ACQUISITION OF INTERESTS IN TWO BREWERY COMPANIES

The Directors are pleased to announce that on 18 August 2000: 

(i)
the Company, Tsingtao Hong Kong and ASIMCO I entered into the Five Star Agreement under which the Company will acquire from ASIMCO I 37.64% of the equity interest in Five Star and all ASIMCO I's other interests in Five Star (including accounts receivables from Five Star) and Tsingtao Hong Kong will acquire from ASIMCO I 25% of the equity interest in Five Star, for a total consideration of US$10 million; and

(ii)
the Company and ASIMCO VIII entered into the Three Ring Agreement under which the Company will acquire from ASIMCO VIII 54% of the equity interest in Three Ring and all ASIMCO VIII's other interests in Three Ring (including accounts receivables from Three Ring) for a total consideration of US$12.5 million.

Both Five Star and Three Ring are principally engaged in brewery business.

Each of the Acquisitions constitutes a discloseable transaction for the Company for the purposes of the Listing Rules. A circular of the Company in relation to the Acquisitions will be despatched to Shareholders as soon as practicable.
The Company announced on 17 August 2000 that it was in negotiation with ASIMCO regarding a possible acquisition of interests in two joint venture brewery companies in Beijing. On 18 August 2000, the Company, Tsingtao Hong Kong and ASIMCO I entered into the Five Star Agreement and the Company and ASIMCO VIII entered into the Three Ring Agreement.

THE FIVE STAR AGREEMENT

Date 
: 
18 August 2000

Vendor 
:
ASIMCO I which is independent of the promoter, directors, supervisors, chief executive and substantial shareholders of the Company or any of its subsidiaries or any of their respective associates (as defined in the Listing Rules)

Purchaser 
:
The Company and Tsingtao Hong Kong

Interests to be
:
an aggregate of 62.64% of the equity interest in Five Star (as to 37.64% by the Company

  Acquired

and as to 25% by Tsingtao Hong Kong) and all ASIMCO I's other interests in Five Star (including accounts receivables from Five Star) 

Consideration

The consideration for 37.64% of the equity interest in Five Star and all ASIMCO I's other interests in Five Star (including accounts receivables from Five Star) to be acquired by the Company amounts to US$6,010,000. The consideration for 25% of the equity interest in Five Star to be acquired by Tsingtao Hong Kong amounts to US$3,990,000. This means the total consideration amounts to US$10 million. 

Within 3 business days from the date on which the Company completes conversion of an amount in RMB equal to the US$10 million consideration in accordance with the approval from the State Administration of Foreign Exchange, the Company will be required to pay the US$10 million consideration in full. 

Basis

The consideration for the 62.64% interests in Five Star and all ASIMCO I's other interests in Five Star (including accounts receivables from Five Star) was determined after arm's length negotiations between ASIMCO I and the Company by reference to, among other things, (i) a valuation of the market value, amounting to approximately RMB170,950,000, of Five Star's assets as at 31 December 1999 and (ii) the interests in Five Star which will be held by the Company and Tsingtao Hong Kong respectively on completion the sale and purchase contemplated under the Five Star Agreement. 

The Directors consider the consideration for the 62.64% interests in Five Star to be fair and reasonable and in the interests of the Shareholders.

THE THREE RING AGREEMENT

Date 
: 
18 August 2000

Vendor 
:
ASIMCO VIII which is independent of the promoter, directors, supervisors, chief executive and substantial shareholders of the Company or any of its subsidiaries or any of their respective associates (as defined in the Listing Rules)

Purchaser 
:
The Company

Interests to be Acquired 
:
54% of the registered capital of Three Ring and all ASIMCO VIII's other interests in Three Ring (including accounts receivables from Three Ring)

Consideration

The consideration for the 54% equity interest in Three Ring and all ASIMCO VIII's other interests in Three Ring (including accounts receivables from Three Ring) to be acquired by the Company amounts to US$12.5 million payable within 3 business days from the date on which the Company completes conversion of an amount in RMB equal to the US$12.5 million consideration in accordance with the approval from the State Administration of Foreign Exchange.

Basis

The consideration for the 54% equity interest in Three Ring and all ASIMCO VIII's other interests in Three Ring (including accounts receivables from Three Ring) was determined after arm's length negotiations between ASIMCO VIII and the Company by reference to, among other things, (i) a valuation of the market value, amounting to approximately RMB119,410,000, of Three Ring's assets as at 31 December 1999 and (ii) the interests in Three Ring which will be held by the Company on completion of the sale and purchase contemplated under the Three Ring Agreement. 

The Directors consider the consideration for the 54% interests in Three Ring to be fair and reasonable and in the interests of the Shareholders.

APPROVAL AND COMPLETION

Approvals

The Five Star Agreement will become legal, valid and binding upon the Ministry of Foreign Trade and Economic Cooperation granting the relevant approval in respect of the Five Star Agreement. The Three Ring Agreement will become legal, valid and binding upon the Beijing Foreign Trade and Economy Commission granting the relevant approval in respect of the Three Ring Agreement. 

Under the Five Star Agreement and the Three Ring Agreement, the Acquisitions are regarded as one single transaction and the relevant parties have agree to use their best efforts to inform the Ministry of Foreign Trade and Economic Cooperation and the Beijing Foreign Trade and Economy Commission so that their approvals may be obtained simultaneously.

Conditions

Pursuant to each of the Five Star Agreement and Three Ring Agreement, submission of the relevant documents to the Ministry of Foreign Trade and Economic Cooperation or the Bejing Foreign Trade and Economy Commission (as the case may be) for approval is conditional upon all of the following conditions being satisfied:

(a)
the purchaser having provided to the vendor a guarantee (in form and substance reasonably satisfactory to the vendor) for all payments due by the purchaser under the Five Star Agreement or the Three Ring Agreement (as the case may be);

(b)
the vendor having provided to the purchaser an undertaking letter (in form and substance reasonably satisfactory to the purchaser) from the Collection Bank that upon full payment of the consideration, the Collection Bank will issue a letter of credit in the amount of US$1,500,000 in respect of the Five Star Agreement or US$500,000 in respect of the Three Ring Agreement (as the case may be) and for a period of one year (from the date on which the letter of credit is issued) during which the Collection Bank will, pursuant to the letter of credit, pay the amount of an arbitration award made by the Hong Kong International Arbitration Centre in favour of the purchaser up to US$1,500,000 in respect of the Five Star Agreement or US$500,000 in respect of the Three Ring Agreement (as the case may be);

(c)
fulfilment of conditions (a) and (b) above by the relevant parties under similar provisions of the other agreement referred to in this announcement;

(d)
the vendor having received from PriceWaterhouseCoopers LLP a fairness opinion in form and substance satisfactory to the vendor;

(e)
the vendor not having received from the purchaser any written notice of withdrawal from the transaction contemplated under the Five Star Agreement or the Three Ring Agreement (as the case may be);

(f)
the results of the appraisal of the assets of Five Star or Three Ring (as the case may be) having been accepted and confirmed by the appropriate administrative authority that administers state assets; and

(g)
if required by the Stock Exchange, the Company having received the approval of its shareholders for the transaction contemplated under the Five Star Agreement or the Three Ring Agreement (as the case may be).

If the above conditions are not fulfilled within 120 days of the date of the Five Star Agreement or the Three Star Agreement, any party to the Five Star Agreement or the Three Star Agreement (as the case may be) shall have the right to terminate such agreement.

Completion

The Acquisitions will be completed upon: 

(a)
the Ministry of Foreign Trade and Economic Cooperation and the Beijing Foreign Trade and Economy Commission having granted the relevant approvals;

(b)
the State Administration of Industry and Commerce having issued the relevant business licences;

(c)
the State Administration of Foreign Exchange having granted approval for payment of the consideration in US$ for the Acquisitions; and

(d)
the Company having paid the considerations in full in accordance with the Five Star Agreement and Three Ring Agreement. 

The Board expects that the Acquisitions will be completed within three months from the respective dates of the Five Star Agreement and Three Ring Agreement.

If any of the approvals referred to in (a) above is not granted within 180 days of the date of the Five Star Agreement or the Three Star Agreement, any party to the Five Star Agreement or the Three Star Agreement (as the case may be) shall have the right to terminate such agreement.

SOURCE OF FUNDING

The total consideration for the 62.64% interests in Five Star and the consideration for the 54% interests in Three Ring will be funded by the internal resources of the Company.

INFORMATION RELATING TO FIVE STAR AND THREE RING

Each of Five Star and Three Ring is principally engaged in the brewery business. Based on information and documents supplied by ASIMCO I and ASIMCO VIII, 

(a)
the registered capital of Five Star and Three Ring are currently RMB862,000,000 and US$29,800,000 respectively and the total investment amounts of Five Star and Three Ring are RMB862,000,000 and US$29,800,000; 

(b)
there are also currently one PRC partner holding 37.36% equity interests in Five Star and one PRC partner holding 46% equity interests in Three Ring;

(c) 
the net profits after taxation and extraordinary items of Three Ring for the two years ended 31 December 1998 and 1999 are RMB247,213 and RMB16,953,716 respectively; and

(d)
Five Star had losses for the two years ended 31 December 1998 and 1999 amounting to RMB79,882,095 and RMB79,691,225 respectively. 

REASON FOR THE ACQUISITIONS

The Group is principally engaged in brewery business. The Directors believe that the Acquisitions would expand the production capacity and market share of the Group in Beijing and Tianjin, the PRC so as to increase the Group's income. The Directors consider the terms of the Acquisitions to be fair and reasonable and in normal commercial terms and in the best interest of the Group.

GENERAL 

Pursuant to the Listing Rules, each of the Acquisitions constitutes a discloseable transaction for the Company. A circular containing, among other matters, details of the Acquisitions will be despatched to Shareholders as soon as practicable. 

Definitions

"Acquisitions"
the Five Star Acquisition and the Three Ring Acquisition

"ASIMCO I"
ASIMCO Investments I Ltd., a company incorporated in the Cayman Islands with limited liability 

"ASIMCO VIII"
ASIMCO Investments VIII Ltd., a company incorporated in the Cayman Islands with limited liability

"associate(s)"
has the meaning ascribed thereto under the Listing Rules

"Board"
board of directors of the Company

"Collection Bank"
the bank with which the US$ account for receipt of the consideration payable under the Five Star Agreement or the Three Ring Agreement (as the case may be) is opened

"Company"
Tsingtao Brewery Company Limited, a sino-foreign joint stock limited company established in the PRC

"Directors"
directors of the Company

"Five Star"
Beijing Asia Shuang He Sheng Five Star Beer Co. Ltd., a sino-foreign equity joint venture company established in the PRC 

"Five Star Agreement"
an agreement entered into between the Company, Tsingtao Hong Kong and ASIMCO I on 18 August 2000 in connection with the acquisition by the Company and Tsingtao Hong Kong from ASIMCO I of an aggregate of 62.64% interests in Five Star and all ASIMCO I's other interests in Five Star (including accounts receivables from Five Star)

"Five Star Acquisition"
the acquisition by the Company and Tsingtao Hong Kong from ASIMCO I of an aggregate of 62.64% interests in Five Star and all ASIMCO I's other interests in Five Star (including accounts receivables from Five Star) pursuant to the Five Star Agreement

"Group"
the Company and its subsidiaries

"Hong Kong"
the Hong Kong Special Administration Region of the PRC

"Listing Rules"
Rules Governing the Listing of Securities on the Stock Exchange

"PRC"
the People's Republic of China, excluding Hong Kong for the purpose of this announcement

"Three Ring"
Beijing Three Ring Asia Pacific Company Limited, a sino-foreign equity joint venture company established in the PRC

"Three Ring Agreement"
an agreement entered into between the Company and ASIMCO VIII on 18 August 2000 in connection with the acquisition by the Company from ASIMCO VIII of a 54% interests in Three Ring and all ASIMCO VIII's other interests in Three Ring (including accounts receivables from Three Ring)

"Three Ring Acquisition"
the acquisition by the Company from ASIMCO VIII of a 54% interests in Three Ring and all ASIMCO VIII's other interests in Three Ring (including accounts receivables from Three Ring) pursuant to the Three Ring Agreement

 "Tsingtao Hong Kong"
Tsingtao Beer (H.K.) Trading Company Limited, a wholly owned subsidiary of the Company

"Shareholders"
shareholders of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"HK$"
Hong Kong dollars, the lawful currency of Hong Kong

"RMB"
Renminbi, the lawful currency of the PRC

"US$"
United States dollars, the lawful currency of the United States

"%"
per cent.

By Order of the Board

Tsingtao Brewery Company Limited

Zhang Xue Ju / Yuan Lu

Joint Company Secretaries

Qingdao, the PRC, 21 August 200
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