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1. What is the strategic development objective of Tsingtao?

Tsingtao Brewery has gone through a history of 100 years. Through the sound

and fast development over past several years, we have not only basically

completed strategic positioning around domestic market but also enhanced

the Company's strength and profitability remarkably by internal system

integration. The Company's strategic development objective for the future is

to consistently focus on beer operations, enhanced core competitiveness,

with commitment to consolidation for market dominance, reinforcing the

leadership among domestic brewery industry and become one of the top 10

brewers in the world.

To put it specifically, the objective is to maintain its leadership within domestic

beer industry and reach 5,000,000 kilolitres of sales/production volume by

year 2005, 8,000,000 kilolitres by 2010. At the same time, the Company will

continue the rationalizing of product mix, increasing the sales share of its

flagship brand Tsingtao in total to over 40% so as to enhance the profitability

continually and maximize its corporate value.
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The Company's operating results in 2003 is to achieve the target beer output

of 3,600,000 kilolitres, in which the sales target for the key brand of Tsingdao

beer is 1,200,000 kilolitres.  Apart from further acquiring the market share,

the Company will also adjust its product mix and branding strategy so as to

raise further the Company's profitability.  In addition, the Company will

continue to enshrine EVA value management, and make full use of its

strengths in marketing, brand building, sales network and corporate culture

to enhance market recognition by persistently improving the product quality

and strengthening the Company's logistic functions, capital flow as well as

information flow by adopting computerized system, all of which aim at

constantly improving the Company's management standard and scale of

operation.

The success in recent years proved that the Directors made and implemented

the right strategies. Under the leadership of the management, the staff carried

out innovative plans which contributed to the continuous growth of business

in a highly competitive market. We will capitalize on the traditional and cultural

characteristics of the 100 years old Tsingtao brand and realize its huge market

potential. The Company will also absorb and learn from the international

management styles and experiences. We will keep on our efforts on system

consolidation, innovation, with a view to strengthening the Company so as

to become an international large enterprise and realize its goal of being one

of the ten largest beer company of the world.

Finally, I would like to take this opportunity to extend my sincere gratitude

and appreciation to our shareholders for their strong, wholehearted support

and to the enterprising top management as well as all the staff members for

their loyalty, dedication and excellent result achieved in the past year.

Chairman Li Gui Rong

Qingdao, People's Republic of China

2nd April, 2003
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Mr. Li Gui Rong, Chairman and

Mr. Jin Zhi Guo, President
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appropriate domestically; building, enlargement of breweries and technology

innovation. Until now, a total of HK dollars 907,920,000 has been paid into

the Company's specified account. During the transitional period, the Company

would use partial proceeds to repay banking loans temporarily in order to

adjust the Company's liability structure, under the premise that investment

into beer operations can be guaranteed.

4. In what way will A-B participate in Tsingtao's management after

conversion of relevant convertible bonds?

After conversion of convertible bonds of Tranche 1 and Tranche 2, A-B will

send 2 directors and 1 supervisor to Tsingtao's Board of Directors, Supervisory

Committee and special committees under the Board respectively so as to

take part in operational decision makings. Meanwhile, A-B will dispatch a

team for " exchange of best practice" to Tsingtao and share experience in

aspects of strategy management, quality management, branding

management, Human Resource management and etc., through which we

could selectively adopt their mature management models and experience in

international markets to enhance the Company's management level.

5. To what extent will the rising of barley price in international market

have on Tsingtao?

The price of barley has skyrocketd by a large margin from the end of last

year, because of short supply of barley due to drought in the main barley

production area such as Australia and Canada. The Company, on one hand,

has ordered most of the barley needed in advance and on the other hand,

introduced French barley as a new variety. Until now, the imported barley

arrived or contracted is up to 180,000 tonnes, which would be enough for

use by this September. Due to a over 30% up in average price compared to

that of last year, it might add nearly RMB80,000,000 to the Company's

production cost. However we don't expect it to impact the Company's overall

operation to a large extent, since we would set off against this disadvantages

by increasing sales & production and positively rationalizing product mix.

We have full confidence in sustainable growth of the Company's profits.
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2. How do you think the prospect for China's beer market?

 After more than 20 years' continuous development, China has passed USA

to become the world's largest beer market, with still an average annual growth

rate of 5%. There are now nearly 400 breweries around China, with

fragmented market shares. We expect the market will post a steady yet

continuous growth with much more intensification. The aggregate market

share of the top ten breweries in China occupied a 42.9% of total in year

2002, which will be expected to increase further in the future. Tsingtao

Breweryn Co., Ltd., the industry leader, as well as other major brewery groups

will achieve a much higher growth rate than the national average and

increasingly become the dominant force in the market, while smaller breweries

are expected to be either rulled out or acquired by strong competitors.

3. On what programs will Tsingtao spend the proceeds raised from

its convertible bonds to A-B?

The Company has, and will issue convertible bonds in a aggregate of USD182

million to A-B, which will be mainly utilized for expansion of beer production

and operational scale: to acquire and merge with other breweries when
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