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As at the close of the reporting period, the balance of the proceeds of the

Company stood at RMB130, 390,000, which was temporarily used as working

capital of the Company.  In light of the uncertain prospects of the local market,

the draft beer project of Xi'an Company has not been put into operation.  As

regards the remaining projects, all have been completed and commenced

operation.

11. Code of Best Practice

The Board of Directors confirms that the Company has complied with the

Code of Best Practice as set out in Appendix 14 of the Rules Governing the

Listing of Securities on the Stock Exchange of Hong Kong Limited throughout

the 12-month period from 1st January, 2002 to 31st December, 2002.

12. Directors' and Supervisors' interest in contracts

None of the Directors and Supervisors were with material interests in any

contract entered into with the company or any of its subsidiaries during the

year.

In accordance with Articles 94 and 122 of the Company's Articles of

Association, all Directors and Supervisors appointed on 24th June 2002 shall

hold office for a term of 3 years starting from that date. Service contract has

been entered into between the Company and those newly appointed Directors

or Supervisors. The Directors or Supervisors have not entered into any service

contract with the Company or any of its subsidiaries during the year, which is

not terminable by the Company, or such subsidiaries within the year without

payment of compensation (other than statutory compensation).

13. Major suppliers and customers during the year

1. Major suppliers of the Company during the year

The largest supplier of the Company during the year was Autralian Barley

Board  and the five largest suppliers of the Company during the year

accounted for 36% of the total purchases of the Company.
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(in RMB ten thousand)
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Description of Investment Amount Actual Invested Amount

Application of Proceeds undertaken to be made Investment expressed as

a Percentage

�� !"# 75%�� !"#$%& 15,375 15,375 100

Acquisition of 75% equity interest from foreign

   investors of Carlsbrew Shanghai

�� !"# 62.64%�� !"#$%&'()

54%�� !"#$%& 18,624 18,624 100

Acquisition of 62.64% equity interest from foreign

  investors of Five Star Company and 54% equity

  interest from foreign investors of Three Ring Company

�� !"#$% !%&'()*+ 6,800 5,400 79

Technological renovation of draught beer production

  lines of Tsingtao Brewery No.2

�� !"# 5�� !"#!$%&'() 12,000 0 �

Technological renovation of draught beer production

  lines of Xian Company for an annual production of

  50,000 tonnes

�� !"#$ 10�� !"#$%&' 7,700 7,700 100

Phase 1 technological renovation in respect of Maanshan

  Company for an annual production of 100,000 tonnes

�� !"# 15�� !"# 10�� !"# 5,800 5,800 100

Technological renovation in respect of Zhuhai Company

  for a Phase 1 production of 100,000 tonnes

  (annual production of 150,000 tonnes)

�� !"# 20�� !"# 15�� !"# 9,000 9,000 100

Technological renovation in respect of Sanshui Company

  for a Phase 1 production of 150,000 tonnes

  (annual production of 200,000 tonnes)

�� !"#$%&'() 1,000 835 84�� !"

Setting-up of the electronic sales network of the (completed)

  Company

�� 76,299 62,734 82

Total

Use of Proceeds during the reporting period:
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18. Other matters to be reported

The summary of 2002 annual report of the Company was published on 3rd

April, 2003 in Chinese and English in "Shanghai Securities Journal", the

"China Securities Journal" in China and "Wen Wei Pao", "The Standard" in

Hong Kong, respectively. The annual report has been prepared in both

Chinese and English. In case any conflict occurs, the Chinese version shall

prevail .

19. Auditors

During the year, Messrs. PricewaterhouseCoopers Zhongtian Accountants

and PricewaterhouseCoopers were appointed as auditors of the Company

in the mainland and Hong Kong, who have audited the accompanying financial

statements.

On behalf of the Board

Li Gui Rong

Chairman

Qingdao, People's Republic of China,

2th April, 2003
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2. Major customers of the Company during the year

The largest customer of the Company during the year was Taiwan Tsing

Beer Co., Ltd. And the five largest customers of the Company during the

year accounted for 25%, less than 30% of the total sales of the Company.

During the year, none of the Directors, Supervisors, their associates and

shareholders holding more than 5% of the Company's share capital had an

interest in any of the five largest suppliers or customers of the Company.

14. Purchase, sales and redemption of shares

During the period under review, neither of the Company nor any of its

subsidiaries had purchased, redeemed or sold any of the listed securities of

the Company.

15. Principal subsidiaries and associated companies

The particulars of the Company's subsidiaries and associated companies

are set out in Note 18 and 19 to the accompanying financial statements.

16. Fixed assets

Details of movement in fixed assets during the year are set out in Note 14 to

the accompanying financial statements.

17. Details of bank borrowings

Details of bank borrowings as at 31st December 2002 are set out in Note

24 to the accompanying statements.
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