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1. Acquisition and Disposal of assets of the Company during the period

On 6 March 2002, the Company engaged an independent third party to

acquire all the assets in an auction sold by Xiamen Yincheng Co., Ltd. with

the permission of the Intermediate People's Court of Xiamen at a consideration

of RMB166,030,000 (inclusive of commission charged by the auction house

and agency fee paid to the entrusted party).

On 4 April 2002, the Company and QEA investment Co., Ltd. jointly

established Tsingtao Brewery (Xiamen) Company Limited ("Xiamen

Company"), with registered capital of RMB10 million.  The Company shall

contribute in cash of RMB8 million, representing 80% of Xiamen Company's

registered capital and all the assets acquired in auction will be transfered to

Xiamen Company.  Such assets will be operated by Xiamen Company. The

production capacity of the new company has reached 150,000 kilolitres and

operation has commenced at the end of June 2002.

2. Important Litigations and arbitrations during the year

(1) In the reporting period, the Intermediate People's Court of Qingdao made

a ruling in relation to the Company's litigation with Qingdao Honglong Trading

Company Limited ("Honglong Company") over the disputed purchase orders.

It was ruled that Honglong Company and its shareholders shall pay the

outstanding amount of RMB15,105,047 for the beer purchased. Since

Honglong Company made an appeal to the Higher People's Court of

Shandong and the case has entered the second stage of hearing.

(2) No significant progress has been achieved for the case of Guangming

General Company suing the Company for the breach of distribution contract

as disclosed in the Company's 2001 Annual Report.
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Ms. Yan Xu, aged 38, is the Vice President of the Company and the General

Manager of Tsingtao Brewery South China Investment Co, Ltd. Prior to joining

the Company in January 1999, Ms. Yan was the Assistant to the General

Manager and Director & Deputy General Manager of the Zhujiang Brewery

Group. Ms. Yan has been undertaking beer sales and marketing management

for many years, and gained broad experience in marketing.

Mr. Zhang Xue Ju, aged 48, is the Vice President of the Company. He was

the Head of the Finance Department and the Secretary to the Board and

General Manager of the sales company, who has many years of experience

in corporate management and marketing.

Mr. Cao Xiang Dong, aged 51, vice president of the Company and General

Manager of Tsingtao Brewery East China Holding Co., Ltd. He acted as

division chief, director of Tsingtao Brewery No.2, director of brewery No. 1,

assistant general manager of the Company and has long experience in

operation and management of brewery.

Ms. Yuan Lu, aged 47, is the Secretary to the Board of the Company. Ms.

Yuan has extensive experience in her position and investor relations and is

the director of the Secretariat Office of the Board of Directors at present.
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7. Subsequent Events

 (1) On 21 October, 2002, the Company entered into the Strategic Investment

Agreement with the US brewery Anheuser-Busch Companies Inc. ("A-B") in

New York for the formation of strategic alliance.  According to the agreement,

the Company shall issue an aggregate of HK$1,416,195,342 mandatory

convertible bonds to A-B.  Such convertible bonds will be issued in three

tranches and will be fully converted into shares within a specified period

pursuant to its terms. Upon full conversion into the Company's additional H

Shares, the shareholding of A-B in the Company will be increased from the

present 4.5% to 27%. The 2003 Extraordinary General Meeting, Extraordinary

General Meeting for holders of Domestic shares and Extraordinary General

Meeting for holders of foreign listed Foreign-invested shares were held on

23 January, 2003. In the meetings, the strategic investment agreement and

the transactions contemplated therein as well as other relevant issues were

considered and passed.

On 1 April, 2003, the Company and A-B held the closing ceremony of the

Tranche I and Tranche II of Convertible Bonds under the Strategic Investment

Agreement. All conditions precedent including obtaining the waiver from the

CSRC and all other required approvals from relevant PRC authorities were

satisfied. The Company signed, issued and delivered to A-B the certificates

of the Tranche I and Tranche II of Convertible Bonds pursuant to the provisions

of the agreement. The total subscription money of HK$907,920,000 from A-

B for the subscription of the Tranche I and Tranche II of Convertible Bonds

was paid into the specified account of the Company on the date of closing.

(2) On 13 January, 2003, the Company and Fujian Brewery (Singapore)

Private Company Limited ("Fuzhou Foreign Shareholder") entered into an

Equity Transfer Supplementary Agreement, by which, the Company acquired

additional 24% equity interest in Tsingtao Brewery (Fuzhou) Company Limited

("Fuzhou Company") held by the Fuzhou Foreign Shareholder at a price of

RMB40 million.  The aforesaid Equity Transfer Supplementary Agreement

was approved by the Fuzhou City Foreign Trade and Economic Cooperation
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3. Material Connected Transaction

There were no material connected transactions during the reporting period.

The connected parties are mainly minority shareholders of subsidieries and

associated companies. For details, please refer to  the accompaning notes

to financial statements.

4. During the reporting period, the Company had no leases and capital

management by entrustment. For details on material guarantee,

please refer to the note to the accompaning financial statements.

5. Entrustments:

In July 2002,  the Company and Tsingtao Brewery Group Co., Ltd. ("Group

Co.") entered into the Operation and Management Entrustment Agreement,

whereby management of the 90% interests in Tsingtao Brewery (Zhangzhou)

Company Limited ("Zhangzhou Company") held by the Group Co. was

entrusted to the Company.  The Group Co. undertook in the agreement that

it would transfer the entire 90% interests it held in Zhangzhou Company to

the Company or other designated company at a price not higher than its

initial investment of RMB63 million upon request by the Company.

Zhangzhou Company, jointly established in July 2001 by the Group Co. and

Hong Kong Fu Yun Shu Investment Co., Ltd. with registered capital of RMB70

million, has an annual production capacity of brewery of 80,000 tonnes.  It

had been put under facilities renovation and was not ready for production

before June 2002. Production resumed after operation was entrusted to the

Company.

6. Staff's Medical Insurance

Since July 2000, the Company has made timely and adequate payment for

the staff's medical insurance in accordance with the "Provisional Regulation

for Basic Medical Insurance for Urban Workers of Tsingtao City" promulgated

by the Tsingtao City Government. Such payment has been reflected in the

audited accounts of the Company for each subsequent year and is charged

to the welfare charges and costs. The Company considered that execution

of the system of basic medical insurance for staff has no material impact on

the Company.
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7. Subsequent Events

 (1) On 21 October, 2002, the Company entered into the Strategic Investment

Agreement with the US brewery Anheuser-Busch Companies Inc. ("A-B") in

New York for the formation of strategic alliance.  According to the agreement,

the Company shall issue an aggregate of HK$1,416,195,342 mandatory

convertible bonds to A-B.  Such convertible bonds will be issued in three

tranches and will be fully converted into shares within a specified period

pursuant to its terms. Upon full conversion into the Company's additional H

Shares, the shareholding of A-B in the Company will be increased from the

present 4.5% to 27%. The 2003 Extraordinary General Meeting, Extraordinary

General Meeting for holders of Domestic shares and Extraordinary General

Meeting for holders of foreign listed Foreign-invested shares were held on

23 January, 2003. In the meetings, the strategic investment agreement and

the transactions contemplated therein as well as other relevant issues were

considered and passed.

On 1 April, 2003, the Company and A-B held the closing ceremony of the

Tranche I and Tranche II of Convertible Bonds under the Strategic Investment

Agreement. All conditions precedent including obtaining the waiver from the

CSRC and all other required approvals from relevant PRC authorities were

satisfied. The Company signed, issued and delivered to A-B the certificates

of the Tranche I and Tranche II of Convertible Bonds pursuant to the provisions

of the agreement. The total subscription money of HK$907,920,000 from A-

B for the subscription of the Tranche I and Tranche II of Convertible Bonds

was paid into the specified account of the Company on the date of closing.

(2) On 13 January, 2003, the Company and Fujian Brewery (Singapore)

Private Company Limited ("Fuzhou Foreign Shareholder") entered into an

Equity Transfer Supplementary Agreement, by which, the Company acquired

additional 24% equity interest in Tsingtao Brewery (Fuzhou) Company Limited

("Fuzhou Company") held by the Fuzhou Foreign Shareholder at a price of

RMB40 million.  The aforesaid Equity Transfer Supplementary Agreement

was approved by the Fuzhou City Foreign Trade and Economic Cooperation
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3. Material Connected Transaction

There were no material connected transactions during the reporting period.

The connected parties are mainly minority shareholders of subsidieries and

associated companies. For details, please refer to  the accompaning notes

to financial statements.

4. During the reporting period, the Company had no leases and capital

management by entrustment. For details on material guarantee,

please refer to the note to the accompaning financial statements.

5. Entrustments:

In July 2002,  the Company and Tsingtao Brewery Group Co., Ltd. ("Group

Co.") entered into the Operation and Management Entrustment Agreement,

whereby management of the 90% interests in Tsingtao Brewery (Zhangzhou)

Company Limited ("Zhangzhou Company") held by the Group Co. was

entrusted to the Company.  The Group Co. undertook in the agreement that

it would transfer the entire 90% interests it held in Zhangzhou Company to

the Company or other designated company at a price not higher than its

initial investment of RMB63 million upon request by the Company.

Zhangzhou Company, jointly established in July 2001 by the Group Co. and

Hong Kong Fu Yun Shu Investment Co., Ltd. with registered capital of RMB70

million, has an annual production capacity of brewery of 80,000 tonnes.  It

had been put under facilities renovation and was not ready for production

before June 2002. Production resumed after operation was entrusted to the

Company.

6. Staff's Medical Insurance

Since July 2000, the Company has made timely and adequate payment for

the staff's medical insurance in accordance with the "Provisional Regulation

for Basic Medical Insurance for Urban Workers of Tsingtao City" promulgated

by the Tsingtao City Government. Such payment has been reflected in the

audited accounts of the Company for each subsequent year and is charged

to the welfare charges and costs. The Company considered that execution

of the system of basic medical insurance for staff has no material impact on

the Company.
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Bureau and formalities for the share transfer was performed.  At present,

Fuzhou Company is held as to 75% by the Company and the remaining 25%

is still owned by the Fuzhou Foreign Shareholder.

(3) On 20 January, 2003, Tsingtao Brewery Xi'an Company Limited ("Tsingtao

Xi'an Company"), a subsidiary of the Company, and Shanxi Baoji Brewery

Co., Ltd. ("Baoji Company") entered into a Tenancy Contract, pursuant to

which, Tsingtao Brewery Baoji Co., Ltd. (Tsingtao Baoji), jointly established

by the Company and Tsingtao Xi'an Company, leased all the assets other

than the current assets of Baoji Company for operation at nil consideration.

At present, Baoji Company has an annual production capacity for brewery of

300,000 kilolitres.  The Company's share of the brewery market in Northwest

China is further expanded by the leasing of Baoji Company for operation.

Tsingtao Baoji has a registered capital of RMB1 million, of which the Company

contributed RMB300,000 in cash, accounting for 30%, and Tsingtao Xi'an

Company contributed RMB700,000 in cash, accounting for 70% of its

registered capital.

(4) On 28 January, 2003, the Company and Group Co. entered into the

Operation and Management Entrustment Agreement, whereby, management

of the 80% interests in Tsingtao Brewery (Yangzhou) Company Limited

("Yangzhou Company") held by the Group Co. was entrusted to the Company.

The Group Co. undertook that it would transfer the entire 80% interests in

Yangzhou Company it held to the Company upon its request. Yangzhou

Company, jointly established by the Company and Qingtao Jinlian Bererage

& Food Co., Ltd. ("Jinlian Company") in November 1998, has a registered

capital of RMB5 million of which the Company owns 20%.  The Group Co.

acquired from Jinluen Company its 80% interest in Yangzhou Company in

November 2002.
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