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Dear shareholders,

I hereby present the Business Report and audited Financial
Statements of Tsingtao Brewery Company Limited for the
accounting year ended 31 December 2010 for your kind review.

I. Analysis to the Domestic Market in 2010

In 2010, as China’s economy continued to grow, the beer market
kept its pace of steady growth, as a result, the full-year output
of beer reached 448.3 million hl, representing an increase of
6.3% (Source: National Bureau of Statistics) comparing with that
of the same period in the previous year. As the whole industry
became more consolidated through the merger and acquisition
among the large breweries, new constructions and capacity
expansion, the market share of the top 4 breweries had reached
nearly 60%, meanwhile the competition occurred not only in the
markets, but also in the fields including strategic layouts, merger
and acquisition and capitals, which made the future competition
more challenging.

[I. Review of the Operations

Facing the complex macroeconomic environment, the Company
launched its full-year work guideline as “To consolidate the
leading position in the industry as directed by the strategies and
under the integrated operations; to improve the efficiency of the
systematic operations as promoted by the market and with the
optimization of the supply chain”. With the efforts of the staff,
in the year the Company’s beer sales realized 63.5 million hl,
representing an increase of 7.4% comparing with that of the same
period in the previous year; sales incomes realized RMBI19,614
million, representing an increase of 10.4% comparing with that
of the same period in the previous year; net profits attributable
to the parent company realized RMBI1,520 million, representing
an increase of 21.6% comparing with that of the same period in
the previous year.

The Company fully utilized Tsingtao beer’s brand advantage
to actively explore the market by relying on its consolidated,
unified and professional marketing systems, which supporting
the further optimization of its sales mix anii’t}}e“fast growth of
mid-high end products. As a result, the Company’s principal
brand Tsingtao beer was sold 34.8 million hl, represen“ting an
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increase of 18% comparing with that of the same period in the
previous year; the newly presented high-end products Augersta
and Yipin Draft received sound response from the market, and
the high-end products including draft, canned and little bottled
beer totally grew 26%. The Company’s full-year average gross
profit reached 35.2%, representing an increase of 0.6 percentage
points comparing with that of the same period in the previous
year. The brand value of Tsingtao beer rose to RMB42.6 billion
from RMB36.6 billion in 2009, continuing to be the leader of the
industry.

The Company actively implement the strategy of “Double
drives” to improve its strategic layout in the national market by
starting in sequence the projects of relocation and expansion in
the locations such as Qingdao, Shanghai, Fuzhou, and Zhuhai
within the year, successfully acquired Shandong Xin Immense
Brewery Company Limited, purchased the assets of Taiyuan
Brewery Factory under Jiahe Brewery Co., Ltd., and started to
build a greenfield in Shijiazhuang, which further increased the
production capacity and expanded the scale of the Company,
improved the Company’s layout in the domestic market, and
strengthened the construction of base markets.

The Company strengthened its construction of supply chain
system to enforce the long-term cooperation with the strategic
suppliers. In the gross purchase of materials, the Company
used alternative purchase period by combining both long-term
period and short-term period after strengthening the research
and judgment to the price movement of the raw materials which
effectively controlled the costs and guaranteed the needs for the
production.

III. Outlook for 2011

The 2011 is the first year of China’s “Twelfth Five-Year Plan”
during which it will adjust the development structure and expand
the domestic needs. As a result, it will provide sufficient room
for the development of beer market so that the Company will
actively expand its enterprise scale and increase its market share
under the newly launched work guideline for the new year as
“To explore the market with full efforts; to reduce the costs with
full efforts; and to obtain the opportunities and prevent from
inflation with full efforts”.

The Company will build a young, fashionable and international
image for Tsingtao beer and continue to increase its market
share by striving to explore and consolidate the provincial
base markets, insisting on the market exploring mode of “Big
customer + Micro-operations” and following the principle of
sports marketing among its marketing activities. The Company
will follow the trend of the upgrade of the consumption in
the domestic market by fully using its advantages at Tsingtao
beer, continue to increase its shares in the national mid-high
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end market, and actively adjust the marketing strategies of the
secondary brands of Shanshui, Laoshan and Hans to improve
their brand familiarities and influence so as to increase the sales
volumes.

The Company will fully use the opportunity of the consolidation
in the national beer industry to further promote the
implementation of the strategy of “Double drives”. Within the
year, it will complete the projects including the expansion of
Tsingtao Brewery Factory No. 2, Company No. 3, and plants in
Shanghai, Shenzhen, Fuzhou and Zhuhai, and the greenfield in
Shijiazhuang to strongly support the rapid growth in the market.
At the same time, it will continue to look for the suitable merger
and acquisition targets in the key market areas to improve the
Company’s overall competitive advantages by striving to rapidly
change through merger and acquisition the competition situation
in the regional markets.

Facing the situation of the inflation and the price rise of main
raw materials, the Company will strive to control the over-
fast growth of the costs by taking the measures including
further strengthening its price estimation, taking alternative
purchase periods and expanding centralized purchase, while
the Company will also expedite to launch new techniques and
new technologies to further save the energy and reduce the
consumption.

The Company will fully grasp the opportunities to further
expand the enterprise scale and enhance the profitability to
be the leader in the industry with its advantages in brand,
management, technologies and funds. It aims to realize a
capacity of 100 million hl in the future 5 years. We are confident
that we will realize this goal under the correct leadership of the
Board and with the joint efforts among the management team
and the staff.

Dear shareholders, the Company had achieved sound operational
results in 2010 under the leadership of the Board, the Board
of Supervisors and the management team, and with the joint
efforts of the staff. Hereby I would like to express my sincere
gratitude to all directors, supervisors, the management team
and the staff. I would also like to express my sincere gratitude
to our shareholders and business partners for your long-term
supports and efforts for the Company’s continuous and healthy
development in the past years.

Chairman

JIN Zhi Guo

Qingdao, the People’s Republic of China
30 March 2011
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