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Analysis to the Industry
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Changes in output volume of China’s beer industry
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Profile of China’s beer market in 2010
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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%
comparing with that of the same period in the
previous year.
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The whole industry became more consolidated
through the merger and acquisition among the
large breweries, new constructions and capacity

expansion that the market share of the top 4
breweries had reached nearly 60%.
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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.
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Analysis to the Sales Volume and
Product Mix during the Reporting
Period
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Trend of growth of production capacity Sales volume of beer in geographical regions
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Established Tsingtao Brewery (Shijiazhuang)
Company Limited, a greenfield of beer
production base with annual production capacity
of 4 million hl (2 million hl at the first phase).
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Purchase of the assets of Taiyuan Brewery
Factory under Jiahe Brewery Co., Ltd.,

increasing 1.8 million hl of annual production 2000 '2010
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Shandong Xin Immense Brewery Company
Limited, increasing 5.5 million hl of annual
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roduction capacity.
: At Product mix

o {ETR - L WM Bk PRI 2R A S
MEH TR - WALFH S WA TR an an
) EEREAILEL > 583 T 2B B A )R
Started in sequence the projects of relocation
and expansion in the production bases including
Qingdao, Shanghai, Fuzhou, Zhuhai and
Shenzhen, further expanding the Company’s
production capacity and scale, and improving its
national market layout.
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Analysis to Principal Finance during the Reporting Period (calculated in
accordance with CAS)
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Analysis to main operation and operational situations of the Company
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In 2010, the Company’s sales volume of beer reached 63.5 million hl, representing an increase of 7.4% comparing with that
of the same period in the previous year; net sales revenue reached RMB19.61 billion, representing an increase of 10.4%
comparing with that of the same period in the previous year; net profits reached RMB1.52 billion, representing an increase
of 21.6% comparing with that of the same period in the previous year, which continued to show a good development trend
in which the growth in profit was greater than the increase in sales income, which was in turn greater than the increase in
sales volume.
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Hpr : ARWTIT
Unit: RMB’000
20104¢ 2009 4 B
For the For the Hwm 394 00k 3
year ended year ended Increased/ Increased/
R R H 31 December 31 December (Decreased) (Decreased)
Items under profit 2010 2009 amount percent
CEL N Revenue 19,897,828 18,026,108 1,871,720 10.4%
BRERA Cost of sales 11,234,490 10,285,132 949,358 9.2%
sHEEM Selling and distribution
expenses 3,917,918 3,484,403 433,515 12.4%
HHEN General and administrative
expenses 1,079,203 998,141 81,062 8.1%
FuptE- 3l Financial expenses — net 4,873 62,854 (57,981) (92.2%)
ARIBAEEBIIRLR  Loss on changes in fair value — (1,763) 1,763 (100.0%)
B EIMIA Non-operating income 245,028 213,327 31,701 14.9%
Fimi g Income tax expenses 538,777 440,221 98,556 22.4%
AW R R 25 Minority interests 63,935 49,104 14,831 30.2%
(1) 201048 EWN IR LR 10.4% > FBJFEE = — 88 01 oo B e & a0 8 450 > B R MBI AG L R 5 2 HE A
e EMEERR  AEERARGIE -
In 2010, the revenue increased 10.4% from the pervious year, which was mainly due to: firstly, the percentage of principal
brand increased as it optimized the product and sales mix during the reporting period; secondly, during the reporting period
the revenues increased as the sales volume of principal products increased.
(2) #HBWA 3 WHmLEm

Cost of sales
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Expenses during the period
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In 2010, the cost of sales of the Group increased
9.2% from the previous year, which was mainly due
to, firstly, the adjustment of product mix during the
reporting period; secondly, the increase of cost of
sales caused by the expansion of sales scale during the
reporting period. The structure of production cost is as
follows:

In 2010, the selling and distribution expenses
increased 12.4% from the previous year, which
was mainly due to the rise of promotional fees
driven by the growth of sales volume of high-
end products resulting from the optimization of
product mix during the reporting period.

12.4%

16.4%

(i) 20104745 # 2 FJ [ L 39 8.1% » EZ R H &
FHIA A ES RN IR > AT I
In 2010, the general and administrative expenses
increased 8.1% from the previous year, which
was mainly due to the increase of production and
sales volume, operational expenses during the

reporting period.
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02% @ B Hop In 2010, the net financial expenses decreased
16% @ sk water 92.2% from the previous year, which was mainly

5.9%
FBIATEL Auxillary materials

)
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due to the increase in interest income and the

decrease in interest expenses on borrowings
‘B Packaging materials p &

BT Direct salary
HI3E A Production expenses

during the reporting period.
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Loss on changes in fair value Income tax expenses
2010 482y S fELAE 5 B ARG 1A BB %) 100.0% > 2R IH 201047 J7 A4+ B8 2 1 s Lo 38 hm 22.4% > 32 % 5 PR B 4
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FRE - In 2010, the income tax expenses increased 22.4% from
In 2010, the loss on changes in fair value decreased the previous year, which was mainly due to the increase
100.0% from the previous year, which was mainly due in income tax expense as a result of increased profit
to that the Group did not enter into similar contracts during the reporting period.
after the settlement of forward foreign exchange
contracts in the last year. 7 A OB R 3R
Minority interests
BRIMBA 20104 & BB HH 2 1] BL 3 30.2% » 3 22 5 &
Non-operating income e 5351 P9 A R T B EK o
In 2010, the minority interests increased 30.2% from
201048 %8 AN AT Fe 3 im0 14.9% » 32 3 )5 B o the previous year, which was mainly due to the increase
35 P U A B 3G I B o in profit of subsidiaries during the reporting period.
In 2010, the non-operating income increased 14.9%
from the previous year, which was mainly due to the
increase in government grants during the reporting
period.
AR 0 O )
Interpretation of composition of assets/liabilities
Bpr: ARETT
Unit: RMB’000
20104¢ 2009 4¢ B 394 00 3¢
12H31H 12H31H Increased/ Increase/
BB BREH 31 December 31 December (Decreased) (Decrease)
Items 2010 2009 amount percent
ISl s Cash at bank and on hand 7,597,958 5,350,581 2,247,377 42.0%
TN R Advances to suppliers 49,776 139,233 (89,457) (64.2%)
FC Al 8 ek Other receivables 188,917 133,244 55,673 41.8%
A ) 5 Other current assets 13,1157 9,979 3,178 31.8%
TR TR Construction in progress 282,566 99,271 183,295 184.6%
I¥i] 2 ¥ A 15 L Fixed assets pending for
disposal 3,148 13,337 (10,189) (76.4%)
A S P 457 Deferred tax assets 332,191 240,843 91,348 37.9%
oAt e B Other non-current assets 148,994 — 148,994 100%
ALK Short-term borrowings 196,217 153,472 42,745 27.9%
TR R Advances from customers 775,415 271,016 504,399 186.1%
JREAT Je A1) Dividends payable 9,550 — 9,550 100.0%
—ENB B MIEFRE  Current portion of non-current
£ 1% liabilities 17,930 28,341 (10,411) (36.7%)
RHIE K Long-term borrowings 10,722 28,267 (17,545) (62.1%)
1 1 M A5k Long-term payables 1,625 14,143 (12,518) (88.5%)
BLIEREAY K Payables for specific projects 184,215 13,035 171,180 1313.2%
Ho A I 37 By £ Other non-current liabilities 549,289 171,134 378,155 221.0%
A BB R £ Minority interests 116,633 174,855 (58,222) (33.3%)
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Cash at bank and on hand

20104R 55 W AR LI 90484 1 42.0% » 12 B2 R it
T 501 P R Bl A Y BRI A i B

In 2010, the cash at bank and on hand of the year end
increased 42.0% from the year beginning, which was
mainly due to the increase in net cash flows from
operating activities during the reporting period.

g e

Advances to suppliers

20104 FHAS R IH I AR Lo 30 64.2% » T Z2J5 PR Hii
T JI AR PR S AR A 3 O D il 2

In 2010, the advances to suppliers of the year end
decreased 64.2% from the year beginning, which was
mainly due to the decrease in advances to suppliers for
purchase of raw materials at the end of the reporting
period.

30 b RO

Other receivables

201 0% JL i FE WK S91 A LU 391038 m41.8 % » 22 R &
SRR WA S SE 4 Jifr 2 o

In 2010, the other receivables of the year end increased
31.8% from the year beginning, which was mainly due
to the payment of the deposits for acquisition of equity
interests.

JO A 58 8 ¥

Other current assets

201045 H: Al 3 58} 39 728 2R LL AR08 31.8 % » EZEJR B
SRR FESA A S8 PR BU T 8

In 2010, the other current assets of the year end
increased 31.8% from the year beginning, which was
mainly due to the increase in corporate income tax
prepaid at the end of last year.

e TR

Construction in progress

2010477 - TRRIIR EL 10138 hn184.6% > T A Ay it
301 PRI 43— 2 T 0 R ~ R TR AT S A A T
EEAL I

In 2010, the construction in progress of the year end
increased 184.6% from the year beginning, which was
mainly due to the increase in input in technological
improvement and expansion projects, factory
relocation projects and newly-constructed factory
projects of certain subsidiaries during the reporting
period.
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Fixed assets pending for disposal

201045 [ 7 ¥ 7 75 BT A LE S B0 98 42 76 .4% » B R
TR S0 N R LI N T B

In 2010, the fixed assets pending for disposal of the
year end decreased 76.4% from the year beginning,
which was mainly due to the decrease in fixed assets
pending for disposal during the reporting period.

YE 42 P 14 B ¥E

Deferred tax assets

20104FJRAE Ffr #5750 5 28 1R LU II R 37.9% > FZER
R Aot 2 T8 i 2 A S o e Y < R P T 3
In 2010, the deferred tax assets of the year end
increased 37.9% from the year beginning, which was
mainly due to the increase in deferred tax assets
recognised as a result of increased accrued expenses.

FC Al e 5 8y ¢

Other non-current assets

201047 F At ) it B 5 72 ST R LI 038 100 % » 2B
PRI B 43 o B B R T ~ 578 T AT A e
TE H RS T AR R T i PR k384 o

In 2010, the other non-current assets of the year end
increased 37.9% from the year beginning, which
was mainly due to the increase in prepayments in
technological improvement and expansion projects,
factory relocation projects and newly-constructed
factory projects of certain subsidiaries.

TOBCHR %

Advances from customers

201 O4FFH R 91 A He 1134 186.1% » F2 25 PR it
IR TR P R LR B
In 2010, the advances from customers of the year end
increased 186.1% from the year beginning, which was
mainly due to the increase in advances from customers
at the end of the reporting period.

WA JBe A
Dividends payable

20104F A A 2R LIR854 m100.0% > SEZEJ5 R Hii
T3 AR AR 43 A T 43 L BB R I AR S A I 8 o

In 2010, the dividends payable of the year end
increased 100.0% from the year beginning, which
was mainly because the profit distributed by certain
subsidiaries had not been paid during the reporting
period.
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Long-term payables

20104 4= J91 B8 A 3K 3 R Ee ST 4 0 88 5% » EZEJ R 2
P8 4 A L P 0 Y B — AR DA M S R B B
Ho

In 2010, the long-term payables of the year end
decreased 88.5% from the year beginning, which was
mainly due to the transfer of certain payables due
within one year to current liabilities.

AL AT K
Specific payables

201047 H I AT SROUI A LIR30 1,313.2% » ELJHH
KR o7 A T B BON B R T B

In 2010, the specific payables of the year end increased
1,313.2% from the year beginning, which was
mainly due to the increase in government relocation
compensation received by certain subsidiaries.

Fo A e 5 8y £ 4

Other non-current liabilities

201047 HoAth i it By ELA IR L0184 1 221.0% » 1B
B0+ ARIOE T H B AT » IR IE I B S
T 2 1 A EE WAL 2 18 o o 2

In 2010, the other non-current liabilities of the year
end increased 221.0% from the year beginning, which
was mainly due to the increase in deferred income
recognised based on relocation progress as the
relocation projects of certain subsidiaries progressed.

Y IBe HOHE 2

Minority interests

201045 2 Ui Jie SRR 21 391K B 10T 4 33.3% > T ZE g R
i A 15 A B SR PR P

In 2010, the minority interests of the year end
decreased 33.3% from the year beginning, which was
mainly due to the acquisition of minority interests
during the reporting period.

as) sATE %

Banking facilities

2010 45 J5 391 i 3590 AR b S0 B0 389 1 27.9% » E BRI
T ) SRAT A SR BT B -

In 2010, the short-term borrowings of the year end
increased 27.9% from the year beginning, which was
mainly due to that some subsidiaries increased their
banking facilities.

2010 45— 45 4 2 191 1 i 300 B 1 48 0 -5 30008 0 oK Lo 39
153 B WA 36.7% A1 62.1% > T2 B PR R 3% 301 1
o ¥ o AR K BT 2K -

In 2010, the current portion of non-current liabilities
and long-term borrowings of the year end decreased
36.7% and 62.1% respectively from the year beginning,
which was mainly due to that some subsidiaries repaid
the borrowings during the reporting period.

201047 JI R A G B AT A 3k I 2 2. 23 ROT AR > 3
R K 196,217 T o0 N R > R 26,302 T
e N W o RWIEad ¢ 4R LA B8 43 15,580 T
TTARME > 1 BS54 7,472 TR AR > Bl 543,250
TIRARM -

By the end of 2010, the total amount of banking
facilities of the Group was RMB223 million, in which
including RMB196,217,000 of short-term borrowings
and RMB26,302,000 of long-term borrowings. Among
the long-term borrowings, those to expire within one
year were amounted to RMBI15,580,000, those to
expire in 1-5 years were amounted to RMB7,472,000,
and those to expire over 5 years were amounted to
RMB3,250,000.

2010 45 ) 2R A< 45 [ SRAT A 35K 422 0 K W Rl 3 2 A\ R
K 101,840 FoC N RW » WA 108,138 T AR
W BOTAE K 7,597 TIE AR > FHEE S HIfE k4,945
TR AR¥ -

By the end of 2010, the Group’s borrowings in
Renminbi were amounted to RMB101,840,000,
borrowings in Hong Kong dollars were amounted to
RMBI108,138,000, borrowings in Euro were amounted
to RMB7,597,000, and borrowings in Danish krone
were amounted to RMB4,945,000.

A 4 A A5 Sk 8 S2 T 05 A R B B> N R B
B i KO 45 B H R A 20 R R 4 T 4 4.858% ~
1.608% °

All borrowings of the Group are affected by the

interest fluctuation, and the effective annual interest
rate for the borrowings in Renminbi and Hong Kong
dollars as of the settling date is 4.858% and 1.608%
respectively.
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Analysis of currency flow

Hfr: ARWEFT
Unit: RMB 000
20104 20094
For the For the BB B4 W
year ended year ended Increased/ Increased/
XH 31 December 31 December (Decreased) (Decreased)
Item 2010 2009 amount percent
G EAEMBL4  Net cash flows from operating
it A activities 3,284,028 3,361,001 (76,973) (2.3%)
HEFWEEAMNBI4  Net cash flows from investing
i ee | activities (764,818) (909,883) 145,065 15.9%
EYEBELEMNB4 Net cash flows from financing
TR A activities (260,540) 471,555 (732,095) (155.3%)
B4 EBRLEZ%EY S Net increased in cash and cash
B equivalents 2,255,231 2,926,531 (671,300) (22.9%)
2010 45 588 1% B) 7 7k 1 B4 T A A ] LR i 2.3% » (IV)  Jofib 5845 K5 Ol e W)

25 PRI 45 P A D T 3 R 5 B S A B A
BEWR TR G S 30 0 2 B P B TG IR BT B o

In 2010, the net cash flows from operating activities
decreased 2.3% from the previous year, which was
mainly due to that, during the reporting period, the
increase rate of the cash paid for the service received
when purchasing the goods was higher than the cash
received for the service provided when selling the
goods.

20104F 4% ¥ % B) A& /& i Bl & i B i AR BL 3
15.9% » FE B PR A i 45 91 P Wi 30 1l 9t 2 Al ok I
e mpr 2 -

In 2010, the net cash flows from investing activities
increased 15.9% from the previous year, which
was mainly due to the increase of the relocation
compensations received during the reporting period.

20104 3 B I B B A B B 4 i B b A
155.3% > L5 AR 547 ] 39 24 w] 1 43 B 52 5 ] A
FTRERREL

In 2010, the net cash flows from financing decreased
155.3% from the previous year, which mainly due to
the exercise of the Company’s bonds with warrants
during the same period in last year.

¢))
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Interpretation of other operational situations

B R A R
Debt/Capital Ratio

AGM 2010412 731 H B FRE E A RS 11.7% (2009
FI12H31H 12.8%) - MBEARMF ISR : &
I KRR (IR 301 K 40 0+ B o % 3 2 ) J O
fit)

On 31 December 2010 the Group’s debt/capital
ratio was 11.7% (12.8% on 31 December 2009), the
calculation of debt/capital is: total amount of long-term
borrowings/(total amount of long-term borrowings
+ shareholders’ interests attributable to the parent
company).

A

Assets mortgage

J20104E 12 H 31 H > ACH [ ST A 3k 34 41K 490 47 £
R (CEZUETZA=Z+—H : ) -

As of 31 December 2010, none of the Group’s banking
facilities were the borrowings with mortgage (as of 31
December 2009, nil).
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Risk of flexible exchange rate

P A S 0 T 408 B D A E SRR R
2 AR 1T o PR It I 2 i 53 ) 5 oy () e g A 4R
SRR BT > A8 TG S A 45 P 1Y 25 ) e AR —
2 K

As the Group currently relies on the imported barley
among the raw materials in its production of principal
brand in the operating activities, so the change of
exchange rate would indirectly affect the price of raw
materials used by the Group, so as to bring certain

impacts to the profitability of the Group.

REACHE B 3

Capital expenses

2011 452wl % 36 ¥ A P B S B0 T B e ) 0 55 0 4R T
BUAT B E WO B0 o AR AW H R SR O0 R AL
AT » HFREMHAE S RFENRE B FRA
iR A FEARTE H T SFHRK

In 2010, the Company will focus on the control
over the capital expenses, and strive to improve the
utilizing efficiency of the existing assets. According
to the Company’s current situation in funds and
profitability, it has sufficient funds and continuous in-
flow of operational cash flow to satisfy its needs in
funds for the capital projects.

6))

Q)

#¥
Investments

For details please refer to the enclosed Notes to the
Financial Statements.

AT f

Contingent liabilities

For details please refer to the enclosed Notes to the
Financial Statements.






