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The beer industry in the PRC in 2002

BETEEESR cHRERCE 287 ETH. ALHBE 5%
Growth of the beer market remained stable, total PRC production
reached 23.87 million kilolitres, a 5% increase from the previous
year

- PEERBEENBURE- AR TEEENSTIS
PRC has surpassed the US to become the largest beer
production country and sales market in the world

- MBI ERRROAEEED . SO KTTEIRS
Big corporations continued to dominate the market with
increasing intensification

- HIBREDHAT R BEHENREHIBBREZ
Market supply still in excess of demand , and price competition
was more intense in regional markets
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Overseas beer producers started to set up equity and co-
operative joint ventures with major domestic enterprises to gain
access into the PRC market
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PRC Top Ten Breweries by Output in Year 2002
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Production
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Tsingtao Brewery has currently 47 brewery plants in 17 provinces
and cities.In 2002 ,total production amounted to 2,987 million

kilolitres.
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Major business initiatives in Year 2002
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Operating results improved significantly following implementation
of system integration.
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Receive the National Award on Quality Management, the
Company's overall management standard was enhanced further,
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Formed strategic alliance with the US Anheuser-Busch
Companies Inc.("A-B").
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Expanded into the Taiwan market, and export volume doubled.

CEE VA BELEERZAE . N BRBERIT

Introdduced the EVA management and management procedure
system, various cost items were effectively controlled.
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Key operating indicators
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Turnover s,w 8; 31%
AEEWHE
Net return on assets 7.8% 123%
HaREmeE 1,106,016 : 109%
Net cashflow from _';
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Production cost structure of Parent Company(%)
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Business outlook for the Year 2003

DNERSES A M & i . B2 ERIE R AT
Strengthen its strategic planning and implementation to become
a globally major brewery
IR E BB STIRHIEBIN . RIS E ISR
Accelerate the work on better utilization If resources and
innovation of operating system, aiming at maintaining its leading
position in the PRC market
- RIREEEEIRE 360 BT DT 120 BFH e &S EE
Achieve the target of annual production of 3.6 million kilolitres
of beer , among which the production target for the major
Tsingtao Beer brand is 1.2 million kilolitres.
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Issue of the 1st and 2nd tranches of convertible bonds to A-B,
and promotion of the "best practice and exchange"programme
- WIE ERP B ALK . i EE1ReE
Introduce the ERP management system to facilitate internal
management reform
- HREGEN . LR AFRBHREN R
Rationalize its product mix to alleviate the pressure on costing
resulted from rising barley prices.






