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1. HOW DO YOU THINK THE PROSPECT FOR CHINESE
BEER MARKET?

The continuous development of Chinese economy and consuming
level promoted the continuous and steady growth of domestic
beer market. International Beer Giants enhanced their investment
in Chinese beer market and formed some regional beer
enterprises groups with foreign capital background. After the
new round competition and market trial, the Chinese beer
industry will be further intensified in production and the average
profit margin and profitability will also be improved. Most of
the market share of Chinese beer market will be dominated by
several large beer groups. The Company’s target is continuously
enhancing its own advantages to keep its leader’s role in Chinese

beer market.
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2. WHAT ARE THE BRAND MARKETING STRATEGIES OF
THE COMPANY IN THE FUTURE?

The Company will continue to follow its strategy of developing all
premium, medium and low grade products as a whole and increase
the sales volume in premium and medium market with the
continuous growth of Chinese economy and consuming level. The
sales volume of the principal brand has reached 10.6 million hl in
2003, and will be increased to 12 million hl this year. The Company
also enhanced its secondary brands in the last year, which includes
“Laoshan”, “Hansi” and “Shanshui”, to have 28% year on year
growth. The sales volume of the principal brand and secondary
brands will be increased to represent 60% of the Company’s total

sales volume.

3. WHAT WILL THE COMPANY DO TO OFFSET THE IMPACT OF PRICE
INFLATION IN RAW MATERIALS, ENERGY AND TRANSPORTATION?

Due to the significant price inflation in raw materials and energy
like rice, water, power supply and coal this year, the production
cost of the Company will have a 4% year on year growth. In
order to offset the aforesaid impacts, the Company will execute
the following: (1) Promote brand consolidation, increase sales
volume of the principal brand and improve sales income; (2)
Promote product structure consolidation; (3) Adjust product sales
price timely in some regions and brands; (4) Improve operation

efficiency & lower costs; (5) Improve synergy effect and

consolidate resource.
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4.  WHAT IS THE ACQUISITION AND DEVELOPMENT PLAN
OF THE COMPANY IN NEXT YEARS?

The Company has changed its developing strategy of enlargement
to internal consolidation after the fulfillment of its strategic
layout. Currently, the Company has in total 50 million hl annual
production output with capacity utilization rate of 70%. The
improvement of capacity utilization rate will become the major
development strategy of the Company. During the development
in previous years, the Company seized the chance to fulfill its
strategic layout in domestic market. However, some factories
acquired that were too concentrated in the map had very low
capacity utilization rate. The Company will consolidate the
capitals of aforesaid factories to set out the scale effect of the
Company and in appropriated time acquire existing breweries
or build new factories in markets with better prospect to keep

the enlargement of the Company.

5. WHAT KIND OF ASSISTANCE HAS A-B PROVIDED TO
THE COMPANY AFTER THE CONCLUSION OF STRATEGIC
ALLIANCE?

With the conclusion of strategic alliance with A-B, the Company
not only raised US$182 million by issuing Convertible Bonds to
A-B, but also introduced the advanced operation, management
principles and techniques from A-B. Besides the participation of
A-B representatives in the Board, the Supervisory Committee
and the Special Committees under the Board, the Company has
also established 5 Best Practice Exchange Groups with A-B to
exchange experience in enterprise system efficiency and quality
control. The Company benefited a lot on its development by
introducing mature management experience and technique of

international large corporates from A-B.
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