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Tsingtao Brewery Company Limited. the earliest brewery in China,
can trace ils root back to 1903 when its predecessor, Tsingtao
Brewery Factory, was established. The Company was incorporated
on 16 June 1993, and then isswed H-Shares in Hong Kong which
were listed on The Stock of Exchange of Hong Kong Limited on
15 July 1993. It was the first enterprise in Mainland China listed
on an overseas stock exchange. In July 1993, the Company issued
A-Shares in PRC, which were listed on the Shanghai Stock
Exchange on 27 August 1993.

The business scope of the Company is the brewery and sales of
beer, and other related business. The Company occupies leading
position in production scale and market share with 51 breweries
and | malting plant in 18 provinces, cities and regions all over
China. Its product Tsingtao Beer has become one of the most
well-known Chinese brands in the international market and has
been distributed to more than 50 countries and regions throughout
the world.

The Company is the Official Sponsor of Beijing 2008 Olympic
Games.
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P Financial Highlights

— . H T s B R ) AR 1. Prepared in accordance with HKFRS
(ffr: ARMTI) {UNIT: RMB'000)
M
Group
2007 2006 2005 2004 2003

o RR ] Turnover 13,529,892 11,677,160 10,019,857 8,620,687 7,507,959
g Rl Profit before taxation 992,580 627,820 531,662 490,465 417.364
B Taxation (413,812) (179,063) (188,356) (186,391) (134,988)
LGRS Profit and loss of minority

shareholders (39,857) (890 (36,717) (18.911) (37,331
MHRESBRR Profit attributable to

shareholders 538,911 447,867 306,589 285.163 245,043
v e Total assets 11,545,235 9,577,983 9.575,458 9,820.533 8,923,569
BB Total liabilities (5,556,900)  (3.878,260)  (4,042,382) (4.522,072)  (3,929,27%)
A R RORE 2% Minority interests (479,150) (452,294) (576,686) (544,333) (579.465)
JR O 2R Shareholders’ equity 5,509,185 5,247,429 4,956,390 4,754,128 4,414,826

|
Group
2007 2006 2005
1 #ERAMOD Earnings per share (RMB) 0.412 0.342 0.248
2. BFEEWHE(2WEBW®)  Return on net assets (fully diluted) 9.78% 8.53% 6.19%
3. BERBEAEG Net assets employed per share (RMB) 4.21 4.01 3.79
4. JBHEHEAE b Shareholders’ equity ratio 47.72% 54.79% 51.76%
.|
TF Ly R Y MY 4R AT R 4 A TRRLaER
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2. Prepared in accordance with PRC GAAP

1. B6A-Z¥BLEMHELGHE 1. 2007 financial information of the Group
(HAr: ARNFIZ) (UNIT : RMB000)
BEAN Operating profit 885,950
A Total Profit 1,004,123
B Y B 2y W) B R R Net profit atiributable to shareholders of listed Company 558.142
5 B8 A 1 2 ) B RO 30 Net profit atiributable to shareholders of listed Company
Ik 8% R 10 25 69 TR after deduction of extraordinary profit and loss 410,462
8RR & i Sk A Net cash flows from operating activities 1.094,094
RSN HENETA A Note: Extraordinary items include:
l. -fil‘i W EEMBEH % Gains on disposal of non-current assets 11,494
2 Rt AR BE A EE » RELAS Government subsidies included in the profit and loss
XEFEDHN - AR R A of the period, but excluding government subsidies
A2 W Bk Ak 6y AT R B B A closely related to the business of the Company and
are of fixed amount or fixed quantity in
accordance with the State’s unified standards 96,202
3. B b B2 Ah L Rl B AN ¥ TR Other net nen-operational income and expenses
excluding the above items 10,477
4. B HE R 1% 4R 40 62 W B Write-off of opening balance of welfare funds payable 57,550
5. M HENERANER R Income tax effects on extraordinary gain and losses (28,043)
At Total 147,680
2, ARBEMEFHBROSESMARA A LR 2. The financial statements of the Group are prepared under

5% B4 S B e SR I A U B U AR o BT
PARASEEZ EEHERMATRGH BT
EER -

Hong Kong Financial Reporting Standards ("HKFRS™) for
disclosure purposes of its H Shares listed on The Stock
Exchange of Hong Kong Limited. These standards are
different from the generally accepted accounting principles

statements of the Group.

in China ("PRC GAAP") adopted in the statutory financial

ZEFLEER R |
ANNUAL REPORT 2007 TSINGTAO BREWERY CO., LTD.
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(HEfir + A [WEFIT)

(UNIT: RMB000)

W R AR A

TSINGTAQ BREWERY CO.,

LTD.

BAm Wrina
Net Profit Net Assets
E3] -] LR e PN
HiH Current Last Opening Closing
Item period period balance balance
R Under PRC GAAP 558.142 436.958 5.228.197 5.509.185
g kLR R i R g Separation and aggregation
SEEAH under HKFRS:
R o B o R Bk AT Additional provision for
B U B R A AR deprecialion charges
ARG ERTEAD N required due to
fF 4 W % o difference between the
accounting for assets
valuation under PRC
GAAP and HKFRS (18,434} (366)
JE A Others (797) 11.275 19.232
4 7 e A 4 L) Under HKFRS 338,911 447.867 5,247.429 5.509,185
3. B 2430 T A 8 ik} 3. Principal financial data and financial indicators
(BAy : A RBEFE) (UNIT: RMB 000)
2006 2005
AEs
Ak HEH CREED AB W
After Before After Before
FEGHEA Major accounting information 2007 adjustment adjustment adjustment adjustment
{unaudited)
B A Operating income 13709220 11,832,850 11,832.850 10,175,195 10.175,195
| A Total profit 1.004,123 616,247 614,812 536,806 528328
BERBARBEN Net profit attributable 1o shareholders
fRAIH of the parent §558.142 436958 434897 312437 303958
Bf g B B 0 W L Net profit attributable to shareholders
MREEHHABNBAMA o the parem after deduction
of extraordinary profit and loss 410,462 354.253 352,192 253,373 246,894
JeARER R Basic profit per share 0.4266 0.3340 0.3324 0.2388 0.2323
BRERWE Diluted profit per share 0.4266 0.3340 0.3324 0.2388 0.2323
MRESREHBEGNEEL  Basic profit per share after deduction of
AR % extraordinary profit and loss 0.3138 0.2708 0.2692 0.1952 0.1887
AHBHITENTE (%) Fully diluted return on net assets (%) 10.13 8.36 8.33 6.32 6.15
T £ R A M A ) Weighted average return on net assets (%) 10.41 5.64 8.60 7.06 6.81
mRESFHEREESE Fully diluted return on net assets after
BEFREUER (%) deduction of extraordinary profit and loss (%) 745 6.78 6.74 517 5.00
RES B E M Weighted average rewurn on net assets
¥HEunEdaRie after deduction of extraordinary
profit and loss (%) 7.65 7.06 6.97 3.81 5.53
BEFHELENBEENRIFE  Net cash flow from operating activities 1,094,094  1.127.832 1,127,832 LI80.576  1.180.576
HREBEGREMNE Net cash flow from aperating activities
WA B E per share 0.84 .86 (.36 0.90 0.90
M Total assets 11,545,235 9.560.722  9.589.433 9555729  9.589.117
BEREAVARRHE Equity (or shareholders’ equity) attributable
to shareholders of the parent 5.509,185  3.228.197 5223722 4943844 4941430
B BRI BN Nel assets per share attributable to
GRBRE shareholders of the parent 42) 4.00 3.99 3.78 378

et = JLT L
ANNUAL REPORT 2007




5 9 1A R i 2 58 A A B 4. Change in shareholders’ equity in the reporting period
g q g
(B4 - ARNFI) {UNIT: RMB'000)
REREAHRHAR
Attribatable to sharehalders of the parent
3.1 1
KIRAN  ABRE ARRK i
BE TAER BRER U HNEN 1 Tatal
Share Capital Surplus  appropriated  Translation Minority shareholders’
L lems tapital reserve reserse profits difference interests equity
B (ESER) Opening balanct (restated) 1308200 2854810 476,711 583710 4737 453057 568135
F ¥ ) Incease in the period 9,755 18488 558,142 §98 55,806 843,189
)4 Decrease in the period (306.306) (090 (36208
Bxg Closing balance 1308219 1864563 95319 835,546 5.635 419,151 5988335
BERE : Reasons for changes:
(1) TERAE : KEMLHHTHERN G SR (1} Capital reserve: Increase in the year represents the
MR recognition of available-for-sale financial assets;
(2 AMEART: KEKMmMAAE NN QgL (2)  Surplus reserve: Increase in the year represents the
Rl surplus reserve appropriated in the year;
3y AARMAT : KEWMAARENBRAEE (3)  Unappropriated profits: Increase in the year represents
PRARIWTFANN REK P HARERR the net profit attributable 1o the parent realised this
BREARIKEASEBRF year. Decrease in the year represents the appropriation
of surplus reserve and distribution of dividends;
4y SPWmEBIER  KEHMMEMRM AT {4)  Translation differences: Increase in the year represents
SR ERAED the recognition of translation differences of
subsidiaries;
(5) A ARACHIE ¢ AU B By o SR RO (5) Minority interests; Increase in the period represenis

BEBRESARE - ZMRI AR
£ o

ANNUAL REPORT 2007

profit and loss of minority shareholders and
contribution from minority shareholders, while
decrease in the period represents the distribution of
dividends,
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Mr. LI Gui Rong
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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 end 31 December 2007 for your kind review.

Analysis of Domestic Market

[n 2007, the domestic brewery sector maintained its continuous
growth. Its annual sales volume reached 393.1 million hl with a
year-on-year growth of 13.8%, which enabled it to become the
country with largest beer production and consumption, and one
of the fastest growing markets in the world for the fifth
consecutive year. At present, China’s beer market is still in the
phase of integration, and the prospect brought about by the rise
in consumpuion has caused the domestic and international brewery
magnates to increase their investments in China. The production
capacity was increased through mergers and acquisitions, new
construction and expansion, which led to fiercer competition and
a more centralized market. In 2007, the market share of the top
10 domestic beer producers reached 64%. The moderately
tightened financial trend in China and the rising price of raw
materials for beer production in recent years brings great pressure
to the beer producers, and the profit of the industry remains low,
Despite of these factors, as there is still a relatively big disparity
in per capita beer consumption volume between China and other
developed countries, the leading enterprises in the beer industry
still have great room for development with the increase in national
consumption level.

IRPLEEE | . WOMEBH G R A
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Steady Growth in Operational Results

In 2007, the Company further improved its corporate governance
and internal risk control system by focusing on its annual work
guideline, and achieved better operational results by deepening
organizational reform, optimizing resource utilization and
strengthening brand promotion. etc. This year, the Company
realized a sales volume of 50.5 million hl, representing an increase
of 11% compared 1o 2006, among that the sales volume of the
principal brand reached 19.3 million hl, representing an increase
of 19% compared to the previous year. Calculation in accordance
with the HKFRS revealed a sales income of RMB13,530 million,
representing an increase of 15.9% compared to the previous year;
profit attributable to shareholders was RMB540 million,
representing an increase of 20% compared to the previous year,
which continues to show a good development trend in which the
growth in profit is greater than the increase in sales income,
which is in turn greater than the increase in sales volume. The
Board of Directors proposed to distribute dividend in cash for the
year of 2007 with an amount of RMB0.22 (A-share including
tax) per share.

Continuously Deepening Organizational
Reform

Based on an analysis of the future competition situation, the
Company has carried out organizational reform and business
rebuilding process with the principal aim to improve its value
chain. It has carried out specialized division of work for the
Company’s headquarters and its 7 original regional sales
companies based on the overall value chain of the Company, and
established a centralized management structure with 3 centers,
namely, investment. marketing and manufacturing. building an
organization with “integrative structure, resources gathering,
specialized work division and consistent implementation™. To
ensure the smooth implementation of the organizational reform.
the Company implemented team building, financial control and
risk prevention measures to ensure the steady promotion of the
reform. The organizational reform will give an impetus in
improving the Company’s core competitiveness, operational
efficiency and stralegic cooperation impacts.
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Implementation of Strategies of Integration
and Expansion

In recent years, by focusing on the internal systematic integration,
the Company has been improving its management ability which
helped to establish a sound basis for future development. Under
the latest competitive situation, the Board of Directors of the
Company has formulated a development strategy of integration
and expansion to speed up its development. The year of 2007
was the first year in which the Company has implemented its
latest development strategy. Under the direction of the Company’s
overall strategy, a series of projects of new establishments and
expunsions like Tsingtao Brewery Company Limited No. 3, Jinan
Company. Chengdu Company were successively carried out, which
led to an increase of 8 million hl in the Company's total output
capacity within the year. The Company will maintain its leading
position in the national beer industry through more intense market

development.

Strengthening Olympic Marketing,
Accelerating Brand Integration, Increasing
Brand Impacts

In 2007, the Company further carried out QOlympic marketing
activities in the theme of “Passion with Olympics”™. It effectively
promoted the implementation of the Company’s Olympic
marketing strategy. and raised its brand impact and reputation
through the activities of “Tsingtao Beer » City Show” and
“Tsingtao Beer » [ am the Champion™. The carrying out of the
“143" brand strategy led to a higher brand centralization level,
and the sales volume of its top 4 brands amounted to 76% of its
total sales volume, which is 8 % higher than that of the previous
year, and the sales volume of the high-end products like draft
beer and canned beer increased by 23% compared to the previous
year. According to the results of the “Top 10 Chinese Global
Brands Survey” announced by the UK “Financial Times”, Tsinglao
Beer was awarded the “Top 10” for the second time and its ranking
rose from No. 4 to No.3. In addition, Tsingtao Beer was ranked
No. 1 in 4 areas, namely, brand value, brand quality, product &
service, and brand value overseas rank, establishing an image of
high-end brand in the global market.

WRmARGTRAT
TSINGTAO BREWERY CO., LTD.
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Energy Saving and Operation with Integrity

As a beer producer, the Company takes its social responsibilities
seriously by saving energy and protecting the environment. For
years, the Company has been following the principle of “Reducing
Waste, Recycling and Transforming into Resources”, and
continuously carries out clean production and develops a
sustainable economy. [t was alse the first, among the domestic
beer industry, to be authenticated by 1SO14001, CHSASI18001
and HACCP, and was awarded “Model Enterprise of Cleaner
Production™ by China Cleaner Production Center. Compared to
the previous vear, in 2007, the Company’s factories’ total water
consumption decreased by 10.37%, its electricity consumption
decreased by 6.95% while its standard coal! consumption decreased
by 9.89%, making contributions to the harmonic development of
the enterprise and the soctety.

Outlook for 2008

For the year of 2008, we will face the opportunities brought
abeut by the rapid development of China’s economy, but on the
other hand, we will have to meet the challenges of increasing raw
materials price and fiercer competition. Therefore, the Company
had laid down its working guideline as “Deepening organizational
reform, gathering resources, integrating the capabilities, and
building a centralized supplying platform: strengthening
operational integration, insisting on cooperation, ensuring the
implementation, and establishing a powerful competitive system™.
The Company will adjust and improve its policies and work
procedures through deepening its organizational reform, and
establish the Company’s core competitive system by adopting
more professional reform management, The Company will promote
the projects with full strength using proceeds from RMB 1.5 billion
of bonds with warrants to reach its actual production capability
in time, so as to enlarge its production and sales scale, and improve
its profitability.

The 2008 Beijing Olympic Games is coming soon. It is a great
event for the world. and also an important opportunity for
marketing. As the official sponsor of the Games, Tsingtao Brewery
will continue to increase the brand impacts and market share of
Tsingtao Beer through a series of Olympic marketing activities
in the theme of “Being Passionate”,

In 2008, the Company will strive to achieve a total beer sales
volume of 57 million hl, with Tsingtao Beer accounting for 22
million hl. The Board of Directors believes that, with the efforts
of the management and all staff, the Company would achieve
faster development and reward all of its sharcholders, clients,
staff and the society with good results.
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To all shareholders: The 5th Board of Directors will expire in
June 2008, so it has proposed a list of new Board of Director. 1
have decided not to take position in the next Board of Directors
due to my age. With your great supports and affection, I have
worked as Board Chairman for 12 years since 1996. | am pleased
that we have witness together with our friends from all around of
the society Tsingtao Brewery's fast growth in the principle of
sharcholders’ interests taking the priority and with the joint efforts
by me and the board members in the past 12 years, whose sales
volume increased from 3.5 million hl in 1996 to over 50 million
hl in nowadays, together with the great increase in operational
results. [ sincerely feel thankful to all of the Directors as I truly
know that we could not achieve such results without joint efforts
of them. Therefore, hereby 1 would like to express my sincere
gratitude to our shareholders, investors, business partners,
dedicative management team and staff for your great supports in
the past.

May Tsingtao Brewery have more glorious achievements under
leadership of the new Chairman.

Chairman

L1 Gui Rong

Qingdao, the People’s Republic of China
21 April 2008

:33&:%‘—#’4&' theARBAERAT
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Mr. JIN Zhi Guo
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I. Operations of the Company

The Company is mainly engaged in the production and sales of
beer, while its subsidiaries and associated companies are mainly
engaged in the production, sales and domestic trade of beer.

The Company is one of the largest beer producers and distributors
in China.

Nearly all turnover and profit of the Group are generated from
the production and sales of beer.

1. The Company’s Revenues from Principal Business by
Geographical Markets (calculated in accordance with

PRC GAAP)

ety - ARMFIL

RMB 000

R BREA B ESENM (%)
Region Business Earnings Increase/Decrease (%)
HE W Qingdao 5,724,205 30.9
R CREHE) Shandong Province (excluding Qingdao) 2,111,182 17.2
B4k H B North China 2,580,529 3.7
FE T M B South China 4,315,098 S 203
Hoa Exports 345,943 e 5.9
a it Sub-total 15,076,957 18.1
oA MEARMAME2E  Less: Intra-group set-offs 1,547,065 41.8
&3 Total 13,529,892 / 15.9

U B - 40 BT R Y A 8 R OSIE T KWL -

The sales of beer in Shanddng Pravince and South China recorded

greater growth compared with that in 2006,

ZETLEeH
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2, HEERTAANESENRRARR (BIREAN 2. Operations and Results of Main Controlling Subsidiaries
1 37) (calculated in accordance with PRC GAAP)
BRBARF=KTF 5 AMNE Information of Top 3 Subsidiaries with Largest Profit

WL 0 ARMTT
Unit: RMB'000
FRULB b R R BaMN
Name of Subsidiary Business Nature Total Assets Net Profit
IR I T R G A R R BN EE R 1,023,378 124,122
iRAH
Shenzhen Tsinglao Brewery South Domestic Trade of Beer
China Sales Company Limited
WESE (R ARALE PR A R 532,029 80,005
Tsingtao Brewery (Zhuhai) Domestic Beer Production
Company Limited and Sales
FYFERERNARAE i B R A 734,976 63,764
Shenzhen Tsingtao-Asahi Beer Production and Sales

Company Limited

3. RENKNEERRERMFLAGR 3. Main Suppliers and Clients
() EAFAMWEAHEFHSHANEHSER (1) The total amount of the Company’s purchase from
2 R4 HE R B MR 9.6% - its top 5 suppliers accounted for 9.6% of its full-year

purchasing amount.

(2) ALATIHWHAFEEHHMEATGELARS (2)  The total amount of the Company’s sales to its top 3
HBMM6% - clients accounted for 6% of its sales amount in
aggregale

WMEMA RATERT - BUAEBRALE During the reporting period, Directors, Supervisors or their
TR LTARD SR 22 R EEEEG Lt associates ot any shareholders who held more than 5% of the
ZHEHRNGUHBERIEE - Cmpany’s shares did not hold any interests in the aforesaid

suppliers and distributors.

T I1. Profit Distribution

MPEAERRARE_BRFLEHFAZ+—HILEE The Board of Directors proposed a final dividend of RMB0.22

TREAWB LR AR¥22T(ARER) » JLiRA (A-share including tax) per share for the year ended on 31

BRAMAEHT - LRARKHBRABELT % December 2007, and carried forward the remaining distributable

F-CAEBE R HUAE fr A R o profits to the next year. The aforesaid proposed dividend is subject
to the approval by the 2007 Annual General Meeting (“AGM™) of
the Company.

HORAEGARLH ZTFLEEH
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= e III. Reserves

48 0 AR 4 6 Be M8 B A R D R B PN B B RS Details of changes in reserves of the Company and the Group

B(HEFBUHREPWERR) Fd17- during the reporting period are disclesed in the Note 17 to
Consolidated Financial Statements (prepared in accordance with
HKFRS).

Pu . i AR 58 W K 3R A UL IV. Changes of Share Capital and

Information of Shareholders

1. There were no changes of share capital during the

1. #HERAANAARRASIE - reporting period.
AL F] LAAE A S P B G0 69 0 1 TR AT H O Wr L Based on the public information which is know on the last
PR AN RBABENARNER AR - X actual practicable date before the annual report is published,
AFRMABRRRMCERE(FERSG LR which is also known by the Directors of the Company, the
Rea@s bwsimy (CLHRAP) MER- number of the Company's shares held by the public bas

been satisfied with the requirements in the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the "Listing Rules” ).

WEEEMK - BEARLHAAT The structure of share capital by the end of the reporting period
is as follows:
WAoo g
Unit: Share
5 mk
End of
Reporting
Period
- ARWERE (AR 1. RMB-denominated Ordinary Shares (A-share)
1 77 B SR . Listed Shares with Sales Restriction 417,394,505
2+ R FRH O R O R 2. Listed Shares without Sales Restriction 235,755,495
- EA R (HER) 1. Overseas Listed Shares (H-share) 655,069,178
it S 8 Total Shares 1.308,219.178

- v BN A
ANNUAL REPORT 2007 TSINGTAO BREWERY CO., LTD. 17
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2. BEWHTH

(1)

BEHEARRUEBELE36879F » JHha (1

e BB 336,509 s HIRREHI3705 -

BEMA - AATRIKAERRERHZTR

BALTR B WL BN -

Report of the Directors

2. Shareholders

As at the end of the reporting period, the total number

of shareholders of the Company was 36,879, in which
36,509 were holders of A-share, and 370 of H-share

During the reporting period, sharcholders of the

Company did not or did not agree to give up
arrangements of any dividends.

() REM AL TN B RSB R {2) The shareholdings of top 10 shareholders of the
Company as at the end of the reporting period
Wy g
Unir: Share
B K H R - 3:4:4
Shares Held (%)

A ¢ 1y B O at the End of Holding B EH

BAUER Increase/Decrease the Reporting Percentage Class of

Shareholder’s Name within the Year Period (%) Shareholder

FToRARETRAF 0 399,820,000 30.56 AREHHE

Tsingtao Brewery Group AR

Company Limited A-share

with sales

restriction

BHEVREFRAANARAN +2,990,699 298,256,072 22,80 HER

HKSCC Nominees Limited H-share

A-B Jade Hong Kong Holding 0 261,643,836 20.0 HIE

Co, Ltd. H-share

Law Debenture Trust (Asia} 0 91,575,342 7.0 HE

Limited H-share

THEREEFRITELF 17.574.505 1.35 TR R

China Jianyin Invesiment Company Lid. ARt

A-share

with sales

restriction

ZHHRES-FALAS 15,000,000 1.15 Al

National Social Security Fund 108 A-share

FEAREL T HS 10,749,300 0.82 Al

National Social Security Fund 102 A-share

WEEEITRRYRRRTES 9,000,000 0.69 Al

Boshi Thematic Sector Equity A-share
Securities [nvestment Fund

KEESGREBHFEEES 8,194,667 0.63 AR

Dacheng Blue Chip Steady A-share
Securities [nvestment Fund

ZHEEREE—-FALEG 7.000,000 0.54 AR

National Social Security Fund 106 A-share

oW ERETRAR Z¥FEESH
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B 30 KA 2 | 0 4 A R R R Y
TS A L

B A AR

Shareholder’s Name

(3) The shareholdings of top 10 holders of listed shares
without sales restriction of the Company as at the
end of the reporting period

TR SEHFAVHAERAF
HKSCC Nominees Limited (Note)
A-B Jade Hong Kong Holding Co.. Lid.

Law Debenture Trust (Asia) Limited

SRS - FALAS
National Social Security Fund 108
LEEREE-F 4N
National Social Security Fund 102
W ETERSE A RTES

Boshi Thematic Sector Equity Securities Investment Fund

KBS R RTER

Dacheng Blue Chip Steady Securities Investment Fund

AEMRES—-FNEN
National Social Security Fund 106
WOBBMREBIIR BRI EE

Huaxia Advantage Growth Equity Securities Investment Fund

THHEREE—F4H

National Social Security Fund 103

Anheuser-Busch Companies. Inc. ([A-B2
W) R IL & W BT B B A W A-B Jade
Hong Kong Holding Co.. Ltd. ([ A-BTF 5 ])
R4 261,643,836 HAZ MR 1} = Law Debenture
Trust (Asia) Limited ([ 24T A 1) R E 4
RERRHFHA 575302 HIR B » I 4%
Vi K o BR Y 2 o 11 v AT O RE SR AR 4 4
FURl s BRI B
HRE - MaoREFBAXTHIZABL
TR A o

S A R i F e o
M~ BT -+ % 5 10 R Y IR0 00 B B R 2 1)
AEEFRLCHBHFER—SITHA -

JEAr : R

Unir: Share

A7 I B 1 e £ AR £ @ Nt g ok
Listed Shares Held Class of Shares
298,256.072 HE
H-share

261.643.836 HAL
H-share

91,575,342 HZ
H-share

15.000,000 Al
A-share

10,749,300 AR
A-share

9.000.000 Al
A-share

8.194,667 A
A-share

7.000,000 AR
A-share

5,721.660 AR
A-share

5.500.000 Al
A-share

Anheuser-Busch Companies, Inc. ("A-B Company™) helds
261,643,836 H-shares through its wholly-owned subsidiary A-B
Jade Hong Kong Holding Co., Ltd. (*A-B Hong Kong™). Law
Debenture Trust Asia Limited (“the Trustee™) is arranged under
the entrusted voting to hold 91, 575,342 H-shares, and exercise
such voting right under the written instruction of the State-owned
Assels Supervision and Administration Commission of Qingdao,
while the financial interests including the dividends, profit
distribution and payments delivery of these shares are processed
under instructions of A-B Company.

In conclusion, the Company is unaware if there are any other
associations among the top 1) sharcholders and the top 10 holders
of listed shares without sales restriction are parties acting in
concert.

SRR LESH
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4

(5)

Vi8R Wi R B AT B2
TSINGTAO BREWERY CO.. LTD.

5 P JEE AR 4T R (4y  Change of Controlling Shareholders
BEBN  AATHEEREVLTEES During the reporting period, SASACQ, the controlling
I 5 AR A ] (03998210 BE 59 ¢ Rk I £ S sharecholder of the Company unconditionally
BUREHTHF —FERFELEATRL W transferred 399.820.000 shares of state-owned share
(THRIBEMATD A - HHAABEKRH in the Company to its wholly-owned subsidiary
BUHOABEE TR HEZAG Tsingtao Brewery Group Company Limited (‘TB
e ERAFHEBEANPRBEERH Group Company'). The transfer of the subject state-
ERAVTRPWMAFGMENKBAESE » B owned shares has obtained approval from SASAC,
20074E4 H A F SE B WS 5 P BT - and waiver of tender offer from Securities and Futures
HE B R AT AT R 200742 H 6 A - Commission in Hong Kong. The procedures for the
SH2THRAH VI HESE NSNS A - shares transfer was completed on 4 April 2007. For
details of the subject for the shares \ransfer, please
refer to the announcements disclosed both at home
and in abroad on 6 February 27 March and 11 April
2007.
HR =2 B g e {5) Substantial Shareholders of H-shares
20074120318 » BTFRA LS - R4 Save as disclosed below, the Directors of the
ELE R N E i RPN N T Company are not aware of any persons other than a
BEdf - W Ar B A B s fi P B R A BL A Director or Supervisor or chief executive of the
BNk - TE A2 R 6 B A BN £ o B Company or his/her respective associate(s) who, as
A B AT o TN S 2 T R A at 31 December 2007, had an interest or short position
(BHEBEARAY (FHERT571T) in the shares or underlying shares of the Company
(TG B LT R 6) 1) S0 33600 T 5 17 19 3 which was recorded in the register 10 be kept under
ESL 8 Section 336 of the Securities and Futures Ordinance
(Cap. 571. Laws of Hong Kong) (the "SFO"):
B/ HR KRB HABHEZ
B BAZTE AR [iE:L:A
Number of Asa Asa
shares/ percentage of percentage
AR i34 B YR 33141 iR underlying the entire of all
Name Nature Class of Shares Capacity Note shares issued capital H Shares
HATREE K8 AR R i 359.820,000 30.56% A
SASACQ Long Position A-Share Corporate ARt NiA
A-Shares
KA HE KIS 2 353,219,178 27.00% 53.92%
Loag Position H-Share Section 317 HE
Agreement H-Shares
A-BAH gh HEt HREE/ 12 353,219,178 21.00% 53.91%
A-B Company Long Position H Share I YN HE
Corparatef H-Shares
Beneficiary
of a trust
iy:) Al RN YT I 399,820,000 30.56% FER
Long Position A-Share Section 317 ARt NIA
Agreement A-Shares
2 SRR
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BE/HR kA AL £ WEBHR2
Rit&H BAZHRE ARk
Number of Asa Asa
shares percentage of percentage
i@ 4] 383 KRG H it underlying the entire of all
Name Natore Class of Shares Capacity Nole shares issued capital H Shares
JPMergan 34 HK EsEEEES 3 46.119.051 3.53% 7.04%

Chase & Co. Lang Position H-Share RuEHA/ HE

gnsg/ H-Shares

REFA
Interest of contrelled

L3 HE corporations! 23,093,020 L11% 1.53%

BB mEE  H-Share Beneficial Owner/ HE

Interest in Investment Manager! H-Shares

4 lending pool Custodian

®n HER THHEHEHA 236.000 0.02% 0.04%

Short Position H-Share Beneficial Owner Hi

H-Shares

i 8 Notes:

(1) TR TITEE E E RA-BA W B 20024 10)] 21 (1} An undertaking agrecement (“Undertaking Agreement™) between

BT MR (TR HMELD > #l
CRL R I T HE0 78BN B
E - RESEENE > HINEERMIE
o] bt ol A BE— O« Y TR Ty BEAT 4 fALUL A
= fE U U SR A AT R AT T B £ 2 -
BEEV TS - A-BAT RTFLDWN
1R B2 R 2007464 5 190 F 3T o (B
F20024E 10321 H BT 2 7R 3 2 17 W)
S ERY - VT Kyl B YT oM AR B R
TZHAEERRBARSRTAH —
TR O 0 418 1 A7 B4 W) IRAC o 7 K i R P
FHAT 0 b AN Y D AR B 200744 H 411
HABTVRRRREARAT - BRI
TN R AR A W R 20078261 -
IA27H AR LI e W A R i 82 2
4o

HRAhA-BA W AR M353,219,178
BHR LRI BB ERHEAREN -
W 91.575.34 28 HIR ¥ (B 0E e ik B )
Fe BT ik ZLA -

2y

(3)  JPMorgan Chase & Co. M B X W

B 45 A 5 5 45 48 26 A ob RO P JBE 44 R 54T o

(4) AFEERAENENEBRRSEEH - NS
P 7 ot 42 B RS AT AR AT R A 0 ([ i 38
Bt 1} 8 38 (www hkex.com.hk )T BY [ 1% 6% HiE
- AR

2)

)

4

SASACQ and A-B Company dated 21 October 2002 constitutes an
agreement under section 317 of the SFQ. For the purposes of Lthe
duty of disclosure, in the case of an agreement to which section
317 applies, ¢uch party 1o the agreement is deemed (o be interested
in any shares comprised in the relevant share capital in which any
other party to the agreement is interested apart from the agreement.
According to the Novation Agreement in respect of an Undertaking
Agreement dated 21 Ocrlober 2002 signed between SASACQ, A-B
Company and the Tsingtao Brewery Group Company Limited on
19 April 2007, all rights and obligations of SASACQ under the
Undertaking Agreement have been novated to its whaolly-owned
subsidiary, the Tsingtao Brewery Group Company Limited. All of
the aforesaid A-shares held by SASACQ were also transferred to
the Tsingtao Brewery Group Company Limited on 4 April 2007.
For the details of the transfer of shares, please refer to the
announcements published in the PRC and Hong Kong on 6 February.
27 March and 11 April 2007.

The 353,219,178 H-shares which were deemed to be interested by
A-B Company were held by its wholly-owned subsidiaries. Of
which, 91,575,342 H-shares were allotted to a vuling trustee
pursuant to the Voring Trust Agreement.

The Shares in which JPMorgan Chase & Co. was deemed 10 be
interested were held through various intermediate holding
companies.

For the latest disclosure of imerests filings for the Company’s
substantial shureholders, please refer to the “Disclosure of lnterests’
section on the website of Hong Kong Exchanges and Clearing
Limited (“"HKEx™) (www.hkex.com,hk),

ZEFRLERH
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HEAFASBEDE R BATARM
FZoMP AR HHFHE N GHEN - 20074
WARHEMW ST EREGT- =K frRFR
B B+ A B aR s MEHRIRED
A UE AR AR TR o [T A O R T AE R Y LRI
FHETONIE R L A T RN - BEF 3 ER
AeB kAR MR A s a
R MESST AL BHNER - LS
FEALZ M AT SRt AREABRN
GHIWHIE -

TRV N EPE AL T AT L #2007
SEICH22AMHERE N EE IR -

Bt » JCERTNOF - B R AT H N LI MR AP
B - ££ 0145 B 200545 6 F1 23 R % 200748 1 HU4E
THM2HLL -

2007 -~

B o IR 4 3. Pre-emptive Right

AR 45 ) R R o ) T MR IR O S R R ) B There arc no provisions concerning pre-emptive rights in

E 0 B4 AR A T 6 R S R H L 1) BT R B the Company’s Articles of Association or any of laws in

WG o FATG o AR 20 U SR L i AR R B B China. therefore, the Company must firstly issue new shares

F DRI M B - to its existing shareholders in accordance with the
percentage, however, the Company has to abide by the rules
concerning pre-emptive right in the Listing Rules.

B B -BUEHMABME V. Directors, Supervisors, Senior
T Management and Staff
WP - BRI ERADSH 1. Changes of Directors, Supervisors and Senior

Management

To take the scheme of orgunizational reform into practice,
and vnder nomination by the President of the Company
and review by the Corporate Governance & Remuneration
Committee under the Board of Directors, the [3th Meeting
of the 5th Board of Directors held on 23 October 2007
considered and approved to employ Ms. YAN Xu as
President of Marketing; Mr. FAN Wei as President of
Production and Operations, and his former position as Chief
Brewer was released accordingly; Mr. DONG Jian Jun as
Chief Brewer; Mr. YU Jia Ping as Vice-President of
Production and Operations: Mr. LU Wen Jin as Vice-
President of Marketing; Mr. YANG Hua Jiang as Vice-
President of Marketing. The service term of the above
members of senior management begins on the date of
appointment by the Board of Directors and ends on
expiration of the term of the current Board of Directors.

Mr. YU lJia Ping was approved to resign from Supervisor
on 22 October 2007 as being member of senior management
of the Company.

Besides that. there were no changes on other Directors.
Supervisors and senior management. Their service term is
effective from 23 June 2005 to the date when the 2007
AGM is held.

Ry o AT T RE A
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W - EFANRITNALARREY 2. Changes of Shares Held by Directors, Supervisors and
Senior Management
MGr B
Unit: Share
100 0 ¥ B #EYH MAHRE
Shares Held [ P | Shares Held B i B
[ ¥ nE at the Beginning Changes at the End Class
Name Position of the Period (+/4) of the Period of Share
R Birdip - ¥HHAR 1840 0 1840 AR
SUN Ming Bo Executive Director, A-share
Executive Vice Presidemt
MRS Wi 5894 0 5894 AR
LIU Ying Di Executive Director A-share
.3 ERERABR 4,576 -1,100 3,476 Al
FAN Wei President of Production A-share
and Operations
1T RIS 9,430 -2,330 7,100 Al
HUANG Zu Jiang Supervisor as Swaff Representative A-share
222 B 1179 0 1179 Al
ZHANG Xue Ju Vice President A-share
Wm s % 2358 0 2358 AR
CAOQ Xiang Dong Vice President A-share
i BRRG 92 0 92 Al
DONG Jian Jun Chief Brewer A-share
i RHBAR 78 0 78 ARt
LU Wen Jin Vice President of Marketing A-share

BREZZSLEVL_AZS—HE - BLEAD
FEsh o ANTIMEE - BEEAEHTRARR
18 S B B B N S S A A 4 ) SR OGH B : I ( 3E
RLCRE 2 B B T B ST XV B I St X R B L) 1
P~ AR R B AV 2 i P BEMT U foT MR AR R iR
foMESEHEERROLERBGER LK
Ry 535208 20 F 1 47 ) B A I BT G % B4 2K 1K 3
(LW B M8t BTl 2 (Ll T AT AT
RHFZHHEQTAN (TERRFID ) @RAL
ARFEBHELERMATRAT -

As at 31 December 2007, save as disclosed above, none of
the Directors, Supervisors and senior management of the
Company and his/her respective associate(s) have any
interests and short positions in the shares, underlying shares
and debentures of the Company or any associated
corporations (as defined in Part XV of the SFO), which
was recorded in the register required to be kept under section
352 of the SFO or otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited pursuant to the
Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code™) included in Appendix
10 of the Listing Rules.

Z¥TLESEN
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AL T T AR Sy ) BA Koo 2 i) T M KA F
TEds ~ B Ar B AT BN B R R AR W) B 4 B
REHOTAMMMELMBETESZZNTS
SRR o A2 W) T e BT O 8 FR O A E A
o WEFRBRBEEMAZRTRAREY 8
B SE KR AT 0 B L AT 2 o JU) A LGRS PR L2 T AR
MW@ AEE LR -

HEAe ~ B - VG AT AR A LLAE BE W AT B

AFBITEI M HIM R A G AR O HRB
B HE 2064 P 35 MR 80 T R AL IR0 AR DA B A4 R Y
ERASNMNEELHM > RTINS - B HE
o AMERERRCAGFRENMHE RS
IEERETRRG - AT HEHARNFHET TG
BAMSRAFMIE - ifFGTRAARE
BRI €7 LR A 3 AR AT M B AR I 8
TAERITETRECE BB HM -

The Company has adopted the Model Code and the
Administration Regulations of the Company's Shares held
by Directors, Supervisors and Senior Management of the
Company and its Changes formulated by the Company as
its codes of conduct and standards in respect of securities
transactions by the Directors. Specific enquiries were made
with all Directors who had confirmed that they had complied
with the Mode! Code and its codes of conduct and standards
regarding Director's securities transactions at all applicable
time during the reporting period.

Annual Remuneration of Directors, Supervisors and
Senior Management

The remuneration of the Executive Directors of the
Company is determined in accordance with the annual
remuneration schemes of members of Board of Directors
considered and approved by the Company’s general meeting,
Service Contract of Directors and the operational results of
the Company. Non-execuiive Directors, Independent
Directors and External Supervisors received annual subsidy
in accordence with the remuneration standard discussed and
approved at the general meeting. The remuneration of senior
management is determined in accordance with the operator’s
remuneration scheme approved by the Board of Directors,
and is determined after the performance appraisal conducted
by the Corporate Governance and Remuneration Committee
under the Board of Directors based on the Company’s
operational results and the individual work responsibilities
borne by each of them.

AFARLSEREE R 2007 cCTVH B+ AR HTE KA
Mr. Jin Zhi Guo, President of the Company, was eatitled “2007 CCTV
Top 10 Economic Figures™.

Vi R 6 T ML A A ZRRLEEH
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Hfr: AR®TE
Unit: RMB'000
S8 00y B A R 400 RS A (BT
"4 R Total Remuneration Obtained from
Name Position the Company during the Reporting Period (Pre-tax)
AR it 4r R 558.0
LI Gui Rong Chairman of Board of Directors
£EH MR - AR 570.1
JIN Zhi Guo Vice Chairman, President
Stephen J. BURROWS MEEE - FE@frHy 30
Vice Chairman, Non-executive Director
®U M BATH G - WA MR 442.9
SUN Ming Bo Executive Director, Executive Vice President
P ATy 388.9
LIU Ying Di Executive Director
#ER BATHE SR - MW - BEwm 398.9
SUN Yu Guo Executive Director, Vice President, Chiel Accountant
Mark F.SCHUMM AT E Y 30
Non-executive Director
RirE Wi 80
CHU Zhen Gang Independent Director
i # By 80
FU Yang Independent Director
%N ELifva 80
LY Yan Independent Director
% i B Baxfig 80
POON Chiu Kwok Independent Director
# 1 23 Braxm 80
SUN lJia Yao Chairman of Board of Supervisors
WL BIrEw 138.2
HUANG Zu Jiang Supervisor as Staff Representative
{E X1 £1 BTE 111.4
REN Zeng Gui Supervisor as Staff Representative
B e AL BR L EEY 30
Frances ZHENG Supervisor as Shareholders Representative
i g e HbHB B o 40
LIU Qing Yuan External Supervisor
G A T80 B e 40
ZHONG Ming Shan External Supervisor
%R EAERER 302.9
FAN Wet President of Production and Operations
B8 RHAR 518.0
YAN Xu President of Marketing
BB HY 2989
ZHANG Xue Ju Vice President
W ) B UESF 298.9
CAQ Xiang Dong Vice President
3 R ES 208.9
JIANG Hong Vice President
w"E X Ml 2 & 298.9
ZHANG An Wen Vice President
W BT 151.7
DONG Jian Jun Chief Brewer
F 3% F EEESNAR 151.9
YU Jia Ping Vice President of Production and Operations
BEOC & BHRAAR 405.2
LU Wen Jin Vice President of Marketing
B RHBER 228.4
YANG Hua Jiang Vice President of Marketing
ME e B TF - MR B AL 225.1
YUAN Lu Secretary 1o the Board of Directors,
Assistant to the Chairman of Board of Directors
aat 6.357.2
ZER-LESH WOh W R AR

ANNUAL REPORT 2007 TSINGTAQ BREWERY CO., LTD.

25



26

WO AN Report of the Directors

4.

T A B A AT A W)
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WeHr - BEAF - B AR AT ELA DY AE B ORLEG 2 AT DL

4, Positions Taken by Directors, Supervisors and Members
of Senior Management in Shareholders’ Company

na BHTLAR udidi] -1 T 5 5 508 R
Name Name of Shareholders’ Company Position Remuneration
TR WOGREMGTMAE fit v & #
LI Gui Rong Tsingto Brewery Group Company Limited  Chairman of Board of Directors N
swH VLR HRETRAR b 33 #
JIN Zhi Guo Tsingto Brewery Group Company Limited  Vice Chairman of Board of Directors N
e TTRRERBH ML M- BTAR #
LIU Ying Di Tsingto Brewery Group Company Limited  Director, Executive Presidem N
W% TRRHERTRAF Eleaxn ®
SUN Jia Yao Tsingto Brewery Group Company Limited  Chairman of Board of Supervisors N
s RN — & A AT WRAGT - A% P
Stephen J. BURROWS Anheuser-Busch International, Inc. CEO. President Y
ms KW —HHEBELE EHEREAMMABEHAR 7
Mark F. SCHUMM  Anheuser-Busch International, Inc. Vice President of Asia Operations and Development Y
IR Rl — iGN A R MBAE 7
Frances ZHENG Anheuser-Busch Asia, Inc. Finance Director Y

TN
BEREWA » ALTW (BF FETATD FERL
THahg a2 A s MBKE T B283A -

AT HRMEMT :

XA R

Professional Class

5. Staff
As of the end of the reporting period, the Company
(including its subsidiaries) totally had 28,542 staff, and
3,831 retired staff.

The composition of staff is as follows:

A®

Number of Persons

FHRERAH Administrative personnel 4,567
MHEAH Financial Personnel 856
ITHHEREAR Technical and Engineering Personnel 1,998
sEAR Sales Personnel 5,708
LERBAL Production and Services Personnel 15.413

AFMENLT  RED TG ERE  HIRK
A1 B AL E A TR L H OB T AR - SR AT
PREE - b - THIOREE - 77 RBE S B R
fToRE SRBARAERRRA -

AFEROTHEED - @B ITHENEEND
e HBARIEER MBI - ®A -
FIRAE B - FRE B SRR RA
BESHHEUKT - B0 TS set LR
WA QP EBBTS - 200748 Bt 20
HABIEI0316 AWK -

e ok LS
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The Company cases about its staff and protects their lawful rights.
It provides the working staff with social insurances including
pension, basic medical insurance, unemployment insurance, work-
related injury insurance, and maternity insurance, and pays the
insurance premium in full.

The Company takes seriouély about its staff’s education and
traimings by strengthening its estabiishment of education and
training system, and carrying out the practical, applicable and
effective training programs based on the Company's needs. The
contents of training includes: promoting the comprehensive
managing level of management team, improving staff’s
professional skills for their own pesition, and the continuing
education of professicnal technicians. In 2007, the number of
persons who attended the trainings reached 10316 person-time.
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VI. Directors’ and Supervisors’ Right of
Purchasing Shares

Save as disclosed above, neither the Company nor any of its
subsidiaries participated in any arrangements in any time of the
year which enabled its Directors and Supervisors to obtain
interests through purchasing shares or bonds of the Company or
that of any other organizations.

VII.Use of Proceeds

During in the reporting period. no capital was raised. For details
of use of proceeds from previous issuance of A-share, please
refer to the explanation of use of proceeds from previous offering
of the Company by the Board of Directors disclosed by the
Company on |2 November 2007,

VIII.Contractual Rights of Director or
Supervisor and Director Service
Contract

All Directors appointed by the Company have entered into service
contract with the Company. and do not enter any service contract
with the Company which will require the Company and its
subsidiaries to compensate the Directors when it terminates the
contract within | year after the contract is signed by both parts
(excluding statutory compensation). Besides that, neither Directors
nor Supervisors have, directly or indirectly. obtained any material
interests from any contracts entered into with the Company and
its subsidiaries within the year.

IX. Confirmation of Independence of
Independent Director

The Company has received annual confirmation letter from each
existing Independent Director on their independence pursuant to
Rule 13.3 of the Listing Rules, and still believes that, the aforesaid
Independent Directors are independent.

X. Purchase, Sales and Redemption of
Shares

During the reporting period, the Company or any of its subsidiaries
did not purchase, sell or redeem any of its listed securities.

During the reporting period, the Company or any of its subsidiaries
did not issue or provide any convertible bonds, options, warrants
or any other similar equities, nor exercise any rights of conversion
or subscription.
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XI. Major Subsidiaries and Associated
Companies

The details of the subsidiaries and associaled companies of the
Company are listed in the attached Notes to the Financial
Statements.

XII.Fixed Assets

Any changes of fixed assets during the year are listed in the
attached Notes to the Financial Statements.

XIII. Bank Loans

The details of bank loans as at 31 December 2007 are listed in
the attached Notes to the Financial Statements.

XIV.  Other Reported Issues

The summary of the Company’s 2007 Annual Report is published
on 22 April 2008 in Chinese and English respectively in Shanghai
Securities News, China Securities Journal, Securities Times, and
at the website of Shanghai Stock Exchange (www.sse.com.cn),
website of HKEx (www.hkex.com.hk) and website of the Company
{www.isingtao.com.cn). The Annual Report is prepared both in
Chinese version and English version, in case of any discrepancies
existing between the Chinese version and the English version,
the Chinese version shall prevail.

XI1V.  Auditor

During the reporting period and for the past 6 years.
PricewaterhouseCoopers Zhong Tian Certified Public Accountants
Limited Company and PricewaterhouseCoopers were appointed
as domestic and international auditor of the Company respectively,
and have audited the attached Financial Statements.

Representative of the Board of Directors
LI Gui Rong

Chairman

Qingdao. the People’s Republic of China
21 April 2008
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Dear shareholders,

1 hereby present the 2007 Report of the Supervisors of Tsingtac
Brewery Company Limited for your kind review.

In the reporting period, all members of the Board of Supervisors
actively maintained the interests of the Company, shareholders
and staff by seriously undertaking their responsibilities and legally
carrying out their authorities through iegal procedures and
pursuant to the Company Law, Articles of Asseciation and Order
of Meering of Board of Supervisors.

I.

ANNUAL REPORT 2007

Meetings and Resolutions

The Board of Supervisors totally held 9 meetings in forms
of site meetings and written resolutions during the reporting
period.

The 9th meeting of the 5th Board of Supervisors considered
and approved the cases including the Feasible Scheme of
Relocating Tsingtao Brewery Company Limited No. 3: the
10th meeting considered and approved the cases including
the Company's 2006 Annoal Report, and 2006 Work Report
of Board of Supervision; the 11th meeting considered and
approved the cases including the Company’s 1st Quarterly
Report of 2007, the 12th meeting considered and approved
the cases including the Company’s 2007 Interim Report;
the 13th meeting considered and approved the cases
including the Company’s 3rd Quarterly Report of 2007,

The 5th Board of Supervisors totally held 4 interim meetings
in 2007, respectively considered and approved the cases
including the Company’s Report on Self-inspection of
Specific Activities of Corporate Governance and Improving
Plan, the Company's Proposed Issuance of Bonds with
Warrants and Investments with Proceeds from the Proposed
Issuance of Bonds with Warrants; the affairs on the
Framework Agreement on Providing Equipments and
Installing Services for Greenfileds and Technical
Reconstructions by Tsingtao Brewery Engineering Company
Limited to the Controlling Subsidiaries and Plants of the
Company; the affairs on Related Party Transaction of the
Company Acquiring 23.9% of Shares in Tsingtea Brewery
Xi’an Hans Group Company Limited Held by Minority
Shareholders.

W O& R R A A
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1. Site Visits of the Supervisors

During the reporting period, the Board totally arranged two site
visits. It organized the Supervisors to visit Chengdu Tsingtao
Brewery South-West Sales Company Limited in the !st half year.
to understand the operations of the South-West Sales Company.
the competition environment and feasibility of greenfield in
Chengdu; and in the 2nd half year, it organized the Supervisors
to visit Tsingtao Brewery South-East Sales Company Limited
and its subsidiaries. to make research on the process of
organizational reforms initiated by the Company. The Supervisors
had a further understanding of operations and developments of
subsidiaries of the Company through listening to the reports from
the management and the above site visits.

III. Independent Comments to the
Concerned Issues

1. Compliant Operation

In the year, the Board of Supervisors attended and sat in
on the Annual General Meeting and Board meetings. The
Chairman of the Board of Supervisors sat in on the
of the Company
organizational reform, discussion on significant investments,

significant meetings including
meeting of annual work. Presidential meeting. [t thinks that,
the Company operates and makes decisions in legal
procedures and compliant manner: gradually comptetes and
improves corporate governance structure, internal
management and internal control in the operations: discloses
the information timely. accurately and transparently: its
Directors and all members of senior management are honest
and integrity, diligent and responsible, and is not found to
breach any laws, regulations. articles of association or
damage any interests of the Company. nor abuse their
authorities or damage the interesis of its shareholders and
staff when undertaking their duties.

2. Review of the Financial Conditions

In the reporting period, the Board of Supervisors believed
that. after seriously and carefully reviewing the Company’s
quarterly reports, interim report and annual report. the
Company’s financial statements truly and fairly reflected
its financial conditions and operational results in all
significant aspects, the financial accounting and financial
management were in compliance with the requirements of
the relevant State laws and regulations.
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Z) BE—-RkBELEHSHANN 3. Latest Use of Proceeds
BEMA - KAV EHEREMARES - Edg There were no proceeds from latest issuance of A-share.
Bl MKARSEHSERRAE  BHAFKHE The Board of Supervisors thought that, the use of the
Wi A BT HEMEN - proceeds for previous issuance of A-share was compliant,

which played important role in increasing the Company’s
CCONMOMIC earnings.

(W) |EBAATME - BRREANR 4.  Assets Sales and Purchase
BREHA s AF BT EWEGLEREHEAR During the reporting period, the Company acquired 23.9%
AT AEBERFo0MME - BEFEA - & of shares held by minority shareholders in Tsingtao Brewery
AT SN CHSERTRARDEKE Xi’an Hans Group Company Limited. The Beard of
Bl » WL B AR WAL E T Supervisors thought that, the acquisition of 23.9% of shares
BEENG— S FAARMBREE ; 8K held by minority shareholders in Tsingtao Brewery Xi’an
MEFHE  fRAen - RERAARTEAH Hans Group Company Limited by the Company would
HFAMBEREMEMNTS - improve the efficiency of decision-making, improve the

consistency of market operation in the north-west area,
which is in line with the Company’s developing strategy;
the process of acquisition is legal with a reasonable price,
and was not found any behaviors of insider transaction or
damaging the interests of the Company and its shareholders.

800m? DE BUREAUX *
2N 4 PARTIR 0E 200m? T
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() HENMRABZ AR 5.  Related Party Transactions
AR FEWBERUERAFAZEEANE During the reporting period, the providing equipments and
Byl TRA R AR R A R T 2 5 £ R installing services for greenfields and technical
, MEFEASE RS EHRESERTHETER reconstruction by Tsingtac Brewery Engineering Company
- oBEREY  BEHGZL - ZREEEAH Limited, the wholly-owned subsidiary of Tsingtao Brewery
BRSO AR AGHE HE Group Company Limited, to the controlling subsidiaries
o HERALAAMRARREN LR %S and plants of the Company was a related party transaction.
Bl EH BRSNS SNBSS o BAHE The Board of Supervisors thought that, the subject
ARAEERBCRE TEER > BEEREE- transaction was carried out in way of bidding, the price
20084E38 > HEWHILEARAFSHECH and payment method were reasonable; Tsingtao Brewery
WEAT - RBAFHZETLAT - Engineering Company Limited was strong in equipment

processing and installation, which could satisfy the technical
requirements in producing Tsingtao Beer in terms of quality
guarantee and after-sale services, therefore was the best
choice for the Company. In March 2008, Tsingtao Brewery
Engineering Company Limited was transferred to the
Company through the bidding, and became a wholly-owned
subsidiary of the Company.

20084  EF MR RBTERE - REAUER In 2008, the Board of Supervisors would carefully undertake
W BT AT - BERE THMFAIS - FEE ¥ our duties and responsibilities pursuant to the concerned
HARERA AR R T— RSB d TR laws and regulations, legally undertake our authorities to
MERF  BULERANEENRLIABY - maintain the interests of all investors. I hereby deliver my

sincere respects and thanks to all shareholders and our staff
for their care, support and assistance to our work in the

past year!
ERGgEE  HRHAR Chairman of the Board of Supervisors: SUN Jia Yao
ZEZASNAFNAH 18 April 2007
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Since the Company was listed on The Stock Exchange of Hong
Kong Limited and Shanghai Stock Exchange in 1993, it has been
improving its corporate governance structure and regulating the
operation of the Company in accordance with domestic and foreign
listing rules and regulatory requirements. The Company’s general
meeting, Board of Directors and Supervisory Committee undertake
their duties separately and make decisions independently,
supervise each other and maintain the balance of power among
them. The Board of Directors has set up 3 professional
commitices, namely Audit & Finance Commitiee, Strategy &
Investment Committee and Corporate Governance & Remuneration
Committee, which mainly comprise of external Directors
(including independent Directors), brining positive effect to
improving efficiency of decision-making of the Board of Directors,
and promoting the effective operation of corporate governance of
the Company.

During the reporting period, the Company had abided by the
regulations in the Code on Corporate Governance Practice under
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules” ).
The corporate governance measures taken by the Company are as
follows:

[. Board of Directors
1. Duties and Assignments

Under the leadership of the Chairman, the Board of
Directors exercises its management decision-making power
in respect of the Company's development strategies,
management structure, investment and financing, financial
supervision and control, and human resources, etc., and is
dedicated to realize the maximization of its shareholders’
value. The Board of Directors’ authorities in the Company’s
development strategies and management, and supervision
and inspection over the Company’s development and
operations have been stated in detail under the Order of
Meeting for the Board of Directors in the Company’s
Articles of Association and its appendices.

ZERZ2LEEH HHURARGTRAR
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The division of duties between the Chairman and President
of the Company has been clearly defined and stated in the
Company’s Articles of Association and its appendices. Mr.
LI Gui Rong serves as the Chairman while Mr. JIN Zhi
Guo serves as the President. The Chairman is responsible
for deciding the agenda of every board meeting, and
consulting other Directors before each meeting for any
proposals to be discussed in the meeting, and considering
whether to include their proposals into the agenda according
to the circumstances. In addition, the Chairman is
responsible for leading and determining the overall
development strategies of the Company, and supervising
the implementation of resclutions passed by the Board of
Directors.

The President is responsible for organizing the
implementation of resolutions passed by the Board of
Directors, the Company’s yearly budget and investment
proposal, and reporting to the Board of Directors in respect
of the Company’s operations, and execution and
implementation of material contracts; the President exercises
the right as to usage of funds and assets within the scope
authorized by the Board of Directors, and executes contracts
on behalf of the Company. Meanwhile, the Company
specifies the specific duties of and division of work among
the senior management, so as to ensure the fulfillment of
integrity, duties and responsibilities.

Composition

The current Board of Directors comprises 11 Directors,
including the Chairman, Vice-Chairman, Executive
Directors, Non-executive Directors and Independent
Directors, whose service term is from 23 June 2005 ull the
date of holding of the Company’s 2007 AGM.

Members of the Board of Directors come from different
backgrounds and possess different professional knowledge.
among which 1 Independent Director has the qualification
on accounting or related financial management skills
required by the stock exchanges. The profiles of the
Directors are stated in the section headed 'Profiles of
Directors, Supervisors and Senior Management’ in the
Annual Report.

There are 4 Independent Directors among the current Board
of Directors, which accounts for over 1/3 of the total number
of the Directors. The Independent Directors in office come
from different professional backgrounds and possess rich
experience in law, accounting and financial investment. Such
structure encourages discussion and analysis of problems
from different angles during the Board meetings, ensuring
reasonable decision-making by the Board of Directors. Since
2005, the Independent Directors have been submitting their
annual performance report to the AGM for review and
discussion by shareholders.
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Board Meeting

In 2007, the Company held 6 physical board meetings in
total and 9 meetings in the form of written resolutions to
discuss the Company’s operational and financial
performance, management structure, invesiment and
financing proposal. including mainly the followings:

—  consider and approve the annual financial budget and
work report of the Board of Directors:

-~ consider and approve annual, interim and guarterly
performance results;

—  consider and approve the acquisition proposal of
target brewery enterprises and capital expenditure
programs for the new construction and expansion by
the Company’s subsidiaries;

—  approve the writing-off the property losses.

—  consider and approve the employment of members of
the senior management of the Company and the
organizational reform;

—  consider and approve the proposed issuance of bond
with warrants and related issues;

The meeting notices and materials to be discussed were
sent 10 all Directors within 4 reasonable time, and the Board
of Directors were able to have fruitful discussion and make
efficient but prudent decisions at the meetings. The details
of attendance of Directors at Board meetings and
professional committee meetings within the current year
are set out as Tollows:

BHMERE FREY
Attend in Person/Total Number of Meetings

A EHHR

o 2 T T wk | By HMEHSA

EHIAH #0H Corporate

M H g e Strategy and Audit and Governance and
Name of Board of Investment Finance  Remuneration
Director Directors Committec Committee Committee

LHE LI Gui Rong 6/6 - - -

#EH IIN Zhi Guo 6/6 6/6 - -

R Stephen J. BURROWS 576 316" - -

Ll SUN Ming Bo 6/6 6/6 - -

R LIU Ying Di 616 - - -
®ER SUN Yu Guo 6/6 46t - 0/2*
B % Mark F. SCHUMM 516+ 56 5/5 2/2
4 4z Bl CHU Zhen Gang SI6* 5/6" 4/5% 22
f % FU Yang 5/6% - 4/5% 1/2%

- L1 Yan 6/6 6/6 5/5 -
i W POON Chiu Kwok 516% - 4/5* 2/2

IRR-LAE HEHwHABRHAERAH

ANNUAL REPORT 2007 TSINGTAO BREWERY CO., LTD,




36

VhnEkmHaReq
TSINGTAO BREWERY CO., LTD.

e

HAKRESESHE - FRELHBESHE RER

AARERAUN - SN BTEHHERER

AFAHEFFOHE - HAMERER(AR IR -
(EFGRTANIMIE - TFFFRETIR
ERAMN EETREDEHEEFAH > £41
BREEGR LA EHREEFEIR
P HNMBFENTRNTAEGRA W4
Kl - mANPTEABAEYEGR - W
25 8 T 25 4T3 RAE A0 el R 3 R Iy A7 SR I
S A ) S AT 6 ) 2 E L At R S 0 o A e iR o

AdFREATTAMTARGEFRSTORENN
K HBET AR R drdr oo B e R
R IR » AT BT (A AR M S
SEFTREREM - AT TR B ER » WY
W WA 2 JE MR > b A A E T
RKAFRY -

9 3 P BT R LT A B

KAFBIINMPAYHERMBREAEMBE - b
BRTEFABHAMFXNTANYMZEGORN
3 1 U b T LU M A O R R R > T
THRYERGEN - BT TREDBRE > Rl
TR LA -

|ATMA > AV EXH IR H A S KEEHF
TREEH TSI ARR AR HAR -

WL HFHA LR 20078 KRB RRNRES
THEHMEIERETRIEE  EHALFRY
o o 9 T R AT L T HE R R R o R F 4 Y
WRZREHBETREMALER - Wi

ZEELEEH

ANNUAL REPORT 2007

Absent due 10 business reason, and did not entrust other Directors
to attend and vote

Absent due 10 business reason, but entrusted other Directors to
attend and vote

The convening and holding of Board meetings is strictly in
accordance with the rules in the Articles of Association
and Order of Meeting of the Board of Directors. The Board
meetings are hosted by the Chairman, and are held on time
after delivery of meeting notice. All proposals are discussed
thoroughly at the meetings and voted for one by one. The
notice of regular meeting of the Board of Directors is
dispatched 14 days before the meeting. If a Director could
not attend the meeting due to business reason. he authorize
other Directors in written form to attend the meeting and
vote on his behalf, and in the case of an [ndependent

Director, he could authorize other Independent Directors to

attend the meeting and vote on his behalf.

The management of the Company is responsibie for
providing the Board of Directors with all relevant materials
and information needed for reviewing the proposals, and
reporting any related work at the Board meeting. The
Independent Directors may appoint independent professional
organizations to provide service when exercising their
authorities and duties in accordance with the Articles of
Association or when the business requires, and the
reasonable expenses incurred will be borne by the Company.

Exercise of Duties and Responsibilities by Independent
Directors

As the Independent Directors of the Company held a
responsible attitude towards all shareholders, they attended
all board meetings and professional committees meetings
held within the year, and exercised the powers of
Independent Direcior in accordance with the requirements
under the listing rules and related laws and regulations in
PRC and Hong Kong SAR, and carried out their obligations
diligently and with integrity, , protecting the legal rights of
intermediate and mincerity sharehelders.

During the reporting period, the Independent Directors of
the Company did not raise any objections to the proposals
made al Board meetings and non-board meetings in the
current year.

The Independent Directors have reviewed, confirmed and
expressed independent opinion regarding external guarantees
provided by the Company in 2007; they have also expressed
independent opinion with approval in respect of continuous
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related party transactions involved in the framework
agreement signed between the Company and Tsingtao
Brewery Engineering Company Limited. The Independent
Directors believed that the conmtinuous related party
transactions under the above framework agreement were
based on ordinary commercial terms, and the terms and
conditions of the transactions are fair and reasonable, which
were in line with the overall interests of the Company and
its shareholders. The Audit Committee which comprised
Independent Directors has carried out its work in accordance
with the rules stipulated in the Listing Rules. and having
reviewed the Company's annual, interim and quarterly
financial statements, it was of the view that the financial
reports objectively and fairly reflected its actual financial
situation and profitability.

Directors

Information Support and Professional Development

After the new directors were appointed, the Company has
provided them with a set of complete introductory materials
named Director's Manual which includes brief introduction
about the Group’s business, management structure,
responsibilities of Directors and other legal requirements,
and will make arrangement for them to attend the
specialized training held internally or by the Supervisory
authorities. During the reporting period. a total of 2
Executive Directors attended the Directors training programs
organized by the Supervisory authorities.

During the reporting period, the Company has also arranged
for the Independent Directors to pay visits 1o its subsidiaries,
$0 as to enable the Independent Directors to gain a deeper
and more thorough understanding of the Company, which
was helpful in decision-making. The provision of
information, work reporting and professional training
enables all Directors, especially those Non-executive
Directors, to have a timely understanding of the Company’s
business development. competition and supervisory
environment, and information which may affect the
Company and the industry in which it belongs to. so as to
ensure that the Directors understand their duties and
responsibilities, and enables them to make correct decisions
and provide efficient supervision, and to ensure that the
procedures of the Board of Directors were implemented
and the appropriate laws and regulations were followed.
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Independence of Director

The Company has appointed a sufficient number of
Independent Directors. The Board of Directors has received
from all Independent Directors their written confirmation
on their independence in accordance with Rule 3.13 of the
Listing Rules.

Securities Transactions by Directors

The Company adopted the Model Code for Securities
Transactions by Directors by Listed Issuers under Appendix
10 of Listing Rufes and laid down the Company's
Regulations on Holding of Shares of the Compuny by
Directors, Supervisors and Members of Senior Management
and Relevant Changes. The Company confirms, after making
specific enquiries to all Directors, that they have complied
with the Model Code of the Listing Rules.

Financial Reporting and Responsibilities borne by
Directors in relation to Financial Statements

Based on the adequate financial information provided by
the management, the Board of Directors reviews the annual,
interim and quarterly reports every year and approves
external disclosure. The Directors have responsibility, with
the support of the Finance Department, to prepare [inancial
reports for every fiscal year, and to ensure that the
appropriate accounting policies are adopted and the PRC
GAAP and international financial reporting standard are
complied with when preparing financial statements, so as
to accurately and fairly report the financial situation and
operational results of the Company.

Professional Committees under the
Board of Directors

The Board of Directors has established 3 specific
committees, and each of them has worked out detailed
working guidelines and expressly stated their scope of duty
in supervising individual business areas of the Company,
and has obtained approval from the Board of Directors.

Audit & Finance Committee (‘Audit Committee*)

The scope of duty of the Audit Committee is determined in
accordance with the Code on Corporate Governance
Practice under Appendix 14 of the Listing Rules and
Guidelines for Corporate Governance of Listed Companies
in China published by China Securities Regulatory
Commission, Its principal duties include: reviewing the
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completeness and effectiveness of the Company’s internal
supervisory system and policies, reviewing the Company’s
annual, interim and quarterly financial statements,
responsible for employing the Company’s external auditor,
coordinating their work and reviewing their work efficiency
and work quality, and reviewing and supervising the
standard and procedures of the Company’s financial
reporting.

The Audit Committee comprised 4 Independent Direclors
and 1 Non-executive Director. Ms. LI Yan serves as the
Chairperson, other members include Non-executive Director
Mr. Mark F. SCHUMM, and Independent Directors Mr.
CHU Zhen Gang, Mr. FU Yang and Mr. POON Chiu Kwok,
all appointed by the Board of Directors. Among them Ms.
LI Yan possesses profession qualification as CCPA, with
experience and ability in financial and accounting business.

In 2007, the Audit Committee held 3 meetings in total. To
ensure the independence of reporting, the Committee
Chairperson has arranged private meetings between the
external auditors and members of the Audit Committee.
After each of such meetings, the members of the Audit
Committee made proposals to the Board of Directors in
respect of important issues being discussed.

The Audit Commitiee is mainly responsible for the
following works in the current year:

— reviewing the Company’s annual, interim and
quarterly reporis, and financial reports;

— reviewing the accounting policies adopted by the
Company and issues related to accounting practices:

—  making proposals to the Board of Directors re-

appointment of auditor;

—  reviewing the effectiveness of the internal control
system and policies

Strategy & Investment
Committee’)

Committee (‘Strategy

Its main duties are to check and review the Company’s
strategic development direction, lay down the Company's
strategic plan, and adjust the Company’s strategy and
governance structure at appropriate times.
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The current members of the Strategy Committee include:
Vice Chairmen Mr. JIN Zhi Guo (Chairman of the
Committee) and Mr. Stephen J. BURROWS, Executive
Directors Mr, SUN Ming Bo and Mr. SUN Yu Guo, Non-
executive Director Mr. Mark F. SCHUMM, and Independent
Directors Mr. CHU Zhen Gang and Ms. LI Yan.

The Strategy Committee held 6 meetings in 2007, The
Commitiee carefully reviewed and provided prefessional
comments to the Board of Directors in respect of the
projects of relocation by Tsingtao Brewery Rizhao Company
and Tsingtao Brewery No. 3, and projects of expansion by
Tsingtao Brewery Sanshui Company. Shenzhen Tsingtao-
Asahi Company and Malt Factory, and the feasibility report
of investments with proceeds from issuing bond with
warrants.

Corporate Governance & Remuneration Committee
(“Remuneration Committee”)

The Company has set up the Remuneration Committee and
its main duties include studying and reviewing the
remuneration policies and incentive system for the Directors
and senior management of the Company, establishing the
appraisal standards, and studying the proposals to improve
the corporate governance.

Members of the Remuneration Committee include:
Independent Directors Mr. CHU Zhen Gang (Chairman of
the Committee). Mr. FU Yang and Mr. POON Chiu Kwok,
Executive Director Mr. SUN Yu Guo. and Non-executive
Director Mr. Mark F. SCHUMM.

The Remuneration Committee held 2 meetings in 2007, in
which it reviewed and provided professional opinion to the
Board of Directors in respect of issues involving the reform
of the remuneration incentive system and newly appointed
senior management of the Company.

Supervisory Mechanism
Supervisory Committee

The current Supervisory Committee is the 5th Supervisory
Committee since the establishment of the Company. The
Supervisors® service term is from 23 June 2005 till the date
when the Company’s 2007 AGM is held. [t currently has 6
members including 4 External Supervisors and 2 Staff
Representative Superviscrs as . During the reporting period.
Mr. YU Jla Ping resigned from the position of Staff
Representative Supervisor an 22 October 2007 due to work
adjustment. The profiles of current Supervisors are disclosed
in the “Profiles of Directors, Supervisors and Senior
Management” in the Annual Report.
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The Supervisory Commitiee exercises the Company’s
supervisory authority independently and in accordance with
law, ensuring that the lawful rights and interests of the
Company, its shareholders and its employees are not
infringed. In 2007, the Supervisory Committee held 9
meetings in total {including physical meetings and written
resolutions) to supervise the legality and regularity of the
exercise of powers by the finance personnel, the Directors
and the senior management, and have attended all general
meetings and board meetings. The details of the work of
the Supervisory Committee are disclosed in the “Report of
the Supervisors” in this Annual Report.

Internal Control and Risk Management

The Company established a series of internal control
systems in accordance with the Guidelines on Inrernal
Control for Companies Listed on the Shanghai Stock
Exchange issued by Shanghai Stock Exchange, Code on
Corporate Governance Pracrice issued by The Stock
Exchange of Hong Kong Limited, fnrernal Accounting
Control Criteria - Basic Criteria (Trial Implementation)
issued by Ministry of Finance and requirements of detailed
internal accounting contrel criteria, which played
corresponding roles in the production and operations of the
Company and improved the compliant operations.

The Company has always place importance on the
institutionalization, routinization and standardization of
management. To ensure the realization of its control arget,
the Company has established a relatively more
comprehensive control system and procedures in areas of
currency and funds, sales and incomes, purchasing and
payments, cost and expenses, external investments,
guarantees, fund raising, construction projects, real assets,
investments, taxation, managemeni over subsidiaries,
related-party transactions and human resources, and has
implemented them strictly. In recent years the Company
gradually established and improved approximately 200
internal management systems and 190 operational
procedures, and all departments have established
corresponding control systems and management procedures,
therefore, the internal management system has generally
covered all areas in production and operations.

The Company's Board of Directors is responsible for
establishing and maintaining the internal contrel system so
as to review the effectiveness of the internal control system
and protect the rights of the Company's shareholders and
its assets. The Audit Committee under the Board of
Directors regularly receives information regarding the
establishment of the Company’s internal control system,
and supervises the further improvements of the internal
control system to ensure the implementation of its internal
control system.
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In 2007, the Company appointed professional internal
control consulting organization, and developed systematic
and comprehensive risk identification and assessment work,
and formed the Company’'s risk database, and established
the risk classifying system, drew up the risk chart and
confirmed the risk management responsibilities, improving
the Company’s internal control and risk management.

To ensure the effectiveness of the Company’s operational
management and internal contrel system, the Company
established a [nternal Control Dept., which reports directly
to the Board of Directors. It regularly inspects, assesses
and adjust risks that may exist in the Company’s production.
operations and internal control activities, and gives
independent opinion and suggestions regularly to the Audit
Committee.

Self-Assessment Controlled Internally by the Company
and Verification Comments by the Auditors

On 26 December 2007, PricewaterhouseCoopers Zhong Tian
Certified Public Accountants Limited Company, the
domestic auditor of the Company, for the purpose of
submission of reports in relation to the proposed issuance
of bonds with warrants to China Securities Regulatory
Commission (CSRC) for approval, issued the Reviewing
Report on Internal Contrel, and was of the view that, as at
30 September 2007, the Company and its subsidiaries had
maintained, in all material aspects, the effective internal
control in accordance with the fnrernal Accounting Control
Criteria - Basic Criteria (Trial Implementation) issued by
Minisiry of Finance and requirements of detailed internal
accounting control criteria.

External Auditor and remuneration

The financial statements included in the 2007 Annual Report
are prepared in accordance with PRC GAAP and HKFRS
respectively, and have been audited by
PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company ('PwC Zhong Tian') and
PricewaterhouseCoopers (‘PwC') respectively. During the
reporting period, while the Company was in the process of
preparing documents for the public issuance of bond with
warrants, PwC Zhong Tian also provided auditing or
reviewing, and checking services in respect of the relevant
financial information including: i} issuing the authentication
report regarding the internal control system of the Company:
ii) issuing the specific report on Explanation by Board of
Directors over Use of Proceeds from Previous Offering;
iil) issuing the specific interpretation of Consolidated
Statement of Net Assets Profurability and Per Share Returns,
Non-current Earnings and Losses.
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PwC Zhong Tian and PwC have provided auditing services
for 6 consecutive years. For the year of 2007, the Company
should pay RMB6.93 million to PricewaterhouseCoopers
Zhong Tian Certified Public Accountants Limited Company
and PricewaterhouseCoopers for their full-year auditing
work, and no expenses for business trip and other expenses
shall be borne by the Company.

The Audit Committee has conducted discussion and
assessment on the professional qualities of PwC Zhong Tian
and PwC, and the implementation of 2007 auditing work,
and has raised relevant comments and suggestions for
improvements. The Audit Committee proposed to the Board
of Directors regarding the appointment of PwC Zhong Tian
as the Company's domestic auditor, and PwC as its
international auditor. and will submit such proposal to the
2007 AGM for the shareholders” final approval.

Shareholders and Other Interest-related
Parties

General Meeting

The Company is always devoted to protecting the legal
rights of all shareholders. The convention and holding of
general meeting are strictly in accordance with the terms
in the Articles of Association and Rules Governing
Discussion in General Meeting. The Company's general
meeting is convened by the Board of Directors and chaired
by the Chairperson of the Board of Directors. The executive
Directors report the proposals in the general meeting, while
the shareholders™ representatives. Supervisors’
representalives, witnessing lawyers, chatered accountant in
Hong Kong (Supervisor of Votes Counting) jointly inspect
and count the votes in respect of the proposals, and the
chairperson of the meeting (Chairman of the Board of
Directors) announces the voting results, formally forming
the resolutions of the meeting. The lawyers appointed by
the Company witness the meeting and present their legal
comments.

The Generai Meeting is the highest authority of the
Company, which undertakes its duties in accordance with
law and determines significant issues for the Company. The
annual general meeting held annually provides the channel
of direct communication between the Board of Directors
and the shareholders of the Company. Therefore, the
Company places high importance on the general meeting
by distributing the meeting notice 45 days prior to the
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meeting date. and the Chairman and other attending
Executive Directors make extensive and intensive
communications and interpretation over the issues in which
the shareholders are concerned with at the AGM.

Investor Relationship and Communications

The Company places high importance on investor relations
management work, and strives to improve communications
with investors through different channels and manners, and
to provide timely response 1o hot issues in which the
investors are concerned with. Meanwhile, the Company is
devoted to improving its transparency, in order 1o assist
investors to understand the business and prospects of the
Company more clearly, it also listens to the comments and
proposals made by the investors carefully, allowing the
Company to improve its corporate governance and
operational management,

In 2007, the Company dealt with a total of more than 300
persons in about 120 groups including foreign securities
analysts, funds managers and other investment institutions/
individual investors during site research and visits, there
were over 150 one-to-one meetings and small group
discussions. and over 200 conference calls with securities
analysts and fund managers, obtaining fruitful results.

Other Parties with Related Interests

The Company is of the view that it should have perpetual
existence and maintain its operations with integrity and
fulfill its social responsibilities, establishing a harmonic,
win-win long-term cooperation with parties with related
interests. For years, the Company has insisted on paying
tax in accordance with law, operating with integrity,
rewarding the society and actively participating in social
welfare activities and environmental protection while its
operational results is improving steadily.

Specific activities of corporate
governance

During the reporting period. the Company. in accordance
with the arrangements and requirements of CSRC,
effectively carried out and smoothly completed several
phases of work including self-inspection the Company’s
corporate governance activities, receiving public comments,
site inspection, and improvements and appraisals.
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During the self-inspection process, in order to improve
corporate governance, the Company established new
Regulations on Management of Information Disclosure, and
established the Regulations on Management of Use of Raised
Capital and Regulations on Holdings of Shares in the
Company by Directors, Supervisors and Senior Management
and Relevant Changes. The Company alse employed
external consulting agencies to assist itself in assessing the
Company’s internal control system, improving the
Company’s risk management and internal control system,
and its risk management level continuously.

The Company published the Cerporate Governance Self-
Inspection Report and Adjustment Plan and the Report on
Improving Specific Activities of Corporate Governance in
domestic newspapers and of website of the stock exchange
in which its shares were listed on 29 June 2007 and 31
October 2007 respectively, providing detailed disclosure on
self-inspection, improvement plans, public comments, and
site inspections by Qingdao Branch of CSRC.

Through the cartying out of the specific activities of
corporate governance, it further increased the sense of
responsibility of Directors. Supervisors and senior
management of the Company. Meanwhile, it tidied up the
related internal regulations of the Company, and made
revisions and improvements by referring to the latest laws
and regulations, which further promoted the compliant
operations of the Company.

Conclusion

Good corporate governance is helpful to the healthy
development of the Company and increasing investors’
confidence, while the effectiveness of the Board of Directors
is the core of good corporate governance. Therefore, the
current Board of Directors, in its future service term, will
further commit to improve efficiency and level of decision-
making, and promote the steady development of the
Company and increase shareholders’ value.
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Sector Analysis
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Profile of Beer Market in China in 2006
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In 2007, the domestic brewery sector maintained
its continuous growth, Its annual sales volume
reached 393.1 million hl with a year-on-year
growth of 13.8%. which enabled it to become the
country with largest beer productien and
consumption, and one of the fastest growing
markets in the world for the fifth consecutive year;

s BARBRATHEMNERESHE  HEFAH

MERNERATENRSBINACHERR R
R T R TR A AR R W
BEHAMAER B THIBRF;:
At present, China's beer market is still in the
phase of integration, and the prospect brought
about by the rise in consumption has caused the
domestic and international brewery magnates to
increase their investments in China. The
production capacity was increased through
mergers and acquisitions, new construction and
expansion, which led to fiercer competition;

o AT EHE-FBE -0FEEAN KRN
EERTMITRBHCTER 6%
The centralization of the market reached a higher
level. [n 2007, the market share of the top 10
domestic beer producers reached 64%;

o WEAZFMHFAREALE HWNEEES
BB R T BRI IE S AT A B R
The rising price of raw materials for beer
production in recent years brings great pressure
to the beer producers, and the profit of the
industry remains low,

. 7 A7 R A 3% VL % 0 R A BHE R M B
MR -BEFRR YK TR
HITENREERNRRA RN BREM-
As there is still a relatively big disparity in per
capita beer consumption volume between China
and other developed countries, the leading
enterprises in the beer industry still have great
room for development with the increase in
national consumption level.
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Changes in Output Yolume of Brewery Sector in
China
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Analysis to Sales Volume and Product
Structure during the Reporting Period
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2. Z2LLEELSRNR
Product Structure in 2007
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ZlREBNLEMBE SN (RPRE
at 5 AT)
Analysis to Main Finance during the
Reporting Period (In accordance with
PRC GAAP)

(1) 2WEBRBREERHWSH
Analysis to Principal Business and Operational
Situations of the Company

ZEFLERARGBET SRR THRESRENE
BoASLMEEBESHHEIATH REER
N%: TREHERARS BT AR -AEME
15.9% 5 HBFRIEs seEA A RN AL E27.7% »
15T 52 TR I O 0 O A - O A B0 R
HROBFHBES-

In 2007, the domestic brewery sector maintained its
continuous growth. The Group realized a sales volume
of 50.5 million hl, representing an increase of 11%
compared to 20006; sales income of RMB13,530 millicn,
representing an increase of 15.9% compared to the
previous year; profit attributable to shareholders was
RMBS558 million, representing an increase of 27.7%
compared to the previous year, which continues to show
a good development trend in which the growth in profit
is greater than the increase in sales income, which is in
turn greater than the increase in sales volume,

Lo RRRB A 4t B R
The Company’s Revenues from Principal Business
for Geographical Markets

HMEARESWES [LF28MR] -
For details, please refer to “Operations of the Company”
in the Report of the Directors.
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Cost of Principal Business

CERLEALMEBEHFRALBIETARYE
W0 13.9% « FELHBBEAEAURRMH
MO LR - AR ERASHILANT:

In 2007, the cost of principal business of the Group
was RMB7.87 billion, representing an increase of 13.9%
compared to the previous year, which was mainly caused
by expansion of sales scale and rise in price of raw
materials. The structure of production cost is as follows:
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Expenses during the period

(1) ZZFLFEARBHEBADb2oSMWATAR
W-mEHR291% - TESBESHAYMT A
EEEARDEERTEEEZNNRRT TS
# Ao
In 2007, the sales expenses of the Group was
RMB2,650 million, representing an increase of
29.1% compared to the previous year, which was
mainly caused by the increase in advertising
expenses relating to Olymptc marketing and brand
promotion, and increase in marketing fees.

(2) ZEFLEXLMEREMNBo6eTRITAR
W R T RES.29% o kSRR S AR BRI 2007
A1 F 1B o B e o R Y R E BLAT
EIESRBHENOSME T AR Ik Ll
HEMBEE ARSURENEERNL L
ERMH LT
In 2007, the management expenses of the Group
was RMB667 million, representing a decrease of
5.2% compared to the previous year, which was
mainly caused by set-offs against balance of
previous years in the amount of about RMBS58
million pursuant to requirements in the China’s
new accounting policies being effective since 1
January 2007, If disregard the above factor, the
management expenses occurred during this
reporting period were a little higher than that of
the previous year.

(3) ZRBLEAFOHBARAA-SS8HTAR
o Rk FH#L152.9% « EEEHREARWAHHE
BB AL BB B W2 P3N
In 2007 the financial expenses of the Group was
-RMBS5.88 million, representing a decrease of
152.9% compared to the previous year, which was
mainly caused by the exchange returns due to the
appreciation of Renminbi.

o B W 4 K

Losses from Devaluation of Assets

“RRLEARBRERERES 1 67TR T AR
ML TRES21% LESEFENFH =R - HEFL
WA R T 1. R R AR

In 2007, the losses caused by the devaluation of assets
of the Group was RMBI167 million, representing a
decrease of 52.1% compared to the previous year, which
was mainly caused by the devaluation of goodwill of
RMB118 million of Tri-circle Company and Naming
Company in 2006.

ZRFLFER
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Interpretation of Composition of Assets/Liabilities

BYNE

Currency Funds

_RRPLEEREXLHERNES AR ISELAR
WA ER % c EEB AV ESHBEH ALY
AR O D R A M B U N B B R

By the end of 2007 the currency funds of the Group
was RMB1,335 million, representing an increase of
8.3% compared to the beginning of 2007, which was
mainly caused by the good trend of sales of the
Company’s products and the increase in cash-inflow
brought about by business activities.

T fd wh B

Pre-paid Accounts

TRFLEERALBREAER L 2MTARY.
BRI R 266.2% - FERZFRMEEBHEBE R 5
REGEMRERBEE ARRERRNT KB
Bt 4F: Bt 5k Blp 3 -

By the end of 2007 the pre-paid accounts of the Group
was RMB862 million, representing an increase of
266.2% compared to the beginning of 2007, which was
mainly caused by the great increase in prices of raw
materials, and in order to guarantee supply and stabilize
the purchasing costs, the Group has made a huge pre-
payment at the end of 2007.

L

Inventory

CERRPLFERFFAFER S TRAANRY B
SRR 33.3% o T2y 20 7 H A0 5T 1 k) i 3R A P
o

By the end of 2007 the inventory of the Group was
RMB2,187 million, representing an increase of 33.3%
compared te the beginning of 2007, which was mainly
caused by the increase in stock of raw materials.

B8 i i 4 B¢

Long-term Equity Investment

CEFLFERRLUR MR ML TRIISSETA
R B M 230.2% » = E &AW MnE# H &5
4% 2> B o LY BT B

By the end of 2007 the long-term equity investment of
the Group was RMB35.55 miilion, representing an
increase of 30.2% compared to the beginning of 2007,
which was mainly caused by the increase in investment
by the Company in the associates of Asahi Company.
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Deferred Income Tax Assets

CRPLEFERARARERRIA D 1L 7SEIEA
RN B B 1 12 172.9% = Ty R0 A 1 BE B AR
B 8 JH Y B FR L 30T 200848 17T 1 N REZ425% - T4
MALWARMARRERS 15%H -

By the end of 2007 the deferred income tux assets of
the Group was RMBI175 million, representing an
increase of 172.9% compared to the beginning of 2007,
which was mainly caused by the adjustment of the
applicable income tax rate of the Group to 25% on |
January 2008, while the applicable tax rate at the
beginning of the year was 15%.

B4 B R
Payable Tax

P LEFEAREARLRI S 6T ARY
S@MFIR122.3% o EEEH20074F AL FEAHRE
B i 1 5% 8 2 33 %00 m 808N B A BLRT B

By the end of 2007 the payable tax by the Group was
RMB516 million, representing an increase of 122.3%
compared to the beginning of 2007, which was caused
by the increase in payable tax brought about by the
adjustment of the applicable income tax rate for the
Company from 15% to 33% in 2007.

be J01 ik X

Long-term Borrowings

CERELHEERARBREMNEXLI0SWITAR
W B RI06% - R AANM R A FAR
— VF KO L b bR T R AT 40 W) B R ) P B AR
AT LT MM B AT A S ARMBARY
S5.000EY 7C 2 31 48 0 B i 5k o

By the end of 2007 the long-term loans of the Group
was RMB90.85 million, representing an increase of
70.6% compared to the beginning of 2007, which was
mainly caused by a 5-year loan in the amount of RMBS50
million in 3 parts provided by Lianhu Rd. Sub-branch
of Xi'an of China Construction Bank to Tsingtao
Brewery Yulin Company Limited, a Group’s subsidiary
under construction, for construction of factories.

VLB £

Specific Amounts Payable

TR LA AR A I TR R A K 25 6, 13T I A IS
W BN RY Y R 691.0% o IR ACHL IR o7 4% T B AT
T 2 e 0 B R 4 O LR M OB AL

By the end of 2007 the specific amounts payable of the
Group was RMBG1.37 million. representing an increase
of 691.0% compared to the previous year, which was
mainly caused by the compensations provided by the
local government for the relocation of subsidiaries of
the Group.

A% BIKE 5) im Bt4y Mt Management Discussion and Analysis
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Analysis of Currency Flow

1. ZEPEEAUEEREHELEHFEA

10,9468 5 A RO W - b2 4F W11 2800 0 3 0,340
T REH3.0% « Ha - @EREIMBEN ARY
155,624 75 » He 25 4 [ 91 49 hn 17,7048 5 » 2k AL WG
WA RS R R RN E XN EA
IR Mr95.66 00 70 » b 23 4F [ 1 381 M 12 8440 70 » 2 AL it
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[n 2007 the net currency flow arising from business
activities of the Group was RMB1,094 million, which
has decrcased by RMB33 million from RMBI,)128
million during the same period in last year, representing
a decrease of 3.0%, among which cash from sales was
RMB15.562 million, which has increased by RMB 1,770
million compared to the same period in previous year
and was mainly caused by the growth of sales during
the reporting period; payment in cash for purchase of
goods and labor was RMB9.,566 million, which has
increased by RMB1,284 million compared to the same
period in the previcus year and was mainly ciaused by
the growth in scale of sales, rise in price of raw
materials and increase in pre-paid accounts.

2. ZTRR-LAE A A VY WAk B MOIE R L -

LLSEEIE A BONE s bh 2 48 R 0 -5. 29 {0 7 36 4 5. 864
FC o WAL 2 W) BN R I AL AT - A AR AE T 2 TR
K& J0T ¥T 7% Py -

The net amount of cash flow arising from investing
activities of the Group in 2007 was RMB1.115 million,
which has decreased by RMB586 million from RMB529
million during the same period in the previous year,
which was mainly caused by the purchase of long-term
assets by the newly established subsidiaries of the
Company in Chengdu, Jinan and Yulin.

3. ZRB-CAABMIEEEEEAL NSRBI S 02

0 A R bR 4F W -6 35T 7 37 (0 -
BREZREAEMRPIMAMXTE-

The net amount of cash flow from fund raising activities
of the Group in 2007 was RMB 102 million, which has
increased by RMB737 million from —RMB635 million
during the same period in the previous year, which was
mainly caused by the repayment of borrowings due in
2006.

(I1V) JE 4 8% 2% 47 B3 01

Interpretation of Other Operational Situations

1. B0

Investments
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In 2007 the Company’s investment was RMB341.76
million, representing a decrease of 20.4% compared 10
the previcus year, which mainly includes: investment
of RMB 150 million to establish the Tsingtao Brewery
(Chengdu) Company Limited. and further increased its
investment in the amount of RMB120 millien in its
wholly-owned subsidiary Tsingtao Brewery (Jinan)
Company Limited, to enable its wotal registered capital
to reach RMB20( millien: increase of investment in its
subsidiary, Tsingtao Brewery Xi'an Hans Group
Company Limited, in which it holds 76.1% interest, in
the amount of RMB 50 million, it is expected that the
above projects will begin production between 2008 and
2009.

TG A - A2 TSR B AT BB RS 4 W R AT
Ui B U

During the reporting period. no affairs of significant
acquisitions and sales of the subsidiaries and associates
of the Company ever occured.

L 5 B A
Debt/Capital Ratio

KB FRLETZAZS T ARY
1.62% (- FFREFTAZ+—H:1.01%) - ST
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BRI A WL ACHERR) -

As at 31 December 2007, the Group’s debt/capital ratio
was 1.62% (1.01% as at 31 December 2006). The
calculation of debt/capital is: total amount of long-term
borrowings/(total amount of long-term borrowings +
Shareholders’ equity belonging to the parent company).

o iR
Mortgage of Assets

RZFLEELZHAZ—H - RS ERITIEH S
A RW2.00008 50 R (1 3 (049 2 A B3, 70040 0 1 ¥
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As a1 31 December 2007, the machines and equipment
wilth value of RMB37 million and the raw materials
with value of RMB10.4 million stood as collateral for
the bank facilities in the amount of RMB20 million
(As at 31 December 2006, the machines and equipment
with value of RMB 35.8 million stood as collateral for
the bank facilities in the amount of RMB 16 million).

B A2 3 ) M Bt
Exchange Rate Fluctuating Risk
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WO W B AT Management Discussion and Analysis

As the Group’s raw materials bariey, which was used
in production of the major brands. currently relies on
importaticn, the fluctuation in exchange rate would
indirectly affect the price of raw materials used by the
Group. hence bringing certain impacis to the
profitability of the Group.

HI 7 A W RE S 0 B 3 WAt T Bk
MRS — M AT R

The continuous appreciates of Renminbi will also bring
some negative impacts to the exporis of the Group.

20084F PF A 4 F ¥
Capital Expenses in 2008
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The Group shall continue 1o make capital investments
to enlarge the existing production scale of the
enterprises within the Group. The capital expenses to
be used in the reconstruction of existing plants. new
constructions, mergers and acquisitions (if any} in 2008
is about RMB2.270 million,. The required sources of
funds include proceeds from issuing bonds with warrants
in 2008 in the amount of RMB1,500 million, and the
remaining funds comes from the Group’s own capital
or bank loans.

AT AT

Potential Liabilities

PETTHPA RIR Ry B R B -
For details, please refer to the attached Notes to the
Financial Statemenls.
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The remuneration pelicy of the Company was
established on the principles of “remuneration shall be
determined with reference to position™ and “incentive
shall be determined with reference to performance™.
and was in line with market practice. The Company set
a reasonable range of the amount of emoluments with
reference to market rate and adopted such range in a
flexible manner, provided suitable welfare package to
its staff in accordance with the relevant laws and
regulations of the State. It also focused on staff’s
progress and development. As at 31 December 2007,
the Company did not establish any share option scheme.
For details. please refer to *Staff” in Report of the
Directors.




Profiles of Directors

FRARYE
Mr. Li Gui Reng

wEMWEE
Mr. JIN Zhi Gue

Mr. Stephen ). BURROWS
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Mr. L1 Gui Rong, aged 68, is the Chairman of the Board of Directors of the Company, Mr. L1 ever
served as Deputy Director, Director in Qingdao Planning Commission before he joined the Company
as Chairman in June 1996. Mr. LI has worked with corporate and economic management for many
years, which helps him be familiar with the relevant State economic policies, laws and regulations,
and obtain rich experience in corporate management and operational decision-making. With his
strategic insights and commanding capacity on an overall basis, Mr. L1 plays an ultimate role in
promoting the Company's corporate governance and improving the development strategies. Besides,
Mr. LI is also the Chairman of Tsingtao Brewery Group Company Limited.
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Mr. JIN Zhi Guo, aged 51, is the Vice Chairman, President of the Company, and Senior Economist
with EMBA at China Europe International Business School (CEIBS) and Ph.D from Qingdao
University. Mr. JIN joined Tsingtao Brewery Factory, the predecessor of the Company, as general
staff in 1975, and later, Head of Power Dept. He tock the position of Assistant to Factory Manager
of Tsingtao Brewery No. | in 1994, General Manager of Tsingtao Brewery (Xi'an) Company Limited
in October 1996, Assistant to the General Manager of the Company in August 2000, and General
Manager of the Company in August 2001, With over 20 years' experience of operational management
and market developing in brewery, Mr. JIN sets up a series of operational modes including strategy,
marketing. brand, culture and capital. which established a consolidated basis for the steady
development of Tsingtao Brewery. In January 2008, Mr. JIN was entitled "2007 CCTV Top 10
Econamic Figures'. Mr. JIN is the Representative of the F0th and 11th National People’s Congress
{NPC). He is also the Vice Chairman of Tsingtao Brewery Group Company Limited.

I

fEL 85 M 5 2 (Mr.Stephen J.Burrows) = BL4i5658 » A 24T M e - JRBUITHE S > IR AR
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Mr. Stephen J. BURROWS. aged 56, is the Vice Chairman and Non-executive Director of the
Company with MBA at Lindenwood University in Missouri, USA. He is currently the CEO and
President of Asia-Pacific in Anheuser-Busch International, Inc. as well as member of Strategic
Committee of A-B Company. Mr. BURROWS has over 30 years' cxperience in operational
management and market operations in brewery after working for A-B Company as Vice President
(Sales) in South-western Region in USA, Vice President {Consumer Consciousness and Education).
Vice President (Brand Management). and being responsible for the advertising. sales. packaging,
rescarch and other activities for market development in different regions and throughout USA for
'Budweiser’ and other beer brands in A-B Company.
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Mr. SUN Ming Bo, aged 51, is the Executive Director and Executive Vice President of the Company
with EMBA at Nankai University and Doctorial Degree of Management from Tongji University. Mr.
SUN ever took the position of Deputy Factory Manager and Chiefl Engineer of Tsingtao Brewery
No, 1, Assistant to the General Manager & Vice Chiel Engineer of the Company. Mr. SUN took in
charge of organizing the negotiation and implementation over the strategic alignment between the

Company and A-B Company, overall planning of the significant asset restructuring and projects of

L & . . . . . . .
Mr. SUN Ming Bo M&A for the Company with substantial experience in production, technical management and strategic

development in brewery. Mr. SUN obtained title of Applicable Researcher of Engineering with
profound accomplishments in the theory of strategic management.

Plsc e > BIEESILE » RAFIRTHD > WME TR - Pt OETOMBEEMNKE - &
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7 4 R B R BB AR o B Ry 200642 45 0 AT AT S AL W b O B CIOE -
PIAAEREFEFLVRFEATRATNY - UITERENYT - WEREDTETHFOEA
AKRERWHHE-ERBELR -

Mr. LIU Ying Di. aged 51, is the Executive Director and Senior Engincer of the Company. Mr. LIU
was ever the Deputy Factory Manager of Tsingtao Brewery No. !, and Deputy General Manager of
the Company. He has over 30 years” experience in corporate production, technology, management,

and etc., and takes responsibility to organize and promote the modernization and information
!‘%mﬁi construction for the Company's management. 1n 2006, Mr. L1U was awarded prize of '‘Best CIQ' by
M. LIU Ying Di the National Information Evaluation Center Mr. LIU is also the Director and Executive President of -

Tsingtao Brewery Group Company Limited. He is the Representative of the 14th People’s Congress
in Qingdac and Member of the 10th Shandong Committee of CPPCC.

WIEEREA » BISESIR » AA W RATEN - MR - BE U6 o BRELDEW &I IMECR I
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Mr. SUN Yu Guo, aged 53, is the Execative Director, Vice President and Chief Accountant of the
Company. Mr. SUN ever worked as Deputy Department Head in Finance Bureau of Qingdao, and
then Department Head in State-owned Assets Administration of Qingdao. Mr. SUN had been doing ‘
financial work in the povernmental departments for over 30 years with qualification of CPA and
' CPV (Certified Public Valuator), which brought him rich experience in financial management and
HiM kL capital operations. In February 2005, Mr. SUN was awarded title of “Top 10 CFO in China” as the |

Mr. SUN Yu Guo . .
only successful candidate from Shandong Province.
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Mr.Mark F.Schumm » BI4E525% » AA AT > TR KB THBAEAL » EME
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Mr. Mark F. SCHUMM, aged 32, is the Non-executive Director of the Company. He obtained MBA
from principal Major of Finance at University of Michigan, USA. Mr. SCHUMM is currently the
Vice President of Asia Operations and Development in Anheuser-Busch International, Inc. 1n the
past 20 years, Mr. SCHUMM worked for A-B Company to be responsible for the corporate planning

|
and development of international business, as well as the accounting, finance, export, brand |

management for their products in Europe and Canada, and obtained rich experience in site operational
management in Japan as well us business development in Asia.

Mr. Mark F. SCHUMM
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Mr. CHU Zhen Gang, aged 59, is the Independent Director of the Company, and Senjor Economist
with EMBA at Nankai University. He is the General Manager of Qingdao Enterprise Developing &
Investing Co., Ltd. Mr. CHU was ever the Deputy Manager of Qingdao Fuel Co., Ltd., Department
Head and Deputy Director of Qingdao Economy Commission, Vice Head of Government of Shinan

iﬁﬁim%'i' District of Qingdao, with over 30 years” experience in corperate and economic management. Mr.
Mr. CHU Zhen Gang " CHU is also the Director of Lucent Technologies Qingdac Communications Systems, Ltd., Vice

Chairman of Qingdao Yellow Sea Rubber Co., Ltd.. and eic,
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Mr. FU Yang, aged 58, is the Independeat Director of the Company. He is the Partner and Director ‘
of Kang Da Law Firm in Beijing, Arbitrator of China International Economic and Trade Arbitration |
Commission. Mr. FU ever served as Deputy Director of the Economic Law Office in the Commission
of Legislative Affairs of NPC, participating in preparation of over 40 laws such as Economic
Contract Law, Law on Economic Contracts Involving Foreign Interest, Minerat Resources Law, Law

on the Administration of Drugs, Company Law, and Environmental Protection Law. Mr. FU was
also Vice President of 3rd, 4th and 5th All China Lawyers Association,

Mr. FU Yang
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Ms. LI Yan, aged 51, is the Independent Director of the Company. She is the Professor in School of
Public Finance and Administration and Vice President of Finance School at Central University of
Finance and Economics, member of China Finance and Taxation Law Society and member of
National [nstitute of Teaching Study of Finance. Ms. LI is the Non-professional Member with CPA
certificate of the Chinese Institute of Certified Public Accountants. Ms. L1 has years' of experience
in teaching, researching and practicing of finance and taxation. She published over 20 bouks and
textbooks as chief editor, and hosted dozens of significant subjects including the project of the

B2 5.5 National Social Science Fund, participated in the researches on the State’s. ministry's and provincial
M=, L] Yan

subjects including those of the State-owned Assets Supervision and Administration Commission of
the State Council, Ministry of Finance. Ministry of Education. China Law Society., and Beijing,
Meanwhile, as Consulting Expert of NPC Finance and Economy Committee. Ms. LI participated in
the working cut and discussions for revision of laws including Law of Administration of Taxes
Collection, Law of Governmental Purchase, Budget Law. hosted and participated in the working our
of the 'l Ith 3-year’ Scheme of Finance for some districts and countries in Beijing, and ook position
of Financial Consultant in a couple of companies, which played active roles in serving the society.
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Mr. POON Chiu Kwok. aged 435, is the Independent Director of the Company. He is currently an
Executive Director of the Huabao International Holdings Limited. Mr. POON holds a master degree
in arts. majoring in international accounting. a postgraduate certificate in laws, a bachelor degree
with honors in laws. and a bachelor degree with honors in arts, majoring in business studies. He is a
member of the Hong Kong Securities Institute ("HKSI"). the Institute of Chartered Secretaries and
Administrators, the Hong Kong Institute of Chartered Secretaries. and Professional Education

0 Committee of HKSI. Mr. POON has extensive experience in securities regulations and commercial
Mr. POON Chiu Kwok

and investment banking. He has been working as a regulator, investment banker and financial
adviser in the financial and securities sector for around 22 years. Mr. POON currently serves as an
Independent Non-executive Director of CATIC Shenzhen Holdings Limited being a H-share company
listed on the Main Board of HKEx.
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Mr. SUN Jia Yao

WHIT RS
Mr. HUANG Zu Jiang
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Mr. REN Zeng Gui
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Mr, SUN Jia Yao, aged 58, is the Chairman of the Board of Supervisors of the Company, with
university educational background. Mr. SUN is also the Chairman of the Board of Supervisors of
Qingdao Yiging State-owned Assets Holdings Company, Qingdao Liuting International Atrport
Company, and Tsingtao Brewery Group Company Limited. Mr. SUN ever served as Deputy Secretary
to the Party of Huang Dao District of Qingdao, Deputy Head of Government of Taidong District of
Qingdao, and Board Director and Deputy Secretary to the Party of Qingdao Textile Corporation,
which helped him be familiar with corporate and economic management. Since 1999, Mr. SUN has
accumulated considerable experience in operating Board of Supervisors through taking the position
as full-time Chairman of Board of Supervisors of Qingdao Kailian (Group) Corporation Limited
and Qingdao (Hong Kong) Huaging Development Co.. Ltd. under assignment by the People's
Government of Qingdao.

AT A » BAF425E » AATIBUCEN » WP KBEMBAR R « AL REARA T 4B
BRSO AT AN - MEIT T T RAE B e - AR IR
o RRBE - RIRE - WE o SRONT R 0T A R - B AT AR > e
WERATE AR B4 > A W04 RAT R -

Mr. HUANG Zu Jiang, aged 42, is the Supervisor as Staff Representative of the Company with
EMBA at Nankai University. He is currently Assistant to President of Production and Operation,
and Head of Production Management Dept. of Manufacturing Center. Mr. HUANG ever worked as
Director of Brewing Workshep. Head of Production Planning Dept., Assistant to the Factory Manager,
Deputy Factory Manager and Factory Manager of Tsingtao Brewery No. 2, as well as Board Director,
Vice General Manager of Shenzhen Tsingtac-Asahi Company Limited, and etc. Mr. HUANG ‘
accumulates substantial experience in corporate management after having worked for the internal
corporate management for vears.
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Mr. REN Zeng Gui, aged 44, is the Supervisor as Staff Representative of the Company with MBA |
Class at University of Foreign Business and Economics, and holds title of Accountant. He is the
Head of Internal Control of the Company. Mr. REN was ever the Finance Director of Tsingtao
Brewery No. 5 Company Limited, Head of Audit Dept. under Office to the Board of Supervisors |
and Head of Audit Dept. Mr. REN has been working with financial and auditing affairs for over 20 ‘
years, which brought him substantial experience in corporate finance management and auditing. j
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Ms. Frances ZHENG, aged 45, is the Supervisor as Sharcholders Representative of the Company.
She obtained MBA at Eastern University of Pennsylvania, USA. She is currently the Finance
Director of Anheuser-Busch Asia, Inc. Ms ZHENG has worked for international and professional
agencies and enterprises in China, USA and Hong Kong SAR for over 20 years with substantial
experience. Her working scale includes the professional services of business development, taxation
planning. and the areas of enterpr