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VIII. Annual General Meeting

On 8th June, 2001, the Company held its 2000 Annual General Meeting.

Shareholders representing 799,406,369 shares, or approximately 79.94%

of the total issued share capital of the Company, attended the meeting. A

quorum was constituted in accordance with the Articles of Association of the

Company. The Annual General Meeting considered and approved the work

report of the Board of Directors for 2000, the work report of the Supervisory

Committee for 2000, the audited financial report for 2000, profit distribution

scheme for 2000, the financial disposal scheme on the Company's housing

fund, appointment of the Company's auditors in the PRC and the international

auditors. Approved by a special resolution were the granting of a new issue

and repurchase mandates for the Board of Directors. The number of new “H”

Shares issue shall not exceed 20% of the issued “H” shares and the

repurchase shall not exceed 10% of the issued “H” shares.

On the same date, the Company held the PRC Shareholder's Extraordinary

Meeting and the Foreign Shareholders' Extraordinary Meeting. Approved at

the meetings were the granting of repurchase mandate for the Board of

Directors. The number of the repurchase shall not exceed 10% of the issued

H shares.

VIIII. Structure of Corporate Governance

1.Corporate Governance

The Company has strictly complied with the relevant regulations in respect of

corporate governance of listed companies issued by both domestic and

international regulatory bodies, while continuing to optimize the structure of

corporate governance and to operate under the Articles of Association. The

Company has formulated and implemented "Procedural Rules of Shareholders'

General Meetings", "Procedural Rules of Board Meetings", "Procedural Rules

of Supervisory Committee Meetings" and "Work Regulations of General

Manager". During the election of the Board and the Supervisory Committee of

the Company for a new term in 1999, the newly-elected external directors and

supervisors represented respectively over a half of the composition of the Board

and the Supervisory Committee. The Company has established a system of

independent directorship where independent directors account for one third of

the Board membership.
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The Board of the Company deeply recognizes the importance of proper

corporate governance on protection of shareholders' interests and

enhancement of shareholders' value. To this end, the Company will make

unsparing effort. The Company has appointed an experienced and world-

renowned management consultancy firm, Sitengsite, as its management

consultant and implemented the EVA system. The firm is now in the process

of formulation of proposals of further adjustment and optimization in the

structure of corporate governance and the practice of the Board. The

Company intends to propose further amendment to the Articles of Association

in accordance with the relevant requirements of the "Criteria of Corporate

Governance of Listed Companies" in the forthcoming annual general meeting

of shareholders to be held in June this year.

2.Discharge of Responsibilities by Independent Directors

The Board of the Company has set up an audit committee, a remuneration

committee, and a nomination committee. In these special committees,

independent directors representing the majority assume chairmanship. These

independent directors conscientiously discharged their responsibilities by

attending all board meetings, convening and chairing all meetings of every

special committee under the Board in which they put forward many

constructive opinions and recommendations.

3. The Company has been separated from its controlling shareholder

(Qingdao state-owned assets administration bureau) in such respects as

business, stuff, assets, organization, finance etc. It develops its business

completely independently.

4. The evaluation and incentive mechanism for the Company's top

management staff.

The Board's Remuneration Committee has initially established the

remuneration regulations for the Company's top management. The Committee

gives top management staff prize or punishment after evaluation of their

annual achievement.

X. Use of proceeds

The Company had an additional issue of A shares in 2001 with gross proceeds

of RMB787,000,000. After deduction of issue expenses, the net proceeds

amounted to RMB757,728,570.09.
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Description of Investment Amount Actual Invested Amount

Application of Proceeds undertaken to be made Investment expressed as

a Percentage

�� !"# 75% �� !"#$%& 15,375 15,375 100

Acquisition of 75% equity interest from foreign

   investors of Carlsbrew Shanghai

�� !"# 62.64%�� !"#$%&'( 18,624 18,624 100

� 54% �� !"#$%&

Acquisition of 62.64% equity interest from foreign

  investors of Five Star Company and 54% equity

  interest from foreign investors of Three Ring Company

�� !"#$% !%&'()*+ 6,800 535 8

Technological renovation of draught beer production

  lines of Tsingtao Brewery No.2

�� !"# 5�� !"#!$%&'() 12,000 0 �

Technological renovation of draught beer production

  lines of Xian Company for an annual production of

  50,000 tonnes

�� !"#$10�� !"#$%&' 7,700 7,700 100

Phase 1 technological renovation in respect of Maanshan

  Company for an annual production of 100,000 tonnes

�� !"# 15�� !"# 10�� !"# 5,800 5,747 99

Technological renovation in respect of Zhuhai Company

  for a Phase 1 production of 100,000 tonnes

  (annual production of 150,000 tonnes)

�� !"# 20�� !"# 15�� !"# 9,000 7,454 83

Technological renovation in respect of Sanshui Company

  for a Phase 1 production of 150,000 tonnes

  (annual production of 200,000 tonnes)

�� !"#$%&'() 1,000 711 71

Setting-up of the electronic sales network of the

  Company

�� 76,299 56,146 74

Total

(1)Use of Proceeds during the reporting period:
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(2)As at the close of the reporting period, the balance of the proceeds of the

Company stood at RMB196, 270,000, which was temporarily used as working

capital of the Company. The main reason for this is that the draught beer

projects of Xi'an Company has not been put into operation yet in the light of

changes in market situation.

XI. Code of Best Practice

The Board of Directors confirms that the Company has complied with the

Code of Best Practice as set out in Appendix 14 of the Rules Governing the

Listing of Securities on the Stock Exchange of Hong Kong Limited throughout

the 12-month period from 1st January, 2001 to 31st December, 2001.

XII. Directors' and Supervisors' interest in contracts

None of the Directors and Supervisors was materially in any contract entered

into with the company or any of its subsidiaries during the year.

In accordance with Articles 94 and 112 of the Company's Articles of

Association, all Directors and Supervisors appointed on 24th June 1999 shall

hold office for a term of 3 years starting from that ate. Service contract has

been entered into between the Company and those newly appointed Directors

or Supervisors. The Directors or Supervisors have not entered into any service

contract with the Company or any of its subsidiaries during the year, which is

not terminable by the Company, or such subsidiaries within the year without

payment of compensation (other than statutory compensation).

XIII. Major suppliers and customers during the year

1. Major suppliers of the Company during the year

The largest supplier of the Company during the year was Laoshan Glass

Manufacturing Plant, which accounted for 7.3% of the total purchases of the

Company. And the five largest suppliers of the Company during the year

accounted for 32% of the total purchases of the Company.
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2. Major customers of the Company during the year

The largest customer of the Company during the year was Taizhou Liquor

Development Co., Ltd., which accounted for 5.5% of the total sales of the

Company. And the five largest customers of the Company during the year

accounted for 18.3%, less than 30% of the total sales of the Company.

During the year, none of the Directors, Supervisors, their associates and

shareholders holding more than 5% of the Company's share capital had an

interest in any of the five largest suppliers or customers of the Company.

XIIII. Purchase, sales and redemption of shares

During the period under review, neither of the Company nor any of its

subsidiaries had purchased, redeemed or sold any of the listed securities of

the Company.

XV. Principal subsidiaries and associated companies

The particulars of the Company's subsidiaries and associated companies

are set out in Note 18 and 19 to the accompanying financial statements.

XVI. Fixed assets

Details of movement in fixed assets during the year are set out in Note 14 to

the accompanying financial statements.

XVII. Details of loans

Details of bank borrowings as at 31st December 2001 are set out in Note 24

to the accompanying financial statements.

XVIII. Other matters to be reported

The annual report has been prepared in both Chinese and English. In case

any conflict occurs , the Chinese version shall prevail (Both the Chinese and

English version of the financial statements prepared in accordance with

Generally Accepted Accounting Principles in Hong Kong are effective). The
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summarized 2001 annual report of the Company was published on 4th April,

2002 in Chinese and English in "Shanghai Securities Journal", the "China

Securities Journal" in China and "Wen Wei Pao", "Hong Kong iMail" in Hong

Kong respectively.

XVIIII. Auditors

During the year, Messrs. Arthur Andersen�Hua Qiang Certified Public

Accantants and Arthur Andersen & Co were appointed as auditors of the

Company in the mainland and Hong Kong have audited the accompanying

financial statements.

On behalf of the Board

Li Gui Rong

Chairman

Qingdao, People's Republic of China,

3th April, 2002

���

�� !"#$�� !"#�� !"�� !"#$�� !"#$�� !"#$%

From left to right:

Ms. Yan Xu, Mr. Sun Yu Guo, Mr. Li Gui Rong, Mr. Jin Zhi Guo, Ms. Yuan Lu.
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