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2. Discharge of Responsibilities by Independent Direcotors

Among the three special committees, independent directors representing

the majority assume chairmanship in all but strategy & investment committee.

These independent directors conscientiously discharged their responsibilities

by attending all board meetings, convening and chairing 7 meetings of special

committees under the Board in which they put forward many constructive

opinions and recommendations related to financial auditing, appointment of

top management, major operational decisions and etc.

3. The Company has been separated from its controlling shareholder

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

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

completely independently.

4. The Board's Remuneration Committee (restructured as Human Resource

& Corporate Governance Committee in June of 2002) 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 as well as duties performed.

10. Use of proceeds

The Company issued additional A Shares in 2001 with gross proceeds of

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

amounted to RMB757,728,570.
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The meeting considered and approved 9 resolutions on work report of the

Board of Directors for 2001, the work report of Supervisory Committee for

2001, 2001 financial report ( audited ), profit appropriation scheme for 2001,

appointment of the Company’s auditors in the PRC and the international

auditors, the authorization for the Board to determine their respective

remuneration, election of the 4th Board’s members, members of the 4th

Supervisory Committee, the aggregate remuneration for newly elected Board

members and supervisors whose respective salary will be decided by the

Board and the Supervisory Committee and buying liability insurance for the

company’s directors, supervisors and other top management. Approved by

a special resolution, the Directors were authorised to additional issue with

not more than 20% of issued H shares and approved the Boards to propose

amendment plans to the Company’s Articles of Association.

9. Corporate Governance

1. Corporate Governance

The Company has established regulatory corporate governance structure,

perfected the management mechanism characterized by intro-surveillance

among the shareholders’ meeting, the Board, the Supervisory Committee

and top management, and set up relevant procedural rules as well as working

regulations to ensure harmonized, regulatory operation. During the reporting

period, we amended the Articles of Association in accordance with Criteria

of Corporate Governance of listed Companies and re-elected the Board and

Supervisory Committee. The external directors and supervisors represented

respectively over a half of the composition of the Board and the Supervisory

Committee, with independent directors over one third of the Board

membership.

The Board of the Company deeply recognized the importance of proper

corporate governance for protection of shareholders’ interests, enhancement

of shareholders’ value and operates in strict compliance with relevent

regulations both at home and abroad as well as the Company’s Articles of

Association. The Board has set up 3 special committees, namely strategy

and investment committee, audit and finance committee, human resources

and corporate governance committee, all of which have their own working

regulations so as to ensure scientific and efficient decision to be made by

the Board.
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2. Discharge of Responsibilities by Independent Direcotors

Among the three special committees, independent directors representing

the majority assume chairmanship in all but strategy & investment committee.

These independent directors conscientiously discharged their responsibilities

by attending all board meetings, convening and chairing 7 meetings of special

committees under the Board in which they put forward many constructive

opinions and recommendations related to financial auditing, appointment of

top management, major operational decisions and etc.

3. The Company has been separated from its controlling shareholder

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

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

completely independently.

4. The Board's Remuneration Committee (restructured as Human Resource

& Corporate Governance Committee in June of 2002) 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 as well as duties performed.

10. Use of proceeds

The Company issued additional A Shares in 2001 with gross proceeds of

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

amounted to RMB757,728,570.
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The meeting considered and approved 9 resolutions on work report of the

Board of Directors for 2001, the work report of Supervisory Committee for

2001, 2001 financial report ( audited ), profit appropriation scheme for 2001,

appointment of the Company’s auditors in the PRC and the international

auditors, the authorization for the Board to determine their respective

remuneration, election of the 4th Board’s members, members of the 4th

Supervisory Committee, the aggregate remuneration for newly elected Board

members and supervisors whose respective salary will be decided by the

Board and the Supervisory Committee and buying liability insurance for the

company’s directors, supervisors and other top management. Approved by

a special resolution, the Directors were authorised to additional issue with

not more than 20% of issued H shares and approved the Boards to propose

amendment plans to the Company’s Articles of Association.

9. Corporate Governance

1. Corporate Governance

The Company has established regulatory corporate governance structure,

perfected the management mechanism characterized by intro-surveillance

among the shareholders’ meeting, the Board, the Supervisory Committee

and top management, and set up relevant procedural rules as well as working

regulations to ensure harmonized, regulatory operation. During the reporting

period, we amended the Articles of Association in accordance with Criteria

of Corporate Governance of listed Companies and re-elected the Board and

Supervisory Committee. The external directors and supervisors represented

respectively over a half of the composition of the Board and the Supervisory

Committee, with independent directors over one third of the Board

membership.

The Board of the Company deeply recognized the importance of proper

corporate governance for protection of shareholders’ interests, enhancement

of shareholders’ value and operates in strict compliance with relevent

regulations both at home and abroad as well as the Company’s Articles of

Association. The Board has set up 3 special committees, namely strategy

and investment committee, audit and finance committee, human resources

and corporate governance committee, all of which have their own working

regulations so as to ensure scientific and efficient decision to be made by

the Board.
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As at the close of the reporting period, the balance of the proceeds of the

Company stood at RMB130, 390,000, which was temporarily used as working

capital of the Company.  In light of the uncertain prospects of the local market,

the draft beer project of Xi'an Company has not been put into operation.  As

regards the remaining projects, all have been completed and commenced

operation.

11. 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, 2002 to 31st December, 2002.

12. Directors' and Supervisors' interest in contracts

None of the Directors and Supervisors were with material interests in any

contract entered into with the company or any of its subsidiaries during the

year.

In accordance with Articles 94 and 122 of the Company's Articles of

Association, all Directors and Supervisors appointed on 24th June 2002 shall

hold office for a term of 3 years starting from that date. 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).

13. 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 Autralian Barley

Board  and the five largest suppliers of the Company during the year

accounted for 36% of the total purchases of the Company.
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(in RMB ten thousand)
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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%�� !"#$%&'()

54% �� !"#$%& 18,624 18,624 100

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 5,400 79

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 5,800 100

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 9,000 100

Technological renovation in respect of Sanshui Company

  for a Phase 1 production of 150,000 tonnes

  (annual production of 200,000 tonnes)

�� !"#$%&'() 1,000 835 84�� !"

Setting-up of the electronic sales network of the (completed)

  Company

�� 76,299 62,734 82

Total

Use of Proceeds during the reporting period:

�� !"#E�F
Report of the Directors (Cont’d)


