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The Company has been always seriously abiding by the
regulations and rules by China Securities Regulatory
Commission, Shanghai Stock Exchanges and The Stock
Exchange of Hong Kong Limited, committing to the
continuous improvements of corporate governance structure.
The Company has applied the stipulated principles in the Code
on Corporate Governance Practice and followed the terms in
it. It will continue to strengthen its measures on corporate
governance and the transparency to its shareholders in future.

The measures taken by the Company for corporate governance
are as follows:

I. Board of Directors

The target of the Board of Directors is to supervise the
Company’s business and operational management, hence to
increase its shareholders’ value.

Under the leadership of the Chairman, the Board of Directors
is responsible for preparing, reviewing and approving the
Company’s development and business strategies, reviewing
and approving its annual budget and final accounts, proposing
dividends, and approving the fundamental management system
as well as supervising the management, subject to the Articles
of Association of the Company and the discussing rules of
the Board of Directors. The management, led by the President,
is responsible for the daily operational management of the
Company.
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The Company successfully set up the 5th Board of Directors
in June 2005, under the requirements of Code of Corporate
Governance Practices and Code of Corporate Governance
for Listed Companies in China, as well as taking reference to
the operational mode of large international companies. The
new Board of Directors is comprised of 11 members — Mr.
LI Gui Rong, the Chairman, Mr. JIN Zhi Guo, the Vice
Chairman, and the other three Executive Directors: Mr. SUN
Ming Bo, Mr. LIU Ying Di, and Mr. SUN Yu Guo (all three
of them are nominated by the largest shareholder, the State-
owned Assets Supervision and Administration Commission
of Qingdao); two Non-executive Directors: Mr. Stephen J.
BURROWS, the Vice Chairman, and Mr. Mark F. SCHUMM,
the Director (nominated by the Company’s principal
shareholder A-B); and four Independent Directors (nominated
by the Board of Directors): Mr. CHU Zhen Gang (re-elected),
Mr. FU Yang, Ms. LI Yan and Mr. POON Chiu Kwok (the
latter three are newly appointed). In the report period, the
new Board of Supervisors was also successfully set up, and
Mr. SUN lJia Yao, Mr. LIU Qing Yuan, Mr. ZHONG Ming
Shan, Mr. CHEN Jun, and Ms. Frances ZHENG were elected
Supervisor at the Annual General Meeting, besides, Mr. YU
Jia Ping, Mr. HUANG Zu Jiang and Mr. REN Zeng Gui were
elected Supervisor as staff representative. The latest Board of
Directors and Board of Supervisors are comprised of experts
and scholars in the fields of brewery, law, finance and
accounting from Mainland China, USA and Hong Kong, who
bring their respective precious professional knowledge to the
Board of Directors, Board of Supervisors and their work, and
make the structure of Directors and Supervisors more
reasonable. By so far, the Company’s External Directors and
Independent Directors are accounted to over 1/2 and over 1/3
respectively of the total number of the members of the Board
of Directors, and the External Supervisors are accounted for
over 1/2 of the total number of its members, which shows its
leading position among the domestic listed companies, and a
great step forward the internationalizing level of corporate
governance structure.
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All newly appointed Directors were provided with Notes to
the Position (Director’s Manual) before they stepped on the
position and received subsequent training on laws and
regulations. In the same time, to help the External Directors
have a deep understanding over brewery industry and
competition, the Company organized these newly-appointed
Directors in an appropriate time to visit places such as Beijing
and Shenzhen for site study to understand the operation of its
subsidiaries and the local markets after the establishment of
the new Board of Directors.

All Directors entered into a 3-year service contract taking
effect from 23 June 2005 with the Company, in which the
service term of Independent Director should not exceed 6

years.

Roles as Chairman and President

Mr. LI Gui Rong is the Chairman, and Mr. JIN Zhi Guo is the
President of the Company. The positions of Chairman and
President of the Company are taken by two persons instead
of by one person only.

The Company realizes its balance between the Board of
Directors and the management through providing different
duties and responsibilities to the Chairman and the President
respectively, to ensure their independence and accountability.

The Board of Directors is under leadership of its Chairman to
ensure the final and greatest interest of the Company. The
Chairman is responsible for deciding the agenda of each Board
meeting, consulting other Directors before the meeting for
any proposals to be discussed in the meeting, and considering
to include their proposals into the agenda depending on the
situation. Besides, the Chairman should also be responsible
for leading and determining the overall business development
targets and strategies of the Company, and supervising the
implementation of resolutions passed by the Board of
Directors.
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The President is required to supervise the Company’s daily
operation, planning and implementation of business
development with the supports of the Vice Presidents, as well
as be responsible for the Board of Directors on all business
of the Company. The President should have close cooperation
with all Vice Presidents and management of all departments
to ensure the Company’s smooth operation and development,
keep contact with the Chairman and all other Directors to
report all significant business development and matters, and
be in charge of establishing and maintaining an efficient

management team to provide assistance to fulfill his/her duty.

The authority transfer from the Board of Directors towards
the management should be expressly stated in the Discussing
Rules of the Board of Directors and Detailed Principles for
Work of President.

Meeting Attendance Record

The Board of Directors totally held 6 regular meetings and 1
interim meeting in 2005. All Meeting Notices had been
delivered to all Directors 14 days in advance, and the materials
for discussion were sent to them in reasonable time. Set below
is the attendance record of each Director of the Board and its

committee meetings.

CHLNEE R R
Table of Meeting Attendance Record of the 4th Board of Directors

W Wi Bt A Ty ¥ 5 B %l B
B"UEZHG AHRAERSY WHEHRA
wY Strategy and HR and Corporate Audit and
Board of Investment Governance Finance
Directors Committee Committee Committee
R Numbers 3 1 2 2

WHEREHL © Name of Directors:
i LI Gui Rong 3 A FIN/A A FIN/A A FIN/A
o JIN Zhi Guo 2 1 AN JE FIN/A 798 FIN/A
B e o LIU Ying Di 3 A 5% FHN/A A 5% HN/A A FN/A
#HEH SUN Yu Guo 3 A 5# FIN/A A9 FIN/A AN 98 FIN/A
[EE 35S Stephen J. BURROWS 1 A AN/A A AN/A A JE FAN/A
2 4 W CHU Zhen Gang 1 1 2 2
L 4 TAN Li Ning 1 0 0 0
iaE: WU Hai Hua 3 AN JE FIN/A 2 2
WAL PAN Gui Rong 2 A FIN/A 2 2
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The Audit and Finance Committee (“Audit Committee”) is
comprised of 4 Independent Directors and 1 Non-executive
Director including Ms. LI Yan, the Chairwoman, Non-
executive Director Mr. Mark F. SCHUMM, and Independent
Directors Mr. CHU Zhen Gang, Mr. FU Yang and Mr. POON
Chiu Kwok (its former members Ms. PAN Gui Rong, Mr.
WU Hai Hua and Mr. TAN Li Ning got retired for having
fulfilled their terms). All members are appointed by the Board
of Directors. Ms. LI Yan holds professional qualification as
CCPA with experience and capability in financial and
accounting business.

The Audit Committee is responsible for reviewing the
Company’s quarterly, interim and annual financial statements,
supervising its compliance with laws, regulations and listing
rules, reviewing and governing the accounting policies and
principles applied by the Company, procedures of financial
reporting and its internal control system, as well as auditing
all aforesaid matters. The Committee is also responsible for
governing the appointment of external auditors and their terms
of reference.

Corporate Governance and Remuneration Committee
The Corporate Governance and Remuneration Committee

(“Remuneration Committee”) is comprised of the Independent
Directors Mr. CHU Zhen Gang, Mr. FU Yang and Mr. POON
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Chiu Kwok, the Executive Director Mr. SUN Yu Guo, and the
Non-executive Director Mr. Mark F. SCHUMM, in which Mr.
CHU Zhen Gang takes the position of Chairman (its former
member Mr. WU Hai Hua got retired for having fulfilled his
term). All members are appointed by the Board of Directors.

The Remuneration Committee held 3 meetings in the year of
2005 to review and discuss the matters including nominating
Directors and determining remuneration. For attendance record
of its members, please refer to the above Table of Meeting
Attendance Record.

The main roles of the Remuneration Committee includes:
consider the remuneration system of the Directors and senior
management, undertake appraisal and make suggestions to
the Board of Directors; consider and review the remuneration
scheme of the Directors and other senior management;
consider the scheme to improve corporate governance
structure.

Strategy and Investment Committee

The Strategy and Investment Committee (“Strategy
Committee”) is comprised of the Vice Chairman Mr. JIN Zhi
Guo and Mr. Stephen J. BURROWS, the Executive Directors
Mr. SUN Ming Bo and SUN Yu Guo, the Non-executive
Director Mr. Mark F. SCHUMM and the Independent Directors
Ms. LI Yan and Mr. POON Chiu Kwok, while Mr. JIN Zhi
Guo takes the position of Chairman (its former member Mr.
David RENAUD got retired for having fulfilled his term).
The Strategy Committee held 4 meetings in the year of 2005.
Its main duty is to consider and make suggestion to the long-
term development strategies and significant investing decision-
making of the Company. Within the year, the Committee had
held discussions and made comments to the Board of Directors
over the deregistration of Tsingtao Brewery (Anqiu) Company
Limited, re-structuring of draft beer line of Tsingtao Brewery
No. 2, and installation of draft beer line in Tsingtao Brewery
(Xi’an) Company Limited.

Securities Transactions by Directors

The Company applies the Model Code for Securities
Transactions by Directors by Listed Issuers (“Model Code”)
included in the Appendix 10 of Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules”). The Board of Directors confirms that, for
the year ended on 31 December 2005, all Directors of the
Company had been in compliance with the Model Code in the
Appendix 10 of the Listing Rules.
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Director’s Responsibilities to the Financial Statements

The following stated Director’s responsibilities to the Financial
Statements, should be read together with the Auditor’s Report,
which expressly stating the reporting responsibilities of the
auditors of the Company, in the Annual Report, but should be
understood separately.

Financial Reporting

The Board of Directors holds annual review and discussion
over annual, interim and quarterly results based on the
substantial financial information provided by its management,
and approves the disclosure to the public. The Directors
acknowledge their responsibilities for the preparation of the
financial statements which give a true and fair view of the
Company’s operations for the fiscal years.

External Auditor

The Company extended the service term of
PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company and PricewaterhouseCoopers
as its domestic and international auditor for 1 year. They
have provided auditing services to the Company for 4 years.
For the year of 2005, the Company should pay HKD5,650,000
to PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company and PricewaterhouseCoopers
for their full-year auditing work.

Internal Control and Risk Management

The Board of Directors takes the responsibility of the
effectiveness of the Company’s internal control system. The
Audit and Finance Committee reviews the financial and
internal control system for the Company and its subsidiaries
once a year, and believes its current internal control system
is basically effective and compliant. At the same time, the
Board of Supervisors also makes supervision over the financial
operation of the Company.

II. Board of Supervisors

The Board of Supervisors is an important part of the corporate
governance structure of the Company, which is responsible
for supervising members of the Board of Directors and senior
management on undertaking their duties and responsibilities,
checking the financial operations for the Company, and etc.

II1. Effective Communications with
Shareholders

The Board of Directors makes sufficient disclosure to its
shareholders on the performance and business development
of the Company, and fully understands the importance of
sound relationship and effective communications with all
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shareholders. It releases timely information to the shareholders
through publishing the announcements, annual reports, interim
reports and quarterly reports, notices to shareholders. The
Board of Directors believes that, the Annual General Meeting
is a main channel of direct dialogue with its shareholders. All
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H-share shareholders of the Company can obtain Notice of
Convening Annual General Meeting, Interpretation Documents
or Notice over Specific Issues (i.e. revision of the Articles of
Association and election members of Board of
Directors, etc.) by post. All Directors attended the
2004 Annual General Meeting held in June 2005
and seriously answered questions from the
shareholders who attended the Meeting.

Meanwhile, the Annual General Meeting approved
to revise the Articles of Association for the
Company by including some new provisions, as
required by the national regulatory bodies,
concerning protecting investors’ legal rights and
interests, further standardizing corporate
governance and strengthening investor relations;
incorporating the Discussing Rules of General
Meeting, Discussing Rules of Board of Directors
and Discussing Rules of Board of Supervisors into
the Articles of Association as appendices, and
implementing it after obtaining approval from the
Annual General Meeting, hence to improve the
construction of the Company’s internal governance
system to ensure its compliant operations.

Investor Relations

The Board of Directors understands that, it is
extremely important to establish good relations
with investors. The Company has established a
good communicating channel with investors and
analysts to present its business performance to
them in time. In 2005, the Company held briefings
and road-shows after annual results announcement,
and provided the analysts and investors with the
updated information of the Company’s business
development by hosting their visits and holding
conference calls. The Company was also invited

to attend large-scale investment forums and conferences held
by domestic and overseas securities and financial institutes,
in which it made broad talks and communications with the
investors. For the year of 2005, it improved its transparency
to the public by totally attending 6 conferences of this kind,
and holding over 120 one-to-one meetings. For the annual
results for 2005 and other announcements, please visit the
website of The Stock Exchange of Hong Kong Limited or our
Company.

i > “ER AR MGG HEAR > BT
WHEE® T RSN BRI TAREWE
AN T i R R AR R SR AR A B S A 3 T
A8 A o 1B A T e A oy ) A sl AL B

TR A R A TSINGTAO BREWERY CO., LTD.



