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Tsingtao Brewery Company Limited (the “Company” or “the
Company”, together with its subsidiaries, the “Group”), the
earliest brewery in China, can trace its root back to 1903 when
its predecessor, the State-owned Tsingtao Brewery Factory,
was established. The Company was registered on 16 June 1993,
and then issued H-shares in Hong Kong which were listed on
The Stock of Exchange of Hong Kong Limited (the “Stock
Exchange”) on 15 July 1993, being the first domestic enterprise
listed on an overseas stock exchange. In July 1993, the Company
issued A-shares in China, which were listed on Shanghai Stock
Exchange on 27 August 1993.

The business scope of the Company is the production and sales
of beer, and other related business. The Company occupies
leading position in the domestic beer industry in term of size
and market share with 53 breweries in 18 provinces, cities and
regions all over China. Its product Tsingtao beer has become the
most well-known Chinese brand in the international market and
has been distributed to more than seventy countries and regions
throughout the world.
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— . FEA U B o 9 R A 1. Prepared in accordance with Hong
Kong Financial Reporting Standard
(“HKFRS”)
(Hfr 2 A R#FFIC) (UNIT: RMB'000)
g 0|
Group
2009 2008 2007 2006 2005

s Turnover 17,760,536 15,781,382 13,529,892 11,677,160 10,019,857
R B iy 2 ) Profit before income tax 1,739,333 1,108,089 992,580 627,820 531,662
FR AL Income tax expense (440,221) (374,317) (413,812) (179,063) (188,356)
AW B R LA Profit attributable to (45,821) (34,218) (39,857) (890) (36,717)

minority interests
JBE AR A 2L Profit attributable to 1,253,291 699,554 538,911 447,867 306,589

shareholders of the

Company
g Total assets 14,867,453 12,532,231 11,545,235 9,577,983 9,575,458
A Total liabilities (6,304,299)  (6,114,616)  (5,556,900)  (3,878,260)  (4,042,382)
AU RRE SRS Minority interests (342,574) (335,377) (479,150) (452,294) (576,686)
IFBRAREA R R Equity attributable 8,220,580 6,082,238 5,509,185 5,247,429 4,956,390

to the Company’s

shareholders

e 30|
Group
2009 2008 2007
. BREF (D) Earnings per share (RMB) 0.953 0.535 0.412
2. HEEWREEIMRET) Return on net assets 18.57% 11.85% 10.22%
(weighted average)
B R (2 ) Return on net assets (fully diluted) 15.25% 11.50% 9.78%
3. REFEEOGT) Net assets employed per share 6.08 4.65 4.21
(RMB)

4. JRORRERS b Shareholders equity ratio 55.29% 48.53% 47.72%
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2. Prepared in accordance with PRC GAAP

1. 2009 financial information of the Group

(Hfr - NR#TF) (UNIT : RMB'000)

b Operating profit 1,588,725

)3 48 A Total Profit 1,739,333

B JBE A B N ) PR A ) T Net profit attributable to shareholders of the 1,253,291
Company

5 A BE O W R AN R IE R R MR 2R A Net profit attributable to shareholders of the 1,117,694
Company after deduction of extraordinary profit
and loss

A0 5 T A W B A AR Net cash flows from operating activities 3,361,001

Bk JERH RS TE B RS ¢ Note: Extraordinary items include:

I B AR AR Loss on disposal of non-current assets (39,837)

FHAE IR 25 0 BOR Al B Government subsidies included in the profit and 199,388
loss of the period

22 Gy A Rl A A AR ) B B R R Fair value losses and realised gain on derivative (1,006)
financial assets — net

Ji R A R A A U B BB IR A Disposal gains of available-for-sale financial 7,294
assets

B PR AT D ) R IR 1 4 A o Write-back of provision of receivables subject to 10,000
individual impairment test

e b Jat 2% T 2 A7 i) JHC Al 5 S B S Other non-operational income and expenses (8,943)
excluding the above items — net

it Sub-total 166,896

P A5 5% 2B A Income tax effects 124,885

A U B SRORE 25 52 B (BLAR ) Minority interests effects (net of tax) (6,414)

frat Total 135,597

NEFEFEEERZ A RAG B H B3 2. The financial statements of the Group are prepared

75 PR A A S B S R B A ) o 4R
A i 0 ot A ) B e S ot o U A o )
B B R Z IR B > T H Re&BR

T

under the Hong Kong Financial Reporting Standards for

disclosure purposes of its H Shares listed on The Stock

Exchange of Hong Kong Limited. There was no difference

between the consolidated financial statements prepared

under the Hong Kong Financial Reporting Standards

(“HKFRS”) and the generally accepted accounting
principles in China (“PRC GAAP”). The items and the

amounts are set out as follows:
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(Bfr - NR¥T) (UNIT: RMB’000)
50 B % B 2 ) DB R O R T AR 4 il B SR 3 R
Net Profit attributable Net Assets attributable
to the Company’s to the Company’s
shareholders shareholders
A% 9 ¥ % LIRIIE WA
Current Last Opening Closing
¥ H Items period period balance balance
b A S g T e A Under PRC GAAP 1,253,291 699,554 8,220,580 6,082,238
RSB G Z B Adjustments under HKFRS — — — —
FRAT U T 2 i R T Under HKFRS 1,253,291 699,554 8,220,580 6,082,238
3. T E IR BB R 3. Principal financial data and financial indicators
(Hfr - NR#TF) (UNIT: RMB’000)
TEGEER Major accounting information 2009 2008 2007
BREBA Operating income 18,026,108 16,023,442 13,709,220
) 16 A 7 Total profit 1,739,333 1,108,089 1,004,123
B A 8 4 ) JBE R ) Net profit attributable to the 1,253,291 699,554 558,142
Company’s shareholders
B 7 2 0 e TR 0 ok Net profit attributable to the 1,117,694 597,510 426,308
JE A 1H 25 A A Company’s shareholders
after deduction of
extraordinary profits and
losses
B B Wit Basic profit per share 0.9528 0.5347 0.4266
TR B g Diluted profit per share 0.9528 0.5347 0.4266
MR H HEH R AR Basic profit per share after 0.8497 0.4567 0.3259
FeAR g Bl 5 deduction of extraordinary
profit and loss
2 4 9 R IR AR R (%) Fully diluted return on net 15.25 11.50 10.13
assets (%)
JIRE T ¥ 5 B AR R (%) Weighted average return on 18.57 11.85 10.41
net assets (%)
0B I 2R H M 18 #5148 2 i i Fully diluted return on net 13.60 9.82 7.74
B RS R (%) assets after deduction of
extraordinary profits and
losses (%)
BRI AL M 1R A5 A% 1 Weighted average return on 16.56 10.12 7.95
G E R AR (%) net assets after deduction
of extraordinary profits and
losses (%)
BRAE G B A 2k 0 B A R Net cash flow from operating 3,361,001 1,509,586 1,094,094
activities
AR I A Bl Net cash flow from operating 2.56 1.15 0.84
i activities per share
M Total assets 14,867,453 12,532,231 11,545,235
S50 B A R A ) Y e SRR 2 Equity (or shareholders 8,220,580 6,082,238 5,509,185

equity) attributable to the
Company’s shareholders
AR R B RE K E Net assets per share
attributable to the
Company’s shareholders 6.08 4.65 4.21
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(Hfr 2 A R#FFIC) (UNIT: RMB’000)

Change in shareholders’ equity in the reporting period

B

b s at

Rk i Total

S A TR 45 Minority shareholders

Equity attributable to the Company’s shareholders interests equity
iizie
Tk BANR BERAK RAMEHH iR
Share Capital Surplus  Unappropriated Translation

HH Items capital reserve reserve profits difference

ik Opening balance 1,308,219 3,025,716 536,108 1,206,403 5,192 335377 6,417,615

S Increase in the period 42,764 1,171,511 77,434 1,253,291 240 45821 2,591,061

RIS Decrease in the period — (2.410) — (404,488) — (38,624) (445,522)

LiFR Closing balance 1,350,983 4,194,817 613,542 2,055,206 6,032 342,574 8,563,154

(1) AR EAAR + ARG I 2 A 35 47 hE 3 (1)  Share capital and capital reserve: Increase in the
iy AR e SR AR AE 5 year represents increases in the share capital and

share capital premiums upon exercise of warrants;

(2)  BERARE © AAEIE Ik AAE BRI BLAR A (2)  Surplus reserve: Increase in the year represents the
s surplus reserve appropriated in the year;

(3)  ARAECHI « A B I %y A 42 BE 7 BB B e (3) Unappropriated profits: Increase in the year
A REA R B R o AR DA A AR BRI represents the net profit attributable to the Company
BRARE B LA 5 realised this year. Decrease in the year represents

the appropriation of surplus reserve and distribution
of dividends;

(4)  DUBRRERS ¢ AR Nk A BB R R (4)  Minority interests: Increase in the period represents

AR A T2 B WO - A ) A B SRR 25 5
BEDL Koy LSRR o

profit attributable to minority shareholders.
Decrease in the period represents effects on
acquisition of minority interests of subsidiaries and
distribution of dividends.
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Dear sharcholders,

I hereby present the Business Report and audited Financial
Statements of Tsingtao Brewery Company Limited for the
accounting year ended 31 December 2009 for your kind review.

I. Analysis to the Domestic Market in
2009

In 2009, despite the impact from the international financial
crisis, China’s beer industry maintained its continuous growth
that the output volume of beer for the full year reached 429.4
million hl (statistics from National Bureau of Statistics China),
representing an increase of 4.7% comparing with that of the
same period in prior year.

In view that the growth of beer industry had slowed down, and
the competition became extraordinarily severe, the leading large
breweries realized rapid growth by relying on their advantages
including brand, channel and matured market layouts. Their
growth rate was higher than that of the average level of the
beer industry which allowed the industry to become more
concentrative. In 2009, the output volume of the three largest
breweries has already accounted for 44.8% of the national
total output volume (statistics from the Beer Branch of China
Alcoholic Drinks Industry Association).

Mr. JIN Zhi Guo
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In 2009, the overall profitability of the beer industry obtained a
great improvement which was attributable to the significant drop
of the price of imported barley, and that the prices of other raw
materials continued to be kept at a low level.

II. Review of the Operations

In 2009, with the negative impacts brought by the international
financial crisis and the severe competition in the domestic beer
market, the Company raised its working guideline of “To explore
the market with full efforts, to decrease the costs with full
efforts, and to prevent from the financial risks with full efforts”.
In the full-year of work, the Company realized a significant
growth of operational results through taking certain measures,
including striving to adjust its product mix, increasing its sales
and lowering its costs. For the year, the Company’s sales volume
of beer reached 59.1 million hl, representing an increase of 9.9%
comparing with that of the same period in prior year; net sales
revenue reached RMBI17.761 billion, representing an increase
of 12.5% comparing with that of the same period in prior year;
profits attributable to the shareholders of the Company reached
RMBI1.253 billion, representing an increase of 79.2% comparing
with that of the same period in prior year; and earnings per share
reached RMB0.953. The Board of Directors of the Company (the
“Board”) proposed a final dividend of RMBO0.16 (with tax) per
share in cash for the year of 2009 upon taking into consideration
the needs for the Company’s future development and the rewards
to its investors.

In 2009, the Company continued to carry out its brand strategy
of “1+3”, and further optimized its product mix. Tsingtao beer,
the principal brand, grew rapidly that its sales volume reached
29.5 million hl, representing an increase of 22% comparing with
that of the same period in prior year; the total sales volume of
brand “1+3” reached 55.6 million hl, representing an increase
of 9.6% comparing with that of the same period in prior year.
Meanwhile, the Company lowered its production costs so as
to further improve the profitability of the Company through
technical innovation, technological improvements and the
optimization of the production’s operational management. As
the Company optimized its product mix and lowered its costs,
the gross profit rate for the year of the Company reached 34.4%,
representing an increase of 2.6 percentage points comparing
with that of the same period in prior year.



FREEREFHE  Chairman’s Statement

2009 4F 2 ] 4 18 VRAL DA BE T 4 8 1 AR 00 i AL B S
By > BISEPE NBA S BB A 1E » SREIEE T H 5
WAL S T ok S8R 1 N A R [ K R AR HE RS NE > R
T R R RSB > 2009 AF T IS W I 5 R A
L 366.25 1% 70 A\ R W (2008 45 T 55 M1 B4 ot oAV 24
235.41 (576 » 5 R R A ) > AR AR I i
WATEE L -

I AR R W SR B R A-B A W R A A ]
27% B HEAR > H ASH] H W pk 2 g Ak (5] 5 W3l ) Finp
Bt 5 2 2 ) 52 5 H 19.99% M1 7.01% B B RE > A
R B H M AR T CERE A AR R - & Bk A
YRR AL o BRIEBEEZMTIA > ISE AR E—B 8 HAF
VRBE ~ g A B R A0 2y T A G A R 3 A A A o ) 1
}iﬁ °

2009 4F- 24 ] Ji 2y B 2885 5% e W W LA B SR T SRR T
R EZ W RZ RN » AFTE LB HER S MBETN
43 W 32 B VT A A R B R A R h AT R - JLATHES,553
Wy > A AATRED UL B RE 81.46% » BB EEL11.9
fEIe N B > A% B A F AR A KR B R I > 3T
DN B E N -

A W R DL SE 2 0 IR BLAS A ~ LA P B A K AT
BB H R > RS LA Pl > #5 L
5 R 5 20 5 I W YR B3R B 2009 45 J3 o [ T 4 ] e FE
1 A [ R 1 TR ) A ik B 90 P9 [ 2009 4 B2 o /T
AT R G H R -

U F LT H
ANNUAL REPORT 2009

In 2009, the Company continued to further its brand promotional
activities with focus on the sports marketing, among which
it realized the strategic cooperation with NBA in the U.S. by
planning and carrying out the promotional activities including
the Tsingtao-NBA cheering team selection show to improve the
influence of the brand of Tsingtao beer. In 2009, the brand value
of Tsingtao beer has reached as high as RMB36.625 billion (as
announced by World Brand Lab, the brand value of Tsingtao
beer reached RMB23.541 billion in 2008), which continued to
take the position of No. 1 in the domestic beer industry.

During the reporting period, Asahi Breweries Ltd. (“Asahi
Breweries”) in Japan and Mr. CHEN Fa Shu respectively
acquired 19.99% and 7.01% of the equity interests previously
held by A-B Company in the Company after InBev sought to sell
the aforesaid 27% equity interests. The Company successfully
entered into the Strategic Cooperation Agreement with Asahi
Breweries and the two corporations became strategic cooperation
partners. The introduction of strategic investors will actively
promote to further improve the corporate governance and
strengthen the cooperation of, among others, the management
and techniques.

In 2009, the successful operational and developing strategies
and the great prospect of the Company obtained the common
acknowledgement from the investing public. The warrants of
the convertible bonds of which the bonds and the warrants
can be traded separately previously issued by the Company
in Shanghai Stock Exchange were successfully exercised, of
which 85.53 million of warrants, accounting for 81.46% of
the total exercisable warrants, were exercised for RMBI.19
billion, which will play an important role in expanding the
Company’s production and operational scale, and improving core
competitive ability.

During the reporting period, the Company topped other listed
companies with matured governance structure, compliant
operations and good investor relations and was awarded the prize
of 2009 Best Board of Directors among China Listed Companies
sponsored for the first time by Shanghai Stock Exchange, and
“Grand prix for best overall investor relations among small and
mid-cap companies for the year of 2009” by the internationally
acknowledged IR Magazine.
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II1. Outlook for 2010

In 2010, under the influence of macro economic policies for
adjusting structure, promoting changes and securing the people’s
well-being raised by the State, the domestic consumption
market will make further recovery, which will be helpful to
the continuous and steady growth of the beer industry. The
Company determined its full-year working guidelines for 2010
as “To strengthen the position as the industry leader as directed
by the strategies and under integrated operations; to improve
the efficiency of the systematic operations as promoted by the
market and with the optimization of the supplying chain”. The
Company targets at achieving a growth rate of 2 percentage
points over the average growth rate of the industry regarding the
production and sales volume of beer.

Facing a more severe competition trend in the domestic market,
the Company will take the development manners combining
internal growth and external expansion, that is, to both increase
its sales revenue through increasing its market share and
further increasing its share in the mid high end markets, and
maximize its value for its shareholders by building up its cost
competitiveness and improving its efficiency on utilizing its
assets.

In recent years, the Company has built up and improved the
two operational systems comprising of Marketing Center and
Production & Manufacturing Center through organizational
reforms, which helped to improve the professional management
of the Company. In 2010, the Company will strengthen its
integrated operations in the two Centers which not only
include the business units and functional departments of the
Company, but also include its strategic suppliers and strategic
distributors, thus to maximize the interests for the Company
while maximizing the whole value chain, so as to enhance the
achievements in the organizational reform.



FREEREFHE  Chairman’s Statement

TEHBTMTTIGEREET » SR~ RO U8 8 v 2 2R
GBS Rh % » B REER > ARG AER
T HFTHE B OO BT T 2 20104F > AFIFERFE DL
T B s R A T R R > SRR MO L £ AR I B
T 7E SRR Y B R E S BN = —
RS E—BRT s FEEMME L BERRER
— M > BRI R H R Y R s R
el Lo MBI K& P+ OB B > 2 h T
BHESEWNY ~ BERN S > RIA R AT REEE
AL o

BALEH » 2009 4EAEA W TE B~ BSR4 HLE
BRI N T » AT TR T 4t fE i AR R 2R > Al
T A T DR S 1 LA RGO S A o AR > G AT I
M HMEAES B HFHEREEAR TER
OIS AT AR RN SMBKR - EHA
YRS P2 7R B A !

FEHLA T AR — 4 Al AT !

EHRE

Eory |

HrdE N RIEAIE - 75
ZECRENUANH

U F LT H
ANNUAL REPORT 2009

In the current market situation, brand, quality and channel are
the key factors for the success in the value chain of the beer
industry. The Company will build up its core competitive ability
with full efforts by focusing on these factors. In 2010, the
Company will persist on the brand promotion which focuses on
the sports marketing, and to fulfil its brand concept of “Passion,
dreams & success”, thus to make further improvements with the
“Three-in-One” combination of brand promotion, consumers’
experience and product sales; in term of product quality,
continue to strive for the consistency of good quality to bring
the high level of consumption feelings for the gross consumers;
in term of channel control, continue to promote the mode of
“Big Customer + Micro Operations” to build up the provincial
base markets and key regional markets, thus to improve the
Company’s leading position in the industry.

Dear shareholders, the Company had achieved the best
operational results in 2009 since it was listed by successfully
overcoming the negative impacts of the financial crisis with
the joint efforts of the Board, the Board of Supervisors and the
management team. Therefore, hereby I would like to express my
sincere gratitude to all directors, supervisors, the management
and the staff. And furthermore, I would also express my sincere
gratitude to our shareholders and business partners for your
great supports and efforts in the past years.

May the Company be more prosperous in the coming year!

Chairman

JIN Zhi Guo

Qingdao, the People’s Republic of China
8 April 2010
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— . AABETE I. Operations of the Company
AN T BB e A S B W o B A R R S The Company is mainly engaged in the production and sales of

O] A A A - B RN S -

A ) oy v R K P WL A EE R A B B R — o

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.

AR A ] 7 SERE I M) #5156 A g AR R B RS T Nearly all turnover and profit of the Group are generated from

H oo

1.

the production and sales of beer.

248 B WO 4 b T G e (3 v R 3 ol o 1. Revenues from principal business by geographical

55 markets (calculated in accordance with PRC GAAP)
B - AREFL
Unit: RMB 000
LEEBBA
EHEHEBRA T AR (%)
Revenues Increase/
b & from principal Decrease
Region business (%)
11 3 s [ Shandong Province 8,576,361 17.0
3 M South China 3,880,761 11.9
#He b [ North China 3,136,092 11.3
3 o b [ East China 1,709,364 13.0
o M South-East China 1,211,333 32.0
v S i A b [ Hong Kong and overseas 363,830 0.7
aE Sub-total 18,877,741 15.1
W 45 I 430 R HR Y 42 A Less: Eliminations (1,117,205) 78.9
i Total 17,760,536 12.5

FEi e
Mr. WANG Fan
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2.

Operations and results of main controlling subsidiaries
(calculated in accordance with PRC GAAP)

Information of top 3 subsidiaries with largest operating
profit

Bpr : ARWT T
Unit; RMB’000
L4 44 1% b 9o A
Name of subsidiary Total assets Net profit
TS L E AR A E Tsingtao Brewery Xi’an Hans Group 1,045,502 110,062
([ 75 s B 42 ) |) Company Limited
(“Tsingtao Brewery Hans Group”)
VDT IS B8 2 B A PR ) Shenzhen Tsingtao Brewery South China 1,043,824 108,533
Sales Company Limited
B (BRI ) B R AT Tsingtao Brewery (Zhuhai) Company 352,185 88,650

Limited

3. WA EEARHAE SRR

(1) A W) 1 A 45 BB A wT B BRI A A
AR BRI AR 7.3% o

2) AAWMEALARFHEFEATNARSE
HAREN 7.2%

Bk > AAT K HESR BRI % AR
TR AT AN W JRAR 25 1 5% Z SRR A BT Bt >
Bt £ 7 R B T AT TR A o

. MR 4

FEHAERABREFZIET A=+ HIRFERR
BRI SRR 0.16 8B > HERAR A FLFIH
AR 4R o Rit IR AR A W ZR B
JBe A o AL o

= falifl
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II.

Main suppliers and clients during the reporting period

(1)  The total amount of the Company’s purchasing from
its top 5 suppliers is accounted for 7.3% of its full-
year purchasing amount.

(2)  The total amount of the Company’s sales to its top 5
clients is accounted for 7.2% of its sales amount in
aggregate.

During the reporting period, there were no directors,
supervisors or their associates or any shareholders whose
shares in the Company exceeding 5% ever possessing any
interests in the aforesaid suppliers and distributors.

Profit Distribution

The Board proposed a final dividend of RMBO0.16 (with tax)
per share for the year ended 31 December 2009, and carried

forward the remaining distributable profits to the next year. The

aforesaid distribution proposal is subject to the approval at the

2009 Annual General Meeting of the Company.

III. Reserves

Details of changes of reserves of the Company and the Group

during the reporting period are disclosed in the Note 20 of the

Consolidated Financial Statements (prepared in accordance with
HKFRS).



HHEFME  Report of the Directors

JBEA 528 B % Je BRI 0L

O vl B A e I A 5 ) A Dt 1.
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2% 010,500 5 0 58 B HE 7% o B F 2009410 H 19
H 47 REH 45 A BE Ik > 3E51 85,529,792 4 58 Ik B
FRINATRE » =21 ATRELL B > BT RIS R A
BE42,763,617 B » B BA A B e An ¥ RN bk
T 1 A A AL o AR W AR AR M AT
Z B F91,308,219,178 B 34 i % 1,350,982,795 i »
SR A RH RE B 0 o b > AN W) A R
R B B HE S BB ATRETS UL » KA F
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IV. Changes of Share Capital and

Information of Shareholders
The exercising of warrants and changes to share capital

Upon the consideration and approval at the 2007
First Extraordinary Meeting (the “General Meeting”)
convened by the Company on 27 December 2007 and the
confirmatory approval of the China Regulatory Securities
Commission, on 2 April 2008 the Company issued RMBI1.5
billion of 6-year-long convertible bonds under which the
warrants and the bonds could be traded separately (“Bonds
with Warrants”), with 105 million of warrants issued to
the subscribers of the Bonds with Warrants at the same
time. As of the end of the exercising period on 19 October
2009, a total of 85,529,792 warrants were successfully
exercised, and according to the exercising ratio of 2:1,
42,763,617 A-shares were newly issued, resulting in the
changes of number of total issued shares and domestically
listed shares of the Company. The number of total issued
shares of the Company increased from 1,308,219,178 to
1,350,982,795, and the registered capital was increased
accordingly. Therefore, upon the authorisation by the
General Meeting and based on the actual situation on the
exercising, the Board has amended the relevant provisions
in the Articles of Association and has reported to the
State-owned Assets Supervision and Administration
Commission of the State Council and Qingdao Foreign
Trade Bureau for approval to allow the amendments to
come into effect.

Based on the public information which is known on the
latest practical date before the annual report is published,
which is also known by the directors of the Company,
the number of the Company’s shares held by the public
has been satisfied with the requirements in the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“Listing Rules”). The structure
of share capital as at the end of the reporting period is as
follows:

Hr o B
Unit: Share
HEWA

End of

reporting
period

= ARWHIEB (A ) L
1. A7 PR R 302 e Ay
2. JHE BB AR IR0 B

RMB-denominated ordinary shares (A-share)
1. Listed shares with sales restriction
2. Listed shares without sales restriction

417,394,505
278,519,112

=, B EiRsNE B (H ) 1I.

Overseas listed shares (H-share)

655,069,178

JBe oy B8 8

Total shares

1,350,982,795
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2. JRREB 2. Shareholders
(1) e R 2w e A ¥ 2 23,323 B HipA (1) As at the end of the reporting period, the total
A 22,975 F > HIBEH 348 F o number of shareholders of the Company was 23,323,
in which 22,975 were holders of A-share, and 348 of
H-share.
I > A2 W] B AR A i B ) R During the reporting period, shareholders of the
ERENIISN:TEZS 3N/ Company did not or did not agree to give up the
arrangements of any dividends.
(2)  HH AR AR A W) BT 4% AR B B (2) The shareholdings of top 10 shareholders of the
Company as at the end of the reporting period
Hpr B
Unit: share
BEMMME RIARR
Increase/ Shares held Pl Ll B 1
Decrease during  at the end of Holding iy it
/3 3 the reporting  the reporting percentage Guaranteed or JRe B S
Shareholder’s name period period (%) frozen shares Class of share
HRMEEEARAR M) +7307,800 411,400,050 3045 b3 Al
Tsingtao Brewery Group Company Limited (Note 1) Nil A-share
B S H (KRB RAT (Mt 2) 11249730 285,868,342 2116 KA HIk
HKSCC Nominees Limited (Note 2) Unknown H-share
Bk Gt (Wit s) 266,721,836 19.74 A HIR
Asahi Breweries, Ltd. (Note 3) Unknown H-share
ICBC (Asia) Nominee Limited (Note 3) 91,641,342 6.78 Sl Hk
Unknown H-share
RE SR R e 18,013,310 1.33 A Al
Dacheng Blue Chip Steady Securities Investment Fund Unknown A-share
B SR A A TR AR 17,574,505 1,30 A Al
China Jianyin Investment Company Ltd. Unknown A-share
2RI -F NG 11,463,900 0.85 A AW
National Social Security Fund 108 Unknown A-share
2REERES—-Z MG 10,000,000 0.74 ARl AR
National Social Security Fund 102 Unknown A-share
LS LRy ey ate S 9,747,800 0.72 A AR
Industrial Trend Investment Mixed Securities Unknown A-share
[nvestment Fund
REGLTIE R AR AR e 8,411,747 0.62 KA Al
Yinhua Core Value Selected Stock Securities Unknown A-share

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

Bfr: B

Unit: share

i e BB IR o

JBe 44 1 Shares without I i
Shareholder’s name sales restriction held Class of share
WP IS (REN) A R A 285,868,342 H%
HKSCC Nominees Limited H-share
1 F LR AR X A 266,721,836 HB
Asahi Breweries, Ltd. H-share
ICBC (Asia) Nominee Limited 91,641,342 H%

H-share
KRR ER B HFREES 18,013,310 Al
Dacheng Blue Chip Steady Securities Investment Fund A-share
PR —F N\ A G 11,465,900 Al
National Social Security Fund 108 A-share
RS —F A 10,000,000 AR
National Social Security Fund 102 A-share
FEM SR ERABB IR G IS 9,747,800 AR
Industrial Trend Investment Mixed Securities Investment Fund A-share
SRR OB B B B R R R e & 8,411,747 AR
Yinhua Core Value Selected Stock Securities Investment Fund A-share
FMEREBRGETEARA T — BB 3 HBHERE S HESETF# 8,130,000 AR
China Resources SZITIC Trust Co., Ltd — Chongyang A-share

No. 3 Securities Investment Collection Fund Trust Program

LS A BRARL I T S R R R R A 4,687,644 AR
Industrial Global Vision Stock Securities Investment Fund A-share
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1. HR B 7 2 ) 2 e I R I WAL 4 T AR
2\ (55 M 45 [ ) 8 40 > #% 1k 2009 4F 12
HA31H > HWEEER LGBHREIS N
WHRR G RE R W T AR AR
3,636,050 i » 2> ¥ W JE A B AE A W
% B AR T A A W H BB 43 7,944,000
JBe o B FEAR > B WA T R A AR A ] R
411,400,050 B > 945 A A 7 T84T 58 B4y
30.45% o

2. HKSCC Nominees Limited (75 # Hr e 4544
(REEN) A BRA R #5401 IR TR FE 2 A0
EFERiFA -

3. 20094F 1 5 23 H > Anheuser-Busch InBev
S.A. (TR 1) Bw H w2 5T O 4
B ) o AR A 49 19.99% B H B
B Ay o #% A8 B 200945 H 6 H 58 B 3B
F T4 200045 7H > AR MZ
% Bt & ARl A-B Jade Hong Kong Holding
Company, Limited ([ A-B Jade |) 52 B #5481 56
A ET OB BB ) > A-B Jade I BB
2 A B BT R AR A W) £97.01% 19 H B
BeAn o A2 5 20094E 6 H 24 H 56 BB B
FH -

B AR ER A F R GRS MBS
BRI e S 0 R o % 4 ) JB i LS A ER
Fe G B PR A T A BB R A i o BB AE
PREE G —F )\ G M B AL RIS —F A
£ R Ji 7 9 IR i < A BT B W) A5 B A S
JE il o

1 o 7 SRR N/ I A NS 1 e e
T~ ] % 208 R A 1 20 B M R T R
AR TE LS B B B AR s — BUT B -

Notes:

1. According to the notice from Tsingtao Brewery
Group Company Limited (“Tsingtao Group”), the
controlling shareholder of the Company, that, by
31 December 2009, Tsingtao Group had totally
acquired 3,636,050 shares of A-share in the
Company through the securities trading system of
Shanghai Stock Exchange, and its wholly-owned
subsidiary had accumulatively acquired 7,944,000
shares of H-share in the Company in Hong Kong.
After the acquisition, Tsingtao Group had held
411,400,050 shares in the Company, which was
accounted for approximately 30.45% of the total
issued shares of the Company.

2. The H-shares are held by HKSCC Nominees
Limited on behalf of different clients.

3. On 23 January 2009, Anheuser-Busch InBev S.A
(“A-B InBev”) entered into the Share Buy-Sell
Agreement with Asahi Breweries to sell the 19.99%
of H-share held in the Company. The transfer
procedures of the transaction had been completed on
6 May 2009. On 7 May 2009, A-B Jade Hong Kong
Holding Company, Limited (“A-B Jade”), a wholly-
owned subsidiary of A-B InBev, entered into the
Share Buy-Sell Agreement with Mr. CHEN Fa Shu
to sell the 7.01% of H-share held in the Company to
Mr. CHEN Fa Shu. The transfer procedures of the
transaction had been completed on 24 June 2009.

The Industrial Trend Investment Mixed Securities
Investment Fund and Industrial Global Vision
Stock Securities Investment Fund are the fund
products managed by AEGON-INDUSTRIAL Fund
Management Co., Ltd. The National Social Security
Fund 108 and National Social Security Fund 102
are the fund products managed by Bosera Asset
Management Co., Ltd.

Save as disclosed above, the Company is unaware if
there are any other associations among these top ten
shareholders, top ten holder of listed shares without
sales restriction or they are of the parties acting in
concert.
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H B R R (4)  Substantial shareholders of H-share
2009412 A31 H » B TR A5 > KA Save as disclosed below, the Directors of the
A R B A EMARA R M EF - B Company are not aware of any persons other than
3~ R ATEON B S Al i % A RAAMIg A a Director or Supervisor or chief executive of the
=+ > ZEAR W) A SAH R R o A RE 2 Company or his/her respective associate(s) who,
BRIk > Mm% SRR ERBEGE R as at 31 December 2009, had an interest or short
AR ) (s ) 58 571 72 ) (TG 7 M position in the shares or underlying shares of the
BB ) 1) B8 33646 T A7 i % 5 i B 3 8% Company which was recorded in the register to be
# kept under Section 336 of the Securities and Futures
Ordinance (Cap. 571, Laws of Hong Kong) (the
“SFO”):
Wb /MW RECES Hadnke
#ii #E B m $50 By 74 BRMEE  BAZEAK ARk
HETREZ R Al EHER 403,456,030 29.86% T
SASACQ Long Position A-Share Corporate Al N/A
A-Share
R HI% AR £ / 7,944,000 0.59% 1.21%
Long Position H-Share Interest of controlled Hii
corporation H-Share
o) H AR A AL iv:) H% it 2 DN 2 266,721,836 19.44% 40.10%
Asahi Breweries, Ltd Long Position H-Share Beneficial Owner Hi
H-Share
Bt iv:) H% it ZiDN 91,641,342 6.78% 13.99%
Chen Fa Shu Long Position H-Share Beneficial Owner Hi
H-Share
JPMorgan g Hik SRS/ 3 58,979,200 4.37% 9.00%
Chase & Co. Long Position H-Share AN/ Hik
BgaE/ A H-Shares
Interest of controlled
Wik Hik corporations/ 23,177,030 1.712% 3.54%
Bep g H-Share Beneficial Owner/ Hi
Interest in a [nvestment H-Shares
lending pool Manager/ Custodian
A Hi HaHAA 430,000 0.03% 0.07%
Short Position H-Share Beneficial Owner Hi
H-Shares
Marathon Asset T HI% REEM 32,755,000 2.43% 5.00%
Management Long Position H-Share Investment Manager HIt

H-Shares
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1 HHREBEETEEREZGHERN
7,944,000 Bt H B R 375 8 75 K5 WL 45 T A PR
A2 G B A R R o MR IR SRORT Y B
BEME T WP o R TR B & A 7,844,000
B H BEHER o

Notes:

M

The 7,944,000 H-Shares which were deemed to be
interested by SASACQ were held by a wholly-owned
subsidiary of Tsingtao Brewery Group Company
Limited. According to the latest disclosure of
interests filings, SASACQ is interested in 7,844,000
H-Shares.

(2)  HLURERH NG PR AE RS B R > W1 H AR (2)  According to the latest disclosure of interests
A 262,477,836 B HIRRERS - filings, Asahi Breweries, Ltd is interested in
262,477,836 H-Shares.
(3)  JPMorgan Chase & Co. ¥tk =AM N (3)  The Shares in which JPMorgan Chase & Co. was
TRy e 43 0 75 4 22 O b B I A W R o deemed to be interested were held through various
intermediate holding companies.
@) AW EERREFEMEEESDER 2 (4)  For the latest disclosure of interests filings for the

ARG RETRMARAR ([HFHBR S
Bt 1) 48 % (www.hkex.com.hk) 7 B[ % 7 H¥

Company’s substantial shareholders, please refer to
the “Disclosure of Interests” section on the website

5 JIER 43 o of Hong Kong Exchanges and Clearing Limited
(“HKEx”) (www.hkex.com.hk).
8 S0 2 B A Pre-emptive right

Ay Ao T TR ) s v I kA o S A B SR R
RERIBLAE > BA Ao v b 208 e ¥ bl vy BLAT
FCEEAEHT Ay > SRV > A4y W] ZEA AT ki LRI R
BRI BERE R BLE o

CHE B mAEMARMA
TAF U

There are no provisions concerning pre-emptive rights
in the Company’s Articles of Association or any of laws
in China, therefore, the Company must firstly offer new
shares on pro-rate basis to its existing shareholders.
However, the Company has to abide by the rules
concerning pre-emptive right in the Listing Rules.

Directors, Supervisors, Senior
Management and Staff

H o~ B AR ST BN BRI UL The shareholdings of directors, supervisors and senior
management
Hipr o g
Unit: share
IR I B
Shares held

¥4 s at the end JBe B3 il 581
Name Position of the period Class of share
WP PTEF - R 1,840 A
SUN Ming Bo Executive Director, President A-share
Bl PTHER 5,894 Al
LIU Ying Di Executive Director A-share
UEY T 2,358 Al
CAO Xiang Dong Supervisor as Employee A-share
B fR ] 4 e S v BB 3,476 AR
FAN Wei Vice President & President of Manufacturing Center A-share
R A TS i 92 A
DONG lJian Jun Chief Brewer A-share
i Al A A 1,300 Al
HUANG Ke Xing Vice President A-share
AR A 1,179 AR
ZHANG Xue Ju Board Secretary A-share
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BEZZZNUETA=ZT—HIL BRERAR
FRIBEAh » RN wES - B m A A B
SR A A o ) R OB s T 8 R O ) 5
ISR XV P i B R BB 10 ) B B ~ R R B B
5 27 8 b A AT R 2 R MR RT o T % S 2 % R
TR BRI BB B R )38 352 R T i A7 1Y
RO e Sk ) A 4t v 0 S0 Y - P i 2 €
B AT N A i O A S AR A D) ([ (o
SR D) 38 RA A ) A WL G o

A2 ) B RACHEHE AT U ) DA B AR 2 ) i BT 94 ] 3
o5~ B R AT BN BT R A A R B L s
Tl % 2 B B D 0 o A R 0 2R B M A 0 <
AUBLGE o A4 T O 1 B A g R B A A A
A > ARS8 I R R R 8 P9 B A R s
A R S ) B AT 2% < B A 4 P B 5 A Bl
I R R AL o PR

2. WEBEHEE

F3E BT ALRIAE 13.51B(1) = 3 35 R e 4 2t
mE :

(1) A E-SLIEPATE F ML L 200945 H
4 H M AT By b 53 ) A0 AL B A PR A
Gk A =

(2) AR ILIEATE B A SRR 20094FE 6 H
10 H O 235 2 v (9 9 B 2 e 4 B R 988
SLHEPATE S 5

(3) A RIVE IR PUAT 25 % IE B Se A E 2009 4F
6 315 H AR FRHE AR R b foi 42 B B4 A R
20 ) B S IR AT (AR B 1% 2003
ESH31IH) o
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As at 31 December 2009, save as disclosed above, none
of the directors, supervisors and senior management of
the Company 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 Securities and Futures Ordinance), which was
recorded in the register required to be kept under section
352 of the Securities and Futures Ordinance or otherwise
notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”)
included in Appendix 10 of the Listing Rules.

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 Model Code and its codes of conduct
and standards regarding director’s securities transactions
at all applicable time during the reporting period.

Changes to the information of the directors

The information of the directors changes pursuant to Rule
13.51B(1) of Listing Rules as follows:

(1)  Ms. LI Yan, the Independent Non-executive Director
of the Company, was appointed on 4 May 2009
Independent Director of Hwa Create Co., Ltd. in
Beijing;

(2) Mr. FU Yang, the Independent Non-executive
Director of the Company, was appointed on 10 June
2009 Independent Non-executive Director of Air
China Limited;

(3) Mr. POON Chiu Kwok, the Independent Executive
Director of the Company, had ceased to be the
Independent Non-executive Director of CATIC
Shenzhen Holdings Ltd. since 16 June 2009 (ever
took the position as early as 31 May 2003).



O W B AR A A
TSINGTAO BREWERY CO., LTD.

HHEFME  Report of the Directors

3. A B - EEACAT LN ELAR R A O

O B A R AR B A R B ROK 7
A0 1 B R A R O R
5 o 0 20 DA % 2 T G AR SR IR L e A L
T > 20 ) AR BN LI 3 I 4 Y A
BEFHW TR > ST R A A6 B &
BT AR R A A SR AR IR N T R A A A
HEAT RS L BLAE EHT -

Annual remuneration of directors, supervisors and
senior management

The remuneration of the directors and supervisors of
the Company is determined in accordance with the
annual remuneration schemes of members of the Board
and the Board of Supervisors considered and approved
at the Company’s general meeting, service contract of
director, service contract of supervisor, and subject to
the operational results of the Company. The remuneration
of senior management is determined in accordance with
the operator’s remuneration scheme approved by the
Board, and implemented after the performance appraisal
conducted by the Corporate Governance & Remuneration
Committee under the Board according to the Company’s
operational results and the work duty taken by each of
them.

By ARWTT
Unit: RMB’000

909 P 2 v L
ik 190 48 791 (BL i)

Total remuneration withdrawn

bk s from the Company during the
Name Position reporting period (Pre-tax)
4 HHR 1,557.1
JIN Zhi Guo Chairman of the Board

£ M Hl#EFRFEER 877.9
WANG Fan Vice Chairman & Secretary to the Party

BB PiTES - AR 1,214.7
SUN Ming Bo Executive Director, President

Bl PiTES 748.5
LIU Ying Di Executive Director

BER PTHESE - AR 758.5
SUN Yu Guo Executive Director, Vice President

o B R HATE S 80
FU Yang Independent Non-executive Director

S B R AT E S 80
LI Yan Independent Non-executive Director

75 1 B R AT E S 80
POON Chiu Kwok Independent Non-executive Director

EX. 5 B R AT E S 80
WANG Shu Wen Independent Non-executive Director

L U7 B A FPTESE 0
Fumio YAMAZAKI Non-executive Director

B JPTESE 0

TANG Jun

Non-executive Director
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By : ARWTT
Unit: RMB’000

899 P 4 2 v LY
ik 190 48 71 (BL Wi )

Total remuneration withdrawn

bk s from the Company during the
Name Position reporting period (Pre-tax)
N 2] B e W 80
DU Chang Gong Chairman of the Board of Supervisors

i %5 T T B = 229.1
TENG An Gong Supervisor as Employee

1R TR 229.1
CAO Xiang Dong Supervisor as Employee

[l TR 392.7
XUE Chao Shan Supervisor as Employee

B JBe 3R 40
LIU Qing Yuan Supervisor as Shareholder

S 1) Jie o B = 40
ZHONG Ming Shan Supervisor as Shareholder

AN iR JBe 3 B 0
Akiyoshi KOJI Supervisor as Shareholder

B 8 I AR B O AR 4,222.8
YAN Xu Vice President & President of Marketing Center

B i AR O AR 1,128.1
FAN Wei Vice President & President of Manufacturing Center

£ B il B8R 877.9
JIANG Hong Vice President

[55-3' il 38 860.5
ZHANG An Wen Vice President

R AT S 707.7
DONG lJian Jun Chief Brewer

T 5 0 ) S8R 647.7
YU lJia Ping Vice President of Manufacturing Center

BiHEIL B 5 O ) 4R 1,065.8
YANG Hua Jiang Vice President of Marketing Center

B L il 3K 490.7
HUANG Ke Xing Vice President

TRELER #HE G 411.1
ZHANG Xue Ju Secretary to the Board of Directors

EEI5 JFERERR - TR 30
Stephen J. BURROWS Former Vice Chairman, Non-executive Director

B3R JEIERAT H 30
Mark F. SCHUMM Former Non-executive Director

YK B2 JL J5 B o s e 30
ZHENG Xiao Fan Former Supervisor as Shareholder

ot 16,990

Total
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3. HTHR

WEHAWOK > AAH (B TEFAH) LK E
THE33,839 N o B THEMBMT ¢

3. Staff

As of the end of the reporting period, the Company
(including its subsidiaries) totally had 33,839 of full-time
staff. The composition of staff in term of profession is as

follows:
SOERE SN A
Professional Class Number of Persons
TREMAR Administrative personnel 6,021
MENE Financial Personnel 534
TR AR Technical and Engineering Personnel 1,422
FER YN Sales Personnel 14,624
HERBANE Production and Services Personnel 11,238

AFIBERT > REH LA SRR » HHBEK
A7 BB AE o 72T E B Y 8 AR B - SRR A e
PREE - JEfRBy - TR ORKR ~ 7 AR B 45 4% AL
TORBE R B R BB o AR > o
T RETR A A AR AR A B TSR W T R A8 ) o
BT A8 R > B TIBOAK T G Bl %
R RERFAR -

AV EE B THEFRI > mim & 590 R
I CROLH RS BERRE > By B TR Y —
TEE - LT EROTPE  MBASTESE
B B R E RS A - AR EIIEHE o B3
WAL EAFERTHE A B4 65 HAKF > 85
BT RAMEHGE > UREERSTABWEEH
B o 20094 LBl AN W ALK AN 761k 0 ZHIERE
7,045 N 5 R 621 8% A\ - BHEEAE W B 121
M e

N T B U B A Z HEA

B B SO 8 8 A > AR O v R fo R R A ) M i 4
P A ] IR ) 22 BT AT 20 8k > DABOAS 2 R 2 3 o % B T
A AR O ) Sl o 8 O B e T 2

The Company cares about its staff and secures their legal
rights. It provides the full-time staff with social insurances
including pension, basic medical insurance, unemployment
insurance, work-related injury insurance, and maternity
insurance, and pays fees for these insurances with full
amount. Meanwhile, the Company sets up a remuneration
incentive mechanism subject to the staff’s position value
and personal development to have its staff share the
operational results, which makes the remuneration of its
staff may obtain continuous growth with its development.

The Company takes seriously about its staff’s education
and trainings by strengthening its establishment of
education and training system. It has set up Tsingtao
Brewery Administration Institute as a platform for its
staff’s study, sharing and practice. It carries out the
practical, applicable and effective training programs with
pertinence 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 position, and the continuing education
of professional technicians. In 2009, it totally carried out
76 company-level trainings for 7045 trainees, and has over
621 certified tutors and developed 121 standard courses.

VI. Directors’ and Supervisors’ Right of
Share Purchasing

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 from purchasing shares or bonds of the Company or
that of any other organizations.
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1. 24 ] 2008 47 38 4% B AT IR 0 B i A 23 R 22 B
AR A 1S EOU AR > CREMEM 11,5
R0 > MARBEF 35800 o MR LTS
RN A W SE B i 2 ATA AR P -

2. 20094E 10 H 13 HE 19 H » 5 MR BERER T HE
W BB RERS AT R B AT AR A 4,276 85 ) > 3k
FIEEESEH AR 1190 > FRNREF G
FE W B IESRATIR 5 o o 2 ] 3 BEUAH ) B SR B g 3
AT - MEBREE T(EEESH P ERED
By it 20094 11 Ho HiEfT T A% - L
AT RE SR A% TR A w A SR A S A A R
B> AR IEAERBY G ENIREIEE » AR
BAR G AR IEH B e AR EFE IR K
B 7 ek ML AR 5 i

3. 7Rt 55 H A DL

(1) 5 S WUE (RN ) 230 B2 5397 8 4E 7 20
BT TH w0 A 3 L E H S A 24,000
JC > BRI A 24,000 #550 > CIRE o

(2) HEWLE () A RA R AEEI0E T
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VII. Use of Proceeds Received

The Company received RMBI1.5 billion from the issuance
of the bonds with warrants in 2008, in which RMBI.15
billion had been used, and the remaining RMBO0.35
billion was deposited in the savings account of the bank
designated by the Company for its offering proceeds.

During 13 to 19 October 2009, about 42.76 million
shares of A-share were issued through the exercising
of the warrants of the bonds with warrants of Tsingtao
Brewery during the exercising period, and the proceeds
of around RMBI1.19 billion were received and deposited
in the specific bank account designated by the Board.
The Company had entered into 7ri-Parties Regulatory
Agreement for the Proceeds Deposited in the Designated
Account with the commercial bank and underwriting
institution, and made announcement on 6 November
2009 pursuant to the related requirements. The aforesaid
proceeds will be used to further expand the production
size of the Company. The Company is actively seeking
for the appropriate investing projects, and will announce
and implement with the consideration and approval by
the Board and at the general meeting of the Company as
being proposed after the related investing projects with

proceeds were determined.
Utilization in the committed projects

(1)  The proposed new construction of brewing base of
annual output volume of 2 million hl in Tsingtao
Brewery (Xuzhou) Pengcheng Company Limited
had been put into production. It was expected
to invest in RMB240 million, and the actual
investment was RMB240 million.

(2) The proposed new construction of brewing base of
annual output volume of 3 million hl in Tsingtao
Brewery (Jinan) Company Limited had been
put into production. It was expected to invest in
RMB360 million, and the actual investment was
RMB360 million.

(3) The proposed new construction of brewing base of
annual output volume of 3 million hl in Tsingtao
Brewery No. 3 Company Limited had been put into
production. It was expected to invest in RMB220
million, and the actual investment was RMB220

million.
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(4)  The proposed new construction of brewing base of
annual output volume of 2 million hl in Tsingtao
Brewery (Rizhao) Company Limited had been
put into production. It was expected to invest in
RMB280 million, and the actual investment was
RMB280 million.

(5) The proposed new construction of brewing base of
annual output volume of 1 million hl in Tsingtao
Brewery (Chengdu) Company Limited had been
put into production. It was expected to invest in
RMB50 million, and the actual investment was
RMB50 million.

(6) The proposed expansion for the output volume of
1 million hl in Tsingtao Brewery Malting Factory
Limited (the “Malting Factory”) had not been put
into production as the government was adjusting
its developing plan for the region in which the
Malting Factory was located. The expected
investment of RMB350 million had not been put
into the project.

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

All directors and supervisors appointed by the Company have
entered into service contract with the Company, and do not
enter any service contract with the Company that the Company
and its subsidiaries should make compensation to the directors
when it terminates the contract within 1 year after the contract
is signed by both parties (excluding statutory compensation).
Besides that, neither directors nor supervisors obtained material
interests from any contracts entered into with the Company and
its subsidiaries within the year.
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[X. Confirmation of Independence of
Independent Non-executive Director

The Company has received annual confirmation letter from
ecach existing independent non-executive director on their
independence pursuant to Rule 3.13 of the Listing Rules, and still
believes that, the aforesaid independent non-executive directors
are persons of independence.

X. Buy-back, Sales and Redemption of
Listed Shares

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

During the reporting period, the Company or any of its
subsidiaries did not issue or grant any options or any other
similar rights, nor exercise any rights of conversion or
subscription.

XI.  Principal Subsidiaries and Associated
Companies

The details of the subsidiaries and associated companies of

the Company are set out in the attached Notes to Consolidated
Financial Statements.

XII. Fixed Assets

Any changes of fixed assets during the reporting period are set
out in the attached Notes to Consolidated Financial Statements.

XIII. Bank Loans

The details of bank loans as of 31 December 2009 are set out in
the attached Notes to Consolidated Financial Statements.
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XIV. Other Issues for Reporting

The summary of the Company’s 2009 Annual Report and the
results announcement had been published on 9 April 2010
in Shanghai Securities News, China Securities Journal and
on the website of Shanghai Stock Exchange (www.sse.com.
cn), website of the Stock Exchange (www.hkexnews.hk) and
website of the Company (www.tsingtao.com.cn). The Annual
Report is prepared in both Chinese and English, in case of any
discrepancies existing between the Chinese and English context,
the Chinese version shall prevail.

XIV. Auditor

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

JIN Zhi Guo
Chairman

Qingdao, the People’s Republic of China
8 April 2010
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Dear shareholders,

I hereby present the 2009 Report of the Supervisors of Tsingtao
Brewery Company Limited for your kind review.

During the reporting period, all members of the Board of
Supervisors actively maintained the interests of the Company
and its shareholders by seriously exercising their responsibilities
as supervisor through considering the Company’s significant
events at the supervisory meetings, organizing the supervisors to
visit the relevant enterprises with the questions they concerned,
sitting in the board meetings and management meetings, and
abiding by the rules set out in the Company Law and Articles of
Association.

[. Significant Events Considered

During the reporting period, the Board of Supervisors
totally held 8 meetings, including 5 regular meetings and 3
extraordinary meetings, to mainly consider the following issues:

1. Financial reports: the Company’s 2008 Financial Report;
2009 First Quarter Report; 2009 Interim Report; and 2009
Third Quarter Report.

2. Connected transactions: the case of the connected
transaction between the Company and Tsingtao Brewery
Group Company Limited for the custody of 100% equity
interests in Tsingtao Brewery (Jinan) Bao Tu Quan Sales
Company Limited; the feasible case of the continuing
connected transactions between the Company and Yantai
Beer Tsingtao-Asahi Company Limited for the buy-sell
of products; the feasible case of the continuing connected
transactions between Shenzhen Tsingtao-Asahi Company
Limited, a controlling subsidiary of the Company, and
Asahi Breweries for the buy-sell of products.

HH T ek
Mr. DU Chang Gong
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Other issues: to consider the Company’s 2009 operational
budget scheme; the case for providing guarantees by
the Company for its controlling subsidiaries for their
application for commercial accepted bills of exchange
from the banks; the feasible case for the Company’s
acquisition of trade mark right of “Bao Tu Quan” series;
the case for the Board authorizing to consider the credit
line of RMB3 billion of entrusted loans; the report by the
management team of the Company of the amortization
policy adjustment for the circulated glass bottles used
by its subsidiaries; to consider the 2009 remuneration
incentive scheme of the Company; to consider the case of
working out the risk management system of the Company;
the case of writing-off the assets losses in 2008; the
plan of the adjustments to the investments transformed
from entrusted loans and the increased investments of
the subsidiaries; the feasibility analysis report for the
requisition of land of 65 mu by Tsingtao Brewery Factory
No. 2; to consider and approve the feasibility report for the
project of Tsingtao Brewery Tengzhou Company relocating
to the newly constructed plant; and consider and approve
the feasibility report for the project of reconstructing the
draft beer line in Tsingtao Brewery Factory No. 2.

Independent Comments to the
Concerned Issues

Operation of the Company in accordance with the laws

The Board of Supervisors is of the view that the Company
operates legally by strictly abiding by the requirements
in Company Law, Securities Law, Listing Rules, Articles
of Association, and other related laws and regulations.
It makes reasonable decisions for significant operational
issues in legal and effective procedures with improved
internal control system. None of the directors and
members of senior management is found to have any
behavior of breaching any laws, regulations, and Articles
of Association, or damaging any interests of the Company
and its shareholders.

Review of the financial conditions

During the reporting period, the Board of Supervisors,
after reviewing the Company’s quarterly reports,
interim report and annual report, were of the view that
the Company’s financial statements fairly reflected
its financial conditions and operational results in all
significant aspects, and the accounting calculation and
financial management were in compliance with the
requirements of the relevant State laws and regulations.
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Latest use of proceeds

During the reporting period, the Company received
RMBI.19 billion of proceeds from the exercising of the
warrants of the bonds with warrants. The proceeds had
been deposited in the designated accounts as requested
and would be invested in the projects determined after
being considered at the general meeting. The Board of
Supervisors was of the view that, the deposit and use of
the proceeds were compliant with the laws, regulations
and the requirements of the regulatory organizations.

Assets sales and acquisition during the reporting
period

The Board of Supervisors is of the view that, the
Company’s acquisition of trademark right of “Bao Tu
Quan” series during the reporting period is in line with
the Company’s developing strategy; the procedures for
acquisition are compliant, at the fair and reasonable
price, and no behaviors of insider dealing transaction
or damaging the interests of the Company and its
shareholders are found.

Connected transactions during the reporting period

The Board of Supervisors is of the view that, the
connected transaction between the Company and Yantai
Beer Tsingtao-Asahi Company Limited for the buy-sell
of products and that between the Company and Shenzhen
Tsingtao-Asahi Company Limited, a controlling subsidiary
of the Company, for the buy-sell of products are at fair
and reasonable price, the procedures for pricing are in
compliance with the laws, and for the interests of the
Company and its shareholders as a whole.

In 2010, the Board of Supervisors would carefully exercise
our duties and responsibilities pursuant to the concerned
laws and regulations, legally undertake our authorities to
maintain the interests of the Company, its shareholders and
the staff. 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.

Chairman of the Board of Supervisors: DU Chang Gong
8 April 2010
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Since the Company was listed on the Stock Exchange and
Shanghai Stock Exchange in 1993, it has been improving its
corporate governance structure and regulating the operations
pursuant to the domestic and foreign listing rules and regulatory
requirements. The Company’s general meeting, the Board
and the Board of Supervisors exercise their respective duties
and make decisions independently, supervise each other
and maintain the balance of power among them. The Board
sets up 3 professional committees, namely Audit & Finance
Committee, Strategy & Investment Committee and Corporate
& Remuneration Committee, which are mainly comprised
of external directors (including independent non-executive
directors), playing active role in improving efficiency of
decision-making of the Board, and promoting the effective
operation of corporate governance of the Company. During
the reporting period, the Company had strictly complied with
the laws and regulations such as the Company Law, Securities
Law and overseas regulatory requirements, and had established
standard and complete corporate governance structure to further
improve the level of corporate governance, which helped obtain
the recognition of the capital market. In 2009, the Company was
awarded the “Special Award for Corporate Governance — 2009
Board of Directors Award” by Shanghai Stock Exchange, which
was the first time for the market regulator to choose the special

award for corporate governance.

During the reporting period, the Company had abided by the
code provisions of the Code on Corporate Governance Practice
set out in Appendix 14 of the Listing Rules. The measures taken
by the Company for corporate governance are as follows:
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Board of Directors
Duties and assignments

Under the leadership of its chairman, the Board exercises
its management decision-making power concerning the
Company’s development strategies, management structure,
investment and financing, financial supervision and
control, and human resources, and dedicates to realize
the maximization of its shareholders’ value. It has been
stated in details in the Articles of Association of the
Company and its appendix Order of Meeting for the Board
of Directors its authorities in the Company’s development
strategies and management, and that on supervision
and inspection over the Company’s development and
operations.

The division of duties between the chairman and president
of the Company has been clearly defined and stated in
the Articles of Association and its appendix. Mr. JIN
Zhi Guo takes the position of chairman and Mr. SUN
Ming Bo takes the position of president. The chairman is
responsible for deciding the agenda of each board meeting,
contacting other directors before each meeting for any
proposals to be considered at the meeting, and considering
whether to include such proposals into the agenda
according to the circumstance. Besides, the chairman
should also be responsible for leading and determining
the overall development strategies of the Company, and
supervising the implementation of resolutions approved by
the Board.

The president is responsible for organizing the
implementation of resolutions, yearly budget and
investment scheme, and reporting to the Board about the
Company’s operations, signing and implementation of
significant contracts; exercises the right of use of funds
and assets within the scale authorized by the Board,
and signing the contracts on behalf of the Company.
Meanwhile, the Company clarifies the specific duties and
responsibilities of all members of senior management, so
as to ensure the undertaking of obligations of integrity and
fulfillment of their own responsibilities.

Composition

It elected members of the 6th Board at the annual general
meeting held by the Company on 10 June 2008, which
was comprised of 11 directors, including chairman, vice-
chairman, executive directors, non-executive directors and
independent non-executive directors, whose service term
was 3 years from 10 June 2008. After A-B Company, the
former second largest shareholder, sold out the shares held
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in 2009, two non-executive directors appointed by it had
resigned on 1 May 2009. The resolution for additionally
electing Mr. Fumio YAMAZAKI and Mr. TANG Jun
as non-executive directors of the Company had been
considered and approved at the extraordinary general
meeting held on 2 November 2009 by the Company.

Members of the Board have various professional
backgrounds and possess different professional knowledge,
among which 1 independent director has the qualification
on accounting, or has appropriate strength in accounting
or related financial management required by the regulatory
authorities. The profile of the directors is enclosed in
the section “Profile of Directors, Supervisors and Senior
Management” in the Annual Report.

There are 4 independent non-executive directors in the
Board, which is accounted for over 1/3 of the total number
of the directors in the Board. These independent non-
executive directors have various professional backgrounds
with rich experience in law, accounting and financial
investment. Such structure is helpful in discussion and
analysis in different aspects at the board meetings, which
is beneficial to the reasonable decision-making of the
Board. The independent non-executive directors have
been submitting their annual performance review to the
annual general meeting for consideration and discussion
by shareholders since 2005.

Board meeting

In 2009, the Company totally held 5 regular board
meetings (including 2 site meetings and 3 meetings
in form of voting through communications), and 7
extraordinary board meetings held in form of reviewing
written resolutions and signing for voting (voting through
communications) to consider the Company’s operational
and financial performance, management structure,
investment scheme, including:

—  To consider and approve the annual financial budget,
work report of the Board;

—  To consider and approve reports of annual, interim
and quarterly results;

—  To consider and approve the acquisition plan for the
target breweries, and capital investment programs
for the new construction and expansion of the
Company’s subsidiaries;

—  To consider and approve the continuing connected
transactions of the Company;
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—  FERAE SRR —  To consider and approve to write-off the property
losses;

—  FREBAFIERATEREMBOREERAE —  To consider and approve the nomination of the non-

JH 5 executive directors and supervisor as shareholder of

the Company;

— R A B A R T IR & s —  To consider and approve the remuneration incentive

scheme for the senior management;

— FREMAVEERERTEE - —  To consider and approve the revision of the articles
of association of the Company.

TRBMAHERER A GBI N X ESE The meeting notices and materials of cases to be discussed
Fo HWR T E R AEEAT T A BN R A R are sent to all directors in the reasonable time, so as
P PR o FEARFFEN > K AL g to ensure they can have fruitful discussion, and make
FEMEMEZBFERNFHRINNT - quick and prudential decisions at the meetings. In the

year, details of attendance of board meetings and relative
professional committee meetings are as follows:

HE D
k¥ JiASm
Meetings ~ BLH kY ZithE
that e Attend K¥ BOw
f 3 SRR should Attend in form of Attend  Times of fifik
Name Position attend in person  communications by proxy absence Notes
EaL| HHR 12 2 10 0 0
JIN Zhi Guo Chairman
T W HE%ER 12 2 10 0 0
WANG Fan Vice Chairman
b3 YrESH 12 2 10 0 0
SUN Ming Bo Executive Director
LB JiTEE 12 2 10 0 0
LIU Ying Di Executive Director
HER WS 12 2 10 0 0
SUN Yu Guo Executive Director
L B k&S 12 2 10 0 0
LI Yan Independent Non-executive
Director
it # B k&S 12 2 10 0 0
FU Yang Independent Non-executive
Director
VI B k&S 12 2 10 0 0
PAN Zhao Guo Independent Non-executive
Director
EX5'e NER 12 2 10 0 0
WANG Shu Wen Independent Director
1l 5 A FHGES 0 0 0 0 0 20094 11 A 2 AR
Fumio YAMAZAKI ~ Non-executive Director Took the position on
2 November 2009
KB FITHES 0 0 0 0 0 H2009% 1172 HER
TANG Jun Non-executive Director Took the position on
2 November 2009
fREER RIS SR SR E S 2 | 0 1 0 2009457 1 H kK
Stephen J. BURROWS  Vice Chairman Non- Resigned on 1 May 2009
executive Director
B R FHfTES 2 1 0 1 0 200945 A 1 HEE

Mark F. SCHUMM Non-executive Director Resigned on 1 May 2009
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II.

The convening and holding of board meetings are strictly
subject to the rules in the Articles of Association and
Order of Meeting for the Board of Directors. The meetings
are hosted by the chairman of the Board, and are held on
time after delivery of meeting notice. All proposals are
discussed fully and completely at the meetings and voted
in sequence. The notice of regular meeting is dispatched
14 days before the meeting. Should any directors are
unavailable for the meeting due to other business, they
could authorize other directors in written form to attend
and vote on their behalf, and the independent non-
executive directors could authorize other independent non-
executive directors to attend and vote on their behalf.

The management team of the Company is responsible
for providing the Board with all related materials and
information needed for considering the cases, and
reporting their related work at the board meeting. The
independent non-executive directors of the Company
exercise their duties pursuant to the stipulations in the
Articles of Association. They may appoint the independent
professional organizations to serve them when needed in
undertaking their duties or business, and the reasonable
expenses occurred will be borne by the Company.

Directors
Information support and professional development

The Company has arranged its lawyers to interpret the
requirements in undertaking the relevant duties and
provided written materials including business summary,
management structure, responsibility and other legal
requirements to the director after he/she is appointed,
and arranged him/her to attend the professional trainings
organized by the regulatory authorities. During the
reporting period, the executive directors of the Company
have attended the training programs for directors
organized by the regulatory authorities.

All directors, especially those independent non-executive
directors, can be aware of the Company’s business
development, competition and supervisory environment,
and obtain other materials that may affect the Company
and the beer industry through being provided with the
relative materials (to prepare a weekly newsletter for the
development in stock market and regulatory policies),
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work reports, and so on, so as to ensure the directors to
understand their duties and responsibilities to help them
make correct decisions and provide efficient supervision,
and to ensure them to implement the procedures of the
Board and appropriately abide by the proper laws and
regulation. Besides, the Company also arranged the
independent non-executive directors to pay site visit to
Tsingtao Brewery Hans Group, a controlling subsidiary
of the Company, to collect the first-handed information
so as to have the independent non-executive directors
make decisions with a more comprehensive and deeper
understanding to the Company.

Independence of the directors

The Company has appointed sufficient number of
independent non-executive directors, and the Board has
received from all independent non-executive directors
their written confirmation on their independence pursuant
to the Rule 3.13 of the Listing Rules.

Securities transactions by the directors

The Company applies the Model Code included in
the Appendix 10 of Listing Rules, and works out
the Company’s Regulations on Holding of Shares
by Directors, Supervisors and Members of Senior
Management of the Company and Its Changes. The
Company confirms, after having made specific enquiries
to all directors, that they have been in compliance with the
Model Code of the Listing Rules.

Financial reporting and responsibilities taken by the
directors on financial statements

The Board makes annual review over the annual, interim
and quarterly reports in accordance with the sufficient
information provided by the management team and
approves for public disclosure. The directors are reliable
to organize relevant departments and staff to prepare
financial reports for each fiscal year, and ensure to apply
appropriate accounting policies, and abide by the PRC
GAAP and HKFRS when preparing financial statements,
so as to truly and fairly report the financial situation and
operational results of the Company.
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III. Professional Committees under the

Board of Directors

The Board held the meeting on 10 June 2008, at which it
approved to establish 3 specific committees under it based on

the adjustments of its members, approved the new detailed

work guideline of each committee, and expressly stated their

duty scope of supervising the specific business areas in the

Company. Besides, according to the changes of members due to

the transfer of equities by A-B Company, the former shareholder

of the Company, the Board held the meeting on 31 January 2010

at which it approved to appoint additional members of the 3

specific committees.

1.

Audit & Finance Committee (“Audit Committee”)

The duty scope of the Audit Committee is determined
pursuant to the Code on Corporate Governance Practice
set out in the Appendix 14 of the Listing Rules of the Stock
Exchange and Guidelines for Corporate Governance of
Listed Companies in China published by China Securities
Regulatory Commission, and is revised from time to time
subject to the latest supervisory trend. Its principal duties
include: to review the soundness and effectiveness of
the Company’s internal control system and regulations,
to review the Company’s annual, interim and quarterly
financial statements, to appoint the Company’s external
auditor, coordinate their work, and review the efficiency
and quality of their work, to review and supervise the
quality and procedures of the Company’s financial
reporting.

The Audit Committee is comprised of 4 independent non-
executive directors and 1 non-executive director including
Ms. LI Yan, the Chairperson, and other members including
Non-executive Director Mr. Fumio YAMAZAKI, and
Independent Non-executive Directors Mr. FU Yang,
Mr. POON Chiu Kwok and Ms. WANG Shu Wen, all of
whom are appointed by the Board. Ms. LI Yan has the
professional qualification of CICPA with experience and
capability in financial and accounting business.
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In 2009, the Audit Committee totally held 4 meetings. To
ensure the independence of the reporting, the Committee
Chairperson arranged sole meetings between external
auditors and members of the Audit Committee. The

o BZB M EHRNFBIWT ¢ Committee made proposals to the Board for important
issues discussed after each of such meetings. The
attendance of each member of the Committee is as follows:

OB G () M i (K) R (%)
Attendance Meetings should Attending Rate

RHUA Name (time) attend (time) (%)

% W(ZEGER) LI Yan (Chairperson of the Committee) 4 4 100

oo FU Yang 4 4 100

EIEE POON Chiu Kwok 4 4 100

EN:I5'e WANG Shu Wen 4 4 100

B K Mark F. SCHUMM 0 2 0

(7t : BREFR2009F5SHIHEBREMERTTZE (Note:  Mr. SCHUMM had resigned as member of the Audit

2 HIE) Committee on 1 May 2009)
BE B OAEAREE R E TR : Main work by the Audit Committee in the year includes:
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— Reviewed the Company’s annual, interim and
quarterly reports, and financial reports;

—  Made proposals to the Board on the renewed
appointment of the auditor;

—  Reviewed the effectiveness of internal control
system and regulations of the Company

2. Strategy & Investment Committee (“Strategy
Committee”)

Its main duties are: to supervise and review the Company’s
orientation of strategic development, to work out the
Company’s strategic plan, and to make timely adjustment
towards the Company’s strategic and governance structure.

The members of the Strategy Committee include:
Executive Director & President Mr. SUN Ming Bo
(Chairman of the Committee), Executive Director
Mr. SUN Yu Guo, Non-executive Director Mr. Fumio
YAMAZAKI and Mr. TANG Jun, and Independent Non-
Executive Director Ms. LI Yan (Note: Mr. Stephen J.
BURROWS and Mr. Mark F. SCHUMM had resigned on 1
May 2009 from the position they ever took). The Strategy
Committee did not hold any meetings in 20009.



O W B AR A A
TSINGTAO BREWERY CO., LTD.

EFIRWME  Corporate Governance Report

3. A

&

RARFEMEREG(HMEHE])

ARAF LT HMEE G > HEERT B : o
0 i 2 ) 2 B AN L S T 1B SR
B - AT E AR HE 5 B SR A R BLAS Y
VE S

N Z H R B A ML A e
(ZEELN) - ik L - W B 5E 4 & EH
LR EAT RS A o

3 2 B i 2000 4 B ERAT T 2R &Rk 0 A
SRS ML A G IERTE S NREM
BFHIEET RS E R aRAEERR - £

Corporate Governance & Remuneration Committee
(“Remuneration Committee”)

The Company sets up the Remuneration Committee. Its
main duties are: to study and review the remuneration
policies and incentive system of the directors and senior
management of the Company, to work out the appraisal
standards, to study the schemes to improve the corporate
governance.

Members of the Remuneration Committee include:
Independent Non-Executive Directors Mr. FU Yang
(Chairman of the Committee), Ms. LI Yan, Mr. POON
Chiu Kwok and Ms. WANG Shu Wen, and Non-executive
Director Mr. TANG Jun.

The Remuneration Committee held 2 meetings in 2009,
considering and providing professional comments to
the Board for the issues including senior management

ZEMEEHEAENOT remuneration scheme and the nomination of the candidates
for the non-executive director of the Company. The
attendance of the Committee meetings by the members is
as follows:

WK R (k) R (%)

ZHW%SH Attendance Meetings should Attending rate

Name (time) attend (time) (%)

+ H(ZEEEE) FU Yang (Chairman of the Committee) 2 2 100

- LI Yan 2 2 100

7 1 POON Chiu Kwok 2 2 100

EX:I5'E WANG Shu Wen 2 2 100

B R Mark F.SCHUMM 0 1 0

(FF: BRFFENR2009FESHIHEFRENEHFMER (Note: Mr. SCHUMM had resigned as member of the

& BIRE) Remuneration Committee on 1 May 2009).
I e g | IV. Supervisory Mechanism
1. i 1. Board of Supervisors
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The latest Board of Supervisors was successfully set up on
10 June 2008, whose duty term is three years since 10 June
2008. It currently has 7 members in which including 4
supervisors as shareholder and 3 supervisors as employee.
The profile of current supervisors is set out in the Profiles
of Directors, Supervisors and Senior Management in the
Annual Report. Mr. Akiyoshi KOJI was elected Supervisor
as Shareholder on 2 November 2009 as nominated by
Asahi Breweries, a shareholder of the Company.
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The Board of Supervisors legally exercises the authority
of supervision to prevent the legal rights and interests of
the Company and its employees from being offended. The
Board of Supervisors totally held 8 meetings (including
site meetings and resolutions in written form) in 2009,
to supervise on behalf of shareholders over the finance,
the validity and compliance of the directors and senior
management on fulfilling their duties, and sat in all site
board meetings and general meetings. The details of the
work of the Board of Supervisors are set out in Report of
the Supervisors in the Annual Report.

Self-appraisal of internal control

It is the responsibility of the Board and the management
team of the Company to set up and improve the internal
control system and effectively implement it. The
targets of the internal control of the Company are: to
reasonably secure the Company’s compliant operation and
management, safeness of the assets, true and complete
financial reports and its related information, to improve
the operational efficiency and results, and to promote the
Company to realize its developing strategies. To realize
the targets of the internal control of the Company, it
organizes the risk assessment annually, to recognize the
internal and external risks through the risk assessment,
and to appraise the impacts of the risks to realizing the
operational targets of the Company, and to further improve
the Company’s internal control system according to the
results of the risk assessment. Under the requirements of
the Audit Committee and the management team of the
Company, the Internal Control Dept. of the Company has
organized to improve the annual internal control system
construction and appraisal work pursuant to the work plan
as approved by the Company.

The Company has set up the comparatively improved
internal control system which focuses on the internal
procedures in the key business links in the Company
and the companies controlled by it. And it has set up the
matured internal control system in the key business areas
including sales, purchasing, human resources, budgets,
investments, financing, connected transactions, currency
funds, fixed assets, production operations, information
control system, contracts, taxes, use of proceeds received,
guarantees, information disclosure, environment
protection, and food safety. In 2009, based on the existing
internal control system, the Company carried out the
project of procedure optimization in its headquarters
and marketing system, further improved the controlling
measures to the key controlling sections in the procedures,
clarified the authorization to significant management, and
improve the procedure efficiency and risk control ability
of the Company.
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The Audit Committee is in charge of supervising and
inspecting the Company’s internal control work. while
the Internal Control Dept. should report to the Audit
Committee and the management team of the Company
for each year. The Company sets up an internal control
appraisal system, under which the Internal Control Dept.
and the functional departments of the headquarters of
the Company respectively plan and organize to carry out
the independent internal control appraisal and functional
auditing to the Company and the units controlled by it.
The content of the appraisal includes the soundness of
the design of internal control and the effectiveness of the
implementation of the internal control in the main business
areas in the Company, and the results of the appraisal
will be reported to the management team of the Company
in form of Circular of Internal Control Appraisal,
meanwhile, it will urge the appraised units to organize the
improvements in form of Internal Supervision Sheet for
the problems discovered in the internal control appraisal.
The Internal Control Dept. is the supervising unit which is
in charge of internal control appraisal and internal control
improvements in the Company.

The Board had made self-appraisal to the internal control
of the Company in the year, and found that, since 1
January 2009 to the end of the reporting period, no
material weakness in the design or implementation of the
internal control of the Company was ever found.

The Board is of the view that, the internal control of the
Company is sound and effective for the period from 1
January 2009 to the end of the reporting period.

External auditor and remuneration

The financial statements included in this 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. PwC
Zhong Tian and PwC have provided auditing services for
8 years in consecution. For the year of 2009, the Company
should pay RMB7.28 million to PricewaterhouseCoopers
Zhong Tian Certified Public Accountants Limited
Company and PricewaterhouseCoopers for their full-year
auditing work, and all expenses for business travels and
others will not be borne by the Company.

The Audit Committee has discussed and appraised the
professional qualities and the implementation of 2009
auditing work of PwC Zhong Tian and PwC, and provided
relative comments and suggestions for improvements.
The Committee suggests appoint PwC Zhong Tian
as the Company’s domestic auditor, while PwC as its
international auditor, and will submit it to the 2009 AGM
for shareholders’ final approval.
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V. Shareholders and Other Interest-related

Parties
General meeting

The Company has been devoting to maintaining the legal
rights of all shareholders. The convening and holding
of general meeting are strictly pursuant to the terms in
the Articles of Association and Order of Meeting for the
General Meeting. The Company’s general meeting is
convened by the Board and hosted by the Chairperson
of the Board. The executive directors make reports over
proposals at the general meeting, while the representatives
of shareholders, representatives of supervisors, witness
lawyers, profession accountant from Hong Kong
(Scrutineer for the vote-taking) jointly inspect and count
the votes to the proposals, and have the chairperson of the
meeting (Chairperson of the Board) announce the voting
results and form the formal resolutions of the meeting. The
lawyers appointed by the Company witnesses the meeting
and present legal comments.

The general meeting is the highest authority of the
Company, which legally exercises its duties and
determines the significant issues for the Company.
The annual general meeting is the channel of direct
communication between the Board and the shareholders of
the Company. Therefore, the Company pays high regards
to the general meeting by distributing the meeting notice
45 days prior to the meeting date, and the Chairman and
other attending executive directors make extensive and
intensive communications and interpretation over the
issues concerned by the shareholders at the annual general
meeting. The Company held the AGM and extraordinary
general meeting on 16 June and 2 November 2009
respectively.

Investor relations and communications

The Company pays much attention to the management
work of investor relations, and strives to strengthen the
communications with investors through different channels
and forms, and timely responds to hot issues concerned
by the investors. Meanwhile, the Company devotes to
improve its transparency, helps the investors more clearly
understand the situation and prospects of the Company,
carefully listens to the comments and proposals made by
the investors, and helps the Company improve corporate
governance and operational management.
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In 2009, the Company totally sponsored 4 domestic and
overseas road-shows and results presentations, and 1 on-
line road-show, participated in 10 investment forums
and presentations organized by domestic and overseas
securities financial institutions, and held over 100
group meetings or one-on-one meetings with investors
through arranging the site research and visits paid by
the national and international securities analysts, fund
managers and other investing institutions, and arranged
over 100 conference calls with securities analysts and
fund managers, which were fruitful. During the reporting
period, the Company was awarded the “Grand prix for
best overall investor relations among small and mid-
cap companies for the year of 2009” by the /R Magazine
in the U.K., which showed the compliant operations and
information disclosure of the Company had obtained gross
acknowledgement from the market and the investors.

Other interest-related parties

The Company is of view that, it should insist on the
operations with integrity and fulfilment of its social
responsibilities, and establishing a harmonic, win-win
and long-term cooperation with interest-related parties
of the Company to ensure its long-lasting existence. For
years, the Company has been insisting on making full
payment of taxes, operating with integrity, rewarding the
society and actively taking in part of the social welfare
and environmental protection activities while keeping on
steady growth of its operational results.

A good corporate governance is helpful to the healthy
development and in raising the investors’ confidence,
while the effectiveness of the Board is important to the
good corporate governance. Therefore, the Board will be
dedicated to the continuous improvement of efficiency
and qualification of decision-making, so as to promote the
steady development and adding shareholder’s value.
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As the international financial crisis did not
bring too much impact to China’s beer market,
the national output volume of beer reached
429.4 million hl, representing an increase of
4.7% comparing with that of the same period
in last year, which helped it be the largest beer
market in term of output volume in the world for
successive years.
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e 1R 2 (T A 022 (|1 9% % S8 b R A
BURALEAT > £ 7 47 38 B8 2 R R 0 03 B X
Fo

The overall profitability of the beer industry
obtained a great improvement as the price of
imported barley dropped back significantly, and
that of other raw materials continued to be kept
at a low level.

WL 5 T 5 28 R R T AR P E RE AR R > (AT S
RFPIEVIIE » BT WAL -

The lower growth in the market and the
overmuch of output capacity led to serious
conflicts between the sales and the supplies,
which resulted in a severe competition.

R T GG i S A R~ IR (T 5 A A A% )
VAR 58 3 Wi 540 Jy S B > SR 2 B W AT
SEPHIRE » TR — BRI -

The beer industry became more concentrative as
the growth rate of large breweries, by relying on
the advantages including brand, channel (sales
and marketing networks) and the improved
market layouts, higher than that of the average
level of the beer industry.

EF by
Mr. SUN Ming Bo
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Analysis to Main Finance during the Reporting Period (In accordance with the
PRC GAAP)

] BB B AR BB A

Analysis to principal business and operational situations of the Company

2009 47 B 4 v T BN 8 45 5 591 T T WIEEHER 9.9% 5 BB EFMA 177.61 TC A R¥ » LR 12.5% 5 #81
5 JE O B A ) PR RO A T 12,53 (R N IR > R FR MR 79.2% » A4 2 B G 0 R 6 B WO - 8 OB I R
SEM R ERES -

In 2009, the Company’s sales volume of beer reached 59.1 million hl, representing an increase of 9.9% comparing with that
of the same period in prior year; net sales revenue reached RMB17.761 billion, representing an increase of 12.5% comparing
with that of the same period in prior year; net profits attributable to the shareholders of parent company reached RMBI1.253
billion, representing an increase of 79.2% comparing with that of the same period in prior year, which continued to show a
good development trend in which the growth in net profit was greater than the increase in sales income, which was in turn
greater than the increase in sales volume.
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Unit: RMB’000

BWm 3 D

20094F )% 20084F )% Increased/ Increased/
) HE I H Year of Year of (Decreased) (Decreased)
Items under profit 2009 2008 amount percent
BEWA Operating incomes 18,026,108 16,023,442 2,002,666 12.5%
A Operating costs 10,285,132 9,509,013 776,119 8.2%
B2 Distribution costs 3,484,403 2,972,028 512,375 17.2%
fegsib-g:t| Administrative expenses 998,141 902,134 96,007 10.6%
Mg Finance costs 62,854 45,613 17,241 37.8%
% EIMAE R % Impairment losses for assets 67,852 179,092 (111,240) (62.1%)
O S 5 WAk Gain/(Loss) on fair value
Y4t V) of financial instruments (1,763) 24,564 (26,327) (107.2%)
B, (182:)  Investment incomes/(losses) 10,067 (27,104) 37,171 137.1%
BRI Non-operating gains 213,327 154,665 58,662 37.9%
CE IS Non-operating losses 62,719 35,449 27,270 76.9%
(1) EEWAF I 12.5% > FZFE : — L 80 pg B b 8 B A5 R > BRI AN BRI 5 R ECE N AT B8
FE B R R BT > B R R > SR RO RN EL -
The operating incomes increased 12.5% from the pervious year, which was mainly due to: firstly, the percent of principal
brand increased as it optimized the product and sales mix during the reporting period; secondly, during the reporting
period the operating incomes increased as the sales volume increased with the satisfying growth trend of the sales of
principal products.
(2 BEEA (3) MmEH
Operating costs Expenses during the period
2009 4F A 45 18 4% 2 A [ B 3G R 8.2% o B R R (i) 20094 858 2 H W B 17.2% » FEF K
o 90 g 2 B G UL IR > B4 S AR 4R W P e A o T EE i AR BEAL o e A B
B o A A RAEE LB BRB > BTN RME -
In 2009, the operating costs of the Group increased In 2009, the distribution costs increased 17.2%
8.2% from the previous year, which was mainly from the previous year, which was mainly due to
due to the increase of operating costs caused by the the rise of promotional fees driven by the growth
expansion of sales scale during the reporting period. of sales volume of high-end products resulting
The structure of production cost is as follows: from the optimization of product mix during the
reporting period.
3.5% 15.8%
13% (i) 2009 4% B ¥ FH [ bk 3 0 10.6% > 42 B 5 R &
o2 A0 24 G REA R AT S th A 2
8 s TN R i 8L
In 2009, the administrative expenses increased
10.6% from the previous year, which was
mainly due to the increase of production and
2009 sales volume, operational expenses and staff’s
W %5 Mat remuneration during the reporting period.
[ X% Rice _ R
(iil) 2009 4F B4 # 2 [ bb 3 hn 37.8% > 32 R B &
B Hops 39T N R M S R B E o M S M ER ] 1L
W K water A R EL o
B )i 8 Auxiliary Materials 49.9% T 56% In 2009 the finance costs increased 37.8% from
41F Energy ’ the previous year, which was mainly due to the
decrease of revenues from foreign exchange

54 Packaging Materials
I =7 Direct Salary 2008
%)% A Manufacturing Expenses perio d

from the previous year as the exchange rate of
Renminbi got to steady during the reporting
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Y pE ALK (6) BB (HR)
Impairment losses for assets Investments incomes/(losses)
2009 47 ¥ 78 I AE 1R 2% 1A B b 62.1% > 2 2 I R 2009 43 F RS [ LRI 137.1% » F 25 B R
T 2 B R A A A A AR R R B B o O F] B R 0 S SR AT B S 3 B WA T L
In 2009, the impairment losses for assets decreased In 2009, the investment incomes increased 137.1%
62.1% from the previous year, which was mainly due from the previous year, which was mainly due
to the decrease of accrued impairment losses for fixed to the increase of investment incomes from the
assets of the Company during the reporting period. sales of shares held by the Company in Bank of
Communications during the reporting period.
A e ffEsE sk, (HK) (7 BEMEA
Gain/(Loss) on fair value of financial instruments Non-operating gains
2009 4F 2 0 AR AE 4 B W2k IR LA 107.2% » BRHFEE 2009 448 EAMIA L R AE BN 37.9% > EEFEHA T
i b A [ 12 1 A1 RE 22 5 Tl 8 301 52 1 3 n 4 e A DA ASARWCR] 1 BORT A B 484 m B 2K o
R AR RITNEL 5 In 2009, the non-operating gains increased 37.9%
In 2009, the gain on fair value of financial instruments from the previous year, which was mainly due to the
decreased 107.2% from the previous year, which was increase of subsidies received by the subsidiaries from
mainly due to the big increase of the gain on fair value the government in the year.
of financial instruments on fair value of financial
instruments as the settlement of some expiring long- 8 BEMIXH
term foreign exchanges transaction agreements of the Non-operating losses
same period in previous year.
2009 4F- 8 FE A0 32 7] L W9 0 76.9% » F B IR L BB 45
BRIk &Y AR RGPy &
In 2009, the non-operating losses increased 76.9%,
which was mainly due to the increase of losses from
the disposition of fixed assets resulting from the
relocation of some subsidiaries.
5 £ AR AV O )
Explanation of Composition of Assets/Liabilities
By ARWFFIC
Unit: RMB’000
20094 20084 B 39 D
12A31H 12431H Increased/ Percentage
HEPREH 31 December 31 December (Decreased)  of Increase/
Items 2009 2008 amount (Decrease)
L e Cash and bank 5,350,581 2,393,510 2,957,071 123.5%
B oA g R Derivative financial instruments — 1,763 (1,763) (100.0%)
TEAT MK Prepayments 139,233 225,456 (86,223) (38.2%)
eyt Inventories 1,877,379 2,756,337 (878,958) (31.9%)
NER N A g Other current assets 9,979 55,276 (45,297) (81.9%)
ATk Al A Available-for-sale financial
assets — 4,416 (4,416) (100.0%)
E RS Long-term investments 152,818 34,366 118,452 344.7%
B S BE Deferred income tax assets 240,843 94,930 145,913 153.7%
HE A R Short-term borrowings 153,472 414,907 (261,435) (63.0%)
JRE A5} 5 Bills payable 89,828 146,983 (57,155) (38.9%)
JRE A W3k T 357 T Payrolls payable 524,189 284,893 239,296 84.0%
HEAZ By Taxes payable 467,030 317,676 149,354 47.0%
—4F g F) 35 Non-current liabilities to
IR E A& expire within 1 year 28,341 112,490 (84,149) (74.8%)
Bk Long-term borrowings 28,267 15,868 12,399 78.1%
HTE Ak Specific accounts payable 13,035 136,997 (123,962) (90.5%)
FoAib I 37 B £ Other non-current liabilities 171,134 81,738 89,396 109.4%
BARARE Other reserves 4,194,817 3,025,716 1,169,101 38.6%
R4 ECA Retained earnings 2,055,206 1,206,404 848,802 70.4%
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Cash and bank

2009 4 £ 1 B G IR LSBT m 123.5% > B PR
et 20T 1 AR Bl A I B VR B A & R B AT
V1 J A e A A S AT SE R T B

In 2009, the cash and bank of the year end increased
123.5% from the year beginning, which was mainly
due to, during the reporting period, the increase of
net cash-flow from the business activities and the
proceeds from the exercising of the warrants of the
bonds with warrants issued by the Company.

38 By Pk 2 1l

Derivative financial instruments

2009 47 32 5 Y 4 b 5 28 9 R B A0 A 100% > 1
JER PRI i+ 391 P S 9 A1 B 22 5 [ 80 90 32 B 8 o
In 2009, the derivative financial instruments of the
year end decreased 100% from the year beginning,
which was mainly due to the settlement of the long-
term foreign exchange transaction agreements expired
during the reporting period.

TOfh ek

Prepayments

2009 4F FH AF B sk K LL I 0 A 38.2% > EZR N
Ak 300 A A0 2 PR T A B A D SR L

In 2009, the prepayments of the year end decreased
38.2% from the year beginning, which was mainly due
to the decrease of settlements with prepayments during
the reporting period.

1t

Inventories

2009 4F 17 £ K BE IR A 31.9% » F 2 B i
391 A T2 I AR o 2 8 43 T2 B R A L AR 3
AT RERTEL

In 2009, the inventories of the year end decreased
31.9% from the year beginning, which was mainly due
to the decrease of storage of main raw materials and
the average cost of some main raw materials during
the reporting period.

(5

(6)

(7

®
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Other current assets

2009 47 F Al 38 B 5 2 TR BE I A 81.9% > FH R
PR i 45 O R TR A A 38 P A B A BT L o

In 2009, the other current assets of the year end
decreased 81.9% from the year beginning, which was
mainly due to the decrease of pre-paid enterprise
income tax at the end of the reporting period.

Y o

Available-for-sale financial assets

2009 4F w4t ) # 4 il 2 2 91 OK Le IR A 100% 5 F
B2 50 PR i T A ) A R B R AT RS
o

In 2009, the available-for-sale financial assets of the
year end decreased 100% from the year beginning,
which was mainly due to the sale of shares held by
the Company in Bank of Communications during the
reporting period.

T I B ¥E

Long-term investments

2009 475 JY1 e A 15 S JTAC L ST 38 344.7% > EEER
R 55 0 1 ) WA 8 501 WAL 39% TR P 2L
In 2009, the long-term investments of the year end
increased 344.7% from the year beginning, which was
mainly due to the acquisition of 39% equity interests
in Yantai Asahi Brewery by the Company during the
reporting period.

Y 42 P 14 B R

Deferred income tax assets

2009 473 AE BT 13 B A R LRI 153.7% > B
5 B R AT 4 P 94 o o e 0 40 08 A2 O 5 2 4
BrEg o

In 2009, the deferred income tax assets of the year
end increased 153.7% from the year beginning, which
was mainly due to the increase of deferred income
tax assets resulting from the increase of the accrued
expenses pending for payment.

A S 4
Bills payable

2009 47 JE A SR A L 01 ) 4 38.9% > ERF AR
ek 1A R L i 7R S SRR B 8

In 2009, the bills payable of the year end decreased
38.9% from the year beginning, which was mainly due
to the decrease of accepted bills issued at the end of
the reporting period.
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Payrolls payable

2009 4 JE A5 Hik 725557 I 301 A LU 3T A0 9 0n 84.0% > FE R
PR 0 5 100 PO S 4R A I T T A e PR B T I
1 3 T ik AL I P B

In 2009, the payrolls payable of the year end increased
84.0% from the year beginning, which was mainly
due to the increase of balance of staff remunerations
resulting from the accrued staff salary and allowance,
and the remunerations of internally retiring staff.

HE 2 BE
Taxes payable

2009 47 JE 22 A58 28 91 K LU IO 40 389 m 47.0% > £ BRI
st 9 P A D G R MR A A A S A 5 M AR
Bt~ BB £ o

In 2009, the taxes payable of the year end increased
47.0% from the year beginning, which was mainly due
to the increase of value-added tax payable and income
tax payable resulting from the increase of total amount
of sales earnings and profits of the Company during
the reporting period.

—AF 4 20081 0 e G ) £ 4

Non-current liabilities to expire within 1 year

2009 4F — 47 A B 391 4 Ik I By 45 0 R B 390 R 9 A
74.8% > E B PR R A 0 A AR A-B Jade fif 509
o

In 2009, the non-current liabilities to expire within 1
year of the year end decreased 74.8% from the year
beginning, which was mainly due to the repayment of
the borrowings from A-B Jade during the reporting
period.

HH A

Specific accounts payable

2009 45 55 I HE AF 3 301 A BB I BT 4 90.5% » R IA
JEHR S ¥ A T IRGEIE H B > B R 0B R
o

In 2009, the specific accounts payable of the year
end decreased 90.5% from the year beginning,
which was mainly due to the utilization of relocating
compensations provided by the government as some
of the subsidiaries carried out the relocating projects
during the reporting period.

(14)

1s)

Fo A e 5 8y £ 4

Other non-current liabilities

2009 4F- 3 At 8 Bh 4 91K A0 3 0 109.4% > %
J R 4y W OB TH H B 25 O > 1R OB I
B A eGSR S W 2 S B -

In 2009, the other non-current liabilities of the year
end increased 109.4% from the year beginning,
which was mainly due to the increase of deferred
earnings gradually confirmed against the process of
the relocation with the carrying out of the relocating
projects of some of the subsidiaries.

BT K

Banking borrowings

2009 4 J5 191 i 359 A Lo S B0 9 A 63.0% - T B IR
A A R A A 4 R S 43 A ek B
o

In 2009, the short-term borrowings of the year end
decreased 63.0% from the year beginning, which
was mainly due to the repayment of some short-term
borrowings by the Company with own funds during
the reporting period.

2009 455 91 i 9 A b S8 B0 389 I 78.1% > R PR
BWA T AR BRATHEWAT RN -

In 2009, the long-term borrowings of the year end
increased 78.1% from the year beginning, which was
mainly due to the borrowings in Hong Kong dollars
from Bank of Communications by the subsidiary in
Hong Kong.

2009 47 AR A G B SRAT AT sk 6 2 2,08 T AN RS »
H LI K 153,472 T o0 A R RIIAT K 54,481 T
Je N R o R D 1R DA BB 4 26,214 T
JENRME > 1 2 5422,557 Too AR > il 545,710
TRARM -

By the end of 2009, the total amount of banking
borrowings of the Group was RMB208 million, in
which including RMB153,472 thousand of short-term
borrowings and RMB54,841 thousand of long-term
borrowings. Among the long-term borrowings, those
will expire within 1 year are amounted to RMB26,214
thousand, those will expire in 1-5 years are amounted
to RMB22,557 thousand, and those will expire over 5
years are amounted to RMB5,710 thousand.
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2009 47 391 R A 55 ) R AT i Ak 45 £ K R A0 s N IR (16) ¥EA AR
i 3 81,000 F 76 N R ¥ > W% A5 3% 110,899 F 7€ A Other reserves
FeWE > WT £ 3% 10,003 T8 A R > FF 26 5 B i
6,051 TIE AR » 2009 47 F A R A b I 0 48 0m 38.6% > BB
By the end of 2009, the borrowings in Renminbi were 50 0 2 R EEAT IR PR AR A TR o v R A 985 e
amounted to RMB81,000 thousand, borrowings in o
Hong Kong dollars were amounted to RMBI110,899 In 2009, the other reserves of the year end increased
thousand, borrowings in Euro were amounted to 38.6% from the year beginning, which was mainly
RMBI10,003 thousand, and borrowings in Danish krone due to the increase premium of share capital resulting
were amounted to RMB6,051 thousand. from the exercising of the warrants of the bonds with
warrants, during the reporting period, of the bonds
AREEMME R Z NG REFHHBE > ARIFR with warrants issued by the Company,
W A O A5 S R A SRR 3 4 T A 4.827% ~
1.314% o (a7 RAEAM
All borrowings of the Group are affected by the Retained earnings
interest fluctuation, and the effective annual interest
rate for the borrowings in Renminbi and Hong Kong 2009 47 A 43 E ) 168 151 2K Lb 301 90 34 9n 70.4% > EEJFRH
dollars as of the settling date is 4.827% and 1.314% S A S 4% 1T R SR B 3
respectively. In 2009, the retained earnings of the year end
increased 70.4% from the year beginning, which was
mainly due to the increase of net profits at the end of
the reporting period.
b R IR A
Analysis of currency flow
Bpr : ARBTIT
Unit:RMB’000
Hwm B0
Increased/ Increased/
JH 20094F )i 20084F )% Decreased Decreased
Item Year of 2009 Year of 2008 amount percent
EEHEAR Net amount of cash flow from
REemEEs operating activities 3,361,001 1,509,486 1,851,515 122.7%
WG FHBAEAR  Net amount of cash flow from
B4 B investing activities (909,883) (853,987) (55,896) 6.5%
EREEEAER Net amount of cash flow from
REeREEH financing activities 471,555 441,990 29,565 6.7%
B& KB4  Net increased amount of cash
G A and cash equivalents 2,926,531 1,096,402 1,830,129 166.9%
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200947 £E & 16 Ty A A 0 B 4 IR B R BT Bk B
122.7% » EZJEH + — R Py 2w 8 A 8 1
BR M SELT > BE T AR RE s RS BE
JE R T e > 77 58 A AG IR A B A T ok 4
SRV

In 2009, the net amount of cash flow from operating
activities increased 122.7% from the previous year,
which mainly due to that, firstly, during the reporting
period, the revenues from sales was high with the
satisfying growth trend of sales of principal products
of the Company; secondly, the prices of some main
raw materials fell, the decrease of inventories and the
decrease of pre-payments.

2009 45 B B 22 2 1Y BE B i B AR L3 6.5%
F2 i PR AR R 30 1 W3 Y 8 K I B YA P
o

In 2009, the net amount of cash flow from investing
activities increased 6.5% from the previous year,
which mainly due to that the compensations received
for relocation decreased from the previous year during
the reporting period.

2009 45 35 3% ) 2 2 A B i R A I B3 6.7%
TSR PR R B U R B R L
In 2009, the net amount of cash flow financing
activities increased 6.7% from the previous year, which
mainly due to the less amount of repayment of the
debts during the reporting period from the previous
year.

J0 b 258 2545 DLt W

Interpretation of other operational situations

B AR
Debt/Capital ratio

ACSR I 200948 12 7 31 H 65 5 ¥ A % 2% 13.0% (2008
F12H31H 1 159%) - MBEEAMGETER : kR
S K AR AR IR ST A ok A0+ B J % 13 2 ) M
fi) °

On 31 December 2009, the Group’s debt/capital
ratio was 13.0% (15.9% on 31 December 2008), the
calculation of debt/capital is: total amount of long-term
borrowings/(total amount of long-term borrowings
+ shareholders’ interests attributable to the parent
company).

2

3

C))

€))

(6)

A

Assets mortgage

20094 12 4 31 H > ACH [ 8T i 3k 34 4G 40 4 £
R (CERZNEFZA=Z+—H ¢ )

As of 31 December 2009, none of the banking facilities
of the Group were the borrowings with mortgage (As
of 31 December 2008, nil)

TE ¢ e ) D e

Risk of flexible exchange rate

FH R A 552 A7 2 2 PR R 2 R AR
SO 11 > DRI b = P 408 T 16 8 ) 53 R A 488 I 14 B b
RHETAS > G I S A4 0 #y Z F) Bk — S S 2 o

As the Group currently relies on the imported barley
among the raw materials in its production of principal
brand, so the change of exchange rate would indirectly
affect the price of raw materials used by the Group, so
as to bring certain impacts to the profitability of the
Group.

B B 3

Capital expenses

2010 4F 2 W 516 4 S A B S B L B e ) o 55 $ETH
BUA B WO B o ARE AT H AT A SR D0 R A
R > AR AFESRFHANSEBSFRA
WRAFEAREHWE SRR

In 2010, the Company will focus on the control
over the capital expenses, and strive to improve the
utilizing efficiency of the existing assets. According
to the Company’s current situation in funds and
profitability, it has sufficient funds and continuous in-
flow of operational cash flow to satisfy its needs in
funds for the capital projects.

i3

Investments

R SRR i R o 2 e i
For details please refer to the enclosed Notes to the
Financial Statements.

bR RER

Contingent liabilities

R SRR i R o 2 A i
For details please refer to the enclosed Notes to the
Financial Statements.
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AN JEE F G E B/ Directors

St Se
Mr. JIN Zhi Guo

EW e
Mr. WANG Fan

7D &
Mr. SUN Ming Bo

BB > 195648 A > ok B TR B e EMBA %238 > & KB ER AL » AR o
WAL 7 B VO (V5 %) A PR R AR > 7 S T b D S S AR A B o AR 0 ) A A ) B - AR
B HERFR BEAAFERR > FRWHEAGRAFERR - BRANE - BAREKER
WA B~ 7 B BRI A AR KUBR - 2007 4F CCTV B+ KPR A » ZsB+ > +— &
B AR -

Mr. JIN Zhi Guo, born in 1956, is the Senior Economist with EMBA at China Europe
International Business School and Ph.D at Qingdao University. He ever served as General
Manager of Tsingtao Brewery (Xi’an) Company Limited, General Manager of Tsingtao Brewery
North Office, Assistant to General Manager, President and Vice Chairman of the Company.
Mr. JIN is currently Chairman of the Company, Chairman and CEO of Tsingtao Brewery
Group Company Limited. He has rich experience in strategic management, sales and marketing
management and capital operations and was awarded CCTV Top Ten Economic Figures in 2007.
Mr. JIN is the national representative of the 10th and 11th National People’s Congress.

EWSEE > 1953 F A > WRBRETREHL - YEFEWEMEREERBITE > 55
WP R BRI B > FETABHAEGRERRE > BUEAXRIRESER > 7 5048 E A R
AR RESER o BA W WP TSR B A LORAE B - BT EEE -

Mr. WANG Fan, born in 1953, obtained Master’s Degree of Engineering at Xi’an Jiaotong
University. He ever served as Superintendent of Qingdao Product Quality Supervision & Test
Institute, Deputy Director of Qingdao Economic Commission, Director of Qingdao Labor and
Social Security Bureau. Mr. WANG is currently Vice Chairman, Secretary to China Communist
Party of the Company, and Vice Chairman of Tsingtao Brewery Group Company Limited. He has
substantial experience in economic work and enterprise management. Mr. WANG is the member
of the 9th and 10th Shandong Committee of Chinese People’s Political Consultative Conference.

WY > 19564 Hi A > B PH KB EMBA RE L » [al ¥ RS2 R B2 B AR 1 - - A2 R A
RBFTEE o 8 AE 7 5 W — R R~ AR TR A o A 2 ) A A B B e A AR AR A - N B A
B BUEARAFPATHES - 8 > FEVINEEARA v o FA WA BE - A B Bl
R R A ARSI T S T BT IR RN > BB B R R K o

Mr. SUN Ming Bo, born in 1956, is the Applied Researcher of engineering series with EMBA at
Nankai University and Doctorial Degree of Management and Engineering at Tongji University.
Mr. SUN ever served as Deputy Factory Manager and Chief Engineer of Tsingtao Brewery
No. 1, Assistant to General Manager & Vice Chief Engineer, Executive Vice President of the
Company. Mr. SUN is currently Executive Director and President of the Company, and Director of
Tsingtao Brewery Group Company Limited with substantial experience in strategic management,
production and technical management, and M&A. He is the Top Talent in Professional
Technologies in Qingdao and the expert with special allowance from the State Council.
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B et
Mr. LIU Ying Di

B
Mr. SUN Yu Guo

i #E S
Mr. FU Yang

BIG s ek > 19564 2 > WA AR A o W AE 5 5 VL R MR ~ AR W AR AL B > BUEAR A
FAPTES > HEEEEARARES - B o BA SRR RS B - 7 8L BRI T
PRIE H 45 BLACHR > 2003 4F 7 B i R BT R A A > 2000 42 B Z A5 BAL G p 0855 C1O » 2
FEME T EAKRRE - WREE T EEGZEE -

Mr. LIU Ying Di, born in 1956, is the Senior Engineer. He ever served as Deputy Factory
Manager of Tsingtao Brewery, and Deputy General Manager of the Company. Mr. LIU is currently
Executive Director of the Company, Executive Director and Vice President of Tsingtao Brewery
Group Company Limited with substantial experience in management of production technology,
information and construction projects. He was awarded Top Talent of Professional Technologies
in Qingdao in 2003, and “Best CIO” by the National Information Evaluation Center in 2006. Mr.
LIU is the representative of the 14th People’s Congress in Qingdao and the member of the 10th
Shandong Committee of Chinese People’s Political Consultative Conference.
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Mr. SUN Yu Guo, born in 1954, is the non-practical member of The Chinese Institute of Certified
Public Accountant and The Chinese Institute of Certified Public Valuator. He ever served as
Deputy Department Head in Finance Bureau of Qingdao, and Department Head in State-owned
Assets Administration of Qingdao. Mr. SUN is currently Executive Director and Vice President of
the Company with rich experience in financial management and capital operations. Mr. SUN was
awarded China Annual Figure as CFO in 2004, and National Pioneer in Accounting in 2008.
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Mr. FU Yang, born in 1949, ever served as Deputy Director of the Economic Law Office in the
Commission of Legislative Affairs of National People’s Congress, Vice Chairman of the 3rd, 4th
and S5th All China Lawyers Association. He is currently Independent Non-executive Director of
the Company, Independent Non-executive Director of Air China Limited, Partner and Director of
Kang Da Law Firm in Beijing, Arbitrator of China International Economic and Trade Arbitration
Commission. Mr. FU participated in preparation of over 40 laws such as Economic Contract Law,
Law on Economic Contracts Involving Foreign Interest, Mineral Resources Law, Law on the
Administration of Drugs, Company Law, and Environmental Protection Law.
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Ms. LI Yan, born in 1957, is currently Independent Non-executive Director of the Company,
Independent Director of Hwa Create Co., Ltd. in Beijing, Vice President and Professor in the
Finance School at Central University of Finance and Economics, member of China Finance
and Taxation Law Society and member of National Institute of Teaching Study of Finance. She
has obtained sufficient financial and tax theories and substantial practical experience through
publishing a couples of books and national textbooks as chief editor, hosting dozens of significant
subjects including the project of the National Social Science Fund, participating in the researches
on the State and provincial subjects, and participating in the preparation and revision of laws
including Law of Administration of Taxes Collection and Budget Law as consulting expert of
Finance and Economy Committee of National People’s Congress. She also serves as financial
consultant in the companies for a considerable period.
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Mr. POON Chiu Kwok, born in 1962, obtained a postgraduate certificate in laws at London
University in U.K. He also has Bachelor’s Degree of Laws, Business Studies and Master’s Degree
of International Accounting. Mr. POON was ever Independent Non-executive Director of CATIC
Shenzhen Holdings Ltd. (ceased from the position in June 2009), and is currently Independent
Non-executive Director of the Company, Executive Director of Huabao International Holdings
Limited (listed on the Stock Exchange), member and Associate Instructor of Hong Kong Securities
Institute (“HKSI”), member of Professional Education Commission of HKSI, member of Institute
of Chartered Secretaries and Administrators, and member of Hong Kong Institute of Chartered
Secretaries. He ever worked in the fields of regulation, commerce and investment banking, which
equipped him with extensive experience in finance and securities regulations.
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Ms. WANG Shu Wen, born in 1963, obtained Doctorial Degree of Enterprise Management
at Renmin University of China. She is currently Independent Non-executive Director of the
Company, Professor and Vice President of Law and Politics School, and Vice Dean of MPA
Program Center of Ocean University of China. Ms. WANG has sponsored or participated in more
than 10 national and provincial research subjects, in which her articles such as 4 Study on Modern
Corporation Governance Structure, and A Study on Financing System of Management Buy-out
in China were published in the national or core journals. She also has works including Chinese
Economy towards the 21st Century and Enterprise Growth and Contradictory Management.
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Mr. Fumio YAMAZAKI, born in 1950, graduated from business administration at Kwansei
Gakuin University. He ever served as General Manager of Sales Planning Section at Osaka Branch
Office, General Manager of Hiroshima Branch Office, Executive Director and General Sales
Manager of Liquor Sales & Marketing Headquarters of Asahi Breweries, and is currently Non-
executive Director of the Company, Managing Executive Officer and General Representative
in China of Asahi Breweries, Ltd., Director of Shenzhen Tsingtao-Asahi Company Limited,
and Chairman of Yantai Brewry Tsingtao-Asahi Co. Ltd. Mr. YAMAZAKI has accumulated
considerable experiences in market cultivation after being in charge of liquor sales for years.
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Mr. TANG Jun, born in 1962, is the distinguished professor of several universities including
Peking University and The University of Texas in U.S. with doctorial degree. He ever served
as General Manager of Microsoft Global Technical Engineering Center, President of Microsoft
China Co., Ltd. and President of Shanda Interactive Entertainment Co. Ltd. He is currently Non-
executive Director of the Company, and President & CEO of New Huadu Group Co. Ltd. He has
considerable experience in starting overseas business, capital operations and market exploration.
Mr. Tang was awarded China Yearly CEO, China Top Ten Professional Executives, China Top Ten
Marketing Talents, and etc.
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Mr. DU Chang Gong, born in 1953, was ever Deputy Commissioner, Accountant-in-Chief in
Qingdao Finance Bureau. He is currently Chairman of the Board of Supervisors of the Company,
Chairman of the Board of Supervisors in Enterprises Directly under Qingdao Government,
Chairman of the Board of Supervisors of Tsingtao Brewery Group Company Limited, Qingdao
Double Star Group Co., Ltd. and Qingdao Textile Co., Ltd. with rich experience in financial and
enterprise management.
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Mr. TENG An Gong, born in 1950, ever served as Deputy Head of Researching Office of Political
Body Reform, and Researcher of Policy Researching Office in Qingdao Municipal Commission,
Vice Secretary to the Party and Chairman of Staff Union of the Company, and Director of
Tsingtao Brewery Group Company Limited. He is currently Supervisor as Staff Representative of
the Company, and Supervisor of Tsingtao Brewery Group Company Limited with rich experience
in policy research and corporate management.
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Mr. CAO Xiang Dong, born in 1951, ever served as Factory Manager of Tsingtao Brewery No.
2 and Tsingtao Brewery Factory, General Manager and Chairman of Shanghai Tsingtao Brewery
East China Sales Company Limited, Assistant to General Manager and Vice President of the
Company. He is currently Supervisor as Staff Representative of the Company, and Supervisor of
Tsingtao Brewery Group Company Limited with substantial experience in market and corporate
management.
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Mr. ZHONG Ming Shan
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Mr. Akiyoshi KOJI
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Mr. XUE Chao Shan, born in 1958, graduated from EMBA course at Xiamen University. He ever
served as Deputy Manager of Tsingtao Brewery Sales Company, General Manager of Tsingtao
Brewery (Sanshui) Company Limited, Tsingtao Brewery (Fuzhou) Company Limited, Tsingtao
Brewery (Zhangzhou) Company Limited, General Manager and Chairman of Tsingtao Brewery
South-East Sales Company Limited, and Factory Manager of Tsingtao Brewery No. 2. Mr. XUE
is currently Supervisor as Staff Representative of the Company and Factory Manager of Tsingtao
Brewery Factory with rich experience in marketing and corporate management.
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Mr. LIU Qing Yuan, born in 1948, graduated from Qingdao Sci-technology University. He ever
served as lawyer of Qingdao Shinan District Law Firm, and Law Consultant of the Government of
Shinan District of Qingdao. Mr. LIU is currently Supervisor as Shareholders Representative of the
Company, Director of Shandong Tianheren Law Firm, Standing Director and Vice Chairman of
Qingdao Lawyers Society with substantial experience in legal affairs for a long period.
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Mr. ZHONG Ming Shan, born in 1952, was ever Deputy Head of Qingdao CPA Services, and
Head of Shandong Desheng CPA Ltd. He is currently Supervisor as Shareholders Representative
of the Company, audit partner of Shinewing Certified Public Accountants and Chief Accountant
of its Qingdao Branch with a long history in auditing work.
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Mr. Akiyoshi KOJI, born in 1951, graduated form Law Department at Aoyama Gakuin
University. He ever served as General Manager of Sales Section for Wholesalers at Tokyo Branch
Office, Deputy Manager and Section Head of Human Resources Dept., General Manager of Human
Resource Strategy Dept. of Asahi Breweries, Managing Director and Senior Managing Director of
Asahi Soft Drinks Co., Ltd. Mr. KOJI is currently Supervisor as Shareholders Representative of
the Company, Managing Director and Managing Executive Officer of Asahi Breweries, Ltd. He is
in charge of corporate strategy, human resource strategy, business promotion and finance work of
Asahi Breweries, which helps accumulate considerable experiences in sales of its alcohol and soft
drink businesses.
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Ms. YAN Xu, born in 1964, obtained EMBA at Peking University. She ever served as Director
& Deputy General Manager of Zhujiang River Brewery Group Company, and General Manager
of Tsingtao Brewery South China Sales Company Limited. Ms. YAN is currently Vice President
of the Company and President of Marketing Center with rich experience in marketing. She was
awarded 2006 China Top Ten Economic Female, 2008 China Female News Personality for the
30-Year of Opening Up, and 2009 Example of China Professional Females.
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Mr. FAN Wei, born in 1959, is Applied Researcher of engineering series with a Master’s Degree
at Southern Yangtze University. He ever served as Deputy Factory Manager, Chief Engineer of
Tsingtao Brewery No. 2 and Chief Brewer of the Company. Mr. FAN is currently Vice President of
the Company & President of Manufacturing Center with rich experience in production, scientific
research and technical management. He is the Top Talent in Professional Technologies in Qingdao
and expert with special allowance from the State Council.
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Ms. JIANG Hong, born in 1956, is Senior Economist with EMBA at Nankai University. She
ever served as Factory Manager of Tsingtao Brewery No. 2, Head of Production Dept., Head of
Corporate Management Dept., and Assistant to President & Head of Human Resources Dept. of
the Company. Ms. JIANG is currently Vice President of the Company with rich experience in
production and HR management. She was awarded 2006 China Outstanding HR Manager and
2009 Qingdao Outstanding Economic Female.
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Mr. ZHANG An Wen, born in 1957, obtained EMBA at Business Management College of Xi’an
Jiaotong University. He ever served as Deputy Manager, General Manager of Tsingtao Brewery
(Xi’an) Company Limited. Mr. ZHANG is currently Vice President of the Company with rich
experience in production and management.
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Mr. DONG Jian Jun, born in 1960, is the Applied Researcher of the engineering series with
Doctorial Degree of Ferment Engineering at Tianjin University of Science & Technology. He ever
served as Chief Engineer of Tsingtao Brewery No. 2, and Head of Quality Management Dept.
of the Company. Mr. DONG is currently Chief Brewer of the Company with rich experience in
technical innovation and quality management. He is Top Talent in Professional Technologies in
Qingdao and expert with special allowance from the State Council.

TRV 5 1962 4F Az > Hi kI Bt T B e T A B L F SR A o AT B W OB
TR > AR F] SR B B B R AR R BUEA AR RE OB - A EE
Vi A 8 A L R 5 A LA -

Mr. YU Jia Ping, born in 1962, EMBA at China Europe International Business School. He ever
served as Factory Manager of Tsingtao Brewery No. 2, Factory Manager of Tsingtao Brewery
Factory, and Assistant to President & Head of Qingdao Office of the Company. Mr. YU is
currently Vice President of Production Center of the Company with rich experience in production
and operations management, and business management.
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Mr. YANG Hua Jiang, born in 1962, is Senior Economist with Doctorial Degree of Management
Science at Xi’an Jiaotong University. He ever served as Head of Corporate Management Dept.,
Head of Marketing Dept., and Assistant to President & Head of Marketing Management Dept. of
the Company. Mr. YANG is currently Vice President of Marketing Center with rich experience in
marketing and business management.
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I. Connected Transactions Occurred
during the Reporting Period

Certain related party transactions as disclosed in Note 37 to the
Financial Statements also constituted connected transactions
under the Listing Rules. Such transactions are set out in this
section and the section headed “External Investments of
the Company during the Reporting Period” which relevant
announcements, if necessary, had been made by the Company in
accordance with the requirements of the Listing Rules.

1. The Company had on 22 April 2009 entered into the
Product Distribution Agreement with Yantai Beer Tsingtao
Asahi Company Limited (“Yantai Beer”), whereby the
Company obtained the rights for the distribution of all
products of Yantai Beer. As Yanti Beer (to which the
Company is interested in 39% of its equity interest), is
an indirect subsidiary of Asahi Breweries, Ltd. (“Asahi
Breweries”), and Asahi Breweries is a substantial
shareholder of another subsidiary of the Company. Yantai
Beer is therefore an associate of a connected person of
the Company and the transactions contemplated under
the Product Distribution Agreement thus constituted
continuing connected transactions under the Listing
Rules subject to the votes for approval by independent
shareholders. It is expected that the aggregate annual
purchase price payable by the Company to Yantai Beer
under the Product Distribution Agreement for the period
from 22 April 2009 to 31 December 2009, the period
from 1 January 2010 to 31 December 2010 and the period
from 1 January 2011 to 31 December 2011 for each of the
financial years ending 31 December 2009, 2010 and 2011
shall not exceed the cap amount of RMB439,530,000,
RMB492,480,000 and RMB529,730,000 respectively.
The said resolution for the continuing connected
transaction had been considered and approved at the
annual general meeting of the Company held on 16 June
2009, at which Asahi Breweries abandoned its voting
right for the resolution as it held material interests in
the Product Distribution Agreement. For other details of
this continuing connected transaction, please refer to the
circular sent by mail to the holders of H-share on 30 April
2009, the H-share announcement published on the website
of Shanghai Stock Exchange and the announcement for the
resolutions passed at the annual general meeting published
on 17 June 2009 on the websites of the stock exchanges on
which the shares of the Company are listed.
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Upon the approval by the Board, Shenzhen Tsingtao-Asahi
Company Limited (“Shenzhen Asahi”), a controlling
subsidiary of the Company, had on 8 May 2009 entered
into two Product Sales Agreements respectively with
Asahi Breweries and a wholly-owned subsidiary of Asahi
Breweries, Asahi Beer (Shanghai) Product Services Co.,
Ltd. (“Asahi Beer (Shanghai)”), whereby Asahi Breweries
and Asahi Beer (Shanghai) agreed to purchase the beer
products under the brand of “Asahi” from Shenzhen Asahi.
It is expected that the aggregate purchase price payable
by Asahi Breweries from 8 May 2009 to 31 December
2009 shall not exceed the cap amount of RMB84,650,000;
and the aggregate purchase price payable by Asahi
Beer (Shanghai) to Shenzhen Asahi from 8 May 2009
to 31 December 2009 shall not exceed the cap amount
of RMBI10,470,000. As Asahi Breweries is a substantial
shareholder (holding 29% equity interests) of Shenzhen
Asahi and a substantial shareholder of the Company
(holding approximately 19.99% equity interests), pursuant
to the Listing Rules, Asahi Breweries and Asahi Beer
(Shanghai) are connected persons of the Company, and the
transactions under the two Product Sales Agreement thus
constituted continuing connected transactions and were
subject to the reporting and announcements requirements,
but were exempt from the approval by the independent
shareholders requirement. For other details of these
continuing connected transactions, please refer to the
announcement of the Company published on 8 May 2009
on the websites of the stock exchanges on which the shares
of the Company are listed.

During the reporting period, the aforesaid continuing
connected transactions were carried out pursuant to
the above agreements. The independent non-executive
directors of the Company had reviewed the aforesaid
continuing connected transactions and confirmed such
transactions were:

(1) entered into in the ordinary and usual course of
business of the Group;

(2) on normal commercial terms, or entered into in
terms not better than those the Company provided to
the independent third party or not worse than those
offered by the independent third party;

(3) on the terms of the agreement of the subject
transactions, which the terms of the transactions
were fair and reasonable and in the interests of the
Company and its shareholders as a whole.

The board of Directors engaged the auditors of the
Company to perform certain agreed upon procedures in
respect of the aforesaid continuing connected transactions
of the Group. The auditors have reported their findings to
the board of Directors and confirmed the matters stated
under Rule 14A.38 of the Listing Rules.

Shareholders’ attention is also drawn to the announcement
of the Company of 18 May 2009, regarding certain
continuing connected transactions between Shenzhen
Asahi and various members of the Group. Asahi Breweries
is a substantial shareholder of Shenzhen Asahi and has
become a substantial shareholder of the Company after the
completion of the acquisition of approximately 19.99% of
the entire issued share capital of the Company on 6 May
2009. Pursuant to Rule 14A.11(5) of the Listing Rules,
Shenzhen Asahi has become a connected person of the
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Company and the transactions between Shenzhen Asahi
and certain members of the Group have become continuing
connected transactions of the Company. For other details
of these continuing connected transactions, please refer to
the announcement of the Company published on 18 May
2009 on the websites of the stock exchanges on which the
shares of the Company are listed.

Such transactions are in the ordinary and usual course of
business of the Company, and are necessary and for the
continuity of the business operations of the Company. Such
connected transactions would not affect the independence
of the Company.

On 9 March 2009, Shenzhen Tsingtao Brewery South
China Investment Company Limited (“South China
Investment”), a wholly-owned subsidiary of the Company,
entered into the transfer agreement (the “Transfer
Agreement”) with Zhuhai Doumen County Emperor
Younger Sister Enterprise Group Limited (the “Vendor”),
whereby South China Investment acquired the sale
capital of Tsingtao Brewery (Zhuhai) Company Limited
(“Tsingtao Zhuhai”) from the Vendor and terminated the
trademark fee payable by Tsingtao Zhuhai to the Vendor,
at a total consideration of RMB25.6 million.

As the Vendor is a substantial sharcholder of Tsingtao
Zhuhai, a non-wholly owned subsidiary of the Company,
the Vendor is a connected person of the Company and
the entering into of the Transfer Agreement constituted a
connected transaction of the Company under the Listing
Rules. For other details of the connected transaction,
please refer to the announcement of the Company
published on 9 March 2009 on the websites of the stock
exchanges on which the shares of the Company are listed.

On 27 July 2009, the Company and Tsingtao Brewery
Group Company Limited (“Tsingtao Group”) entered into
an equity custodian agreement (“Custodian Agreement”)
whereby the Company would at a consideration of
RMB9,000,000 being paid to Tsingtao Group be entitled
to all custodian rights in relation to the equity of the
Tsingtao Brewery (Jinan) Bao Tu Quan Sales Company
Limited (“Target Company”) and the rights in relation
to the equity of the Target Company and the accounts
of the Target Company would be consolidated into the
financial statement of the Group. The Target Company
was established in 2008, whose entire equity interests
were acquired in June 2009 by Tsingtao Group from
an independent third party. As Tsingtao Group is a
substantial shareholder of the Company, Tsingtao Group
is a connected person of the Company and the entering
into the Custodian Agreement constituted a connected
transaction of the Company under the Listing Rules. For
other details of the connected transaction, please refer to
announcement of the Company published on 29 July 2009
on the websites of the stock exchanges on which the shares
of the Company are listed.

External Investments of the Company
during the Reporting Period

In June 2009, Shenzhen Tsingtao Brewery South China
Investment Company Limited, a subsidiary of the
Company, entered into an equity transfer agreement with
Railway Transportation Construction Company of China
Railway No. 16 Bureau Group (“Railway Transportation
Company”), whereby South China Investment agreed
to acquire 11.2% minority equity interests of Tsingtao
Brewery (Chenzhou) Company Limited (“Chenzhou
Company”) held by Railway Transportation Company for
a consideration of RMB9,320,668, and the process for
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change of registration at the industrial and commercial
administration for the transfer of the aforesaid equity
interests had been completed in August 2009. As Railway
Transportation Company is a substantial shareholder of
Chenzhou Company holding 11.2% equity interests in
the Chenzhou Company and is a connected person of
the Company, thus the aforesaid transaction constituted
a connected transaction under the Listing Rules, but all
applicable percentage ratios in relation to the transaction
did not exceed the de minimis thresholds under Rule
14A.33 of the Listing Rules.

Tsingtao Brewery No. 5 Company Limited (“No. 5
Company”), a subsidiary of the Company, had on 29
September 2009 entered into an equity transfer agreement
with Asahi Beer (China) Investment Co., Ltd. (“Asahi
Investment”), whereby No. 5 Company agreed to
acquire 60% equity interests held by Asahi Investment
in Qingdao Tsingtao-Asahi Beverage Company Limited
(“Asahi Beverage”) for a consideration of RMBI1.00. The
procedures for change of registration at the industrial and
commercial administration for the transfer of the aforesaid
equity interests had been completed in January 2010,
and Asahi Beverage was renamed as “Tsingtao Brewery
Beverage Company Limited” and became a wholly-owned
subsidiary of No. 5 Company. As Asahi Breweries, Ltd. is
a substantial shareholder of the Company holding 19.74%
of the entire issued share capital of the Company, Asahi
Investment, its subsidiary, is the connected person of the
Company and the transaction regarding the transfer of
the equity interests to No. 5 Company thus constituted a
connected transaction of the Company under the Listing
Rules, but all applicable percentage ratios in relation to
the transaction did not exceed the de minimus thresholds
under Rule 14A.33 of the Listing Rules.

Guarantees and Trusted Loans
Provided by the Company during the
Reporting Period

As at the end of the reporting period, upon the approval by the
Board, the total amount guaranteed by the Company for the
accepted bills of exchange of its controlling subsidiaries was
RMB455 million. For details, please refer to the announcement
published on 1 February 2010 by the Company.
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RNk o B BAR B MR R A FR 20104E3 H 2 non-executive Directors) was of the view that the transaction
H T b7 32 5 B ol 2 8 o would be beneficial to the Company’s long-term development

of the business in the beer market in Jinan, Shandong Province,
PRC, and was in line with the operational strategies of the
Company to build its core base market in Jinan. The transaction
was fair and reasonable, on normal commercial terms and was
in the interests of the Company and the Shareholders as a whole.
The custodian agreement was terminated upon the completion
of the subject equity transfer. For details of the transaction,
please refer to the announcement published on 2 March 2010
on the websites of the stock exchanges where the shares of the
Company are listed.
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Independent Auditor’s Report

PRICEAVATERHOUSE(COPERS

EERKE @ STEM =TSR PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888
www.pwchk.com

TO THE SHAREHOLDERS OF TSINGTAO BREWERY COMPANY LIMITED
(Incorporated in the People’s Republic of China with limited liability)

We have audited the consolidated financial statements of Tsingtao Brewery Company Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 71 to 144, which comprise the consolidated and company balance sheets
as at 31 December 2009, and the consolidated income statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report our
opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company and of the
Group as at 31 December 2009 and of the Group’s profit and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 8 April 2010
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Balance Sheets

Group Company
As at 31 December As at 31 December
2009 2008 2009 2008
Note RMB’000 RMB’000 RMB’000 RMB’000
ASSETS
Non-current assets
Leasehold land and land use rights 6 818,477 842,077 62,183 64,031
Property, plant and equipment 7 5,605,900 5,617,314 899,317 917,609
Investment property — — 19,681 20,253
Prepayment for land use rights — 17,442 — 17,442
Intangible assets 8 423,841 249,468 188,510 102,230
Investments in subsidiaries 9(a) — — 3,765,442 3,782,143
Loans to subsidiaries 9(b) — — 928,713 1,218,383
Interests in jointly controlled entity and
associates 10 147,449 28,697 126,625 7,200
Deferred income tax assets 22 240,843 94,930 95,397 11,796
Available-for-sale financial assets 13 5,369 10,085 4,685 7,055
Other long-term assets 11,814 10,987 4,965 2,733
7,253,693 6,871,000 6,095,518 6,150,875
Current assets
Inventories 15 1,877,379 2,756,337 405,246 643,698
Amounts due from subsidiaries — — 315,030 262,890
Trade and other receivables 14 375,821 454,345 122,289 116,641
Derivative financial instruments — 1,763 — 1,763
Income tax recoverable 17 9,979 55,276 — 45,979
Pledged bank deposits 43,006 12,466 28,845 —
Cash and cash equivalents 16 5,307,575 2,381,044 3,646,814 1,408,380
7,613,760 5,661,231 4,518,224 2,479,351
Total assets 14,867,453 12,532,231 10,613,742 8,630,226
EQUITY
Equity attributable to owners of the
parent
Share capital 18 1,350,983 1,308,219 1,350,983 1,308,219
Other reserves 20 5,081,834 3,835,057 5,149,458 3,929,089
Retained earnings 19
— Proposed final dividend 216,157 327,055 216,157 327,055
— Others 1,571,606 611,907 838,036 361,093
8,220,580 6,082,238 7,554,634 5,925,456
Minority interest 342,574 335,377 — —

Total equity 8,563,154 6,417,615 7,554,634 5,925,456
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Balance Sheets

Group Company
As at 31 December As at 31 December
2009 2008 2009 2008
Note RMB’000 RMB’000 RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Borrowings 21 1,230,139 1,157,508 1,198,896 1,137,179
Deferred income tax liabilities 22 34,281 13,117 — —
Deferred government grants 23 184,169 194,198 — 10,710
Other financial liabilities 11,168 36,515 — —
1,459,757 1,401,338 1,198,896 1,147,889
Current liabilities
Trade and other payables 24 4,449,805 4,086,931 1,629,941 1,284,362
Current income tax liabilities 212,925 98,949 60,271 —
Loan due to a former shareholder 37(e) — 107,890 — —
Borrowings 21 181,812 419,508 170,000 272,519
4,844,542 4,713,278 1,860,212 1,556,881
Total liabilities 6,304,299 6,114,616 3,059,108 2,704,770
Total equity and liabilities 14,867,453 12,532,231 10,613,742 8,630,226
Net current assets 2,769,218 947,953 2,658,012 922,470
Total assets less current liabilities 10,022,911 7,818,953 8,753,530 7,073,345

The notes on pages 77 to 144 are an integral part of these financial statements.

The financial statements on pages 71 to 144 were approved by the Board of Directors on 8 April 2010 and were signed on its
behalf.

JIN Zhiguo SUN Yuguo
Director Director
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Consolidated Income Statement

Year ended 31 December

2009 2008
Note RMB’000 RMB’000
Sales 5 17,760,536 15,781,382
Cost of goods sold 27 (11,655,094) (10,770,245)
Gross profit 6,105,442 5,011,137
Distribution costs 27 (3,475,050) (2,974,159)
Administrative expenses 27 (1,003,123) (907,087)
Other gains — net 25 246,762 166,769
Other operating losses — net 26 (37,689) (117,883)
Operating profit 1,836,342 1,178,777
Finance costs 29 (98,959) (70,711)
Share of profit of jointly controlled entity and associates — net 1,950 23
Profit before income tax 1,739,333 1,108,089
Income tax expense 30(a) (440,221) (374,317)
Profit for the year 1,299,112 733,772
Profit attributable to:
— Equity holders of the Company 1,253,291 699,554
— Minority interest 45,821 34,218
1,299,112 733,772
Earnings per share attributable to equity holders
of the Company during the year (expressed in RMB per share)
— Basic earnings per share 32 0.953 0.535
— Diluted earnings per share 32 0.953 0.535
Dividends 33 216,157 327,055

The notes on pages 77 to 144 are an integral part of these financial statements.
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Consolidated Statement of Comprehensive Income

Year ended 31 December

2009 2008
Note RMB’000 RMB’000

Profit for the year 1,299,112 733,772
Other comprehensive income:
Available-for-sale financial assets, net of tax 20(a) (2,409) (7,603)
Currency translation differences 20(a) 240 156
Other comprehensive income for the year, net of tax (2,169) (7,447)
Total comprehensive income for the year 1,296,943 726,325
Attributable to:

— Equity holders of the Company 1,251,122 692,365

— Minority interest 45,821 33,960
Total comprehensive income for the year 1,296,943 726,325

The notes on pages 77 to 144 are an integral part of these financial statements.
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Consolidated Statement of Changes in Equity

Minority Total
Attributable to equity holders of the Company interest equity
Share Other  Retained
capital reserves  earnings Total

Note RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000

Balance at 1 January 2008 1,308,219 3,632,861 568,105 5,509,185 479,150 5,988,335
Comprehensive income
Profit for the year — — 699,554 699,554 34,218 733,772

Other comprehensive income

Available-for-sale financial assets, net of tax 20(a) — (7,345) — (7,345) (258) (7,603)
Currency translation differences 20(a) — 156 — 156 — 156
Total other comprehensive income — (7,189) — (7,189) (258) (7,447)
Total comprehensive income — (7,189) 699,554 692,365 33,960 726,325

Transactions with owners

Acquisition of minority interests in subsidiaries 20(a) — (115,442) — (115,442) (151,312)  (266,754)
Convertible bonds — equity component, net of

transaction costs and tax 20(a) — 283,064 — 283,064 — 283,064
Profit appropriation to surplus reserve 19 — 40,889 (40,889) — — —
Contribution from minority shareholders — — — — 5,085 5,085
Dividends relating to 2007 33 — — (287,808)  (287,808) (33,077)  (320,885)
Others — 874 — 874 1,571 2,445
Total transactions with owners — 209,385 (328,697)  (119,312) (177,733)  (297,045)
Balance at 31 December 2008 1,308,219 3,835,057 938,962 6,082,238 335,377 6,417,615
Balance at 1 January 2009 1,308,219 3,835,057 938,962 6,082,238 335,377 6,417,615
Comprehensive income
Profit for the year — — 1,253,291 1,253,291 45,821 1,299,112
Other comprehensive income
Available-for-sale financial assets, net of tax 20(a) — (2,409) — (2,409) — (2,409)
Currency translation differences 20(a) — 240 — 240 — 240
Total other comprehensive income — (2,169) — (2,169) — (2,169)
Total comprehensive income — (2,169) 1,253,291 1,251,122 45,821 1,296,943
Transactions with owners
Acquisition of minority interests in subsidiaries 20(a) — 27,174 — 27,174 (92,664) (65,490)
Acquisition of a subsidiary 9(a)v — — — — 82,617 82,617
Profit appropriation to surplus reserve 19 — 77,435 (77,435) — — —
Proceeds from shares issued 18 42,764 1,144,337 — 1,187,101 — 1,187,101
Dividends relating to 2008 33 — — (327,055)  (327,055) (28,577)  (355,632)
Total transactions with owners 42,764 1,248,946 (404,490) 887,220 (38,624) 848,596
Balance at 31 December 2009 1,350,983 5,081,834 1,787,763 8,220,580 342,574 8,563,154

The notes on pages 77 to 144 are an integral part of these financial statements.
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TSINGTAO BREWERY CO., LTD.

Consolidated Statement of Cash Flows

Year ended 31 December

The notes on pages 77 to 144 are an integral part of these financial statements.

2009 2008
Note RMB’000 RMB’000
Cash flows from operating activities
Cash generated from operations 34 3,748,558 2,059,303
Interest received 25 41,087 30,051
Income tax paid (428,644) (609,870)
Net cash generated from operating activities 3,361,001 1,479,484
Cash flows from investing activities
Purchase of property, plant and equipment (‘PP&E’) and intangible assets (720,350) (893,052)
Purchase of equity shares in an associate 10(b) (120,025) —
Purchase of minority interests (86,167) (178,060)
Net cash (increase)/decrease in short-term bank and other deposits (27,453) 22,708
Cash received from government grants 23,000 204,613
Cash received from disposal of available-for-sale financial assets 8,526 —
Proceeds from disposal of PP&E and intangible assets 34 7,602 6,745
Dividend received 2,602 3,443
Acquisition of a subsidiary, net of cash acquired 9(a)v 944 5,397
Cash received/(paid) from disposal of derivative financial instruments 756 (25,781)
Proceeds from disposal of investment in an associate 10(b) 682 —
Net cash used in investing activities (909,883) (853,987)
Cash flows from financing activities
Repayments of borrowings (1,021,529) (1,356,104)
Dividends paid to the Company’s sharcholders (326,956) (305,808)
Dividends paid to minority interests (33,570) (25,745)
Interest paid for bank borrowings and convertible bonds (37,538) (53,649)
Net cash (paid)/received for pledged deposit of bills (4,637) 1,712
Cash paid for finance lease (2,565) (2,458)
Proceeds from shares issued 18 1,187,101 —
Proceeds from issuance of convertible bonds — 1,464,543
Proceeds from borrowings 711,249 714,414
Contributions from minority shareholders — 5,085
Net cash from financing activities 471,555 441,990
Net increase in cash and cash equivalents 2,922,673 1,067,487
Cash and cash equivalents at beginning of the year 2,381,044 1,314,643
Exchange gains/(losses) on cash and cash equivalents 3,858 (1,086)
Cash and cash equivalents at end of the year 16 5,307,575 2,381,044
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Notes to the Consolidated Financial Statements

1  General information

Tsingtao Brewery Company Limited (the “Company”) and its subsidiaries (together, the “Group”) are principally engaged in the
production and distribution of beer products.

The Company was established in the People’s Republic of China (the “PRC”) on 16 June 1993. The Company obtained business
license as a Sino-foreign joint stock company on 27 December 1995. Its H shares have been listed on the Main Board of the Stock
Exchange of Hong Kong Limited since 15 July 1993 and its A shares have been listed on the Shanghai Stock Exchange since 27
August 1993.

The Company’s registered address is No 56, Dengzhou Road, Qingdao, PRC.
These financial statements are presented in RMB, unless otherwise stated.

The English names of some of the companies referred to in the financial statements represent unofficial translations of their
registered Chinese names by management and these English names have not been legally adopted by these entities.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with Hong Kong Financial Reporting
Standards (HKFRS). The consolidated financial statements have been prepared under the historical cost convention, as
modified by available-for-sale financial assets, financial assets and financial liabilities (including derivative instruments)
at fair value through profit or loss.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgment in the process of applying the Group’s accounting policies.
The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to
the consolidated financial statements are disclosed in Note 4.

Changes in accounting policy and disclosures
(a)  New and amended standards adopted by the Group
The Group has adopted the following new and amended HKFRSs as of 1 January 2009:

. HKFRS 7 “Financial Instruments — Disclosures” (amendment) (effective 1 January 2009). The amendment
requires enhanced disclosures about fair value measurement and liquidity risk. In particular, the amendment
requires disclosure of fair value measurements by level of a fair value measurement hierarchy. As the change in
accounting policy only results in additional disclosures, there is no impact on earnings per share.

. HKAS 1 (revised), “Presentation of financial statements” (effective 1 January 2009). The revised standard
prohibits the presentation of items of income and expenses (that is, “non-owner changes in equity”) in the
statement of changes in equity, requiring “non-owner changes in equity” to be presented separately from owner
changes in equity in a statement of comprehensive income. As a result, the Group presents in the consolidated
statement of changes in equity all owner changes in equity, whereas all non-owner changes in equity are
presented in the consolidated statement of comprehensive income. Comparative information has been re-
presented so that it also is in conformity with the revised standard. Since the change in accounting policy only
impacts presentation aspects, there is no impact on earnings per share.
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2 Summary of significant accounting policies (continued)

2.1

Basis of preparation (continued)

(@)

New and amended standards adopted by the Group (continued)

HKAS 23 (Revised), “Borrowing costs” (effective 1 January 2009). The amendment requires an entity to
capitalise borrowing costs directly attributable to the acquisition, construction or production of a qualifying
asset (one that takes a substantial period of time to get ready for use or sale) as part of the cost of that asset.
The option of immediately expensing those borrowing costs has been removed. The change in accounting
policy had no material impact on the Group.

HKFRS 8, “Operating segments” (effective 1 January 2009). HKFRS 8 replaces HKAS 14, “Segment
reporting”, and aligns segment reporting with the requirements of the US standard SFAS 131, “Disclosures
about segments of an enterprise and related information”. The new standard requires a “management approach”,
under which segment information is presented on the same basis as that used for internal reporting purposes.

The Group is mainly engaged in the production and distribution of beer products. The internal reporting
provided to the chief operating decision-maker is provided on a basis of geographical segment which is the
similar to previously reported, accordingly, the change in accounting policy had no material impact on the
Group.

HKAS 36 (Amendment), “Impairment of assets” (effective 1 January 2009). Where fair value less costs to sell
is calculated on the basis of discounted cash flows, disclosures equivalent to those for value-in-use calculation
should be made. Since the change in accounting policy only impacts presentation aspects, there is no impact on
the Group’s financial statements.

HKAS 38 (Amendment), “Intangible assets” (effective 1 January 2009). A prepayment may only be recognised
in the event that payment has been made in advance of obtaining right of access to goods or receipt of services.
The adoption did not result in material impact on the Group’s financial statements.

HKAS 23 (Amendment), “Borrowing costs” (effective 1 January 2009). The definition of borrowing costs has
been amended so that interest expense is calculated using the effective interest method defined in HKAS 39
“Financial instruments: Recognition and measurement”. This eliminates the inconsistency of terms between
HKAS 39 and HKAS 23. The adoption did not result in material impact on the Group’s financial statements.

HKAS 28 (Amendment), “Investments in associates” (and consequential amendments to HKAS 32, “Financial
Instruments: Presentation” and HKFRS 7, “Financial instruments: Disclosures”) (effective 1 January 2009). An
investment in associate is treated as a single asset for the purposes of impairment testing and any impairment
loss is not allocated to specific assets included within the investment, for example, goodwill. Reversals of
impairment are recorded as an adjustment to the investment balance to the extent that the recoverable amount
of the associate increases. The adoption did not result in material impact on the Group’s financial statements.

HKAS 19 (Amendment), “Employee benefits” (effective 1 January 2009).

- The amendment clarifies that a plan amendment that results in a change in the extent to which benefit
promises are affected by future salary increases is a curtailment, while an amendment that changes
benefits attributable to past service gives rise to a negative past service cost if it results in a reduction in
the present value of the defined benefit obligation.

- The definition of return on plan assets has been amended to state that plan administration costs are
deducted in the calculation of return on plan assets only to the extent that such costs have been excluded

from measurement of the defined benefit obligation.

- The distinction between short term and long term employee benefits will be based on whether benefits
are due to be settled within or after 12 months of employee service being rendered.

The adoption did not result in material impact on the Group’s financial statements.
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2 Summary of significant accounting policies (continued)

2.1

Basis of preparation (continued)

(b)

Standards, amendments and interpretations to existing standards that are relevant to the Group but not yet
effective and have not been early adopted by the Group

The following standards and amendments to existing standards have been published and are mandatory for the
Group’s accounting periods beginning on or after 1 January 2010 or later periods, but the Group has not early
adopted them.

. HKAS 27 (revised), ‘Consolidated and separate financial statements’, (effective from 1 July 2009). The revised
standard requires the effects of all transactions with minority interest to be recorded in equity if there is no
change in control and these transactions will no longer result in goodwill or gains and losses. The standard also
specifies the accounting when control is lost. Any remaining interest in the entity is re-measured to fair value,
and a gain or loss is recognised in profit or loss. The Group will apply HKAS 27 (revised) prospectively to
transactions with minority interest from 1 January 2010. The Group has already chosen the similar accounting
policy as HKAS 27 (revised) in prior years (Note 2.2).

. HKFRS 3 (revised), ‘Business combinations’ (effective from 1 July 2009). The revised standard continues
to apply the acquisition method to business combinations, with some significant changes. For example, all
payments to purchase a business are to be recorded at fair value at the acquisition date, with contingent
payments classified as debt subsequently re-measured through the income statement. There is a choice on an
acquisition-by-acquisition basis to measure the non-controlling interest in the acquiree either at fair vale or
at the non-controlling interest’s proportionate share of the acquiree’s net assets. All acquisition-related costs
should be expensed. The Group will apply HKFRS 3 (revised) prospectively to all business combinations from
1 January 2010.

. HKAS 38 (amendment), ‘Intangible Assets’ (effective from 1 July 2009). The amendment is part of the
HKICPA’s annual improvements project published in May 2009 and the Group and Company will apply
HKAS 38 (amendment) from the date HKFRS 3 (revised) is adopted. The amendment clarifies guidance in
measuring the fair value of an intangible asset acquired in a business combination and it permits the grouping
of intangible assets as a single asset if each asset has similar useful economic lives. It is not expected to have a
material impact on the Group’s financial statements.

. HKFRS 5 (amendment), ‘Measurement of non-current assets (or disposal groups) classified as held for sale’.
The amendment is part of the HKICPA’s annual improvements project published in May 2009. The amendment
provides clarification that HKFRS 5 specifies the disclosures required in respect of non-current assets
(or disposal groups) classified as held for sale or discontinued operations. It also clarifies that the general
requirement of HKAS 1 still apply, particularly paragraph 15 (to achieve a fair presentation) and paragraph 125
(sources of estimation uncertainty) of HKAS 1. The Group and Company will apply HKFRS 5 (amendment)
from 1 January 2010. It is not expected to have a material impact on the Group’s financial statements.

. HKAS 1 (amendment), ‘Presentation of financial statements’. The amendment is part of the HKICPA’s
annual improvements project published in May 2009. The amendment provides clarification that the potential
settlement of a liability by the issue of equity is not relevant to its classification as current or non-current. By
amending the definition of current liability, the amendment permits a liability to be classified as non-current
(provided that the entity has an unconditional right to defer settlement by transfer of cash or other assets for at
least 12 months after the accounting period) notwithstanding the fact that the entity could be required by the
counterparty to settle in shares at any time. The Group and Company will apply HKAS 1 (amendment) from 1
January 2010. It is not expected to have a material impact on the Group’s financial statements.

. HKAS 36, “Unit of accounting for goodwill impairment test” (effective from 1 January 2010). Amendment to
clarify that the largest cash-generating unit (or group of units) to which goodwill should be allocated for the
purposes of impairment testing is an operating segment as defined by paragraph 5 of HKFRS 8, “Operating
segments” (that is, before the aggregation of segments with similar economic characteristics permitted by
paragraph 12 of HKFRS 8). Management does not anticipate that this will result in a material impact to the
Group’s financial statements.
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2 Summary of significant accounting policies (continued)

2.1 Basis of preparation (continued)

(b)

Standards, amendments and interpretations to existing standards that are relevant to the Group but not yet
effective and have not been early adopted by the Group (continued)

. HKFRS 2, “Scope of HKFRS 2 and HKFRS 3 (revised)” (effective for periods beginning on or after 1 January
2010). Amendment to confirm that, in addition to business combinations as defined by HKFRS 3 (revised)
“Business combinations”, contributions of a business on formation of a joint venture and common control
transactions are excluded from the scope of HKFRS 2, “Share-based payment”. It is not expected to have a
material impact on the Group’s financial statements.

. HKFRS 8, “Disclosure of information about segment assets” (effective for periods beginning on or after 1
January 2010). Minor textual amendment to the standard, and amendment to the basis for conclusions, to
clarify that an entity is required to disclose a measure of segment assets only if that measure is regularly
reported to the chief operating decision-maker. It is not expected to have a material impact on the Group’s
financial statements.

. HKAS 7, “Classification of expenditures on unrecognised assets” (effective for periods beginning on or after 1
January 2010). Amendment to require that only expenditures that result in a recognised asset in the statement
of financial position can be classified as investing activities. It is not expected to have a material impact on the
Group’s financial statements.

. HKAS 17, “Classification of leases of land and buildings” (effective for periods beginning on or after 1 January
2010). Deletion of specific guidance regarding classification of leases of land, so as to eliminate inconsistency
with the general guidance on lease classification. As a result, leases of land should be classified as either
finance or operating using the general principles of HKAS 17. It is not expected to have a material impact on
the Group’s financial statements.

2.2 Consolidation

(a)

Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies
generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when assessing whether the Group
controls another entity. Subsidiaries are fully consolidated from the date on which control is transferred to the Group.
They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of
an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at
the acquisition date, irrespective of the extent of any minority interest. The excess of the cost of acquisition over the
fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill (Note 2.6). If the cost of
acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognised directly
in the income statement.

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated.

Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

In the Company’s balance sheet, the investments in subsidiaries are stated at cost less provision for impairment
losses (Note 2.7). The results of subsidiaries are accounted by the Company on the basis of dividend received and
receivable.
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Summary of significant accounting policies (continued)

Consolidation (continued)

(b)

(c)

(c)

Transactions with minority interests

The Group applies a policy of treating transactions with minority interests as transactions with equity holders of
the Company. For purchases from minority interests, the difference between any consideration paid and the relevant
share acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals
to minority interests are also recorded in equity.

Jointly controlled entities/associates

A jointly controlled entity is a joint venture established as a corporation, partnership or other entity in which the
ventures have their respective interests and establish a contractual arrangement among them to define joint control
over the economic activity of the entity.

Associates are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights.

Jointly controlled entities/associates

Investments in jointly controlled entities/associates are accounted for using the equity method of accounting and
are initially recognised at cost. The Group’s investment in jointly controlled entities/associates includes goodwill
identified on acquisition, net of any accumulated impairment loss. See Note 2.7 for the impairment of non-financial
assets including goodwill.

The Group’s share of its jointly controlled entities’/associates’ post-acquisition profits or losses is recognised in the
income statement, and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative
post-acquisition movements are adjusted against the carrying amount of the investment. When the Group’s share of
losses in a jointly controlled entity/an associate equals or exceeds its interest in the jointly controlled entity/associate,
including any other unsecured receivables, the Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the jointly controlled entity/associate.

Unrealised gains on transactions between the Group and its jointly controlled entities/associates are eliminated to the
extent of the Group’s interest in the jointly controlled entities/associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred. Accounting policies of jointly controlled
entities/associates have been changed where necessary to ensure consistency with the policies adopted by the Group.

Dilution gains and losses arising in investments in jointly controlled entities/associates are recognised in the income
statement.

In the Company’s balance sheet, the interests in jointly controlled entities/associates are stated at cost less provision
for impairment losses (Note 2.7). The results of jointly controlled entities/associates are accounted for by the
Company on the basis of dividend received and receivable.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating

decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance

of the operating segments, has been identified as the Executive Committee that makes strategic decisions, which consists

of senior management led by the CEO and the president of the Group.
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2

2.4

Summary of significant accounting policies (continued)

Foreign currency translation

(a)

(b)

(©

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (“the functional currency”). The consolidated financial
statements are presented in Renminbi (“RMB”), which is the Company’s functional and the Group’s presentation
currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the income statement, except when deferred in equity
as qualifying cash flow hedges and qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the
income statement within “finance income or cost”. All other foreign exchange gains and losses are presented in the
income statement within “other gains — net”.

Translation difference on non-monetary financial assets and liabilities such as equities held at fair value through
profit or loss are recognised in profit or loss as part of the fair value gain or loss. Translation differences on non-
monetary financial assets such as equities classified as available-for-sale are included in the available-for-sale reserve
in equity.

Group companies

The results and financial position of all the group entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency are translated into the presentation
currency as follows:

— assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that
balance sheet;

— income and expenses for each income statement are translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in
which case income and expenses are translated at the dates of the transactions); and

— all resulting exchange differences are recognised as a separate component of equity.
On consolidation, exchange differences arising from the translation of the net investment in foreign operations, are
taken to shareholders’ equity. When a foreign operation is partially disposed of or sold, exchange differences that

were recorded in equity are recognised in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities
of the foreign entity and translated at the closing rate.
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Summary of significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and impairment losses. Historical cost includes

expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when

it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be

measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged

to the income statement during the financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate their cost to their

residual values over their estimated useful lives, as follows:

Plants and buildings 20 — 40 years
Machinery 5 — 14 years
Motor vehicles 5 — 12 years
Other equipment 5 — 10 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater

than its estimated recoverable amount (Note 2.7).

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised

within “other gains — net”, in the income statement.

Intangible assets

(a)

(b)

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net
identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisitions of subsidiaries is
included in “intangible assets”. Goodwill is tested annually for impairment and carried at cost less accumulated
impairment losses. Impairment losses on goodwill are not reversed. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating units that are expected to benefit from the business combination
in which the goodwill arose identified according to operating segment.

Trademarks

Separately acquired trademarks are shown at historical cost. Trademarks acquired in a business combination
are recognised at fair value at the acquisition date. “TSINGTAO BEER” trademark has an indefinite useful life,
accordingly, it is not subject to amortisation but annual impairment assessments. Other trademarks have a finite
useful life and are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line
method to allocate the cost of trademarks over their estimated useful lives of 5 to 10 years.
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2 Summary of significant accounting policies (continued)

2.6

Intangible assets (continued)

(c)

(d)

(e

@

Sales networks

Sales networks acquired in business combination are recognised at fair value at the acquisition date and sales
networks acquired separately are stated at historical cost. Sales networks have finite useful lives and are carried at
cost less accumulated amortisation and impairment. Amortisation is calculated using the straight-line method over
the estimated useful lives of 10 years.

Computer software

Costs associated with maintaining computer software programmes are recognised as an expense as incurred.
Development costs that are directly attributable to the design and testing of identifiable and unique software products
controlled by the Group are recognised as intangible assets when the following criteria are met:

— It is technically feasible to complete the software product so that it will be available for use;

—  Management intends to complete the software product and use or sell it;

—  There is an ability to use or sell the software product;

— It can be demonstrated how the software product will generate probable future economic benefits;

—  Adequate technical, financial and other resources to complete the development and to use or sell the software
product are available; and

—  The expenditure attributable to the software product during its development can be reliably measured.

Directly attributable costs those are capitalised as part of the software product include the software development
employee costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognised as an expense as incurred.
Development costs previously recognised as an expense are not recognised as an asset in a subsequent period.

Computer software development costs recognised as assets are amortised over their estimated useful lives of ten
years.

Research and development costs

Research costs are expensed as incurred. Costs incurred on development projects relating to the design and testing
of new or improved products are recognised as an intangible asset where the technical feasibility and intention of
completing the product under development has been demonstrated and the resources are available to do so, costs
are identifiable and there is an ability to sell or use the asset that will generate probable future economic benefits.
Development costs that do not meet the above criteria are expensed as incurred. Development costs previously
recognised as an expense are not recognised as an asset in a subsequent period.

Technology known-how
Technology known-how of the Group is stated at cost less accumulated amortisation and impairment losses.

Amortisation is charged to the income statement on a straight-line basis over the expected period of inflow of
economic benefits of 10 years.
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Summary of significant accounting policies (continued)
Impairment of investments in subsidiaries, jointly controlled entities, associates and non-financial assets

Assets that have an indefinite useful life, for example goodwill, are not subject to amortisation and are tested annually for
impairment. Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that suffered impairments are
reviewed for possible reversal of the impairment at each reporting date.

Impairment testing of the investments in subsidiaries, jointly controlled entities or associates is required upon receiving
dividends from these investments if the dividend exceeds the total comprehensive income of the subsidiary, jointly
controlled entity or associate in the period the dividend is declared or if the carrying amount of the investment in the
separate financial statements exceeds the carrying amount in the consolidated financial statements of the investee’s net
assets including goodwill.

Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as assets held for sale when their carrying amount is to be recovered
principally through a sale transaction and a sale is considered highly probable. They are stated at the lower of carrying
amount and fair value less costs to sell if their carrying amount is to be recovered principally through a sale transaction
rather than through continuing use.

Financial assets
2.9.1 Classification

The Group classifies its financial assets in the following categories: at fair value through profit or loss, loans and
receivables, available-for-sale and held-to-maturity financial assets. The classification depends on the purpose for
which the financial assets were acquired. Management determines the classification of its financial assets at initial
recognition.

(a)  Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short-term. Derivatives are
also categorised as held for trading unless they are designated as hedges. Assets in this category are classified
as current assets.

(b)  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than 12 months
after the end of the reporting period. These are classified as non-current assets. The Group’s loans and
receivables comprise ‘trade and other receivables’ and ‘cash and cash equivalents’ in the balance sheet (Note
2.14).

(¢)  Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either designated in this category or not

classified in any of the other categories. They are included in non-current assets unless the investment matures
or management intends to dispose of them within 12 months of the end of the reporting period.
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2 Summary of significant accounting policies (continued)

2.9

Financial assets (continued)

2.9.1 Classification (continued)

(d)  Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and
fixed maturities that the Group’s management has the positive intention and ability to hold to maturity. If the
Group were to sell other than an insignificant amount of held-to-maturity financial assets, the whole category
would be tainted and reclassified as available for sale. Held-to-maturity financial assets are included in non-
current assets, except for those with maturities less than 12 months from the end of the reporting period, which
are classified as current assets. During the year, the Group did not hold such kind of financial assets.

2.9.2 Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date — the date on which the Group
commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or loss. Financial assets carried at fair value through profit or
loss are initially recognised at fair value, and transaction costs are expensed in the income statement. Financial assets
are derecognised when the rights to receive cash flows from the investments have expired or have been transferred
and the Group has transferred substantially all risks and rewards of ownership. Available-for-sale financial assets and
financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables and
held-to-maturity financial assets are subsequently carried at amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of the “financial assets at fair value through profit or loss”
category are presented in the income statement within “other gains — net” in the period in which they arise.
Dividend income from financial assets at fair value through profit or loss is recognised in the income statement as
part of other income when the Group’s right to receive payments is established. Changes in the fair value of monetary
and non-monetary securities classified as available for sale are recognised in other comprehensive income.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value adjustments
recognised in equity are included in the income statement as “gains or losses from investment securities”.

Interest on available-for-sale securities calculated using the effective interest method is recognised in the income
statement as part of other income. Dividends on available-for-sale equity instruments are recognised in the income
statement as part of other income when the group’s right to receive payments is established.

2.10 Offsetting financial instruments

2.11

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally

enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise the asset and

settle the liability simultaneously.

Impairment of financial assets

(a)

Assets carried at amortised cost

The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset or
group of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment
losses are incurred only if there is objective evidence of impairment as a result of one or more events that occurred
after the initial recognition of the asset (a “loss event”) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated.
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2 Summary of significant accounting policies (continued)

2.11 Impairment of financial assets (continued)

(a)

(b)

Assets carried at amortised cost (continued)

The criteria that the Group uses to determine that there is objective evidence of an impairment loss include:

—  Significant financial difficulty of the issuer or obligor;

— A breach of contract, such as a default or delinquency in interest or principal payments;

—  The Group, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the
borrower a concession that the lender would not otherwise consider;

— It becomes probable that the borrower will enter bankruptcy or other financial reorganisation;

—  The disappearance of an active market for that financial asset because of financial difficulties; or

—  Observable data indicating that there is a measurable decrease in the estimated future cash flows from a
portfolio of financial assets since the initial recognition of those assets, although the decrease cannot yet be
identified with the individual financial assets in the portfolio, including:

(i)  adverse changes in the payment status of borrowers in the portfolio;

(i) national or local economic conditions that correlate with defaults on the assets in the portfolio.

The Group first assesses whether objective evidence of impairment exists.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate. The asset’s carrying amount of the asset is reduced and the amount of the loss
is recognised in the consolidated income statement. If a loan or held-to-maturity investment has a variable interest
rate, the discount rate for measuring any impairment loss is the current effective interest rate determined under the
contract. As a practical expedient, the Group may measure impairment on the basis of an instrument’s fair value
using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss is recognised in the consolidated income statement.

Assets classified as available-for-sale

The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset or a
group of financial assets is impaired. For debt securities, the Group uses the criteria refer to (a) above. In the case of
equity investments classified as available-for-sale, a significant or prolonged decline in the fair value of the security
below its cost is also evidence that the assets are impaired. If any such evidence exists for available-for-sale financial
assets, the cumulative loss — measured as the difference between the acquisition cost and the current fair value, less
any impairment loss on that financial asset previously recognised in profit or loss — is removed from equity and
recognised in the separate consolidated income statement. Impairment losses recognised in the separate consolidated
income statement on equity instruments are not reversed through the separate consolidated income statement. If, in
a subsequent period, the fair value of a debt instrument classified as available-for-sale increases and the increase can
be objectively related to an event occurring after the impairment loss was recognised in profit or loss, the impairment
loss is reversed through the separate consolidated income statement.
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2.13

2.14

2.15

2.16

2.17

2.18

Summary of significant accounting policies (continued)
Derivative financial instruments

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-
measured at their fair value. The method of recognising the resulting gain or loss depends on whether the derivative is
designated as a hedging instrument or not. During the year, no derivatives had been designated as hedging instruments and
they were all accounted for at fair value through profit and loss accordingly. Such changes in the fair value are presented in
the consolidated income statement as “other gains — net”.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average method.
The cost of finished goods and work in progress comprises design costs, raw materials, direct labour, other direct costs and
related production overheads (based on normal operating capacity). Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary course of business.
If collection of trade and other receivables is expected in one year or less (or in the normal operating cycle of the business
if longer), they are classified as current assets. If not, they are presented as non-current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities on the balance sheet.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown in
equity as a deduction, net of tax, from the proceeds.

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from
suppliers. Trade payables are classified as current liabilities if payment is due within one year or less (or in the normal
operating cycle of the business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in
the income statement over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-down occurs. To
the extent there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised
as a pre-payment for liquidity services and amortised over the period of the facility to which it relates.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of the reporting period.
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Summary of significant accounting policies (continued)
Compound financial instruments

Compound financial instruments issued by the Group comprise convertible bonds with attached warrants subscription
rights.

The liability component of a compound financial instrument is recognised initially at the fair value of a similar liability
that does not have an equity conversion option. The equity component is recognised initially at the difference between
the fair value of the compound financial instrument as a whole and the fair value of the liability component. Any directly
attributable transaction costs are allocated to the liability and equity components in proportion to their initial carrying
amounts.

Subsequent to initial recognition, the liability component of a compound financial instrument is measured at amortised
cost using the effective interest method. The equity component of a compound financial instrument is not re-measured
subsequent to initial recognition except on conversion or expiry.

Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement, except to
the extent that it relates to items recognised in other comprehensive income or directly in equity. In this case the tax is also
recognised in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance
sheet date in the countries where the Company’s subsidiaries, jointly controlled entities and associates operate and generate
taxable income. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the consolidated financial statements. However, the deferred income
tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax
is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and are
expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, jointly controlled entities
and associates, except where the timing of the reversal of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes levied by
the same taxation authority on either the taxable entity or different taxable entities where there is an intention to settle the
balances on a net basis.
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2.21 Employee benefit

(a)

(b)

(©

(d)

Retirement benefit obligations

The employees of the Group stationed in the PRC are covered by various government-sponsored pension plans. These
government agencies are responsible for the pension liability to these employees. The Group contributes on a monthly
basis to these pension plans based on certain percentages of the salaries of the employees, subject to a certain ceiling.
Under these plans, the Group has no legal or constructive obligation for retirement benefits beyond the contributions
made. Contributions to these plans are expensed as incurred.

A subsidiary operating in Hong Kong has established a defined contribution mandatory provident fund scheme
in accordance with the Mandatory Provident Fund legislation of the government of Hong Kong. It makes monthly
contributions to the scheme based on 5% of the employees’ basic salaries with the maximum amount of contribution
made by the subsidiary and the employees being limited to HK$12,000 (equivalent to RMB10,583) per annum
per each employee. The Group’s contributions to the defined contribution retirement scheme are expensed as
incurred. The Group has no legal or constructive obligation for retirement benefits beyond the contributions made.
Contributions to these plans are expensed as incurred.

Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group recognises
termination benefits when it is demonstrably committed to either: terminating the employment of current employees
according to a detailed formal plan without possibility of withdrawal; or providing termination benefits as a result
of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 months after the end of the
reporting period are discounted to their present value.

Housing funds

Employees are entitled to participate in various government-sponsored housing funds. The Group contributes on a
monthly basis to these funds based on certain percentages of the salaries of the employees. The Group’s liability in
respect of these funds is limited to the contributions payable in each period.

Bonus plans

The expected cost of bonus payments are recognised as a liability when the Group has a present legal or constructive
obligation as a result of services rendered by employees and a reliable estimate of the obligation can be made.

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the amounts expected to
be paid when they are settled.

2.22 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events; it is

probable that an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated.

Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined

by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with

respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a

pre-tax that reflects current market assessments of the time value of money and the risks specific to the obligation. The

increase in the provision due to passage of time is recognised as interest expense.
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Summary of significant accounting policies (continued)
Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the
ordinary course of the Group’s activities. Revenue is shown net of value-added tax, returns, rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic
benefits will flow to the entity and specific criteria have been met for each of the Group’s activities as described below.
The Group bases its estimates on historical results, taking into consideration the type of customer, the type of transaction
and the specifics of each arrangement.

(a) Sales of goods
The Group manufactures and sells beer products. Sales of goods are recognised when a group entity has delivered
products to the customer, the customer has accepted the products and collectability of related receivables is
reasonably assured.
The products are often sold with volume discounts. Sales are recorded based on the price specified in the sales
contracts, net of the estimated volume discounts. Accumulated experience is used to estimate and provide for the
discounts.

(b) Interest income
Interest income is recognised using the effective interest method. When a loan and receivable is impaired, the Group
reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the
original effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest
income on impaired loan and receivables are recognised using the original effective interest rate.

(¢) Dividend income
Dividend income is recognised when the right to receive payment is established.

Government grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in the income statement over the period necessary to
match them with the costs that they are intended to compensate.

Government grants relating to the assets are included in non-current liabilities as deferred government grants and are
credited to the income statement on a straight line basis over the expected lives of the related assets.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) including upfront
payment made for leasehold land and land use rights, are charged to the income statement on a straight-line basis over the
period of the lease.
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Summary of significant accounting policies (continued)
Leases (continued)

The Group leases certain properties, plant and equipment. Leases of property, plant and equipment where the Group has
substantially accepted all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalised
at the lease’s commencement at the lower of the fair value of the leased property and the present value of the minimum
lease payments.

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance
balance outstanding. The corresponding rental obligations, net of finance charges, are included in other long-term payables.
The interest element of the finance cost is charged to the income statement over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The property, plant and equipment
acquired under finance leases is depreciated over the shorter of the useful life of the asset and the lease term.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s and Company’s financial
statements in the period in which the dividends are approved by the Company’s shareholders.

Investment property
Investment property, principally comprising buildings, is held for long term rental yields.

Investment property is initially recognised at cost and subsequently carried at cost less accumulated depreciation and
accumulated impairment losses. Depreciation is calculated using a straight-line method to allocate the depreciable amounts
over the estimated useful life of 40 years. The residual value and useful life of investment properties are reviewed, and
adjusted as appropriate, at each balance sheet date. The effects of any revision are included in the income statement when
the changes arise.

Financial risk management
Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, cash flow and fair
value interest rate risk), credit risk and liquidity risk. The Group’s overall risk management program focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial performance.
The Group uses derivative financial instruments to hedge certain risk exposures.

Risk management is carried out by a central treasury department (Group treasury). Group treasury identifies, evaluates and
hedges financial risks in close co-operation with the Group’s operating units.

(a) Market risk
(i) Foreign exchange risk

The foreign exchange risks of the Group occur due to the fact that the Group has financing activities and
commercial transactions which are denominated in foreign currencies, primarily in Euro and US dollars. As
the borrowings denominated in foreign currencies are not significant and the commercial transactions are
mainly denominated in RMB, the directors are of the opinion that the Group’s exposure to foreign exchange

risk would be immaterial.
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3 Financial risk management (continued)

3.1 Financial risk factors (continued)

(a)

(b)

(c)

Market risk (continued)
(ii)  Cash flow and fair value interest rate risk

The Company and the Group’s interest bearing assets are mainly bank deposits, and loans to subsidiaries which
bear fixed rates and expose the Company and the Group to fair value interest rate risk.

The Group’s interest rate risk also arising from long-term borrowings. The Group’s US dollar-denominated
borrowings were issued at variable rates and exposed the Group to cash flow interest rate risk. The Group’s
RMB-denominated borrowings were issued at fixed rates and exposed the Group to fair value interest rate risk.
To cover interest rate risk, the Group maintains the loan portfolio in a preferred fixed/floating interest rate mix
and review regularly.

The directors are of the opinion that future interest rate changes would not lead to significant adverse impact
on the Group’s operating results.

At 31 December 2009, if interest rates on borrowings had increased/decreased 0.5% with all other
variables held constant, post-tax profit for the year would have been approximately RMBI1,455,000 (2008:
RMB2,690,000) lower/higher, mainly as a result of higher/lower interest expense.

Credit risk

Credit risk is managed on a group basis. Credit risk arises from cash and cash equivalents, derivative financial
instruments and deposits with banks and financial institutions. The Group has limited its credit exposure by
restricting their selection of financial institutions on those state-owned and PRC banks with good credit rating. Sales
are mainly settled in cash or prepayment and there is no significant credit risk on trade customers.

Management does not expect any significant losses from non-performance by these counterparties.
Liquidity risk

The Group’s cash management policy is to regularly monitor its current and expected liquidity positions to ensure
adequate funds are available for its short term and long term requirements and compliance with the covenants as
stipulated in the loans agreement.

Group treasury monitors rolling forecasts of the Group’s liquidity requirements to ensure it has sufficient cash to
meet operational needs while maintaining sufficient headroom on its undrawn committed borrowing facilities at all
times. Such forecasting takes into consideration the Group’s debt financing plans, covenant compliance, compliance
with internal balance sheet ratio targets and, if applicable external regulatory or legal requirements — for example,
currency restrictions.

Surplus cash held by the operating entities over and above balance required for working capital management are
transferred to the Group treasury. Group treasury invests surplus cash in interest bearing current accounts or time
deposits with appropriate maturities or sufficient liquidity to provide sufficient head room as determined by the
above mentioned forecasts.
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3.1

Financial risk management (continued)

Financial risk factors (continued)

(c)

Liquidity risk (continued)

The net cash generated from operating activities for the year 2009 with amount of approximately RMB3,361,001,000,
together with the proceeds from issuance of ordinary shares with the amount of approximately RMBI,187,101,000,
makes the net current assets of the Group reach to approximately RMB2,769,218,000 as at 31 December 2009
(2008: RMB947,953,000). Although most of the bank financing of the Group is in the form of short-term bank
loans, the directors are of the view that the Group will be able to renew its short-term bank loan facilities upon
maturity. In addition, the Group had unutilised banking facilities granted by certain banks in an aggregate amount
of approximately RMB4,810,140,000 as at 31 December 2009 (Note 21(a)) which the Group could utilise in order to
meet its short-term cash needs.

The table below analyses the Group’s non-derivative financial liabilities into relevant maturity groupings based on
the remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in the table

are the contractual undiscounted cash flows.

Comparative information has been restated as permitted by the amendments to HKFRS 7 for the liquidity risk

disclosures.
Less than Between 1 Between 2 Over
1 year and 2 years and 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000
Group
At 31 December 2009
Borrowings excluding finance lease liabilities 179,686 16,315 1,506,242 5,710
Finance lease liabilities 2,565 2,565 640 —
Trade and other payables excluding deposits
and advances from customers 4,178,789 — 11,168 —
At 31 December 2008
Borrowings and other loan excluding finance
lease liabilities 524,833 2,050 5,849 1,507,969
Finance lease liabilities 2,565 2,565 3,205 —
Trade and other payables excluding deposits
and advances from customers 3,746,172 — 36,515 —
Company

At 31 December 2009
Borrowings 170,000 — 1,500,000 —
Trade and other payables excluding deposits

and advances from customers 1,497,570 — — —

At 31 December 2008
Borrowings 272,519 — — 1,500,000
Trade and other payables excluding deposits

and advances from customers 1,131,418 — — —

Balances due within 12 months equal their carrying balances as the impact of discounting is not significant. The
Group has no derivative financial liabilities at 31 December 2009.
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Financial risk management (continued)
Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders or
issue new shares to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated
as total debt divided by total capital. Total debt is calculated as total borrowings (including “current and non-current
borrowings” as shown in the consolidated balance sheet) plus loan due to a shareholder. Total capital is calculated as
“equity”, as shown in the consolidated balance sheet, plus total debt.

The gearing ratios at 31 December 2009 and 2008 were as follows:

2009 2008

RMB’000 RMB’000

Total borrowings (Note 21) 1,411,951 1,577,016
Loan due to a former shareholder — 107,890
Total debt 1,411,951 1,684,906
Total equity 8,563,154 6,417,615
Total capital 9,975,105 8,102,521
Gearing ratio 14.15% 20.79%

The decrease in the gearing ratio during 2009 resulted primarily from the repayment of bank borrowings and loan due to
the shareholder.

Fair value estimation

Effective 1 January 2009, the Group adopted the amendment to HKFRS 7 for financial instruments that are measured
in the balance sheet at fair value, this requires disclosure of fair value measurements by level of the following fair value
measurement hierarchy:

. Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

. Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices) (level 2).

. Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).

At 31 December 2009, the Group has no financial instruments that are measured at fair value need to be disclosed. The
carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values.
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Critical accounting estimates and judgements

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including

expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,

seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities within the next financial year are addressed below:

(@)

(b)

©

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated
in Note 2.7. The recoverable amounts of each identified cash-generating units have been determined based on the higher
of an asset’s fair value less costs to sell and value in use calculations. These calculations require the use of estimates (see
Note 8).

For the year ended 31 December 2009, the Group had no impairment loss (2008: nil) on goodwill based on such
calculations.

Impairment loss of goodwill would not need to be recognised even if the actual gross profit margin had been 5% lower or
the pre-tax discounted rate had been 5% higher than management’s estimates with all other variables held constant.

Estimated impairment of property, plant and equipment

The Group also tests whether property, plant and equipment have suffered any impairment, whenever events or changes in
circumstances, indicate that the carrying amount may not be recoverable in accordance with the accounting policy as stated
in Note 2.7. Similar to impairment of goodwill, the recoverable amounts of the property, plant and equipments have been
determined based on the higher of an asset’s fair value less costs to sell and value in use calculations. These calculations
require the use of estimates which are similar to (a) stated above.

For the year ended 31 December 2009, the Group recorded impairment losses amounting to approximately RMB40,834,000
(2008: RMB162,467,000) for property, plant and equipment based on such calculations (Note 7).

If the estimated gross profit margin had been 5% lower or pre-tax discount rate applied to the discounted cash flows
adopted in the calculation had been 5% higher than management’s estimates at 31 December 2009, the Group would
have recognised a further impairment losses against property, plant and equipment by approximately RMB13,739,000 or
RMB3,084,000.

If the estimated gross margin had been 5% higher or the pre-tax discounted rate had been 5% lower than management’s
estimates in 2009, the Group would be able to reduce impairment losses by approximately RMB17,196,000 or
RMB3,199,000 that had been recognised on these assets in current year.

Deferred income tax assets

As at 31 December 2009, a deferred income tax assets of approximately RMB240,843,000 has been recognised in the
Group’s balance sheet. As stated in Note 22, The Group had unrecognised deferred income tax assets aggregated to
approximately RMB394,271,000 as at 31 December 2009, which mainly attributable to accumulated tax losses of certain
subsidiaries, depreciation differences of fixed assets acquired in business combinations and provision for impairment
losses. Deferred tax assets had not been recognised due to the fact that there is no certainty of obtaining approval from
local tax authorities or there is no certainty of their respective realisation of these tax benefits through available future
taxable profits of the subsidiaries concerned. In cases where the actual future assessable profits generated are more or less
than expected or approval from local tax authorities are obtained, a recognition or reversal of deferred income tax assets
may arise accordingly.
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5 Segment information

Management has determined the operating segments based on the reports reviewed by the Executive Committee that are used
to make strategic decisions. As the Group is mainly engaged in the production and distribution of beer products, the Executive
Committee considers the business mainly from a geographic perspective.

The Executive Committee assesses the performance of the operating segments based on profit before income tax which is
consistent with that in the financial statements. Other information, as noted below, is also provided to the Executive Committee.

The segment information provided to Executive Committee for the reportable segments for the year ended 31 December 2009 is
as follows:

Shandong Huanan Huabei Huadong Dongnan
Region Region Region Region Region Overseas  Unallocated  Eliminations Total Group
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB000 RMB000 RMB000 RMB’000

Segment revenue 8,576,361 3,880,761 3,136,092 1,709,364 1,211,333 363,830 — (1,117,205) 17,760,536
Inter-segment revenue (420,705) (151,639) (436,103) (15,877) (90,281) (2,600) — 1,117,205 —
Revenue (from external customers) 8,155,656 3,729,122 2,699,989 1,693,487 1,121,052 361,230 — — 17,760,536
Profit before income tax 1,060,599 493,883 198,606 42,867 92,996 73,810 (275,204) 51,776 1,739,333
Distribution cost (1,782,127) (751,647) (327,154) (298,008) (220,500) (95,614) — — (3,475,050
Depreciation and amortisation (169,649) (166,432) (98,188) (61,639) (23,457) (1,321) (27,587) — (548,273)
Impairment losses of PP&E (25,261) (12,837) (885) (517) (1,334) — — — (40,834)
Finance income 26,254 6,390 6,301 1,316 568 258 — — 41,087
Finance costs (7,359) (13,886) (40,580) (8,289) (2,774) 307 (78,483) 52,105 (98,959)
Income tax expense (222,183) (154,546) (39,355) (9,038) 1,538 (16,637) — — (440,221)
Share of profit from jointly

controlled entity and associates — — — — — — 1,950 — 1,950
Total assets 4,463,588 3,038,324 2,111,381 1,239,581 560,068 228,553 4,370,974 (1,145,016) 14,867,453

Total assets include:
Interests in jointly controlled entity

and associates - — — - — — 147,449 — 147,449
Additions to non-current assets (other

than financial instruments and

deferred tax assets) 430,272 186,692 60,599 56,846 13,308 1,668 160,895 — 910,280

Total liabilities 1,938,359 1,427,677 1,675,533 708,096 365,771 66,777 1,391,894 (1,269,808) 6,304,299
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5 Segment information (continued)

The segment information for the year ended 31 December 2008 is as follows:

Shandong Huanan Huabei Huadong Dongnan
Region Region Region Region Region Overseas  Unallocated ~ Eliminations  Total Group
RMB000 RMB000 RMB'000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Segment revenue 7,327,738 3,469,096 2,817,781 1,512,433 917,614 361,306 — (624,586) 15,781,382
Inter-segment revenue (299,124) (79,082) (222,548) (2,992) (18,744) (2,096) — 624,586 —
Revenue (from external customers) 7,028,614 3,390,014 2,595,233 1,509,441 898,870 359,210 — — 15,781,382
Profit/(Losses) before income tax 878,991 443,457 (139,746) 6,304 (3,621) 62,758 (227,032) 86,978 1,108,089
Distribution cost (1,626,285) (587,486) (268,033) (229,781) (178,499) (85,362) — 1,287 (2,974,159)
Depreciation and amortisation (147,358) (150,580) (130,848) (63,941) (25,937) (1,357) (36,509) — (556,530
Impairment losses of PP&E (9,586) (45) (145,841) (6,995) — — — — (162,467)
Finance income 18,480 2,302 4,795 2,802 501 1,171 — — 30,051
Finance costs 25,130 (16,706) (60,516) (29,968) (12,624) (4,854) (76,069) 104,896 (70,711)
Income tax expense (197,541) (123,123) (28,346) (13,100) 919 (13,126) — — (374,317)
Share of profit from jointly

controlled entity and associates — — - — — — 23 — 23
Total assets 4,962,540 3,005,562 2,155,486 1,228,036 594,323 283,109 1,799,925 (1,496,750) 12,532,231

Total assets include:
Interests in jointly controlled entity

and associates — — — — — — 28,697 — 28,697
Additions to non-current assets

(other than financial instruments

and deferred tax assets) 404,048 354,801 63,918 52,364 14,936 137 45,011 — 935,215

Total liabilities 1,920,003 1,428,289 1,837,833 709,241 466,633 99,897 1,272,634 (1,619,914) 6,114,616

Sales between segments are carried out based on terms agreed. The revenue from external parties reported to the Executive
Committee is measured in a manner consistent with that in the income statement.

A reconciliation of reportable segments’ profit before tax to total profit before tax is provided as follows:

2009 2008
RMB’000 RMB’000
Total segments’ profit before tax 2,014,537 1,335,121
Share of profit of jointly controlled entity and associates-net 1,950 23
Interest expense on convertible bond (73,717) (53,126)
Interest expense on corporate bank borrowings 4,765) (22,943)
Corporate overhead (205,026) (148,422)
Losses from derivative instruments (1,007) (1,218)
Other unallocated gains/(losses) 7,361 (1,346)

Profit before income tax 1,739,333 1,108,089
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5 Segment information (continued)

The amounts provided to the Executive Committee with respect to total assets are measured in a manner consistent with that of
the financial statements. These assets are allocated based on the operations of the segment and the physical location of the asset.
Total assets exclude deferred tax, available-for-sale financial assets, derivative financial instruments and interests in jointly
controlled entity and associates, all of which are managed on a central basis.

Reportable segments’ assets are reconciled to total assets as follows:

2009 2008
RMB’000 RMB’000
Total segments assets 10,496,479 10,732,306
Unallocated:
Deferred income tax assets 240,843 94,930
Interests in jointly controlled entity and associates 147,449 28,697
Available-for-sale financial assets 5,369 10,085
Derivative financial instruments — 1,763
Corporate pledged bank deposits 28,845 —
Corporate cash and equivalents 3,595,598 1,315,233
Corporate property, plant and equipment, intangible assets and leasehold land
and land use rights 352,870 349,217
Total assets per balance sheet 14,867,453 12,532,231

The amounts provided to the Executive Committee with respect to total liabilities are measured in a manner consistent with that
of the financial statements. These liabilities are allocated based on the operations of the segment. The Group’s interest-bearing
liabilities are not considered to be segment liabilities but rather are managed by the treasury function.

Reportable segments’ liabilities are reconciled to total liabilities as follows:

2009 2008

RMB’000 RMB’000

Total segments liabilities 4,912,405 4,841,982
Unallocated:

Deferred income tax liabilities 34,281 13,117

Convertible bonds payable 1,198,896 1,137,179

Other unallocated corporate liabilities 158,717 122,338

Total liabilities per balance sheet 6,304,299 6,114,616

The Group is domiciled in Mainland China. The result of its revenue from external customers in Mainland China for the year
ended 31 December 2009 is approximately RMB17,336,847,000 (2008: RMB15,318,548,000), and the total of its revenue from
external customers from out of Mainland China is approximately RMB423,689,000 (2008: RMB462,834,000).

At 31 December 2009, the total of non-current assets other than financial instruments and deferred tax assets located in Mainland
China is approximately RMB7,005,405,000 (2008: RMB6,763,843,000), and the total of these non-current assets located out of
Mainland China is approximately RMB2,076,000 (2008: RMB2,142,000).
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6 Leasehold land and land use rights

The Group’s interests in leasehold land and land use rights represent prepaid operating lease payments and their net book values

are analysed as follows:

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Outside Hong Kong, held on:
Leases of between 10 to 50 years 818,477 842,077 62,183 64,031
Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Net book value at 1 January 842,077 717,172 64,031 65,878
Additions 7,693 166,040 — —
Amortisation (19,772) (22,188) (1,848) (1,847)
Disposals (6,117) (18,947) — —
Impairment charges (Note 34) (5,404) — — —
Net book value at 31 December 818,477 842,077 62,183 64,031

As at 31 December 2009, the relevant legal procedures for certificates application of the Group’s land use right with carrying
value of approximately RMB29,598,000 (2008: RMB39,606,000) is still in process. According to the legal adviser’s opinion, the
directors of the Company are of the view that, there is no substantial legal restriction for the acquisition of the certificates, which
does not have significant impact on the Group’s operation and it is unnecessary to accrue for the impairment of intangible assets.

Plant and buildings of certain subsidiaries of the Group were located on parcels of allocated land owned by certain local
municipal governments and these lands are occupied by the Group at nil consideration. Carrying values of the associated
buildings and facilities constructed thereon were approximately RMB71,174,000 as at 31 December 2009 (2008: RMB71,170,000).
The Company’s directors consider that there is no significant adverse impact on the operations of the Group.
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7  Property, plant and equipment

(a) Group

Plant and Motor Other  Construction
buildings Machinery vehicles equipment  -in-progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2008

Cost 3,215,238 6,316,520 394,397 344,989 226,496 10,497,640
Accumulated depreciation and impairment (883,309) (3,518,934) (249,021) (236,315) (1,115) (4,888,694)
Net book amount 2,331,929 2,797,586 145,376 108,674 225,381 5,608,946

Year ended 31 December 2008

Opening net book amount 2,331,929 2,797,586 145,376 108,674 225,381 5,608,946
Acquisition of a subsidiary — 534 886 106 — 1,526
Additions 11,168 7,650 20,282 34,937 669,604 743,641

Transfers 232,265 526,630 6,921 20,499 (786,315) —
Disposals (30,214) (10,559) (8,705) (1,295) — (50,773)
Depreciation (Note 34) (86,972) (374,193) (24,528) (37,866) — (523,559)
Impairment charges (Note 34) (54,547) (105,859) (1,580) (18) (463) (162,467)
Closing net book amount 2,403,629 2,841,789 138,652 125,037 108,207 5,017,314

At 31 December 2008

Cost 3,401,560 6,751,802 386,139 381,719 109,785 11,031,005
Accumulated depreciation and impairment (997,931) (3,910,013) (247,487) (256,682) (1,578) (5,413,691)
Net book amount 2,403,629 2,841,789 138,652 125,037 108,207 5,617,314

Year ended 31 December 2009

Opening net book amount 2,403,629 2,841,789 138,652 125,037 108,207 5,617,314
Acquisition of a subsidiary (Note 9(a)v) — — — 5 — 5
Additions 14,300 12,877 14,623 43,099 496,096 580,995
Transfers 167,302 322,267 — 15,464 (505,033) —
Disposals (Note 34) (22,115) (15,895) (6,888) (2,541) — (47,439)
Depreciation (Note 34) (87,249) (356,821) (18,377) (41,694) — (504,141)
Impairment charges (Note 34) (111) (39,931) (792) — — (40,834)
Closing net book amount 2,475,756 2,764,286 127,218 139,370 99,270 5,605,900

At 31 December 2009
Cost 3,543,296 6,902,046 360,729 403,023 100,848 11,309,942
Accumulated depreciation and impairment (1,067,540) (4,137,760) (233,511) (263,653) (1,578) (5,704,042)

Net book amount 2,475,756 2,764,286 127,218 139,370 99,270 5,605,900
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7  Property, plant and equipment (continued)

(b) Company

Plant and Motor Other  Construction
buildings Machinery vehicles equipment  -in-progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2008

Cost 534,064 1,367,576 118,110 166,791 20,969 2,207,510
Accumulated depreciation and impairment (179,370) (861,853) (115,750) (102,724) (1,115) (1,260,812)
Net book amount 354,694 505,723 2,360 64,067 19,854 946,698

Year ended 31 December 2008

Opening net book amount 354,694 505,723 2,360 64,067 19,854 946,698
Additions 1,572 9,486 2,911 16,424 46,396 76,789
Transfers 6,290 36,352 2,158 4,236 (49,036) —
Disposals (5,896) (2,404) (58) (561) — (8,919)
Depreciation (13,229 (57,403) (5,283) (20,159) — (96,074)
Impairment charges — (422) — — (463) (885)
Closing net book amount 343,431 491,332 2,088 64,007 16,751 917,609

At 31 December 2008

Cost 530,833 1,396,990 122,199 172,486 18,329 2,240,837
Accumulated depreciation and impairment (187,402) (905,658) (120,111) (108,479) (1,578) (1,323,228)
Net book amount 343,431 491,332 2,088 64,007 16,751 917,609

Year ended 31 December 2009

Opening net book amount 343,431 491,332 2,088 64,007 16,751 917,609
Additions 962 6,067 4,980 24,762 46,911 83,682
Transfers 11 29,735 — 4,490 (34,236) —
Disposals (58) (5,494) (211) (1,226) — (6,989)
Depreciation (13,162) (54,917) (4,525) (22,381) — (94,985)
Closing net book amount 331,184 466,723 2,332 69,652 29,426 899,317
At 31 December 2009

Cost 531,806 1,432,792 127,179 201,738 31,004 2,324,519
Accumulated depreciation and impairment (200,622) (966,069) (124,847) (132,086) (1,578) (1,425,202)
Net book amount 331,184 466,723 2,332 69,652 29,426 899,317
Notes:

i Depreciation expense of approximately RMB449,354,000 (2008: RMB482,245,000) has been charged in cost of goods sold;

RMBI13,546,000 (2008: RMB19,260,000) in distribution costs and approximately RMB41,241,000 (2008: RMB22,054,000) in
administrative expenses of the consolidated income statement.

ii. As at 31 December 2009, there was no bank borrowing that was secured on property, plant and equipment (2008: nil).
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7  Property, plant and equipment (continued)

Notes: (continued)

iii.

As at 31 December 2009, ownership certificates of certain buildings of the Group with respective carrying values of approximately
RMB482,394,000 (2008: RMB527,806,000) had not yet been obtained, which include values of approximately RMB437,326,000
are in the application process and approximately RMB45,068,000 are not ready for application as there are lack of appropriate
documents. Consulted with the Company’s legal adviser, the Company’s directors are of the view that this situation will not prevent
the Group from legal possession of such facilities as there is no legal restriction for the Group to apply for and obtain the building
ownership certificates, therefore, there are no significant adverse impact on the operations of the Group, and therefore, no provision
for fixed assets impairment is considered necessary.

Machinery includes the following amounts where the Group is a lessee under a finance lease:

2009 2008

RMB’000 RMB’000

Cost — capitalised finance leases 10,214 10,214
Accumulated depreciation (1,867) (1,175)
Net book amount 8,347 9,039

The Group performed impairment assessments on the carrying values of certain fixed assets of the Group as at 31 December 2009
based on the accounting policy set out in Note 2.7.

The Group’s cash-generating units (CGUs) are identified as individual entity which can generate independent cash inflows. The
recoverable amounts of CGU have been determined based on the higher of the fair value less costs to sell and value in use with
support of valuation performed by independent third party valuer and/or management. These calculations use pre-tax cash flow
projections based on financial budgets approved by management covering a five-year period. Cash flows beyond the five-year
period are extrapolated using the estimated growth rate of 2% which does not exceed the long-term average growth rate of the
brewery industry in the PRC.

The key assumptions used for calculations in 2009 are as follows:

Chongqing

Heze Company* Company*
Budgeted gross margin 35.8% 12.6%
Pre-tax discount rate 17.1% 16.0%

The key assumptions used for calculations in 2008 are as follows:

Five Star Three Ring Gansu Nongken

Company* Company* Company*
Budgeted gross margin 21.2% 24.4% 23.0%
Pre-tax discount rate 15.6% 17.7% 15.6%

* Defined in Note 9(a).

These assumptions have been used for the analysis of each CGU. Management determined budgeted gross margin based on past
performance and its expectation of market developments. The weighted average growth rates used are consistent with the PRC
brewery industry forecasts included in industry reports. The discount rates used are pre-tax and reflect specific risks relating to the
relevant CGUs.

As a result of performing such assessments, an impairment losses of approximately RMB40,834,000 (2008: RMB162,467,000)
relating to fixed assets of certain CGUs were recognised, with the details set out as follows:

RMB’000

Heze Company 24,633
Chongging Company 11,733
Other subsidiaries 4,468
40,834

The management has adjusted the assets using plan as the market share of the Group in these CGUs had been declining in recent
years due to the more fierce competition than expected and the market investment in these CGUs had increased than expected.
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(@)

Intangible assets

Group

Goodwill Sales  Trademarks Technology Software

(iii)  networks (ii) (i) know-how and others Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2008
Cost 320,228 — 124,946 18,629 49,590 513,393
Accumulated amortisation and impairment (197,411) — (54,554) (16,168) (7,991) (276,124)
Net book amount 122,817 — 70,392 2,461 41,599 237,269
Year ended 31 December 2008
Opening net book amount 122,817 — 70,392 2,461 41,599 237,269
Additions — — — — 19,579 19,579
Amortisation charge — — (1,584) (1,864) (3,810) (7,258)
Disposal — — — — (122) (122)
Closing net book amount 122,817 — 68,808 597 57,246 249,468
At 31 December 2008
Cost 320,228 — 124,946 18,629 69,047 532,850
Accumulated amortisation and impairment (197,411) — (56,138) (18,032) (11,801) (283,382)
Net book amount 122,817 — 68,808 597 57,246 249,468
Year ended 31 December 2009
Opening net book amount 122,817 — 68,808 597 57,246 249,468
Acquisition of a subsidiary (Note 9 (a)v) — 95,276 — — — 95,276
Additions — 94,475 — — 5,735 100,210
Amortisation charge — (13,431) (84) (597) (6,736) (20,848)
Disposal — — — — (265) (265)
Closing net book amount 122,817 176,320 68,724 — 55,980 423,841
Cost 320,228 189,751 124,946 18,629 74,517 728,071
Accumulated amortisation and impairment (197,411) (13,431) (56,222) (18,629) (18,537) (304,230)
Net book amount 122,817 176,320 68,724 — 55,980 423,841
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Company
Sales Trademarks Software
networks (ii) (i) and others Total
RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2008
Cost — 100,000 36,184 136,184
Accumulated amortisation — (33,750) (6,940) (40,690)
Net book amount — 66,250 29,244 95,494
Year ended 31 December 2008
Opening net book amount — 66,250 29,244 95,494
Additions — — 10,624 10,624
Amortisation charge — — (3,766) (3,766)
Disposal — — (122) (122)
Closing net book amount — 66,250 35,980 102,230
At 31 December 2008
Cost — 100,000 46,686 146,686
Accumulated amortisation — (33,750) (10,706) (44,456)
Net book amount — 66,250 35,980 102,230
Year ended 31 December 2009
Opening net book amount — 66,250 35,980 102,230
Additions 94,475 — 4,561 99,036
Amortisation charge (7,873) — (4,883) (12,756)
Closing net book amount 86,602 66,250 35,658 188,510
At 31 December 2009
Cost 94,475 100,000 51,247 245,722
Accumulated amortisation (7,873) (33,750) (15,589) (57,212)
Net book amount 86,602 66,250 35,658 188,510

The carrying amount of the segments has been reduced to their recoverable amount through recognition of impairment
losses against goodwill.

Amortisation of approximately RMB7,417,000 (2008: RMB7,258,000) is included in ‘administrative expenses’ and
RMBI13,431,000 (2008: nil) is included in ‘distribution costs’ of the income statement.

(i) Trademarks
Trademarks mainly include the “TSINGTAO BEER” trademark which was injected by the founding shareholders into
the Company on 16 June 1993 as their capital contributions. The initial recorded value of the trademark was assessed

based on the results of the valuation as approved by the State-Owned Assets Administration Bureau of the PRC.

The directors are of the view that the “TSINGTAO BEER” trademark has an indefinite useful life, accordingly, it is
not subject to amortisation but annual impairment assessment.
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Intangible assets (continued)

(i)

(iii)

Sales networks

The Company acquired sales networks of Yantai Brewery (Tsingtao Asahi) Co., Ltd. (“Yantai Asahi”) at a
consideration of approximately RMB94,475,000.

Other sales networks of approximately RMB95,276,000 were reflected as a result of consolidation of Tsingtao Beer
(Jinan) Baotuquan Sales Co., Ltd. at its fair value at the acquisition date (Note 9(a)v).

Goodwill
Goodwill is allocated to the Group’s cash-generating units (CGUs) identified according to operating segment.

An operating segment-level summary of the goodwill allocation is presented below:

2009 2008

RMB’000 R MB 000

Dongnan region 114,031 114,031
Other regions 8,786 8,786
122,817 122,817

The recoverable amounts of CGU have been determined based on the higher of the fair value less costs to sell
and value in use. These calculations use pre-tax cash flow projections based on financial budgets approved by
management covering a five-year period. Cash flows beyond the five-year period are extrapolated using the estimated
growth rate of 2% which does not exceed the long-term average growth rate of the brewery industry in the PRC.

The key assumptions used for calculations are as follows:

Dongnan Region Other Regions
2009 2008 2009 2008
Budgeted gross margin 39.1% 32.5% 19.8-35.8% 15.9-33.3%
Pre-tax discount rate 20.3% 18.1% 16.0-17.1% 15.6%

These assumptions have been used for the analysis of each CGU within the operating segment. As the adoption of
HKFRS 8 has no material impact on the number of reportable segments presented (see Note 5), no reallocation of
goodwill is required.

Management determined budgeted gross margin based on past performance and its expectation of market
developments. The weighted average growth rates used are consistent with the PRC brewery industry forecasts
included in industry reports. The discount rates used are pre-tax and reflect specific risks relating to the relevant
operating segments.

As a result of such assessment, no goodwill had been assessed to have been impaired during the year.
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Company
2009 2008
RMB’000 RMB’000
Unlisted equity investments — cost less impairments 3,765,442 3,782,143
The following is a list of the principal subsidiaries at 31 December 2009:
Name Place of Incorporation Principal activities Registered capital Interest held
Directly Indirectly
Shenzhen Tsingtao Brewery Huanan Holding Company ~ Shenzhen, the PRC Investment holding RMB200,000,000 100% —
Limited (“Huanan Holding Company”)
Tsingtao Brewery (Zhuhai) Company Limited Zhuhai, the PRC Manufacture and domestic RMB60,000,000 — 99.47%
(“Zhuhai Company”) (a) (iii) trading of beer
Tsingtao Brewery (Sanshui) Company Limited Sanshui, the PRC Manufacture and domestic US$5,000,000 — 5%
trading of beer
Tsingtao Brewery (Chenzhou) Company Limited Chenzhou, the PRC Manufacture and domestic RMB70,000,000 88.80% 11.20%
(“Chenzhou Company™) (a) (iii) trading of beer
Tsingtao Brewery (Huangshi) Company Limited Huangshi, the PRC Manufacture and domestic RMBS,000,000 5% 95%
trading of beer
Tsingtao Brewery (Yingcheng) Company Limited Yingcheng, the PRC Manufacture and domestic RMBS,000,000 5% 95%
trading of beer
Shenzhen Tsingtao Beer Asahi Company Limited Shenzhen, the PRC Manufacture and trading of beer U8$30,000,000 51% —
(“Shenzhen Asahi”)
Shenzhen Huanan Tsingtao Brewery Sales Company Shenzhen, the PRC Domestic trading of beer RMB20,000,000 100% —
Limited (“Huanan Sales Company”)
Tsingtao Brewery (Nanning) Company Limited Nanning, the PRC Manufacture and domestic RMB730,000,000 — 5%
(“Nanning Company”) trading of beer
Tsingtao Brewery (Changsha) Company Limited Changsha, the PRC Manufacture and domestic RMB68,000,000 70% 30%
(“Changsha Company”) trading of beer
Tsingtao Brewery Huadong Holding Company Limited ~ Shanghai, the PRC Investment holding RMBI100,000,000 100% —
Tsingtao Brewery Huadong Shanghai Sales Company ~ Shanghai, the PRC Domestic trading of beer RMB50,300,000 94.04% 5.96%
Limited
Tsingtao Brewery Huadong Nanjing Sales Company Nanjing, the PRC Domestic trading of beer RMBI,000,000 — 99.93%

Limited
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(@)

Investment in and loans to subsidiaries (continued)

Investments in subsidiaries (continued)

Name Place of Incorporation Principal activities Registered capital Interest held
Directly Indirectly
Tsingtao Brewery (Wuhu) Company Limited Wuhu, the PRC Manufacture and domestic RMB114,290,000 84.25% 15.75%
trading of beer
Tsingtao Brewery (Maanshan) Company Limited Maanshan, the PRC Manufacture and domestic RMBS5,000,000 94.12% 5.64%
trading of beer
Tsingtao Brewery Shanghai Songjiang Company Limited Shanghai, the PRC Manufacture and domestic US$36,640,000 5% 25%
(“Songjiang Company”) (a) (iii) trading of beer
Tsingtao Brewery (Shouguang) Company Limited Shouguang, the PRC~ Manufacture and domestic RMB60,606,060 99% —
trading of beer
Tsingtao Brewery (Weifang) Company Limited Weifang, the PRC Manufacture and domestic RMB75,000,000 100% —
trading of beer
Tsingtao Brewery No. 3 Company Limited Pingdu, the PRC Manufacture and domestic RMB230,000,000 99.78% 0.22%
trading of beer
Tsingtao Brewery (Xuzhou) Huaihai Sales Company Xuzhou, the PRC Domestic trading of beer RMB55,000,000 100% —
Limited
Tsingtao Brewery (Xuzhou) Company Limited Peixian, the PRC Manufacture and domestic RMB39,336,899 — 66%
trading of beer
Tsingtao Brewery (Xuzhou) Pengcheng Company Pengcheng, the PRC Manufacture and domestic RMB245,000,000 98.16% 1.84%
Limited trading of beer
Tsingtao Brewery (Xuecheng) Company Limited Xuecheng, the PRC Manufacture and domestic RMB45,000,000 — 85%
trading of beer
Tsingtao Brewery (Tengzhou) Company Limited Tengzhou, the PRC Manufacture and domestic RMB61,020,000 76.65% 23.35%
trading of beer
Tsingtao Brewery (Heze) Company Limited Heze, the PRC Manufacture and domestic RMB130,000,000 93.08% 6.92%
(“Heze Company”) trading of beer
Tsingtao Brewery (Sugian) Company Limited Sugian, the PRC Manufacture and domestic RMB25,000,000 62% 38%
trading of beer
Tsingtao Brewery (Taierzhuang) Malt Company Limited Taierzhuang, the PRC  Manufacture and domestic RMB3,000,000 — 90.20%
trading of malt
Beijing Tsingtao Brewery Three Ring Company Limited Beijing, the PRC Manufacture and domestic US528,900,000 29% 25%
(“Three Ring Company”) trading of beer
Beijing Five Star Tsingtao Brewery Company Limited ~ Beijing, the PRC Manufacture and domestic RMBS62,000,000 37.64% 25%

(“Five Star Company”)

trading of beer
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Name Place of Incorporation Principal activities Registered capital Interest held

Directly Indirectly

Tsingtao Brewery (Langfang) Company Limited Langfang, the PRC Manufacture and domestic RMB99,000,000 80.80% 19.20%
(“Langfang Company”) (a) (ii) trading of beer

Tsingtao Brewery Xi'an Han’s Group Company Limited ~ Xi'an, the PRC Manufacture and domestic RMB287,900,000 100% —
trading of beer

Tsingtao Brewery Weinan Company Limited Weinan, the PRC Manufacture and domestic RMB350,000,000 28% 2%
trading of beer

Tsingtao Brewery (Gansu) Nongken Company Limited ~ Lanzhou, the PRC Manufacture and domestic RMBI74,420,800 — 55.06%
(“Gansu Nongken Company”) trading of beer

Tsingtao Brewery Wuwei Company Limited Lanzhou, the PRC Manufacture and domestic RMB36,100,000 — 54.91%
trading of beer

Tsingtao Brewery Hansi Baoji Company Limited Baoji, the PRC Manufacture and domestic RMB30,000,000 — 100%
trading of beer

Tsingtao Brewery (Anshan) Company Limited Anshan, the PRC Manufacture and domestic RMB50,000,000 60% —
trading of beer

Tsingtao Brewery (Xingkaihu) Company Limited Jixi, the PRC Manufacture and domestic RMB130,000,000 100% —
trading of beer

Tsingtao Brewery (Mishan) Company Limited Mishan, the PRC Manufacture and domestic RMB23,400,000 100% —
trading of beer

Tsingtao Brewery (Haerbin) Company Limited Haerbin, the PRC Manufacture and domestic RMB52,000,000 100% —
trading of beer

Tsingtao Brewery (Penglai) Company Limited Penglai, the PRC Manufacture and domestic RMB37,500,000 80% —
trading of beer

Tsingtao Brewery (Rongcheng) Company Limited Rongcheng, the PRC~ Manufacture and domestic RMB20,000,000 70% —
trading of beer

Tsingtao Brewery Import/Export Company Limited Qingdao, the PRC Import/Export trading of beer RMBI1,000,000 100% —

Tsingtao Brewery (No. 5) Company Limited Qingdao, the PRC Manufacture and domestic RMB34,610,000 100% —
(“No. 5 Company”) trading of beer

Tsingtao Brewery (Pingyuan) Company Limited Pingyuan, the PRC Manufacture and domestic RMB25,000,000 100% —
trading of beer

Tsingtao Brewery (Rizhao) Company Limited Rizhao, the PRC Manufacture and domestic RMB290,000,000 100% —

trading of beer
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Investment in and loans to subsidiaries (continued)

Investments in subsidiaries (continued)

Name Place of Incorporation Principal activities Registered capital Interest held
Directly Indirectly
Chengdu Tsingtao Brewery Xinan Sales Chengdu, the PRC Domestic trading of beer RMB100,000,000 95% 5%
Company Limited
Tsingtao Brewery (Chongging) Company Limited Chongqing, the PRC ~ Manufacture and domestic RMB60,000,000 88.92% 11.08%
(*Chongqing Company”) trading of beer
Tsingtao Brewery (Luzhou) Company limited Luzhou, the PRC Manufacture and domestic RMBI11,110,000 — 95%
trading of beer
Tsingtao Brewery (Taizhou) Company Limited Taizhou, the PRC Manufacture and domestic RMB70,000,000 86.43% 13.57%
trading of beer
Tsingtao Brewery (Hong Kong) Trading Hong Kong, the PRC Trading of beer in Hong Kong HKS$40,500,000 100% —
Company Limited (“Hong Kong Company”)
Tsingtao Brewery (Hanzhong) Company Limited Hanzhong, the PRC Manufacture and domestic RMB29,410,000 — 66%
trading of beer
Tsingtao Brewery Beifang Sales Company Limited Beijing, the PRC Domestic trading of beer RMB89,980,000 95% 5%
Tsingtao Brewery (Suizhou) Company Limited Suizhou, the PRC Manufacture and domestic RMB24,000,000 — 90%
trading of beer
Tsingtao Brewery (Xiamen) Company Limited Xiamen, the PRC Manufacture and domestic RMBY0,000,000 — 100%
(*Xiamen Company”) trading of beer
Xiamen Tsingtao Brewery Dongnan Sales Company Xiamen, the PRC Domestic trading of beer RMB215,000,000 97.44% 2.56%
Limited (“Dongnan Sales Company”)
Tsingtao Brewery (Fuzhou) Company Limited Fuzhou, the PRC Manufacture and domestic US$26,828,100 — 100%
(“Fuzhou Company”) trading of beer
Tsingtao Brewery (Zhangzhou) Company Limited Zhangzhou, the PRC Manufacture and domestic RMB100,000,000 — 90%
trading of beer
Tsingtao Brewery (Jinan) Company Limited Jinan, the PRC Manufacture and domestic RMB3560,000,000 100% —
trading of beer
Tsingtao Brewery (Chengdu) Company Limited Chengdu, the PRC Manufacture and domestic RMB200,000,000 100% —
trading of beer
Tsingtao Brewery Yulin Company Limited Yulin, the PRC Manufacture and domestic RMB55,000,000 — 100%
(*Yulin Company”) trading of beer
Tsingtao Brewery (Yangzhou) Company Limited Yangzhou, The PRC Manufacture and domestic RMB3,000,000 20% —

(“Yangzhou Company”) (a) (iv)

trading of beer
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9 Investment in and loans to subsidiaries (continued
(a) Investments in subsidiaries (continued)

Name Place of Incorporation Principal activities Registered capital Interest held
Directly Indirectly

Tsingtao Brewery Cultural Communication Qingdao, the PRC Pre-packaged food, RMB3,500,000 100% —
Company Limited accommodation and design
Tsingtao Brewery Construction Company Limited Qingdao, the PRC Indoor decoration, industrial RMBI3,142,200 100% —

equipment fixing

Tsingdao Brewery Chengyang Sales Company Limited  Qingdao, the PRC Pre-packaged food RMBS,000,000 100% —
(“Chengyang Sales Company”) (a) (i)

Tsingtao Brewery Chenzhou Sales Company Limited ~ Chenzhou, the PRC Domestic trading of beer RMB1,000,000 — 100%

Tsingtao Beer (Jinan) Baotuquan Sales Company Jinan, the PRC Domestic trading of beer RMB20,000,000 — —
Limited (“Baotuquan Company”) (a) (v)

Notes:
i. New subsidiaries established

Subsidiaries of Tsingtao Brewery Machinery and Equipment Company Limited and Chengyang Sales Company were newly
established during the year.

ii. Increase in registered capital of a subsidiary

In accordance with the Board Resolutions approved in August 2009, the Company converted its loans to Langfang Company with an
amount of RMB79,000,000 into equity investment.

iii. Acquisition of minority interests of subsidiaries

During the year, Hong Kong Company acquired 25% share of minority interest of Songjiang Company with a consideration of
approximately RMB51,250,000; and Huanan Holding Company acquired 21.35% share of minority interest of Zhuhai Company
with a consideration of RMB25,600,000 and 11.2% share of minority interest of Chenzhou Company with a consideration of
approximately RMB9,321,000.

The differences between the consideration paid and the relevant shares acquired of the carrying value of net assets of the
subsidiaries are recorded in equity (Note 20).

iv. Pursuant to the agreements entered into between the Group and Tsingtao Brewery Group Company (“TB Group Company”) in
January 2003 and December 2004 respectively, TB Group Company, being the majority equity owner of Yangzhou Company,
entrusted the Company to control the operations and management of Yangzhou Company. In addition, a majority of the members
of the board of directors of Yangzhou Company are also appointed by the Company. Accordingly, Yangzhou Company and its
subsidiary Yangzhou Zhongdan Brewery Materials Recycling Company Limited have been consolidated as subsidiaries of the Group
because the Group has control over its financial and operating decisions.

V. In June 2009, TB Group Company acquired 100% share of interest of Baotuquan Company from a third party, Shandong
Commercial Group General Corporation (“Lushang Group”). On 27 July 2009, the Company entered into a one-year entrust
agreement with TB Group Company. Pursuant to the agreement, the Company has been entitled to all entrusted rights, including
the control and operation rights, appointment of board members other than the right to dispose the equity in Baotuquan Company.
Effectively, Baotuquan Company was fully consolidated from the date on which control is transferred to the Group.

On 1 March 2010, the Company entered into an agreement with TB Group Company to obtain 100% equity interest of Baotuquan
Company. The transaction is still in legal procedures when these financial statements are approved. Detailed information is given in
Note 38.
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(b)

Investment in and loans to subsidiaries (continued)

Investments in subsidiaries (continued)

Notes: (Continued)
v. (Continued)

The fair value of assets and liabilities of Baotuquan Company consolidated as of 27 July 2009 is as follows:

RMB’000
Cash and cash equivalents 944
Property, plant and equipment (Note 7) 5
Intangible assets (Note 8) 95,276
Deferred tax assets 3,012
Trade and other receivables 40,731
Trade and other payables (33,532)
Deferred tax liabilities (Note 22) (23,819)
Fair value of net assets 82,617
Minority interest (82,617)
Total purchase consideration —
Purchase consideration settled in cash —
Cash and cash equivalents in subsidiary acquired 944
Cash inflow on acquisition 944

The amount of the profit of Baotuquan Company since the acquisition date included in the consolidated financial statements is
immaterial.

vi. Subsidiaries liquidated

Xi’an Fengyuan Materials Recycling Company Limited was deregistered during the year and no material gain or loss occurred from
the liquidation.

As at 31 December 2009, all the subsidiaries owned by the Company are limited liability companies.

Loans to subsidiaries

Company
2009 2008
RMB’000 RMB’000
Loans to subsidiaries 928,713 1,218,383

The loans to subsidiaries are unsecured, interest bearing and denominated in RMB. According to the Group’s long-term
supporting strategy to subsidiaries, these loans are renewable upon their maturity and the directors consider the loans to
subsidiaries as non-current assets. The carrying amount of these borrowings approximated to their respective fair values as

at 31 December 2009, the effective interest rates are similar to the market interest rate.

The Company performed impairment tests on the carrying amounts of its investments in and loans to subsidiaries in
accordance with the accounting policy as stated in Note 2.7. Because of the revised business strategy implemented in
the operating segment and less optimistic estimated future expected operating results in the respective subsidiaries,
approximately a total of RMB104,302,000 and RMB24,000,000 of impairment provisions were recognised for the
investment in subsidiaries and loans to subsidiaries respectively in 2009.
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Interests in jointly controlled entity — Group
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— Group

2009 2008

RMB’000 RMB’000

At 1 January — 577
Share of results of jointly controlled entity — (577)

At 31 December

The Group’s share of the results of its jointly controlled entity, which is unlisted, and its aggregated assets and liabilities,

are as follows:

Country of

Name incorporation Assets Liabilities Revenues Loss interest held
2008
Tsingtao Brewery Equipment

Manufacture Company Limited

(“Equipment Manufacture”) PRC 5,648 6,372 1,699 (1,304) 50%
2009
Equipment Manufacture PRC 4,422 5,327 3,503 (180) 50%

As the Group’s share of losses of Equipment Manufacture has exceeded its interest in it, the Group has discontinued
recognising its share of further losses amounting to RMB180,000 (2008: RMB725,000) for Equipment Manufacture. The

accumulated losses not recognised were RMB905,000 (2008: RMB725,000).

There are no contingent liabilities relating to the Group’s interest in the jointly controlled entity, and no contingent

liabilities of the venture itself.

Interests in associates

Group Company

2009 2008 2009 2008

RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 28,697 27,882 7,200 7,200
Addition 120,025 215 120,025 —
Share of results of associates 1,950 600 — —
Dividends received (2,541) — — —
Disposals (682) — (600) —
At 31 December 147,449 28,697 126,625 7,200

Investments in associates at 31 December 2009 include goodwill of approximately RMB9,641,000 (2008: nil).

In the opinion of the directors, the underlying values of the associates as at 31 December 2009 were not less than the

carrying amounts of these investments.
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10 Interests in jointly controlled entity and associates — Group (continued)
(b) Interests in associates (continued)

The Group’s share of the results of its principal associates, all of which are unlisted, and its aggregated assets (including
goodwill) and liabilities, are as follows:

Country of
Name incorporation Assets Liabilities Revenues Profit/(Loss) interest held
2008
Liaoning Shenging Tsingtao
Brewery Company Limited
(“Liaoning Shenging”) PRC 5,429 3,084 96,099 893 30%
Tsingtao Beer and Asahi Beverages
Company Limited (“Asahi
Beverage”) PRC 33,529 23,269 14,747 (4,186) 40%
Tsingtao Brewery Import&Export
S.ARL France 10,744 9,508 26,962 (493) 40%
Qingdao Zhaoshang Logistics
Company Limited (“Zhaoshang
Logistics”) PRC 22,072 7,980 26,163 4,386 30%
71,774 43,841 163,971 600
2009
Liaoning Shenqing
PRC 8,248 5,330 110,372 423 30%
Asahi Beverage (i)
PRC 17,831 12,401 5,588 (4,830) 40%
Tsingtao Brewery
Import&Export S.A.R.L
France 11,196 9,594 25,384 343 40%
Zhaoshang Logistics
PRC 21,279 4,781 78,137 4,947 30%
Yantai Asahi (i) PRC 157,519 46,179 127,707 1,067 39%
216,073 78,285 347,188 1,950
Notes:
i The remaining 60% share of interest of Asahi Beverage was acquired by the Group in January 2010 (Note 38).

ii. 39% share of interest of Yantai Asahi was acquired by the Company with the details listed below:

RMB’000
Total consideration 120,025
Fair value of share interest acquired (110,384)

Goodwill 9,641
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Financial instruments by category — Group and Company

Group

31 December 2009

Loans and Available-
Receivables Derivatives for-sale Total
RMB’000 RMB’000 RMB’000 RMB’000
Assets as per balance sheets

Available-for-sale financial assets (Note 13) — — 5,369 5,369

Trade and other receivables excluding prepayments
(Note 14) 236,588 — — 236,588
Cash and cash equivalents (Note 16) 5,307,575 — — 5,307,575
5,544,163 — 5,369 5,549,532

31 December 2008
Loans and Available-
Receivables Derivatives for-sale Total
RMB’000 RMB’000 RMB’000 RMB’000
Assets as per balance sheets

Available-for-sale financial assets (Note 13) — — 10,085 10,085
Derivative financial instruments — 1,763 — 1,763

Trade and other receivables excluding prepayments
(Note 14) 228,889 — — 228,889
Cash and cash equivalents (Note 16) 2,381,044 — — 2,381,044
2,609,933 1,763 10,085 2,621,781

31 December 2009

31 December 2008

Other financial
liabilities at
amortised cost

Other financial

liabilities at
amortised cost

RMB’000 RMB’000
Liabilities as per balance sheets
Borrowings excluding finance lease liabilities (Note 21) 1,406,849 1,569,990
Loan due to a former shareholder (Note 37(e)) — 107,890
Finance lease liabilities (Note 21) 5,102 7,026
Trade and other payables excluding deposits and advances
from customers (Note 24) 4,178,789 3,746,172
5,590,740 5,431,078
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11 Financial instruments by category — Group and Company (continued)

(b)

Company

31 December 2009

Loans and Available-
Receivables Derivatives for-sale Total
RMB’000 RMB’000 RMB’000 RMB’000
Assets as per balance sheets

Available-for-sale financial assets (Note 13) — — 4,685 4,685

Trade and other receivables excluding prepayments
(Note 14) 115,230 — — 115,230
Cash and cash equivalents (Note 16) 3,646,814 — — 3,646,814
Loans to subsidiaries (Note 9(b)) 928,713 — — 928,713
4,690,757 — 4,685 4,695,442

31 December 2008
Loans and Available-
Receivables Derivatives for-sale Total
RMB’000 RMB’000 RMB’000 RMB’000
Assets as per balance sheets

Available-for-sale financial assets (Note 13) — — 7,055 7,055
Derivative financial instruments — 1,763 — 1,763

Trade and other receivables excluding prepayments
(Note 14) 106,700 — — 106,700
Cash and cash equivalents (Note 16) 1,408,380 — — 1,408,380
Loans to subsidiaries (Note 9 (b)) 1,218,383 — — 1,218,383
2,733,463 1,763 7,055 2,742,281

31 December 2009

31 December 2008

Other financial
liabilities at
amortised cost

Other financial
liabilities at
amortised cost

RMB’000 RMB’000
Liabilities as per balance sheets
Borrowings excluding finance lease liabilities (Note 21) 1,368,896 1,409,698
Trade and other payables excluding deposits and advances
from customers (Note 24) 1,497,570 1,131,418
2,866,466 2,541,116




—xx s P
ANNUAL REPORT 2009

Notes to the Consolidated Financial Statements

12 Credit quality of financial assets — Group and Company

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to historical information

about counterparty default rates:

(a) Trade receivables

The Group has a policy in place that sales are on cash on delivery terms for most of the domestic customers, and letters of

credit have to be received for overseas customers. Only certain long-term overseas distributors with good credit history and

certain domestic distributors are granted credit terms ranging from three to six months.

(b) Cash and bank and short-term bank deposits

Group Company

2009 2008 2009 2008

RMB’000 RMB’000 RMB’000 RMB’000

Cash on hand 752 741 142 185
State-owned banks in the PRC 3,273,341 1,281,327 2,361,382 884,882
Listed commercial banks in the PRC 1,591,502 852,933 884,350 392,324
Foreign invested banks 162 1,790 — —
Other domestic banks in the PRC 441,818 244,253 400,940 130,989
5,307,575 2,381,044 3,646,814 1,408,380

All banks deposits are with respectable banks. None of the bank deposits is considered as exposure to major credit risk.

None of the financial assets that are fully performing has been renegotiated in the last year.

13 Available-for-sale financial assets — Group and Company

Group Company

2009 2008 2009 2008

RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 10,085 20,223 7,055 12,496

Fair value gains/(losses) transfer to equity 4,082 (10,138) 2,695 (5,441)

Net gains transfer from equity (7,294) — (4,565) —

Disposals (1,504) — (500) —

At 31 December 5,369 10,085 4,685 7,055

Less: non-current portion (5,369) (10,085) (4,685) (7,055)

Current portion — _ — _

Including:

Listed securities

— Equity securities — PRC — 4,416 — 2,370

Unlisted equity investment 5,369 5,669 4,685 4,685

5,369 10,085 4,685 7,055

The Group removed profits of RMB7,294,000 (2008: nil) from equity into the income statement.

The available-for-sale financial assets are denominated in RMB. None of these financial assets are either past due or impaired.
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14 Trade and other receivables — Group and Company

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables (a)
— third parties 288,934 285,539 76,972 64,596
— related parties 55,696 45,320 52,278 45,320
344,630 330,859 129,250 109,916
Less: provision for impairments (252,035) (249,406) (82,954) (77,322)
Trade receivables — net 92,595 81,453 46,296 32,594
Bills receivables (b) 10,750 9,055 6,500 3,850
Prepayments (c)
— third parties 129,812 221,283 2,559 9,941
— related parties 9,421 4,173 4,500 —
139,233 225,456 7,059 9,941
Deposits and other receivables (c)
— third parties 204,588 211,826 87,277 96,730
— related parties 2,886 2,187 698 —
207,474 214,013 87,975 96,730
Less: Provision for impairments (74,231) (75,632) (25,541) (26,474)
Deposits and other receivables — net 133,243 138,381 62,434 70,256
375,821 454,345 122,289 116,641

The net book value of trade and other receivables approximated to their fair value as at 31 December 2009 and 31 December
2008.

The carrying amounts of the Group’s trade and other receivables are denominated in the following currencies:

2009 2008

RMB’000 RMB’000

RMB 287,160 385,907
HK dollar 54,277 33,350
Euro 17,241 15,285
US dollar 15,779 18,546
CAD 1,364 1,257

375,821 454,345
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14 Trade and other receivables — Group and Company (continued)

(@)

Trade receivables

At 31 December 2009 and 2008, the Group’s ageing analysis of trade receivables were as follows:

31 December 2009 31 December 2008
Provision for Balance Provision for Balance
impairment of after impairment of after
Amount receivable provision Amount receivable provision
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Less than 1 year 90,932 (804) 90,128 80,843 (835) 80,008
1 to less than 2 years 2,134 (1,029) 1,105 681 (209) 472
2 to less than 3 years 633 (3%4) 239 3,828 (3,828) —
Over 3 years 250,931 (249,808) 1,123 245,507 (244,534) 973
344,630 (252,035) 92,595 330,859 (249,406) 81,453

At 31 December 2009 and 2008, the Group’s ageing analysis of trade receivables were as follows:

31 December 2009 31 December 2008
Provision for Balance Provision for Balance
impairment of after impairment of after
Amount receivable provision Amount receivable provision
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Less than 1 year 47,097 (801) 46,296 32,594 ®) 32,589
1 to less than 2 years — — — 352 (347) 5
Over 3 years 82,153 (82,153) — 76,970 (76,970) —
129,250 (82,954) 46,296 109,916 (77,322) 32,594

The majority of the Group’s domestic sales are transacted at cash on delivery terms. For export sales transacted out of the
PRC, they are mainly covered by letters of credit. Credit is only granted to customers with good credit history. There is no
concentration of credit risk with respect to the trade receivables balances since the Group has a large number of customers
which are nationally dispersed.

The Group makes specific impairment provision against its doubtful trade receivables balances based on the credit status
of the customers and the existence of any evidence which indicates that a portion or the full amount of the outstanding
balance is uncollectible.

As of 31 December 2009, trade receivables of approximately RMBI1,406,000 (2008: RMB527,000) were past due but not
impaired. These relate to a number of independent customers for whom there is no recent history of default. The ageing
analysis of these trade receivables is as follows:

2009 2008

RMB’000 RMB’000

Less than 1 year 44 527
Over | year 1,362 —

1,406 527
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14 Trade and other receivables — Group and Company (continued)
(a) Trade receivables (continued)

As of 31 December 2009, trade receivables of approximately RMB252,408,000 (2008: RMB251,477,000) were impaired.
The amount of the provision was approximately RMB252,035,000 as of 31 December 2009 (2008: RMB249,406,000). The
individually impaired receivables mainly relate to distributors who are in difficult economic situations. It was assessed that
a portion of the receivables is expected to be recovered. The ageing of these impaired receivables is as follows:

2009 2008
RMB’000 RMB’000
Less than 1 year 72 1,461
1 year to less than 2 years 2,134 681
2 years to less than 3 years 394 3,828
Over 3 years 249,808 245,507
Total 252,408 251,477
Movements in the provision for impairment of trade receivables are as follows:
2009 2008
RMB’000 RMB’000
At 1 January (249,4006) (234,853)
Provision for receivable impairment (5,221) (15,060)
Receivables written off during the year as uncollectible 2,592 507
At 31 December (252,035) (249,406)

The provision for impaired receivables have been included in ‘distribution costs’ in the income statement. Amounts charged
to the allowance account are generally written off when there is no expectation of recovery.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned above.
The Group does not hold any collateral as security.

(b) Bills receivables

As of 31 December 2009, bills receivables are generated from sales transactions, and the ageing of the bills receivables is
all within 6 months.

(c) Prepayment, deposits and other receivables

At 31 December 2009 and 2008, prepayment, deposits and other receivables represent the followings:

Group Company

2009 2008 2009 2008

RMB’000 RMB’000 RMB’000 RMB’000

Prepayments 139,233 225,456 7,059 9,941
Staff advance 24,306 21,699 5,392 5,712
Prepayment of land use rights 35,434 17,992 17,442 —
Deposits 15,053 24,635 3,010 2,833
VAT refund 3,085 7,264 — —
Others 129,596 142,423 62,131 88,185
346,707 439,469 95,034 106,671
Less: provision for impairment (74,231) (75,632) (25,541) (26,474)

272,476 363,837 69,493 80,197
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14 Trade and other receivables — Group and Company (continued)

©

Prepayment, deposits and other receivables (continued)

At 31 December 2009 and 2008, the Group’s ageing analysis of prepayment, deposits and other receivables were as follows:

31 December 2009

31 December 2008

Provision for Balance Provision for Balance

impairment of after impairment of after

Amount receivable provision Amount receivable provision

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Less than | year 224,207 (190) 224,017 325,825 (749) 325,076
1 to less than 2 years 24,002 (545) 23,457 25,470 (993) 24477
2 to less than 3 years 4,387 (1,307) 3,080 4,686 (1,978) 2,708
Over 3 years 94,111 (72,189) 21,922 83,488 (71,912) 11,576
346,707 (74,231) 272,476 439,469 (75,632) 363,837

At 31 December 2009 and 2008, the Group’s ageing analysis of prepayment, deposits and other receivables were as follows:

31 December 2009

31 December 2008

Provision for Balance Provision for Balance
impairment of after impairment of after
Amount receivable provision Amount receivable provision
RMB’000 RMB’000 RMB’000 RMB000 RMB’000 RMB’000
Less than 1 year 47,048 — 47,048 36,861 — 36,861
1 to less than 2 years 4,236 — 4,236 2,650 — 2,650
2 to less than 3 years 82 (75) 7 40,585 (100) 40,485
Over 3 years 43,668 (25,466) 18,202 26,575 (26,374) 201
95,034 (25,541) 69,493 106,671 (26,474) 80,197

Movements in the provision for impairment of prepayment, deposits and other receivables were as follows:
2009 2008
RMB’000 RMB’000
At 1 January (75,632) (75,041)
Provision for impairment (425) (2,071)
Receivables written off during the year as uncollectible 1,826 1,480
At 31 December (74,231) (75,632)
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15 Inventories — Group and Company

Group Company

2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000

Raw materials, packaging materials and
auxiliary materials 1,440,226 2,210,611 271,639 499,166
Work-in-progress 234,984 279,098 39,919 54,548
Finished goods 202,169 266,628 93,688 89,984
Inventories, net 1,877,379 2,756,337 405,246 643,698

The cost of inventories recognised as expense and included in ‘cost of sales’ amounted to approximately RMB8,046,544,000
(2008: RMB7,530,045,000).

The Group recognised the write-down of inventories with an amount of approximately RMB31,671,000 and reversed a previous

provision of RMB704,700 in 2009. The amounts recognised and reversed have been included in ‘cost of sales’ in the income
statement.

16 Cash and cash equivalents — Group and Company

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Cash at bank and on hand 5,307,575 2,380,044 3,646,814 1,408,380
Short-term bank deposits — 1,000 — —
5,307,575 2,381,044 3,646,814 1,408,380

17 Income tax recoverable — Group and Company

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Income tax recoverable 9,979 55,276 — 45,979

As at 31 December 2009, the balance of Income tax recoverable represents the current tax assets of the Group that could not be
offset against current tax liabilities for the entities do not have legally enforceable right to make a single net payment.
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18 Share capital — Group and Company

PRC public PRC Overseas
Number of shares subject public shares public shares
shares  to restriction (“A Shares”) (“H Shares”) Total
Thousands RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2008 1,308,219 417,395 235,755 655,069 1,308,219
At 31 December 2008 1,308,219 417,395 235,755 655,069 1,308,219
Proceeds from A shares issued
(Note 21(b)) 42,764 — 42,764 — 42,764
At 31 December 2009 1,350,983 417,395 278,519 655,069 1,350,983
Notes:
i. As at 31 December 2009, the total authorised number of ordinary shares is 1,350,982,795 shares (2008: 1,308,219,178 shares) with a par

value of RMBI per share (2008: RMBI per share). All issued shares are fully paid.

ii. On 19 October 2009, the Company issued 42,763,617 new A-shares with a net proceeds of approximately RMBI,187,101,000 as a result
of exercise subscription warrants attached with the Company’s convertible bonds (Note21(b)). The related transaction costs amounting to
approximately RMB2,583,000 have been netted off with the proceeds.

On 23 January 2009, the former second largest shareholder Anheuser-Busch InBev S.A. (“InBev S.A.”), which indirectly
held 27% H share interest of the Company entered into an agreement with Asahi Breweries, Ltd. (“Asahi Breweries”) to sell
approximately 19.99% H share interest held by its fully subsidiary, A-B Jade Hong Kong Holding Company Limited (“A-B Jade”).
The relevant legal procedure of the transaction was completed on 6 May 2009 and after the transaction, Asahi Breweries became
the second largest shareholder with 19.99% H share interest of the Company.

On 7 May 2009, A-B Jade entered into an agreement with Mr. Chen Fashu to sell approximately 7.01% H share interest of the

Company. The relevant legal procedure of the transaction was completed on 24 June 2009. Thereafter, InBev S.A. was no longer
the shareholder of the Company.

19 Retained earnings — Group and Company

Group Company

RMB’000 RMB’000

At 1 January 2008 568,105 613,237
Profit for the year 699,554 403,608
Profit appropriation to statutory surplus reserve (40,889) (40,889)
Dividends paid relating to 2007 (287,808) (287,808)
At 31 December 2008 938,962 688,148
At 1 January 2009 938,962 688,148
Profit for the year 1,253,291 770,535
Profit appropriation to statutory surplus reserve (77,435) (77,435)
Dividends paid relating to 2008 (327,055) (327,055)

At 31 December 2009 1,787,763 1,054,193
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20 Other reserves — Group and Company

(a) Group
Share Capital
premium reserve Total
RMB’000 RMB’000 RMB’000

At 1 January 2008 3,058,231 75,508 3,632,861
Aavailable-for-sale financial assets

— fair value losses — (9,794) (9,794)

— tax on fair value losses — 2,449 2,449
Translation difference — — 156
Acquisition of minority interests in

subsidiaries (115,442) — (115,442)
Equity component of convertible bonds,

net of transaction costs (Note ii) — 380,490 380,490
Deferred tax arising on initial recognition of

convertible bonds at fair value — (97,426) (97,426)
Profit appropriation to surplus reserve

(Note iii) — — 40,889
Others — 874 874
At 31 December 2008 2,942,789 352,101 3,835,057
Available-for-sale financial assets

— fair value gains — 4,082 4,082

— tax on fair value gains — (1,021) (1,021)

— transfers to income statement — (7,294) (7,294)

— tax on transfers to income statement — 1,824 1,824
Translation difference — — 240
Acquisition of minority interests in

subsidiaries (Note 9(a)iii) 27,174 — 27,174
Equity component of convertible bonds,

net of transaction costs (Note ii) 380,490 (380,490) —
Deferred tax arising on initial recognition of

convertible bonds at fair value (97,426) 97,426 —
Profit appropriation to surplus reserve

(Note iii) — — 77,435
Proceeds from issuance of ordinary shares

related to exercise of warrants subscription

(Note 21(b)) 1,144,337 — 1,144,337
At 31 December 2009 4,397,364 66,628 5,081,834
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20 Other reserves — Group and Company (continued)

(b)

Company
Share Capital Surplus
premium reserve reserve Total
RMB’000 RMB’000 RMB’000 RMB’000
(Note i)

At 1 January 2008 3,058,231 55,766 495,219 3,609,216
Available-for-sale financial assets

— fair value losses — (5,441) — (5,441)

— tax on fair value losses — 1,361 — 1,361
Equity component of convertible bonds,

net of transaction costs — 380,490 — 380,490
Deferred tax arising on initial recognition of

convertible bonds at fair value — (97,426) — (97,426)
Profit appropriation to surplus reserve — — 40,889 40,889
At 31 December 2008 3,058,231 334,750 536,108 3,929,089
Available-for-sale financial assets

— fair value gains — 2,695 — 2,695

— tax on fair value gains — (674) — (674)

— transfers to income statement — (4,565) — (4,565)

— tax on transfers to income statement — 1,141 — 1,141
Equity component of convertible bonds,

net of transaction costs 380,490 (380,490) — —
Deferred tax arising on initial recognition of

convertible bonds at fair value (97,426) 97,426 — —
Profit appropriation to surplus reserve — — 77,435 77,435
Proceeds from issuance of ordinary shares related

to exercise of warrants subscription (Note 21(b)) 1,144,337 — — 1,144,337
At 31 December 2009 4,485,632 50,283 613,543 5,149,458
Notes:

iii.

Surplus reserve

According to the Articles of Association of the Company and the Company Law of the PRC, the Company has to set aside 10% of its
net profit after taxation under the PRC accounting standards for the statutory surplus reserve (except where the reserve balance has
reached 50% of the paid-up share capital of the Company). These reserves are not distributable as cash dividends but shall be used
to make good the losses of the Company or converted into additional capital.

The equity component of convertible bonds, net of transaction costs is as follows:

RMB’000

Equity component of convertible bonds 389,702
Less: transaction costs 9,212)
380,490

With the exercise period ended on 19 October 2009 (Note 21(b)), the equity component of convertible bonds and the deferred tax
related was transferred to ‘share premium’.

Basis of profit distribution and appropriation

In accordance with the Company’s Articles of Association and Document Cai Kuai Zi [1995] No. 31 issued by the State Ministry
of Finance, appropriations to surplus reserves should be made based on the amount of profits as determined in accordance with
the PRC accounting standards and regulations. The Company declares dividends based on the lower of distributable profits of the
Company reported under the PRC accounting standards and HKFRS.
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21 Borrowings — Group and Company

Group Company

2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000

Non-current
Bank borrowings (a) 28,267 15,868 — —
Convertible bond (b) 1,198,896 1,137,179 1,198,896 1,137,179
Finance lease liabilities (¢) 2,976 4,461 — —
1,230,139 1,157,508 1,198,896 1,137,179

Current

Bank borrowings (a) 179,686 416,943 170,000 272,519
Finance lease liabilities (¢) 2,126 2,565 — —
181,812 419,508 170,000 272,519
Total borrowings 1,411,951 1,577,016 1,368,896 1,409,698

(a) Bank borrowings

At 31 December 2009 and 2008, the exposure of the Group’s borrowings to interest rate changes, the contractual repayable

dates and the contractual repricing dates are as follows:

Group
31 December 2009 31 December 2008
Short-term Long-term Short-term Long-term
bank loans bank loans Total bank loans bank loans Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Repayable:
— Within 1 year 153,472 26,214 179,686 414,907 2,036 416,943
— Between | and 5 years — 22,557 22,557 — 7,899 7,899
— Over 5 years — 5,710 5,710 — 7,969 7,969
153,472 54,481 207,953 414,907 17,904 432,811
Less: Portion due within 1 year (153,472) (26,214) (179,686) (414,907) (2,036) (416,943)
Long-term portion — 28,267 28,267 — 15,868 15,868
Company
2009 2008
RMB’000 RMB’000
Bank loans, repayable within 1 year 170,000 272,519

The carrying amounts of both current borrowings and non-current borrowings approximate their fair values, as the impact
of discounting is not significant.
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21 Borrowings — Group and Company (continued)

@)

(b)

Bank borrowings (continued)

The effective interest rates of bank borrowings at the balance sheet date were as follows:

2009 2008
RMB HKS$ Uss RMB HKS$ US$
Group 4.84% 1.53% — 5.28% 3.89% 6.12%
Company 5.58% — — 6.11% — 6.12%

As at 31 December 2009, loans of the Group amounting to approximately RMB6,051,000 (2008: RMB6,464,000),
RMB10,003,000 (2008: RMBI11,440,000) and RMB2,000,000 (2008: nil) were guaranteed by the Beijing Development
and Reform Committee, Beijing Branch of Bank of China and TB Group Company, respectively; loan of approximately
RMB38,426,000 (2008: nil) was guaranteed by Qingdao North No. 1 Branch of Bank of Communication with the banking
facility authorised to the Company; and loans of RMB67,000,000 (2008: RMBS55,000,000) were entrusted by TB Group
Company.

The carrying amounts of the borrowings are denominated in the following currencies.

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
RMB 81,000 239,800 170,000 170,000
Hong Kong dollars 110,899 72,588 — —
US dollars — 102,519 — 102,519
Euro 10,003 11,440 — —
Danish Krone 6,051 6,464 — —
207,953 432,811 170,000 272,519

As at 31 December 2009, the Group had aggregate unutilised short term loan facilities of approximately RMB4,855,000,000
(2008: RMB700,000,000). All are expiring within a year with floating interest rates to be charged on the amount to be
drawn down.

Convertible bond

Approved by the Circular [2008] No. 445 issued by the China Securities Regulatory Commission, the Company issued
15,000,000 units of 0.8% coupon convertible bonds with attached warrants subscription rights on 2 April 2008. The
bonds would mature in 6 years from the issue date at a par value of RMBI100 per unit, and total nominal value of
RMBI1,500,000,000. The eventual holders of the convertible bonds could obtain 7 units of warrants per bond, and the total
warrants issued would reach 105 million units. The duration of the warrants was lasted for 18 months since the warrants
were listed, and the exercise period was the last 5 days of the duration, which was from 13 October 2009 to 19 October
2009. The initial exercise rate for the warrants was 2:1, which means the holders have warrants subscription rights to
subscribe newly issued A shares of the Company at the rate of 2 units per warrant.

Upon the exercise period ended on 19 October 2009, 85,529,792 units of warrants were exercised and as a result, 42,763,617
A shares of the Company were issued with a net proceeds of approximately RMBI,187,101,000. The total number of the
Company’s shares was increased from 1,308,219,178 to 1,350,982,795, and the Company’s share premium was increased
approximately RMBI,144,337,000.
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21

(b)

Borrowings — Group and Company (continued)
Convertible bond (continued)

The fair value of the liability component, included in non-current borrowings, was calculated using a market interest rate
for a non-convertible bond in the market with equivalent terms.

The convertible bond recognised in the balance sheet is calculated as follows:

Group and Company

2009 2008

RMB’000 RMB’000

Liability component at 1 January 1,137,179 —
Face value of the convertible bond issued on 2 April 2008 — 1,500,000
Equity component (Note 20(ii)) — (389,702)
Transaction costs attributable to liability component — (26,245)
Liability component on initial recognition at 2 April 2008 — 1,084,053
Interest expenses 73,717 53,126
Interest paid (12,000) —
Liability component at 31 December 1,198,896 1,137,179

The fair value of the liability component of the convertible bond at 31 December 2009 amounted to approximately
RMBI,198,896,000. The fair value is calculated using cash flow discounted at the rate of 6.1%.

Finance lease liabilities

Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in the event of default.

As at 31 December

2009 2008
RMB’000 RMB’000

Gross finance lease liabilities — minimum lease payments
No later than 1 year 2,565 2,565
Later than 1 year and no later than 2 years 2,565 2,565
Later than 2 years and no later than 3 years 640 2,565
Later than 3 years — 640

5,770 8,335
Less: Future finance charges on finance leases (668) (1,309)
Present value of finance lease liabilities 5,102 7,026
The present value of finance lease liabilities is as follows:
No later than 1 year 2,126 2,565
Later than 1 year and no later than 2 years 2,352 2,126
Later than 2 years and no later than 3 years 624 1,711
Later than 3 years — 624

5,102 7,026
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22 Deferred income tax — Group and Company

The analysis of deferred tax assets and deferred tax liabilities is as follows:

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Deferred tax assets:
— Deferred tax assets to be recovered within
12 months 240,843 94,930 95,397 11,796
Deferred tax liabilities:
— Deferred tax liabilities to be recovered after
more than 12 months (31,071) (12,289) — —
— Deferred tax liabilities to be recovered
within 12 months (3,210) (828) — —
(34,281) (13,117) — —
Deferred tax assets (net) 206,562 81,813 95,397 11,796
The gross movement in the deferred income tax account is as follows:
Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 81,813 157,748 11,796 118,597
Acquisition of subsidiary (Note 9(a)v) (23,819) — —
Tax charge relating to components of other
comprehensive income 871 2,535 467 1,361
Tax credited/(charged) to the income statement
(Note 30(a)) 147,697 18,956 83,134 (10,736)
Tax charged directly to equity (Note 20(a)) — (97,426) — (97,426)
At 31 December 206,562 81,813 95,397 11,796

The movement in deferred income tax assets and liabilities during the year, without taking into consideration the offsetting of

balances within the same tax jurisdiction, is as follows:

(i) Deferred tax assets

Group
Advertising Loss on
Depreciation expenses not Accruals not derivative Deferred
differences  tax deductible Impairment  tax deductible financial government Deductible

of fixed assets  in current year provision in current year instruments grants tax losses Total

RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000

At 1 January 2008 2,181 38,858 12,452 112,092 5,700 3,500 — 174,783
(Charged)/credited to the income statement (140) (38,858) (248) 50,810 (5,700) 8,202 — 14,066
At 31 December 2008 2,041 — 12,204 162,902 — 11,702 — 188,849
(Charged)/credited to the income statement (352) — (647) 137,684 (10,230) 3,065 129,520
At 31 December 2009 1,689 — 11,557 300,586 — 1472 3,005 318,369
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22 Deferred income tax — Group and Company (continued)

(i) Deferred tax assets (continued)

Company
Advertising Accruals Loss on
expenses not not tax derivative Deferred
tax deductible Impairment deductible in financial government
in current year provision current year instruments grants Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2008 38,858 328 75,539 5,700 — 120,425
(Charged)/credited to the income
statement (38,858) 358 27,634 (5,700) 1,800 (14,766)
At 31 December 2008 — 686 103,173 — 1,800 105,659
(Charged)/credited to the income
statement — — 69,064 — (1,800) 67,264
At 31 December 2009 — 686 172,237 — — 172,923
(ii) Deferred tax liabilities
Group
Gains on
Depreciation available- Gains on
and for-sale derivative
amortisation financial financial Convertible
differences assets instruments bonds Total
RMB’000 RMB000 RMB’000 RMB’000 RMB’000
At 1 January 2008 (13,629) (3,400) — — (17,035)
(Charged)/credited to the income statement 860 — (441) 4,471 4,890
Credited relating to components of other
comprehensive income — 2,535 — — 2,535
Charged to equity — — — (97,426) (97,426)
At 31 December 2008 (12,769) (871) (441) (92,955) (107,036)
Credited to the income statement 2,307 — 441 15,429 18,177
Credited relating to components of other
comprehensive income — 871 — — 871
Acquisition of a subsidiary (Note 9(a)v) (23,819) — — — (23,819)

At 31 December 2009 (34,281) — — (77,526) (111,807)
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22 Deferred income tax — Group and Company (continued)

(i)

23

Deferred tax liabilities (continued)

Company
Gains on
available- Gains on
for-sale derivative
financial financial Convertible
assets instruments bonds Total
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2008 (1,828) — — (1,828)
(Charged)/credited to the income statement — (441) 4,471 4,030
Credited relating to components of other
comprehensive income 1,361 — — 1,361
Charged to equity — — (97,426) (97,426)
At 31 December 2008 467) (441) (92,955) (93,863)
Credited to the income statement — 441 15,429 15,870
Credited relating to components of other
comprehensive income 467 — — 467
At 31 December 2009 — — (77,526) (77,526)

As at 31 December 2009, deferred tax assets were mainly recognised for temporary differences arising from depreciation
and amortisation differences of those assets acquired in business combinations, impairment loss provision against fixed
assets and financial assets, and certain promotion expenses and accrual of expenses not deductible for current year income
tax, to the extent that realisation of such tax benefits through future taxable profits is probable.

The Group had unrecognised deferred tax assets aggregated to approximately RMB394,271,000 as at 31 December
2009 (2008: RMB506,031,000), which were mainly attributable to accumulated tax losses of certain subsidiaries of
approximately RMB157,855,000, which expires in the period from 2010 to 2014, depreciation differences of fixed assets of
approximately RMB21,401,000 (2008: RMB25,219,000), provision for impairment losses of approximately RMB215,015,000
(2008:RMB260,127,000). Deferred tax assets had not been recognised due to the fact that there is no certainty of obtaining
approval from local tax authorities or there is no certainty of their respective realisation of these tax benefits through
available future taxable profits of the subsidiaries concerned.

Deferred government grants

Deferred government grants mainly represented subsidy received from local governments for capital expenditures incurred by the

Company and certain subsidiaries of the Group for their new production facilities.
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24 Trade and other payables

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Trade payables (a)
— third parties 1,036,379 1,208,332 240,128 240,164
— related parties 21,463 47 21,034 —
— subsidiaries — — 152,884 116,821
1,057,842 1,208,379 414,046 356,985
Bills payables (b) 89,828 146,983 60,100 63,120
Deposits and advances from customers (c)
— third parties 269,763 338,557 129,423 147,348
— related parties 1,253 2,202 1,253 2,202
— subsidiaries — — 1,695 3,394
271,016 340,759 132,371 152,944
Accruals and other payables (d)
— third parties 3,027,921 2,365,100 944,880 630,856
— related parties 3,198 25,710 3,173 5,710
— subsidiaries — — 75,371 74,747
3,031,119 2,390,810 1,023,424 711,313
Total 4,449,805 4,086,931 1,629,941 1,284,362
(a) Trade payables
The ageing analysis of trade payables is as follows:
Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Less than 1 year 1,007,559 1,184,724 382,251 354,932
1 to less than 2 years 37,367 5,357 30,029 254
2 to less than 3 years 2,835 4,609 26 44
Over 3 years 10,081 13,689 1,740 1,755
1,057,842 1,208,379 414,046 356,985

(b)  Bills payables

All balances of bills payables as at 31 December 2009 are within the maturity of six months. Approximately RMB3,375,000
(2008: RMB8,016,000) of bank deposits of the Group denominated in Renminbi had been pledged for the issuance of these
bills. As at 31 December 2009, bills payables of RMB8,820,000 issued by the subsidiaries were guaranteed by TB Group
Company (2008: bill payables of RMB26,530,000 were guaranteed by the Company). The directors are of the view that the
carrying amount of the bills payables as at year end approximated to their fair value.



Notes to the Consolidated Financial Statements

24 Trade and other payables (continued)

(c) Deposits and advance from customers
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The ageing analysis of deposits and advance from customers is as follows:

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Less than 1 year 261,030 331,437 129,355 149,745
1 to less than 2 years 1,631 1,269 925 1,094
2 to less than 3 years 536 833 57 57
Over 3 years 7,819 7,220 2,034 2,048
271,016 340,759 132,371 152,944
(d) Accruals and other payables
The analysis of accruals and other payables by nature is as follows:
Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Accruals for marketing and advertising
expenses 1,012,308 723,061 508,536 325,886
Guarantee deposits for recycled bottles 576,221 587,242 48,784 44,309
Accrued payroll and other staff costs 541,062 304,566 199,161 74,860
Payables to vendors of PP&E 198,904 223,188 17,456 20,225
VAT and other duties and taxes 254,106 218,727 60,761 58,983
Accruals for transportation expenses 65,596 50,432 32,076 25,872
Accruals for administrative expenses 25,202 24,323 — —
Accruals for electricity expenses 8,071 7,786 — —
Others 349,649 251,485 156,650 161,178
3,031,119 2,390,810 1,023,424 711,313
25 Other gains — net
2009 2008
RMB’000 RMB’000
Foreign exchange forward contracts:

— Net foreign exchange losses (1,007) (1,218)
Disposal gains of available-for-sale financial assets 7,294 —
Interest income 41,087 30,051
Government grants (i) 199,388 137,936

246,762 166,769

®

In connection with the acquisitions or establishment of certain subsidiaries of the Group in prior years, the Group entered

into various agreements with the relevant municipal governments that these subsidiaries could enjoy certain financial

incentives granted by the governments, mainly including financial subsidies determined with reference to the amounts of

taxes paid by these subsidiaries.
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26 Other operating losses — net

2009 2008
RMB’000 RMB’000
Impairment provision against property, plant and equipment and
other non-current assets (Note 6, 7) 46,238 162,467
Loss on disposal of PP&E and other non-current assets (Note 34) 39,837 11,121
Disposal of sundry materials and others (48,364) (55,705)
37,689 117,883
27 Expenses by nature
2009 2008
RMB’000 RMB’000
Changes in inventories of finished goods and work in progress 108,573 (155,081)
Raw materials and consumables used 7,937,971 7,685,126
Employee benefit expenses (Note 28) 2,043,713 1,667,857
Tax expenses 1,547,306 1,424,149
Marketing expenses 981,050 628,935
Depreciation, amortisation and impairment charges (Note 6, 7, 8) 590,999 715,472
Transportation expenses 652,208 583,004
Advertising costs 404,776 514,651
Maintenance expenses 287,309 241,801
Auditors’ remuneration 7,280 6,930
Utilities 686,579 677,802
Other expenses 885,503 660,845
Total cost of goods sold, distribution costs and administrative expenses 16,133,267 14,651,491
28 Employee benefit expenses
2009 2008
RMB’000 RMB’000
Wages and salaries 1,460,156 1,143,451
Social security costs 172,583 164,329
Pension costs — defined contribution plans 165,305 145,334
Staff employment medical benefits 9,144 5,419
Termination benefits 111,614 101,252
Others 124,911 108,072
2,043,713 1,667,857
Average number of people employed (number of people(’000)) 34 36
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The remuneration of every director for the year ended 31 December 2009 is set out below:

Social security

Name of directors Fees Salary contributions Total
RMB’000 RMB 000 RMB’000 RMB’000
Mr. Jin Zhiguo — 1,526 31 1,557
Mr. Wang Fan — 847 31 878
Mr. Sun Mingbo — 1,184 31 1,215
Mr. Liu Yingdi — 717 31 748
Mr. Sun Yuguo — 727 31 758
Mr. Mark F Schumm** 10 — — 10
Mr. Stephen J Burrows** 10 — — 10
Mr. Tang Jun* 5 — — 5
Mr. Fumio YAMAZAKI* 5 — — 5
Mr. Fu Yang 80 — — 80
Ms. Li Yan 80 — — 80
Mr. Poon Chiu Kwok 80 — — 80
Ms. Wang Shuwen 80 — — 80
350 5,001 155 5,506
* Appointed on 2 Nov 2009
o Resigned on 1 May 2009
The remuneration of every director for the year ended 31 December 2008 is set out below:
Social security
Name of directors Fees Salary contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
Mr. Li Guirong — 595 9 604
Mr. Jin Zhiguo — 1,109 29 1,138
Mr. Sun Mingbo — 764 29 793
Mr. Sun Yuguo — 546 29 575
Mr. Liu Yingdi — 536 29 565
Mr. Wang Fan — 398 22 420
Mr. Mark F Schumm 30 — — 30
Mr. Stephen J Burrows 30 — — 30
Mr. Chu Zhengang 40 — — 40
Mr. Fu Yang 80 — — 80
Ms. Li Yan 80 — — 80
Mr. Poon Chiu Kwok 80 — — 80
Ms. Wang Shuwen 40 — — 40
380 3,948 147 4,475
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28 Employee benefit expenses (continued)
(b) Five highest paid individuals
The five individuals whose emoluments were the highest in the Group for the year included two (2008: two) directors

whose emoluments are reflected in the analysis presented above. The emoluments payables to the remaining three (2008:
three) individuals during the year are as follows:

2009 2008

RMB’000 RMB’000

Basic salaries and allowances 6,334 2,188
Social security contributions 82 78
6,416 2,266

The emoluments fell within the following bands:

Number of individuals

2009 2008
Emolument bands (in HK dollar)
Below HK$1,000,000 0 2
Above HK$1,000,000 3 1

The emoluments listed above do not include the special incentive bonus accrued for senior management with amount of
RMBI12,400,000, which will be allocated to individual according to the performance evaluation results in 2010.

(¢) Supervisory committee members’ emoluments

The emoluments of the seven (2008: seven) existing and former committee members are as follows:

2009 2008
RMB’000 RMB’000
Basic salaries and allowances 933 664
Social security contributions 93 89
1,026 753
29 Finance costs
2009 2008
RMB’000 RMB’000
Interest expense:
— Bank borrowings 22,262 44,558
— Convertible bond 73,717 53,126
— Future finance charges 6,459 —
Net foreign exchange translation gains 3.,479) (26,973)

98,959 70,711
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30 Taxation

(a) Income tax expense

2009 2008
RMB’000 RMB’000

Current income tax
— Hong Kong profits tax (i) 3,757 5,258
— PRC corporate income tax (ii) 584,161 388,015
Total current tax 587,918 393,273
Deferred income tax (Note 22) (147,697) (18,956)
Income tax expense 440,221 374,317

(i)  Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 16.5% (2008: 16.5%) on the estimated assessable profit for the
year.

(ii)  PRC corporate income tax (“CIT”)

Tax concessions and holidays entitled by the Group:

In accordance with an approval document dated 18th April 1994 issued by the State Administration for Taxation
(“SAT”) of the PRC, net profit earned by the Company was subject to CIT at 15%, which was effective from the date
of establishment of the Company until there is further changes of the relevant laws and regulations. The Company
also received a confirmation from the Finance Bureau of Qingdao on 23 March 1997 that this preferential tax
treatment would not be terminated until further notice.

On 5 July 2007, the Company became aware of a notice which was issued by SAT in June 2007 (the “Notice”)
regarding the preferential tax treatment granted to nine state-owned enterprises listed on the Stock Exchange of
Hong Kong Limited in 1993 (including the Company). According to the Notice, the relevant local tax authorities were
required to immediately rectify the expired preferential tax treatments adopted by the Company and take appropriate
action on the differences of income taxes collected in prior years arising therefore in accordance with the applicable
rules and provisions under the promulgated Law on Tax Collection and Administration of the PRC.

On 15 April 2008, the Company was informed by the governing local tax bureau that the applicable CIT rate for
the year ended 31 December 2007 was adjusted from 15% to 33%. The Company has not been notified by any
tax authorities regarding the exposure of prior years. The directors are of the view that the final outcome cannot
be reliably estimated and, therefore, no provision for potential CIT exposure in prior years had been made in the
financial statements.

Huanan Sales Company, Huanan Holding Company, Shenzhen Asahi, Dongnan Sales Company and Xiamen Company
were established in Shenzhen and Xiamen Special Economic Zones for the PRC where they conduct their operations
and they were subject to CIT rate at a lower preferential tax rate of 15% in prior years. Under the CIT Law, the CIT
rate applicable to these subsidiaries will be gradually increased to 25% in a 5-year period from 2008 to 2012 and the
applicable CIT rate for these subsidiaries in current year is 20%.
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30 Taxation (continued)
(a) Income tax expense (continued)
(ii)  PRC corporate income tax (“CIT”) (continued)

Songjiang Company, Changsha Company, Yulin Company, Five Star Company, Three Ring Company, Fuzhou
Company and Nanning Company were approved as enterprises with foreign investment and therefore, they are
exempt from CIT for two years starting from the first year of profit-marking after offsetting prior year tax losses,
followed by a 50% reduction for the next three consecutive years thereafter. The CIT expenses of these companies for
the current year are as follows:

. It is the fourth profitable year of Songjiang Company, the third profitable year of Changsha Company and
Fuzhou Company, then the CIT expenses were provided at a reduced rate of 12.5% based on the CIT rate of
25%;

. It is the second profitable year of Yulin Company, then it is exempt from the income tax; and

. Five Star Company, Three Ring Company and Nanning Company has not yet reached their first year of profit-
marking after offsetting prior year tax losses brought forward, then 2009 is the second tax-free year.

The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated entities as follows:

2009 2008

RMB’000 RMB’000

Profit before tax 1,739,333 1,108,089
Tax calculated at domestic tax rates applicable to respective

group companies 384,905 248,968

Tax effects of:

— Income not subject to tax (7,286) (13,223)

— Expenses not deductible for tax purposes 76,304 38,645

— Utilisation of previously unrecognised tax losses (48,344) (42,273)

— Tax losses for which no deferred income tax asset was recognised 34,642 142,200

Tax charge 440,221 374,317

The tax (charge)/credit relating to components of other comprehensive income are as follows:

2009 2008
Tax Tax
(charge)/ (charge)/
Before tax credit After tax Before tax credit After tax

RMB’000 RMB’000 RMB’000 RMB 000 RMB’000 RMB’000

Available-for-sale
financial assets 3,212) 803 (2,409) (10,138) 2,535 (7,603)

Other comprehensive
income (3,212) 803 (2,409) (10,138) 2,535 (7,603)

Deferred tax 803 2,535
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30 Taxation (continued)
(a) Income tax expense (continued)
(ii)  PRC corporate income tax (“CIT”) (continued)

The income tax credited directly to equity during the year is as follows:

2009 2008
RMB’000 RMB’000

Deferred tax:
— Convertible bond equity component (Note 22) — 97,426
— Acquisition of a subsidiary (Note 22) 23,819 —
23,819 97,426

(b)  Value-added tax (“VAT”)

According to “the People’s Republic of China Value-added Tax Temporary Regulations” (“VAT Regulations”), the Group is
subject to output VAT calculated at 17% of the domestic sales value of tangible goods. In addition, it is subject to a refund
of 13% on its export sales of products based on an “exempt, credit, refund” policy enacted. The Group also pays input VAT
on its purchases of machineries, raw materials and auxiliary materials which is deductible against output VAT on its sales
in order to arrive at the net VAT amount payable to the PRC government.

(¢c) Consumption tax

Beers production, manufacturing consignment and beer product importation activities undertaken by the Group are subject
to consumption tax in the PRC. For beer with an ex-factory price (including packaging materials and related deposits)
of RMB3,000 or above per ton, the consumption tax is RMB250 per ton. For all other beer sold below that price, the
consumption tax is levied at RMB220 per ton.

(d) Withholding Tax

According to Circular Guoshuihan [2008] No. 897 “Notice on the issue about withholding Corporate Income Tax on the
dividends paid by Chinese resident enterprises to overseas non-resident enterprises H-share holders” issued by State
Administration of Taxation on 6 November 2008, where a Chinese resident enterprise pays dividends for the year of 2008
or any year thereafter to its H-share holders which are overseas non-resident enterprises, it shall withhold the corporate
income tax on the basis of 10% of the dividends. In accordance with this circular, the Company would withhold the
corporate income tax with tax rate of 10% when it pays dividends for the year of 2008 or any year thereafter.

31 Profit attributable to equity holders of the Company

The profit attributable to equity holders of the Company is dealt with in the financial statements of the Company to the extent of
RMB770,535,000 (2008: RMB403,608,000).

32 Earnings per share — basic and diluted

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year.

2009 2008
Profit attributable to share holders of the Company (RMB’000) 1,253,291 699,554
Weighted average number of ordinary shares in issue (thousands) 1,315,346 1,308,219

Basic earnings per share (RMB per share) 0.953 0.535




O W B AR A A
TSINGTAO BREWERY CO., LTD.

Notes to the Consolidated Financial Statements

32 Earnings per share — basic and diluted (continued)

As mentioned in Note 21(b), the Company issued convertible bonds with attached warrants subscription rights. Though the
issuable shares of the Company due to the exercise of the warrants subscription rights by the bonds holders may potentially dilute
basic earnings per share, the exercise price of those rights is higher than the average share price of the Company for the year and
therefore, they were not included in the calculation of diluted earnings per share for the year.

The diluted earnings per share information was the same as basic for 2009 and 2008 as there were no dilutive potential ordinary
shares as of 31 December 2009 and 2008.

33 Dividends

The dividends paid in 2009 and 2008 were RMB327,055,000 (RMBO0.25 per share) and RMB287,808,000 (RMBO0.22 per share)
respectively. At the board of directors meeting held on 8 April 2010, the directors recommend the payment of a final dividend of
RMBO.16 per ordinary share, totalling approximately RMB216,157,000. Such dividend is to be approved by the shareholders at
the Annual General Meeting on 17 June 2010. These financial statements do not reflect this dividend payable.

2009 2008
RMB’000 RMB’000
Proposed final dividend of RMBO0.16 (2008: RMB0.25) per share 216,157 327,055

The aggregate amounts of the dividends paid and proposed during 2009 and 2008 have been disclosed in the consolidated income
statement in accordance with the Hong Kong Companies Ordinance.

34 Cash generated from operations

Reconciliation of profit for the year to net cash inflow from operation

2009 2008
RMB’000 RMB’000

Profit before income tax 1,739,333 1,108,089
Adjustments for:

— Depreciation (Note 7) 504,141 523,559

— Amortisation of intangible assets and leasehold land (Note 6, 8) 40,620 29,446

— Amortisation of other long-term assets 3,512 3,525

— Provision for impairment losses on property, plant and equipment and

other non-current assets (Note 6, 7) 46,238 162,467

— Interest income (Note 25) (41,087) (30,051)

— Losses on disposal of property, plant and equipment (see below) 39,837 11,121

— Disposal of available-for-sale financial assets (Note 25) (7,294) —

— Net foreign exchange losses (Note 25) 1,007 1,218

— Finance costs excluding future finance charges (Note 29) 95,979 97,684

— Foreign exchange translation gains on operating activities (Note 29) 3,479) (26,973)

— Share of profit of jointly controlled entity and associates — net (1,950) (23)

2,416,857 1,880,062

Changes in working capital (excluding the effects of acquisition and

exchange differences on consolidation)

— Inventories 878,958 (556,913)

— Trade and other receivables 95,965 525,760

— Trade and other payables 356,778 210,394

Cash generated from operations 3,748,558 2,059,303
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34 Cash generated from operations (continued)

In the statement of cash flows, proceeds from sale of PP&E comprise:

Group 2009 2008

RMB’000 RMB’000
Net book value (Note 7(a)) 47,439 17,866
Loss on disposal of PP&E (Note 26) (39,837) (11,121)
Proceeds from disposal of PP&E 7,602 6,745

35 Contingencies
Group and Company
As described in Note 30(a)(ii), the directors are of the view that the potential income tax liabilities prior to 2007 arising from the

cancellation of the previous preferential tax concessions could not be reliably estimated and therefore, no provision was made in
these financial statements.

36 Commitments
(a) Capital commitments

The Group had no material capital commitments which were authorised but not contracted and provided for as at 31
December 2009.

Capital expenditure contracted for at the end of the reporting period but not yet incurred is as follows:

Group Company
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
Property, plant and equipment 67,716 124,122 17,226 11,589
Intangible assets 87,000 — 87,000 —
Equity investment — 291,350 — 291,350
154,716 415,472 104,226 302,939

(b) Operating lease commitments — Group as lessee

As at 31 December 2009, the Group had future aggregate minimum lease payments under non-cancelable operating leases
of land and buildings as follows:

Group
2009 2008
RMB’000 RMB’000
Not later than one year 543 712
Later than 1 year and no later than 5 years 1,385 —

1,928 712
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37 Significant related party transactions
Parties are considered to be related if one company has the ability, directly or indirectly, to control the other company or exercise
significant influence over the other party in making financial and operating decisions. Parties are also considered to be related if

they are subject to common control or common significant influence.

The following is a list of the related parties for the year ended 31 December 2009:

TB Group Company Shareholder of the Company
Asahi Breweries (i) Shareholder of the Company
InBev S.A. (i) Former shareholder of the Company
Asahi Brewery (Shanghai) Product Services Ltd. Shareholder’s subsidiary
(“Asahi Brewery Shanghai”) (i)
Tsingtao Brewery Guangzhou Sales Company Associate
Tsingtao Brewery Beijing Sales Company Associate
Liaoning Shenqing Associate
Asahi Beverage Associate
Tsingtao Brewery Import&Export S.A.R.L Associate
Zhaoshang Logistics Associate
Yantai Asahi (ii) Associate
Equipment Manufacture Jointly controlled entity
(1) As mentioned in Note 18, Asahi Breweries and its subsidiaries became related parties of the Group on 6 May 2009 and InBev S.A. was no

longer a related party of the Group after the shares transfer.

(ii)  As mentioned in Note 10(b)(ii), Yantai Asahi became a related party of the Group after the acquisition of the share interest in the Company.

The following major transactions were carried out with related parties:

(a)  Sales of goods

2009 2008
RMB’000 RMB’000
— Associates 388,401 350,108
— Asahi Brewery Shanghai 7,548 —
— Asahi Breweries 29,111 —
425,060 350,108
(b) Purchases of goods and services:
2009 2008
RMB’000 RMB’000
Purchases of goods:
— Yantai Asahi 312,932 —
— Asahi Beverage 160 649
Purchases of construction services:
— Associates 4,579 4,555
Purchases of logistics services (including paid on behalf):
— Associates 214,851 289,624

532,523 294,828
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37 Significant related party transactions (continued)

©

(@)

Other transactions carried out with related parties:

2009 2008
RMB’000 RMB’000
Guarantee provided in favour of the an associate of the Group
— Asahi Beverage 20,000 20,000
The guarantee was terminated as the loan has been repaid by Asahi Beverage in January 2010.
Guarantee provided for the Group’s bank loans and bills
— TB Group Company 10,820 2,000
Interest paid to
— TB Group Company 3,870 3,209
Purchase of a subsidiary from its substantial sharcholder
— TB Group Company — 2,490
Purchase of minority interest from its substantial shareholder
— TB Group Company — 95,050
Payment for custodian rights of Baotuquan Company (Note 9(a)v)
— TB Group Company 9,000 —

On 15 June 2009, the Company entered into a one-year agreement with TB Group Company to obtain the exclusive right

of using the trademarks of “Baotuquan Beer” at nil consideration. The Company also entered into a one-year entrust

agreement with TB Group Company to obtain control in Baotuquan Company (Note 9(a)v).

All the above transactions with related parties were carried out based on terms agreed between the Group and the related

companies.

Key management compensation

Key management personnel are those persons, in total 17 (2008: 16) persons, having authority and responsibility for

planning, directing and controlling the activities of the Group, including directors (executive and non-executive) and other

senior management personnel. The compensation paid or payable to key management for employee services is shown

below:
2009 2008
RMB’000 RMB’000
Basic salaries, allowances and benefits-in-kind 15,894 8,355
Retirement fund contributions 526 501
16,420 8,856
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37 Significant related party transactions (continued)

(¢) Year-end balances arising from sales/purchases of goods/services and other transactions:

Group
2009 2008
RMB’000 RMB’000
Trade and other receivable (Note 14)
— TB Group Company 5,198 —
— Jointly controlled entity 7,109 6,360
— Associates 55,696 45,320
68,003 51,680
Trade and other payables (Note 24)
— TB Group Company — 20,307
— Associates 25,914 7,652
25,914 27,959
Long-term payables*
— InBev S.A. — 107,890
*  Long-term payables to InBev S.A. were repaid in July 2009.
Entrusted borrowings from
— TB Group Company (Note 21(a)) 67,000 55,000

Except for entrusted borrowings from TB Group Company, the Group’s current balances with related parties are all
unsecured, non-interest bearing and with no fixed repayment terms.

(f) Entrusted loans to subsidiaries

As at 31 December 2009, the Company had extended certain advances and loans, amounting to approximately
RMB928,713,000 (2008: RMBI,218,383,000) to subsidiaries through entrusted loans arrangement made with banks in the
PRC (Note 9(b)).

38 Subsequent events
The Company and the Group had the following significant subsequent events after 31 December 2009:
(a)  Acquisition of minority interest of Baotuquan Company — Company

With the approval issued by the State-owned Assets Supervision and Administration Commission of Qingdao Municipal
Government, an invitation for the sale quote of the 100% share interest of Baotuquan Company held by TB Group Company
to public was issued in January 2010. On 1 March 2010, the Company entered into an agreement with TB Group Company
to acquire 100% share interest of Baotuquan Company at a consideration of RMBI174,160,000. The transaction is still
pending for completion of legal procedures at the date of these financial statements are approved.

(b) Acquisition of a subsidiary — Group

In September 2009, No. 5 Company, a wholly owned subsidiary of the Group, entered into an agreement with Asahi Beer
(China) Investment Co., Ltd. (“Asahi Investment”), a subsidiary of Asahi Breweries, to acquire the remaining 60% share
interest of Asahi Beverage with a consideration of RMBI. The related procedures have been completed in January 2010 and
after the completion, Asahi Beverage became a wholly owned subsidiary of the Group. The management of the Group are
of the view that the acquisition of Asahi Beverage would not give rise to material goodwill or negative goodwill.
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Reconciliation of differences between PRC GAAP and HKFRS

The Group has prepared a separate set of financial information for the year ended 31 December 2009 in accordance with
Accounting Standards for Business Enterprises regulations (“PRC GAAP”) for shareholders of A shares of the Company.

As at 31 December 2009, there are no differences between the consolidated financial statements prepared in accordance with
PRC GAAP and HKFRS. The details are summarised in the following table:

Impact on the consolidated net assets:

As at 31 December

2009 2008

RMB’000 RMB’000

Net assets as per accounts prepared under PRC GAAP 8,220,580 6,082,238

HKFRS adjustments — -
Net assets attributable to the Company’s shareholders as per

financial statements prepared under HKFRS 8,220,580 6,082,238

Impact on the consolidated net profit:

Year ended 31 December

2009 2008
RMB’000 RMB’000

Net profit attributable to shareholders of the Company
under PRC GAAP 1,253,291 699,554

HKFRS adjustments — —

Profit attributable to shareholders of the Company
under HKFRS 1,253,291 699,554
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English Name:  Tsingtao Brewery Company Limited
Legal Representative: JIN Zhi Guo

Secretary to the Board: ZHANG Xue Ju
Representative for Securities Affairs: Zhang Rui Xiang
Address: Equity Management Department

Room 1105

Tsingtao Beer Tower

May Fourth Square

Hong Kong Road Central, Qingdao
Postal Code: 266071
Tel: 86-532-85713831
Fax: 86-532-85713240

Registered Address: No. 56, Dengzhou Road,
Qingdao, Shandong Province
Business Address:  Tsingtao Beer Tower, May Fourth Square
Hong Kong Road Central, Qingdao
Shandong Province

Postal Code: 266071
Company Website: www.tsingtao.com.cn
E-mail: info@tsingtao.com.cn

Stock Exchanges on which the Company’s shares are listed:

A share: Shanghai Stock Exchange

Stock Name: 7 &5 W

Stock Code: 600600

H share: The Stock Exchange of Hong Kong Limited
Stock Name: TSINGTAO BREW

Stock Code: 00168

Custodian of unlisted shares:
China Securities Depository and Clearing Corporation
Limited, Shanghai Branch

Auditors
(1)  PricewaterhouseCoopers at 22/F Prince’s Building,
Central, Hong Kong

(2) PricewaterhouseCoopers Zhong Tian Certified
Public Accountants Limited Company at 11/F
PricewaterhouseCoopers Center, 2 Corporate
Avenue, 202 Hu Bin Road, Luwan District, Shanghai

Legal advisers:
(1)  Woo Kwan Lee & Lo at 26th Floor, Jardine House, 1
Connaught Place, Central, Hong Kong

(2) Haiwen & Partners at 21st Floor, Beijing Silver
Tower, No. 2, Dong San Huan North Road,
Chaoyang District, Beijing
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