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Corporate Governance Report

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
Governance & 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, to strictly abide by the requirements
of the domestic and overseas regulatory rules, the Company
improved the administrative system of the affairs relating to
the information disclosure, worked out the internal control
system of the administration of the registration for personnel
who were aware of the Company’s internal information, and
seriously implemented the rules when disclosing the regular
reports and significant events, so as to ensure the members of
senior management and related personnel who are aware of the
related internal information to abide by the requirements of the
related regulatory rules, and to prevent from the arise of the
incompliant behaviors, thus to further improve the Company’s
level of 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 of the Stock
Exchange. 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 the Board’s 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 the
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. The Company’s
executive directors were nominated by the State-owned
Assets Supervision and Administration Commission of
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Qingdao, the non-executive directors were nominated
respectively by Asahi Breweries and Mr. CHEN Fa Shu,
the shareholders of the Company, and the independent
non-executive directors were nominated by the Board. The
service term of the directors (including the non-executive
directors) is 3 years from 10 June 2008. The Board will
arrange the election for the new Board after the expiry of
current service term in June 2011 and timely disclose the
related information to the shareholders.

Members of the Board have various professional
backgrounds and possess different professional knowledge,
among which 1 independent non-executive director has
the qualification on accounting, or has the qualification
of certified public accountant or appropriate strength in
accounting or related financial management expertise
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
Company, 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 for 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 2010, the Company totally held 5 regular board
meetings (including 3 site meetings and 2 meetings
in form of voting through communications), and 12
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;
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Fumio YAMAZAKI Non-executive Director

B % FHITHES
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—  To consider and approve the continuing connected
transactions of the Company;

—  To consider and approve to write-off the property
losses;

—  To consider and approve the related issues of the
proposed establishment of the finance company;

—  To consider and approve to dismiss the Company’s
overseas auditor.

The meeting notices and materials of resolutions to be
discussed are sent to all directors in the reasonable time,
so as to ensure they can have fruitful discussion, and make
quick and prudential decisions at the meetings. In the
year, details of attendance of board meetings and relative
professional committee meetings are as follows:

P
JiRSM
B fRkY Zitihm

e Attend in k¥ Bk
Attend form of Attend Times of
in person  communications by proxy absence
3 14 0 0
3 14 0 0
3 14 0 0
3 14 0 0
3 14 0 0
3 14 0 0
2 14 1 0
3 14 0 0
1 15 1 0
3 13 0 0
2 14 0 1

Note :

Director YAMAZAKI abstained from the voting for the
continuing connected transaction with Beijing Asahi at an
extraordinary board meeting, therefore, his attendance of this
meeting therefore, not counted in.
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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 resolutions, and
reporting their related work at the board meeting. The
independent non-executive directors undertake 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

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),
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 applicable laws
and regulation. Besides, the Company also arranged the
independent non-executive directors to pay site visit to
Tsingtao Brewery South-East Sales Company and make
research of the development of local market during the
board meeting held there, and also pay a theme visit to
the Marketing Center of Tsingtao Brewery to collect the
first-handed information of distribution expenses and
market exploration, so as to make the independent non-
executive directors have a more comprehensive and deeper
understanding to the Company, thus to be more convenient
for the independent non-executive directors to consider
and decide the Company’s operating budget proposal.
During the reporting period, the executive directors of
the Company had also attended the training programs for
directors organized by the regulatory authorities.
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2.

Independence of 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 of the Stock
Exchange.

Securities transactions by directors

The Company applies the Model Code included in
the Appendix 10 of the 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 that, after having made specific
enquiries to all directors, they have been in compliance
with the required standards set out in the Model Code
of the Listing Rules regarding securities transactions by
directors.

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 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 CAS when preparing
the financial statements, so as to truly and fairly report the
financial situation and operational results of the Company.
The statement of auditor’s responsibility for the report is
set out on Page 71 of this Annual Report.
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III. Professional Committees under the
Board

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 a 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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HRTZEGR2010FEFEILBITToRG®E > B In 2010, the Audit Committee totally held 6 meetings. To
P8 T e 8 Sk o B R O R PR AN ER A R A ensure the independence of the reporting, the Committee
HEFRZEGTRBETHRBNEG® -  NERE®E Chairperson arranged sole meetings between external
% BEGHEREH RN EERFE N EREGTRR auditors and members of the Audit Committee. The
R FRANBEHAERMT ¢ 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:

W RO MR K) WA (%)
Attendance Meetings should Attending rate

ZHRMNAH Name (time) attend (time) (%)

& Mm(ZHEILW) LI Yan (Chairperson of the Committee) 6 6 100

it # FU Yang 6 6 100

% e [ POON Chiu Kwok 6 6 100

EH L WANG Shu Wen 2 6 33

Ly 055 55 A Fumio YAMAZAKI 3 6 50

(3 : IS HEEFR 201041 H31 HREBEAFES (Note: Mr. Fumio YAMAZAKI joined the Audit Committee under
gETEEEZ BN the Board on 31 January 2010)

Tl B E A TR Major work by the Committee in the year includes:

— BRI TR - AR K TR AR —  Reviewed the Company’s annual, interim and
A A quarterly reports, and financial reports;

—  BRAEPE A F) TR B T B A i f 2R 0 ) —  Made proposals to the Board on the renewed
FHEERAL appointment of the auditor and the proposed

dismissal of the overseas auditor;

— BRSO P A R S B A R - B —  Reviewed the effectiveness of internal control
$5 2 18 N ) A B T Sk ik T T 3 DR DL M system and regulations of the Company, including
MEANBWMERE - BRELERE > HEAR whether the resource of the financial reporting, and
M R EREAEEG R - the qualification and experience of the jobholders

were sufficient or not, whether the training to the

related staff and the related budgets were sufficient
or not.

2. B RE A ((RGERAST]) 2. Strategy & Investment Committee (“Strategy
Committee”)

%7 H ar Y Rk A A A T Y B R g Its main duties are: to supervise and review the Company’s

FETJ5 1) o 5T 2 Wk me AR B > DL K% T R N ] orientation of strategic development, to work out the

B e A VR LR o Company’s strategic plan, and to make timely adjustment

towards the Company’s strategic and governance structure.

BB EE MR E AT : ifTEE - BRREA The members of the Strategy Committee include:

P (ZE G ER) » BUTEFRER LR Executive Director & President Mr. SUN Ming Bo

FEATHE I 1 0 s R~ PR ST AR A S R AT (Chairman of the Committee), Executive Directors

HFAH AR, - Mr. SUN Yu Guo, Non-executive Director Mr. Fumio

YAMAZAKI and Mr. TANG Jun, and Independent Non-
executive Director Ms. LI Yan.
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In 2010, the Strategy Committee totally held 5 meetings.

R () MRk (K) (%)
Attendance Meetings should Attending rate

ZHUA Name (time) attend (time) (%)
BRIAP(ZEGERE) SUN Ming Bo (Chairman of the Committee) 5 5 100
BEH SUN Yu Guo 5 5 100
R LI Yan 5 5 100
Ly U o Fumio YAMAZAKI 3 4 75
BB TANG Jun 3 4 75

Gk = Ly DR sb A A B TR Ao 3 5 2 201048 1 A 31 HlE i
10 A S B B 2 B &% B

TR = EAEAAE B R T A B WA
W T R ) % L S 5 A B AR A A R
T RE i I H Y R AT R

3. AWRAEHEMERE(THMZERE])

ANFRIL T HME B R B o
6 7 23 ) T B AN A B I 1B SR A S
B > R B AR HE 5 SR A R BLAT R Y
VE S

N Z H R B A LIPS
(ZEE L) - 2t - I 50 A % A 5
A IEBAT R RS A

(Note: Mr. Fumio YAMAZAKI and Mr. TANG Jun joined the
Strategy Committee under the Board on 31 January 2010)

The Strategy Committee mainly did the following work
in the year: considered the feasibility report of acquiring
the equities, beer-related assets of target companies, and
the projects of increasing the production capacity and
expansion of the subsidiaries.

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 members
of senior management of the Company, to work out
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.
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The Remuneration Committee held 2 meetings in 2010,
to confirm the details of the remunerations of the senior
management members disclosed in the Company’s annual
report, and consider the awarding scheme for the award

HWF : won by the Board in 2009 and provide professional
comments to the Board. The attendance of each member of
the Committee is as follows:

HEE#®OR) MR a#ROK) HBH (%)
Attendance Meetings should Attending rate
ZHUEEAH Name (time) attend (time) (%)
it PE(EREELRH) FU Yang (Chairman of the Committee) 2 (f4%Z#EH At 2 100
HHHE 1K)
2 (including
entrusting other
director to attend
on his behalf for
one time)

Zs e LI Yan 2 2 100

W I [ POON Chiu Kwok 2 2 100

FEA L WANG Shu Wen 1 2 50

HOEg TANG Jun 1 1 100

(FF: FHEEREFEN 2010451 H 31 HAE WA A HGH (Note: Mr. TANG Jun joined the Remuneration Committee under

2 B & 2 B ) the Board on 31 January 2010)
Py . EE e I'V. Supervisory Mechanism
1. e 1. Board of Supervisors

AT R 20084F 6 H 10 HEA 58 B E > #7
—JEEEHE Z LN H 200846 H 10 H # 2% 1 =4 -
ERgBA7ERE  HhaBERaRm14
HIHMBERA R RREESR 1L - ISR 24
Mk TR F 34 (REALLR20104-9 H 27 HE
BN TR > BRI HBHE) o BUEE M
A ERL > WPV AAE E G #E S BFA
FHREHANBMA] o

B 2 A O B S AT 0 ) BB > R - A
A E TGRS Z AL - 201048 )% » B
B L BT O Yk ok (AL 3 KB kA 6 IR T vk
k) IREBRHRE AR MBEURERFHEANE R
TR E A% A AT R - SRR T iAW
S srbiics Vilig SNl R S R (E
¥ PLAR G A A AT B i i T B sh il I o

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
1 chairman of the Board of Supervisors, 1 supervisor
as shareholders representative nominated by Asahi
Breweries, 2 external supervisors and .3 supervisors as
staff representative (Ms. SUN Li Hong was appointed
Supervisor as Staff Representative on 27 September 2010,
and on the same day, Mr. TENG An Gong resigned from
the position). The profile of current supervisors is set
out in the “Profiles of Directors, Supervisors and Senior
Management” in the Annual Report.

The Board of Supervisors legally exercises the authority of
supervision to prevent the legal rights and interests of the
shareholders, the Company and its employees from being
offended. The Board of Supervisors totally held 9 meetings
(including 3 site meetings and 6 resolutions in written
form) in 2010, to supervise on behalf of sharcholders 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.
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Internal control and risk management

The Company worked out a series of internal control
systems pursuant to the Guidelines on Internal Control
for Companies Listed on Shanghai Stock Exchange
issued by Shanghai Stock Exchange, Code on Corporate
Governance Practice issued by the Stock Exchange,
Internal Accounting Control Criteria — Basic Criteria
(Trial Implementation) issued by the Ministry of Finance
and the requirements of the detailed internal accounting
control criteria, which played corresponding roles in the
production and operations of the Company and improved
its compliant operations.

The Board is responsible for establishing and maintaining
the internal control system so as to review the
effectiveness of the internal control system, and protect the
rights of its shareholders and assets. The Audit Committee
under the Board regularly receives the information of
the constraction of the Company’s internal control, and
supervises the further improvements of the internal
control system, to ensure the thorough implementation of
its internal control policies. To ensure the effectiveness
of operational management and internal control system,
the Company established Internal Control Dept., which
inspects and assesses the risks that may exist among the
production, operations and internal control activities, and
made improvements, and also made independent comments
and suggestions regularly to the Audit Committee.

The Company appointed professional consulting
organization on internal control, and with its assistance,
systematically and extensively carried out the risk
acknowledgement and assessment, established base
of risk issues and risk classifying system, worked out
the risk statement, made clear the risk management
responsibilities, which helped to further improve the
Company’s internal control and risk management.

During the period from 1 January 2010 to 31 December
2010, based on the self-appraisal of the internal control,
no material weakness of internal control was found by the
Company, the Company’s internal control system is sound,
and the implementation of internal control is effective. As
the changes of the Company’s external situation, and the
development of its production and operational activities,
the Company will further improve its internal control
system and strengthen its implementation of the internal
control system.
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External auditor and remuneration

The financial statements included in the Annual Report
are prepared in accordance with CAS, and have been
audited by PricewaterhouseCoopers Zhong Tian CPAs
Limited Company (“PwC Zhong Tian”). PwC Zhong Tian
has provided auditing services for 9 years in consecution.
For the year 2010, the Company should pay RMBS5.8
million to PwC Zhong Tian for its full-year auditing work,
and all expenses for business travels and others will not
borne by the Company.

Shareholders and Other Interest-related
Parties

General meeting

The Company has been devoting to maintain 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 Rules of Order of 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 (scrutineers 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.

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 to improve corporate
governance and operational management.
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In 2010, the Company totally sponsored 2 overseas road-
shows and results presentations, attended 10 investment
forums organized by the domestic and overseas securities
financial institutions, and presentations of the listed
companies, arranged the site research and visits paid by
the national and international securities analysts, fund
managers and other investing institutions in the daily
reception activities. It totally held over 110 conference
presentations or Q&A, group meetings or one-on-one
meetings, and also had around 100 conference calls with
the institutional investors such as securities analysts
and fund managers, which were fruitful. The Company’s
compliant operations and information disclosure obtained
a wide range of acknowledgement from both the market
and the investors.

Other interest-related parties

The Company is of the view that, it should insist on
operations with integrity and fulfillment 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
environment 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.





