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EETEHREE

Report of the Directors

—. DEIREER 1. COMPANY OPERATION

ARAMTEEBRAEEREESRDE - fIE2  The Company is principally engaged in the production and
ARBENREENEREEE  HERBA  distribution of beer products. The Subsidiaries and associated
25 o companies are principally engaged in the production, sales and

domestic trading of beer products.

AEEEEELAFNELTETE2HEERBEEE  The Group’s turnover and profit are substantially derived from
B the production and domestic trading of beer products.

1. DRRATEEBWANFBIELENER 1. The Group’s turnover and profit from principal operating
R (R EEtERHE) activities by geographical markets (Calculated in
accordance with PRC GAAP)

it & Region TEERKRA TEEKAB
Turnover Profit

(AR®ET) (AR®ET)

(RMB“0000) (RMB’0000)

B Qingdao 216,193 81,951
WR(TEES) Shandong (Except Qingdao) 110,526 18,024
i North China 172,656 39,256
g South China 265,625 86,675

HAHE Export 37,966 12,865
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2. FEERAGDRZROAGMNKESRK 2. Operations and results of principal holding companies

E4 and investors

72003@7%*@ ZABBIBRFARIER - (B8 The particulars of the top three most profitable subsidiaries of

u}

HE e AR E) the Company in year 2003: (Calculated in accordance with
PRC GAAP)
(Bfy - A\AEBET) (Unit: RMB’0000)
DNEER TEEH dZMEX BEMRE g FNAE
RBEBA
Company Name Principal Activities Registered Assets  Income Net Profit
Capital from
principal
operating
activities
BERERRARALAT BARELERBE 22,220 59,723 111,529 6,758
Tsingtao Brewery Xi‘an Company Domestic production
Limited and sales of beer
ANEERBHAERAT TERHERB 3,0008%7C 73,208 41,645 6,018
Shenzhen Tsingtao Beer Ashai Production and sales US$30 million
Company Limited of beer
ATEERBHERRAT BRRES S 2,000 48,824 139,092 5,846
Shenzhen Tsingtao Brewery Sales Domestic trading of beer

Company Limited
3. FEEFEHEBENEFKER 3. Major suppliers and customers during the year

(WA B B A K4 FE 7 & 72 Bl Cerecom Cereal (1) The largest supplier of the Company during the year was

Commerce GmBh * I A A EF AT RHIKIE  Cerecom Cereal Commerce GmBh of Germany and the top five

SRERAFERBESRENI13.5% - largest suppliers of the Company during the year accounted for
13.5% of the total purchases of the Company.

NERNABRANBEERFARZETERMABR  (2) The largest customer of the Company during the year was

A AARRFHEREA uﬂﬁ FISHE M Taiwan Tsingtao Beer Co., Ltd. And the top five largest customers

8% BHMEMNHEEBED LD R30% - of the Company during the year accounted for 8%, less than
30% of the total sales of the Company.

ED)A

AEEN ARRSEE - EEREBBAL  During the year, none of the Directors, Supervisors and their
SEMBFAERARERAZNS%REFIWEAES  associates or shareholders holding more than 5% of the
Rz HER R EERAEMER - Company’s share capital had an interest in any of the top five

largest suppliers or customers of the Company.
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EEEgHREE(F)
Report of the Directors (Continued)

= MNEBSE

2.  DIVIDEND

EEEREMHEE2003F128318EFEIRE  The Board of Directors proposed a final dividend of RMB0.2 per
AEREEBRARE0.20T - EARSEFE  share for the year ended 31st December, 2003, and the remaining
BET—FE - FillHRERELAAT2003  unappropriated profit will be transferred to the next financial

FERRFEESLE -

= BRABPBRERRER

1. BROSBHER

(Elr : B)

year. The above proposal could only be put into effect after

approval of the Company’s 2003 Annual General Meeting.

3.  CHANGES OF SHARE CAPITAL & INFORMATION OF
SHAREHOLDERS

1. Changes of Share Capital

(Unit: '0000 Shares)

RBEIGH
(+4)
KR Increase/ KR
BEA Decrease BE%
Beginning  (+, -) During End of
of Period the Year Period
—. REmRBRM (1) Unlisted Shares
ARG Promoter’s Shares
Hep Including:
BRFHERH State-owned Shares 39,982 39,982
BREABFERN Domestic Legal 5,333 5,333
KEMRBROES Sub-total of Unlisted Shares 45,315 45,315
—.BLEWmRERND (2) Listed Shares
1. ARBEEBR 1.RMB-Dominated
(ARR) Ordinary Shares (A shares) 20,000 20,000
2. 3B ETEYSINE IR 2.0Overseas Listed
(HA&%) Foreign Shares (H shares) 34,685 6,000 40,685
BEmRBRHER Sub-total of Listed Shares 54,685 60,685
= ROEH (3) Total Listed Shares 100,000 6,000 106,000

P21
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2 REBTELETER

(N AARR2001F2A58F208 £ LEFEH
REGMBEANREE®R10,00081K - BRE
TEAARKE7.871C 2001 F6 A7HREE L
TRA - RABRAIEEI10ER -

(2)2002F10A218 + NAR EEE R EEEE
BERH-mHE AR ([A-BRAE]) RB(HEM
BEWZ) » ADRIEA-BRAID Z R EMELT
SR A1,416,195,3428 TR R B T 8B iR (E
% EHEATHREAEEBERKDFE
SNEETHIR © 2 HERTHE - ABARIEARR
7] AR L I A 3G N B 27 % o

2003F4R18 - ARRIRBZIHZEBLERA-
B E]% 17 7 {B1907,920,000/% 7T £ 5 — 2 15
RE_#HHES  ZEELEMN2003F4A18
B8R - 2003F 108218 » KA A]AA-BRA)E
1T BE254137,671BTNE=HHE—H
HmES  ZEELEDN2003F10A210ER
NARITIRP ©

2. Issue of Shares and Listing

(1) The Company Issued 100 million additional RMB-Dominated
Ordinary Shares in addition from 5th February to 20th February,
2001 in Shanghai Security and Stock Exchange with price of
RMB7.87 per share. The above shares are all listed from 7th
June, 2001 and the total share capital of the Company was

increased to 1 billion shares.

(2) Pursuant to the Strategic Investment Agreement signed by
the Company with a US beer brewer, Anheuser-Busch (A-B),
Inc. on 21st October, 2002, the Company shall issue an aggregate
of HK$1,416,195,342 Mandatorily Convertible Bonds to A-B in
three tranches, and convert all bonds into additional H shares
of the Company within a specified period pursuant to the
agreement. Upon full conversion into additional H shares of the
Company, the shareholding of A-B in the Company will be

increased to 27%.

On 1st April, 2003, the Company issued Tranche | and Tranche
Il Convertible Bonds in an aggregate of HK$907,920,000 to A-B
pursuant to the agreement, which was remitted to the specified
account of the Company On 1st April, 2003. On 21st October,
2003, the Company issued the first Sub-tranche of Tranche Il
Convertible Bonds to A-B in an aggregate of HK$254,137,671,
which was remitted to the specified account of the Company on
21st October, 2003.
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Report of the Directors (Continued)

2003F7H28 - RREIRA-BRARIEITHER
28,0808 BTHE — B HRELFERAAF
FE1THI6,0008 RHR D - BIR(E B4.687%8
T EE-HEFERIAD LKA (10E
&) #96% °

.BRERER

(NRERXR AR EEEA92,605F @ Hep
HE IR R B610F o

On 2nd July, 2003, Tranche | convertible bonds in an aggregate
of HK$280,800,000, which the Company issued to A-B, was
converted to 60 million new H shares at HK$4.68 per share.
The above 60 million new H shares represent 6% of the
Company'’s total share capital (1 billion shares) before closing

of Tranche I.

3. Shareholders

(1) At the end of the reporting period, the total number of the
shareholders of the Company was 92,605, out of which there

are 610 H-share shareholders.

4
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EEEgHREE(FE)
Report of the Directors (Continued)

() MEBMRERBAI0EBKE (2) The top 10 shareholders of the Company at the end of the

reporting period

BEA BRER MAERE HRERKXLA FRER R EE
Name Type of Share At end of period  Percentage to Increase/ Nature of
(&) total share Decrease  Shareholding
(shares) capital (&)
(%) (shares)

EEMEREEERHRAE A 399,820,000 37.72 0 BB
Office of Qingdao State-owned State-owned
Assets Administration Bureau shares
ERTREE (REA)ARDA H 293,981,380 27.73 2,769,000 BB
HKSCC Nominees Limited Listed shares
ZRS — AEBRRERAR H 105,000,000 9.91 60,000,000 BB
Anheuser-Busch Companies Inc. Listed shares
PEBTILRE ST A 29,250,000 2.76 - YN
Bank of China, Shandong Legal Person
Province Branch Shares
FEERRITEEM AT A 19,080,000 1.8 — YN
Construction Bank of China, Legal Person
Qingdao Branch Shares
FHEFRRREFRALS A 6,437,028 0.61 - BB
E Fund Stable Growth Fund Listed shares
RBMESEFRALES A 5,025,025 0.47 - BB
Rongtong New Blue Chip Fund Listed shares
BEERMBREBRAA A 5,000,000 0.47 - YN
Qingdao Huaging Financial Service Legal Person
Company Limited Shares
BREFREES A 4,976,131 0.47 — BB
Tonggian Fund Listed shares
RBREFHEES A 3,708,475 0.35 — BB
Han Sheng Fund Listed shares

MBNEEZFRERSNBELFARRERS  The fund managers of Rongtong New Blue Chip Fund and
MESEEARARMBESEEARAR & Tonggian Fund are both within Rongtong Fund. Office of
ETHBAEEEBEMAZE ([BEN]) MA-BA  Qingdao State-owned Assets Administration Bureau (State Asset
AIAARRESIARERBBIZEEMBER —B  Office) and A-B Company became concerted parties after the
TEA - Company introduced A-B as the strategic investor.
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Report of the Directors (Continued)

BRUCIASN » RRRL P RBERT 10 RR 2 =2
LHREEGEBEE MEROHREFEER
FRENER  WREER—RITHA °

G)ARAE-ARRAEEMEFEEER
MRE EEEMIEBREEENBFRM -

(4) BERKRADAFI0RRBRBER :

Save as disclosed herein, the Company is not aware of any
existence of associated relationship among the top 10
shareholders and of whether the shares held have been pledged

or prohibited for sale or held by concerted parties.

(3) Office of Qingdao State-owned Assets Administration Bureau
is the controlling shareholder of the Company, which is the
government department of Qingdao City for administrating state-

owned assets.

(4) The top 10 listed-shares shareholders of the Company at the
end of the reporting period

BAEA ERESR BARBERY
Name Type of Share At end of period
(&)

(shares)

BAPREE (REA)ERAA HKSCC Nominees Limited H 293,981,380
2B — M A BERERAF Anheuser-Busch International Inc H 105,000,000
SHHETEERERREES E Fund Stable Growth Fund A 6,437,028
REBNEEEFREES Rongtong New Blue Chip Fund A 5,025,025
BRUEFREESD Tonggian Fund A 4,976,131
BEREFREES Han Sheng Fund A 3,708,475
WLEFREES Yu Yuan Fund A 3,463,638
wEERREES Yu Yang Fund A 3,409,406
MABRZREES Kexiang Fund A 2,540,000
ERBNUARSRERS Bo Ying Hong Li Income Fund A 2,000,000

FHEFREREFREESNMAESRE
EeMESEBEARRZHEESERARA
Bl RBHESESFREASNBLESRE
EeMESEERARSRABESEEARA
B MTEFREESNMBEEFREASH
EeEBEARRBRASEEBRAA - Rt
PAGN - DB A FBERT 104 7t B AR AR 3R 2 ]
~REGHEBBEARK -

4. BEARE

ARTERPILEEBEEBREO R -

The fund managers of E Fund Stable Growth Fund and Kexiang
Fund are both within E Fund Stable Growth Fund; The fund
managers of Rongtong New Blue Chip Fund and Tonggian Fund
are both within Rongtong Fund; The fund managers of Yu Yuan
Fund and Yu Yang Fund are both within Bo Shi Fund
Management Co., Ltd. Save as disclosed herein, the Company is
not aware of any existence of associated relationship among the

top 10 shareholders.

4. Share option

There are no provisions regarding share option under the Articles

of the Company.

4
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EEEgHREE(FE)
Report of the Directors (Continued)

m EXE -EEXZ -SREBAERR 4. PROFILES OF DIRECTORS, SUPERVISORS, SENIOR
MANAGEMENT
LEE EENSRERABERER 1. Profiles of Directors, Supervisors and Senior Management
A HE Fk BB 4 BR
Name Sex Age Title FRE BER¥Y

Number of Number of
Shares held Shares held
at beginning of at end of

period period
(&) (&)
(shares) (shares)
FER 5 64 EEK 0 0
Li Gui Rong Male Chairman
& B 47 BEEK B 0 0
Jin Zhi Guo Male Vice Chairman, President
Bl 5 47 E= 5000 5000
Liu Ying Di Male Director
BEH B 49 EF EEH- Bei@ 0 0
Sun Yu Guo Male Director, Vice President, Chief Financial Officer
Stephen Burrows 5 51 EHITEF 0 0
Male Non-executive Director
Pkl £ 55 BIUEF 0 0
Chu Zhen Gang Male Independent Director
ESvAES B 47 FHOEZF 0 0
Wang Li Jun Male Non-executive Director
HEE 5 40 BHIUE= 0 0
Tan Li Ning Male Independent Director
thig% 5 37 BHIUE= 0 0
Wu Hai Hua Male Independent Director
AR Z 54 BUEF 0 0
Pan Gui Rong Female Independent Director
REZ B 58 EEEIR 0 0
Wu Yu Ting Male Chairman of Supervisory Committee
T5F g 41 E=F 0 0
Yu Jia Ping Male Supervisor
TRE g 4 E=x 0 0
Ren Zeng Gui Male Supervisor
HHET 5 38 E=* 8000 8000
Huang Zu Jiang Male Supervisor
David Renaud g 49 E=F 0 0
Male Supervisor
ElDp 5 55 =% 0 0
Liu Qing Yuan Male Supervisor
£ PR 1 5 5 E=F 0 0
Zhong Ming Shan ~ Male Supervisor
RE 5 36 E=% 0 0

Chen Jun Male Supervisor
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# & Hh Fik B 54D LIRS
Name Sex Age Title FRE BER¥Y
Number of Number of
Shares held Shares held
at beginning of at end of
period period
(&) (&)
(shares) (shares)
BHK 2 47 BHEBH 1261 1261
Sun Ming Bo Male Executive Vice President
BZH 5 53 IgXfE 0 0
Teng An Gong Male Chairman of Workers’ Union
Bz 8 44 @IEM 3882 3882
Fan Wei Male Senior Engineer
B8 Z 39 BB 0 0
Yan Xu Female Vice President
RER 5 49  EEH 1000 1000
Zhang Xue Ju Male Vice President
FAR 8 52 E#H 2000 2000
Cao Xiang Dong Male Vice President
e & 47 BEH 1000 0
Jiang Hong Female Vice President
g1 Z 48 EERPE -EFENE 0 0
Yuan Lu Female Assistant Chairman, Company Secretary

ARXF2003F8A 138 B 200345 £ 2K B b
% 5 K & 3% 22 Mr. Stephen Burrows & 5 MU [E &
FeEF RERAEERBIES  BEHEM
David Renaud B E M EE F &€& F © 200356
A17ERRBIRKREEEREFHILLER
ARARABIRKREENES -

LilEE EERaREBAEF M
Stephen Burrows * Mr. David Renaud# {f A Hj
H2003F8A13H £ E2005F6A24H1F &
HIEREMEHBE20035F6H 17 R ZE200556
A248 1t - ZRLZEEEBE2003F10A 28R
FEZ2005F6H240 1F - HEf A BEEB2002
F6A24BBE2005F6A24H1F c ZERKT L
RBRERVEEHEMBAERRARS

On the 2nd Extraordinary General Meeting held on 13rd August,
2003, Mr. Stephen Burrows was elected as the director of the
4th session Board of Directors, Mr. Chu Zhen Gang was elected
as the independent director and Mr. David Renaud was elected
as the supervisor of the 4th session Supervisory Committee. On
the meeting of Company staffs’ Representatives , Mr. Huang Zu

Jiang was elected as the supervisor representing Company staffs.

Among the above Directors, Supervisors and Senior
Managements, Mr. Stephen J. Burrows, Mr. David Renaud, will
be employed from 13th August, 2003 to 24th June, 2005; Mr.
Huang Zu Jiang will be employed from 17th June, 2003 to 24th
June, 2005; Miss Jiang Hong will be employed from 28th
October, 2003 to 24th June, 2005; the others will be employed
from 24th June, 2002 to 24th June, 2005. Miss Jiang Hong sell
all her shares of the Company at beginning of the reporting

period.
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2. FERMER 2. Annual remuneration
(1) BBURK R FF - BB E KB (1) Procedure and Basis for deciding remuneration

NEEE EENHEMEKELAREKRNEEHE  The remuneration of the Company’s directors and supervisors
Li@ﬂ'\]%% CEEFEHMEEMES  EF  should be decided in accordance with the operating profit of
BEOURAAKNELENRBERAEEES  the Company, the annual remuneration plan and the service
@\ CARIRREEBABRNFTMIZESSEBA  agreement for the Company’s directors and supervisors approved
REEHM AR BEAMLCEEEMEAF by the Company’s General Meeting; The remuneration of the
EENIEBRELRFESM - Company’s top managements should be decided in accordance
with the remuneration plan for the Company’s top managements

approved by the Board, the Company’s operating profit and

individual role responsibility.

QRAEEE - EENSREELAB2003FE  (2) The 2003 annual remuneration of the Company’s directors ,

WMIEER20BTARY ¢ EE‘%E'J#E supervisors and top managements was in total RMB2.8 million;

LEETMRE R4 68T @BEHESMAI=  the total annual remuneration of the highest paid top three

YR EBABTWNABERTE T - directors was RMB476 thousand, and the total remuneration of
the highest paid top three senior managements was RMB670
thousand.

B)BIEZEMN2HRRAMTSE (3) Subsidy and other pay of independent directors

2003F ERAIBUEZ R ABEBASELAR  The 2003 annual subsidy of the independent directors paid by
W (EM) » BR UL DASME H A SR the Company was RMB50 thousand (including tax) for each

without any other payments.

(M EAFAEDRFHNES EEMNSMEE (4 Among the Company paid directors , supervisors and top
AEH  FHI0ETAABIA - 10E21587T  managements, one people was paid within RMB100 thousand
BBA " 15E2087TE4A 2087 A EB3  annual remuneration; 8 people were paid RMB100 thousand to
A ° Mr. Stephen J. Burrows * Mr. David  RMB150 thousand annual remuneration; 4 people were paid
Renaud MER D TS Kb BABE S (7 B ERSRE o  RMB150 thousand to RMB200 thousand annual remuneration;
and 3 people were paid more than 200 thousand. Mr. Stephen J.
Burrows and Mr. David Renaud are not on the payroll of the
Company, shareholder’s companies or other associated

companies.
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Report of the Directors (Continued)

3.2003F10A28H AR FMEEEEENK
g% BEAIRAESE  AIBHARBLEERE
NEBEE  BERRRHEIEZRZLTA
NEREEY  BEAREEEMERBL LR
FRAIZEERPE -

. ESRESWERGZER

B EXFIEEEI  RARREEMME AR
MERFATANER2EETAZE  WBAR
A EENEFAREBARRBSEMEGE
Rzl ESMER -

1. AALRE

i

ARRAEBYTRABOENGESEE  TE
THRRAE EF2 EFg KEEMAESH
BMERES  YEZ THBNASFRUNT
fEHIE  UWREEGHES - REEE - BS
HARB(EMARDRBEADMER - BHT
ARERABAT  HBES  IBEEDHE
EXZENEZTENEN—FUL HPBYE
EHEFEREN=D2 UL

3. On the Ninth Meeting of the Fourth Session Board of
Directors held on 28th October, 2003, Mr. Sun Yu Guo, the
director and vice president of the Company, was appointed as
chief accountant of the Company; Miss Jiang Hong, the assistant
president of the Company, was appointed as vice president of
the Company, and Miss Yuan Lu, the Company secretary , was

appointed as assistant director of the Board.

5.  DIRECTORS AND SUPERVISORS RIGHTS TO ACQUIRE
SHARES

Save as disclosed above, none of the Directors, Supervisors,
their associates and senior management has any interests in the
equity or debt securities of the Company or any of its associated
company, or had been granted or exercised any right to subscribe

for the shares or debentures of the Company.

6. CORPORATE GOVERNANCE

1. Corporate Governance

The Company has established regulatory corporate governance
structure, perfected the management mechanism characterized
by intro-surveillance among the shareholders’ meeting , the
Board, the Supervisory Committee and top management, and
set up relevant procedure rules as well as working regulations
to ensure harmonized, regulatory operation. During the reporting
period, the Articles of the Company was amended in accordance
with Criteria of Corporate Governance of Listed Companies. The
external directors and supervisors represented respectively over
half of the composition of the Board and the Supervisory
Committee, of which independent directors represent over one
third of the Board Members.

4
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The Board of Directors deeply recognized the importance of
proper corporate governance for protection of shareholders’
interest and enhancement of shareholders’ value and operate in
strict compliance with relevant supervision regulations of both
domestic and abroad as well as the Company’s Articles. The
Board has set up three special committees respectively as Strategy
and Investment Committee, Audit and Finance Committee and
Human Resource and Corporate Governance Committee, all of
which have their own working regulations so as to ensure
scientific and efficient decision of the Board. In accordance
with the Stragetic Investment Agreement signed by the Company
with A-B, respective representatives of A-B have entered the
Board, the Supervisory Committee and the special committees
of the Board during the report period to promote the
internationalization and advance the corporate governance of

the Company.

2. Discharge of Responsibilities by Independent Directors

Among the three special committees, independent directors
representing the majority assume chairmanship in Audit and
Finance Committee and Human Resource and Corporate
Governance Committee except Strategy & Investment Committee.
The independent directors attended all the meetings held by the
Board in the reporting period and chaired 7 meetings of the
special committees under the Board, in which they put forward
many constructive opinions and recommendations related to
financial auditing, appointment of top management, material

operational decisions and etc..

3. The Company has been separated from its controlling
shareholder (Qingdao State-owned Assets Administration Office)
in business, staff, asset, organization, finance and etc. to have

its individual and complete business and self operating capability.

4. The Human Resource and Corporate Governance Committee
has initially established the remuneration and assessment policy
for the Company’s top managements, and award or punish them
in accordance with the evaluation of their responsibilities and

annual achievements.
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1.2003%F 1 A23B A2 7% 5l B #2003 F B
BEAE  NERBERREAS - HIRERRR
BAE - FHEHEBAN2002F12A98 1%
E(REEHR)  (LEBEHFR)  BBCUE
) #1 (The Standard) °

HEERREASHREMBRRAEALRE
B 15 80816,404,9508% + 15 2 Al @R A M
81.64%  HAARRNAIZERER - BRKREAE
NERBAZRBSUBBUATRE - ()8
% BRREA(HBUHRERZ) MRERE
BERETORS QRERRERESE
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1. On 23rd January, 2003, the Company held respectively EGM,
the H Shares EGM and the A Shares EGM, and the notices of
the above meetings were published on 9th December, 2002 in
“China Securities Journal”, “Shanghai Securities Journal”, Hong
Kong “Wen Wei Po” and “The Standard”.

The shareholders and their agents attending the EGM represented
816,404,950 shares, 81.64% of the Company’s total share capital,
which was in accordance with the Articles of the Company. The
following resolutions had been considered and approved in the
EGM: (1) Approve and confirm the Strategic Investment
Agreement and the related transactions in accordance with the
Agreement; (2) Approve and confirm the Securities and Futures
Commission of Hong Kong to issue Whitewash Waiver Certificate
to Qingdao State-Owned Assets Administration Office, A-B
Company and their concert parties in accordance with Takeovers
Code of Hong Kong to authorize them to acquire the exist shares
of their own company without having to put forward mandatory
acquirement proposal. The following special resolutions have
been considered and approved: (1) Directors are hereby
authorized to issue to A-B or it's nominees the Convertible Bonds
in the aggregate of HK$1,416,195,342 and the Directors are
also authorized to increase the registered capital of the Company
and make appropriate and necessary amendments to the Articles
of Association of the Company as they think fit to reflect such
increase in the registered capital of the Company. (2) The
Directors are authorized to issue such number of H shares of
RMB1.00 each as may be required to be issued pursuant to the
conversion of Convertible Bonds. (3) The shareholders approve
the waiver and giving up of their pre-emptive rights (if any). (4)
Approved and confirmed the amendments to the Articles of the
Company which was made incidental to the performance of the
Strategic Investment Agreement and the issue of the Convertible
Bonds; The Directors are authorized to modify the wordings in

the Articles of the Association of the Company as appropriate
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and to do all acts may be necessary or desirable to give effect to

the amendments.

The shareholders and their agents attending the EGM of A shares
represented 479,310,582 shares, which is 73.38% of the
Company’s total A share capital in accordance with the Articles
of the Company. The following resolutions had been considered
and approved in the EGM of A shares: (1) Directors are hereby
authorized to issue to A-B or it's nominees the Convertible Bonds
in the aggregate principal amount of HK$1,416,195,342.00 and
the Directors are also authorized to increase the registered capital
of the Company to make appropriate and necessary amendments
to the Articles of the Company as they think fit to reflect such
increase in the registered capital of the Company. (2) The
Directors are authorized to issue such number of H shares of
RMB1.00 each as may be required to be issued pursuant to the
conversion of Convertible Bonds. (3) The shareholders approve
the waiver and giving up of their pre-emptive rights (if any). (4)
Approved and confirmed the amendments to the Articles of the
Association of the Company which was made incidental to the
performance of the Strategic Investment Agreement and the issue
of the Convertible Bonds; The Directors are authorized to modify
the wordings in the Articles of the Association of the Company
as appropriate and to do all acts may be necessary or desirable

to give effect to the amendments.

The shareholders and their agents attending the EGM of H shares
represented 337,094,368 shares, which is 97.18% of the
Company’s total H share capital in accordance with the Articles
of the Company. The four same special resolutions with A shares
EGM had been considered and approved in the EGM of H shares.

2. The Company convened its 2002 annual general meeting
(AGM) on 20th May, 2003. The shareholders and their agents
attending the AGM represented 800,375,379 shares, which is
80.04% of the Company’s total share capital in accordance with

the Articles of the Company.



—ER=FFERS
ANNUAL REPORT 2003

FEUNERARREZALBBILA2002FE
EECTHERE 200202 TERS
2002F E MBS (KEE) ~ 2002FEME S
Fe kR AR 8 H % « BBE2003F EEANE A
MEREAMU R EEEGREEME] X558

Ay 2o
N

3.2003F 8138 AR A AR2003F £ 2R
BRERE - HEEFRREASHRFIMRER
REAXRRBKHE610,091,6818  (hARQ
AR AR57.55% HEARRRIERENRK -

BRREAGUEBAZREZVRBUTR
FOBERRAEEEREBANERATER
FIMRFIR » F122FMF123FMNZFR - &L
REEZSABEREBERAMNER (I
B)REREREEENXFERIEM—1]
EHCUBIRZRERZLBBIATRE :
(1) 2% - ¥ R Mr. Stephen ). Burrows B AR
AIFEMITES ¢ (2) A - E R David Andrew
Renaud RARAIEE « ) EERAREIIEH
TEFERAEERBUES -

The following 5 ordinary resolutions were considered and
approved in the AGM: The Work Report of the Company’s Board
of Directors for the year 2002, The Work Report of the Company’s
Supervisory Committee for the year 2002, The Company’s Audited
Financial Statements for the year 2002, The Company’s Proposal
for Profit Distribution and Special Dividend Payment, The
Appointment of domestic auditor and international auditor for
the year 2003 and the authorization to the Board of Directors

for fixing auditors’ remunerations.

3. The Company convened the 2nd EGM of 2003 in 13th August,
2003. The shareholders and their agents attending the EGM
represented 610,091,681 shares, which is 57.55 % of the
Company’s total share capital in accordance with the Articles of

the Company.

The following ordinary resolutions have been considered and
approved by the EGM: The Board of Directors was authorized to
modify paragraph 1 of Article 93, Article 122 and Article 123
and was also authorized to modify the wordings in the Article
of the Company and to do all acts may be necessary or desirable
to give effects to the amendments pursuant to the requirement
(if any) of the relevant governmental authorities. The following
special resolutions have been considered and approved by the
EGM: (1) Appoint and elect Mr. Stephen J. Burrows as a non-
executive director of the Company; (2) Appoint and elect Mr.
David Andrew Renaud as a supervisor of the Company; (3)
Appoint and elect Mr. Chu Zhen Gang (currently a non-executive
director of the Company) as an independent director of the

Company.
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Meeting of the Board of Directors in the reporting period:

The Company convened the extraordinary meeting of the 4th
session Board of Directors on 8th January, 2003. The Board
considered and approved the resolution of acquiring 24% equity

of Tsingtao Brewery (Fuzhou) Company Limited.

On 28th January, 2003, the Company convened the extraordinary
meeting of the 4th session Board of Directors. The Board
considered and approved the resolution that the Company was
entrusted for the management of 80% equity of Tsingtao Brewery

(Yangzhou) Company Limited by the Group.

On 15th February, 2003, the Company convened the 5th meeting
of the 4th session Board of Directors. The Board considered and
approved the 2002 Annual Working Report of the President,
Budget Plan of 2003 and the Construction of Tsingtao Beer

Museum.

On 28th February, 2003, the Company convened the
extraordinary meeting of the 4th session Board of Directors. The
Board considered and approved the cooperation between the

Company and Shanxi Baoji Brewery Company Limited.

On 31st March, 2003, the Company convened the extraordinary
meeting of the 4th session Board of Directors. The Board
considered and approved the issue of Tranche | and Tranche Il
Convertible Bonds to A-B.

On 2nd April, 2003, the Company convened the 6th meeting of
the 4th session Board of Directors. The Board considered and
approved the Annual Report of 2002, the Company’s proposal
for profit distribution and special dividend payment, the
utilization plan of the proceed raised from the issuance of
Tranche | and Tranche Il Convertible Bonds to A-B by the
Company, the amendments of some Articles in the Articles of

the Company.
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On 29th April, 2003, the Company convened the 7th meeting of
the 4th session Board of Directors. The Board considered and

approved the First Quarter Report of 2003 (unaudited).

On 26th June, 2003, the Company convened the extraordinary
meeting of the 4th session Board of Directors. The Board
considered and approved the Conversion of Tranche | Convertible
Bonds into shares by A-B, The approval of Mr. Stephen Burrows
as the Candidate of the Company’s Director and Mr. Chu Zhen
Gang as the Candidate of the Company’s independent Director.

On 13th August, 2003, the Company convened the 8th
meeting of the 4th session Board of Directors. The Board
considered and approved The Interim Results of
2003 (unaudited), Regulations of Independent Directors,

Adjustment of the three Special Committees & the
Modification of their working rules, and the

Renumeration Plan of the Directors.

On 30th September, 2003, the Company convened
the extraordinary meeting of the 4th session Board
of Directors. The Board considered and approved
the resolution of issuing the first part of Tranche IlI
Convertible Bonds to A-B.

On 8th October, 2003, the Company convened the
extraordinary meeting of the 4th session Board of
Directors. The Board considered and approved the
resolution of constructing a new brewery in

Ningxiang County, Changsha City, Hunan Province.

On 15th October, 2003,

extraordinary meeting of the 4th session Board of Directors. The

the Company convened the

Board considered and approved the resolution of adjusting the

three Special Committees.

P35



—ER=FFERS
ANNUAL REPORT 2003

2003F10R28HBRFNEEECEHEINEG
Z EZVABTEEAR003FEIZER
E(RER) BAREEREEABHEARA
al1,500B X TE R R AR AERERE

R -BRARBITNE-MITERESSE 5
HHMESZHARBNEHRESREEA

o s o
BEM@ER -

203 FNAVHBRENEESERETE -
EZRBANEERERSARREEEEE
E"]E%m °

QESEHRRAGRBNUTER

ARAROFEBRMOIEARABRIKER €
AFMARBO 16T (ARER) - SINREFR
BERANAFERAE ARK0.067T (ARE
) BREER2003F7A18ARE TR -

1. RARIR2001 FHEEIBARLEREES A

R#78718T  HEARERK - BEALQA
METEBREMMSAREAZRRARSIN B
HRESESRAERES %EI&FEFE@
o MBREEESARK12,8208 TEHAR
RARDHESFAE -

On 28th October, 2003, the Company convened the 9th meeting
of the 4th session Board of Directors. The Board considered and
approved the Company’s third quarter report of 2003 (unaudited);
the resolution of the loan of US$15 million to Tsingtao Beer
(H.K.) Trading Company Limited and the gurantee provided by
the Company in respect thereof; the capital arrangement of the
first sub-tranche of Tranche Il Convertible Bonds issued by the
Company and the appointment of the Company’s senior

managements.

On 19th December, 2003,

extraordinary meeting of the 4th session Board of Directors. The

the Company convened the

Board considered and approved the resolution of the equity

transfer of Tsingtao Brewery (Langfang) Company Limited.

(2) Execution of the Board of Directors on resolutions approved

by the General Meetings

The proposed cash dividend per share distributable to
shareholders amounted to RMB0.16 (A shares tax included). In
order to celebrate the 100th anniversary of Tsingtao Brewery,
payment of a special cash dividend per share of RMB0.06 (A
shares tax included). The above dividends have been distributed
to the shareholders in 18th July, 2003.

1. The Company raised in an aggregate of RMB787 million
through issuance of 100 million additional A shares in 2001.
Till the end of the reporting period, except the draft beer project
in Xian has not been started yet due to the local market prospect,
the other projects invested with the capital raised by additional
issuance of A shares have been completed and begun to bring
about profit. The remaining RMB128.2 million is temporally used

for the Company’s cash flow.
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2. The capital raised through the subscription of Mandatorily
Convertible Bonds has not been invested into any capital
investments in the reporting period, while is temporally used for

compensation of the Company’s cash flow.

10. CODE OF BEST PRACTICE

The Board of Directors confirms that the Company has complied
with the Code of Best Practice as set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited throught the 12 months period from 1st
January, 2003 to 31st December, 2003.

11. DIRECTORS’ AND SUPERVISORS’ INTEREST IN
CONTRACT

None of the Directors and Supervisors was with material interests
in any contracts entered into with the Company or any of its

subsidiaries during the year.

Service contracts have been entered into between the Company
and all appointed Directors and Supervisors. The Directors and
Supervisors have not entered into any service contracts with the
Company or any of its subsidiaries during the year, which are
not terminable by the Company, or such subsidiaries within the
year without payment of compensation (other than statutory

compensation).
12.  PURCHASE, SALES AND REDEMPTION OF SHARES
During the report period, neither of the Company nor any of its

subsidiaries had purchased, redeemed or sold any of the listed

securities of the Company.
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13. PRINCIPAL
COMPANIES

SUBSIDIARIES AND ASSOCIATED

The particulars of the Company’s subsidiaries and associated
companies are set out in notes of accompanying financial

statements.

14. FIXED ASSETS

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

in notes of accompanying financial statements.

15. BANK LOANS

Details of bank loans as at 31st December, 2003 are set out in

notes of accompanying financial statements.

16. OTHER MATTERS TO BE REPORTED

The summary of 2003 annual report of the Company was
published on 2nd April, 2004 in both Chinese and English in

|//

“China Securities Journal”, “Shanghai Securities Journal”, Hong
Kong “Wen Wei Po” and “The Standard” respectively. The annual
report has been compiled in both Chinese and English, in case
any conflicts occurs (except for the audited financial statements

prepared under HK GAAP), the Chinese version shall prevail.

17. AUDITORS

During the year, Messrs. PricewaterhouseCoopers Zhongtian CPAs
Co., Ltd. and PricewaterhouseCoopers were appointed as
domestic and international auditors of the Company respectively,

who have audited the accompanying financial statements.

On behalf of the Board

Li Gui Rong

Chairman

Qingdao, People Republic of China
Tst April, 2004



