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1. NO IMPORTANT LITIGATIONS AND ARBITRATIONS
DURING THE REPORTING PERIOD EXCEPT FOR THOSE
MENTIONED BELOW

(1) In the reporting period, the Intermediate People’s Court of
Qingdao made a ruling in relation to the Company’s litigation
with Qingdao Honglong Trading Company Limited (“Honglong
Company”) over the disputed purchase orders. It was ruled that
Honglong Company and its shareholders should pay the
outstanding amount of RMB15,105,047 for the beer purchased.
Honglong Company appealed to the Higher People’s Court of
Shandong (Shandong Higher Court) who ruled that Honglong
Company should pay the outstanding amount of RMB11,385,837
for the beer purchased with its capital. The Company appealed
to the Higher People’s Court of Shandong. Till now, there is no

new significant progress.

(2) The case of Guangming General Company suing the Company
for the breach of distribution contract as disclosed in the

Company 2001 Annual Report has no updated progress till now.

2. ACQUISITION AND DISPOSAL OF ASSETS OF THE
COMPANY DURING THE REPORTING PERIOD

(1) On 13th January, 2003, the Company signed “The
Supplementary Agreement of Equity Transfer” with Fujian Brewery
(Singapore) Private Company Limited (“Fuzhou Foreign
shareholder”), pursuant to which the Company was assigned
24% equity of Tsingtao Brewery (Fuzhou) Company Limited
(Fuzhou Company) held by Fuzhou foreign shareholder in RMB40
million. The aforesaid “The Supplementary Agreement of Equity
Transfer” has been approved and put into effect by Fuzhou
Foreign Trade Cooperation Bureau and the registration in Industry
and Commerce Bureau has been altered. After the aforesaid
equity transfer, the Company holds 75% equity of Fuzhou
Company and Fuzhou foreign shareholder holds 25% equity of
it.



—ER=FFERS
ANNUAL REPORT 2003

2003F12A180 - ARRIZEMBRARIEERE
BEAESERAR ([EREELA]) HEEM
SNEBRERFZ(REE R D)  AFREEL
A4 1678 T ARBHERIERMINGRK
RERMDBRFEN25%RAE - Lt (g
EERE)CEBMNMHINEZLESER
BEER - UHBTIREEFE BFE X
REFERMAR 5% ME - EEEALNA
BB 25%H) IR 4E o

2)2003F 12168 » ARRIEFEWEEE
ARAR ([RERAR]) BT HE - ARAAF
BB (B BERAR([BYRA)REEE

AR9S0ET  EFEARINBEERSALE
5087 AR BHAREMEASHAR

i — i —

#1,0008 JCE A1 ZE2,0008 7T ° A7) 1A
BEBHATNBRHRESBERAETERER
ZEREFAR ([AXQA)  BIEREHR
MENREERFELCHED REEER
% ARRANEEARSEDAIFHERIA
F195%F0 5% B 4 -

3) 20035128228 - ARRIEFEEBER
REBRAA ([EERE]) AARUEEEE
(ED)BRAR(TERDAR]) EMELRAE
1,0008 TARY - EPAREHE700&E 7T
HAMEERRT70%  EEIREHE300E T -
HHEMERNI0%  RADEREESTERE
M TEERRFE - —HRTI108H - BARE
13,0008 7T - RADEIBBABFRE EER
J208 M - EMANLBEERLE -

On 18th December, 2003, Tsingtao Brewery (Hong Kong)
Company Limited (“Tsingtao Beer Hong Kong”), one of the
Company’s wholly owned subsidiaries, signed the “Agreement
of Equity Transfer” with Fuzhou foreign shareholder, pursuant to
which Tsingtao Beer Hong Kong was assigned 25% equity of
Fuzhou Company held by Fuzhou foreign shareholder in
RMB41.67 million. The aforesaid “Agreement of Equity Transfer”
has been approved and put into effect by Fuzhou Foreign Trade
Cooperation Bureau and the registration in Industry and
Commerce Bureau has been altered. After the aforesaid equity
transfer, the Company holds 75% equity of Fuzhou Company
and Tsingtao Beer Hong Kong holds 25% equity of it.

(2) On 16th December, 2003, the Company entered into an
agreement with Tsingtao Brewery Group Company Limited
(Group), pursuant to which, the Company will invest additional
RMB9.5 million in cash to Tsingtao Brewery (Langfang) Company
Limited (Langfang Company) and the Group invested
RMB500,000 by converting debt into shares. After the aforesaid
investment, the registered capital of Langfang Company will be
increased from RMB10 million to RMB20 million. The Company
will transfer all 95% of its shareholdings in Langfang Company
to Tsingtao Brewery (Xi’an) Company Limited (Xi’an Company),
pursuant to which, Xi’an Company and the Group respectively
hold 95% and 5% of the shareholdings of Langfang Company.
The legal procedures of this equity interest transfer is still in

progress as at year end.

(3) On 22nd December, 2003, Tsingtao Brewery (Changsha)
Company Limited (“Changsha Company”) was established
together by the Company with Tsingtao Brewery Huanan
Investment Company Limited (“Huanan Investment”) with
registered capital of RMB10 million, among which the Company
holds 70% of its equity by RMB7 million investment and Huanan
Investment holds 30% of its equity by RMB3 million investment.
There was no actual investment in the reporting period. Changsha
Company will be designed in accordance with production
process of Tsingtao beer with annual output capacity of 2 million
hl beer. The first stage of the Changsha Project will be designed
with annual output capacity of 1 million hl beer and RMB130

million investments.
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3. MATERIAL CONNECTED TRANSACTION

there were no material connected transactions during the
reporting period. The connected parties are mainly minority

shareholders of subsidiaries and associated companies.

4. DURING THE REPORTING PERIOD, THE COMPANY HAD
NO MATERIAL GUARANTEE AND CAPITAL MANAGEMENT
BY ENTRUSTMENT.

At the end of the reporting period, the Company provided
guarantee to its subsidiaries in an aggregate of RMB494.51

million.

5. LEASES AND ENTRUSTMENTS

(1) On 20th January, 2003, Tsingtao Brewery Xi’an Company
Limited (Tsingtao Xi’an Company), a subsidiary of the Company,
and Shanxi Baoji Brewery Co., Ltd (“Baopi Company”) entered
into a Tenancy Agreement, pursuant to which, Tsingtao Brewery
Baoji Co., Ltd (Tsingtao Baoji), jointly established by the
Company and Tsingtao Xi’an Company, leased all the assets
other than the current assets of Baoji Company for operation at
nil consideration. Tsingtao Baoji Company has an annual
production output of 3 million hl beer. Leasing of Baoji Company
for operation further enhances the market share of the Company

in Northwest China.
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Tsingtao Baoji has a registered capital of RMB1 million, of which
the Company contributed RMB300,000 in cash, accounting for
30% of its registered capital, and Tsingtao Xi’an Company
contributed 700,000 in cash accounting for 70% of its registered

capital.

(2) On 28th January, 2003, the Company and Tsingtao Beer
Group Co., Ltd (Group Co.) entered into the Operation and
Management Entrustment Agreement, whereby, management of
the 80% interests in Tsingtao Brewery (Yangzhou) Company
Limited (Yangzhou Company) held by the Group Co. was
entrusted to the Company. The Group Co. undertook that it
would transfer the entire 80% interests in Yangzhou Company
held by it to the Company upon its request. Yangzhou Company
was established in November 1998 with registered capital of
RMB5 million, of which the Company holds 20%.

The Company and its subsidiaries pay lodging reserve to the

staffs in accordance with the related national regulations.

In the reporting period, the Company appointed, Messrs.
PricewaterhouseCoopers Zhongtian CPAs Co., Ltd. and
PricewaterhouseCoopers respectively as domestic and
international auditors of the Company in 2003 with one-year
contract term. Till now, PricewaterhouseCoopers Zhongtian CPAs
Co., Ltd. and PricewaterhouseCoopers have served as the auditors

of the Company continuously for two years.

In the reporting period, the Company has paid audit fees of
RMB2.17 million to PricewaterhouseCoopers Zhongtian CPAs
Co., Ltd. and PricewaterhouseCoopers with RMB3.69 million
unpaid. The Company did not pay for traveling and other

disbursement other than the above fees.
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(1) On 31st March, 2004, the Company issued the Second Sub-
tranche of Tranche Il convertible bonds to A-B in an aggregate
amount of HK$254,137,671, which was remitted to the Company
on the same date. Up to this point, the Company has issued all
the three Tranches Mandatory Convertible bonds to A-B in

accordance with the Strategic [nvestment Agreement.

(2) On 18th December, 2003, the Company and Tsingtao Beer
Hong Kong Company Limited entered into the Equity Transfer
Agreement with QEA Investment Group, pursuant to which,
Tsingtao Beer Hong Kong Company Limited acquired 20% and
5% interests of Tsingtao Brewery (Xiamen) Company Limited
(Xiamen Company) held respectively by the Company and QEA
Investment Group in amount of RMB2 million and 500 thousand.
In February 2004, the Company and Tsingtao Beer Hong Kong
Company Limited increased their investment in Xiamen Company
respectively by additional RMB60 million and RMB20 million.
After the aforesaid activity, the registered capital of Xiamen
Company was increased from RMB10 million to RMB90 million,
pursuant to which, the Company holds 75% interests of Xiamen
Company and Tsingtao Beer Hong Kong Company Limited holds
the remaining 25%. Xiamen Foreign Investment Bureau has
approved the above equity transfer and investment increase and
Xiamen Company has been changed to Sino-foreign joint venture

enterprise. The change of business registration is in progress.
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(3) On 17th February, 2004 the Company entered into an
agreement with EVG Enterprise Company Limited of Canada
(EVG), pursuant to which, EVG will withdraw from Beijing
Tsingtao Beer Sanhuan Company Limited (Sanhuan Company);
As a result, the Company has entered into the Equity Transfer
Agreement with Tsingtao Beer Hong Kong Company Limited,
pursuant to which, Tsingtao Beer Hong Kong Company Limited
will take up 25% equity of Sanhuan Company. New joint
operating contract and articles have been signed among the
Company, Tsingtao Beer Hong Kong Company Limited and
Domestic shareholder of Sanhuan Company. The aforesaid
change of foreign shareholder of Sanhuan Company could only

be put into effect after approval of related government bureaus.
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