L2
SIGNIFICANT EVENTS

CHREHALRNEKRFR - F
BMEH

ARFEERERNHLREBRARE
BBk RESREAEERAFR
WA —RIE M - BHRIEHEE S
o ZTEMENA=T-A ARAREF
EEABRTEN(REBEESEBN
E)  AFERBAR FATRUNEE
RERELH « ZRPROEERKEE
D RABF R OHR B AR T HERER -

KRR —_ET—FEREPHENSTE™
KRR RAFARRBREHERE - K
NAH—BHRERTR  BEEELF
HAm&EEARZEREELF - #1EHRE
BEX ZEGEERGZe ARZREEE
B mMESHER - AR2,7008 7T
2B EERE — B AR R B RS
RIER -

AR ESESRAFFMIEER QA ([#
MAR) HEERUH —RR_TTMF
MA+NBREERRMEEEHR  AA
ARIRBEND GG R RITE XK
M MEESFHOARKE23788 T © &
bt EREBEZBEER _STUFHHE
HEHR - ARRE R LA FIRRE R
REBERF AN _TTRF—H
ZHNBEEBEEFKREHR - B

Material Litigation and Arbitration

During the reporting period, the Company appealed
to the Shandong Higher People’'s Court (“Shandong
Higher Court”) for a retrial against its second verdict
on the case involving purchase and sale disputes
with Qingdao Hong Long Trading Company Limited.
On 31 August 2004, a Rejection of Appeal was
served on the Company by Shandong Higher Court
which stated that the original verdict would stand
and the Company’s appeal was not endorsed.
Consequently, outstanding beer amounts involved
in the case had been accounted for as bad debt
and provisions had been made in respect thereof in

the Company’s accounts in prior years.

The Company was opposed to the first verdict on
the case of Qingdao Guangming General Company
suing the Company for breach of a distribution
contract, details of which had been disclosed in the
Company’'s 2001 annual report, and had appealed
to the Supreme Court during the statutory period
for appeal. As at the end of the reporting period,
the case was being reviewed by the Supreme Court
and no new developments were noted. Potential
damages of RMB27 million had been accrued for in

the auditors’ report based on the first verdict.

On 19 April 2004, Shandong Higher Court made a
final verdict on the case involving a barter trade
contract dispute between the Company and Qingdao
Yuan Yang Xiang He Industrial and Trading Company
(“"Xiang He"), pursuant to which the Company was
required to return the purchase payment made by
Xiang He as well as make a discounted payment
for the linen bags, in an aggregate amount of

approximately RMB23.78 million. Accordingly, a
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provision of the same amount has been made in
the interim accounts of the Company. The Company
appealed to Shandong Higher Court in respect of
the aforesaid verdict for a retrial, and Shandong
Higher Court made a final verdict for the retrial on
28 January 2005 to repeal the civil verdict of
Shandong Higher Court (2003) Lu Min Si Zhong Zi
No. 81 and reinstate the civil verdict of Qingdao
Intermediate People’'s Court coded (2002) Qing Jing
Chong Zi No.

was only required to return the purchase payment

1, pursuant to which the Company

made by Xiang He as well as make a discounted
payment for the linen bags in an aggregate amount
of approximately RMB2.48 million, thereby avoiding
significant economic losses. The original provision
made in excess of the final damages had been

reversed.

Mergers and Acquisitions and Disposal
of Assets

In February 2004, the Company (with the approval
of its Board of Directors) and Tsingtao Brewery
(Hong Kong) Trading Company Limited (“Hong Kong
Company”) made additional investments in Tsingtao
Brewery (Xiamen) Company Limited (“Xiamen
Company”) in the respective amounts of RMB60
million and RMB20 million. Following the additional
investment, the registered capital of Xiamen
Company increased to RMB90 million from RMB10
million, held as to 75% by the Company and 25%
by Hong Kong Company, respectively.
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In February 2004, the Company (with the approval
of its Board of Directors) entered into an agreement
with Canada EVG Enterprises Inc ("EVG"), pursuant
to which EVG would withdraw from the operation
of Beijing Tsingtao Brewery Three Ring Company
(“Three Ring Company”) and the 25% foreign
shares in Three Ring Company would be taken up
by Hong Kong Company. The Company entered into
a new equity joint venture contract and articles of
association with Hong Kong Company and the PRC
partner of Three Ring Company, which became

effective after due approval.

In March 2004, the Company (with the approval of
its Board of Directors) and Shenzhen Tsingtao Beer
Huanan Investment Company Limited (“Huanan
Investment”) jointly made additional investments in
Tsingtao Brewery (Changsha) Company Limited
(“Changsha Company”). Following the additional
investment, the registered capital of Changsha
Company increased to RMB68 million from RMB10
million, held as to 70% by the Company and 30%
by Huanan Investment, with the shareholding ratio
between the Company and Huanan Investment

remaining unchanged.

In May 2004, the Company (with the approval of its
Board of Directors) entered into an Equity Transfer
Agreement with Sichuan Huoju Hua Gong Company
Limited (“Sichuan Huoju”) to acquire a 40% equity
interest in Luzhou Company held by Sichuan Huoju
for a consideration of approximately RMB34.30
million. Upon the completion of the transfer, Luzhou
Company was held as to 95% by the Company and
5% by Sichuan Huoju.
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In May 2004, Huanan Holding Company (with the
approval of its Board of Directors) entered into an
Equity Transfer Agreement with Tailian Brewery
(Cayman Islands) Company Limited ("Tailian
Brewery"”) to acquire a 45% interest in Nanning
Tsingtao Brewery (Nanning) Company Limited
(“Nanning Company”) held by Tailian Brewery for a
consideration of RMB200.88 million, taking into
overall account of the Company’s strategic
requirements in the Guangxi market and the quality
of Nanning Company’s assets and on the basis of
Nanning Company’s audited net asset value as at
31 December 2003. The equity transfer was
approved by the State Ministry of Commerce on 4
January 2005 and procedures for the change in
industrial and commercial registration was
completed on 4 February 2005. Upon the completion
of the transfer, Nanning Company was held as to
75% by Huanan Holding Company and 25% by

Tailian Brewery, respectively.

On 20 May 2004 and 16 June 2004, the Company
entered into an Agreement on Share Capital
Enlargement By Additional Investments and a
supplemental agreement, respectively, with Gansu
Nongken Brewery Company Limited (“Nongken
Brewery”) and its shareholders. Based on the net
asset value of Nongken Brewery's assets as at 31
December 2003 ascertained by a valuation report,
the Company made an additional investment of
RMB60,480,800 in Nongken Brewery to hold a 50%
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equity interest. Relevant procedures for the
additional investment and share capital enlargement
had been completed, and Nongken Brewery had
been renamed Tsingtao Brewery (Gansu) Nongken
Company Limited. The company owned two
production plants in Gansu with an aggregate annual
capacity of 200,000 tons. At the same time, the
Company appointed Gansu Trust and Investment
Company Limited to acquire 5.06% of Nongken
Brewery's shares from its minority shareholders for

a consideration of RMB4.53 million.

In accordance with the brewery plant closure plan
approved by the Board of Directors of the Company,
operations of Tsingtao Brewery (Tianmen) Company
Limited (“Tianmen Company”) was suspended in
November 2004 and labor contracts with 441
employees, which represented the entire staff of
Tianmen Company, were terminated. Compensation
and insurance payments amounted to approximately
RMB3.63 million had been made while disposal of

other assets of Tianmen Company were underway.

On 28 September 2004, the Company entered into
an Equity Transfer Agreement with Tsingtao Brewery
Group Company Limited (“TB Group Company”) for
the acquisition of a 90% equity interest in Tsingtao
Brewery (Zhangzhou) Company Limited (“Zhangzhou
Company”) by way of cash. The consideration for
the purchase of the 90% interest was
RMB26,354,506. The transfer had been approved
by the State-owned Assets Administration Office of
the Qingdao Government. The Independent
Directors of the Company was of the opinion that

the aforesaid connected transaction for an equity
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transfer fair and reasonable without compromising
the interests of the Company and other shareholders
and is in the long-term interest of the Company
and the shareholders. Accordingly, the resolution
was unanimously approved by all Independent
Directors. Save as the aforesaid transaction relating
to the acquisition of equity interests, there were
no connected transactions between the Company
and corporations holdings equity interests in the

Company during the period.

IIl. Guarantees Provided in Respect of
Subsidiaries and Entrusted Loans

During the reporting period, all external guarantees
provided by the Company were guarantees in respect of
loans granted to its subsidiaries, and the provision of
such guarantees had been duly approved by the Board
of Directors. As at 31 December 2004, guarantees
provided by the Company in respect of its subsidiaries
amounted to RMB128 million in aggregate, out of which
RMB78 million was provided in respect of subsidiaries
with a gearing ratio exceeding 70%. In addition, the
Company provided a guarantee in the amount of US$15
million (equivalent to approximately RMB124.15 million)
in respect of a recurrent loan granted to its subsidiary

Tsingtao Brewery (Hong Kong) Trading Company Limited.

During the reporting period, the Company did not place
any funds under entrusted management. With the
approval of the Board of the Directors, the Company
extended on behalf of its subsidiaries entrusted loans
with an aggregate amount of approximately RMB2,362.99
million in order to safeguard the production and operation

of its subsidiaries.
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IV. Custodian Arrangements

In January 2003, the Company entered into the Operation
and Management Entrustment Agreement with TB Group
Company, pursuant to which, the Company was entrusted
with the management of the TB Group Company's 80%
equity interest in Tsingtao Brewery (Yangzhou) Company
Limited (“Yangzhou Company”). In December 2004, the
two parties entered into a supplemental agreement,
pursuant to which TB Group Company agreed to put the
operations of Yangzhou Company in the entire charge of
the Company, which would assume more than half of
the voting rights at the Board of Directors. Accordingly,
Yangzhou Company was consolidated as the Group's

subsidiary.

V. Appointment and Release of External
Accountant

In the reporting period, the Company appointed, Messrs.
PricewaterhouseCoopers Zhongtian Certified Public
Accountants Limited Company and PricewaterhouseCoopers
respectively as domestic and international auditors of the
Company in 2004 with a one-year contract term. As at the
end of the reporting period, PricewaterhouseCoopers
Zhongtian Certified Public Accountants Limited Company
and PricewaterhouseCoopers had served as the auditors of
the Company for three years. Annual audit fees payable to
PricewaterhouseCoopers Zhongtian Certified Public
Accountants Limited Company and PricewaterhouseCoopers
by the Company in respect of 2004 amounted to HK$5.65
million. Travelling expenses and other disbursements were

not payable by the Company.
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