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BREZEGAE
Mr. SUN Jia Yao

Dear shareholders,

I hereby present the 2006 Report of the Supervisors of Tsingtao
Brewery Company Limited for your kind review.

I. Review of Main Work in Board of
Supervisors

In the reporting period, the Board of Supervisors maintained the
interests of the Company and its shareholders through legal
procedures, by seriously undertaking its responsibilities and
legally carrying out its authorities strictly pursuant to the State
laws and regulations, as well as the relevant stipulations in the
Articles of Association of the Company.

1. Meetings Held in the Reporting Period

In 2006, the Board of Supervisors totally held 8 meetings,
reviewing and approving unanimously in legal procedures
the Company’s 2006 Operational Budget Scheme, Scheme
of Organizational Reform in the Company and Share
Structure Adjustment of Subsidiaries, Case of Purchasing
Assets from Baoji Brewery Co., Ltd. by Tsingtao Brewery
Hans Baoji Company Limited in cash, 2005 Work Report
of Board of Supervisors, the Company’s 2006 Quarterly
Report, Interim Report, 2005 Annual Report, Profit
Distribution Preliminary Scheme, Liquidation Scheme of
Tsingtao Brewery (Suzhou) Company Limited, Discussing
Rules of Board of Supervisors, Proposed Revision to the
Articles of Association of Tsingtao Brewery Company
Limited, Case of Feasibility of Relocation of Tsingtao
Brewery (Xuzhou) Pengcheng Company Limited, Case of
Investment and Establishment of Brewery Base with Annual
Output Capacity of 2 Million HL in Jinan, Shandong
Province, Case of Feasibility of Relocation of Tsingtao
Brewery No. 3 Company Limited, Case of Feasibility of
Expansion of Tsingtao Brewery Shanghai Songjiang
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II.

Company Limited, Case of Feasibility of Expansion of
Tsingtao Brewery (Shouguang) Company Limited, Case of
Feasibility of Expansion of Tsingtao Brewery (Zhangzhou)
Company Limited, Action Scheme of Transforming Trusted
Loans to Subsidiaries into Investments, Scheme of
Transforming Trusted Loans to North Sales Company into
Investments.

Supervision over Projects involving Large Amount
Expenses in Marketing. Engineering Projects and
Resources Purchase

In 2006, the Board of Supervisors instructed its Office to
provide site supervision over the procedures of 45 open
tenders and biddings including the Company’s key
construction projects and technical reform programs,
purchase of production equipments and inspection devices,
purchase of resources such as bottle, bottle cap, paper-box,
label, rice, and etc., which ensures the openness, fairness
of the work of open tender and bidding, and maintained
interests of the Company and its shareholders.

Independent Comments to the
Concerned Issues

Compliant Operation

In the year, the Board of Supervisors attended and sat in
the Annual General Meeting and meetings of Board of
Directors, and supervised, pursuant to the related State laws,
regulations and requirements of the Articles of Association
of the Company, the procedures of holding meetings,
procedures of decision-making, implementation of
resolutions of general meeting and meeting of Board of
Directors, undertaking their duties by the senior
management and working out the managing regulations of
the Company. The Board of Supervisors views that, all
Directors and members of senior management do follow
the requirements in the relevant State regulatory laws,
regulations, and the Articles of Association in operations
and management through seriously undertaking their duties,
legally operating and making decisions. For the interests in
whole of its shareholders and the Company, the Board of
Directors seriously undertakes the resolutions and
authorizations of the general meeting, gradually completes
and improves corporate governance structure, internal
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management and internal control in the operations. The
operational team strictly implements the resolutions of the
Board of Directors, invests in significant projects in order,
establishes and gradually improves the internal control
system, and discloses the information timely, accurately
and transparently. The Directors and all members of senior
management are honest and integrity, diligent and
responsible, and not found to breach any laws, regulations,
the Articles of Association of the Company or damage any
interests of the Company, nor abuse their authorities or
damage the interests of its shareholders and staff when
undertaking their duties.

Review of the Financial Conditions

In the reporting period, the Board of Supervisors believed
that, after seriously and carefully reviewing the Company’s
quarterly report, interim report and annual report, the
Company’s 2006 Financial Statements truly and fairly
reflected its financial conditions and operational results in
all significant aspects, the financial accounting and financial
management were in compliance with the requirements of
the relevant State laws and regulations, the profit
distribution scheme was complied with the current
operational situation of the Company, and all of the
aforesaid factors were beneficial to the Company’s
development in long term.

Latest Use of Proceeds

There were no proceeds from latest issuance of A-share,
and the use of such proceeds of previous issuance was
subject to the relevant requirements.

Assets Sales and Purchase

The Board of Supervisors views that, in the reporting period,
the Company strictly abides by the relevant laws and
regulations when purchasing assets, and does not find any
behaviors of insider transaction or damaging the interests
of the Company and its shareholders.
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5. WM BER S WU 5. Related Party Transactions
B > WA A R BB 5T The Board of Supervisors believes that, the process of
B > BN R - RBBAGEF LA KRR 5 related party transactions in the reporting period is complied
W4T % o with the relevant regulations and at a reasonable price, and
does not find any behaviors of damaging the interests of
the Company and its shareholders.
B2 AE20074F AR > 4% 35 189 5 HH B 1y 3 In 2007, the Board of Supervisors would carefully undertake
B REBEATEE - KRBT HERME » R EHnE our duties and responsibilities pursuant to the concerned
BBA ) > 2 ER R o [ laws and regulations, legally undertake our authorities,
AR A AF B T4 B a TR gradually reinforce the strength in supervision and
O~ B TAREBEY > BYLS R NHREME LD inspection to maintain the interests of all investors. In the
P R o same time, 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!
EHEG T B3 Chairman of Board of Supervisors: SUN Jia Yao

—Z2ZLENA+H 18 April 2007




