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I  Material Litigations and Arbitrations

For the lawsuit disclosed in the Company’s 2001 Annual Report
that Qingdao Guangming General Company (“Guangming
Company”) prosecuted the Company for breach of the Sales
Contract, the Supreme People’s Court made final judgment on 21
November 2005 that, the Company compensated Guangming
Company approximately RMB24.85 million (the Company had
accrued for damage in the 2004 financial statements in accordance
with the initial judgment) for the principal of all of its expenses;
while Guangming Company was requested to pay RMB6.59
million for the goods, and return the vehicles and beer appliance
occupied by it to the Company. After the case entered the
procedure of execution in January 2006, the Company and
Guangming Company had completed the hand-over of materials
including vehicles and equipment in February 2006; and finalized
an execution reconciliation agreement between them and
completed the implementation of it in November 2006, with a
total payment of RMB20.8 million to Guangming Company. On
30 November 2006, Shandong Supreme People’s Court delivered
the determination of conclusion of execution to the Company,
and hence the execution of the case was completed.

IT  Acquisitions and Greenfields

1. Under the approval of the Board, Tsingtao Brewery Hans
Baoji Company Limited (“Hans Baoji”), managed by the
controlling subsidiary of the Company, signed Assets Sales
Agreement in March 2006 with Baoji Brewery Co., Ltd.
(“Baoji Brewery”), a related party of the Company, pursuant
to which Hans Baoji purchased the brewing-related assets
including premises, lands, and machinery and equipment
from the East Plant of Baoji Brewery for RMB123.32
million with its own funds in cash. These assets are valued
at RMB110.44 million, and its original face value is
RMB97.8 million. The determination of the purchase price
is based on the 11% of the premium of the valued price. At
present, the transfer of purchased assets has been completed.
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2. Under the approval of the Board of Directors, the Company
invests and establishes the first part of a brewery base in
Jinan with annual output capacity of 2 million hl, and its
planned total output capacity may reach 4 million hl. The
total investment for the first part of this project is about
RMB300 million. It is expected that the first part of the
project will be put into production at the end of 2007.
Tsingtao Brewery (Jinan) Company Limited, wholly owned
by the Company, was established on 1 November 2006 with
registered capital of RMB80 million, which has significant
strategic meanings in consolidating and expanding the
Company’s existing market share in Shandong Province.

III Guarantees and Trusted Loans
Provided to Subsidiaries

In the reporting period, all of the Company’s guarantees to the
outside were those for bank loans, bills and recurrent loans of its
subsidiaries. As of 31 December 2006, the total amount guaranteed
by the Company for the bank loans and accepted bills of exchange
of its controlling subsidiaries reached RMB483 million, in which
including the guarantee to take corresponding responsibilities for
a recurrent loan of its wholly-owned subsidiary Tsingtao Brewery
(Hong Kong) Trading Company Limited of USD15,000,000.

In addition to these, Tsingtao Brewery No. 5 Company Limited,
the controlling subsidiary of the Company, provided extension
guarantee for loans of total amount of RMB24 million applied by
Qingdao Tsingtao Beer Asahi Company Limited, in which it holds
40% stake, to the domestic commercial banks. The period of the
guarantee is 12 months from 16 July 2006 to 15 July 2007. For
further details of it, please refer to the announcement made by
the Company both at home and in abroad on 18 July 2006.

In the same period, no trusted wealth management issues occurred.
To secure the production and operation of its subsidiaries, about
RMB2,589,160,000 in aggregate of trusted loans was provided
by the Company to its controlling subsidiaries.

IV Custody

Under the Entrusted Operation and Management Agreement and
its supplementary agreement signed between the Company and
Tsingtao Brewery Group Company Limited (“Group Company”),
the Company went on to manage the Group Company’s 80% stake
in Tsingtao Brewery (Yangzhou) Company Limited (“Yangzhou
Company”) as its custodian and included it into the consolidating
scope of financial statements during the reporting period.

53



Ok L B A R A A

54 TSINGTAO BREWERY CO.,LTD. | ANNUAL REPORT 2006

WE P Significant Events

. AR O HIH

WEREREATEEEBEEFMEZ A gl E5TH
B RAG B AR I A T #39,982 8 BEA 2 T B Ay (46 A< 2
W) EVEEAT IR A SR 30.56%) A T MR A B A 1
AFA—HEARRAE > BRBIESRAEEFHETR
20074E4 40 BISER - HAT » BETHERATNEH
B A A F ey > 4B A B B AR A S — KRB -

V  Significant Events after the Reporting
Period

Under the approval of the State-owned Assets Supervision and
Administration Commission of the State Council (“SASAC”),
SASAC Qingdao has completed the procedures of transfer of
399,820,000 shares (30.56% of listed shares of the Company)
registered under its name to its wholly-owned subsidiary Tsingtao
Brewery Group Company Limited at nil consideration on 4 April
2007. By now, SASAC Qingdao no longer directly holds any
shares in the Company and Tsingtao Brewery Group Company
Limited becomes the largest shareholder of the Company.



